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(Former Name or Former Address, if Changed Since Last Report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions (see General Instruction A.2. below):

o  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR
240.14d-2(b))

o  Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 1.01.  Entry into a Material Definitive Agreement.

On January 6, 2006, the Board of Directors (the �Board�) of Cano Petroleum, Inc. (�Cano�) approved the following non-executive director
compensation schedule:

Each director shall receive an annual cash retainer of $25,000.  Each director shall be paid $1,000 cash for each Board meeting and Board
committee meeting attended.  The Audit Committee Chairman shall receive an additional annual cash retainer of $5,000.  The Compensation
Committee Chairman, the Corporate Governance Committee Chairman, the Nominating Committee Chairman and the chairman of any other
committee or special committee established by the Board shall be paid an additional annual cash retainer of $3,000.

A summary of the director compensation as approved by the Board is attached hereto as Exhibit 10.1 and incorporated herein by reference.

Item 9.01.  Financial Statements and Exhibits.

(d)  Exhibits

10.1  Summary Sheet:  Director Compensation.

* * * * *
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

CANO PETROLEUM, INC.

Date: January 12, 2006
By: /s/ Michael J. Ricketts

Michael J. Ricketts
Chief Financial Officer
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EXHIBIT INDEX

Exhibit No. Description

10.1 Summary Sheet: Director Compensation.
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