THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Pat Apple, Chairman
Shari Feist Albrecht, Commissioner
Jay Scott Emler, Commissioner

In the matter of the Notice of Denial of
Operator License Renewal Application of
Tailwater, inc.

Docket No. 17-CONS-3685-CMSC
CONSERVATION DIVISION
License No. 32461

MOTION TO JOIN NECESSARY PARTY

Applicant moves for an order to join Poverty Knob Production, LLC, KCC License No. 35117,
as a necessary party and co-respondent in this proceeding. In support hereof, Applicant alleges:

1. The underlying contention for denial of Applicant’s operator license is that a former
operator, Westside Energy, LLC, is responsible for four abandoned wells located on the
Flinsbaugh lease in Miami County, Kansas and that there is a relationship between such former
operator and Applicant that justifies denial of Applicant’s operator license renewal application.

2. The four wells are the Flinsbaugh 1A, 2A, 4A and 5A described in Exhibit A of the Show
Cause Order made in Docket No. 17-CONS-3237-CSHO on January 12, 2017 against Westside
Energy, LLC.

3. Although Westside Energy, LLC was at one time the operator of the Flinsbaugh lease, it
assigned the lease to Martin Oil Properties (KCC License #3113) in 1993. Westside’s operator
license expired December 30, 1993 and Westside went out of business at about the same time.
Martin Oil Properties surrendered and released the lease to the landowner pursuant to a written
and signed Assignment of Wells and Equipment dated July 7, 1998. in accordance with K.S.A.
55-179(e), the landowner expressly assumed, in writing, all responsibility for the maintenance and

plugging of the wells, and further agreed to indemnify and hold lessee harmiess from any claim,
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cause of action, penalty or liability for such wells. A copy of said Assignment of Wells and
Equipment is attached hereto as Exhibit 1.

4. At the time of such assignment the Commission did not require the filing of a Form T-1
Change of Operator form upon assignment of a lease and transfer of wells unless it involved an
injection well, disposal well or water supply well which would have been approved by application
to the Commission and with reference to the docket number of such application and order
approving same. If there were a question about responsibility for production wells, the
Commission at that time accepted copies of the assignments whereby title had been assigned
and transferred. There were no injection, disposai or supply wells on the Flinsbaugh lease at the
time of the Assignment of Wells and Equipment from Martin Oil Properties to the landowner.

5. On April 22, 1999 the landowners, James L. Rickerson and Norma M. Rickerson, leased
the premises to themselves d/b/a Rickerson Oil. Another party, Robert Kitchen, KCC operator
license #8281, operated the lease and the welis located thereon. On November 30, 2001 the
Rickersons d/b/a Rickerson Qil assigned the lease to Randy R. Kitchen and Misty H. Kitchen. A
copy of the Assignment of Oil and Gas Lease is attached hereto as Exhibit 2. Thereafter, the
lease was operated by Robert Kitchen license #8281.

6. On September 10, 2014 a Form T-1 Request for Change of Operator was filed with the
Commission, to change the operator from Robert Kitchen, license #8281 to Poverty Knob
Production, LLC, license #35117. The change was approved by the Commission on September
19, 2014. A copy of the Form T-1 Request for Change of Operator is attached hereto as Exhibit 3.

7. Although the four Flinsbaugh welis 1A, 2A, 4A and 5A were located on the leased
premises, they were omitted from the well inventory that was filed with the Form T-1.

8. K.S.A. 55-179(b) determines responsibility for an abandoned weli as follows: “the current
or last operator of the lease upon which such well is located...; the original operator who plugged

or abandoned such well...” Clearly, all of the documentation, as well as the records of the

IN RE TAILWATER, INC. 17-CONS-3685-CMSC
MOTION TO JOIN NECESSARY PARTY
PAGE 2



Commission, establish that Poverty Knob Production, LLC is the current as well as the last
operator..

9. Westside Energy, LLC does not fall within any provision of KS. A 55-179(b) as a
responsible party. It clearly was not and is not the current or last operator; nor is it or was it the
original operator which plugged or abandoned the wells. Although the lease was surrendered in
1998 the wells were not abandoned but were turned over to the landowner who expressly took
responsibility for them. Further, it was not Westside Energy, LLC but, rather, Martin Oil Properties
that surrendered the lease and assigned the wells to the landowner.

10. Poverty Knob Production, LLC is a Kansas limited liability company formed on August 4,
2014. lts resident agent is Randy Kitchen and the registered office is 39395 W. 351st,
Osawatomie, KS 66064. It is the holder of a KCC operator license, number 35117. It is the current
and last operator of the lease upon which the subject Flinsbaugh wells 1A, 2A, 4A and 5A are
located and is clearly responsible for the wells under K.S.A. 55-179(b).

11. To disregard the obvious responsible party, that is, the current operator and, instead, seek
responsibility by means of a relationship that has not existed for more than 20 years (that a
principal of Tailwater, Inc. is or was related to Westside Energy) defies logic.

12. Whether Robert Kitchen and Poverty Knob Production, LLC accidentally overlooked wells
1A, 2A, 4A and 5A when they prepared the T-1 well inventory (Exhibit 3), or intentionally excluded
them for some reason (maybe they don’t exist or were re-numbered?) is unknown, but should be
determined. To deprive Tailwater, Inc. of its ability to conduct its business by means of jumping
back in time more than 20 years to show relationship to a company that hasn’t existed more than
two decades, when there is a current operator that is responsible for the wells under clear
application of the law, is unjust.

WHEREFORE, Applicant moves for an order joining Poverty Knob Production, LLC, license

#35117, as an additional party (respondent) in this proceeding; that an order be issued to Poverty
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Knob Production, LLC to show cause why it should not be held responsible for the Flinsbaugh
wells including 1A, 2A, 4A and 5A and, further, that appropriate findings and order be entered that
Poverty Knob Production, LLC is the party responsible for the Flinsbaugh wells including 1A, 2A,
4A and 5A; and, upon such findings, further finding and ordering that Tailwater, inc.’s application

for renewal of its operator license be granted.
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Date: 120062017~ U e )
“John C. Chappell #08961
P.O. Box 602

Lawrence, KS 66044

(785) 841-2110 — Phone
(785) 841-0483 — Fax
jchappeli@jchap.com — Email
Attorney for Tailwater, Inc.

CERTIFICATE OF SERVICE

| hereby certify that on __12/06/2017 , | mailed the original hereof to: Executive Director,
State Corporation Commission, Conservation Division, 266 N. Main St., Ste. 220, Wichita, KS
67202; and faxed a copy to the Conservation Division at (316) 337-6211, and [_] transmitted by
fax, || mailed by first class mail, transmitted by email, a copy to Jon Myers, Kansas
Corporation Commission, Conservation Division, 266 N. Main, Ste. 220, Wichita, KS 67202,
facsimile: (316) 337-6211; email: .myers@kcc.ks.gov; and [] transmitted by fax, [_| mailed by
first class mail, [X transmitted by email, a copy to Michael Duenes, Assistant General Counsel,
1500 SW Arrowhead Rd., Topeka, KS 66604-4027, phone: (785) 271-3100, fax: (785) 271-3354,
email: m.duenes@kcc.ks.gov.
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ASSIGNMENT OF WELLS AND EQUIPMENT

This agreement is made this 2 day of @/A , 1998 between James
Riekerson, a/k/a Jim Rigkerson, referred to as Lessc%nd@hnst\an L Mamn d/bia Martin Qil
Properties, referved io a5 Lesses,

Whereas, Lessee has previously operated oil and gas walls and other wells associated
with oil and gas production, located upon the following ofl and gas lease:

Flinshaugh Lease. Oif and gas lease dated June 4, 1986, from George W,
Flinsbaugh and Elaine Flinsbaugh, husband and wife, and Ross Emery Brewer,
a single man, lassors, to Robest W, Howell, lessee, recorded June 10, 1886 at
Book 317, Page 62; as amended by instrument dated October 25, 1880,
recorded October 30, 1990 at Book 345, Page 446, insofar as said lease covers
the following land m Miami ("ounty, Kansas

The Southwest Quarter {(SWr4) of Sectlcm Six {6), Township Eighteen {18}
South, Range Twenty-two {22} East of the 6th P.M.

which cil and gas lease has previously been released by Lessee; and

Whereas, Lessor desires to acquire from Lessee all right, title and mterest in and to the
wells, casing, ines, and squipment located thereon;

Now, therefore, in consideralion of the mutual promises and agreements each made o
the other, Lessor and Lessee agree as follows:

Lessee does hereby release, relinquish, surrender and quitclaim to the Lessor, their heirs,
successors and assigns, as their interest may appear, any and all right, titte and interest
whatsoever owned by the Lessee, including any reversionary or contingent rights or interests
in and to the lands described hereinabove by virtue of said oil and gas lease and/or any
assignment(s) thereof, and does hereby sell, assign, transfer and convey o Lessor all the
walls, casing, lines, and equipment located thereon, all of which are hereby sold, assigned,
conveyed and transferred to Lessor in "as is" condition. Lessee makes no representations or
warranties whatsoever, express or implied, concerning same, including merchantability, fitness
for a particular purpose, or any any other purpose.

Lessor accepts all of said wells, casing, lines and equipment in their present condition and
location, and foraver releases and discharges the Lessee from any duty or fiability for the
maintenance or plugging of said wells or further restoration of said premises, Lessor hereby
expressly assuming all responsibility for such maintenance, plugging and restoration and
agreeing to forever indemnify and hold Lessee harmiess from any claim, cause of action,
penalty or iability therefor.

L N

" Christian L. Martin, Owner
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ACKNOWLEDGMENTS
STATE OF  Kondot  COUNTYOF b lid s
This instrument was acknowledged before me on juéi / 6 .18 '?f by

James Riekerson.
¢ 4
s —— ’

@Egmg% et parss Notary Public ¢
Te ; otary Public
S vy i Exa_%-% Appointiment Expires:
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This ihstrument was acknowledged before me on [} 7
Christran L. Martin, d/b/a Martin Qi Propeities. ~

/-

Notary Public
Appointment Expires:
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| Kansas CORPORATION COMMISSION Foum T
| O & Gas CONSERVATION DIVISION Pocm must ba srad
j . . y F 118 be 8 5
| REQUEST FOR CHANGE OF OPERATOR Al Banke must ba Fried

TRANSFER OF INJECTION GH SURFACE FIT PERMIT

Form KSGNA-1, Cartifiantion of Compliance with tthe Kensas Surface Qwnor Notifigation Act,

Chook Appiicable Soas: MUST be submittad with this form.

M

“1 Oif loase: No.of O wepis 9 e Effective Date of Transter: _ 0882014 e
L (esliegse: No.ofGeaWells ___. =

. . Y
— KE Dept of Revenue Lagise Mo« 124883

B

Gz Gatheriag System: ———— .
; g Bysh : Lesse Name: Flinsbaugh , -
.1 Belweler D‘aposa‘ Well - Parmit No.: ) ' o

wam . N 6T 143 2E e ]
Spoflocation: —_________ festirom ij /U S Line ot et et 80 THP. ROER LB W
e festirom | 1E /1 W Line Laga Description of Lease: _2teched
Entignced Racovery Project Permit No.: e
o i Rateved
Entirk Project: i. _Yes % 'Na }JJNSMS V(}RPORKHON cOMMNSSION
Numper of Imjection Wats - ‘
Jt R - o Production Zone(s): _Squire| SEP 19 20t
Field Nam: | 2ota-Rarttoul e . CONSEQUATION DIVISION
- ‘ IeCHON ZOMBIEY o e T TR RS e
“* Sice Twp Must B& Completéd, - : o
Sarfuce PR Parmit No.: featfrom N /[ § Line of Section
{API No_ it Dl Pl 340 o Mad) . .g,
—testom B /[ W Line of Sackon
TypeolFi | | Emargency | | Burn .7 Settling I i HaukOff .| Warkover 7| Driling
Past Oparisiors License No, _B281- Deceased-death carlficate attachad Gontact Parson,  4eath carlificate ettached o
Past Cperdtors Name & Addrazs; Robert Kmh‘m Fhone:

37370 Jphn Brown Hwy Osawatomie K3 66064

Tite: Signan.re %ﬁ%w&ﬁg&ﬂ
Dne

New Operdtors Licensa Mo, . 35117+ e e Contact Porson; oty Randy Kitchan - —e
New Opevloﬁs Nsme & Address: _POVerty Knob Produstion LiC Phone; 313-755-3763

3G395 W 3513t St Osawatomie XS 56084

Cil / Gas Purchaser:, " 2ins Marketing

N ) o Data: S28/1 — -
Ting; Jwners, Managing Partners Signatute: Jﬁ% / / ﬁ[ i e
Acknowledgimeant of Transfer: The sbove request for wansfar of injaclion suthorization, surface plt permit # nee been

noted, appmoves and duly recondedd in the rasorde of the Kansas Corporafion Commission. This ackaowledgment of transfor partaing to Kanges Corporation

Commissich records only ard doss not convey any ownership intsrest in the above Injeotion weil(s) or pit parmit.

is mcknowiedged as 18 acknowletiged as
the new operator and may conlinue to inject flulds as authorized by the new operator of the above named leass containing the suface pit
PermitNot| e . Hecommended acfion: . parrifted by No: _ _ . -
Date: L Dater —_—
Aumwizms@nawm Authoread Signature
SEFT ) Cr
DIBTRICT] . . . .. EPR 9/ 2 // ¥ PRCDUCTION i 201 o . ue -._9,:;{/:/..‘{ T
Mol ¥ Prst Operater New Oparaloy Dreteiet

KGC - Conservation Divigion, 268 N Maiy 5t, Ste 220, Wichits, KS 872021513
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Sidn Two
Must Be Filed For AR Wells
CDORLegss No., 124983 )
* Lease Name: Finsbaugh I e
P el TS,
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28 15-121-02540-00-00.~ 396 _Fgien. 4157 EEewL
b 3A 15-121-27200-00-00" 980 @yew 4110, ¢2)rme
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PR SSU - ¥ o ' FELAWL
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U, P, — - .. FEUENL ... ... FEUPWL ..
FOUFNL FEL/FWL,
— FSLFNL . FELJFWL
— J— — e TBILFNL L FELFWL
~ FSLAENL FEL/FWL
FSLENL FEUFWL
[ R . FSUBPNL o FELFWL
- - ESUL/FNL FEL/AWL
PN S » FSL/FNL FELFWL
A geparate shee! may be altachad ¥ pacessary
;I\g:;ni:;n o which sectlon sach well is ipcated.

*Lotstion: SW1/4.8-185-21s

{O‘ijégi?gi%;w; {PROD%?’iﬁgfbn;idonea;
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KansAs CoRpOaaTIoN COMMISSION Form KSONA-1

O & Gas Conservarion Division Form Musat B;“T‘;ii‘;‘
CERTIFICATION OF COMPLIANCE WITH THE Al b e Sigred

KANSAS SURFACE OWNER NOTIFICATION ACT

This form must be submitted with alf Forms C-7 (Nofice of intent to Dritl); CB-1 (Cathodie Protaction Borehole imtert);
T-1 {Raquest for Change of Opemtor Transfer of Injection or Suiface Fit Permil); and GP-1 (Well Plugging Apulication).
Any such form submitted without an accomparying Form KSONA-1 wiff be returned.

Salact the corresponding form being filed:  [T1C-1 gatang  T1CB-1 (Camocte Protetion Borsbole meny (21 T-1 (Transtery | | GP=1 {Plugging Application)

OPERATOR: License ¢ o417, Well Location:

Nae: POverty Knob Production, LLC o, s L e B Twep. 18 5. 22 K East] | West
Addrass 1: 59998 W 357st 8t . Cwnty:'Miami, e

Address 2 . e Lense Name: | inshaugh well #:

Gity: Vsawatomie state: K zp 68084 ¥ fling a Form T1 for mulliple wells on & (ease. enter the fegal description of
Contact Parson: Misty/Randy Kitchen ihe loase beiaw:

Phonec( 813 ) TS5BT83 g ysame  legalattached

Email Address: . U

e

Surfaee Qwner Information:

Name: ':.?andyandM'S‘y ‘KST_CHEH Whan fiing & Form T-1 invalving muliipe surfaes owners, ailach an addiional
Address 1. 99395 W 351st Gt i . ) shoat listing aif of the infonmation 1 the left for eagh urgce owner. Surca

+ awner imformation can ke found In the records of the register of deads for the
Address 3 . A courdly. and in the rest estate property tax recarts of the courdly lreasurer,
city: Qsawatomie State: K8 __ 7, 66064

if this form is being submitied with a Form £-1 {Intent) or CB-1 (Cathodic Protectior: Borsholg Intent), you must supply the surfacs owners and
the KOC with & plal showing the prodicted focations of lease roads, tank batteries, pipslings, and eleclriea!l iines. The localions showr on the plat
are pre{iminary non-birding estimates. The locations may ba entered on the Form C-1 plat, Form CB-T plat, or a separate plat may ba submitted,

Selwct ong of the feliowing:

% [ cartify that, sursuant to the Kansas Surface Owner Notice Act {House Bill 2032), | have providaed the foliowing o the surface
ownerls) of the land upon which the subject wall is or will be tocated: 1) a copy of the Form C-1, Form CB«1, Form -1, or Form
CP-1 that | am fillng in cormection with this form; 2) # the form being filed is & Form C-1 or Form CB:1, the plat{s) required by this
form; and 3) my operalor nene, address, phone number, fax, and emed address,

77 { have not provided this information 1o the surface ownet(s). | acknowladge ihat, because | hava not pravided this information; the
KGC will be requited to send this information to the surface owner(s). To mitigate the additional cost of the KCC performing 1his
task, | acknowledge that 1 must provids the narme and addraes of the surlase ownsr by Hiling out Lhe top sectiorr of this form and
that | am being charged a $30.00 handling fee, payable to the KCC, which is enclosed with this form.

if choosing the sscond opfion, submit payment of the $30.00 handiing fee with this forrn. If the fee is not received with this form, the KSONA-1
form and the associated Form C-1, Form CB-3, Form T-1, of Form CP-1 wilf be retumad.

i hersby certify that the staternents made herein are true ang comect to the bost of my knowledge and belisf.

828414 / . / - cwner, managing parner
Dam . o e ey Sigrature of Openator ar Agent; | e /”/%[yak . Tite: Receivad -
KANBHR CORPORATION COMMIBSION
SEP 10 2014

CONSERVATION DIVISICN
KEG - Conservation Diviglon. 268 N Main St. Ste 220. Wichita. KS 872021813 HERIS
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