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RECEIVED
KANSAS CORPORATION COMMISSION
MAY 07 2012 BEFORE THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS
LEGAL SECTION
Before Commissioners: Mark Sievers, Chairman
Ward Loyd

Thomas E. Wright

In the matter of an Order to Show Causeon ) Docket No. 12-CONS-152-CSHO
the Commission’s own Motion issued to )

Osborn Energy, L.L.C. and Central States ) CONSERVATION DIVISION
Energy L.L.C., with regard to responsibility )

under K.S.A. 55-179 for plugging the Adams )  License No. 32294 (expired)
Lease in Section 12, Township 15 South, ) 34570

Range 24 East, Johnson County, Kansas )

PRE-FILED TESTIMONY

OF JEFFRY TAYLOR
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1 Q Please state your name and business address.
2 A Jeffry Taylor, 228 Main, Wellsville, Kansas 66092,
3 Q By whom are you employed and in what capacity?
4 A Currently I am a private contractor.
5 Q Were you previously employed by Osborn Energy, LLC?
6 A Yes, previously I was Director of Operations for Osborn Energy.
7 Q: How long were you employed by Osborn Energy?
8 A: From 1998 to 2011.
9 Q Have you previously testified before the Kansas Corporation Commission?
10 A: No.
11 Q: As Director of Operations for Osborn Energy, what were your general duties?
12 A: I was responsible for supervising employees, overseeing office operations, managing
13 field operations, monitoring production, setting wells, and pretty much doing whatever
14 needed to be done.
15 Q: Who did you report to as Director of Operations for Osborn Energy?
16 A Jim Osborn.
17 Q: Is Osborn Energy is a Kansas limited liability company?
18 A: Yes.
19 Q: Is Osborn Energy wholly owned by Jim Osborn?
20 A No.
21 Q: Who are the members of Osborn Energy, LLC?
22 A Central States Natural Gas, LLC and OE Management, LLC.
23 Q: Is Jim Osborn a member of Central States Natural Gas, LLC?
24 A: Yes.
25 Q: Is Jim Osborn a member of OE Management, LLC?
26 A No.
27 Q: Does Jim Osborn have any interest in OE Management, LLC?
28 A No.
29 Q So Jim Osborn is not the only person who has an interest in Osborn Energy?
30 A That is correct.
31 Q: Who owns OF Management, LLC?
32 A I believe that company is owned either directly or indirectly by David Gamperl and Chris
33 Hodes.
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Is Jim Osborn the sole manager of Osborn Energy, LLC?

No.

Who are the managers of Osborn Energy, LLC?

Jim Osborn and David Gamperl.

Is there a division of management responsibility at Osborn Energy?
Yes.
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incident to the operation and management of the Company?
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David Gamperl.
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Are you familiar with the company Central States Energy, LLC?
Yes.
What is the business of Central States Energy, LL.C?
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Oil and gas exploration and production.
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Are you employed by Central States Energy, LLC?

No, but I provide services to Central States Energy on a contract basis.
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Who are the members of Central States Energy, LLC?

Jim Osborn.
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Do Osborn Energy, LLC and Central States Energy, LLC have the same owners?

#183 P.004/015

Who has the authority at Osborn Energy to incur and pay all expenses and obligations

Are Osbomn Energy, LLC and Central States Energy, LLC located at the same address?

No. Osborn Energy is on the lease for the current rental space, located at 208 W. Main in

22 Cleveland, Missouri. Osborn Energy was there but not paying its rent. Central States
23 Energy started paying rent and took over the space, but did not enter into a new lease.
24 Q Are Osborn Energy, LLC and Central States Energy, LLC run by the same people?
25 A No.

26 Q Have you reviewed the Corporation Commission’s Order to Show Cause and the Pre-
27 Filed Testimony of Taylor Herman in this matter?

28 A Yes, I briefly skimmed through it one time.

29 @ Are you familiar with the Adams lease?

30 A Yes.

31 Q How many wells did Osborn Energy operate on the Adams lease?

32 A 14.

33 Qs Who owns these wells?
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1 A The wells are owned all or in part by Osborn Energy, Kansas Gas Exploration, LLC, and
2 OEIG.
3 Q What is the status of the Adams lease?
4 A The lease was declared terminated by Court Order in a lawsuit filed in Johnson County,
5 Kansas.
6 Q: Are you referring to Adams Management, LP and Western Capital, Inc. v. Osborn
7 Energy, LLC and Osborn Land & Cattle Co., LLC, Case No. 09 CV 88517
8§ A Yes.
9 Q Are you familiar with that lawsuit?
10 A: I am generally familiar with that lawsuit. I gave a deposition in the lawsuit.
11T Q Tell me about your knowledge regarding that lawsuit.
12 A The plaintiffs were trying to terminate the Adams lease and the defendants were trying to
13 prevent that from happening. Ultimately, the Court ordered the lease terminated and
14 ordered the defendants to plug the wells on the Adams property. The Court entered a
15 Journal Entry of Judgment, which was attached to Mr. Herman’s pre-filed testimony as
16 Staff Exhibit 1. The Order states that the defendants were to file plugging applications
17 with the Kansas Corporation Commission by July 26, 2011, and have the wells plugged
18 by September 28, 2011. The Order also states that in the event defendants fail to plug the
19 wells on the Adams property, the plaintiffs may have the wells properly plugged and the
20 cost to plug the wells shall become an additional judgment against defendants.
21 Q: Did Osborn Energy file the plugging applications and plug the wells?
22 A No.
23 Q: Why not?
24 A Due to Osborn Energy’s instability and grave financial situation at that time, it had no
25 staff to file plugging applications or plug the wells. Because Osborn Energy could not
26 plug the wells, it chose to allow the plaintiffs to have the wells plugged at their cost and
27 have the plaintiffs’ costs become an additional judgment against them, as contemplated
28 by the Court’s Journal Entry of Judgment.
29 Q And did the Court award the plaintiffs damages for the cost to have these wells plugged?
30 A Yes. The Court entered a Journal Entry on September 16, 2011, which awarded the
31 plaintiffs additional damages in the amount of $56,392.00 as costs to plug the 14 wells on
32 the Adams property. The Journal Entry is attached as Respondent’s Exhibit 1.
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Q: So before these Corporation Commission proceedings began, the plaintiffs in the Adams
lawsuit had already been awarded $56,392.00 in damages against Osborn Energy for their
costs to plug the wells?

A: Correct.

Do you know whether the plaintiffs have had the wells plugged?

A: 4 of the wells were plugged last winter. I don’t know about the other wells and, at this
point, I would have no way of knowing. The Adams lease has been terminated so Osborn

Energy can no longer go onto the Adams property. None of the current employees of
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Central States Energy have been on the Adams property since around the time the 4 wells

10 were plugged.

1 Q You are aware of the fact that in June of 2011, Osborn Energy transferred operation of a
12 number of wells to Central States Energy, correct?

13 A Yes.

14 Q: And you are also aware of the fact that Osborn Energy did not transfer operation of any
15 of the wells that are part of the Adams lease, correct?

16 A Yes.

17 Q: Tell me why the operation of certain wells was transferred from Osborn Energy to

18 Central States Energy.

19 A Osborn Energy was not able to pay its taxes and its license expired on March 30, 2011.
20 Central States Energy applied for and received a license to operate, just days before the
21 entire field would have been shut down. Osborn Energy transferred operation of certain
22 wells to Central States Energy on an emergency because it could not get its license and to
23 prevent the field from being shut down.

24 Q Why didn’t Osborn Energy transfer operation of the wells that were part of the Adams
25 lease?

26 A Operation for the wells that were part of the Adams lease was not transferred because

27 those leases were part of the ongoing litigation between Adams Management and Osborn
28 Energy. Osborn Energy did not feel it was appropriate to transfer operation of wells that
29 were involved in pending litigation.

30 Q In June 2011, did Osborn Energy send Adams Management a letter regarding a change in
31 operator status?

32 A Yes, Osborn Energy sent Adams Management a letter and T-1 form stating there had

33 been a “change of operator of the Hydrocarbon Lease and/or the Riverdale Pipeline that

5
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is on or traverses your acreage.” The letter and T-1 form are attached as Respondent’s
Exhibit 2. As you can see, the T-1 form only applied to operation of the “gas gathering
system” or pipeline, not the wells. In actuality, there was no change in operator status for
the pipeline or the wells. Riverdale Pipeline was and remains operator of the pipeline.
Riverdale previously subcontracted operation of the pipeline to Osborn Energy.
Riverdale now subcontracts operation of the pipeline to Central States Energy. The T-1
form was sent as the result of a clerical error.

What do you mean by a clerical error?

The person who normally files these types of forms was on maternity leave and this letter
and form should never have been sent.

As for the wells for which the operator status was actually changed, I understand that
Osborn Energy transferred the operation only, not ownership, of these wells to Central
States Energy, is that correct?

Yes.

Did Central States Energy derive any economic benefit from taking over the operation of
wells that were previously operated by Osborn Energy?

No. Although Central States Energy received income from operations and maintenance
from the well owners, it has lost money each month since taking over as operator of these
wells. The income from operations and maintenance does not cover the cost of operating
these wells. Central States Energy does not derive any economic benefit from the sale of
oil or gas that was produced by these wells. |

There was no transfer of proceeds from the sale of oil and gas that was produced from
these wells from Osborn Energy to Central States Energy?

Correct.

To the extent that any profit was realized from the sale of oil and gas that was produced
from these wells, which company would that have gone to?

To the company that owns the well.

Was there any assignment of leases from Osborn Energy to Central States Energy?

No.

Was the transfer of operator status from Osborn Energy to Central States Energy done for
any purpose other than preventing the field from being shut down?

No.
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Was the transfer of operator status from Osborn Energy to Central States Energy done for
any improper purpose?

No.

Are Osborn Energy and Central States Energy the same company?

No.

Do Osborn Energy and Central States Energy have the same principals?

No.

Do Osborn Energy and Central States Energy have the same owners?

No.

Does this conclude your testimony?

Yes.
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IN THE DISTRICT COURT OF JOHNSON COUNTY, KANSAS

CIVIL COURT DEPARTMENT
ADAMS MANAGEMENT, LP; and )
WESTERN CAPITAL, INC,, )
Trustee of the Aubry Trust )
)
Plaintiffs, )
)
Vs, ) Case No. 09 CV 8851
) Division 14
OSBORN ENERGY, LLC; and )
OSBORN LAND & CATTLE CO,, LLC, )
)
Defendants. )
)
JOURNAL ENTRY

Now on this 16™ day of September, 2011, comes on Plaintiffs Motion to Show Cause
Why Defendants Should Not Be Held In Contempt. Plaintiffs appear through their attorneys
Charles C. Steincampm of Depew Gillen Rathbun and Mclnteer, LC and Teresa A. Woody of
The Woody Law Firm PC. Defendants appear through their attorneys Nick Hillyard of Franke
Schultz and Mullen, P.C.
Findings of Fact and Conclusions of Law
1. The Court entered summary judgment in Plaintiffs’ favor on July 12, 2011, In that
Order, the Court directed that Defendants plug all wells on the property, and that
Defendants file applications with the Kansas Corporation Commission no later than
July 26, 2011 at 5:00 pm.
2. Defendants have failed to comply with the Court’s Order in that they did not file with

the KCC, and have taken no steps to plug the wells as ordered by the Court.

sCAM DRTE 2011.00-.20 16:21

3. Pursuant to reports of the KCC, admitted into evidence herein and presented to thg’

; OF DISTRICT COURY |~
CngﬁNson COUNTY. KS.
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Court, there are 14 unplugged wells on the property.
4. Pursuant to reports of the KCC, entered into evidence and presented to the Court, the

average costs of plugging a well on the Plaintiffs’ property at current rates is

$4,028.00.

5. Plaintiffs’ have incurred additional attorneys fees and expenses in the amount of
f, N
"

32,900, in conjunction with this motion, which the Court finds reasonable and
appropriate.
Wherefore, the Court finds that Defendants are in contempt of the Court’s Order of July
12, 2011. Accordingly, the Court awards Plaintiffs damages of $56,392.00 as costs to

plug the 14 wells on Plaintffs’ property. The Court further awards Plaintiffs’ their
/\’. oy G e
reasonable costs and attorneys’ fees in the amount of %906:60, for a total 'ludgment

Y52, S0

3

against Defendants and each of them jointly and severally in the amount of

IT IS SO ORDERED. /

L/HONORAB@IN ORIARTY

PR [
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SCAN DATE 20110020 16:21
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Centrc!s‘;;‘fes Energy, LLC

i Phones §153-288-3156:
Busyrus, KS 66013 centralstatésenergy@gmail.com

Juna 15, 2014

AOES NAHEGRIERE, LP.
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Sincersly,

e

Jeff Taylor/ Director of Operations

RECEIVED TIME JUN 18, 5:43PM PRINT TIME JUN.18
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VERIFICATION OF JEFFRY TAYLOR
STATE OF KANSAS )

COUNTY OF ¥ nitl,

Jeffry Taylor, being first duly sworn, deposes and says that he is the Jeffry Taylor
referred to in the foregoing documents entitled “Pre-Filed Testimony of Jeffry Taylor” in Docket
No. 12-CONS-152-CSHO before the State Corporation Commission of the State of Kansas and
the statements and attached exhibits therein were prepared by him or under his direction and are
true and cortect to the best of his information, knowledge and belief.

Notary Public

My Commission expires:

S GTARY PUBLIC - Stale of Kansas
B o MCHELEREED

v
o

TRy dpt. Exp, sl B RS
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BEFORE THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Mark Sievers, Chairman
Ward Loyd
Thomas E. Wright

In the matter of an Order to Show Causeon )  Docket No. 12-CONS-152-CSHO
the Commission’s own Motion issued to )

Osborn Energy, L.L.C. and Central Statess ) CONSERVATION DIVISION
Energy L.L.C., with regard to responsibility )

under K.S.A. 55-179 for plugging the Adams )  License No. 32294 (expired)
Lease in Section 12, Township 15 South, ) 34570

Range 24 East, Johnson County, Kansas )

CERTIFICATE OF SERVICE

I, Jacqueline M. Sexton, coupsel for Central States Energy, LLC in the above referenced
proceedings, certify that on this % day of May 2012, the above and foregoing document was
filed with the Kansas Corporation Commission, via facsimile, with the original and eight (8)
copies mailed via U.S. Mail to the Executive Director of the Commission at 130 S. Market, Suite
2078, Wichita, Kansas 67202, and mailed via U.S. Mail to the following parties.

John McCannon

Litigation Counsel

Kansas Corporation Commission
Finney State Office Building
130 S. Market, Suite 2078
Wichita, Kansas 67202-3802

John Almond

KCC District 3

1500 W. 7™ Street
Chanute, Kansas 66720

Robert Jenkins

Well Plugging Coordinator
Kansas Corporation Commission
Finney State Office Building

130 S. Market, Suite 2078
Wichita, Kansas 67202-3802

Osborn Energy, L.L.C.
c/o Resident Agent, CT Corporation System
112 SW 7th Street Suite 3C

Topeka, Kansas 66603 (\ ;Q,Q _ M
alpuotte. (N dpaen—

Jagquelife M. Sexton KS #19878
nsel for Central States Energy, LLC




