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Q. What is your name and business address?1 

A. Nancy D. Borst, 266 N. Main St., Suite 220, Wichita, KS 672022 

Q. By whom are you employed and in what capacity?3 

A. I am employed by the Conservation Division of the Kansas Corporation Commission as an4 

Administrative Specialist in the Licensing and Legal departments. 5 

Q. Would you please briefly describe your background and work experience?6 

A. I worked as the Communications Coordinator and Public Information Officer for Kingman7 

County from 2013 to 2017. Prior to that I was the managing editor of the Kingman Leader-8 

Courier newspaper. I have worked in various roles in journalism for the past forty-five years 9 

and continue to own a freelance journalism business. I have a Bachelor of Science degree 10 

from the University of Kansas. I have worked for the Kansas Corporation Commission since 11 

February 2018 as an Administrative Specialist. My primary duties include processing and 12 

reviewing license applications, processing open records requests, and processing legal filings. 13 

Q. Have you previously testified before this Commission?14 

A. Yes.15 

Q. What is the purpose of your testimony in this matter?16 

A. The purpose of my testimony is to discuss the evidence that supports the penalty order issued17 

by the Commission in Docket 24-CONS-3072-CPEN (Docket 24-3072), and to discuss 18 

Staff’s position that the license of Thor Operating, LLC (Thor) should be revoked due to its 19 

connection with Mr. Mark McCann of Quito, Inc. (Quito).  20 

Q. Why did the Commission issue a penalty order in Docket 24-3072?21 

A. The Commission issued a penalty order in Docket 24-3072 due to Quito’s failure to comply22 

with K.A.R. 82-3-120 by having unplugged wells on its expired license. 23 
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Q. Would you please explain the requirements of K.A.R. 82-3-120? 1 

A. Yes. K.A.R. 82-3-120 provides that each operator in physical control of any oil, gas, injection, 2 

or monitoring well or gas storage facility shall maintain a current license even if the well or 3 

storage facility is shut-in or idle.  4 

Q. When did Quito’s license expire? 5 

A. Operator’s license expired on May 30, 2020. 6 

Q. Would you please provide a brief background of the facts related to Docket 24-3072? 7 

A. Yes. On September 2, 2021, the Commission issued an Order in Docket 22-CONS-3115-8 

CMSC (Docket 22-3115) denying Quito’s application for license renewal. The license denial 9 

was based upon Quito’s failure to meet the requirements of K.S.A. 55-155(c)(4) and K.A.R. 10 

82-3-120(g)(2). The denial was also based on Mr. McCann’s substantial relationship with 11 

MC C Oil Company, which had a suspended license for noncompliance with KCC Docket 12 

16-CONS-361-CSHO. 13 

Q. When did the Commission issue a Final Order in that docket? 14 

A. The Commission issued a Final Order in Docket 22-3115 on February 9, 2023. The 15 

Commission’s Final Order affirmed its September 2, 2021, Order Denying Application for 16 

License based on Quito’s failure to demonstrate it was in compliance with all regulations 17 

adopted under Chapter 55 of the Kansas Statutes Annotated.  18 

Q. Did Commission Staff send a Notice of Violation (NOV) letter to Operator regarding the 19 

unplugged wells on Operator’s expired license? 20 

A. Yes. On August 28, 2023, Commission Staff sent an NOV letter to Operator requiring 21 

Operator to address the unplugged wells on its license by September 11, 2023. That letter was 22 

attached to the Docket 24-3072 Penalty Order as Exhibit A.  23 
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Q. Did you have any communications with Quito regarding the unplugged wells on its 1 

expired license? 2 

A. No. 3 

Q. Are there still unplugged wells on Quito’s expired license? 4 

A. Yes. Quito still has around 145 unplugged wells remaining on the license as of the date of this 5 

testimony.  6 

Q. When did Thor receive an Operator’s license? 7 

A. On February 15, 2023, Thor filed an application for an operator’s license. Staff processed the 8 

application on February 17, 2023, when Thor’s operator’s license was issued. However, it 9 

later became apparent that a substantial relationship appeared to exist between Thor and 10 

Quito. Thor applied for and received an operator’s license after the Commission determined 11 

Quito’s license could not be renewed. 12 

Q. Do you believe this is a coincidence? 13 

A. No. It appears that there is a connection between Quito and Thor. Ms. Denise Klug goes into 14 

more detail regarding this connection in her testimony. 15 

Q. Has Thor provided sufficient financial assurance to add wells to its license? 16 

A. It appears that Thor attempted to provide a Letter of Credit as its option of financial assurance 17 

as required by K.S.A. 55-155(d). Staff received a Letter of Credit for Thor from Stride Bank 18 

of Bartlesville, OK on May 8, 2023. However, the Letter of Credit provided was unacceptable 19 

on its face because it did not include the required wording. There are specific instructions 20 

operators must follow when submitting a letter of credit. These instructions and a sample letter 21 

of credit are included with the KCC License Application. I have attached a copy of these 22 

instructions to my testimony as Exhibit NB-1. Here, most of the letter of credit submitted by 23 



Direct Testimony of Nancy Borst 
Dockets 24-CONS-3001-CSHO, 24-CONS-3072-CPEN, 

and 24-CONS-3086-CMSC 
 

5 

Thor was a recitation of K.S.A. 55-155 and did not follow the specific instructions listed. It 1 

also contained an expiration date of May 2, 2024. A Letter of Credit with an expiration date 2 

automatically prevents Staff from approving it because it is required to be irrevocable. I also 3 

have concerns as to whether Stride Bank can provide an acceptable Letter of Credit as an out 4 

of state institution, but I have not taken a detailed look at that. I have attached a copy of the 5 

submitted Letter of Credit to my testimony as Exhibit NB-2. 6 

Q. Can wells be transferred if the new operator has not provided appropriate financial 7 

assurance?  8 

A. No.  9 

Q. Will you please explain the requirements of K.S.A. 55-155(c) and K.A.R. 82-3-120(g)(2)?  10 

A. Yes. K.S.A. 55-155(c)(3), (4) and K.A.R. 82-3-120(g)(2) provide that in order to obtain 11 

approval of a license or license renewal, an applicant: (1) if registered with the  Securities and 12 

Exchange Commission, must demonstrate to the Commission’s satisfaction that the applicant 13 

complies with all requirements of Chapter 55 of the Kansas Statutes Annotated, and 14 

amendments thereto, all rules and regulations adopted thereunder and all commission orders 15 

and enforcement agreements; or (2) if not registered with the  Securities and Exchange 16 

Commission, must demonstrate to the Commission’s satisfaction that the following 17 

individuals comply with all requirements of Chapter 55 of the Kansas Statutes Annotated and 18 

amendments thereto, all rules and regulations adopted thereunder, and all commission orders 19 

and enforcement agreements: (1) the applicant; (2) any officer, director, partner, or member 20 

of the applicant; (3) any stockholder owning in the aggregate more that 5% of the stock of the 21 

applicant; and (4) any spouse, parent, brother, sister, child, parent-in-law, brother-in-law, or 22 

sister-in-law of the foregoing. 23 
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Q. Did you have any communications with Thor regarding its license application? 1 

A. No.  2 

Q. Please summarize your recommendations.  3 

A. I believe the facts in this matter support the penalty order assessed by the Commission in 4 

Docket 24-3072. I would recommend that the penalty assessed against Operator by the 5 

Commission be affirmed. Operator failed to address the unplugged wells on its expired license 6 

by the deadline provided in the NOV, or by the deadline set forth in the Penalty Order in this 7 

matter. Additionally, unplugged wells remain on Operator’s expired license. Further, if the 8 

Commission determines that a relationship exists between Quito and Thor, then I would 9 

recommend that Thor’s license be revoked. 10 

Q. Does this conclude your testimony? 11 

A. Yes.  12 



KANSAS CORPORATION COMMISSION
OIL & GAS CONSERVATION DIVISION

KCC LICENSE APPLICATION
General Information & Instructions Packet for New Licenses

Form OPL-1 
March 2021
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FINANCIAL ASSURANCE FOR KANSAS OIL & GAS OPERATORS
Under	K.S.A.	55-155(d),	Kansas	oil	and	gas	operators	are	required	to	provide	financial	assurance	in	order	to	obtain
or	renew	a	license.

COMMON OPTIONS FOR PROVIDING FINANCIAL ASSURANCE

1) Obtain a Blanket Performance Bond or Letter of Credit (K.S.A. 55-155(d)(2)).

Under	this	option,	the	operator	must	obtain	a	bond	or	letter	of	credit	in	an	amount	determined	by	the	number	and
depth	of	wells	on	the	license	as	follows:

Wells	less	than	2,000	feet	in	depth	 Wells	2,000	feet	or	more	in	depth
1-5	wells	 	 									$7,500	 1-5	wells	 	 $15,000
6-25	wells	 	 									$15,000	 6-25	wells	 $30,000
Over	25	wells	 									$30,000	 Over	25	wells	 $45,000

An	operator	with	wells	in	each	category	must	provide	financial	assurance	totaling	the	amount	needed		for	each	category.

2) Pay a Non-Refundable Annual Fee Equal to 6% of the Amount of the Bond/Letter of Credit Under
Option 1 Above. (K.S.A. 55-155(d)(4)).

Under	this	option,	the	monetary	amounts	are	as	follows:

Bond/Letter	of	Credit	of					$7,500	 					=	 								Non-Refundable	Fee	of						$450
Bond/Letter	of	Credit	of			$15,000	 					=	 								Non-Refundable	Fee	of						$900
Bond/Letter	of	Credit	of			$22,500	 					=	 								Non-Refundable	Fee	of			$1,350
Bond/Letter	of	Credit	of			$30,000	 					=	 								Non-Refundable	Fee	of			$1,800
Bond/Letter	of	Credit	of			$37,500	 					=	 								Non-Refundable	Fee	of			$2,250
Bond/Letter	of	Credit	of			$45,000	 					=	 								Non-Refundable	Fee	of			$2,700
Bond/Letter	of	Credit	of			$52,500	 					=	 								Non-Refundable	Fee	of			$3,150
Bond/Letter	of	Credit	of			$60,000	 					=	 								Non-Refundable	Fee	of			$3,600
Bond/Letter	of	Credit	of			$75,000	 					=	 								Non-Refundable	Fee	of			$4,500

3) Provide a Bond or Letter of Credit in an Amount Equal to $0.75 Times the Total Aggregate Depth of All
Wells on the License (K.S.A. 55-155(d)(1)).

FINANCIAL ASSURANCE – ADDITIONAL CONSIDERATIONS

• Once	a	method	of	financial	assurance	is	selected,	that	method	must	remain	in	place	until	the	next	license	renewal.

• Operators	with	no	wells	are	not	required	to	pay	financial	assurance.

• If	at	any	time	during	the	year	the	number	or	depth	of	wells	increases	such	that	the	amount	of	financial	assurance
on	the	license	is	inadequate,	the	operator	must	immediately	provide	the	required	additional	financial	assurance.

• Operators	with	an	acceptable	record	of	compliance	(fewer	than	5	violations,	less	than	$3,000	in	fines)	demonstrated
during	the	preceding	36	months	may	pay	a	non-refundable	fee	of	$100	in	lieu	of	other	financial	assurance.

Exhibit NB-1 
Page 1 of 3
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INSTRUCTIONS FOR LETTERS OF CREDIT

Standard Letter: The	attached	sample	Letter	of	Credit	must	be	followed.	Pre-printed	letters	of	credit	
containing	most	of	the	terms	shown	here	are	satisfactory	if	the	remaining	terms	are		
included	under	a	special	provision	section.	The	Letter	of	Credit	must	be	an	irrevocable	
Letter	of	Credit,	payable	only	upon	the	Commission’s	drafts.

Kansas Banks:	 Letters	of	Credit	will	only	be	accepted	from	banks	or	banking	institutions	authorized	to	do		
business	in	Kansas.

Signature Requirements: 

The	following	must	accompany	the	Letter	of	Credit.

• 	A	Corporate	Secretary’s	Certificate,	bearing	the	bank’s	seal,	as	to	the	bank’s	Board
of	Directors’	resolution	establishing	authorization	of	officer	positions	to	execute	Let-
ters	of	Credit.

• Incumbency	Certificates,	as	needed.

Amount of Letter of Credit:

Please	see	“Financial	Assurance	for	Kansas	Oil	&	Gas	Operators,”	which	appears	on	
the		preceding	page	of	this	information	and	instruction	packet.

INSTRUCTIONS FOR PERFORMANCE BONDING

• To	obtain	a	performance	bond,	contact	your	insurance	agent	or	surety	company.

• The	performance	bond	must	be	written	by	a	surety	company	authorized	to	write	performance	bonds	in
the	state	of	Kansas.

• The	performance	bond	is	to	be	filed	with	the	Kansas	Corporation	Commission,	Conservation	Division,
266	N.	Main	St.,	Suite	220,	Wichita,	Kansas	67202-1513,	phone	(316)	337-6200.

• A	sample	performance	bond	is	attached.

Penal Sum of Performance Bond:

Please	see	“Financial	Assurance	for	Kansas	Oil	&	Gas	Operators,”	which	appears	on	the	
preceding	page	of	this	information	and	instruction	packet.

KCC - Conservation Division, Licensing Department, 266 N Main St, Ste 220, Wichita, KS 67202-1513

KANSAS CORPORATION COMMISSION
OIL & GAS CONSERVATION DIVISION

KCC LICENSE APPLICATION
General Information & Instructions Packet for New Licenses
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– SAMPLE –

(Issuing Bank’s Letterhead)
(Date)

IRREVOCABLE LETTER OF CREDIT

LETTER	OF	CREDIT	NO.	(reference number) 

Kansas	Corporation	Commission
Conservation	Division
266	N	Main	St,	Ste	220
Wichita,	KS	67202-1513

We	hereby	establish,	effective	immediately,	by	order	and	for	the	account	of	(name and address of operator),	our	
irrevocable	Letter	of	Credit	No.	(reference number)	up	to	aggregate	amount	of	U.S.	$	(numeric and written total 
amount of the credit)	in	favor	of	Kansas	Corporation	Commission,	Conservation	Division	and	available	by	your	
drafts	drawn	on	us	at	sight.

We	hereby	engage	with	you	that	drafts	drawn	and	presented	by	you	in	accordance	with	the	terms	of	this	Credit	
will	be	duly	honored	by	us	if	presented	to	us	at	our	Letter	of	Credit	Section	at	(address)	by	(expiration date); 
(expiration date must be at least 120 days from the last day of the month the operator’s license or renewal is 
issued) or	prior	to	any	subsequent	expiration	as	provided	herein.

Except	as	otherwise	provided	herein,	drafts	drawn	hereunder	must	be	marked	“Drawn	Under”	(name of bank) 
Letter	of	Credit	No.	(reference number) dated (effective date) and	accompanied	by	a	copy	of	a	Kansas	Corpora-
tion	Commission	Order	requiring	(name of operator)	to	plug	a	well(s)	within	the	state	of	Kansas	and	a	statement	
from	the	Director	or	Litigation	Counsel	of	the	Commission	that	the	well(s)	have	not	been	plugged	as	required	by	
the	Commission	Order.

The	original	Letter	of	Credit	and	all	amendments,	if	any,	must	be	presented	at	the	time	of	any	drawings	hereunder	
for	our	endorsement.

It	is	a	condition	of	this	Letter	of	Credit	that	it	shall	be	automatically	extended	for	additional	terms	of	one	(1)	year	
from	the	present	or	each	future	expiration	date,	unless	we	give	you	and	(name of operator)	at	least	one-hundred	
twenty	(120)	days	before	said	expiration	date	written	notice	by	certified	mail,	return	receipt	requested,	or	hand	
delivery,	that	we	elect	to	terminate	this	Credit	at	the	end	of	its	then	current	term.

KCC - Conservation Division, Licensing Department, 266 N Main St, Ste 220, Wichita, KS 67202-1513

(NOTE: Letter of Credit must be accompanied by a 
Certificate of Authority or Board of Directors’ minutes 
certifying that the signatory is authorized by the Board 
of Directors to execute Letters of Credit on behalf of 
the bank.)

(Typed Name and Title)

(Signature)

KANSAS CORPORATION COMMISSION
OIL & GAS CONSERVATION DIVISION

KCC LICENSE APPLICATION
General Information & Instructions Packet for New Licenses
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