BEFORE THE OIL CONSERVATION
COMMISSION OF THE STATE
OF NEW MEXICO

IN THE MATTER OF THE HEARING CALLED BY
THE OIL CONSERVATION COMMISSION OF THE
STATE OF NEW MEXICO FOR THE PURPOSE OF

CONSIDERING:
THE APPLICATION OF R. A. NIPPER AND CASE NQ II
DAVID PINKELSTEIN TO HAVE DECLARED THE
HEREINAFTER DESCRIBED WELLS AS ABANDONWED ORDER NO. 124

WELLS AND THE APPLICATION OF THE SAME
SAID PARTIES T0 PULL CASING FROM THE

SAME SAID WELLS, WHICH SAID WELLS ARE
DESCRIBED AS FOLLOWS:

H., L, Williams! Well No. 3, located on
Section Pwenty-nine (29), Township
Bighteen (18) North, Range Eicht (8)
West, N.M.P.M.; H. L. Williams! Well

Noe 4, located on Section Nineteen (19),
Township Eighteen (18) North, Range
Eight (8) West, N.M.P.M.

ORDER TO FURTHER CONTINUE HEARING

BY THE COMMISSICN:

Informal motion to continue hearing in the above cause,
through the attorneys in said cause, H. S. Glascock, Esquire, and
E. R. Wright, Esquire, came on for hearing in the office of the
0il Conservation Commission at Santa Fe, New Mexico at 1:%0 O'clock,
E.M., on the 6th day of May, 1938; and the Commission having considered
the same,

IT IS THEREFORE ORDERED that the hearing in the zbove matter,
be and the same is hereby continued to June 27th, 1938, at 9:00 o'clock,
AM,., and at that date to be heard in the office of the 0il Conservation
Commission at the Capitol, Santa Fe, New Mexico.

DONE at Sante Fe, New Mexico, this 6th day of May, 1938.

OIL CONSERVATICN COMMISSION

A dfiroe e

Frank Worden, Commissioner of Public

lands,
Secretary.
A. Andrea N

Acting State Geologist



BEFORE THE OIL CONSERVATION
COMMISSION OF THE STATE
OF NEW MEXICO

IN THz MATTER OF THE HEARING CALILED BY
THE OIL CONSERVATICN COMMISSION OF THE
STATE OF NE¥ MEXICO ¥CR THE PURPOSE OF
CONSIDZRING:

THE APFLICATION OF R. A. NIFPER AND CASE NO., 11
DAVID FINKELSTEIN TO HAVE DECLAR®D THE

HERGINAFTER DESCRIBED WELLS AS ABANDONED ORDER NO. 116.

WELLS AND THE APFLICATICN OF THE SAME
SAID FARTIES TO FULL CASING FRCM THE
SAME SAID WELLS, WHICH SAID WELLS ARE
DESCRIBED AS FOLLOWS:

d. L. Williems Well No. o, located on
Section Twenty-nine (29), Townshi
Eighteen (18) North, Range Bight %8)
West, N.M.P.M.; Ho L. Williams' Well
No. 4, located on Section Nineteen
(19), Township Eighteen (18) North,
Range Eight (8) West, N. M. P. M.

OHDER TO CONTINUE HEARING.

BY THE COMMISSION:

Motion to continue hearing in the above cause made
by H. L. Williams, through his attorney, E. R. Wright, Zsquire,
came on for hearing in the office of the 0il Conservation Comn-
ission at Santa Fe, New Mexico at 9:00 o'clock, A. M. on the
12th day of april, 1938, and H. S. Glascock, Zsquire, attorney
for the petitioners, R. A. Nipper and David Finkelstein in seaid
cause having advised the Commission that the continuance of the
hearing as requested in saild motion was agreeable,

IT IS THEREFORE ORDERED that the heering in the above
matter, heretofore ordered by publication as provided by law
and set at the hour at which this Motion came on for considera-
tion, be and the same is hereby continued to May 12, 19388, at
9:00 o'clock, A. M., and at that date to be heard in the office

of the 0il Conservation Commission at the Capitol, Sants Fe,

New Mexico.



DONE at Santa Fe, New Mexico, this 12th day of April,
1938.

OI1, CONSERVATION COMMISSION

Frank wWorden, Commissioner of
Public Lands,

Secretary.

<

A. Andreas
Acting State Geologist.




BEFORE TEE OIL CONSERVATION COMKISSION
OF THE STATE OF NEW MEXICO

In the Matter of the Hearing Called

by the 0il Conservation Commission

of the State of New Mexico for the

Purpose of Considering the Application

of R. A, NWipper and David Finkelstein

to have Declared the hereinafter ‘
described Wells as Abandoned Wells, 1
and the Application of the same said Gese No. 12
parties to pull casing from the ssme

said wellas, which sald Wells are

deseribed as followss

H. L. Williams Well No. 3, located
on Sec. £9, Twp. 18 K., Rg. 8 W.,
N. M, P. M.

H. L. Williams Well No. 4, located

On S‘Oa 19’ T'pt 18 NO, Rsb 8 W.,
N. ¥. P. M.

TRANSCRIFT OF TESTIMONY

This matter came on for hearing befere the 0Ll
Conservation Commiasion of the State of New Mexieo, at Santa
Fe, New Mexico, on July 26, 1938, at 9 A. M., pursuant to
Notice of Hearing duly served upon H, L. Williams, and R, A,
Ripper and David Finkelstein, the parties herete, and thelr
respsctive attorneys, and filed in said case, the members of
the Commission present being Hon, Frank Worden, State Land
Cormmissioner, Secretary of the Commission, and Hon. A. Andreas,
State Geologiat., E. R. Wright, Esq., of Santa Fe, N. M.
appeared ss attorney for H. L. Willlams, respondent, Messrs.
Denny & Glascock of Gallup, W. ¥, by H. S. Glascoek, Bag.,
appeared as attorney for the appllcants, R. A, Ripper and David
Finkelstein, Carl B. Livingston, Esq., Santa Fe, N, M.
appeared as attorney for the 011 Conservation Commission.

Whereupon the following proceedings were hadj



SOMMISSTONER WORDEN: Tmis meeting 1s called for the
purpose of hesring the agplication of R. A. Hipper and David
Pinkelstelin to have declared the herelinafter described wells
abandoned and theapplication of the same parties to pull casing
from the same wells, which said wells are deacribed as follows:

Hy L. Willlams Well No. 3, located on Section 29,
Township 18 Horth, Hange 2 West, and 7, L, Willlams fell No.
4, located on Section 19, Township 13 lorth, Range 8 Weat.

Are there any statements the attorneys would care to make’

MR. GLASCOCKs ¥ay it please the Commission, it 1s the
contention of the applicants that they gre the owners of
certain casing located in wells originally referred to as
Williama Wells numbers 3 and 4.

I might say in outlining our case, that early on
1936 two gentlemen from New York named Zurnham and Quigley
acquired from ¥r. Willlams an assignment for all of his oill
leases and acreage and permits in McKinley County on what is
usually known as the Hospah Structure. A part of this land
was Covernment land on which Mr. Willlams held an assignment
of a prospecting permit for exploration for oilj the balance of
it was land belnging to the Santa Fe, Pacific Railway campdny.
At the same time Mr., Williams gave these gentlemen a bill of
sale which covered the following described property:

All the persontl property including two

Standard drilling rigs, all machinery, work-

ings, tools, equipment, englinea, bollers,

tanks, bailers, cars, pipe lines, pumping

stations, loading and unloading facilitiles,

reservoirs, and any and all other personal

property of every kind, nature and description

whatsoever, incldental to, cennected with,

suiltable, necessary, or convenlent for the

exploration, prospecting, drilling and

development of oil wells.

Under that bill of sale, these gentlemen from lew

York pulled the casing from the two Government wellg, have
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disposed of all the toola, the boilers, machinery and every-
thing else on the two Government wells, that is the wells on
Government land.. They also sold all of the tools and equipment
on the Sgnta FPe land. That was sold to various people, some
of them pulled the casing, handled it in different ways. The
casing in Williams wells 3 and 4, which were the wells on the
Santa Fe land, and over which this Commlssion has jurisdiection,
wae sold to ¥r. Nipper and Mr. Finkelsteln of Tampa, Texas,
for 32,000 as is, they to pull the casing. When they started
to pull the casing, they were advised by your Cormissien they
would have to have your consent, and that is what we are here
for today.

I might say further that after considerable negotiations
betwern ¥r. Williems and ¥r. Quigley, ¥r. Quigley and ¥r, Burnham,
his partner, ree&nveyed to ire. Willlams the leases themselves.
That was necessary in order that iir. Willlams could get a new
lease from the Santa Fe; the old lease had run out and there
was some 519,000 due in back rentals. Hr. Willilams wanted to
get a new lease and they eventually assigned their leases to
¥r, Williama, and in that assignment there was this reservation.

his is the assignment back tc »r, Williams from Mr. Quigley and
¥r. Burnham which Mr. Willlams had to have Dbefore the Santa Fe
would give them the leases. This assignment is dated July 17,
1938, between Frank v. Quigley and Alexander 0. Burnham of the
first part, and H. .. Williams of the second part, and econtains
tnis provision:

"Save and excepting, however, unto said Frank

Ve Quigley and Alexander O. Burnhanm all of

thelr right, title and interest in and to the

personal property, whether above ground or within

the ground, of the sald Hoapah Structure

described in a certain bill ef sale from said

He Lo Williams to sald Preank V. Quigley and

Alexander O. Burnham, dated February 8, 1938."
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It is our position that Quigley and Burnhsm had
acgnired the casing before, with all the other personal
property. In the original bill of sale, but that if there waa
any doubt about 1t, 1t certainly becgomes conclusive when Mr.
‘H1llieme accopts back from them an assignment with that
reservation in 1. I think we can sl:iow that without that
assignment back from Quigley and Burynham Mr. Williams could not
have gotten these leases; 80 he takes that assignment and takes
the benefit of 1t and he certainly 1s estopved and barred from
clalming that he 1s not bound by the whole thing.

T don't know what position Mr. Willlams 1s taking
here. The only pleading filed would 1ndicsate he claims the
Santa Fe Rallroad Compeny owns this casing. 7T think we can
establish the Santa Fe does not make any claim to the cesing.

It 18 our noslitlion we own the casing and have complied with
whatever regulations you gentlemen mmke concer-ing the pulling

of 1t; we have a right to pull 1t. VWe are willinec to do whatever
you say to protect the oil strate formations, and so on,

We also think this: That this Cormission does not really
have jurisdiction to pass on the title to this casing; that 1t
is rnot ~p to you to say whether ¥r. Williams owns the casing
or whether ir. Finkelstein and ¥r. Nlpper own 1t. We are not
trying the question of who owns this casing, but it is our duty
to protest the oil stratas and formatione 1f we do pull 1t, and
wi:oever pulls that casing rmust do those thinrs, so when you set
up your requiremente to protest the oll stratas, T think 1f you
do that 1t is up to ¥r. Williams and ¥r. Nioper snd ir. ™Mnkelstein
to fight it ovt in the courte over w-o actuvally owns the casing.
Yaur duty is fully done if you protect the nil formations and
you can ceritainly do that by msaying whoever yulls this casing
mist do these particular thincs. T think that 1a the order this
Commission should make. (Argument)

wfon



If you enter such an erder saying that the Commission
has no jurliadiction to determine owmership but does require
whoever pulls this casing to do this particular thing, we will
g0 ocut and pull the ocasing and do exactly as you think it
should be done, and 1f Mr. Williams thinks he owns it or the
Santa Fe think they own 1t, then he can go into court and get an
injunction and we can try the thing out ina court of law,
where the thing should properly be trled.

We would like to get a ruling on that propositien,
after Judge Wright has astated his position, as to whethey or not
the Commission 1s going to pass on the title to the casing or
whether it is going to say what is required to be deome In order
that the casing be pulled.

JUDGE WRIGHT: If the vommission please, I don't think
¥r. Glascoek and myself are so terribly far apart in conneetion
with this situation.

I think the first thing this Commission has to
determine under the facta 1s, have these wells been abandoned?
Then I think I agree with Mr. Glascock that this Beard has no
Jurisdietion to determine the ownership of the casing for that
is a matter that should be litigzated in the courts, and for
that reason I am not going to make any particular statement
as to the facts. We don't agree with Mr. Clascosk on the facts
in connection with the ssle and transfer of th@ personal
property, but I agree with him that should be litigated in the
courts. The proposition is tiis, have these wells been
definitely abandoned.

We are prepared to show the outstanding existing lease
that the Santa Pe made late in 1936 for a five year tewm.
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Mr. Willisms has paid the rent} that lease 13 in good standing.
We have the original here, and a coy#;

We will show generally that in connection with the
drilling of ths two wils, they were drilled down to the oil
horizen, the reason he did not go ahead and drill them in,
there being no pipe line fhéiiitil; or oil facilities, and
the terms of the lease requiring certain substantisl payments
whether the oil was produced or net.'

The next proposition will be that if the Commission
would then consider the question of whether thess men have a
right to pull the casing, that this Commission preseribs rules
and regulations for the pulling of that casing, and make their
order effective after & reasonable length of time to give a
reasonable opportunity of the parties to litigate this mmtter
in court, if they see fit.

I think the preliminary thing %o be done is to determine
whethsr or not these wells stand as abandoned wells. 4Any order
made by the Commission as to the method of pulling and what
they are required to de should be a0 worded as not to be effective
for, say, thirty days, to give an opportunity to start procedure
in court and determine the ownership of the casing.

MR. GLASCOCK: Regarding the proposition that it is first
necessary to prove that the wells are abandoned, I am not entirely
in accord with Judge Wright on that. A4s I understand it, even
though & well were still in the precess of being drilled, it
might still be desirable to pull the casing for s-ms reason or
other, and if 1t is pulled and the well treated in acsordance
with your practices, 1t could be pulled even though it was not
an abandoned well. We have twe applications. I imagine they
will be treated together, the sams evidence goes to beth. One
1s to pull the casing} we are asking to do that whethay we
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can prove the welle are abandoned or not. An order can be mads,
without saying who owns it or has a right to pull it, but simply
saying if this casing 1s pulled, you must do these things. Ve
expeat to go ahead with our proof that they are sbandoned wells
but if, for any reason, we should fail in our proof to your
satisfastion that the wells are abandoned, I still think the
Commission should prescribe regulations by which the casing may
be pulled by the rightful owner.

COMMISSIONER WORDEN) We will riow hear the tesatimony on
this.

(¥essrs. ‘roat, iipper, Hemenway, Duffy and Williams
sworn as witnesses)

JUDGE WRIGHT: I think we would like to have the witneases
step out.

(Mr. Duffy excluded from room)

-Om

JOHN A. PROST, called ag a witness in behalf of the

Aprlicants, having been firat duly sworn, testified as follows:
DIRECT EXAMINATION BY YR. GLASCOCE.

¥hat 1s your name?
Johm A. Frost.
Where do you live?
Farmington, New Mexilco.
Vhat is your employment?

O > &£ P O

T am with the United States Geological Survey, Division
Engineer.

O

Does your territory include all of ¥eKinley County?

Yeoa.

Are you familiar with what 1s generally known as the Yospah
Structure?

A Yes.



Tell the Commission Just where that Structure is located,

Mr. Frost?

Well, it is in Townships 17 and 18 North, Range U and 10 West,
T believe; New Mexico Principal Meridian.

Has thers ever been any commerclial production of oil from that
Structure, any oil actually solg or delivered or transferred
from that Structure?

There has been a little bit used there in connection with
drilling operations & number of years agej I don't bellsve
there has been any outside sales.

How many producing wells are on thils Structure?

Three wells as capeble produsers.

Do you know whether all three of those are actually commercial
wells or not, of commercial value?

That is & debateable question, The operator who drilled them
hasn't seen it to produce them In some ten yeers or more since

they were drilled.

¥R. GLASCOCK: Judge Wright, will you admit Mr. Frost's qualifi-

cations as an expert . on oil wells and oil production?

JUDGE WRIGHT: I think soj; for the purpose of this hearing.

Q

Q
A

What 18 your opinion as to whether or not those three wells
are of commercial value?

I don't know whether I would want to commit mysélf untill I see
them produce a well, to say whether they are productive or not.
You say they have been drilled about ten years?

Longer than that, as I mecall. iir. Williams' Hancock well

¥o. 1, drilled in Section 1, that was completed and sihmt in
October 5, 1927.

Is that one of the three you refer to?

That is one of the three I refer to.

JUDGE WRIGHT: Let me ask one gquestion. You say that well was
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completed and shut in. It still remains shut in?
A Yes.
Q The casing has not been pulled in that well?
Not 4in this partiocular well. Another one 18 listed as a
small woll., Drilling ceased in June, 1926.
what Seotion 1s that?
Hearst No. 1, In Section 1.

Has that been ghut in%

> © » &

Yea.

MR. GLASCOCK: Is that a Mr., Williams well¥

A That is not.

JUDGE WRIGAT: The casing has not been pulled in that well®

A Yo sir, not in that one} and the same Company drilled another
well in Section 36, 18 North, 9 West.

¥R. GLASCOCK: When was that drilled and aompleted?

A July and August, 1827,

JUDGE WRIGHT: Has that one besen shut in?

A Yeas. ’

Q@ The ea:ing has not been pulled?

A No sir.

MR. GLASCOCKt Are these the three wells you referred to as being
wells that are claimed to be of commerclal value?

A That is what some people allege, yes.

But what dld you say about whether or not there had ever been

o

any real commercial production of oil from those wella?

A TIn the sense of commercial production, they have not bheen
produced.

Q Are you familiar with the wells known as the ¥, L. Williams
wells numbers 1 and 27

A I bslieve those are the two drilled on Government land?

Q Yes.

-



A..Yen.

Q When were those walls drilled?

A What we call well No. 1, the drilling was arproved May 3,
19273 drilling commenced April 30, 1927, and ceased in

August, 1827,

How deep was that well drilled, about?

2,000 feet, sccording to the records.

What 1s the condition of that well that you find at this time?
It 1is plugged and abandoned.

> £ » O

JUDGE WRIGHT: Hgs the casing been pulled?
A Yes.
MR. GLASCOCK: Did you have charge of the plugging of that well?
A Yes.
Q It was plugged and abandoned?
A TPlugged at Govermnment expense and charged plugged off the surety
bond. That would alsc apply to well no., 2.
JUDGE WRYGHT: I will go into that later,
¥Re GLASCOCK: You stated that the well was plugzged by the
Goverrment ?
A Yes.
CE WRIGHTs Was that before or after the casing was pulled?
A The pipe was pulled, we plugred 1t, cleaned it up, cemented
the sand offj we were going to rud the hole on up through
the pipe, and tn1s ¥Mr. Surnham, he cams on out to Zallup.
T dropped 1im a note we were goling to plug the well and leave
the pipe in the hole and 1f he claimed any interest in it
it would be up to him to mseke aome kind of an agresment to
pull the pipe if they wanted it. He came to Gallup and
contacted Mr, Carroll , the contractor. They entered into
an agreement on the salvage of the pipe, and that was a
matter between those two parties.
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+« GLASCOCK: You say that was plugged at Government expense?

Yes.

Had demand been made on Mr. Williama to plug it?

Yes.

What was his reply to that demand?

I don't know. The aum and substance of it was, he didn't
make any move on his part te plug it, and the matter was
referred to Washington and we got authority from Washington
to plug the wells, after he had been served by notice by
regietered mail,

Who pald the Gevermment fox plugging that well?

The Bonding Company paid us for it, they reimbursed us for
what we had spent.

Was there any oil in that well, Mpr. Frost?

There was a 1little bit on top of the water when we cleaned

it out and we took the precautions to ball the wells to find out
whether there was any oll. After we got that 1ittle o1l orfr,
there was no more o0il showed up other than what we would eall
a showing there.

Had that well been represented to you to be a commerciasl well?
The only way I could answer that would be to say what was in
the records; there were coples of letters that showed people
had been led to believe it wms a commercial well,

How about the Williams well No., 2°¢

The well was approved for drfilling September 17, 1927;

August 31, commenced Arilling; ceased drilling, March 25, 19883
final plugging April 25, 1928,

How dee¢p was that well, 1800 feet, was 1t°?

The reportéd depth on 1it.

Had that been repressnted to you as a conmercial well?

I wouldn't lmow without looking through the resonds.
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Did you find any o1l in well No. 27

A 1ittle blit on top of the watey when we went in to clean it out.
¥r. Frost, 1s it genemlly true that wells in that area cover-
ing the TJospah Structure and other surrounding areas usually
get a »light showing of oll at some shallow depth?

I don't know as I would want to qualify on that because since
I have been in this District there has only been one well
drilled in the Hospah area to the Hospah sand; I wasn't around
the rig at the time they went through that sand.

Did you procesd to the plugging of well No. 8 in very much

the same way that you plugged well No. 17

Yeos.

The Government plugged 1%1?

The two wells were on the same order so far as the water

work was concerned; we got permission at the same time to plug
both of them.

You ealled on the Bonding Company to pay the expense?

Yes.

Do you lmow how "wech that was the Covernment spent In plugging
the twowells?

Without looking it up, it was in the nelghborhoocd of twenty-
two hundred dollars, I believe.

Are you familiar with the Willlams wells numbers 3 and 4%

They are the wells in question. One other question -

Did Mr. Burnham also have charge of the pulling of the casing
from well No. 27

Yes.

He took that casing under some sort of agreement with Mr,.
Carroll and they salvaged it and sold 1t?

Yes.

Are y u familiar with the Williams wells numbers 3 and 47%
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I know where they are; that iz about all I would carve to state
on that; they were drilled before my ﬁiﬂ» here.

How far are they from Williams wellas %%ﬁharﬂ 1 and 27

Kumber 3 1s, I believe, appttiximately half a mile east of
Well Nos 2 on the chernmant:permit, and No. 4, I believe, 1s
about & mile north of the wells.

Do you know when those wells were drillod?

I can look in here (referring to memorandum). The one you
refer to as Williams No. 3 in Section 29 waa commenced in
May, 1928, and drilling ceased in August, 1528,

How deep wag that well?

Our records show 1880 feat.

How about Willliams well No. 4%

That was comuenced - in order to keep the rescord stralght on
i1t, it was originally started in June,1929 and drilling ceassd
in October, 1930, but they lost some tools in & hole thesre
and they skidded the rig in about 285 (%)}, it was stsrbed in
August, 1632, and drilling ceased in March, 1933.

How deep was that?

¥y records show 1750, I have heard it is around 2,000; I
don't know.

These last two wells were drilled about the seme depth ag the
first two, approximately?

Yeas.

¥r. Frost, have you been out to those locations recently,

the locations of those wells numbers 3 and 479

Yot right to them. I was out to the ‘‘ospah about twe weeks
ago, I believe; 1t was within three weeks anyway.

Vhat 1s the situation of thope wells at the present time
with reference to whether or not the machinery and camp

houses and derricks and 80 on are still there?
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About everything has been moved in, the derrick haa been
wrecked, the camp houses are gone, I believe, the majority, if
not all, the tools have been haulked away.
Do you know who disposed of those tools, derricks, bollers,
and so on?
Well, Burnham sold some of them through correspondencej other
parties have been referred over to your office to contact
RTurnham, I suppose Garéoll s0ld some of 1it.
Have you been right tc those wells in recent years, within the
last year or two years?
%ithin the last two yeara I have been to each one of them a
number of times.
Do you know the condition of the holes, whether they are filled
up with junk or anything of that sort?
The so-called No. 3 well that you refer to, I got it confused
with one of the Government wells to atart with, I foumd it
£illed with Junk, timber, rogk, and things they could drop
inte it, it was full clear to the suriace.
Mr. Frost, would it be possible to drill down through that junk,
rock and timbers and so on?
That would depend on what 1t 1gj some times you can, some times
you can't,
Has there been any activity connected with elither one of those
wells aince the dates you saj'e there, one 1929 snd the other
19337
¥ot that I know of.
Do you go up there freguently?
Quite often in the regular course of the work,
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CROSS EXAMINATION BY ¥R, WRIGHT.
¥r. Prost, when you went out there to plug those two wells
on the “overmmsnt permit, did you rind any traeces of previcus
efforts having been mede to pluz those wells?
#ell, sir, T belleve the point you have In mind there, we
distinguish betwoen what you call plug and sbandon thes well
and probably mudding 1. for indefinlte suspension. T answer
your question, we had a difference of opinion over what had
beon done out there.
Do you lmow who did the previous work?
T wasn't there at the time.
Who was supposed to have done 1t?
Duffy was the man in charge of 1t, he had an extra man or
two out there that I believe sctually did the work, At
that particular time T had Just returmned from the hospital
for an appendicitis operation and couldn't gst out and was
rnot preaent. In my regular course of work I inguired around,
fo nd out where they hauled the water from, where they got
theiyr material, and in cheecking up there was a decided
difference over what I wanted done and what had been d one.
Didnt't you agrprove that plugging?
T did.at the time T approved it but I hadn't been ouvt at
the well.
You approved the vlugging of the two wells?
¥ot wha? I call pluggzing, that was udding.
You approved the mudding of the two wells on the theary
of indefinite suspsnsion of dperations?
Yes.
You f1led your report to that effect”
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Yes, I can produce my copy of it. (Iroducing paper)

I belleve t»1lsg 1s the one that ycu refer to, here in June,
1934, the ‘jospah sand from 1243 to 1950 carried oil and

water; no teat was ever made pf o0ll; this alows the well

waps mudded for Indefinite suspension during May, 1954.

And you approved that, and socrsported to the Govermment?

Yesge.

When was it that a later call was rade for plugging the well
as an abandened well? |

Here is what I call the cancellstlion of approval. Under date
of Yay 14, 1934, “r. %. ¢. Duffy as agent of Alexander O.
~urnham submitted a notice alleging he had mudded Nos 1

well with approximately 25 barrels of rud and that the mud

wag Introduced from the surface Ifrom a mixing box.

Do yau know how rmch casing there was in that well at that time?
The 124 wag set at 82 feet, the 10 inch at 1197 and 82 at 1841.
Do you know what the depth of the bottom of that well was?

That particular one, I think, is the ons that was alleged to be
2,000 feet.

When was 1t that you cancellad your approval?

April 18, 1935.

When was the further plugglng done?

The notice was rinally approved larch 1, 1637 the icrk

wag started late in 1936 ~ along in lovember or Degember.

What was the reason for the further plugging of that well with
the pipre still in the well?

Well, 1t ham been our policy = Just making a general statement -~
that 1f & well haa heen drilled and they walk off and leave 1%,
haven't attempted to plug it or produce it, they call upon

the operator to plug the well. In these cases, as I mentioned
a while ago, some of my old records would indicate that they
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ealled it a commercial well, I Inasist on those wells being
tested, if they were to take the proper precautions, if they
weré not to plug them. There waes no effort made to prove
sny 01l was in them. We commnicated with Mr. Williams,
finally wrote him & letter and sent 1f by registered mail,
¥o effort was then made to so in or prove thery was o1l in
them or plug them. The matier was then referred to
Washlngton and permission was finally granted to proceed to
enter into a contract tc plug the two wells. |

But no demend has been mede on Mr. Williams to pluz the
others?

Tney are on rallrocad land, we have no Juriadietian of those
wells.

How did you happen to communicate with ¥r. Burnham about
those two wells, Fumbers 1 and 27

Mr. Quigley had been up through Farmington the sumer of
1930, I belleve it was, in comnection with checking or buying
those wells, making a dcel on them, and also & well over on
éhﬁ Indian Reservaltion near Vista, and some one %old him to
come to my office to get some Information and he was the one
that was telling me about this proposed transfer of title
and I told him what we had been doing. When authority came
from Washington, that 1a how I happened to dro. him a note,
sc 1f he was interested in the casing to give him an oppor-
tupity to pull it. Aa a matter of policy, if it 1s necessary
‘to pull the pipe out of the well, we pull it and plug ity if
1t 1s not sbsolutely necossary to the best Interest of the
department, we will clean the well out and £111 the oasing
with mud and cement the surfade up.

How long d4id you say you had bHeen connected with work out
there in McKinley County?

17~
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I have been in this district since the fall of 1030.
Who was your predeccasor?
A fellow by the name of Snow. ,
was he working there when nunbsrs 1 and 2 were mudded in by
Durfy?
Ko, T was hero then.
D1d you find that number 1 had been cemented in, the casing
hsal been aet end cemented at the bottom?
T car probably tell you how much we got out of it. (m the
well number 1, we pulled 990 ft. of 3% casing, and the casing
that wasz left in the hole extended fram 990 ft. on down to
1841,
That would indicate it was cemented in place?
Fither that or 1t was stuck, one or the other. I see in here
in a letter, the %} casling reported cemented at 1341 in the
Auvgust 1927 monthly report. That was where I was eheoking
over soms of our old records,
That was cemented down very close to the bottan of the hole?
Yes.
¥hat was the reason of asklng for other aotion than Just the
mudding of that well?
This sasing was sat on top of what they eall the Hoyspah sand and
aftcr’” that pipe was sct in gement the well was ﬁriiled on
through that sand or at least inte it, and that is vhnre they
got tholir water and showin: of oll. |
Tow do you lknow that?
We balled the well and cleaned 1t out and then we went in teo
cexent down through that, aa&»than teated the well to see
whether the water was shut off or not before we proeeeded with
the rmdding of 1t.
How about numbey 2?7
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The c¢asing pulled out of well number 2, we cut the shoe (?)
joint on the 6 5/8ths down in that well, that was the inside
atring, we cut 585 of 8% easing, that was the outside string,
there was 180 of that partieular string left in the hole
from 585 to 76E.
Did you find any indications of a casing leak Iin number 2
well in the 6 5/8 ingh?
I don't know that I could anawer your question definitely
one way or the other; we were interested in clsaning the
well out to the botitom and then bailing it to see whether
there was water and oll in 1%,
Were both of those wellk capped when you went in there?
The number 1 was capped but when we went into it we found
quite a bit of dirt, 280 ft. from the top, when we got to
that, we found boards and tnings of that kind that would
float on top eof oil and water, Then we found some open holes.
There waz no rmid on the hole for a ways. We had to arive
that stuff to the bottom and filsh 1t out to get to the sand.
The same thing applied to the well number 2 that was not
capped. Ve found boards, sticks and stuff pretty well to the
top of 1t. We had to clean that out before we could get to
the fluid.
s
RE-DIRECT EXAMINATION BY MR. GLASCOCK
Kr. Frost, you say that those wells were ordered mudded off
in what year - 1934, was 1t~?
Yes.
That was on the theory that dperationa would be suspended
for some period of time?
Yes.
Was that upon representation of Mr. Williams that he 1ntended>
18-



to go ahead and produgce or develop those wells?

Off hand, I couldn't answer that queation, but the poliey,
ir that might explain 1t,- & great many times when a permit,
what we call our prospecting permits, are still in good
standing and 1f a well 1sn't bheing materially damaged, that
we would suspect anyway, and the operator doesn’t want to
plug it and he has good reaspns for not wanting to do 1t,yet
we want the well protected, then we tell them to mud it, what
we call, f£1l11 1t up with fluld mud, cap them to the surface
and let them stand that wey.

In 1936 when you ordered the wells plugged, would 1t have
been possible even after you ordered them plugged, for Mr.
¥%illiams to have obtained a walver of that plugging order if
he had shown definite intention to go ahead and develop those
wells? |

I think so; we don't go out and tell people to do something
for the pleasure of making them do it.

After you ordered him to plug the well, I1f he had come forward
and showed some intention to go ahead, that pluggzing order
could have been withdrawn?

I would 1like to find the letter I wrote; that letter was sent
reglistered to Mr. Willlams. ‘He might have i1t there in his
files.

Is that the ususl pollicy, that even after you order plugsing,
if they show some real desire to go shead and develop the well,
the government will permit them to do 1t?

Yes, as far as that is concerned.

Did Mr. Williams reply to you, in response to your letter
telling him you wers going to plug these wells?

He replied te one of them, I don't know just off hand which one
«20~



it was.

Q Do you find that letter, that reply? Do you have there a
letter which you wrote to Mr. Willlams advising him these
welle were to be plugged?

MR, (GLASCOCKT Judge Wright do you have that letter?

JUDGE WRIGHT: Yes {producing letter).

A Here 1s one from M¥r. ¥illiams dated Yovember 4, 1935; here
is the one that was sent re;lstered mail.

MR, GLASCOCK: We would like to get into the record that letter.
Could we introduce that in evidence and substitute a copy
80 Mr. rrost will not be without his file on the thing?

COMNY I3SIONKER WORDEN: You may.

MR. CLAGCOCK: I call your attention to this letter; resd it all,
1f you wish, but the last parszraph 18 particularly in point
and I might read it into th&_reaard.

I am reacing from a 1§tter dgted February 11, 1935, addregsed
to E. L. Willllama, Prescott, Arizcona, written by Joan A. Frost,
IListriet Engineer of the Unifed itates Biologleal Survey:

"In view of the above facts, you are requested to show cause
within fifteen days of receipt of this letter why the well
should not be properly rlugged and abandoned and the records
closed, at government expense, and zppropriatc actlion taken to
obtain reimbursement under the surety bond.”

Q@ ¥%as there ever any cause shown by Mr, Williams in response to
that letiter?

L I have one here dated lovember 4, 193B.

JUDGE, WRIGHT: Have you one of F¥ebruary 20, 1935%? (Handing
witness letter) Did you receive that one?

A Just off hand I can't say I recall it but I wouldn't question
it because I do remember somg word had passed to Mr, Duffy

w2l



becausge I had met Mr. Duffy.

MR. CLASCOCK: You say thal on well number 1 the casing had been

cemented in at about 1850 ft.°?
At least from what I have learmed since I have besn here, I
dontt belleve I weuld question it, because the sipe was
stuck and they had to shoot it there or pull 1t.
There was an open hols below where the casing was cemented?
Yes.
In other words, they had drilled or down through the Hoapah
gand and fully tested the Hoapah sand?
Yes, I think that 1as correct.
Ig that also true of well nmmber £, that the Hospah sand had
been tested?
Well number 2 had not been drilled as deep, it wss drilled
guite a distance below where the ocasling was set,
Tt wasz also drilled into the Hospah sand?
I think se.
-0 -

RE~CROSS EXAMTKATION BY MR. WRIGHD
Mr. Frost, what are generall# the government reqguirements
under pﬁrmit. are they uot to Arill 500 feet the firat year
and 2000 feet the next? |
That waa one of the requirements of the old permit but it has

been our policy and without g copy of the rules and regulations’

. here.~ there is some aresc tmere where & 500 rt. well wouldn't

get anywhere and & 2000 ft. well mizht not test any partioular

hérizan in an ares where you know how deep to drill.

what 1s true in the iHoapah area?

That case out there, [ would say a well 17350 to 1900 ft. in

this general area would be sufflelent depth to test the sand;
-28a



1f you wanted to drill deeper to the Dakota sand then 1t
would require = deeper well.
(Witnesas excused)
- -
Yo O HEMENWAY, called as s witness in behslf of the
applicants, having been first dply sworn, testifiea as follows:
DIRECT EAAMINATION PBY MR. CLASGUCK
G #hat 1s your name?
ie CGe Hemenway.
¢ V¥hat 1s your occupation?
A Lend Commissioner, Santa Fe Pacific Rallway Company.
¢ State whether or not the Santes Fe Pacific Railway Company
owns Section 29 in Township 18 north, Range 8 wesat.
They Ao.
And also Section 19 in Tewnship 18 north, Rangs S west.

Yes.

O » O =

¥r. Hemenway, for the information of the Comnission here,

who originally had the oll leases on those two Sections?

A Our record shows on Seotion 1% and 29 a man by the name of
Re T+ Palmer had Section 19 and sssigned to H., I.. Willlams
December 31, 1927y A man by the name of W. 2. Johnson had
the lease on Seotlom 20 and assigned to . . Williams
Lecembey 14, 1927.

Q ¥r. Hemmenway, what was the situstlion regarding those lesmses
and the payment of the rentals on those leases in the summer
of 16367

A “hey were quite a wavs behind wlth their rentals end we were

attempting to work out some sgolution of their problem rather

than cancel them on account ¢f default.
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‘@111. you tell the Commission how much delinquent rental there
was owing to the Santa Fe on the leases held by 7. T.. ¥illlsms
at that time?

spound %19,000,00 for this sturf,

That went back how many yaars prior to 1936¢%

1932-3-4~5 and &.

In other words, there hsd bsen no rentals pald on those leases
after the year 193527 |

Partly paid, 1938, 1933~4-5 and & were unpald, and a part of
1032,

¥r, Hemmenway, 4did you lmow anything about the negotiations
existing botween ¥r, Cuigley and Mr. Williams during the
summer of 18367

T, of course, was nok in this position at this timej; Mr,
Collinson was in the Land Commissioner's position. Our files
indisate there was some discussion as to the tranafer of those
leases but no assignment from Mr. Williams to Mr. cuigley

ané Mr. Burmham wes ever acknowledged by the Sante Fe=Facific.
Do you know whether or not there was such an sassignment from
¥Mr, 7illisms to Mr. Quizley?

Only in our correspondence lr. Williams and Mr. (uigley both
scknowledzed that there were some dealings going onj we
couldn't say positively whether or not there were.

Do you regall thet Mr. nillianl undertook to get a new legse
from the Santa Fe and you required him to furnish you with the
original of the sssigmment from (uigley and Durnham back to
him? |

We asked him for ka:ueh & document in the event there wes ome in
existense; we feolt we would have to have that if there was one.
Oupr records didn't indicate we ever geot it. Our records
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indicate the leasd was in ¥r. Williams' name the whole peried.
I will ask you to look through the correspondence and ses if you
have & letter from Hr. Williams' attorneys sent to you, sendihg
you this original assignment from Quigley and Burnham bdaock to
¥r. Tllliams?

There may be such an assignment there but our resords do not
indicate we ever aclknowledged such an aasignment.

Look at this letter here. I will ask you if you received from
Mr. J. H. Morgan, one of the attorneys for H. L. Williams, an
assignment in duplicate from H. L. Williams to Frank B.
Quigley and Alexander O. Burnham, dated February 28, 19367
Our records indicate that we did. |

T will ask you, Mr. Hemenway, if your flles indicate that

you received a ‘veopy or the opiginal of the assigrment dated
August 20, 1936, from Prank B. Quigley and Alexander 0.
Burnham to H. L. Williams?

They deo.

Does that have to do with this acreage here in the Hospah
Strmisture, including Seetions 1% and 2987

Well, I presume it does. I would say yes.

I will ask you whether or not you required of Mr. Williams
that he furnish you with this assignment from Quigley and
Burnham before you executed the new lease which he was
trying to get from you?

At this time, as I remember the file, we were, of course,
aware of dealings bdween Nr. Willlams and Mr. Quigdsy and

Mr. Burnham and in order that we might keep the records

clear we would, of course, insist that Mr. Williams furnish
us, that is, in the event that he had assigned to Quigley

and Burnham, coples of that assignment for our approval

and in the event Quigley and Burnham reassigned to Williams,
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we would expect to have that in ocur files too.
You did get coples of both?
We evidently d4id.
You got a copy of the assignment from Willlams to Quigley
and Burnham and a copy of the assignment back from Quigley
and Purnhem to Williams?
We evidently d4id.
And that was required before you would enter inte a new
lease with Mr. Williams, that 1s, 1f they existed you insisted
on having them?
If they existed we would insist. My recellection is, they
didn't exist, as far as our lsase is concerned, the terms of
our lease is no assignment would be made without our written
eonsent and that was never procured. That iz my recolleetion.
There was no approved assignment from Williams to Quigley and
Burnham but you do have lknowledge that there was one?
We 4id have Imowledge there was an agreement, in the event
they went through it would be neceazsary we have executed
copies of those agreements.

0=

CROS8 EXAMIRATION BY M¥R. WRIGHT.

You sntered into a new lease on the 16th of Septembder,
1956, Here is the original, you can look at that.
I have notes on that. JSeptember 19, 1938.
That lease 1s still in effect?
Yes.
With rentals paid?
Yes.
By Mr. Williams?
Yeos.
And it 1s atill in effect at the present time?

Yeos.
26



Q The current rental 1s on the basis of 5O cents for the
first year?

A It will be 80 cents, I think, the last one that is paild as
I recollect, two years up to September 19th of thias year.

JUDGE WRIGHT: I am going to offer in evidence, i1f the Commisalon
please, that lease, In connection with this cross examination.
0f course we want to keep the originsl, I have a copy.

¥R. CLASCOCK: We have no objection to the introduction of the
oopY.

Q Do you have any rules and regulations which you insist upon
in connection with the handling of wells, the plugging of
them, mudding them in?

A Only the provision in the standard form that requires that
the lessee abide by the msgulations having control) we insist
they take care of that.

Q Prior to 1932, Mr. Willlams had paid the rentals under the
old leases from 1928-9 to 19327

A Yes, a part of 1932.

Q You required the payment during most of those years of a
dollar an acre?

A BO cents the first, 60 the second, 70 the third, 80 the
fourth and by the fifth it would be about a dollar an acre,
the last YOArs;, yes.

He had paid a large and substantial sum under those leases?

A Yes.

-
HE~-DIRECT EXAMINATIOR RBY ¥R. GLASCOCK.

Q Mr. Hemenway, Jjuat one more question. Does the 3anta Fe-
Pacific Railway COmpany lay any claim to the casing in the
Williams wells numbers I and 4°¢

A Noj if you will notice, one of the provisions in the lease
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18 in the event we wish to take that over as a water well
for grasing purposes we are cbligated to pay the lessee
for that; that 1s my rceolloetian;

Q And in case of dispute it has to be determined by arbitration?
In case I don't see there would be a dispute. If the well
failed as an o1} well but was a good water well for water for
our grazing lessees, it was ocur privilege to take that well
over but we would obligate ourselves to pay for the casing.

Q In the event of dispute of the value of the casing it was
subject to arbitration?

A T presume 80.

@ That 1is correct.

(Witness excused)

~Q=
(At this time a recess was taken until 1:30 P, ¥,)
-0
1130 P, Mt
JOEN A. FROST, rewdalled as a witness for further
RE-DIRECT EXAMINATION 3Y MR. GLASGOCK.

Q Mr. Frost, How long have you been with the United States
Blolesiéal Survey?

A Sinee about the laast wesk in Febrmuary, 1927.

Q What are your duties in oconnectlon with being & representative
of the United Statea Bioleglcal Survey?

A Supervision of operations on the public domsin and Indian
lands in connection with wells and plugging for oil and
gas and relating subjeots.

¢ In other words, 1t has to 4o with the praiiﬁtion of o1l and
gas, of minerals, but oil and gas particulﬁrly?

011 and gas, yes.
Q And you have been gerving in that capacity sinee 1927, you
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say?
Yes.

Q VWhere have you served, outside of MecKinley County?

A ¥y present district is northwest New Mexigo and Arisona,
Southeast Utah and Southwest Colorsdo. Prior to that I
was in the Big Rend Basin in Wyoming.

Q And hag practically all your time been apent since 1927
in the supervision and contrel and inspesction of public landa
for oil and zas?

A Yes.

Q Mr. Frost, youheard the testimony here about the condition
of Williams Wells 3 and 4 regarding the time when they were
drilled and the present condition of those wells, the depth
to which theywere drilled, the fact that the machinery,
derrick, tools, and sc on aArXe now gone from those lecations;
I will ask you whether or not in your opinion based on your
knowledge and experisnce, those are abandened oil wells?

¥R, WRIGHT: We object 50 that on the ground that is the question
which this Commission has to answer from the facts adduced in
the case, and 1t is not a question for expert testimony.

MR. OLASCOCK: We think, if the Gormmisslon pleaas, that is a
question for expert testimony.

MR. WRIGHT: I further objesct orn ths ground his teastimony
with reference to the conditien of wells number 3 and 4
doss not contain sufficlent Dbasic facts or knowledge to
justify an expert opinion.

(Argument)

COX¥NISSTONER WORDEN: ObjJection sustained.

MR. GCLASCOCK: Exception.

Q@ Mr. Prost, I will ask you whether or not a well in the emdition
of Well No. 3 as it has been desoribed here would be ﬁ*y the
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Government called an abandoned well? ‘

¥R. WRIGHT; Same objection, and for the further reason that he
has not teatified to any facts, and he is the only one that
has testified as to the condition of that well, or attempted
to. He has not presented any factes to this Commission whigh
would indicate he had any knowledge whish would enable him
to answer that as an expert, even if expert opinion on this
question were admissable.

COMMISSIONER WORDEN: It seems to me your last question is
probadbly the same as the first one. Sustained. f

MR. GLASCOCK: Exception. At thils time, if the Commllllo; Pleass,
we will ask Mr. Williams to produce assignmeh#f from Frank
Quigley and Alexander Burnham to i, L. Williams dated July
17, 1936. If you will admit this is a true copy, we will
introduce that. May I examine Mr. Willlams on thip?

COMMISSTONER WORDEN: Yes.

(Witness excused)

-Q=
He L. ﬁILLIA&S. called as a witness in behalf of the
applicants, having been first duly sworn, testifled as follows:
DIRECT EXAMIRATION Y ¥R. GLASCOCK.

Q Hr. Williams, isn't this a copy of the sssignment you furnished
to ¥r. Hemenway as & condition to your getting this new lesse?

A I don't remember ever furnishing him with anything, unless
¥r. Morgan sent 1t on. !r. Horgan was handling that, and I
know the first assignment was not satisfactory and ¥r.
Yorgan sent it back.
Did you later get another assignment?

A T don't remember.

Q You wouldn't say Mr. Hemenway was incorrect in saying Mr.
Morgan as your attorney did furnish to Mr, Hemenway a oopy
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of the assignment from Quigley and Rurnham dback to you on
these leases?

No, I wouldn't say that.

As fax as you know, Mr, Morgan 4id?

Mr. Morgan handled that whole matter as my attorney.

o > o >

If he furnished a copy of the assignment, it was with yowr

authority?

A O, yes, he was acting for me.

MR. GLABCOCK: I think, under the circumgtances, we willintroduce
this in evidence, and call your sttention to this paregraph
here -

A T belleve ¥r. Hemsnway testified he never saw the assignment,
d1d he not?

MR. WRIGHTt We desire to object to the introduction as net
having been identified as the doeument furnished.

¥Re CLASCOCK: Judge Wright unﬁ Mr. Williams heard Mr. Hemenway's
teastimony this morning that there was furnished to him an
uiaignmnnt by Mr. Williams' attorneys.

COMMISSIONER WORLEN: As I recall his testimony, he testifted
that his files would indicate it was furnished.

MR. GLASCOCK: We subpoensed Mr. Williams and asked speocifically
that that assignment be produced. |

JUDGE WRIGHT: Our answer iz, we do not have s ch a doeument.

¥R. GLASGOCK: What {s the Commission's ruling on the admissablility
of that? T call your attention, before you rule on that, to
our subpoena duces tecum.

MR. WILLIAMS: K11 [ can say is, the first one that was sent, it
wasn't satisfactory to Mr. Morzan and he retumed thatj whether
they ever 1ssued another I don't kmow, but I know I paid the
rents and they accepted then.

MR. GLASCOCK: Tt is quite possible your attorney furnished



¥r. Hemenway with some assignment?

JUDGE WRIGHT: We admit that. I answered you by saying we didn't
have it.

(Asstignment from Frank V. Quigley and Alexander ©. Burnham to
9y L. Willilams, dated July 17, 1936, marked Applicant's
Exhibit 1)

(Assignment from . L. Williams to Frank V. Quigley emd
Alexander 0. Burnham, dated Pebruary 8, 1936, marked
Applicant's Exhibit 2)

(B11l1l of Sale from H. L. Williems to Frank V. Quigley and
Alexander 0. Burnham, dated Pebruary 8, 1936, marked
Applicant's Exhibit 3)

COMMISS8IONFR WORDEN: Applicant's Exhibite 1 and 2 are admitted
in evidance.

¥R. CLABCOCK: We offer thpj;in evidence for the purpose of
showing the whole transaction; that was the original assign-
ment from Mr. Willlams to Quigley and Burnham to his acreage
leases in the Hospah area. (Referring to Applicant's
Exhibits 1 and 2)

(3111 of Smle from Frank V. Quigley to Alexander 0. Surnham,
dated July 10, 1938, merked Applicant's Exhibit 4)

¥Bill of Sale from Alexander 7. Purnham to R. A. Nippsr and
David Finckelstein, dated August ___ 1937, marked
Applicant's Exhibit 5)

MR, OCLASCOCK: We offer these in evidence.

JUDGE WRIGHT: Ko objection.

¥Re. GLASCOCK: I understand that ell five of these exhibits
have been received in evidence.

COMMISSTONER WORDEN: Yes.

(¥itness excused)
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i. A, NI[FER, called as & witneas in behalf of the

Applicents, having been first duly sworn, testified as

followst
DIRECT EXAMIKATION BY MR. GLASCOCK.

Q@ VWhat 18 your name?

A H. A. Eipper.

Q Vhere do you live?

A Pampa, Texas.

Q V¥hat 1s your business?

A Selling plpe and buying pipe, drilling oil wells.

¢ Is your firm a corporation, partnership or individual
enterprise?

A Corporstion.

Q With whom are you associated in this enterprise?

A Nr, Pinckelstein and his father.

Q State whether or not you and Mr. Finckelstein bhought fyom a
Mr. Burnham the casing in what is known as Willlams Wells ’
number 3 and 47

A Ve did.

Q Tow ruch 414 you pay ¥r. Bupnham for that casing?

A Two thousand dollars.

Q Have you paid that $2,000.00%

A Yes.

Q@ And did you receive from Mr., Burnham a bill of sale of that
casing?

A We did.

Q Did you and ¥r, Finckelstein attempt to pull that casing?

A Ve did.

Q Tell the Commisslon Just what steps you took looking towards

the pulling of that casing?
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Well, we came in here and tried to get a permit to pull it.
Then we went out there and started to pull the 123 and the
State came out there and shut us down.

What condltion did you find those wells in when you got out
there, ¥r. Nipper?

We found the 124 open in the No. 4, I belleve it it; and we
found the other, No. 3, had a breach in 1t about 30 feet
down. ,

%hat de you mesan by the expresaion "had & breach in 1t"?
That was as far down as you c¢ould zet a measuring line.

Do you know whet substance was down in there?

¥o, T don't.

¥Wae there anything in well No, 37

There was not,

¥o refuse or anything of that sort, - stones or anything?
¥o sir, not as far down as wée measured 1t.

Are you sure now of the wells, as to which was well 3 and
which was well 47

The only thing T have got to go by 1s what theytold me.
Was there one that had a derrick over it at that time?

Yesn.

Was that the one that had something in 1t or was that the one

that was open?
That was the one that was open.
And it was the other one that was plugged up?

Yes.

So if that was Noe. 4 that had a derrick over 1t, Yo. 3 was the

one that was plugged up?

Yes.
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VWas there a derrick over t . is No. 4 well out there, one
of the wells?
Yes, the one that was referred to me ag No. 4.
Were there any tools around there?
Well, & string of toola hung in the rig and a few scattered
around the rig. |
What about the other well, No. 3, was there any derrick there?
There was not.
Any toolart
X0 sir.
Nor camp houses?
There was a camp about half way betwean the two wells.
Was there anything left in well No. 3 at all except the
easing?
Nothing but the thread protes¢tors for the casing.
e

EXAMINATION BY STATE GEOLOGIST ANDREAS.
You stated you came in to get a permit to pull the casing.
Did you get that permit?
No, I didn't get the permit. What I done, I came in here
after I was stopped to get a permit.
You came for the permit after we stopped you?
Yes, and talked to this gentleman here and he said we
would have to have a hearing on it and thresh it out here
among the Commissgion.
How nuch work had you done on pulling the casing before you
made even an attempt to get the permit?
We moved in there on that Hos 4 and put a cement dloek in
the bottom of it and started in on the 123. h
How many days had you been working out there before you
 were stopped?
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Wel , I would eay probably a wesk, seven or eight days.

You say you have been 1n the business of salvaging oil pipe
for some time?

I havee.

Where?

Texas, Cklahome, New Mexlco.

Did you ever try to pull casing without getting a permit before?
Yes.

Where ¢

In Oklahoma.

Did you ever try it in New Moxlve without getting a permit
before?

No, I don't know 88 I have.

Having had experience in that business, you knew you had to
have one, didn't you?

Hot on outlawed wells.

You knew better than that, didn't you, Mr. Nipper? You knew
you had to have a permit to pull oil well casing anywhere,
egpecially during the last four or five years?

Ko, 1 don't know as I do.

Did you ever pull casing ln Oklahoma without a permity

Yea.

WVhen? Within the last four or flve years?

The last four or five years.

Ever pull any in Texas without a permit?

Yes.

Within the last four or five years? (No anawer)

Where dld you pull any casing In New Hexico before you went out
here on this Hospah areat

T pulled some up here on the Red Lake well.

Did you et a permit for that?

-3Ge
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1 don't know whether the fellow got it or rot.
“ow lon ago was that, Mr. Niiper?

A couple or three years ago.

T»1s men, I can't racall hls name, he was from Cklahoms?

Yes.

You recall his rame, yo: must have had dealings with him?

Yes, T pulled it for him.
#hat 1s his name?
T can't recall it now.
He had a partner hy the name of 0'VNeal?
7 bellisve he did.
T™is wan's name was Pat -
Fratty.
N14 he have a permit?
T don't know whether he 444 or not.
You had your dealings with him?
Yes.
-~

SRO3S EXAMINATION Y ¥R. WRIGHT.

YXow, ¥r. Nipper, when you went out there this well hed a

derrlck over 1t, ycu say. Wwhat has become of that derrick

since then?

T don't kmow; the derrick was there the last time I was there.

Were those wells capped?
Fo sir, neither one of them was capped,
Nelther one was capped when you went there?

Yo.

> 2 9 » O >

Was the inside casing on that one well capped that was clear?
Nothing in 1t when I went to it and started working on 1t.

Yo cap on it. %Where did you et in touch with ¥r». Burnham?
Through Mr. Denny at (allup.
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Where dces r. Zurnham live, d3 you know?

In New York city.

You zot in touch with him through Hr. “enny?z

Yes. |

And you are familiar with this assignment of these oil rights
from ¥r., Willlams, Wr. Quigley and Mr. Burnhamgzxxbu saw them

\

there at the time you made the deal”?

\
\l

Yes. N

i

And you saw the bill of sale from ¥r. Williams taiﬁr. Quigley
and “urnham?  3
I a14d. o
And you knew the teyms of them at the time?

R

. \

Tn these negotiations which resulted in your getiing t&iabill
N N

Yes.

of sale from ¥r. Burnham, was ir. Denny acting ‘¥Eyaurxp§ternoy?
No, he was not. . é X

He was not acting as your attorney? | }‘ \
He was acting as the other fellow's attorney. jl ,
Burnham?s?

Yes,

(Witness excused)

having been first duly sworn, tsstifled as followss

-0= A

' \_\
W. ¢. DUFFY, called ag a witnese for the applikaﬁts.

4

1

DIRECT LXAMINATION BY iR. GLASGGGK}
Wnat 1s your name? }
¥. ¢, Duffy.
Are vou familiar with the wella which ere known ag Williams
wells number 3 and 47
Yes.
When was the last time that you were out to the location



of those wells?

e lest time I was out there, I beliove was in 1935,

"hat was the condition of well Ko. 3 with reference to being
open and free from debris and other substeances In the casing?
Yumber 37

Tes.

Yo. 3 was plugged.

Fhat 414 't have in 1t7

fgcan't tell exactly whet 1t had in 1it; a lot of stuff
ﬁrewn in the hole, bloocked nearly to the top.

Could you see any o” the stulf to tell what it was?

H&ck and astuff like that.

Fave any scrap iron or anything like that in 1t?

T dida't go into 1t to see what was In 1t; I went there to

plug the hole or mud it off and found it in that condition.

¥iia ANDREAS: You say you went in there to plug the well?

A

Went in there to mud 1t off.

¥R. AUDHEPAS: Who Instructed you to do that?

A

#re %illianms.

KR. CLASCOGK: Could you tell how far down this plugging with

A

rocks and other stuff went?

¥o, you couldn’t tell how far down it went but it was up
pretty close to the tops

In your opinion, would 1t be posslble to use that hole and
dr1ll down through that substance that was in there?

Tre dnly way you could have found out was move a mashine
or rig in and went in the hole and drilled it out $o ses
how bad 1t was.

Mr. Duffy, you were formerly employed by H. L. Williams?
Yes.

uow long hag it been to your knowledge since H., L. Willisms



has been at the Hospah Strusturef
A Well, the last time I knew of ¥r. Williams to be out to
the Structure was when he and ¥r. Quigley were ocut there; T
don't exactly remember the date, around 1935 or !'36, I have
rorgotten, when they made that deal.
Q Were you in charge of the drilling of well No. 4 there in
1632 and 1337
Yes.
was ¥r. Williams ever there while you were drilling that well?
o,

o > o »

ind he been on that Strueture at any time since 1388 until

the presaht date except the time he went out with iMr. Quigley?

A I couldn't say, up until 19838 when I went out there he never
was from my knowledge from 1938 until the time he was out there
with Quigleye.

Q Has he been out to your knowledge since the time he went out
with Quigley?

A Lot to my knowledge.

O
CROSS EXAMINATION BY MR. WRIGHT.

Q Hre. Durfy, this ia not exactly cross examination, but I would
1ike to clear up something Mr. Froat testified about this
morning.

¥R« & ASCOCGK: You are making him your witness for that purpose?

JUDGE WRIGHT: Yes.

Q Y¥re. Duffy, You know the two wells Jmown as Williams wells

number 1 and 2 on the GCovermment permit?

Yes.

Did you go out there and mud those in?

Yes.

To IS B

¥Mr. Willtams paid you for that?

«40=



Yes.
You 4id the mudding in under whose supervision?

My owne.

To S

Was there a Mr. Snow connected with the Biological Survey
at that time?

A Mr. Froat.

MR. GLASCOCK: Snow left that country along about 1928 or 1589
and this happened in 193B.

You were cut there and mudded those in in 1988¢

I believe it was.

Was ¥r. Frost around there at all when you mudded those in?
No.

You had had experience In mudding in wells?

Yos.

You theoroughly mudded them in?

> O > £ » O > O

I mudded them 1in according to the instructions from Mr.
Frost.

You somplied exactly with his Instructions?

As near as I could.

Mr. Williams paid you for that?

Yes.

D14 you sap that well?

No. 1 had the casing hesd on; I put a bull plug in No. 2.
And capped both wells?

Yeas.

And they were in that condition when you left?

They were when I left.

When did you leave out there?

I was cut there off and om up until along in 1938.

And they were still capped?

> £ » O > O » £ = O > O P O

The last time I saw No. 2 well, some one had taken the bull

plug out and drove a wooden plug in 1it.



Q But it was plugged at the time?
A Yes.
(Witness exoused)
-0
MR. GLASCOCK: That is the Applicanta! case, if the Commiasion
Please.
O
He L. WILLIAMS, called as a witness in his own behalf,
having been first duly sworn, testified as follows:
DIRECT EXAMINATION BY MR. WRIGHT.
Your name is H. L. Williams?
Yes.
You live at Prescott, Arizona at the present time?

Yes.

L > H O

From about 1927, have you been interested in what is inown
as the Hospah area in MoKinley County?

I have.

When did you first become Intereated in that?

A I became interested in it - the permit was offered to me
in 4pril, 1937. The permit was about to expire and they
offered me the permit on an over-riding royaltybasis
provided I could get a rig over there and spud it in before
May lst.

That is where wells 1 and 2 were located?

Yes.

On the same permit?

Yes.

Did you put the rig in?

I 41d.

When d4id you becoms Interested in wells 3 and 47

> O P O O e O

That acreage was held by & gentleman in Gallup and when their
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rentals were dues theys aid they weren't in position to pay
the second year's rental} they gave 1t to me on an over-
riding royalty of two and 2 half percent.

You pald the rentalas?

I 414.

Did you immediately begin to d:ill on 1t?

Ko, I think 1t was 1928 I started to drill.

¥hioch well did you start to drill then?

Ros 3.

How long 414 1t take you to d4drill that?

Three or four months, 1f I am not miataken.

¥r. Willlams, without going into a great deal of detail,
the t estimony here 18 that wells numbers 1, 2, 3 and 4 were
all 4drilled to an approximate depth of scmewhsre between
1800 and 2,000 feet. How deep were wells 3 and 4 drilled?
3 was drilled to a little less than 1800 feet. The object
in drilling those, Peerleas F.A&R. drilled a well within
half a mile, I think, of our No. 1. When we hit the top
of the sand in our No. 1, it carried some oil and water.
The P. % R. claimed it had the identlcal same sand and they
did4 not have any showing of oil at 311.‘ Then T drilled the
No. 2 well, which was exacily half a mile dus East of Xo.
1 and found that the sand was 40 feet higher than the Ko.
1 wells..we fust touched the aand, didn't drill into 1t at
all, and that well made Quite a little oil; and there was
& casing leak in the casing. Then we went on drilling No.
3 and the sand had flattened out then, through thare it
was only 20 feet higher than the No. 2, showing we were
going over. Then I had two geclogists out there and
located the Hoapeh Structure and they located two wells

one in section 19 and one in section 21. In section 19

I drilled a 15% inch hole down 1915 feet.
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¥R. GLASCOCK: Which well was that, now? ‘

A That was No. 4, the first No. 4, that was considerably
highey than our Ho. 1 well,

JUDGE WRIGHT: For the information of the Commission, - is that
a disgram of what you are referring $o (handing witness
map) 7

(011 % Gas Lease from Santa Fe Pacific Railread Coupany to
He Lo Williams, dated Sept. 19, 1936, marked Respondent's
Exhibit A)

(Plat marked Respondent's Exhibit B)

A Yes (indicating on map Kespondent's Exhibit B) here is the
Fe % Re well, that was waterj this well is an edge well;
this well looked good, just hit the top of the sandj this
well hit the top of the sand.

Give the numhers of them?

A This 1s No. 3, thls 1s 2, this 1. Our geoclogists both drew
this ploture. Thia 1s the poassible 01l rn in the Hospah
Structure; that is the Terrace that goes through there;
the Midwest have drilled a well here and thet is water.
They drilled two wells over here each aide of the valleys
both of them showed no oil at all on each aside of the valley.
The Hospah Structure, in cur opinion, goeas through the way
the dblack line is, you can't get any geologists to agree
where it does go, unquestionably it is in here. There is
about 15 miles in through here of gathering (?) groumd and
then formations described like my hands, and this 1s the
dome in through here, the Midwest doms. This well, the
avorage 1s 257 bawskks, this other Midwest No. 1, you never
could get any informstion. This well 1s & good well. The
tanks are there, full of oil, sitting down here are two
large tanks. Ny idea was to feel my way, that i1a what I

was doing when the oresh came and I didn't have any more
v
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money and I had to stop. We complied with the terms of the
Government permit in every respect and then when they wanted
the well plugged below the casing, ¥o., 1 and 2, we went in
there and Y¥r. Duffy plugged them and Mr. Frost approved it.
Then for some reason best known to himself he started his
letter writing and started to plug the wells. Why they
would want to plug. them I don't knowj they were plugged.

In the first place, the c¢asing was downj my understanding
of plugging a well is if you have an open hole and stpike

& sand with water and have & sand above without water, the
idea is to plug the sand and prevent the water getting into
the next sand. In this case this No. 1 well at 1840 feet had
200 sacks of cement and that hole below connected with no
sand whatever.

Now, ¥r. Willlams, dealing with this Santa Fe lease after 1032
and when we had our depression, I guess you would cell it,
what happened to your abllity to pay the rental?

I didn't have it, T couldn't pay it. I told Mr. (ollinson
in 1932, I paid him what I eoculd, and he carried the leases
and was carrying them that way when Mr. Quigley cams out
from New York.

When did i¥r. Quigley come ocut from New York?

In 1936, I believe.

Who was Mr. Quigley?

¥re. Quigley came out to Arisona with a letter from & friend
of mine, he sald that he understood that I had some holdings
in New Mexico and he said he was In & position to get the
capital and he wanted to make a deal. |

Did you and Mr. Quigley ge ocut on the Strusture?

¥r. Stevenson, M¥Mr. Quigley and ¥r . Patterason went out on
the Strusture, I didn't go with them. Mr. Quigley went

-45-



back to New York and returned and on his return this deal
was started.

You entered into a deal with Mr. Quigley?

Yes.

When did you first know Mr. Burnham in the transasoction?

> O P o

About the time that Mr. Quigley got the money he told me

who his partner was.

Mr. Burnham?

Yes.

Q That was early in 1936 about the time these assignments
wers drawn up?

A Yes.

Q At that time, for the information of the Commission, what
was the general outline of the deal that was to be made?
Just sketch 1t out.

MR. GLASCOCK: 1If the Commission please, if theré was a deal
between them I presume 1t was in writing but in any svent
if 1t was an oral deal, certainly Mr. Nipper had no kmowledge
-~ of 1t. Mr. Nipper has & right to rely on written instru-
menta which have heen introduced in evidence. I don't think
Mr. Williams 1s free to testify about his deal with Mr.
Quigley.

JUDGE WRIGHT: That is probably true, and we wontt go into it.

Q Mr. Willlams, Mr. Nipper has testified he was familiar with

those papers which were drawn up on the 8th day of February

1636, at the time and prior to the time that he obtained the

bill of sale from Burnham., I hand you an assignment which

has been marked Applicant's Exhibit No. 2 and you will nete
that in this it refers to a promisze and agreement to pay
some $3000 worth of your debts?

A Yes.
e 0



Q Explain to the Cormlission what that was and whether or not
those debts were ever paid.

MR. CGLASCOCK: If the Commission please, we object to that. The
instrument recites that this assipgnment was given in considera-
tion of that promise. That makes a contract and if the
debts were never paid, his remedy 1s %o sue Mr. Quigley for
not having pald thom, but the assignment is nevertheless
valid and, while Mr. Nipper did not buy anything covered in
the assignment, it does not invalidate the assignment, We
objset to going into the queatlion of whether the consideration -
for the assignment was ever asctually paid. e are not in a
position to need it. I know it was but we are not in a
position to need it and we think it 1s immaterial and object
to 1t.

COMMISSIONER WORDEN: It ascems to me we are getting away from
the Commissiond position 1in the case; This may lead up to
certain things but apparently the Commissionts position is
whether that well 1s an abandoned well or whether it is not
and what heppened to those assets I don't think we are really
concerned with.

JUDGE WRIGHT: I will state ocur position. We are going inte
this not because we are trying the question of avnorihip of
the personal property at this time but we want to show to
this Commiasion on the question whether this 1a an abandoned
well or hot, what the deal was between Mr. (uigley and to
refinance this organization and carry on, and I want to show
the picture and then the renewing of the lease and the carry-
ing out and doing of the things by Mr. Quigley. At the time
Juigley came out, we expeet to show by Mr. Williams that

there was a desl made to form the Quigley Corporation. The
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porpose of thess assignments wae to have them in their name
g0 they would have something to turn into the Corporation
for the issuance of stock. All the property was to be turned
into ths Corporation and they were to ralse the money.

That all bears on the questlon of abandonment. Az part of
that deal, the agssignments were made of thoae lemses tc be
turned over to the Corporation. Nr. Williams found he
could negotlate a new lease with Mr. Collinson of the Santa
Fe-Pacific and the lease was taken ocut. Mr. Quigley hag
entirely fallen down on that desl. I am not offering it as
showing ownership or lack of ownership of the personal
property but for the purpose of showing good faith in the
efforts we made to rehabilitate this thing after the smash
of 19832.

¥R. GLASCOCK: I don't think a lot of conversation between Kr.
wWilliams and ¥r. Quigley about what they expeoted to de-
throws any light on whether these wells had been abandened
or not, If Mr. Williams can testify to anything that they
actually did to develop the wells and use them, the fact he
heag & lease may throw some light on 1t.

COMMISSIONER WORDENt I can't see where it will do any harm for
him to state to the Commission how he came to go inte this
deal with these people and why he made this sssignment. It
is only bringing out the facts as to what Mr. Willism's
position was. If he has gome into thet with the expeatation
of getting a financlal return 1t seems to me he. shonld show
it.

MR. GLASCOCK: 1If he did anything pursuant to that, I would
agree with you but unless they testify something wes actuslly

done I don't see where it mekes the wedls abandoned or not.

wf B



COMMISSIONER WORDEN: I think we will let him proceed.

A

A

Mr. Quigley, after he had made his second trip out, took
over the Hospah and there was a judgment for - it was
origihally for $1240 but they ocut it off to six or seven
or eight hundred dollars, but they were threatening to

8ell the property.

Who was making that threat; who were the attormeys handling
that?

¥Mr. Lyle.,

COMMISSIONER WORDEN: Was that some local accounts you owed

aomebody?

A Carroll owed it, it wasn't myself. Guigley stated that he

could_get the money and we would make a deal. I was to
transfer all of this acreageés They were to protest ~ I

had sold some undivided interests and they were to protect
those undivided interests. The rest of it wss to go imte the
Corporation called the Quigley Corporation, which they were
to finance. Also some acreage which I had in Arizona in the
Chino valley was to be turnsd into the wulgley Cerporation,
which was done. First there was an sassignment drawn without
& limit. They went into New Kexico and there was a claim
there for $5000 for labor for watching the rig which I knew
nothing about and made no arrangements for. Our attorney
called the case up and had it dismissed, a man by the name of
Hess, there was a watchman out there which I subsequently
gettled with s0ld off a let of stuff, I sent him a lot of
money for wateching the rig .out there, I paid that much, they
made me get a release of 1t. They entered inte this agreement,
then we changed this assignment to 33000 1limit on the
indebtedness they were to pay but everything was to go inte

49



the Quigley Corporation and they posted notices on the rigs
to that effect. Then they got some geologists that had some
gort of a treatment or other and they found they eouldn't
finance it and they threw the whole thing up, and the next
thing I knew they were trying to sell off this equipment and
I tried to stop them. I did stop them after a while,
Then what was ﬁhe status of the lesges?
They were to pay the rentals and when Mr. Quigley went over
the lesaces there was some $19,000 owing Collinson. I knew
him very well and he sald "You have spent a lot of money out
there and gone ahead in good falth eand I will take 4t up
with the Santa Fe and I will issue new leases at 504 an acre
and cancel your old indebtedness™, which was very falr., Nr.
Guigley had used that argument that things had been misrepre-
_ gentad to him and he wanted me to face Collinson with him.
Mr. Collinson was in the Ashfork Hotel and I sald to Mr.
tuigley, "I am going to do the talking." T sald to Mr.
Ccollinsen, "We ars in a pesition now to aceept your offer
of cancelling my indebtedness and you lssuing new leases to
me at 50 an acre". He said, "I would be very clad to do
15", Y mald, "There is the deal I told you could be made.”
Then Quigley sald to Collinson,"I don't know if we want some
of that acreage, we want this along that blaek line in there."
I said, "Mr. Quigley, you agreed to protect anybody who has
an undivided intereat in the 4480 acres and you agreed to
to take all the screage®"., He sald, "I will". He went back
Fast. They sald they were ready to take up and pay the
rentals, the Quigley Corporation was ready to pay the rentals
on the Hospah Structure, and they sent out an assignment for
me to make for the Santa Fe dut in that assigmment i was to
=50=
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make there wasn't any peservation that they would protecs
the undlvided interests whom I had sold to, so Mr. Morgan
wrote them a letter stating it would be neocegmary for them
to add the clause protecting the undivided interests, whieh
they bad refused to do and they then refused to pay the
rentals at all, and that 12 where I went in and paid the
rentals. Had I thought they couldn't pay those rentals

and that they wouldn't have gone on with the deal, I never
would have entered the deal. I could have gotten the money
to pay the judgment. I subsequently proved that by paying
over $5000 of rentala. Possibly everything isn't in the
assiznments that ought to be in there. The consideratiom
isn't in there at all. 7The consideration was the forming

of this new company and getting the money to do the develop-

 ing, not only at Hospah but in the Chino valley.

Sinece then you have acquired control of the Quigley Corporation?
¥r. Weldon, Mr. Stephenson and I control.

You have your Chinoc development?

Yes, I have a rig on the chino and they will be spudding in
next weelk.

Have you ever intended to abandon the wells 3 and 4 on this
Santa Fe lease?

Absolubely not, I think the Hospah 1s a good Structure.

How much value in the way of casing was in the two wells?
without the booke, I would say that 15% cost me £7 a foot

and the 12% cost me $5.25. In the number 3 I think I paid
$1.35 for that 8 5/8, somewhere In that range, and about

£1.80 for the 83.

How much &1d4 you have in the way of above-gepound improvements,
érilling rigs, machinery, tools and boller?



Thirty=-five or forty thousand dollars worth of equipment,

I wduld zay, In 1932 ¥r, Duffy was talking about my not
being there. I was in the East ralsing money and sending
it out to them to drill those wells with.

Has the Government permit where wells numbers 1 and £ are
located been cancelled out?

Yes, that has been cancelled. Whether it can he reinatated
or not, T don't know. 7T have been sdvised by a New York
attorney that with the proper representatims to the
Government 1t would possibly be reinstated as we had
complied with all of the terms.

Why did you not go shead and drill into those sandl?

There was no pipe line in there, there was no pumps.

The Santa Fe lease requires if you go on produstion you
must stay on production, you must either deliver them thelr
share of the oll or pey ths market value of t e oil in

cash each month. As far as the CGovernment was concerned,

I wanted to get a 1line on the sands in the structure so

I could select the section I wanted which Iwas entitled to,
then try to make a real test there. I first wanted to
locate the “ospah sand through the acreags we had as to

its depth, then 4rill down in the Pennsylvanis if poasible,
and the idea of that No. 4 teat was to run down to the
Pennsylvania,

You started with a 15 and 12 foot?

Yes.

Mr. Williams, how rmch meney did you put Into that operation
out there all together, money of your own and money that
you raised?

Over $800,000.00, I sould get the exsct mmount 1f I had

the books.

Was it the intent or understanding between you and Mr.
Bl
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Quigley that any of this casing was to be considered as
sold under any of those bills of asale?

It certainly was not; it was to be sold to the Quigley
Corporation, the company that was formed.

The Quigley Corporation was formed?

{’Yelc

You were to have a certain share interest in that?
Yes.

Who else?

¥p, Weldon and Mr. Stevenson and Mr. Quigley.

Mr. Quigley was to retain a certain Interest?’
Yes, he and Burnham,

That corporation was actually formed?

It waa.

But after it was formed nothing further was done to transfer
the rights?

The notice that this was the property of the Quigley
Corperation, I have een credibly informed, was nailed

to & post.

How many derricks did you have out there at that time?
There ware two at the Hospah and one at Stalling,

Was one on the Covermment permit’and the other on ths Santa
Fe?

Yes.

And the other was on the Stalling pemmit?

Yes.

Have you anything else you wish to add to that statement,
Mr. Williams? There 18 one other question. Under this
Santa Fe lease your next rental will be due in September?
Yes.

Have you made arrangements to pay that rental?

Yes.
-53=
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CROSS EXAMIRATION BY ¥R. GLASCOCK.
¥r. Williams, where do you liva'at the present time?
Prescott.
What business are you engaged in there?
Hining snd oil.
What kind of mining?
I am president ani'general manager of the FEillgide Mine,
gold and silver.
You say you are drilling for oil down thore?
We are starting in the Chino Valley, land that belongs to
the Quigley Corporation.
ow long has it been since you have been on the Hospah
structure?
Some time in 1936.
Were you there In 19367
Yes.
What was the occaslon of your going there in 19367
I went out there to get a relesase from that watchman at
the time that Mr. Quigley requested it, to releass the
Quigley Corporation from any liabllity for claim or wages.
Prior to that time how long had it been since you were ocut
there?
T believe T wasg out there In 1934,
Isn't it a fect that after you left there in 19529 you never
did even come back into the State of New Mexice until you
came to CGallup there to sell this sgtuff to Quigley and
Burnham ?
I was in Santa Fe here twice that I know of in 1931 and 1932.
Are you sure you were ever out to the Hospah after about 1929
until 1936°%

Yoa, I was out there once.
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Have you been out there since 19367

A YNo.

Q Now, your operatione out at Hospah, Mr. Williams, were in
the nature of promotional operatlions., weren't they?

A Well, I had money in it and T s0ld undivided interests,
I presume that 1s promotion the same as selling stock in
the eorporation.

¢ How much did you obtain from the sale of interests in lands,

leases and so forth on the Mospah structure?

Wwithout checking the records I couldnt't tell you.

Do you have those records herel

I have notj they are in Sesattle.

Ee N T SR

You know a subpoena duces tecum was served on you calling
on you to produce &8ll books and papers of record having to
do with the names, addresses of all persons towiom you in
your individual capacity or as trustee sold any oil leases,
rights, or undivided acreage in or to lands in MoKinley
County on what 18 lknown as the Hospah Structure?

JUDGE WRIGHT: We take the position, in view of the statement
made by Mr. Glascock as to the limitations in this hearing,
that that is wholly immaterisl.

JUDGE WRIGHT: How rmch of your money did you put in?

A T don't knowjy I came into the State of New Mexlco with about
£135,000 and I put it all into the State in development.

Q HYow mueh in this particular property, the CGovermment permit
and the 3Santa Fe permit?

A I would say twenty-five or thirty-five thousand doll rs.
0f your own money?

A Yes, I moved that rig in fust that quiek; I only had about
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20 days to get the rig iF there to save that permit.

¥R« ZLASCOCK: It was not thb duty or privilese or right of
¥re ¥11liams and Judge Wright to determine in advance what
this Commission would | t. They are served with subpoensa
to produce the books, papers and records for the inspection
of the Commission. I dcon't see what is their reason for not
producing them. J

JUDGE WRIGHT: The subpoanalduces tecum was delivered to me by
mail and not to ir. Williams; T forwarded it to hitici&njcl

in Arizona. That is all T know about 1it.

¥Re WILLIANGS: All I know aboult it 1s, when I came back from the

tast, T guess it was about the 18th or 19th of this wonth,

I went out to the Hilla?da Hine. When I came back My,

Horgan told me _ would *ava to produce all the pepers 1

had and the questlion of what would be proper or not should

be detérmined subsequently, but the liat of these sales,

T haven't the books 1In question at all. Quigley would

ta’e all the papers here like a pack rat, he would plek up
everything In sight and go off with 1t. He had full scceas

t~ the office until he went ¥ast and blew up on the proposition.
I don't ¥now what he took and what he didn't,

NR. GLAGCOCK: It 1s our position that whether this 13 & bona ridg
effort to produce or whether 1t 1s & promotional venture is
certainly pertinent here to show whether those wells are
sbandoned or not. You sare entitled to mow just what kind
of a venture thle was that was going on out there.

(Argument)

In view of his not having the record here, we would like
to be permitted to examine him generally on how much he had
s0ld ocut there.

JUDGE WRIGHT: Go ahead, I am not objecting.
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Arproximately, ¥r. Williams, how much acreage interest 4id you
sell?

Wwell, I really don't know but I would say approximately
1,0C0 asres undivided interest.

And at how much an acre?

Well, I pald a 20 per cent cormlasion and some times &
bonus; that could be detarmihed by checking the lists.

vhat was the rate per acre’

Some of it was 100 and some of it was 250, whatever it
started at.

On a minimum basis you sold 100,000 and if it was 250 you
80ld a quarter of s million, You were the salesman on most
of that stuff, weren't you?

¥o, T had several partners.

Would vou tell the Uommisgion here that you didn't sell over
a quarter of a million dollars worth of acreaze interest on
the Tospah Structure?

If it is necessary to produce the books, Iwould say the
books speak for themselves.

You haven't them here, you say. I am asking you if you are
sure you didn't sell over a quarter of & million dollars
worth of acreage 'nterest on the 'lospah Structure?

T think the actual cash would be lesa than that.

You are talking about after you took out zalesmen's
cormmiasions?

Yo, T am talking about the gross. I think that with the
divigion of interests around there, about half of the
interests have heen transferred, and T so notified Hr.
Quigley, he took part of 1t.

Tpr, Williams, if this question 1s improper, T will withdraw

it. TIsn't your desire to keep the “ospsah Structure slive
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and keep 1t from being declared avandoned largely through
fear of criminal prosecution for mispepresentation?

Nobody put a dollar into the .lospah on any other represen-
tation through me or any other of the zalesamen than ex‘ctly
what 7 have stated here; we were drilling to test out those

sands; we were golng to sink g deep test there.

¥re. Williams, when ir. Quigley came out to Arizons snd talked

to you about taking over this project, weren't vou alresdy
indebted to hig to a conslderable amount at that time?

Kot a cent.

Didn't he or his sssociates have some money ‘n your Hillside
mine or some of youw dther property?

ot & cent.

I velleve you stated .ir. Quigley dldn't pay the conéSdsration

set up in the assignment?

I have never seen a statement of that from ¥r. Quigloy'hut
I don't think he did. |

Don't vou know he paild Jolm ¥irk's jJudgment?

I understood he did but Hr. Denny said it was too mich and
ﬁo was golng to get 1t cut downe

You know Mr. WQuizley obligated himself to pay 1tv¥

Yes.

You know you haven't been bothered about it aince?

Xo.

Don't you know Mr. Guligley settled the pending sult of the
gellup ¥ercantile Company against vou for $1200.007

T think part of it was paid and & note given.

You never have been bothsred any more about ity

Ko sair.

Concurrently with this deal you have told about, you were

going to transfer or dld transfer to Mr. Quigley and Mr.

Burnham a lot of atuff up in San Juan County?

-
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No sir, 1t was the Stalling permit.

vWieren't you going to transfer to them a lot of personal
property which you later found had been teken wway?

The Stalling rig wes there when you and Mr. Quigley weat
over there, the notice was posted, it was the propsrty of
the Quigley Corporation.

fow, oi that propeosition, ¥r. Williama., You say you under-
steod this transfer was to be to the Quigley Corperatienm,
tue brensfer of tuis acreass and of the personal property?
The Quigley Corporation. Quigley said he was going to
perpetuate his name and use ls name.

7ou knew when you signed the assignments and bills of sale
they read Lo Quigley and Burnbam?

They were forming a Delaware corporation and théy were going
to turn that over there to i{he Delaware corporationg T
think we have got letters thatkéﬁll back me up on that:

I haven't got them here. | A

%ith reference to this deal that you had with Quigley,
part of 1t was that you were to transfer to him the Pettit
permit:

Tese.

And you 41d give ulm some sort of an assignment on it¥

Yes, thet permlt at that time was In jood standing.

Isn't 1t true that at that time Mr. Jom Gibson represerting
rs. Pettit 1ad already given you notice of cancellation
and your fallure to be able to dellver that Pettit permit
was the reason this deal fell through?

¥o, I don't remember, this notlee from Tom Jibaon, I believe,
was received after the dea&l, I am not positive as to that,
but the notice was s regular seni-annual affair, and I told

Quigley that we were constantly having trouble with Gibson
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and he would aerve notice.

r. Willlams, you 4l1d know that acting for Mr. Quigley and

reo Durnham, we prepared a sult, the office of lenny &

Mlascock prepared g8 sult to quiet title on the Pettit permit

and ezent it tc you for your signature clearing the title

‘v your rams, and you were to furnish us your original

assigmnent of the Pettit permit as precedent to quleting

that title, and you never did furnish us with the assignment

ard the suit was never flled?

T know you were to clear that title up and I belleve Quigley

rulled out of the deal before it was closed.

Don't you know you never did seven furnisgh us with the

asslignment?

T would have to go over the correspondence. The original

assigment of the peruit was sent to Washington and

approved in Washington and T don't know where it 1g unless

(uigley would have it.

¥r, #%illlams, regarding vour financial ablility, there 1s now

e Jjudgment existing againast you in the Unlted States Pederal

Tourt”

Yea.

n recelvershipy proceedings?

T don't know of any receivershly proceedings.

Yow much i1s that judgment to which you refer

T believe aroundi six thousand.

Tantt it about twelve thousand?

T dont't know, T have never geen the Jjudgment; it wea set

aside once and suhaequéntly reinstated; they have never

delivered the rig that they were to deliver.

Without going into the merits of it -

let's clear it up. Ny attorney lssued & stipulation that

I bought this rig and sgreed to pay the debts of it. The
=GO=
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effidavit ls of record where : absolutely refused to,

and Tdwards mado a:n affidevit re did that on his own
authority and the judgment was iasued agaiﬁst me and they
never even turned over the eaulpment.

Irrespeetive of the merits and demerits of the controversy,
after those facts were fully roviewed, the Judgment is

now exlating against youv

Yes, I understand quite a LIt of it hes been paid.

tre Williams, you knew that lir. “urnham pulled and sold the
casing out of wells number 1 end 2% |

T learned 1t after 1t was done; I know he was notified by
my attorney not to sell anythinz.

You have learned since he did sell that casing?

Ant thet he s0ld all the personal property out there, the
¢amp houses, tools, derricks, and all that material?

Yes.

“hat was the conslderation hetween you snd ¥r. Quigley

for the transfer back to you of this acreage and the
assignment to you of the stockolf the Guigley Corporation?
Well, t e final settlement ir., Weldon made was that they
zlve tham 14 percent of {he carital stock of the Quigley
sorporation,that took care of about 4 percent that they hed
so1d, and 10 percent which Eurnham took away from Quigley
and 1s lssued in Burnham's name. Quigley 18 no 1ongaﬁ a
mamber of the Lulgley vorporation, ! am inforred.

“here was a valld conslderation and substantial consideration
for the reassignment to you for the acreage you had assigned?
The valuable conslderation was their lnability to sarry

out their deal and the turning over of some 27,000 acres
-Gl
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in the Chino Valley.

why dldntt you insist on recrnveyance of the peraonal property?
7-1g was done about 30 daye agc; Mr. %Weldon went with them;
all t31s mas been done in the msan time.

The reassignment of the acreage was done in 1636, waantt it?
T don't know when it was done; T lmow T sent my personal
check to the fanta Te for the amount of the Jospah rentals
end thev issued o lease in ny name and T signed 1%; that was
e f£lnal outcome of that deal.

vy, 1F this deal fell through, dldn't you inslat on a
reconvevanee by r. Burnham end Quigley of the personal
aroperty you conveyed to them by blll of sale., I am talking
abat this deal you testified about n 1936 by which you
cave him a bill of sale and assignment of leasze and so forth?
hat was not discussed at all., The Unigley Jorporation at
that time was suppossd ito have held ever-thing; they were not
goins to go shead vith the Fospah Wut Quigley was writing
about moving one of the ‘ospah rigs over to Arizona.

Sid gau aver, either 1n 1338 or since then, try to get back
fraorn Ur, Quizley and Mr. Burnham a b1ll of sale of thls
personal property on the Hospah Structure which you had
transferred to them?

T seemed to be persona non grata with both Sulgley and
~gpnham and 811 of the dealings had heen bhetwsen Weldon and
stevenson. n fact, I don't think T have heard from any

of them since nye ttorney in Arlzona notificd them that this
equipnent was part of the deal and he was holding them
personally lisble.

“ut you have since settled &ll your differences and they
transferred the Quigley Corporation to you, taken over

the Qulgley Corporation, obtained a reassignment of the
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acreags, issned stock, and the various other things you dld
in thet deal and you didn't ask for or recelve s resonveyance
of thls personal propertyy

T told you I had nothing to do with that deal, »r. Weldon
and ¥r. Stevenson wae the ones that attended to that.

You den't know whether they asked for or received sush a
pill of eale?

I don't think they even asgked for 1t, everythin: wea gone,
¥r. weldon closed out the deal about 30 er 80 days ago,
they heold stock In the Gnulgley Corvoration to the extent

of 400 shareg and 7 think there is 150 or 154 shares
outside that.

¥ro. williams, in your afiliduavit on ©1le here which you made
and swore to under date of April 4, 19338, yo. state
“deponent is now ~aking :slans for the purpose of developing
se1d lease and alnking sald wells + % * said plans eall
for expendltures of more thar one hundred thousand dollars"j
have you spent since that time any part of 10,000 to carry
out the plans”

Haven't oven started to organize; sold the .cspah grant

for a million and a half and had to t ake it back aftey

six weeks.

Hre %illiamaf a8 a metver of faev, all yo: have dons on the
“ospah since 19335 has neen just plans, 1an't that trus?

You haven't actually dune anything -ut there?

we shut the well down there in 1932, since that time we
skidded the rig; there was nothing done on the -cspah
except when Mr., Quigley came out and started his deal

he was going to finance.

e didn't do anything, he didn't drill or clean out the
wells?
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They put up a llittle hit of money and sold all the
equipment off.

They didn't develop anythingi

They «idn't even get steam up In the boiller.

You haven't developed anything?

o, Dut T intend %o, I paid over 55,000 In rentals and I
borrowsd that money personsally.

Isn't it trve all youhave done out there since 1932 is just
make plans? |

No, I pald rentalsy surely ithat s:ows good faithe

You haven't done anything looking towards the development

of these partlcular wellax

Yes, tried to figure out some way where T could get the money
to 50 to a deep test; T don't Intend tc do anything with the
Yes & well unbll euch tlme asz the deep test 1s conplated,
untll we have the fleld lined up.

Yo: have made plans, and that 1s all, since 1932

#eldon and I definitely have declded we would drill the
Yospah ovt ourselves (f we couldn't Interest anybody else.
Tnat %6 another plan you have’

T just don't follew you.

Let ~e make wmyself clear. Have you done any concrete thing?
0.

(r hired anybody else to do anythingy

e rave talked with a couple peo;le with & view of interesting
tem, sofkr we haven't done anything except pay rentals and
hold our groundce.

vou gay you have sold shout 1,000 undivided acreage interest
cut there, 1,000 acrosy

T said 7 &1dn't know Just low much I had sold.

Arproximately 1,0007

Maybe 80, I am not trying to srlit hairs but you are asking



me now something I don't want to testify to unleas the
books are lald down here on the table.
Isn't that another thing you were asked to produce ‘n your
subpoena, the names and addresses of persons to whom you had
soldr (Yo anaswer)
¥r. Williams, you recall this beling in san Iinstrument whigh
you signed conveying your undivided acreage interest held in
the “ospah Structure to ¥r. Quigley and ¥r. Burnhami
"Save and excepting, however, unto the sald H. L. ¥illiams
8ll his right, title and interest which the asid H, L.
Williams may have in and to the undivided acre interest
of the 280 acres of what is known as the "Santa Fe Railroead
Leases” on the Yospah 3tructure in McKinley County, State
of New Mexico". Does that elause read 1,000 acrea?
That has nothing to do with that. I have a letter some-
where from Mr. Quigley. Quigley was going to follow this
thing before he got Burnham into 1t on a different basis.
He wanted an undivided 100 acres, if he raised the money
himself. In this letter Quigley writes Burnham and states
100 acres of that 250 belongs to he and Burnham, the other
150 acres was acreage that I had promised but never delivered
title to to those who had helped sell acreage, saleamen,
and Quigley had &n understanding es to just who 1t was.
-

EXAMINATTON BY MR. ANDREAS.
You say you have been paying rentals on this acreage since
1933¢%
1832, I couldn't pay, then Collinson let the leases accrue,
I mean the rentals accrue. Then when Quigley came into the
pilcture - just before Quligley came into the pieture,

Collinson came out to see mé. Ye sald "T will tell you
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what to do, I will get the directoras, whoever handles 1%,

to cancel your $19,000 and issue you a new five year lease
at the first year 50 cents an acre”. I said "I think I can
handle that. It wasn't more than 30 days after that Quigley
came on the scene. When Quigley came on the scene I told
him thls and then we had some differences oﬁer acoounts,

he 1a & very exclitable fellow. That 13 why when Collinson
came to Ashfork just before he was kllled I took him down
there, and ¥r. Collinson verified that statement, then

when Mr. Collinson was killed this other gentleman Mr.
Hem»nnty'oarried out hils agreement.

what was the object of your keeping up these rentals the
last several years?

I wanted to drill the Hospah again, I have one real helief
in the future of the Hospah. I have heen scraping and
borrowing from Peter to pay Paul and keep theass leases.

I am not obligated, the assignment made is simply an
absolute asalignment. I put a lot of money into the Hospah.
D14 I understand correctly you intend to despen the No. 4
well?

T intend to run the No. 4 well down to Pennsylvania, That
ts why I started the 153 inch hole, it was 1915 feet and

the bull wheel gauge broke, 1t was a very heavy string, and
when those bull wheels came loose they went up the derrick,
the line broke, and they dropped 1918 feet. The Callup Coal
Company gave me one of their old holsting cables, 1% inch
line, we went down there with a side (7) =skid, got this
stem, the pinon was off it, pulled it up into the 185% inech
casing, couldn't pull it through. We worked t'wre for about
a week. We never could get it to work. What wes in the

bottom, I don't know. Whenwe sghut 1t downwe skidded the
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rig and used 1t as a water well. They got out 800 feet
of 15% ineh. They went on down, my understanding, 2,000
feet but you have a lot of formation on that location of
Koe. 4 that has heen eroded away. Duffy got about an 8 or 10
barrel well, he wired me ab-ut the sand which a great
many of them contend 1s the sand we got at Seven Lakes,
whether that 18 true or not I don't know. I wasn't there,
I was out getting money to keep the rellows golng.

JUDGE WRIGHT: That 1s all the teatimony we have to offer.

MR. GLASCOCK: Might I ask the Commission when you rule on this,
that you rule spearately on the two applications.
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