KELLAHIN & KELLAHIN
Attorney at Law

W. THOMAS KELLAHIN ’ TELEPHONE 505-982-4285
706 GONZALES ROAD FACSIMILE 505-982-2047
SANTA FE, NEw MEXico 87501 KELLAHIN@EARTHLINK.NET

October 20, 2006

HAND DELIVERED
Mr. Mark Fesmire, PE, Director —CCED;
01l Conservation Division ~
1220 South Saint Francis Drive [
Santa Fe, New Mexico 87505 -
=3
Re:  Application of Range Operating New Mexico, Inc. (oo}
To Amend the Gas-Oil Ratio for the Southwest -
Eunice-San Andres Pool from 5000 to 1 to 10000 to 1 &
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e

Lea County, New Mexico

Dear Mr. Fesmire:

On behalf of Range Operating New Mexico, Inc, find enclosed our
referenced application which we request a hearing be set on the Examiner's
docket now scheduled for November 30, 2006. Also enclosed is our
proposed advertisement of this case for the NMOCD docket.

cc:  Range Operating New Mexico, Inc.
Attn: Bobby Ebeier / Bryan Surles / Russ Hensley




CASE _ﬁi_;_Z.OApplication of Range Operating New Mexico, Inc. for
an order increasing the gas-oil ratio from 5000 to 10000 cubic feet of gas
per barrel of oil produced for the Southwest Eunice-San Andres Pool
located portions of Sections 4, 5, 6, 7, 8, 9, 15, 16, 17 and 18 of Township
22 South Range 37 East and for all San Andres production within one mile
of the outer boundary of this pool. These Sections are located near the City
of Eunice approximately 3 miles Southwest of the intersection of Highway
176 and Highway 18, New Mexico.




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF RANGE OPERATING NEW MEXICO, INC.

TO AMEND THE SPECIAL RULES FOR THE
SOUTHWEST EUNICE-SAN ANDRES POOL TO
INCREASE THE GAS-OIL-RATIO TO 10,000 CUBIC
FEET OF GAS PER BARREL OF OIL PRODUCED,
LEA COUNTY, NEW MEXICO.

[
CASE NO. XZJ%{QX

APPLICATION

Range Operating New Mexico, Inc. ("RANGE") by its attorneys,
Kellahin & Kellahin, applies to the New Mexico Oil Conservation Division
to amend the Special rules for the Southwest Eunice-San Andres Pool to

increase the gas-oil-ratio from 5,000 to 10,000 cubic feet of gas per barrel
of oil produced.

In support of its application, Range states:

(1) The Southwest Eunice-San Andres Pool currently includes the
following acreage:

Township 22 South, Range 37 East
Sec. 4: W/2; W/2 of SE/4
Sec. 5: E/2
Sec. 6: SE/4; NW/4 of NE/4; SE/4 of NE/4
Sec. 7: NE/4
Sec. 8: E/2; S/2 of NW/4; N/2 of SW/4
Sec. 9: W/2; SE/4; S/2 of NE/4
Sec. 15: NW/4; S/2 of NE/4
Sec. 16: All

Sec. 17: E/2; NW/4: N/2 of SW/4
Sec. 18: E/2
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This pool boundary and the wells dedicated to the pool are located on the
plat attached as Exhibit “A”

(2) In NMOCD Case 6861 dated May 2, 1980, Zia Energy, Inc
requested the creation of the Southwest Eunice-San Andres Pool
including the adoption of 10,000 to 1 GOR along with the main request
for a ruling on a NGPA determination.

(3) By Order R-6766, dated September 10, 1980, in Case 6861, the
Division, without explanation, provided for a gas-oil ratio limitation of
5000 cubic feet of gas per barrel of oil produced from the Southwest
Eunice-San Andres Pool.

(3) As shown in Exhibit “B” by operator and API#, Range is the
largest operator in the Southwest Eunice-San Andres having 39 wells of
the 60 wells in the pool as of June 1, 2006. With Range’s active drilling
program in the locale, these numbers continue to increase.

(4) Currently available reservoir production performance and
geologic evidence demonstrates that the gas-oil-ratio can be increased in
this pool to a maximum of 10,000 cubic feet of gas per barrel of oil
without causing waste recoverable hydrocarbons, reservoir energy or
resulting in the impairment of correlative rights.

(5) There no longer continues to be any material benefit to
conserving the energy in the reservoir-pool by limiting the GOR to
5,000 to one. Numerous wells are commingled with production from the
Grayburg pool with a 10,000 GOR and the San Andres pool with a
5,000 GOR.

(6) The Southwest Eunice San Andres pool wells are GOR restricted
relative to those offset pool wells being produced at an overall 10,000
GOR. Range is experiencing an economic disadvantage and further
drilling and development is being discouraged. Specifically, owning San
Andres horizon rights and not the Grayburg horizon rights, Range is
restricted to a 5,000 GOR in the following areas of the Southwest
Eunice San Andres Pool:

Sec. 18; SE/4

Sec. 17; NE/4 of NW/4 & SW/4 of NE/4
Sec.9; S/2

Sec. 7, NE/4 of NE/4

Sec. 7; SW/4 of SE/4




(7) The operators within the pool and the operators of San Andres
wells within one mile of the outer boundary of this pool who are entitled
to notice of this application are being sent a copy. See attached as
Exhibit “C”, a list of the affected operators, and Exhibit “A”, a map
of the Southwest Eunice-San Andres area with the notice offset
boundary with San Andres producers identified:

Township 21 South, Range 37 East
Sec: 32
Sec: 33
Sec: 34
Township 22 South, Range 37 East
Sec. 3:
Sec. 10:
Sec. 11:
Sec. 14:

WHEREFORE, Range, as applicant, requests that this application be
set for hearing on November 30, 2006 before the Division's duly appointed
examiner, and that after notice and hearing as required by law, the Division
enter its order adopting special rules as requested.

HOMAS KELLAHIN
KELLAHIN & KELLAHIN
P. 0. Box 2265

Santa Fe, New Mexico 87504
Telephone:  (505) 982-4285
Fax: (505) 982-2047
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