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New council meets, Doss chosen as pro tem
Carlsbad Current-Argus (NM) - Tuesday, March 13, 2012 
Author: From the Current-Argus

By Matlin Smith 

Current-Argus Staff Writer 

CARLSBAD - Prior to Tuesday night's regular city council meeting, the members of the 
Carlsbad City Council chose Councilor Dick Doss to the post of mayor pro tem. As mayor 
pro tem, he will serve as mayor in the absence of Mayor Dale Janway. 

Councilor Janell Whitlock nominated Doss to fill the position after former Mayor Pro tem
Wes Carter elected not run this year in order to focus on his family and new business. 

Doss was unanimously elected to the two-year term position by the governing body, 
including new Councilor Jason Shirley. 

Under routine and regular business, councilors decided to reject and rebid a request for
proposals for the reconstruction of San Jose Boulevard. 

According to Special Projects Administrator Anna Beason, the project was split into two
phases after the city received a Federal Highway Administration Grant in the amount of 
about $986,800 for the project. The first phase is the reconstruction from the CID canal 
north to Fiesta Drive. The second phase includes the area from Fiesta to Diaz Street. 

After additional costs for engineering, testing and observation services were budgeted in, 
the total cost of the project came to around $1.1 million. 

On Feb. 15, only one bid was received, coming in at $450,000 over budget, and on 
Tuesday, the council agreed to reject it and rebid the project. 

Councilors also unanimously approved a resolution in support of submitting an 
application for grant funding in the amount of about $836,000, with city participation at 
$278,000, to the New Mexico Department of Transportation to help with the San Jose 
project. 

Under new businesses, councilors approved an increase of the in-county Landfill
Commercial Tipping Fee from $&24; per ton to $&28; per ton. Councilor Paul Aguilar said 
that there hasn't been a fee increase in about 18 years. Whitlock added that, even with 
the increase, the fees will still be at least $&2; lower than those in most surrounding 
counties. 

Under the same business item, the governing body approved a recommendation from 
the Key Energy Brine Well Committee, co-chaired by Aguilar and Whitlock, to approve a 
stipulated agreement between the city and Key Energy Services regarding Brine Well 
Discharge Permit BW-33. 

Carlsbad Department of Development Executive Director John Waters came before the 
council to announce a new sale in the Airport Industrial Park. 

Big Duke, LLC, has made a request to purchase the land located behind the United 
States Border Patrol property, two blocks off of the highway, to build a candle 
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manufacturing plant. Waters said it will bring about eight jobs to the area. 

"We certainly welcome any new business that wants to come in and bring in new jobs,"
Waters said. "Even though it's not a big one, it's important because it does help diversify 
our manufacturing base." 

Councilors unanimously approved the purchase in the amount of $6,000 per acre. 

Following the meeting, the council adjourned to a closed session to discuss collective 
bargaining. 
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Tight Oil in New Mexico: 
Commerciality of the Avalon 
Shale and Bone Spring 

Cara Merriman
Upstream  Research Analyst

Wood Mackenzie 19 October 2010

SPE-Permian Basin Study Group
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Summary

Wood Mackenzie is a leading content, analytics 
and consulting business operating in the global 
energy and metals industries. 

It is a knowledge-based business headquartered 
in Edinburgh with global reach and a trusted 
world-class brand synonymous with quality.   

The company is a premier supplier of ‘must have’
research and knowledge-based consulting to 
clients in every major company in the energy and 
metals industries, as well as leading financial 
services organisations, governments and 
government agencies across the globe.
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Bone Spring, Avalon Shale, Leonard Shale
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Three Intervals

1st, 2nd, 3rd Bone Spring
Avalon shale is member of the 1st Bone Spring

A thick sequence of sedimentation
Interbedded sandstones, siltstones, organic rich 

mudstones, non-organic shales, and detrital
limestones and dolostones

150-350 feet

6,000-12,000 feet

toc % 3-6%
porosity % 8-15%
net thickness 150-350 feet
gross depth 6,000-12,000 feet
primary lithology Sandstones, Shale
age Leonardian
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Size of the prize

Extends approximately 11,400 
square kilometres (4,390 square 
miles)
Resource potential of  1.3 
mmboe/section
Total well locations at 320 acre 
spacing: >8,000
Wells drilled to date:

• ~300 horizontal 

• >1,800 vertical
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Development thus far

Operator Net leasehold (000s)
Devon Energy 700
Chesapeake Energy 290
Anadarko 170
EOG 120
Apache 100
Concho Resources 100
Cimarex Energy 31
SandRidge 25
Yates Petroleum ~10
Mewbourne Oil ~5
Bopco ~5
*Devon figure includes leasehold  for oil plays in the Permian
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Liquids yields will vary depending on target location
Relatively small standard deviation of EURs; 400-600 mboe
Significant differences in liquid yields across the formation

Base case, 3rd Bone Spring
30-day IP: 0.65 mmcfd gas and 275 b/d of liquids

EUR: 407mboe (2.3 bcfe)
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1st and 2nd Bone Spring
30-day IP: 0.5 mmcfd gas and 500 b/d of liquids

EUR: 504 mboe (2.8 bcfe)
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Avalon Shale
30-day IP:  0.8 mmcfd gas and 225 b/d of liquids

 EUR: 378 mboe (2.1 bcfe)
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Liquids streams enhances returns

At US$80/bbl, base case wells can see IRRs of 42%
Base case ranks well among other top liquid rich plays in the lower 48

Assumes US$4.50/mcf flat gas price and drilling and completion costs of US$5.5 mm

Source: Wood Mackenzie

-

50.0

100.0

150.0

200.0

250.0

300.0

50 60 70 80 90

Oil price (US$/bbl)

IR
R

 (%
)

Base case

1st and 2nd Bone Spring

Avalon Shale



10

Delivering commercial insight to the global energy industry

www.woodmac.com

Competitors
Cimarex Energy

• Plans to run 6 rigs and drill 30 wells through 2010. Still acquiring leasehold

• Partnered with FieldPoint Petroleum to drill 2 wells in June 2010

• 3rd bone spring player, testing Avalon and 1st and 2nd Bone Spring

Chesapeake Energy
• Still acquiring leasehold in Avalon shale

• De-risking and understanding play

• Acreage in the Avalon Shale and to the south

SandRidge
• Looking to sell Avalon Shale and 3rd Bone Spring potential position

Concho Resources
• Drilling first well following entry into play with Marbob acquisition in August 2010

EOG
• Encouraging results with exceptionally high liquid yields in Avalon Shale and 3rd Bone Spring 

Devon Energy
• 13 rigs in the area, drilled +15 gross wells in 2010

Mewbourne, OGX Resources
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Rig movement picks up in late 2009
Promising reported operator results and the “depressing” gas price environment spur rig movement to the Bone Spring

• 78  horizontal drilling permits filed in Lea County in 2010, 322 in Eddy County in 2010

Rig requirements:
• High horse power, horizontal capability

• 30-40 days to drill and complete
Horizontal drilling rigs targeting the Bone Spring
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Completion techniques:
• 4,000-5,000 foot laterals 

• multistage slickwater fracture 
stimulations

• AFE of US$5-6 million
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On your mark…get set… go!

Rig movement in 2010 
indicates significant 
growth area for 2011 and 
forward

Production poised to pass 
100,000 boe/d by 2014

• 105,000 b/d liquids

• 52 mmcfd gas

Assumes 30 rigs drilling with spud to sale time of 35 days

Source: Wood Mackenzie
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Constraints/ Risks 

Play extent is still being delineated

Additional processing facilities may be required

Competition for services may squeeze costs higher

Water-sourcing is a constant concern

New Mexico regulatory environment
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Takeaway capacity

Numerous processing facilities 
located close to activity
Ample takeaway capacity towards 
oil and gas hubs in Texas
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Upside
High oil and liquids content limits downside exposure to commodity prices

• 3rd Bone Spring, 1st and 2nd Bone Spring, and Avalon Shale all have IRRs of over 10% at 
US$60/bbl

Play extent is still being delineated
Other productive formations 

• Wolfbone, vertical commingled targets in Texas

Costs could come down
• But when?

Opportunity for future consolidation
• Smaller regional operators Bopco and Mewbourne, working alongside large independents, 

Devon and Chesapeake

Well spacing
• Jury is still out
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In summary,

+8,000 well locations at 320-acre spacing with significant resource potential

Large independents with extensive horizontal drilling experience and smaller operators with 
long histories in the area alike have positioned themselves for a ramp up in development 
activity in through 2011

Base case well can expect an IRR of  42% at US$80/bbl 

Still developing- many uncertainties remain
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For questions regarding the content of this presentation, or the commercial analysis Wood 
Mackenzie provides, please contact:

Contacts

Matthew Jurecky
Lead Analyst, US Lower 48 Upstream
T: 713-470-1646
E: matthew.jurecky@woodmac.com

Cara Merriman
Analyst, US Lower 48 Upstream
T: 713-470-1645 
E: cara.merriman@woodmac.com
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Wood Mackenzie Disclaimer

Strictly Private & Confidential

This presentation has been prepared for the Platts Rockies Gas & Oil conference by Wood 
Mackenzie Limited. The report is intended solely for the benefit of the Rockies Gas & Oil 
conference, and its contents and conclusions are confidential and may not be disclosed to 
any other persons or companies without Wood Mackenzie’s prior written permission.

The information upon which this presentation is based has either been supplied to us or 
comes from our own experience, knowledge and databases. The opinions expressed in this 
report are those of Wood Mackenzie. They have been arrived at following careful 
consideration and enquiry but we do not guarantee their fairness, completeness or accuracy.  
The opinions, as of this date, are subject to change. We do not accept any liability for your 
reliance upon them.
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Wood Mackenzie

Kintore House
74-77 Queen Street
Edinburgh EH2 4NS

Global Contact Details

Europe +44 (0)131 243 4400
Americas +1 713 470 1600
Asia Pacific +65 6518 0800
Email energy@woodmac.com

Global Offices

Australia - Canada - China - Japan - Malaysia - Russia - Singapore - South Africa - United Arab Emirates - United Kingdom - United States

Wood Mackenzie has been providing its unique range of research products and consulting services to the Energy industry 
for over 30 years. Wood Mackenzie provides forward-looking commercial insight that enables clients to make better 
business decisions. For more information visit: www.woodmac.com


