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�� Rolling in the deepwater
 Projects sanctioned before the oil price collapse are under development 

in the deepwater Gulf of Mexico. We examine some of these projects.

�� Trending
 The Lower Tertiary trend is thought to be one of the most promising 

Gulf frontiers, but the better-known Miocene still has plenty of 
potential.

�� Cost-cutting
 Offshore operators are trying to cut costs, and while projects under 

development can benefit, exploration may suffer in the medium term.

�� Safety first
 Safety has been in the spotlight in the Gulf since the Macondo disaster, 

and now drillers have to go even further to ensure it.
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THE US Gulf of Mexico is proving to be a bright 
spot for the country at a time when its overall 
production, particularly in onshore shale, is 
declining. The Gulf ’s strong performance is a 
result of projects that were already under devel-
opment before oil prices collapsed coming on 
line. There are concerns, though, about future 
output taking a hit because exploration in the 
region has slowed down and no new projects 
are currently being sanctioned, while operators 
are seeking to rein in spending. (See: Offsetting 
declines: Gulf production trends, page 35)

Investment in the Gulf will eventually pick 
up again when prices have recovered suffi-
ciently, but an additional concern is that delayed 
projects will then compete with new exploration 
for capital, leading to a medium-term lack of 
development.

Ultimately, though, the resources in the Gulf 
remain attractive. The US government previ-
ously estimated in 2013 that the Gulf could hold 
48 billion barrels of oil that had not yet been dis-
covered. The accuracy of this estimate cannot be 
confirmed, though, until much more exploration 
has taken place, especially in challenging deep-
water areas and formations that are only recently 
being opened up by drillers. Nonetheless, such 
numbers, and the prospect of million-barrel dis-
coveries, are likely to bring explorers back into 
the deepwater Gulf when capital budgets and oil 
prices allow it.

South of the border
A further boost for producers could come if 
development takes off on Mexico’s side of the 
maritime border after the country overhauled 
its energy policy and opened up its oil indus-
try to foreign investment. The move also came 
at an unfortunate time, as the subsequent drop 
in oil prices made the undeveloped acreage on 
offer a lot less attractive. However, Mexico is 
proceeding with its deepwater bidding round in 
December 2016 and the interest is there. Reuters 
reported in March that 13 companies, including 
ExxonMobil, BP and BHP Billiton, had paid 
nearly US$80 million for seismic data ahead of 
the auction. These companies are already active 
on the US side of the Gulf.

A quarter of Mexico’s estimated prospective 

resources – almost 28 billion barrels of oil equiv-
alent – are thought to be located in the coun-
try’s deepwater Gulf region. And experience 
developing reserves on the US side of the Gulf 
is expected to prove beneficial, as the geology is 
anticipated to be similar and formations could 
extend into Mexican waters. One prospect in 
Mexico’s Perdido Fold Belt is located just 31 
miles (50 km) from Royal Dutch Shell’s Great 
White field, which is part of the super-major’s 
Perdido complex close to the maritime border. 
ExxonMobil’s Hadrian South project is also close 
to the Mexican border.

While Mexican development stands to bene-
fit from US expertise rather than the other way 
round, new discoveries close to the border could 
result in new exploration on the US side if results 
are favourable. Progress in the Perdido Fold Belt 
in particular will be of interest to explorers look-
ing at opportunities close to the border on the 
US side, though it will be some time before any 
exploration takes place.

Learning lessons
In the meantime, US operators are working on 
cutting costs, improving efficiencies and boost-
ing recoveries at their existing projects in the 
deepwater Gulf. A rare final investment deci-
sion (FID), on Shell’s Appomattox project, came 
in 2015 as other offshore producers were start-
ing to hold back on new developments after the 
super-major cut estimated costs at the project by 
20%. (See: Shell cuts costs and solidifies position 

W H AT:
Gulf production is still 
rising for now.

W H Y:
Projects sanctioned 
before the oil price 
collapse are still coming 
on line.

W H AT  N E X T:
A slowdown in exploration 
is looming.

Rolling in the deepwater: ups and 
downs in the US Gulf of Mexico
Gulf of Mexico oil production is still rising, but the oil price collapse has hit exploration and 
the development of new projects that have yet to be sanctioned

US operators 
are working on 
cutting costs, 

improving 
efficiencies 

and boosting 
recoveries at their 
existing projects 
in the deepwater 

Gulf.
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HESS has high hopes for its deepwater Stampede 
field. Given its recent successes in both cutting 
costs and delivering deepwater projects in the US 
Gulf of Mexico, the risks surrounding the US$6 
billion development seem to be relatively low.

Cutting back
In January 2016, Hess announced that work at 
Stampede would account for US$325 million 
of its total capital expenditure of US$2.4 bil-
lion for 2016. Given that the company lowered 
capex spending by 40% from its 2015 level of 
US$4 billion, this appears to be a considerable 
show of confidence in the project, with only one 
larger investment this year, the US$375 million 
Hess will spend on the development of its North 
Malay Basin project in Malaysia. 

The Stampede field was originally discov-
ered in 2005, and is located in Green Canyon 
Blocks 468, 511 and 512, roughly 115 miles (185 
km) south of Louisiana. The Stampede project 
includes the Pony and Knotty Head deepwater 
finds. Knotty Head and Pony were discovered 
in 2005 and 2006 respectively and were initially 
set to be developed as separate projects by their 
respective operators. However, Hess, which 
owned 100% in the Pony field, executed a joint 
operating agreement with Nexen Petroleum 
USA and its partners in Knotty Head in 2012. 
Following this, the two projects were merged 
and named Stampede, with Hess assuming 
operatorship of the entire project.

The fields are located in water depths of 3,500 
feet (1,067 metres) and target Lower Miocene 
reservoirs at depths of around 30,000 feet (9,144 
metres) below the surface. The estimated recov-
erable resources at the project are around 300-
350 million barrels of oil equivalent, and will 
probably not be easy to target. 

A two-well drilling campaign was set to begin 
by the fourth quarter of 2015, with first oil fore-
cast by 2018. Ultimately drilling started in the 
first quarter of 2016, but the delay was a minor 
one. At full capacity, the project is expected to 
produce 80,000 barrels per day of oil and 120 
million cubic feet (3.4 million cubic metres) per 
day of natural gas.

The development, which is operated by Hess 
alongside partners Statoil, Chevron subsidiary 
Union Oil and Nexen, was sanctioned in late 
2014. Each party holds a 25% working interest 
in the project.

Stampede will see six subsea production wells 
and four water injection wells tied back to a ten-

sion leg platform (TLP). This will have a dry 
topsides weight of 11,500 tonnes, with front-
end engineering design (FEED) handled by 
Wood Group Mustang, and engineering and 
management due to be carried out by Modec 
International. Meanwhile, Oceaneering Interna-
tional will supply the umbilicals and umbilical 
distribution.

Going lean
In 2010, Hess began applying the principles 
of lean manufacturing at its operations in the 
onshore Bakken play, hoping to improve effi-
ciency and drive down costs. This process 
– which applies continuous analysis in order 
to cut down wasted time or resources – has 
traditionally failed to take hold across many 
oil and gas firms, largely owing to the unique 
and project-led nature of developments. As 
much equipment is not the same as previously 
produced materials, and the nature of drill-
ing operations is frequently diverse, marginal 
improvements have tended to be considered as 
difficult to realise.

However, the company has claimed that it 
has achieved considerable successes by taking 
a more holistic approach, asking workers to cut 
waste by focusing daily on what has and has not 
worked and quickly learn from any mistakes. 
This cultural shift, which has also been passed 
on to contractors and project partners, was 
reported to have led to a reduction in costs of 
around US$400,000 per well in North Dakota 
by April 2015, while also cutting down drilling 
time.

Unsurprisingly, the company has rolled this 
approach to other projects, including offshore 
developments in Ghana and Equatorial Guinea. 
Both Modec and Wood Group Mustang are 
among the contractors that Hess has used across 

Joining the Stampede
Hess is applying the principles of lean manufacturing to its offshore operations, including at 
Stampede, which is due to start up in 2018

P R O J E C T  P R O F I L E S

 STAMPEDE PROJECT

Discovered: 2005
Start-up: 2018
Capacity: 80,000 bpd
Estimated reserves: 300-350 million boe 
recoverable
Ownership: Hess (operator, 25%), Chevron’s 
Union Oil subsidiary (25%), Statoil (25%), 
Nexen (25%)
Location: Green Canyon
Water depth: 3,500 feet (1,067 metres) 

Stampede is 
a US$6 billion 
dollar project, 

gross. If I can get 
a 10% or 20% 
improvement, 
these are huge 

numbers. 
Greg Hill

Chief operating officer
Hess
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