Resolution of Nigeria's OPL 245 Dispute – Unlocking Deepwater Potential Amid Global Energy Volatility

Executive Summary

Nigeria has reached a landmark settlement resolving the long-running dispute surrounding Oil Prospecting Licence 245 (OPL 245), one of the country’s most commercially significant deepwater oil blocks. The disputes have cost stakeholders billions in legal fees and delayed production, exacerbating Nigeria's declining oil output (from approximately 2.2 million bpd in 2010 to approximately 1.4 million bpd in 2025). The agreement between the Federal Government of Nigeria and Eni (through Nigerian Agip Exploration Limited) clears a major legal obstacle that has stalled development of the Zabazaba–Etan Deepwater Project for more than a decade. This converts the licence into four new assets: two Petroleum Mining Leases (PML 102 and 103) and two Petroleum Prospecting Leases (PPL 2011 and 2012), with NAE as operator alongside partners Nigerian National Petroleum Company Limited (NNPC) and SNEPCO. The settlement is expected to unlock investment in a project capable of producing approximately 150,000 barrels per day (bpd) at peak output. However, lingering transparency concerns and calls for full disclosure from anti-corruption activists pose reputational risks. 

Key milestones

· 1998: The block was originally awarded to Malabu Oil & Gas, a company linked to former Nigerian petroleum minister Dan Etete.

· 2011: Royal Dutch Shell and Eni paid approximately $1.3 billion to acquire rights to the block through a government-mediated deal.The transaction triggered international corruption investigations across multiple jurisdictions.

· 2021: Courts in Milan acquitted the companies and executives involved, though legal uncertainty persisted. The dispute significantly delayed development of one of Nigeria’s largest undeveloped offshore fields.

Key Intelligence Points
· Legal Dispute Resolved
· Longstanding legal conflicts involving OPL 245 have been settled through a negotiated agreement between Nigeria and Eni.
· Settlement eliminates arbitration risk and clarifies development rights for the block.
· Major Deepwater Development Enabled
· The Zabazaba–Etan Deepwater Project can now move toward development and eventual production.
· Expected peak output: ~150,000 bpd.

Implications for the Energy Sector

Positive Impacts
· Production Boost: Could add approximately 150,000-200,000 bpd by 2028-2030, supporting Nigeria's goal of 2 million bpd output and aligning with OPEC+ quotas.

· Investment Inflow: Signals regulatory stability, potentially unlocking billions in Africa's E&P capex for 2026, with Nigeria leading. Eni plans further deepwater initiatives, enhancing Nigeria's offshore 

· Economic Benefits: Increased fiscal revenues (royalties, taxes) amid high oil prices; job creation (supply base, logistics); forex inflows to ease naira pressures.

· Strategic Positioning: Reduces reliance on disrupted Middle East supplies, positioning Nigeria as an alternative exporter to Europe/Asia.

Risks and Considerations

· Transparency Issues: Lack of public details on settlement terms could invite scrutiny from NGOs, potentially reviving international probes.

· Operational Challenges: Deepwater projects face high costs, security risks in the Niger Delta, and environmental concerns.

· Market Volatility: While current prices support FID, a de-escalation in the Iran conflict could lower Brent, impacting viability.

· Competitive Landscape: Other African plays (e.g., Namibia's Orange Basin) may draw IOC attention if Nigeria's fiscal terms remain unattractive.

Recommendations 

· Monitor FID Timeline
· Conduct due diligence on joint venture participation, factoring in ESG compliance given the block's history.
· Model impacts under oil price bands to advise on hedging/investments.

Conclusion 

The resolution of Oil Prospecting Licence 245 (OPL 245) represents a significant milestone for Nigeria’s oil industry. By removing a major legal barrier, the government has opened the door for large-scale investment in the Zabazaba–Etan Deepwater Project and potentially other offshore assets. If successfully executed, the project could strengthen Nigeria’s long-term production capacity, improve government revenues, and reinforce the country’s role in global oil markets during a period of ongoing energy volatility.




