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Nigeria is experiencing the most significant restructuring of its upstream petroleum sector since the nationalization era of the 1970s. Between 2024 and 2025, international oil companies (IOCs) have divested approximately $6.5 billion in onshore and shallow-water assets, transferring operational control to indigenous Nigerian companies. This capital reallocation is not a wholesale exit from Nigeria but a deliberate strategic pivot: IOCs are retreating from the high-risk, environmentally and socially contentious Niger Delta onshore while consolidating capital in deepwater and integrated gas positions that offer superior returns, lower operational risk, and alignment with global portfolio rationalization objectives. The consequence is a bifurcated Nigerian petroleum sector—indigenous operators dominating onshore production, and IOCs anchoring deepwater and LNG value chains.
1. THE DIVESTMENT WAVE: DEALS, BUYERS, AND DRIVERS
1.1 Transaction Landscape (2024–2025)
The period has witnessed five landmark divestments, representing a systematic transfer of legacy onshore and shallow-water assets from IOCs to Nigerian entities:
	Seller
	Asset
	Buyer
	Value
	Asset Class
	Status

	Shell
	SPDC (30% JV operator)
	Renaissance consortium
	$2.4 billion
	Onshore + Shallow Water
	Completed March 2025

	Eni
	NAOC (OMLs 60–63)
	Oando PLC
	$783 million
	Onshore
	Completed August 2024

	Equinor
	Agbami field (20.21%)
	Chappal Energies
	$1.2 billion
	Deepwater
	Completed November 2024

	ExxonMobil
	MPNU (OMLs 67, 68, 70, 104)
	Seplat Energy
	$1.28 billion
	Offshore/Shallow Water
	Completed December 2024

	TotalEnergies
	SPDC JV stake (10%)
	Chappal Energies
	$860 million
	Onshore JV
	Pending regulatory approval



1.2 Structural Drivers of Divestment
The exodus is driven by a convergence of operational, financial, and strategic factors:
Operational Risk Escalation: Onshore Niger Delta assets have been plagued by crude oil theft, pipeline vandalism, and community disputes. Shell's SPDC JV alone suffered decades of spills, most attributed to sabotage and theft. These above-ground risks have rendered onshore operations marginally profitable and reputationally toxic for IOCs operating under heightened ESG scrutiny.

Environmental Liability: Nigerian regulators, particularly the Nigerian Upstream Petroleum Regulatory Commission (NUPRC), began requiring pre-divestment environmental liability assessments in 2024. Shell's SPDC deal was held up for months while regulators scrutinized the buyer's capacity to manage remediation obligations. This regulatory tightening has made onshore exits more complex but has not deterred sellers.

Portfolio Rationalization: All divesting IOCs have explicitly framed these transactions as part of global portfolio optimization. Eni stated its NAOC sale was "in line with Eni's strategy focused on the rationalization of upstream activities by rebalancing its portfolio and divesting non-strategic assets." Shell's stated intent is to "simplify its presence in Nigeria through an exit of onshore oil production and a focus on Deepwater and Integrated Gas positions."

Capital Efficiency: Divested capital is being redeployed to higher-margin, lower-risk jurisdictions. TotalEnergies' 2025 Strategy and Outlook presentation confirms a global net Capex reduction to ~$16 billion in 2026, with capital directed toward "high margin Upstream projects" in Brazil, Namibia, the U.S. Gulf of Mexico, and Qatar—not Nigeria's onshore.
2. THE RETENTION STRATEGY: WHERE IOC CAPITAL REMAINS
2.1 Deepwater Anchors
IOCs that have divested onshore assets have explicitly retained deepwater positions, which offer superior reservoir quality, lower community interface, and higher per-barrel margins:
Shell: Retains full ownership of the Bonga deepwater field and its $5 billion Bonga North development. Also retains integrated gas positions including Nigeria LNG (NLNG) and the Gbaran-Ubie gas project. Shell's 2025 payments to Nigeria dropped 62% to $2.02 billion, reflecting the onshore exit, but the company has signaled a $5 billion commitment to Bonga North.

ExxonMobil: Retained deepwater stakes in Erha, Usan, and Bonga, which collectively produced a gross 219,000 b/d in November 2024. The company explicitly stated it will "continue to focus on our deepwater operations as we maximize value for all stakeholders."

Chevron: Rather than divesting, Chevron is scaling up its Nigerian deepwater presence. In January 2024, President Tinubu was briefed on Chevron's plans, which include a 20-year renewal of three deepwater leases, seismic acquisition in multiple deepwater blocks, expansion of the Agbami field, acquisition of an interest in OPL 215 (joining TotalEnergies, which holds 40%), and a $1.4 billion infill drilling program in the Escravos area through 2026. Chevron is Nigeria's third-largest producer and appears to be the only major IOC increasing, rather than reducing, its Nigerian footprint.

TotalEnergies: While divesting its 10% SPDC JV stake, TotalEnergies retains its operated onshore OML 58 (Obite gas hub) and its deepwater portfolio, including Egina, Ikike, and Ofon Phase 2. The company is Nigeria's largest producer, managing ~450,000 boe/d in 2024—approximately 20% of national output. TotalEnergies has been the largest investor in Nigeria over the past 15 years, contributing 20–25% of national hydrocarbon investment.
2.2 Integrated Gas & LNG
Gas monetization remains the most defensible IOC position in Nigeria. TotalEnergies eliminated routine flaring across all Nigerian operations by end-2023 (seven years ahead of schedule) and retains its NLNG supply role. Shell's retained gas infrastructure and Chevron's Escravos gas-to-liquids complex represent long-life, cash-generative assets insulated from crude theft. The domestic gas market, underpinned by the Petroleum Industry Act (PIA) pricing reforms, offers a regulated revenue stream that onshore crude cannot match.
3. THE INDIGENOUS ASCENT: BUYERS, CAPACITY, AND RISKS
3.1 The New Operators
The divestment wave has created Nigeria's largest indigenous energy companies, but their capacity to manage these assets remains an open question:
Seplat Energy: Following the $1.28 billion MPNU acquisition (completed December 2024), Seplat has become Nigeria's leading independent. The deal more than doubled production from 48,000 boe/d to ~120,000 boe/d pro forma, increased 2P reserves by 86% to 887 MMboe, and added the Qua Iboe and Bonny River terminals. Seplat now holds equity in 11 blocks, 48 producing fields, and 5 gas processing facilities. The company has committed to ending routine flaring by end-2025 and is pursuing a 100,000 bopd / 1.5 tcf gas target by 2029.

Oando PLC: The $783 million NAOC acquisition (closed August 2024) doubled Oando's working interest to 40% in OMLs 60–63 and lifted 2P reserves from 500 MMboe to 1 billion boe. Oando produced ~24,000 boe/d in 2024 and targets 30,000–40,000 boe/d in 2025, with an ambition of 100,000 bopd by 2029. CEO Wale Tinubu (nephew of President Bola Tinubu) has acknowledged the need for a "revamped security framework" to curb persistent oil theft.

Renaissance Africa Energy Holdings: The Shell SPDC acquirer is a consortium of ND Western, Aradel Energy, First E&P, Waltersmith, and Petrolin. The $2.4 billion deal gives Renaissance a 30% operating stake in 15 onshore and 3 shallow-water OMLs. The consortium's technical and financial capacity was the subject of extended regulatory scrutiny before NUPRC approval.

3.2 Capacity and Risk Assessment
The indigenous ascent carries three critical risks:
1) Technical Capacity: None of the acquiring companies have operated assets at the scale of SPDC or MPNU. Seplat's track record is the strongest, but Renaissance's consortium structure raises governance questions.
2) Security and Above-Ground Risk: Indigenous operators may lack the political leverage and security infrastructure that IOCs deployed. Oando has explicitly flagged "above-ground security risks" as a priority.
3) Environmental Liability: The transfer of decades of spill liability to under-capitalized indigenous firms could result in further environmental degradation and future state liability. NUPRC's pre-divestment assessment regime is an attempt to mitigate this, but enforcement capacity is uncertain.
4. PRODUCTION DYNAMICS AND MARKET IMPLICATIONS
4.1 The Output Gap
Nigeria's crude production has fallen from a 2005 peak of 2.45 mb/d to ~1.47–1.53 mb/d in 2024–2025, well below its 2.2 mb/d capacity and OPEC quota. The divestment transition has contributed to this underperformance, as asset handovers disrupt operations and indigenous operators require time to ramp up investment.

However, the indigenous sector is growing. Seplat's MPNU acquisition alone added ~71,000 boe/d. If Oando and Renaissance execute their production targets, indigenous output could rise from ~200,000 boe/d in 2023 to 800,000+ boe/d by 2028—potentially offsetting IOC declines and stabilizing national production at ~1.5–1.6 mb/d.
4.2 Fiscal Impact
Shell's 2025 payments to Nigeria collapsed 62% to $2.02 billion (from $5.34 billion in 2024), comprising $1.24 billion in production entitlements, $237 million in taxes, $454 million in royalties, and $88 million in fees. This fiscal shock underscores the government's exposure to IOC portfolio decisions. As more production shifts to indigenous operators with less transparent tax structures and higher cost bases, federal revenue collection may face structural headwinds.

5. CAPITAL REALLOCATION: WHERE THE MONEY IS GOING
The ~$6.5 billion divested from Nigeria is flowing into three primary channels:
	Destination
	Examples
	Rationale

	Frontier Basins
	Namibia (TotalEnergies, Shell, Chevron), Guyana (ExxonMobil)
	Higher exploration upside, lower above-ground risk, superior fiscal terms

	Deepwater Nigeria
	Bonga North ($5B Shell), Agbami expansion (Chevron)
	Retained high-margin, low-risk positions with existing infrastructure

	Shareholder Returns
	TotalEnergies buybacks ($7.5B in 2025), Eni dividends
	Capital discipline and shareholder payout commitments (>40% of CFFO)



TotalEnergies' 2025 Strategy and Outlook explicitly confirms this logic: the company plans to increase energy production by ~4% per year through 2030 while reducing net Capex to $15–17 billion annually. Growth is driven by "high-margin oil projects" in Brazil, Iraq, Uganda, and the U.S. Gulf of Mexico—not Nigeria's onshore. The company's $7.5 billion savings program (2026–2030) and >40% shareholder payout target leave no room for high-risk, capital-intensive onshore Nigerian projects.
6. STRATEGIC IMPLICATIONS AND OUTLOOK
6.1 For Nigeria
The restructuring is a double-edged sword. Indigenous ownership addresses historical grievances over resource control and creates local economic participation, but it risks accelerating production decline if new operators under-invest. The government's challenge is to ensure that indigenous buyers have the capital, technical partnerships, and security frameworks to maintain—and grow—output. The PIA's fiscal terms, designed to attract IOC investment, may need recalibration for a sector increasingly dominated by local players with different cost structures.
6.2 For IOCs
Nigeria is being repositioned from a "core holding" to a "selective deepwater play" in IOC portfolios. The country remains attractive for integrated gas and deepwater oil, but the onshore Niger Delta is effectively being ceded to indigenous operators. This mirrors the global trend of IOCs retreating from mature, high-risk basins to frontier deepwater and LNG.
6.3 For Capital Allocators

The intelligence assessment is clear: Nigeria's upstream sector is undergoing irreversible structural change. The investment thesis for Nigerian petroleum is now bifurcated:
Deepwater / LNG: Defensible, cash-generative, IOC-dominated. Suitable for long-dated, infrastructure-style capital.
Onshore / Shallow Water: High-risk, indigenous-dominated, operationally challenged. Suitable only for specialist EM operators with local partnerships and high risk tolerance.
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