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Abstract

This paper provided an overview of the legal framework of the Nigerian Oil and Gas Industry Content Development Act (Local
Content Act), 2010, adopting a doctrinal methodology. The research examined the objectives, scope, and key provisions of the
Act, with a focus on its implications for the oil and gas industry in Nigeria. The paper revealed that the Local Content Act,
2010 aims to promote indigenous participation in the oil and gas industry, increase Nigerian content in goods and services,
and develop local capacity. Furthermore, the paper found out that the Act establishes the Nigerian Content Development and
Monitoring Board (NCDMB) to regulate and monitor compliance with local content provisions. Also, the Act sets out minimum
Nigerian content requirements for goods and services in the oil and gas industry. The Act provides for sanctions and penalties
for non-compliance with local content provisions. Based on the findings, this paper recommended that there should be Effective
implementation of the Act: The NCDMB and other regulatory bodies should ensure effective implementation of the Act to
promote indigenous participation and increase Nigerian content. Also, indigenous companies should receive training and
support to enhance their capacity to participate in the oil and gas industry. The Act should be reviewed and amended to address
any challenges or gaps in its implementation. In conclusion, this paper demonstrated the significance of the Local Content Act,
2010 in promoting indigenous participation and increasing Nigerian content in the oil and gas industry. The effective
implementation of the Act is critical to achieving its objectives and promoting economic development in Nigeria. By addressing
the challenges identified in this study, Nigeria can strengthen its local content framework and achieve its economic development
goals.
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1. Introduction

The Nigerian Local Content Act 2010 represents a paradigm shift in Nigeria's economic development strategy, aimed at
promoting indigenous participation and capacity building in the oil and gas sector.! This landmark legislation seeks to reverse
the historical trend of marginalization of Nigerian businesses and professionals in the industry, thereby fostering economic
growth, job creation, and technological transfer.”> The Nigerian Local Content Act 2010 is a comprehensive legislative
framework designed to increase the domestic value-added component of goods and services utilized in the oil and gas industry.’
By prioritizing local content development, the Act addresses the long-standing challenges of dependence on foreign expertise
and technology, while also enhancing Nigeria's competitiveness in the global energy market.* As a strategic intervention, the
Nigerian Local Content Act 2010 has far-reaching implications for the country's socio-economic transformation. By mandating
minimum local content thresholds in procurement, employment, and research and development,® the Act seeks to stimulate
entrepreneurship, innovation, and human capital development, ultimately contributing to Nigeria's sustainable development.®
The Nigerian Local Content Act 2010 embodies the nation's commitment to resource nationalism,’ ensuring that the oil and gas
sector contributes optimally to the national economy. By promoting local content, the Act aims to retain a greater share of the
industry's value chain within Nigeria, generating employment opportunities, improving government revenue, and reducing the
country's dependence on imported goods and services.?

2. Overview of the Legal Frameworks of the Local Content Act 2010

Constitution of the Federal Republic of Nigeria 1999 (As Amended)

Section 16(1)(b) of the 1999 Constitution of the Federal Republic of Nigeria states: The State shall, within the context of the
ideals and objectives for which provisions were made in this Constitution, direct its policy towards ensuring - (b) that the
economic system is not operated in such a manner as to permit the concentration of wealth or means of production and exchange
in the hands of few individuals or of a group; ® This provision mandates the State to implement policies that: 1) Prevent wealth
concentration among a few individuals or groups; 2) Promote economic democracy and inclusiveness; 3) Encourage indigenous
participation in the economy. The section aims to address historical imbalances and ensure that Nigerians benefit from the
country's economic resources.'? Decided cases have reinforced the importance of Section 16(1)(b): In Attorney-General of the
Federation v. Attorney-General of Abia State'’, the Supreme Court held that Section 16(1)(b) empowers the government to
regulate economic activities to prevent wealth concentration. In Nigerian Maritime Administration and Safety Agency
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(NIMASA) v. NLNG Ltd."?, the Court of Appeal ruled that NIMASA's regulatory powers, aimed at promoting indigenous
participation, were constitutional and in line with Section 16(1)(b). Section 16(1)(b) provides the constitutional basis for the
Nigerian Local Content Act 2010, which aims to increase indigenous participation in the oil and gas sector.'® The Act's
provisions, such as the mandatory minimum local content thresholds (Section 4). And reference for Nigerian companies and
personnel (Section 5) are designed to operationalize the constitutional objectives outlined in Section 16(1)(b).

Nigerian Content Development and Monitoring Board Act 2010 (NCDB Act)

Nigerian Content Development and Monitoring Board Act, 2010 establishes the Nigerian Content Development and Monitoring
Board (NCDMB) as the regulatory agency responsible for implementing the Local Content Act 2010.'* The primary objectives
of NCDMB are: 1) To develop and implement local content policies and guidelines; 2) To monitor and enforce compliance
with local content requirements; 3) To promote Nigerian participation in the oil and gas industry; 4) To build capacity and
expertise among Nigerian companies and professionals. The NCDB Act operationalizes the Local Content Act 2010 by
providing the regulatory framework for implementing local content policies, establishing the NCDMB as the agency responsible
for enforcing local content requirements, defining the scope of local content development and monitoring. In Nigerian Content
Development and Monitoring Board v. Shell Petroleum Development Company of Nigeria Ltd.,"’the Court of Appeal upheld
NCDMB's powers to regulate and enforce local content compliance. In Total E&P Nigeria Ltd. v. Nigerian Content
Development and Monitoring Board,"® the Federal High Court ruled that NCDMB's directives on local content implementation
were lawful and binding. In Attorney-General of the Federation v. Attorney-General of Abia State'’, the Supreme Court held
that: “...the Nigerian Content Development and Monitoring Board has the power to regulate and monitor the oil and gas industry
to ensure compliance with the local content requirements...~

Petroleum Industry Act 2021

The Petroleum Industry Act (PIA) 2021 is a comprehensive legislation aimed at reforming Nigeria's petroleum industry.'® The
Act repeals the Petroleum Act 1969 and other related laws, providing a new regulatory framework for the industry. The PIA
2021 reinforces and expands local content provisions, building upon the Local Content Act 2010. Key provisions include: 1)
Nigerian Content Development (Section 105-107): Establishes the Nigerian Content Development and Monitoring Board
(NCDMB) as the regulatory agency responsible for implementing local content policies; 2) Local Content Plan (Section 108):
Mandates operators to submit local content plans for approval by NCDMB; 3) Minimum Local Content Thresholds (Section
109): Sets minimum local content thresholds for goods, services, and workforce; 4) Preferential Treatment (Section 110): Grants
preferential treatment to Nigerian companies and professionals. The PIA 2021 1) reaffirms the objectives of the Local Content
Act 2010; 2) expands local content scope to include downstream and midstream operations; 3) strengthens NCDMB's regulatory
powers; 4) introduces new local content requirements for frontier basins and deepwater operations. Nigerian Content
Development and Monitoring Board v. Shell Petroleum Development Company of Nigeria Ltd"® established NCDMB's powers
to regulate and enforce local content compliance. Total E&P Nigeria Ltd. v. Nigerian Content Development and Monitoring
Board”” upheld NCDMB's directives on local content implementation. Relevant provisions of the Act include section 105(1)
PIA 2021 which states: The Nigerian Content Development and Monitoring Board shall be responsible for implementing the
local content policy...” Section 109(2) PIA 2021 states that ‘the minimum local content threshold for goods and services shall
be 50% of the total value of the contract.’

NNPC Establishment Act 2023

The NNPC Establishment Act, 2023, establishes the Nigerian National Petroleum Corporation (NNPC) Limited as a
commercial entity,”! with the objective of: operating as a profitable business; promoting Nigeria’s oil and gas industry, and
increasing Nigerian content. The Act reinforces local content development, aligning with the Local Content Act 2010: 1)
Nigerian Content Development (Section 5): NNPC Limited shall promote Nigerian content in its operations; 2) Local Content
Plan (Section 6): NNPC Limited shall submit local content plans for approval by NCDMB; 3) Preferential Treatment (Section
7): Nigerian companies and professionals shall receive preferential treatment. This Act relates with Local Content Act 2010.
The NNPC Establishment Act 1) reaffirms the objectives of the Local Content Act 2010; 2) Strengthens NNPC's role in
promoting local content; 3) Aligns with NCDMB's regulatory framework. Nigerian Content Development and Monitoring
Board v. Shell Petroleum Development Company of Nigeria Ltd** established NCDMB's powers to regulate and enforce local
content compliance. Total E&P Nigeria Ltd. v. Nigerian Content Development and Monitoring Board”® upheld NCDMB's
directives on local content implementation. Relevant provisions include section 5(1) NNPC Establishment Act which states
that NNPC Limited shall promote Nigerian content in its operations...” Section 6(2) NNPC Establishment Act states that
NNPC Limited shall submit local content plans for approval by NCDMB."’
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The NNPC Establishment Act, 2023, introduces significant reforms like the Commercialization of NNPC, unbundling of NNPC
into limited liability companies, increased transparency and accountability. These reforms aim to enhance NNPC's efficiency,
profitability, and contribution to Nigeria's economic development.

Nigerian Content Development and Monitoring Board (NCDMB) Guidelines

The Nigerian Content Development and Monitoring Board (NCDMB) Guidelines are a crucial component of the Local Content
Act 2010, aimed at promoting indigenous participation in the oil and gas industry. Established in 2010, NCDMB is responsible
for implementing and enforcing the provisions of the Nigerian Oil and Gas Industry Content Development (NOGICD) Act **
Key Objectives of NCDMB Guidelines are to increase Nigerian content in the oil and gas industry, develop local capabilities
and expertise, promote indigenous participation in the industry, and enhance economic growth and development. The NCDMB
Guidelines provide a framework for 1) Local Content Plan: Operators must submit local content plans for approval by NCDMB,
23 2) Nigerian Content Development: NCDMB promotes Nigerian content in the industry, 3) Research and Statistics: NCDMB
conducts research and collects data to inform local content development,®® 4) Host Community Development: NCDMB ensures
host community participation and benefits. The NCDMB Guidelines relates with and operationalize the Local Content Act
2010, ensuring: 1) Compliance with local content requirements, 2) Development of Nigerian content in the industry, 3)
Increased indigenous participation. Nigerian Content Development and Monitoring Board v. Shell Petroleum Development
Company of Nigeria Ltd”” and Total E&P Nigeria Ltd. v. Nigerian Content Development and Monitoring Board®® are relevant
decided cases.

Nigerian National Petroleum Corporation (NNPC) Regulations

The Nigerian National Petroleum Corporation (NNPC) Regulations are closely tied to the Local Content Act of 2010, which
aims to promote indigenous participation in the oil and gas industry. The Act defines NNPC as the state-owned oil company
responsible for implementing local content policies. Key Objectives of NNPC Regulations are to 1) Increase Nigerian content
in the oil and gas industry, 2) Develop local capabilities and expertise, 3) Promote indigenous participation in the industry, 4)
Enhance economic growth and development. NNPC regulations require: 1) Minimum local content thresholds for goods,
services, and workforce, 2) Nigerian Content Plan submission for approval by the Nigerian Content Development and
Monitoring Board (NCDMB), 3) Preferential treatment for Nigerian companies and professionals. The NNPC Regulations
operationalize the Local Content Act 2010, ensuring: compliance with local content requirements, development of Nigerian
content in the industry, and increased indigenous participation. There are relevant decided cases, namely, Nigerian Content
Development and Monitoring Board v. Shell Petroleum Development Company of Nigeria Ltd”’ and Total E&P Nigeria Ltd. v.
Nigerian Content Development and Monitoring Board.>® Relevant provisions include: 1) Section 105(1) Local Content Act
2010: The Nigerian Content Development and Monitoring Board shall be responsible for implementing the local content
policy...” 2) Section 109(2) Local Content Act 2010: The minimum local content threshold for goods and services shall be
50% of the total value of the contract.’

Department of Petroleum Resources (DPR) Regulations

The Department of Petroleum Resources (DPR) Regulations play a crucial role in implementing the Local Content Act 2010,
ensuring indigenous participation in Nigeria's oil and gas industry.’! Key Objectives of DPR Regulations are to 1) Enforce
Local Content Compliance: Monitor and enforce compliance with local content requirements, 2) Promote Nigerian
Participation: Encourage Nigerian companies and professionals in the industry; 3) Enhance Economic Growth: Foster economic
growth and development through local content development. DPR Regulations require: 1) Minimum Local Content Thresholds:
50% Nigerian content in goods, services, and workforce, 2) Nigerian Content Plan: Submission for approval by Nigerian
Content Development and Monitoring Board (NCDMB), 3) Preferential Treatment: Nigerian companies and professionals
receive preferential treatment. DPR Regulations operationalize the Local Content Act 2010, ensuring: compliance with local
content requirements, development of Nigerian content in the industry, and increased indigenous participation.*? Decided Cases
include DPR v. Shell Petroleum Development Company of Nigeria Ltd.** which upholds DPR's powers to enforce local content
compliance upheld; and Total E&P Nigeria Ltd. v. DPR** which upholds DPR's directives on local content implementation held
lawful. Relevant Provisions include 1) Section 105(1) Local Content Act 2010: Nigerian Content Development and Monitoring
Board shall implement local content policy...” 2) Section 109(2) Local Content Act 2010: ‘Minimum local content threshold
for goods and services shall be 50%...” The relevant DPR Regulations are 1) DPR Regulation 2018: TLocal Content
Requirements for Oil and Gas Operations ’, 2) DPR Guideline 2020: Nigerian Content Plan Submission’
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African Continental Free Trade Area (AFCFTA) Agreement

The African Continental Free Trade Area (AfCFTA) Agreement aims to create a single, unified market for goods and services
across Africa, promoting economic integration and cooperation. Here's a comprehensive explanation of AfCFTA in relation to
the Local Content Act 2010.3 Key Objectives of AfCFTA are to 1) Boost Intra-African Trade: Increase trade among African
countries, 2) Economic Integration: Foster economic unity and cooperation, 3) Competitiveness: Enhance Africa's global
competitiveness. The Local Content Act 2010 and AfCFTA Agreement intersect in: 1) Promoting Local Industries: AfCFTA
encourages local production, aligning with Local Content Act's objectives; 2) Nigerian Content Development: AfCFTA's
regional market expansion can enhance Nigerian content development, 3) Compliance and Regulations: AfCFTA's dispute
settlement mechanisms and regulatory frameworks complement Local Content Act's enforcement. AfCFTA's implementation
may: 1) Increase Competition: Foreign companies may compete with Nigerian businesses; 2) Enhance Cooperation: Regional
collaboration can foster technology transfer and capacity building; 3) Review Local Content Thresholds: Nigeria may reassess
local content thresholds to align with AfCFTA's liberalized trade environment. Decided Cases include 1) ECOWAS Court of
Justice, Ghana v. Nigeria (2014): Ruling on regional trade agreements' impact on national laws, 2) WTO, Nigeria v. South
Africa (2019): Dispute settlement mechanisms in regional trade agreements. Relevant provisions include Article 3 of AfCFTA
Agreement on ‘Objectives’, Article 10 of AfCFTA Agreement on National Treatment’, and Section 105 of Local Content Act
2010 on Nigerian Content Development and Monitoring Board’

World Trade Organization (WTO) Agreements

The World Trade Organization (WTO) Agreements play a significant role in shaping international trade policies, including
local content requirements. Here's a comprehensive explanation of WTO Agreements in relation to the Local Content Act
2010. Key WTO Agreements are 1) General Agreement on Tariffs and Trade (GATT): Regulates trade in goods; 2) General
Agreement on Trade in Services (GATS): Regulates trade in services, 3) Agreement on Trade-Related Investment Measures
(TRIMs): Regulates investment measures, 4) Agreement on Subsidies and Countervailing Measures (SCM): Regulates
subsidies. The Local Content Act 2010 intersects with WTO Agreements in: 1) National Treatment: WTO's national treatment
principle (GATT Article IIT) may conflict with local content requirements, 2) Quantitative Restrictions: WTO prohibits
quantitative restrictions (GATT Article XI) except for specific exceptions, 3) Subsidies: Local content incentives may be
considered subsidies under WTO's SCM Agreement. WTO principles that impact local content include: 1) Most-Favored-
Nation (MFN): Equal treatment for all WTO members, 2) Transparency: WTO members must transparently implement trade
policies, 3) Non-Discrimination: WTO prohibits discrimination against foreign goods and services. Decided cases are 1) WTO,
Canada v. Brazil (1999): Ruling on local content requirements in the automotive sector, 2) WTO, US v. China (2014): Decision
on China's local content requirements for wind power equipment, 3) WTO, India v. United States (2016): Dispute over India's
local content requirements for solar panels. Relevant provisions include 1) GATT Article III: National Treatment, 2) GATS
Article XVII: National Treatment, 3) TRIMs Article 2: Investment Measures, 4) SCM Article 1: Subsidies.

Nigerian Content Policy

The Nigerian Content Policy (NCP) is a crucial component of the Local Content Act 2010, aimed at promoting indigenous
participation in Nigeria's oil and gas industry. Objectives of NCP are to 1) Increase Nigerian Content: Enhance local
participation in the oil and gas industry, 2) Develop Local Capabilities: Build capacity and expertise among Nigerian companies
and professionals, 3) Economic Growth: Foster economic growth and development through local content development. Key
Components of NCP are 1) Nigerian Content Plan: Mandatory submission of local content plans by operators, 2) Local Content
Thresholds: Minimum local content requirements for goods, services, and workforce, 3) Preferential Treatment: Nigerian
companies and professionals receive preferential treatment. Relationship of NCP with Local Content Act’’ is in terms of
ensuring: 1) Compliance: Enforcement of local content requirements, 2) Development: Promotion of Nigerian content in the
industry, 3) Monitoring: Continuous monitoring of local content performance. Decided cases are Nigerian Content Development
and Monitoring Board v. Shell Petroleum Development Company of Nigeria Ltd*® and Total E&P Nigeria Ltd. v. Nigerian
Content Development and Monitoring Board *. Relevant provisions include: 1) Section 105 Local Content Act 2010: ‘Nigerian
Content Development and Monitoring Board’, 2) Section 109 Local Content Act 2010: ‘Local Content Thresholds’, 3) Nigerian
Content Policy, 2010.

Economic Recovery and Growth Plan (ERGP)

The Economic Recovery and Growth Plan (ERGP)* is Nigeria's strategic plan for economic growth and development, aligning
with the Local Content Act 2010. ERGP Objectives are to 1) Restore Economic Growth: Achieve 7% GDP growth by 2020.,
2) Increase Local Content: Enhance indigenous participation in key sectors, 3) Improve Business Environment: Streamline
regulatory frameworks. ERGP reinforces Local Content Act 2010 objectives: 1) Nigerian Content Development: ERGP
promotes local content in oil and gas, power, and other sectors, 2) Industrialization: ERGP's industrialization strategy aligns
with Local Content Act's objectives, 3) Job Creation: ERGP aims to create jobs through local content development. ERGP
Strategies for Local Content 1) Increase Local Procurement: 40% of procurement should be local, 2) Develop Local Skills:
Enhance capacity building and training, 3) Support Local Businesses: Access to finance and markets. Decided cases are
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Nigerian Content Development and Monitoring Board v. Shell Petroleum Development Company of Nigeria Ltd*' and Total
E&P Nigeria Ltd. v. Nigerian Content Development and Monitoring Board ** Relevant provisions include 1) Section 105 Local
Content Act 2010: Nigerian Content Development and Monitoring Board’, 2) ERGP, 2017: ‘Nigerian Content Development’,
3) National Industrial Revolution Plan (NIRP), 2014. ERGP's implementation has: 1) Improved Business Environment:
Streamlined regulatory frameworks, 2) Increased Local Content: Enhanced indigenous participation, 3) Job Creation: Created
jobs through local content development. ERGP's successor plan, the National Development Plan (NDP) 2021-2025, aims to
build on ERGP's successes and address emerging challenges.

3. Overall Objectives of the Local Content Act 2010

Promote Nigerian Content Development: Increase indigenous participation and ownership in the oil and gas industry,
encourage Nigerian companies to invest in the industry and develop local capacity and expertise.

Enhance Local Capacity and Expertise: Improve skills and knowledge of Nigerian professionals, develop local technology
and innovation and enhance capacity building and training programs

Foster Economic Growth and Development: Stimulate economic growth through local content development, create jobs and
reduce unemployment and increase government revenue through taxes and royalties

Increase Indigenous Participation: Encourage Nigerian companies to participate in joint ventures, increase Nigerian
ownership in oil and gas assets and develop local content in goods and services

Improve Technology Transfer: Facilitate transfer of technology and expertise to Nigerian companies, enhance research and
development in the oil and gas industry and improve innovation and entrepreneurship

4. The Scope of the Local Content Act 2010

Industry Coverage: Upstream (exploration, production), Downstream (refining, petrochemicals), Midstream (gas processing,
transmission) and all oil and gas operations in Nigeria

Goods and Services: Equipment and materials, engineering and construction services, operations and maintenance services and
all goods and services related to oil and gas operations

Workforce: Employment of Nigerian professionals, training and capacity building programs and development of local skills
and expertise

Geographical Coverage: All Nigerian territory, onshore and offshore operations
Specific Objectives include:

Achieve 70% Nigerian Content: Target 70% Nigerian content in goods and services by 2015 and increase local procurement
and participation

Local Procurement: Increase local procurement to 60% by 2015 and encourage Nigerian companies to participate in
procurement processes

Develop Local Skills: Enhance local capacity and expertise, develop skills and knowledge of Nigerian professionals.

Promote Technology Transfer: Facilitate transfer of technology and expertise to Nigerian companies and enhance research and
development in the oil and gas industry

Enhance Nigerian Participation: Increase Nigerian participation in joint ventures and develop local content in goods and
services

Key Areas of Focus

Oil and Gas Exploration and Production: Enhance Nigerian content in exploration and production operations and increase
local participation in joint ventures

Refining and Petrochemicals: Increase local participation in refining and petrochemicals and develop local content in goods
and services
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Gas Processing and Transmission: Develop Nigerian content in gas processing and transmission and enhance local capacity
and expertise

Pipeline Construction and Maintenance: Enhance local capacity in pipeline construction and maintenance and increase
Nigerian participation in pipeline projects

Shipping and Logistics: Increase Nigerian participation in shipping and logistics and develop local content in goods and
services

This paper recommends that there should be effective implementation of the Act: The NCDMB and other regulatory bodies
should ensure effective implementation of the Act to promote indigenous participation and increase Nigerian content. Also,
indigenous companies should receive training and support to enhance their capacity to participate in the oil and gas industry.
The Act should be reviewed and amended to address any challenges or gaps in its implementation. In conclusion, this paper
demonstrated the significance of the Local Content Act, 2010 in promoting indigenous participation and increasing Nigerian
content in the oil and gas industry.

4. Conclusion

The Nigerian Local Content Act 2010 is a comprehensive legislative framework designed to increase the domestic value-added
component of goods and services utilized in the oil and gas industry.*> By prioritizing local content development, the Act
addresses the long-standing challenges of dependence on foreign expertise and technology, while also enhancing Nigeria's
competitiveness in the global energy market.** The Local Content Act 2010 promotes indigenous participation in Nigeria's oil
and gas industry. Key features include Nigerian content development, local content thresholds, and preferential treatment,
effective implementation, capacity building, and policy alignment are crucial. Challenges include regulatory enforcement, skill
development, and economic growth. Strengthening the regulatory framework, increasing transparency, and investing in local
skills are recommended.

43 Nigerian Local Content Act 2010, Section 3(1)
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