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INTRODUCTION

In a significant move that has shaken the core of

Nigeria's energy industry, the federal
government has made a momentous decision to
bring an end to the fuel subsidy regime, signalling
a transformative era for the nation's energy
sector - market forces will now determine the
prices, they say!! This decision marks a pivotal
shift in the scheme of things for the downstream
petroleum sector, with implications that extend
far beyond mere price regulation. Some have
argued that in spite of the many perks of the
policy decision, it may very well become open
season for a plethora of attendant issues around
petroleum products availability. Adequate
measures thus need to be put in place to ensure

sufficiency of supply.

The introduction of the National Strategic Stocks
Regulations, 2023 takes the centre stage,
drawing a crucial correlation to the cessation of
the fuel subsidy regime. These regulations which
were released by the Nigerian Midstream and
Downstream Petroleum Regulatory Authority
(“the Authority”) in February, 2023 will play a
vital role in ensuring fuel sufficiency and, by
extension, fostering price stability. As Nigeria
navigates the ever-changing currents of its
energy landscape, the significance of these
regulations become apparent. They exist as one
of many key measures, poised to safeguard the
nation's energy security and provide a solid
footing amidst the waves of uncertainty. In this
article, we shall be considering some of the key
provisions of the National Strategic Stocks
Regulations with a view to underscoring its
significance in ensuring energy security.
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While the regulations do not provide a definition
for national strategic stocks, the general
definition is that they are reserves of petroleum
products held by a country to ensure that it has a
sufficient supply of these products in the event of
an emergency or crisis. These stocks are typically
held by the government in its storage depots and
facilities or by a designated operator. They are
intended to provide a strategic reserve of
petroleum products, thereby ensuring the
security of supply, reducing the impact of
disruption in supply, and ultimately stabilising the
domestic prices of these products.In Nigeria, the
national Strategic Stocks Regulations of 2023
establishes the national strategic stocks of
petroleum products, as well as sets out the
general rules for its administration, operation
and maintenance. The regulations also prescribes
a regime for funding and spells out sanctions,
fines and administrative penalties for failure to
comply with its provisions. Let us now examine
some of the key provisions of the regulations.

NATIONAL DEMAND RESERVE

NATIONAL STRATEGIC
STOCK LEVY

The regulations also set out basic requirements
for facilities which may be designated to store
and manage the national strategic stocks. Among
others, such facilities must possess a valid bulk
storage licence, be fit for purpose and have good
operational management and corporate
governance  practices.  These  facilities,
strategically located and equipped with robust
infrastructure, are to provide secure storage for
the reserve. Stringent quality control measures
and monitoring systems are to be implemented to
ensure the integrity and availability of the
stored petroleum products. The operator of a
facility is also required to maintain an operating
stock and a dead stock in accordance with
guidelines to be published by the Authority, who
in turn, shall monitor all designated facilities to
ensure inventory management, confirm
operational functionality and verify the security
status of the facility.

I e =

UPSTREAM

MIDSTREAM DOWNSTREAM



Page 2 of 3

Off-take of products shall only be carried out by
a valid retail outlet licence holder with functional
distribution infrastructure and retailing outlets
for products dispensing, among other conditions
to be spelt out by the Authority. An off-taker is
also required to inform the Authority of any legal
proceedings being undertaken by or against such
an off-taker by a third party which may affect
the security of stocks.

During emergencies or periods of supply
disruptions, the Authority may initiate a
drawdown of products from the national strategic
stocks. The drawdown mechanism ensures that
critical sectors, such as healthcare,
transportation, and essential services, receive
uninterrupted fuel supply. The drawdown
process is meticulously regulated, requiring
proper  documentation,  verification, and
compliance with established guidelines to
maintain accountability and prevent misuse.

POWERS AND DUTIES OF THE
AUTHORITY

The issuance of the National Strategic Stocks
Regulations signifies Nigeria's commitment to
enhancing energy security and promoting
stability within the downstream petroleum
industry. Through the establishment of the
national demand reserve, the introduction of the
national strategic stock levy, designated storage
facilities, efficient off-take and distribution
mechanisms, and the diligent execution of the
Authority's powers and duties, Nigeria is poised
to navigate the challenges of supply disruptions
and price fluctuations effectively. As the nation
embraces these reqgulations, the stage is set for a
resilient and prosperous energy landscape,
ensuring fuel sufficiency and ultimate price
stability for the benefit of all Nigerians. What is
now left is for the country to ensure the
effective implementation of its provisions
without more.

In the wake of our emerging reality, the
significance of these Regulations can certainly
not be understated; they stand as sentinels,
guarding against the tumultuous waves of
uncertainty, providing a foundation upon which
Nigeria's energy security can find solid ground.
The onus is thus on Nigeria through its
regulators to avoid the fate of the barber’s chair
- perpetual motion, zero progress.
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