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ACRONYMS

UPP
OoMC
DOP
MOE
ERB

Uniform Petroleum Price
Oil Marketing Company
Department of Petroleum
Ministry of Energy

Energy Regulation Board



DEFINITIONS

UPP Mechanism -

Functional Depot -

Provincial -
Government Fuel
Depot

Oil Marketing —
Company

Depot Manager
Petroleum -
Products

Retail Sites -

Joint  Inspection
Team

UPP Fund -

A mechanism that ensures uniformity of prices of petroleum
products (Low Sulphur Gasoil, Petrol and Kerosene) across the
country through transport refunds and contributions based on the
location of the retail site from a functional depot.

A petroleum product’s storage facility (either private or
Government) whose storage capacity exceeds 300m? and is able to
receive, store and dispense petroleum products.

A petroleum product’s storage facility owned by the Government of
the Republic of Zambia and managed by TAZAMA Petroleum
Products Limited.

A company licensed by the Energy Regulation Board (ERB) for
importation, distribution and retailing of petroleum products.

Any person or institution tasked with the responsibility of managing
the operations at a functional depot.

Low Sulphur Gasoil (Diesel), Petrol and Kerosene.

A site that provides a retail service for petroleum products and
lubricants.

A team Comprising representatives from the Ministry of Energy
(MOE), ERB, Zambia Revenue Authority (ZRA) or any other
institution as may be required at the time of inspection.

The Fund managed by the ERB to finance the implementation of the
UPP mechanism through paying of transport refunds/claims and
payroll/operational costs as well as receipt of contributions.



l. INTRODUCTION
1.1 Purpose of the UPP Mechanism

The Uniform Petroleum Pricing (UPP) mechanism was designed to ensure uniform prices of
petroleum products sold at all licensed retail sites across the country. The aim of the mechanism is;
to mitigate high petroleum products’ prices in areas which are far from functional depots; to
encourage establishment of low-cost petroleum retail sites in in rural areas; to increase fuel uptake
in rural areas, thereby contributing to economic development. and urban areas by utilizing the
transport cost differential from different locations of retail sites. In addition, the aim of the UPP
mechanism is to increase fuel uptake in rural areas thereby speeding up economic development.

1.2 Purpose of the UPP Fund

To support the UPP mechanism, the Zambian Government established the UPP Fund under the
management of the ERB. The purpose of the UPP fund is to facilitate payment of claims to Oil
Marketing Companies (OMCs) and receipt of contributions from OMCs based on volumes of
petroleum products supplied to different retail sites across the country at applicable transport
rates.

The UPP fund is created to be self-sustaining in that the OMCs supplying/operating in areas closest
to the supplying bulk depots pay into the fund (contributions) and those operating in rural or areas
further from the supplying bulk depots are paid from the fund (claims). Additionally, the UPP Fund
is designed to pay for collection of data, inspections, monitoring activities, and the unit established
to spearhead the operations of the UPP Mechanism at ERB.

2. BACKGROUND

In 2010, the Government of the Republic of Zambia, through the Ministry of Energy, established
the UPP mechanism in the petroleum sub-sector. The mechanism was aimed at ensuring uniform
prices of petroleum products across the country.

By definition of the mechanism, urban areas covered the towns of the Copperbelt, Kapiri-Mposhi,
Kabwe and Lusaka. This was on account that the aforementioned towns stood at 80% of fuel
consumption while the rest of the country, which stood at 20% fuel consumption, were defined as
rural areas.

However, as of 31 December 2022, the consumption patterns have since increased in other
provinces leading to the change in the categorization of claims and contributions under the UPP
mechanism. Therefore, in line with the increase in consumption, development of fuel storage
depots in across the country such as Mansa, Mpika, Chipata, Mongu and Solwezi coupled with
reforms that have been introduced in the petroleum sub-sector, there is need to review and
consolidate the guidelines for the implementation of the UPP mechanism in order to:

2.1 To provide for emerging issues in the petroleum sub-sector; and

2.2  To expand the scope to include importation of petroleum products by the OMCs.



3. POLICY AND LEGAL FRAMEWORK GOVERNING THE UPP MECHANISM

The Policy and legal framework governing the UPP mechanism is based on the following
instruments:

3.1 National Energy Policy 2019;

3.2  Energy Regulation Act No. 12 of 2019;

3.3  Public Finance Management Act No. | of 2018;
3.4  The Public Procurement Act No. 8 of 2020.

4. CRITERIA FOR REVIEWING UPP MECHANISM GUIDELINES

The criteria for reviewing the UPP guidelines shall be based on the following:

4.1 Changes in uplifts and consumption patterns of petroleum products;
4.2  Changes in the Transporter Margins; and
4.3  Policy Change on importation and distribution of petroleum products.

N.B: Annex | shows the Transport Cost Differential Rates.

5. GUIDELINES FOR IMPLEMENTATION OF THE UPP MECHANISM

The ERB will only approve claims and contributions under the UPP mechanism that meets the
criteria below:

5.1 Treatment of uplifted Petroleum Products from a Functional Depot

The following guidelines shall be applicable for consideration of uplifted products from a functional
depot:

5.1.1 The OMC:s should uplift petroleum products at a functional depot that is closest to a retail
site. where the uplifted petroleum products are meant to be offloaded based on the
regional categories detailed in the appendices;

5.1.2 OMCGC:s should obtain a gate pass from a functional depot upon uplifting petroleum products;
and

5.1.3 The uplifted petroleum products shall comply with the Quality and Control Monitoring
Guidelines for the Zambian Petroleum Industry.

5.2 Treatment of imported Petroleum Products
The following guidelines shall be applicable for consideration of imported petroleum products:

5.2.1 The imported petroleum products shall be offloaded at a functional depot which is closest
to a retail site where the petroleum products are being delivered in line with the regional
categories detailed in the appendices;

5.2.2 The OMCs importing petroleum products should obtain Form CE 20 at the point of entry
into the country;



5.2.3

5.24

5.2.5

5.3

In an event that OMCs are allowed to offload imported petroleum products straight to the
retail sites, the determination of claims and contributions shall be based on the distance
between the retail site where petroleum products are offloaded and the nearest functional
depot;

The importation of petroleum products shall be conducted in compliance with relevant
regulations guiding importation, exportation, distribution, retail and transportation of
petroleum products which shall include but not be limited to compliance with Statutory
Instrument No. 35 of 2021; and

The imported petroleum products shall comply with the Quality and Control Monitoring
Guidelines.

Low Sulphur Gasoil (LSGO) Imported through the TAZAMA Pipeline to Ndola
Fuel Terminal/Mpika depot

The following guidelines shall be applicable for consideration for the 80% of Low Sulphur Gasoil
(LSGO) imported and transported through the TAZAMA pipeline to Ndola Fuel Terminal or
diverted to Mpika depot and uplifted by OMCs to their various retail sites and 20% delivered by

road:

5.3.1

5.3.2

5.3.3

5.4

The OMC will uplift petroleum products from a functional depot (either NFT/Mpika depot)
closest to the location of their retail sites;

The computation of claims and contributions for LSGO will be based on the actual depot
the product is uplifted from; and

The computation of claims and contributions for petrol will be based on the distance from
the nearest Functional Provincial Government depot to the service station where the
product is delivered.

Imported Petroleum Product Purchased from another OMC

The following guidelines shall be applicable for consideration of imported petroleum products
purchased by an OMC from another OMC:

5.4.1

5.4.2

5.4.3

5.44

5.5

The OMC will uplift petroleum products from a functional depot closest to the location of
the retail sites, i.e. the offloading point of the petroleum products purchased by an OMC
must be close to its retail site in line with the regional categories detailed in the appendices;

In an event that the imported petroleum products purchased by an OMC from another
OMC is allowed to be offloaded straight to the retail sites, the determination of claims and
contributions shall be based on the distance between the retail site where petroleum
products are offloaded and the nearest functional depot;

The importation of petroleum products shall be conducted in compliance with all the
relevant regulations guiding importation, exportation, distribution, retail and transportation
of petroleum products; and

The imported petroleum products shall comply with the Quality and Control Monitoring
Guidelines.

Validation of offloaded petroleum products at retail sites



5.5.1 The OMC:s shall report the following information to the ERB immediately within twenty
four (24) hours after each delivery of each petroleum product at the retail sites through an
online form or any other method approved and communicated by the ERB which shall
include but not limited to copies, records and reference numbers of:

Inventory Records;

Goods Received Notes;
Gate Passes from the depots;
Delivery Notes;

Form CE 20;

Bill of Lading;

Transport invoices;

Fuel Marking Certificates;
Purchase Order; and
Invoices.

T T e an o

5.5.2 The UPP Manager shall accurately validate that the petroleum products indicated at retail
sites are in line with what was offloaded;

5.5.3 The OMC:s shall provide access to the following information in order for the UPP Manager
to determine the validity of the quantities of petroleum products offloaded at the retail sites:

Inventory Records;
Goods Received Notes;

. Gate Passes from the depots;
Delivery Notes;
Form CE 20;
Bill of Lading;
Transport invoices;
Fuel Marking Certificates;
Purchase Order; and
Invoices.

oY 50T 0353 TR

Further, the OMC shall ensure that the aforementioned documentation or copies thereof, are
availed on site for verification by UPP inspectors and retained for at least one (l) year from the
date of delivery.

Any delivery found not to have been reported shall be treated as a contribution and the OMC shall
be required to pay twice the value of the said contribution.

5.5.4 In addition to 5.3.2, the UPP Manager shall undertake a Totalizer Readings and Storage tank
dips in order to verify the monthly movements of the volumes of petroleum products at the
retail sites.

N.B: In order to conduct an effective Totalizer Reading, the serial numbers of the
dispensers and the actual dispensers must not be tampered with at a retail site until written
approval is obtained from the ERB.

5.6 Verification of claims and contributions

5.6.1 The UPP Manager shall ensure to accurately record the monthly claims and contributions
as well as verify the records with the OMCs of the claims and contributions under the UPP
mechanism. This entails that the UPP Manager must reconcile quantities delivered with the
OMCs on a monthly basis before validation and issuance of instruction for payments.



5.6.2

5.6.3

5.6.4

5.6.5

5.6.6

5.7

5.7.1

5.7.2

5.7.3

5.8

5.8.1

5.8.2

5.8.3

5.8.4

5.9

5.9.1

5.9.2

OMCs must ensure to keep an accurate record of quantities of petroleum products
delivered to each retail site for at least one () year from the date of delivery.

The UPP Manager shall use absolute two decimal places of the transport differential rates
provided by the ERB when determining claims and contributions. For example, if the ERB
transport differential rate applied for uplifts from a functional depot A and delivered to a
town/district B is 0.12488199, it should be treated as 0.12 when determining claims and
contributions;

The determination of claims and contributions shall be based on the relationship between
the town/district where the fuel is offloaded and a functional depot as shown in the
transport differential rates provided by the ERB;

The UPP Manager shall accurately prepare the monthly claims and contributions to
determine whether the recorded petroleum products are imported or uplifted from a
depot in line with 5.1 and 5.2 and in line with validated petroleum products offloaded at
retail sites as well as the transport differential rates provided by the ERB; and

The UPP Manager shall, in line with the Service Level Agreements as well as Terms of
Reference, verify and validate claims and contributions for onward verification, audit and
subsequent payment by the ERB;

Payments under the UPP mechanism

The ERB shall, through the UPP Fund, disburse and/or receive payments under the UPP
mechanism; and

The ERB shall, within ten (10) working days of validating claims, pay the claims to the
OMCG:s in line with the verified position.

The ERB shall, within ten (10) working days of validating contributions instruct the OMCs
to pay contributions in line with the verified position.

Joint Inspection of the implementation of the UPP mechanism

There shall be a quarterly joint inspection of the implementation of the UPP mechanism at
depots and retail sites;

The aim of the Joint Inspection is to verify the volumes on the claims and contributions
obtained from the UPP Manager;

In addition, the Joint Inspection Team shall undertake a Totalizer Reading to adequately
inspect the quarterly movements of the volumes of petroleum products at the retail sites;
and

The Depot Manager and Service Station Managers shall provide the Joint Inspection Team
with all the necessary documentation to inspect the offloaded and uplifted petroleum
products.

Audit of the Implementation of UPP mechanism

The UPP mechanism shall be subject to internal and external audits from time to time.

The OMC:s shall provide access to the following information in order for the Internal Audit
Team to audit the implementation of the UPP Mechanism:



5.9.3
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Inventory Records;

Goods Received Notes;
Gate Passes from the depots;
Delivery Notes;

Form CE 20;

Bill of Lading;

Transport invoices;

Fuel Marking Certificates;
Purchase Order; and
Invoices.

The Depot Manager and Service Station Managers shall provide unrestricted access to the
Internal Audit Team to all the relevant delivery documentation to audit the offloaded and
uplifted petroleum products.

5.10 Reconciliation of claims and contributions

5.10.1

5.10.2

5.10.3

5.10.4

5.10.5

5.10.6

OMC:s shall submit monthly returns indicating quantities of petroleum products delivered
to each retail site for each month on the 5% of the subsequent month.

The ERB shall collect monthly quantities of petroleum products delivered to each retail site
for all OMCs.

The ERB shall reconcile monthly quantities received from OMCs through the returns and
those collected directly from the retail sites.

In the event of a dispute in the claims and contributions computed by the UPP Manager by
an OMC, a reconciliation will be held involving all relevant stakeholders in the UPP
mechanism, i.e. the Ministry of Energy, the OMC, the UPP Manager, at the OMC’s cost.

Once a reconciled position is established, the UPP Manager shall issue an instruction to pay
the OMC:s as per reconciled position.

Once a reconciled position is established, the UPP Manager shall issue an instruction to
OMC:s to contribute as per reconciled position.



APPENDIX |I: NEAREST DEPOTS

Northwestern Province — Uplifts of petroleum products for the province are expected to
be from the Solwezi Government depot,however in the event of unavailability of product
at Solwezi depot and notice provided from TAZAMA, uplifts can be from Ndola Fuel
Terminal (NFT). Chavuma and Zambezi districts may also uplift from Mongu Government
depot if product is available.

Western Province — uplifts of petroleum products are expected to be from Mongu depot,
however when fuel is unavailable , uplifts can be made from Lusaka depot and Ndola Fuel
Terminal.

Southern Province — uplifts of petroleum products are expected to be from Lusaka
Government depot which is the nearest depot.

Lusaka province — uplifts of petroleum products are expected to be from Lusaka
Government depot.

Central Province — uplifts of petroleum products can be from Lusaka Government depot
or NFT. For districts such as Mumbwa, Chibombo and Kabwe, Lusaka Government depot
will be considered as the nearest depot. For Mkushi and Kapiri Mposhi NFT is the nearest
depot. Serenje district deliveries can be from Mpika depot, if fuel is unavailable, then NFT
can be used.

Copperbelt Province — all uplifts of petroleum products from depots are expected to be
from NFT.

Eastern Province — Uplifts of petroleum products for the province are expected to be
from Chipata depot. In the event of unavailability of fuel at the depot, the nearest depot
to be used should be Lusaka depot. Districts such as Mambwe and Lundazi should uplift
from Mpika depot.

Muchinga Province — uplifts of petroleum products are expected to be from Mpika depot.
In the event of unavailability of fuel at the depot and a subsequent notice from TAZAMA,
uplifts can be made from NFT or Chipata depot.

Northern Province — uplifts of petroleum products are expected to be from Mpika depot
or Mansa depot. In the event of unavailability of fuel at both depots and notice from
TAZAMA provided, OMCs in the province may uplift from NFT.
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Luapula Province — uplifts of petroleum products are expected to be from Mansa depot
however in the event of unavailability of fuel at the depot OMCs may uplift from Mpika
depot or NFT.

APPENDIX 2: OFFLOADING POINTS FOR IMPORTS

2.1

2.1.1

2.1.2

22

23

OMCs importing fuel and offloading at private depots are expected to offload at a depot
near the district where the fuel will be sold. OMCs, are expected not to offload fuel at
depots furthest from the delivery district. For example, OMCs are not expected to offload
imported fuel at a depot in Lusaka and then redistribute to Nakonde or Mporokoso.

Further to 2.1 above, as a general rule, markets in the southern region (i.e Western,
Southern, southern Central and Lusaka Provinces should utilize depots located in the
southern part of the country such as Mongu and Lusaka depot. Markets in the northern part
of the country (Northern, Muchinga and Luapula) should use depots located in the northern
circuit such as Mpika and Mansa Government depots.

OMCs are expected to offload at depots closest to their markets if the UPP claims and
contributions are to be processed.

For imported fuel offloaded at a private depot, the nearest functional Government depot
from the private depot will be used as a reference point in the computation of UPP claims
and contributions.

For imported fuel delivered directly to a fuel service station, the nearest Government depot
from the station where the fuel was delivered will be used as the uplift point in the
computation of UPP claims and contributions.
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APPENDIX 3: OFFLOADING POINTS FOR IMPORTS

DESIGNATED
“ DISTRICT PROVINCE DEPOT

I Chibombo Central Lusaka
2 Chisamba Central Lusaka
3 Chitambo Central Ndola
4 Kabwe Central Lusaka
5 Kapiri-Mposhi Central Ndola
6 Mkushi Central Ndola
7 Mumbwa Central Lusaka
8 Serenje Central Ndola
9 Masansa Central Ndola
10 Nampundwe Turn off Central Lusaka
I Chililabombwe Copperbelt Ndola
12 Chingola Copperbelt Ndola
13 Kalulushi Copperbelt Ndola
14 Kitwe Copperbelt Ndola
15 Luanshya Copperbelt Ndola
16 Lufwanyama Copperbelt Ndola
17 Masaiti Copperbelt Ndola
18 Mpongwe Copperbelt Ndola
19 Mufulira Copperbelt Ndola
20 Ndola Copperbelt Ndola
21 Chambishi Copperbelt Ndola
22 Chadiza Eastern Lusaka
23 Chipata Eastern Lusaka
24 Katete Eastern Lusaka
25 Lundazi Eastern Lusaka
26 Nyimba Eastern Lusaka
27 Petauke Eastern Lusaka
28 Sinda Eastern Lusaka
29 Mfuwe Eastern Lusaka
30 Chembe Luapula Ndola
31 Chifunabuli Luapula Ndola
32 Kawambwa Luapula Ndola
33 Mansa Luapula Ndola
34 Mbereshi Luapula Ndola
35 Mwansabombwe Luapula Ndola
36 Mwense Luapula Ndola
37 Nchelenge Luapula Ndola
38 Samfya Luapula Ndola
39 Chilanga Lusaka Lusaka
40 Chongwe Lusaka Lusaka
4| Kafue Lusaka Lusaka
42 Luangwa Lusaka Lusaka
43 Lusaka Lusaka Lusaka
44 Rufunsa Lusaka Lusaka
45 Chinsali Muchinga Mpika
46 Isoka Muchinga Mpika
47 Mpika Muchinga Mpika
48 Nakonde Muchinga Mpika



49
50
51
52
53
54
55
56
57
58
59
60
6l
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
8l
82
83
84
85
86
87
88

Shiwangandu
Kaputa
Kasama
Luwingu
Mbala
Mporokoso
Mpulungu
Mungwi
Chavuma
Kabompo
Kasempa
Kalumbila
Manyinga
Mufumbwe
Mwinilunga
Solwezi
Zambezi
Lumwana
Chirundu
Choma
Gwembe
Itezhi Tezhi
Kalomo
Kazungula
Livingstone
Mazabuka
Monze
Namwala
Siavonga
Sinazongwe
Zimba
Chisekesi
Maamba
Kalabo
Kaoma
Lukulu
Mongu
Nkeyema
Senanga
Sesheke

Muchinga
Northern
Northern
Northern
Northern
Northern
Northern
Northern
North-Western
North-Western
North-Western
North-Western
North-Western
North-Western
North-Western
North-Western
North-Western
North-Western
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Southern
Western
Western
Western
Western
Western
Western
Western

Mpika
Mpika
Mpika
Mpika
Mpika
Mpika
Mpika
Mpika
Ndola
Ndola
Ndola
Ndola
Ndola
Ndola
Ndola
Ndola
Ndola
Ndola
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
Lusaka
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