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His Majesty

Sultan Qaboos bin Said





Tropical Cyclone ‘GONU’

As this report was going to print, the Sultanate was 

recovering from Tropical Cyclone “Gonu” that hit the 

eastern coast of Oman on the 6th June 2007.  The cyclone 

caused considerable damage in the Al Sharquia and Muscat 

regions and resulted in loss of life. The Authority offers its 

sincere condolences to those who lost relatives or friends 

as a result of the cyclone and extends its sympathy to 

those who suffered injury or loss.

The Authority wishes to acknowledge and place on record 

its appreciation of the way management and staff of 

electricity sector companies worked to maintain electricity 

and related water sector production during the cyclone and 

to restore electricity supply to customers in the extremely 

adverse circumstances of the cyclone’s aftermath. 
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COD

Cost-Reflective
Tariff

DPC

EHC

Main Interconnected 
System or MIS

Majan

Mazoon

MHEW

Muscat

OETC

Omanisation

Permitted Tariff

PWP

RAEC

RO 

SCRC

Sector Law

Related Water

The Authority

Commercial Operation Date

Amounts charged by a Licensed Supplier in consideration for Supply where 
no Permitted Tariff exists, and such tariff shall be calculated in respect of 
each calendar year on the basis and rules prescribed by the Authority; 

The Dhofar Power Company SAOG

The Electricity Holding Company SAOC

The interconnected systems of OECT, and the Muscat, Majan and Mazoon 
Discos

The Majan Electricity Company SAOC

The Mazoon Electricity Company SAOC

The Ministry of Housing, Electricity and Water

The Muscat Electricity Distribution Company SAOC

The Oman Electricity Transmission Company SAOC 

The policy for the employment of Omani nationals as issued from time to 
time by the Government of Oman

Tariffs Customers are obliged to pay in consideration for Supply of 
electricity or for Connection to a Distribution System or a Transmission 
System, which tariff shall be determined in the manner stipulated in Article 
(9) of the Sector Law

The Oman Power and Water Procurement Company SAOC

The Rural Areas Electricity Company SAOC

Rial Omani

Schedule Charge Restriction Condition

The law for the regulation and privatization of the electricity and related 
water sector promulgated by Royal Decree 78/2004

Desalinated water in the Sultanate of Oman which is combined or co-
located with the electricity sector and which is subject to regulation 

The Authority for Electricity Regulation, Oman, being the authority 
established pursuant to Article (19) of the Sector Law

Glossary of Terms
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CHAIRMAN’S FOREWORD

I have great pleasure in presenting the Authority’s 2006 Annual Report fulfilling

the reporting obligations placed on the Authority by Article (29) of the Sector 

Law.  

2006 was a busy year for the sector: customer accounts increased by over 

18,000, a 3.4% increase on 2005, electricity supplied to customers was 10.3% 

higher than in 2005, and electricity and related water production increased by 

7.9% and 5.8%, respectively. MIS contracted capacity increased by 360 MW and RAEC commissioned 3 new 

rural generation stations and increased the capacity of another.

2006 saw two major privatisations: the Al Rusail Power Company SAOC was sold for a consideration of 50 

Million RO and the region’s first Independent Water Project was secured with the acquisition by the Sharqiyah

Desalination Company SAOC of the Sur power and desalination facility. 

Licensed networks benefited from investment of around 55 million Rial Omani and companies identified new

projects in 2006 with a total value of 77 million Rial.  The sector added around 600 new jobs in 2006, 75% of 

which were through contractors.  

There are encouraging signs of improved efficiency: MIS losses fell to 22% in 2006 from 23.9% in 2005,

providing avoidable cost savings of 2.7 million RO and reversing the pre-reform trend of year on year increases.  

Licensed suppliers improved revenue recovery rates, and reduced the amounts owed by government customers 

by 4.5 million RO. Improved economic dispatch resulted in significant fuel cost savings.  RAEC took steps

to relocate generating assets to areas where they can be more productively employed, and in 2006 RAEC 

produced more kWh per litre of fuel than in 2005.  As a result of these and other improvements, electricity 

subsidy in 2007 will be lower than previously estimated.   We commend the managements and Boards of sector 

companies for these achievements.  The Authority will continue to work with sector companies to secure further 

efficiency improvements.   

I must also report, with regret, two fatal incident inquiries in 2006.  The Authority conducted inquiries followed 

incidents at Muttrah Old Stores Primary Substation on Tuesday 28 March 2006, and at Ghubrah Power and 

Desalination Plant on 9 May 2006. The fatalities associated with these incidents reinforce our determination to 

improve health and safety standards in the sector. 

The Authority granted a generation and desalination licence to the Sohar Power Company and a Licence 

Exemption Order to the Sohar Aluminium Company LLC. There were important developments in environmental 

compliance, and with an Authority led initiative to promote renewable forms of electricity generation. In the 

course of 2006 the Authority coordinated with various institutions on policy related matters, including the Royal 

Oman Police (on the preparation of revised Emergency Procedures), the Ministry of Manpower (Omanisation and 

health and safety), The Ministry of Regional Municipalities, Environment and Water Resources (Environmental 

issues), the office of the Public Prosecutor and other judicial bodies (fatal incident inquiries), and the Ministry

of National Economy (privatisation issues).  
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Research suggests that many customers do not understand the significant changes that have taken place in

the Sultanate’s electricity sector.  The Authority intends to devote more time and resources in 2007 to raising 

consumer awareness of the new electricity arrangements so that citizens can secure an appropriate share of 

the benefits the reforms are starting to deliver.  

On behalf of Members and staff of the Authority I would like to express our gratitude to His Majesty Sultan 

Qaboos bin Said for his enlightened vision and leadership, and to His Majesty’s Government for their ongoing 

support. 

Dr Saleh Al Alawi 
Chairman

Authority for Electricity Regulation, Oman 

Page 9



ELECTRICITY & RELATED WATER SECTOR DEVELOPMENTS in 2006

Article (29) of the Sector Law requires the Authority to present annual assessments of developments in the 
electricity and related water sector.  The following sections report the principal developments in 2006 under a 
number of headings.

THE OMAN ELECTRICITY AND RELATED WATER SECTOR 

Royal Decree 78/2004 implemented a Sector Law to establish a new electricity and related water sector market 
structure in Oman.   The three main segments of the new market structure, and the companies that operate 
in them, are shown below.  

Electricity and Related Water Sector Market Structure

The electricity and related water sector comprises both government owned and private sector companies.  
The Sector Law designates certain activities as regulated activities and requires persons seeking to undertake 
such activities to be authorised by the Authority to do so.  The Dhofar Power Company SAOG is authorised to 
undertake certain regulated activities in Salalah by the Sector Law.  The Authority has granted licenses to the 
other companies shown above authorising their respective regulated activities.  

Further information on the new electricity and related water sector market structure and its regulation can be 
found in the Authority’s 2005 Annual Report that is available for download at www.aer-oman.org.

EL
EC

T
R

IC
IT

Y
 &

 R
EL

A
T

ED
 W

A
T

ER
 S

EC
T

O
R

 D
E

V
EL

O
PM

EN
T

S 
in

 2
00

6

Page 10



CUSTOMER ACCOUNTS

The number of registered customer accounts in the Sultanate increased by 18,219 in 2006: from 530,251 in 
2005 to 548,470, an increase of 3.4%.  MIS customer accounts increased by 16,169 (3.5%), RAEC customer 
accounts by 637 (4%), and Salalah System accounts by 1,413, an increase of 3%.  See Figure 1 below, and 
Table 1 in Annex C for further details.

Figure 1: Registered Customer Accounts by Company - 2005 & 2006

Residential and Commercial customers accounted for 78% and 16% of the increase in accounts, respectively. 

ELECTRICITY SUPPLY

Electricity supplied to customers throughout the Sultanate in 2006 was around 1 TWh or 10.3% higher than in 
2005 (increasing from 9.5 TWh to 10.5 TWh).  

MIS Supply increased by 9.7% in 2006, reflecting strong growth in supply by Muscat (11.2%), Majan (8.6%)
and Mazoon (8%).  Supply to RAEC customers increased by 13.4% in 2006, a significant increase that reflects
the company’s commitment to provide electricity to customers in remote rural areas.  Electricity supplied from 
the Salalah Power System was 14.6% higher in 2006 than 2005.  See Figure 2 and Table 2 of Annex C for 
further details.

Figure 2: Electricity Supply by Company – 2005 and 2006
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Supply to Residential customers grew strongly in 2006 in all three market segments (please refer to Figure 3 
and Table 2 of Annex C).  Supply to MIS Residential customers in 2006 was 11% higher than in 2005, 12% 
higher for RAEC rural systems and 9% higher in Salalah.   Residential customers accounted for 57% of total MIS 
supply in 2006, 52% of total RAEC supply, and 40% of electricity supplied from the Salalah Power System. 

Supply to Commercial customers also increased sharply in 2006 in all three market segments: by 20% for the 
MIS, 11% for RAEC rural systems and 6% in Salalah. 
Industrial customers who satisfy Ministry of Commerce and Industry eligibility criteria can qualify for supply 
under the Industrial Permitted Tariff (please refer to Figure 25 for details).  MIS supply to Industrial customers 
grew by 3% in 2006, and accounted for just 5% of total MIS supply.  There was a threefold increase in supply 
to Industrial customers from RAEC rural systems, although Industrial customer’s accounted for just 1% of total 
2006 RAEC supply.  Supply to Industrial customers from the Salalah Power System was 50% higher in 2006 
than in 2005.

In 2005 the Council of Ministers approved a new Permitted Tariff for supply to Ministry of Defence (“MOD”) 
facilities.  As MOD supply had previously been included in the Government tariff category, caution is required 
when assessing year on year changes in supply to these customer categories.   Taken together, supply to MOD 
and Government customers in 2006 was 5.5% higher in 2006 than in 2005.  The public sector share of total 
electricity supply declined from 20% in 2005 to 19% in 2006, reflecting the growing importance of private
sector activity.    

ELECTRICITY SUPPLY PER ACCOUNT

2006 saw increases in average electricity consumption per account, see Figure 4.  For the Sultanate as a whole, 
2006 consumption averaged 19.1 MWh per account, a 6.6% increase on 2005.  MIS customers also averaged 
19.1 MWh per account, an increase of 1.1 MWh or 6.1% on 2005.  Average consumption of RAEC customers 
is lower than that of MIS customers but increased at a higher rate: from 13.6 MWh per account in 2005 to 
14.8 MWh in 2006, a 9% increase.  Salalah Power System customers averaged 21.4 MWh per account in 2006, 
11.3% higher than the previous year.  

Figure 4: MWh Supplied per Registered Account – 2005 & 2006

The Authority proposes further research to confirm whether the reported increases in MWh per account reflect
systematically higher average consumption of new customers, or increases in electricity consumption generally.  
Electricity consumption typically rises in line with economic growth and higher living standards.  However, the 
Authority notes that improvements in energy efficiency (such as the efficiency of air conditioning units) would
help consumers reduce electricity consumption and its related cost and have beneficial environmental effects.
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ELECTRICITY AND RELATED WATER PRODUCTION

Gross electricity and related water production in the Sultanate increased by 7.9% and 5.8%, respectively, in 
2006.  Including PWP purchases, net electricity production increased by 7.8% in 2006 and net related water 
production by 6.4%.  The MIS, RAEC rural systems and Salalah Power System all registered increases in 
electricity production in 2006.  However, increases in production at facilities connected to RAEC rural systems 
and the Salalah Power System were higher than that of MIS connected facilities, see Figure 5 and Table 6 of 
Annex C for further details. 

Figure 5: Electricity & Related Water Production by System – 2005 & 2006

In December 2005 RAEC activated a connection between its Sur desalination facility and the Mazoon licensed 
distribution system.  This allowed the Sur facility to produce water using electricity supplied from the MIS 
at a tariff of 20 bz/kWh rather than electricity generated by two small diesel units on site.  Substituting MIS 
electricity for diesel generation resulted in significant fuel cost savings, and explains the 2.9% increase in RAEC
gross generation compared to the 11.2% increase in net generation and 34% increase in RAEC related water 
production in 2006.     
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Figure 6: Electricity and Related Water Sector Gas Consumption: 2005 and 2006

Figure 6 confirms the quantities of gas used in electricity and related water production in 2005 and 2006. 
Sector gas consumption increased by 12% in 2006, driven by increases in gross electricity and related water 
production of 7.8% and 4.7%, respectively.   

The electricity and related water sector consumes a significant share of the Sultanate’s gas reserves.  Further
gas allocations to the sector will be required by new production facilities.  The Authority is coordinating the 
implementation of guidelines issued by the Ministry of Oil and Gas that seek to ensure new production facilities 
are as fuel efficient as possible and that require regular fuel efficiency audits at existing production facilities to
assess the scope for reducing gas consumption.   

PRODUCTION & SUPPLY BY REGION

Figure 7 presents information on the regional distribution of electricity and related water sector activity in 2006.  
Muscat Governorate accounted for a significant proportion of the Sultanate’s electricity and related water sector
activity in 2006:  36% of electricity production, 61% of related water production, 45% of total electricity supply 
and 31% of registered customer accounts.  

There were, however, significant increases in net electricity production in other regions:  net production in Al
Dahirah increased by 32% in 2006, Al Wusta by 26%, Dakhliyah 14%, Dhofar 18%, and Musandam 11%.  Net 
production in North Batinah increased by 46% following the commissioning of 360 MW of new power capacity 
at the Sohar IWPP.  Net electricity production in Al Sharqia was 5% lower in 2006 than in 2005, due to lower 
production at the Al Kamil facility and because RAEC diesel units located in the region were not required to 
generate electricity to support the MIS as they had done in 2005.   The 4.5% reduction in South Batinah reflects
lower electricity production at the AES Barka facility. 

Underlying the 5% increase in total 2006 related water production are significant variances in production across
regions, please refer to Table 7  of Annex C for details. Related water production in Al Sharquia was 35% higher 
in 2006 than in 2005 (due to higher output from RAEC’s Sur Desalination Facility),  43% higher in Al Wusta, 
8% higher in South Batinah, 1% higher in Dhofar and 2.3% higher in Muscat.  Increases were offset by a 17% 
reduction in related water production in Musandam, due to lower output of the RAEC facility in Kumzar. 
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SYSTEM LOSSES

Technical and non-technical losses accounted for 22% of total units entering the MIS in 2006, please refer to 
Figure 8.  While this represents a welcome reduction on the 23.9% units lost in 2005, and returned savings in 
avoidable production costs of 2.7 million RO, the Authority is targeting further reductions, and is working to 
reduce total losses to around half their present level by 2012.  

RAEC report a small reduction in losses from 12.3% in 2005 to 12.0% in 2006.  However, the Authority has 
concerns about the data on which these calculations are based. Salalah Power system losses increased from 
15% in 2005 to 18% in 2006.

Figure 8: System Losses (technical & non-technical) by Company & System – 2005 & 2006

While some degree of technical losses is unavoidable, non-technical losses are a source of inefficiency that
increase total supply costs and electricity subsidy.   

In October 2006, the Authority invited OETC, Muscat, Majan and Mazoon to report on losses on their networks. 
All four companies identified problems measuring losses due to metering deficiencies. Muscat, Majan and
Mazoon highlighted the poor performance of meter reading, billing and collection contractors as a significant
contributing factor to non technical losses: including failure to read meters regularly, and meter reading errors.  
The Authority hopes these problems will be addressed when the existing contracts are replaced with new and 
more appropriate contracts.  

Problems of inaccurate MIS system metering have been largely overcome by installing digital metering on the 
OETC transmission system.  Metering has also been improved at licensed production facilities.  The accuracy 
of meters at customer premises should improve following the Authority’s decision to allow digital metering at 
customer premises and by ensuring the meter testing stations of licensed suppliers are properly calibrated and 
subject to annual checks.
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Each company presented an action plan setting out how it proposed to reduce technical and non technical 
losses. Measures identified in the plans included:

 updating customer registers to ensure identification of all premises to which electricity is supplied;

 reviewing the basis of consumption estimates used when actual meter readings are not possible;

 imposing fines and penalties to discourage meter tampering and the adoption of improved tamper proof  
 seals;

 systematic replacement of old and malfunctioning meters;

 ensuring meters are located in places easily accessible to meter readers;

 more rigorous and systematic scrutiny of the performance of meter reading, billing and collection contractors  
 (including greater scrutiny of meter reading routes and the application of penalties for failing to meet meter  
 reading targets); and

 recruitment of qualified meter technicians.

The Authority proposes to incorporate losses reduction targets in the new distribution and supply price controls 
that will take effect from 1 January 2008. The objective will be to reduce total MIS losses to around half their 
present level. It will be important to provide companies with incentives to implement the measures identified in
their action plans, and to allow companies a share of the benefits of lower losses.

SYSTEM PEAK DEMANDS:  MIS AND SALALAH POWER SYSTEM

Figure 9 presents monthly peak demands in 2005 and 2006 on the MIS. 

Figure 9: Main Interconnected System Peak Demand- 2005 & 2006

The 2006 MIS peak demand of 2,614MW was 5% higher than the 2005 peak.  MIS peak demand is usually 
reached in June, but in 2006 occurred in July.   
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Figure 10: Salalah Power System Peak Demand- 2005 & 2006

Salalah Power System peak demand was 17% higher in 2006 than in 2005, an increase that suggests 
significant further investment in generating capacity and system reinforcement and expansion will be required
to accommodate electricity demand growth in the Salalah area.  

CAPACITY DEVELOPMENTS IN 2006

2006 saw developments in electricity and related water sector capacity in all three market segments:

 Main Interconnected System: 360 MW of Sohar IWPP early power capacity commissioned in 2006 provided  
 1 TWh of net generation to the MIS.  Following full COD expected in April 2007, the Sohar IWPP will provide  
 electricity and related water capacity of 585MW and 150,000 m3/day, respectively; 

 RAEC rural systems: RAEC commissioned two new stations in Al Wusta (Alajaiz 0.3 MW and Surab 2.2  
 MW), and a further station in Dhofar (Motharah 0.44 MW). Capacity at the Saih Al Kirat facility in Dhofar  
 was increased to 8 MW. 

 The related water capacity of RAEC’s desalination facility in Sur was significantly increased in advance of 
 the privatisation of the facility. The Sur Desalination facility accounted for 98% of total RAEC related water  
 production in 2006; and 

 Salalah Power System: the Salalah Concession Agreement signed in March 2001 contemplated the  
 transfer of two gas turbines (a 17MW LM2500 and a GE 30MW GT) from MHEW to DPC.  Due to contractual  
 complications the assets did not transfer and have not served any productive purpose since.  The Authority  
 is pleased to report that the PWP and DPC signed an agreement on 28th October 2006 that provides for the  
 transfer of the 30MW GT and 17 MW LM2500 to DPC on 15 May 2007 and 31 December 2007,  
 respectively.  
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MIS INCIDENTS IN 2006

OETC as MIS system operator is required to report all Incidents (outages caused by transmission system 
components such as circuits and transformers) and Significant Incidents (incidents that result in loss of supply
to consumers or changes in system frequency or voltage outside of stipulated limits).   

OETC reported 254 Incidents during 2006 of which 39 were classed as Significant Incidents.   

OETC report a slight improvement in transmission system availability in 2006, and a 11% reduction in total 
unserved energy.

CAPITAL EXPENDITURE & NEW PROJECTS

The financial accounts of licensed network operators confirm capital expenditures (on a cash basis) in 2006
totalling 55 million RO, see Figure 11.

Figure 11: Capital Expenditure - 2005 & 2006

Investment in the Muscat, Majan and Mazoon licensed distribution systems has increased significantly as a
result of the electricity market reforms. Distribution system investment is critical to ensuring companies comply 
with the new quality of supply criteria. The Authority is working to ensure expenditures are targeted where they 
are most needed and that licensees undertake procurement efficiently.
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OETC, the Muscat, Majan and Mazoon Discos and RAEC secured internal approvals for 183 new projects in 
2006, with a total value of 78 million Rial Omani, further details are provided in Figure 12.  

Figure 12: Projects Approved by Companies in 2006

The projects approved in 2006 account for some of the 2006 capital expenditure reported in Figure 11, and will 
contribute to further capital expenditure in 2007 and 2008. Companies have identified further and significant
project related expenditure for 2007, and the Authority is assessing whether the capital allowances of the 
present price controls provide sufficient funding for these projects.

GOVERNMENT ACCOUNTS – AMOUNTS OUTSTANDING

Licensed suppliers inherited significant liabilities on the 1 May 2005 in the form of unpaid electricity bills of
Government customers.   MHEW had not required Government customers to pay their electricity bills as private 
customers were required to do.  Private customers were subject to disconnection for non payment, Government 
customers were not.   Consequently, by December 2005 unpaid electricity bills of Government customers had 
accrued to over 36.5 million RO.

Figure 13: Government Account Amounts Outstanding – 2005 & 2006
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Following representations from the Authority and the Electricity Holding Company, the Council of Ministers 
issued a decision reminding Government customers that they had a responsibility to pay for electricity supplied 
to them in a timely manner.  As a direct result of this decision, by December 2006 the amount owed by 
Government customers had reduced by 4.6 million RO, please refer to Figure 13.   Muscat, Majan and Mazoon 
secured significant reductions in amounts outstanding.  Amounts owed to RAEC by Government customers
increase by 10%.   

The Authority commends the action taken by Muscat, Majan and Mazoon to recover outstanding amounts from 
Government customers. 

POLICY COORDINATION

The Authority met with various institutions during the course of 2006 to coordinate on electricity and related 
water sector issues. For example, a joint ROP – Authority team was established to facilitate the development 
of new Emergency Procedure for the sector. These procedures will ensure ROP and other security services are 
notified of incidents in the Sector that may have implications for public order, or national security. The new
procedures are expected to be implemented in 2007.

The Authority notified the Public Prosecutor’s Office of the two fatal incident inquiries conducted in 2006, and
provided full details of the conclusions of each inquiry.

The Authority met with representatives of the Ministry of Regional Municipalities, Environment and Water 
Resources to coordinate on an Authority initiative to improve emissions monitoring at licensed production 
facilities and other environmental compliance issues.

The Authority held several meetings with officials of the Ministry of Manpower to discuss the Omanisation
obligations of the sector and matters relating to health and safety policy.

The Authority and the Oman Association for Consumer Protection, explored ways in which the institutions could 
coordinate to further the interests of electricity consumers. The Authority hopes to implement consumer related 
initiatives in 2007.

The Authority worked closely with the Ministry of National Economy and the Electricity Holding Company on the 
privatisation of Rusail, and during the process of privatizing the Sur desalination facility.

The Authority is grateful to all these institutions for the cooperation and support extended to it in 2006. 
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HEALTH & SAFETY

The Authority took active steps in 2006 to improve heath and safety in the sector. This included approving 
health and safety statements prepared by successor company licensees. These statements confirm licensees’
commitment to health and safety and identify the managerial processes and responsibilities for health and 
safety functions within the respective organizations.  

The Authority reviewed the health and safety procedures and documentation submitted by potential bidders 
for the Barka II IWPP and Rusail privatization,and reviewed the health and safety procedures and policies of 
applicants for License Exemptions.

The Authority conducted two fatal incident inquiries during 2006:

 Muttrah Incident: on Tuesday 28 March 2006 an incident that occurred at Muttrah Old Stores Primary  
Substation during retrofitting of switchgear resulted in fatal injuries to two persons.  The Authority
conducted a formal investigation in cooperation with the Public Prosecutor’s Office.  In the light of evidence
gathered by the inquiry team, the Authority suspended ABB Arab from Oman and notified all licensees
and licence exemption holders accordingly.  The inquiry identified the probable cause of the incident as a
flashover attributal to shortcomings in the design by ABB Arab.  The inquiry found that Al-Wadi Contracting
Company was not qualified to bid, and should not have been awarded the contract by MHEW. Furthermore,
Al-Wadi Contracting Company failed to ensure relevant terms and conditions of their contract were passed 
on to their supplier ABB Arab.  On site safety, the inquiry concluded that the use of a Limitation of Access 
for carrying out the work was not appropriate given the specific nature of the work.  The Authority issued
recommendations pertaining to future retrofitting of switchgear;

 Ghubrah incident: on 9 May 2006 an incident occurred at Ghubrah Power and Desalination Plant during 
maintenance work on Phase 3 ‘D’ Hypochlorite Storage Cylinder that resulted in fatal injuries to two 
employees of SOGEX the Operation & Maintenance Contractor. The Authority engaged a specialist Health & 
Safety consultant as Inspector to carry out an inquiry into the incident. The Inspector’s report determined 
that the cause of the incident was a failure in the Permit-to-Work procedure allied to a generally poor 
safety culture. The management of Al Ghubrah Power & Desalination Company took immediate steps to 
implement the Inspector’s recommendations. The Authority again cooperated with the Public Prosecutor’s 
Office throughout the inquiry and understands charges have been brought against SOGEX personnel in
relation to the incident.

 The Authority wishes to commend the actions of the management and Board of Directors of the Al Ghubrah 
Power and Desalination Company following the incident. The company provided the Authority with its full 
cooperation during the inquiry and acted quickly to implement the Inspector’s recommendations. The 
company now undertakes all the O&M functions directly and has significantly improved the health and
safety culture at the Ghubrah facility.

PRODUCTION FACILITY HSE AUDITS

A specialist HSE consultant with the assistance of the Authority’s technical staff carried out extensive health & 
safety audits of seven licensed production facilities in the North of Oman.  The audits indicated that privatised 
companies were generally compliant with their HSE obligations; any minor deficiencies noted in the audit were
brought to the attention of the management concerned and were immediately attended to.  The audit results 
of government owned facilities were significantly different. The audits highlighted significant breaches of HSE
regulations allied to a generally poor safety culture.
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DISTRIBUTION LICENSEES

In April 2006 the Authority’s technical department conducted surveys of substations owned by the Distribution 
Licensees.  The results of these surveys indicated that all three Distribution Licensees were in breach of their 
licence condition relating to safety of the general public. The survey identified substations without gates and
locks, with walls demolished and in some cases in use by the general public as ‘meeting places’. The results of 
the surveys, together with photographs, were presented to the Distribution Licensees in July 2006. Towards 
the close of 2006 there is some evidence of improvement and the Authority intends to carry out further surveys 
in 2007.

TRANSMISSION LICENSEE

In September 2006 the Authority’s technical staff commenced HSE inspections of all substations belonging 
to the Oman Electricity Transmission Company. The inspections were carried out unannounced and by the 
end of 2006 approximately half of the substations had been inspected. The Authority intends to complete the 
inspections in early 2007.

RURAL AREAS ELECTRICITY COMPANY

Due to lack of resources no HSE inspections of Rural Areas Electricity Company facilities were carried out. The 
Authority intends to give priority to this area in 2007.

INTERNATIONAL INTERCONNECTIONS

The Authority granted RAEC the necessary authorisations during 2006 to interconnect with and import electricity 
from the United Arab Emirates at 3 locations. Although the physical infrastructure is in place no imports have 
yet taken place.

The 220 kV Interconnection with Abu Dhabi was virtually complete at year end. Both the Oman Power & Water 
Procurement Company and OETC applied to the Authority for the appropriate licences. To date these licences 
have not been issued pending the production by both companies of various documents including commercial 
and connection agreements and operational procedures.

AUTHORISATIONS

The Authority grants licences and licence exemption orders to authorise the undertaking of regulated activities. 
In 2006 the Authority: 

 granted a Generation and Desalination Licence to Sohar Power Company SAOC on 29 March 2006;

 modified the AES Barka SAOG Generation and Desalination Licence to revise production facility capacities,

 modified the RAEC Licence to confirm authorisation to operate an International Interconnection with the 
 UAE and the Import of electricity from the UAE; and 

 granted Licence Exemption Order (1/2006) to the Sohar Aluminium Company LLC authorising the generation  
 and desalination activities of the company;
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PRIVATISATION

The Al Rusail Power Company SOAC was successfully privatised in 2006 as part of a combined project that 
included a proposal for a new Barka IWPP with total electricity and related water capacity of 678 MW and 
120,000 m3/day, respectively.   The winning consortium (Suez-Tractebel S.A., Mubadala Development 
Corporation and National Trading Company L.L.C.) purchased Al Rusail Power Company for a consideration of 
50 million RO.  Figure 14 shows the ownership of electricity and related water sector companies following the 
Rusail privatisation. 

Figure 14: Electricity & Related Water Sector Ownership

The Government reached agreement with investors on the sale of the RAEC Sur Desalination Facility.   The first
Independent Water Project of its kind transferred to new owners (Veolia Eau – Compagnie Générale des Eaux, 
National Power & Water and Veolia Water AMI) in January 2007.
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EMPLOYMENT & OMANISATION

The electricity sector (licence holders and DPC SAOG) provides employment throughout the Sultanate.  Total 
sector employment (direct and contractor) increased from 4,891 in 2005 to 5,491 in 2006, a 12% increase.  

Figure 15: Employment – 2005 & 2006 

Around 75% of the new jobs reflect increases in employment of contractors retained by electricity and related
water sector companies, in line with the increased number of projects being executed within the sector.  

Omani nationals accounted for 88% of direct employees in 2006, and for 63% of contractor employees.  
Electricity and related water sector Omanisation was 69% in 2006, a slight increase on the 68% achieved in 
2005. 

Figure 16: Omanisation - 2006
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GAS SUPPLY FAILURES

There was a complete failure of gas supplies to AES-Barka on 3rd August 2006 as a result of work carried out 
by the Oman Gas Company at the Gas Pressure Reducing Terminal (GPRT).  The gas supply failure resulted in 
significant load shedding on the MIS.  This was the second such failure at Barka since 1 May 2005.   A gas supply
failure had occurred at the Manah facility on 21st February 2006, which did not result in load shedding. 

The Authority is concerned that similar incidents may occur if communication between the gas and electricity 
sectors does not improve. The Authority proposes a ‘protocol’ whereby production facilities would be notified by
the Oman Gas Company in advance of work at or near GPRT.  Such a protocol would allow production facilities, 
and the System Operator, to implement measures to minimize load shedding following any interruptions to gas 
supply.
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ARTICLE (29) REPORTING

FURTHER MARKET LIBERALISATION 

Figure 17 presents the Authority’s assessment of the possible implementation of the four Liberalisation measures 
identified in the Sector Law.

Figure 17: Further Market Liberalisation
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ELECTRICITY SUBSIDY

Article (18) of the Sector Law implements a mechanism through which the Ministry of Finance provides electricity 
subsidy calculated by the Authority to licensed suppliers (Muscat, Majan, Mazoon and the RAEC) on an annual 
basis.   The Authority undertakes two separate subsidy calculations: the first calculates the subsidy required by
Muscat, Majan and Mazoon, the second calculates RAEC subsidy.  

Subsidy is defined as the difference between the economic cost of supply (including financing costs) and
Permitted Tariff (and other) revenue.  Economic supply costs are derived from PWP, OETC, and Muscat, Majan 
and Mazoon price control Maximum Allowed Revenues (MAR).  Subtracting customer tariff revenue (and other 
sources of income) from the MAR identifies the electricity subsidy required in a particular year.  

MIS SUBSIDY 

After publication of the Authority’s 2005 Annual Report, Muscat, Majan, Mazoon, OETC and PWP submitted their 
2005 and 2006 audited SCRC statements providing externally audited verification of their respective MAR and
actual revenues.  These statements allow the Authority to confirm outturn MIS subsidy in 2005 and 2006 and,
as shown in Figure 18, present a forecast of MIS subsidy in 2007.     

Figure 18: MIS Outturn Subsidy 2005 & 2006 – 2007 Subsidy Forecast

MIS subsidy in 2005 was 58.6 million RO.  Outturn subsidy in 2006 was 88.0 million  RO, some 10 million RO 
lower than estimated. (details of the Authority’s subsidy calculations are provided in Annex D).  The Authority’s 
MIS subsidy forecast for 2007 is 73.5 million RO, which is lower than the 2006 subsidy due to the operation of 
price control correction factors (see explanation overleaf).   
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Figure 19 provides confirmation of 2006 outturn MIS subsidy by company.  

Figure 19: 2006 MIS Outturn Subsidy by Company

Subsidy accounted for 38% of the 231.1 million RO total economic cost of supply in 2006. In terms of kWh 
supplied, subsidy accounted for 9.6 Bz/kWh of the 25.1 Bz/kWh total economic cost. Mazoon accounted for 
52% of total MIS subsidy in 2006, Majan 25% and Muscat 22%. Figure 20 presents further detail of the 
Authority’s 2007 MIS subsidy forecast. 

Figure 20: Subsidy Forecast - Main Interconnected System 2007
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The actual revenues of several companies in 2006 were higher than their MAR.  These over recoveries are 
deducted from 2007 MAR through the operation of price control correction factors, with the result that the 
forecast subsidy in 2007 is lower than outturn subsidy in 2006.  Figure 21 explains the 2006 over (under) 
recoveries.

Figure 21: Effect of 2006 MAR Over (Under) Recovery on 2007 MAR

Correction factor adjustments reduce total 2007 MIS MAR by 23.5 million RO, from 246.6 to 223.1 million RO.  
The 2006 over recoveries reflect both forecasting error and improved efficiency. Muscat and the PWP, account
for most of the correction.  The underlying movement in MIS subsidy is somewhat obscured by the size of the 
correction factor adjustments. 

Figure 22 presents MIS subsidy in 2005, 2006 and the 2007 forecast assuming revenues, costs and efficiency
were correctly forecast so that the value of correction factors was zero in each year.    

Figure 22: Underlying Movement in MIS Subsidy: 2005, 2006 and 2007  
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After adjusting for the effect of correction factors, forecast subsidy in 2007 is 12% higher than in 2006, while 
subsidy per unit supplied is 6% higher.  

The Authority has modified some of the assumptions used to forecast 2007 subsidy in an attempt to minimise
forecasting error.   However, improvements in fuel efficiency, reductions in system losses and improved revenue
collection mean that future MIS subsidy requirements will be lower than previously expected.

Mazoon accounts for an increasing share of MIS subsidy: 46% in 2005, 52% in 2006 and 55% of forecast 2007 
subsidy.  This trend reflects the characteristics of Mazoon’s customer base: in 2006 Mazoon accounted for 42%
of total MIS accounts and just 28% of MIS supply.  The average 12.8 MWh supplied per account was the lowest 
of all suppliers in the Sultanate.  Residential customers of Mazoon accounted for 68% of total Mazoon supply, 
higher than other MIS suppliers, and the 12% share of Commercial customers was the lowest share for this 
customer category supplied from the MIS. Mazoon’s 29% system losses in 2006 were higher than both Muscat 
(20%) and Majan (17%).  Mazoon has identified a significant capital expenditure programme.

The Authority will wish to ensure resources provided to Mazoon are utilised efficiently and effectively in order
to justify the company’s increasing share of MIS subsidy. 

RAEC SUBSIDY

RAEC provided externally audited verification of the company’s MAR and actual revenues in the form of audited
2005 and 2006 SCRC statements.  Figure 23 confirms outturn RAEC subsidy in 2005 and 2006 and presents the
Authority’s forecast of RAEC subsidy in 2007.     

Figure 23: RAEC Outturn Subsidy 2005 & 2006 – 2007 Subsidy Forecast

Outturn RAEC subsidy in 2005 was 11.6 million RO.  Outturn subsidy in 2006 was 16.6 million RO or 68 baiza/
kWh.   The Authority is forecasting RAEC subsidy in 2007 of 17.8 million RO or 66.9 bz/kWh, slightly lower than 
the 68 bz/kWh in 2006.  The reduction in unit subsidy reflects expected RAEC improvements in efficiency.
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RAEC made some progress during 2006 in implementing the information framework the Authority considers 
critical to the regulation of RAEC activities.  Whilst this progress is welcome RAEC has not yet satisfied the full
requirement.  The Authority has therefore provided RAEC with stronger incentives to provide information by 
adopting a simplified subsidy calculation methodology.  Under the revised methodology RAEC’s MAR is driven
by increases in customer accounts (25% of revenue) and increases in units supplied (75% of revenue).  Cost 
factors used in the MAR calculation were derived using outturn cost per account and cost per unit supplied 
in 2005, and assumed improvements in RAEC efficiency.  If RAEC believes the MAR is not sufficient to fully
remunerate its costs, it will have to demonstrate this with supporting information.  The onus is now on RAEC 
providing relevant and robust information, rather than the Authority having to request its provision.  
Comparison of 2006 Subsidy by Company

Figure 24 presents a comparison of subsidy provided to Muscat, Majan, Mazoon and RAEC in 2006 and 
government financial support to DPC in that year.   The left hand panel presents subsidy (baiza) per kWh
supplied, the right hand panel shows subsidy (RO) per customer account. 

Figure 24: 2006 Subsidy Comparison

Figure 24 confirms the significant subsidy support provided to RAEC customers: on average RAEC customers
received 1,000 RO in subsidy in 2006, some 9 times higher than MEDC customers and over four times higher 
than the average subsidy provided to Mazoon customers.    

Fuel costs account for a significant proportion of RAEC subsidy: diesel cost per kWh is over 5 times higher than
gas.  However, assuming each kWh supplied by RAEC was sourced from gas at the prevailing gas price, RAEC 
subsidy would reduce to 28.4 bz/kWh, still considerably higher than the 17.4 bz/kWh of subsidy provided to 
Mazoon in 2006.  

RAEC received 15% of all electricity subsidy and financial support provided by the Government in 2006, just
two percentage points less than MEDC and nearly double the support provided to DPC.  All subsidy recipients, 
including RAEC, have a duty to justify financial support provided to them by government, and a duty to perform
their functions efficiently in order to minimise the subsidy requirement.  

All companies, including RAEC, have a responsibility to provide whatever information is required to confirm the
scope of their regulated activities and the efficiency with which those activities are undertaken.
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ELECTRICITY TARIFFS

The Sector Law requires all electricity supplied by licensed suppliers to be charged at a Permitted Tariff approved 
by the Council of Ministers.  

Figure 25 presents details of the present Permitted Tariffs for different customer categories, and Permitted 
Tariff fees for the disconnection and reconnection of customer accounts.  No new Permitted Tariffs, or tariff 
modifications, were implemented in 2006.

Figure 25: Permitted Tariffs

CONNECTION CHARGING PRINCIPLES

During 2006 the Authority approved new connection charging principles proposed by licensed distribution 
companies.  The new principles provide for the application of ‘shallow connection charges’ whereby most 
customers pay only for connecting to a network and do not contribute to the cost of network extensions or 
reinforcement.

The new charging principles reduce the financial burden of consumers and will allow network operators more
scope to plan and design integrated and optimised distribution networks. 
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REGULATION

AUTHORITY FOR ELECTRICITY REGULATION, OMAN

The Authority was established as an administratively and financially independent entity subject to State Audit
Law by Article (19) of the Sector Law.  The Authority is competent to regulate the electricity and related water 
sector pursuant to Article (2) of the Sector Law.

Authority Members were appointed by the Council of Ministers for three year terms. 
The Members are: 

Members are collectively responsible for managing the Authority’s affairs and for ensuring the Authority fulfils
all of its statutory functions and duties. Members met regularly throughout 2006 to administer the Authority’s 
affairs, the schedule of 2006 Member meetings is presented in Figure 26.     

Figure 26: Member Meetings in 2006

Dr Saleh Mohammed Al-Alawi
non-executive Member (a part time appointment)

Amur Mubarak Al Kiyumi 
non-executive Member (a part time appointment)

John Cunneen
Executive Director and Member (a full time appointment)

Page 35

R
EG

U
L

A
T

IO
N



FUNDING

The Authority recovers all of its costs through licence fees.  Fees are calculated by apportioning costs to each 
regulated activity on the basis of the time expected to be spent regulating each activity.    Figure 27 presents the 
2005, 2006 and 2007 licence fees for each regulated activity and the number of Licence Holders by activity.  

Figure 27: Licence Fees – 2005, 2006 & 2007

During 2006 it became clear that licence fee income would significantly exceed expenditure. The Authority is
required to adjust for such surpluses during the year in which they occur or in the next subsequent year. The 
Authority cancelled the fourth instalment of 2006 licence fees to minimize the expected surplus and ensure fees 
paid by Licence Holders were no higher than required.
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CUSTOMER AFFAIRS DIRECTORATE

The Customer Affairs Directorate acts to 
protect and promote the interests of electricity 
customers.   

The Directorate approves and monitors licensed 
suppliers’ codes of practices, provides general 
advice on electricity related matters and takes up 
complaints on behalf of customers who have been 
unable to resolve problems directly with their 
licensed suppliers. 

In 2006 the Directorate:

 prepared and published customer welfare criteria setting out how the Authority proposes to ensure 
customer interests are afforded appropriate priority in the Authority’s decisions, and that customer services 
will be provided in accordance with required standards.  Publication of the criteria satisfied the obligations
stipulated in Article (22) of the Sector Law; 

 approved standard formats for Electricity Supply Application Forms, Electricity Supply Agreements 
and Guidelines for Electricity Supply.  Licensed suppliers are required to provide these documents to 
customers wishing to submit an application for electricity supply. The  guidelines provide clear information 
to customers on the terms of supply, electricity tariffs, and the respective responsibilities of the customer 
and their licensed supplier; 

 approved a code of practice for customers with special needs.  The code requires the provision of special 
services for customers who live in residential property and who are elderly, have limited income, have a 
disability, are chronically sick or who have other special needs;

 retained an experienced and specialist consulting firm to advise on matters of strategy and policy
regarding new meter reading, billing and collection contracts.  The Directorate worked closely with licensed 
suppliers to refine the scope of services and provided support and guidance on the preparation of tender
documentation and the tendering process; and

 the Directorate met  with Oman Association for Consumer Protection and Ministry of Social Development 
to assist in resolving customer issues to better safeguard the interests of electricity customers especially 
customers with special needs.  The Directorate will continue to work closely with these organizations in 
2007 to protect the interests of the electricity customers. 
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CUSTOMER COMPLAINTS

All six complaints outstanding from year 2005 were resolved. In 2006 the Directorate dealt with 38 customer 
complaints referred to the Authority for determination. Ten cases were resolved. Five of the cases were 
complaints related to meter accuracy. To address these cases, the Authority invited a reputed international 
company to test and calibrate the meter testing facilities of the licensed suppliers. Two cases were closed as 
the customers did not respond to the Authority despite several reminders. Six cases are in relation to meter 
tampering. The Authority will be issuing a consultation paper in 2007 inviting parties to comment on meter 
tampering fees and charges which will deal with these cases. The remaining fifteen cases are ongoing.

The Authority issued determinations of three customer complaints during 2006;

 the first Complaint was in relation to a request of a licensed supplier that the Customer repay unbilled
revenue attributable to the inability of the meter readers to access the Customer’s premises between 
November 2001 and October 2004.   The Authority determined that the Customer’s liability should not 
exceed 12 months;

 the second Complaint was in relation to a request by a licensed supplier that the Customer repay unbilled 
revenue attributable to meter reading errors between July 2000 and May 2005 and loss of electricity 
consumption due to meter tampering. The Authority determined that, as established by an earlier 
determination, the Customer should not be held liable for meter reading errors for periods in excess of 12 
months; and 

 the third Complaint was in relation to a request by a licensed supplier that a Customer repay unbilled 
revenue attributable to meter reading errors between October 2004 and June 2005.  Under the stipulated 
period, the Customer was requested to pay monthly electricity bills that appeared to be higher than the 
monthly average consumption since 1999. The Authority determined that the Customer should pay an 
amount in respect of under-recovered revenue based on his average monthly electricity in the previous 
year.

The Directorate continues to work constructively with Muscat, Majan and Mazoon Discos and RAEC initiating 
changes to their policies, processes and systems that will make them more responsive to the needs of their 
customers. This coordination will continue in 2007.   

The Directorate has identified a number of priorities for 2007, including publication of licensee Codes of Practice
and collaboration with a range of caring organizations to deliver benefits to customers with special needs. The
Directorate will continue to work closely with the licensed suppliers on the tendering of the meter reading, 
billing and collections contract to ensure that the new contracts are implemented on 1 January 2008.
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ECONOMICS AND FINANCIAL AFFAIRS DIRECTORATE

The Directorate is responsible for the economic regulation of the electricity and related water sector. This 
includes monitoring the RPI-X price controls under which companies with monopoly power operate, and 
reviewing and approving electricity and related water bulk supply tariffs.  The 2007 electricity and water bulk 
supply tariffs approved by the Authority in 2006 are presented in Figure 28.  

Figure 28: 2007 Approved Electricity & Related Water Bulk Supply Tariffs

COST REFLECTIVE TARIFFS 
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During 2006 the Directorate collated information on the electricity demand profiles of large consumers of
electricity to assist the preparation of proposals for Cost Reflective Tariffs, the structure of which would be as
shown in Figure 29. 

Figure 29: Cost Reflective Tariff Structure

The electricity purchase costs of large consumers of electricity were modelled by applying consumer demand 
profiles to the approved 2007 electricity Bulk Supply Tariff published by the PWP (BST2007), a transmission use
of system charge based on the expected charge in 2007 (T2007) and a nominal allowance for supply related 
costs (S2007).  The analysis focused on transmission connected customers and did not therefore incorporate a 
distribution use of system charge (D2007).  Sensitivity analysis was used to assess the effect of an increase in 
the price of gas used for electricity generation.  Analysis results are presented in Figure 30.  

Figure 30: Cost Reflective Tariff Modelling
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At the present gas price of $1.5 MMBtu the electricity purchase costs of large consumers of electricity would be 
lower under a Cost Reflective Tariff than both the present Industrial and Commercial Permitted Tariffs.   Higher
gas prices would of course result in higher Cost Reflect Tariffs. However, assuming the present Industrial and
Commercial Permitted Tariffs were not adjusted for a higher gas price, the Cost Reflective Tariff would provide
purchase cost savings at a gas price up to $3MMBtu.  At higher gas prices, large consumers could reduce their 
electricity purchase costs by switching demand from high price BST periods to low price BST periods.  

The Authority believes Cost Reflective Tariffs would benefit large consumers of electricity (through lower
purchase costs) the Government (such tariffs do not include subsidy) and have transparency advantages and 
help promote economic efficiency.  

RURAL AREAS ELECTRICITY COMPANY 

The Directorate devoted significant time in 2006 to assisting RAEC implement a ‘pro-forma’ based information
reporting framework.  The information framework is required to ensure RAEC provides the Authority with 
consistent and robust information to regulate RAEC activities.   RAEC made some progress in implementing the 
information framework in 2006, but has not yet satisfied the full requirement.

The RAEC pro-formas provide the Authority with a clearer view of RAEC activities and their related costs. In 
2006, RAEC operated 64 rural systems, 51 of which were supplied with electricity from RAEC owned production 
facilities (6 cogeneration facilities and 45 electricity facilities).  Electricity supplied to the remaining 14 rural 
systems was purchased from PDO.    

Table 12 of Annex C summarises pro-forma information for the 51 systems supplied by RAEC production 
facilities in 2006, a regional summary is presented in Figure 31. 

Figure 31: Summary of RAEC Capacity & Output – 2006
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The Authority used RAEC pro-forma information to assess the efficiency of RAEC operations. As fuel costs
account for a significant proportion of total RAEC costs, the initial focus was on fuel efficiency.

The Authority highlighted significant variances in kWh generated per litre of diesel fuel across RAEC stations.  
Scrutiny of output of RAEC electricity production facilities (excluding the 6 cogeneration facilities and the Raysut 
facility used to support the Salalah Power System), indicates some improvement in efficiency in 2006, please
refer to Figure 32. 

Figure 32: RAEC Electricity Generation Efficiency – 2005 & 2006

Production facilities included in the analysis generated 3.41 kWh per litre of fuel in 2006 compared to 3.36 in 
2005, a 1.4% increase.   To put this in context, had the 2005 rate been repeated in 2006, RAEC would have 
consumed an additional 1 million litres of diesel fuel.  Part of the improvement may be due to the 12% increase 
in output (further movement down heat rate curves).  Nevertheless, the Authority believes the improvement 
also reflects RAEC initiatives to improve fuel management.  The improvement is welcome, but scrutiny of
individual rural system pro-forma indicates that 8 electricity production facilities generated less than 2 kWh 
per litre of fuel, and 17 generated between 2 to 3 kWh per litre of fuel in 2006.   The Authority will be asking 
RAEC to explain the fuel efficiency of these facilities and may conduct fuel efficiency audits to identify scope
for improvement. 

Figure 32 also indicates some improvement in auxiliary consumption.  Auxiliary consumption in 2006 accounted 
for 5.3% of gross production compared to 5.6% in 2005. The Authority believes RAEC could do more to reduce 
station auxiliary consumption as in 2006 7 RAEC electricity production facilities had auxiliary consumption in 
excess of 10% of gross production, of which 3 were in excess of 20%.  
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RAEC SYSTEM LOSSES

The importance of securing further improvements in the consistency of information provided by RAEC can be 
demonstrated by reviewing system loss information provided by the company.  The 2006 SCRC statement 
reports total RAEC system losses of 12%.  However, the number of units supplied in the SCRC is 2 GWh lower 
than that reported in other RAEC information returns. 

Figure 33: RAEC System Losses by Region - 2006

Figure 33 presents information provided by RAEC in monthly returns to the Authority on sent out generation, 
electricity purchases and supply by region.  When reviewed by region the validity of the 12% losses calculation 
presented in Table 11 of Annex C can be questioned.  Losses in Al Wusta are reported as 8.5%, and 16% in 
Musandam.  The 0.6% losses reported for Dhofar are not credible and highlight the need to improve the quality 
and reliability of RAEC data.   
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TECHNICAL DIRECTORATE 

During 2006 the Directorate: 

 led two Authority fatal incident inquiries.  An incident at Muttrah Old Stores Primary Substation on 28 
March 2006 resulted in fatal injuries to two contactors employees.  A second inquiry followed an incident 
at Ghubrah Power and Desalination Plant on 9 May 2006 that resulted in fatal injuries to two employees 
of SOGEX the Operation & Maintenance Contractors; 

 prepared draft Electricity Safety, and Continuity Regulations to set standards for electrical installations and 
procedures requiring the Authority to be notified of all incidents involving electricity in the Sultanate of
Oman. The regulations will be subject to consultation before issue in 2007; 

 prepared a draft Transmission Connection Charging Methodology Statement. Condition 25 of the 
transmission and dispatch Licence requires OETC to prepare and seek approval from the Authority for 
such a Statement. The draft Statement was provided to OETC in November 2005.  Absent a response from 
OETC, in June 2006 the Authority issued a direction requiring OETC to implement from 1 January 2006 the 
policy set out in the Draft Statement. As at the end of 2006 OETC had not complied with the Authorityâ€™s 
Direction; 

 prepared a draft Connection Charging Statement. This Statement is required by Condition 30 of the 
distribution and supply licence and requires the licensee to prepare the Statement and submit it to the 
Authority for approval. The Authority provided the Distribution Companies with the draft statement in 
February 2006.  Following changes proposed by the Distribution Companies the final Statement was
approved in October 2006 with an implementation date of 1 January 2007; 

 engaged the services of a reputed meter testing house to audit the meter testing facilities in the Distribution 
and Rural Areas Companies: the results of this audit are expected in early 2007;

 approved an amendment permitting the use of digital meters that meet appropriate International 
Electrotechnical Commission (IEC) standards. The Authority has suggested new and replacement meters 
should be digital and capable of external communication to facilitate remote meter reading and multiple 
tariff structures; 

 led the development of a Capital Reporting database in Access.  The Capital Reporting Framework Database 
will be formally established in 2007;

 prepared draft Transmission Security Standards. Condition 26 of the transmission and dispatch licence 
requires OETC to formulate Security Standards applicable to its system. In the absence of action on the 
part of OETC the Authority prepared Draft Standards. OETC did eventually produce comments on the Draft 
Standards but by end 2006 had not submitted the Standards for formal approval by the Authority;

 reviewed the Protection Policy of OETC following circuit trips in 2005 and 2006. As a result of the 
Authorityâ€™s review there have been improvements in the protection performance of OETCâ€™s system 
and regular liaison meetings are now held between the protection specialists of OETC and the Distribution 
Companies;
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The Technical Directorate is responsible for 
approving technical standards and for monitoring 
compliance with Industry Codes, planning 
and operating standards, and Oman Electrical 
Standards.



 engaged an external consultant to review the scheduling & dispatch activities of OETC. The consultantâ€™s 
report indicated that OETC was generally compliant with its Licence and Grid Code obligations but expressed 
concern about the amount of spinning reserve held on the system and differences between the constrained 
schedule and actual dispatch. The report also recommended the Energy Management System facilities 
should be fully commissioned. OETC accepted the results of the review and have agreed to implement all 
the reports recommendations in due course; 

 participated in meetings of the working group established by the Authority and the Royal Oman Police 
(ROP) tasked with preparing revised emergency procedures for the sector;

 chaired monthly meetings to review progress with the connection of large customers (including new 
Grid Supply Points) to the OETC Transmission System.  The meetings identified substantial delays in the
provision by OETC of connections to their system, in particular new Grid Supply Points. The Authority 
notified OETC that it should improve its performance in this regard;

 determined claims against the United Power Company relating to the Manah Interconnection Transmission 
Facilities. These claims were originally raised by MHEW as original counter-party to the Manah agreement.  
During 2006 the Authority was asked to determine the claims on the basis of a dispute between licensees 
(UPC and the present counter-party PWP).  After due consideration the Authority determined that all the 
claims should be withdrawn.

GRID CODE REVIEW PANEL

The Grid Code Review Panel (GCRP) met on 4 occasions during 2006.  Discussions in the GCRP were concerned 
with:

 Grid Code compliance during incidents;

 Commencement of a section by section review of the Grid Code; and

 The Procedures relating to the Contractor and Product Approval sub-panel.

In February 2006 the Authority approved an amendment to the section of the Grid Code relating to Significant
Incidents.  There were no Contractor or Product Approvals issued by the GCRP during 2006.

DISTRIBUTION CODE REVIEW PANEL

The Distribution Code Review Panel (DCRP) met on 4 occasions during 2006. Discussions in the DCRP were 
concerned with:

 The difficulties in contracting and procurement particularly due to the operation of the 10% Oman
preference;

 The escalating cost of electrical equipment (cables and transformers); and 

 Nomination of a representative on the GCC Committee for the Unification of Electrical Standards.

During 2006 the DCRP approved 8 Products and approved or renewed the credentials of 56 contractors.   
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LICENSING & LEGAL AFFAIRS DIRECTORATE

The Directorate acts as legal counsel for 
Authority Members and acts to ensure Member 
decisions comply with the requirements of 
the Sector Law and other applicable Laws.  
The Directorate is responsible for monitoring 
compliance with conditions of authorisations 
granted by the Authority and for maintaining 
channels of communication with relevant 
ministries and competent authorities to ensure 
the Authority has the information needed to 
provide requisite advice to License Holders 
and Exemption Holders. The Directorate is also 
responsible for maintaining the Public Register. 

During 2006 the Directorate:

 reviewed the licence application submitted by the Sohar Power Company SAOC prior to the grant of a 
Generation and Desalination Licence on 29 March 2006;

 oversaw modifications to the AES Barka SAOG Licence (revising production facility capacities) and the
RAEC Licence (confirming authorisation to operate an International Interconnection with the UAE and
Import electricity);

 reviewed the application for a licence exemption submitted by the Sohar Aluminium Company LLC prior to 
the grant of Exemption Order No.1/2006;

 prepared draft guidance on the licence application process.  The guidance is expected to be issued in 
2007 and confirms the information required to support a licence application and timescales for processing
licence applications; 

 established a database of all licence condition to help monitor and evaluate licensee compliance.  The 
database allows for systematic assessments of compliance and records all breaches; 

 reviewed a draft Bilateral Interconnection Agreement between the Government of the Sultanate of Oman 
and the Government of the United Arab Emirates and identified amendments required to ensure compliance
with the provisions of the Sector Law and conditions of relevant licenses; 

 The Authority can consent to waive customer connection fees where customers are recipients of benefits
from the Ministry of Social Development.  The Directorate ensured that the Authority did not exceed its 
powers when issuing such consents in 2006; and

 prepared a draft health and safety policy for the Authority and organized health and safety, first aid and CPR
courses for Authority employees. The Directorate assisted sector companies by providing data published 
by the Ministry of Manpower relevant to the preparation of licensee health and safety statements.  
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BARKA 2 IWPP AND PRIVATISATION OF AL RUSAIL POWER COMPANY SAOC 

The Directorate undertook an extensive review of competition documents relating to the new Barka IWPP 
and the privatisation of Al Rusail Power Company SAOC. The competition was managed by the PWP, and the 
Authority had a duty to ensure the PWP conducted a fair and transparent competition.

The Directorate reviewed a proposed corporate structure for the Project to ensure that conformity with the 
Commercial Companies Law, and to ensure each Licensed Operator would be a real operating company as 
required by the Appropriate Person Criteria of the Authority.  Pursuant to Article (106) of the Sector Law the 
Directorate reviewed the securities documentation of the Project and confirmed compliance with ring fenced
financing arrangements stipulated in the request for proposals (ring fencing ruled out cross collateralisation and
cross default provisions) between the Barka IWPP project company and Al Rusail Power Company.

Finally, the Directorate reviewed the application for Change of Control of the Generation Licence held by Al 
Rusail Power Company (SOAC) submitted by SMN Power Holding Company Limited to ensure the completeness 
of the required information and documents. The Authority confirmed its conditional preliminary consent to the
transfer in December 2006 and full consent in January 2007.
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Annex A:  Audited Financial Statements
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Annex B:  Authorised Entities

LICENCE HOLDERS

Majan Electricity Company SAOC 

Regulated Activities: the Distribution’ and Supply of electricity to 
Premises

Mazoon Electricity Company SAOC 

Regulated Activities: the Distribution’ and Supply of electricity to 
Premises

Muscat Electricity Distribution Company SAOC 

Regulated Activities: the Distribution’ and Supply of electricity to 
Premises

Oman Electricity Transmission Company SAOC 

Regulated Activities: the Transmission and Dispatch of electricity 

Rural Areas Electricity Company SAOC 

Regulated Activities: the Generation of electricity co-located with the 
Desalination of water at the same site’ the Transmission; Dispatch; 
Distribution; and Supply of electricity to Premises; and bulk supply 
desalinated water to Water Departments 

Wadi Al Jizzi Power Company SAOC 

Regulated Activity: the Generation of electricity 

Al Rusail Power Company SAOC

Regulated Activity: the Generation of electricity 

Al Ghubrah Power and Desalination Company SAOC 

Regulated Activity: The combined Generation of electricity and 
Desalination of water 
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Al Kamil Power Company SAOG 

Regulated Activity: the Generation of electricity 

United Power Company SAOG 

Regulated Activity: The Generation of electricity

AES Barka SAOG 

Regulated Activity: The combined Generation of electricity and 
Desalination of water 

Sohar Power Company SAOC 

Regulated Activity: The combined Generation of electricity and 
Desalination of water

Oman Power and Water Procurement Company SAOC 

Regulated Activities: Forecast electricity demand in the Sultanate; 
procure electricity and desalinated water capacity and output; bulk 
supply (i) electricity to licensed suppliers and (ii) desalinated water to 
Water Departments, and act as government counterparty to the Salalah 
Concession Agreement

Sohar International Urea Chemical Industries SAOC 

Regulated Activity: The Generated of electricity co-located with the 
Desalination of water at the same site 

Sohar Refinery Company LLC 

Regulated Activity: The combined Generation of electricity and 
Desalination of water; the Distribution of electricity; the Supply of 
electricity to Premises 

Oman Mining Company LLC 

Regulated Activities: The Generation; Distribution; and Supply of 
electricity to Premises 

LICENCE EXEMPTION HOLDERS
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Oman India Fertiliser Company SAOC 

Regulated Activities: The combined Generation of electricity and 
Desalination of water

Oman Cement Company SAOG 

Regulated Activities: The Generation, Distribution and Supply of 
electricity to Premises

Barr Al Jissah Resort Company 

Regulated Activity: The Distribution of electricity

Oman Refinery Company LLC 
Regulated Activities: The Generation of electricity co-located with the 
Desalination of water at the same site, the Distribution and the Supply 
of electricity to Premises

Oman LNG LLC

Regulated Activities: The combined Generation of electricity and 
Desalination of water, the Distribution and the Supply of electricity to 
Premises 

Petroleum Development Oman 

Regulated Activities: The Generation, Distribution, Transmission and 
Supply of electricity to Premises

Occidental of Oman Inc 

Regulated Activity: The Generation and Distribution of electricity   

Sohar Aluminium Company LLC

Regulated Activities: The combined Generation of electricity and 
Desalination of Water, the Distribution and the Transmission of 
electricity 
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Annex C : Electricity & Related Water Sector Statistics

Table 1 :  Electricity Customer Accounts by System, Company and Tariff Category: 2005 and 2006

Table 2 :  Electricity Supplied to Customers by System, Company and Tariff Category: 2005 and 2006

Table 3 :  Customer Accounts, MWh Supplied and MWh per Account by System, Company and Tariff  

  category 2006

Table 4 :  Electricity Supply and Registered Accounts by Region and Company: 2006

Table 5 :  Electricity & Related Water Production by System 2005 and 2006

Table 6 :  Electricity & Related Water Production by System and Company: 2005 and 2006

Table 7 :  Electricity & Related Water Production by Region: 2005 and 2006

Table 8 :  Electricity & Related Water Production by Region and Company: 2005 and 2006

Table 9 (i) :  Monthly Production by System: MIS 2005 and 2006

Table 9 (ii) :  Monthly Production by System: Rural Systems 2005 and 2006

Table 9 (iii) :  Monthly Production by System: Salalah Power System 2005 and 2006

Table 10 :  Quarterly Production by System: 2005 and 2006

Table 11 :  Technical and non-technical Losses by System: 2005 and 2006

Table  12 :  RAEC Capacity, System Peak Demands, Electricity and Water Production, and Fuel   

  Consumption by Region
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Annex D: Electricity Subsidy Calculations

Table D1 :  2005 MIS Outturn Summary

Table D2 :  2006 MIS Outturn Summary 

Table D3 :  2007 MIS Summary (estimate) 

Table D4 :  RAEC Maximum Allowed Revenue and Subsidy
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