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GLOSSARY OF TERMS

Cost-Reflective Tariff Amounts charged by a Licensed Supplier for Supply where no Permitted Tariff 
 exists, and where such tariffs are calculated each year on the basis and rules  
 prescribed by the Authority;

DPC The Dhofar Power Company SAOG

EHC The Electricity Holding Company SAOC

Main Interconnected System  The interconnected systems of OETC, and the Muscat, Majan and Mazoon Discos 
or MIS

Majan The Majan Electricity Company SAOC

Mazoon The Mazoon Electricity Company SAOC

MHEW The Ministry of Housing, Electricity and Water

Muscat The Muscat Electricity Distribution Company SAOC

OETC The Oman Electricity Transmission Company SAOC 

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

Permitted Tariff 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

PAEW The Public Authority for Electricity and Water

PWP The Oman Power and Water Procurement Company SAOC

RAEC The Rural Areas Electricity Company SAOC

RO  Rial Omani

ROP Royal Oman Police

SCRC Schedule Charge Restriction Condition

Salalah IWPP The Salalah Independent Power and Water Project

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

Related Water 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 The Authority for Electricity Regulation, Oman, being the authority established  
 pursuant to Article (19) of the Sector Law
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CHAIRMAN’S FOREWORD

2007 was another year of expansion and growth for the Sultanate’s electricity and 
related water sector. In addition to the challenges associated with satisfying the 
electricity demands of a fast growing economy, on the 5th and 6th of June 2007 
the sector had to contend with the effects of the strongest tropical cyclone to have 
hit the Arabian Peninsula. 

In the days before the cyclone MIS peak demand had reached 2,725MW, 6% 
higher than MIS peak demand in June 2006 even though daily temperatures were 
somewhat lower than the previous year.  By 7th June 2007 MIS peak demand 
had fallen to 1,367MW: 50% below the reported peak on 3rd June 2007 and 35% 
lower than the lowest peak day demand in June 2006.    MIS peak demand then 

recovered steadily and by 12th June 2007 reached 2,480MW, some 2MW higher than demand on the same day the 
previous year.  Our analysis of the effects of the tropical cyclone presented in this report highlights two points: first, is
the significant and sudden impact the cyclone had on electricity demand and production.  Second, is the prompt and
sustained response of electricity sector companies to repair and replace damaged infrastructure and restore supply 
to customers.  The Authority must again register its appreciation of the actions taken by electricity and related water 
sector companies and their contractors. The Authority is reviewing standards and regulations that have a bearing on 
the type and location of electricity infrastructure and will be implementing changes to improve the resilience of the 
Sultanate’s electricity systems to severe weather conditions. 

Despite the tropical cyclone, the number of registered customer accounts in 2007 increased by 4% from 548,470 
in 2006 to 570,516.  Electricity demand increased in all of the Sultanate’s regions: supply to customers connected 
to the Main Interconnected System increased by 5.8%, supply to RAEC customers increased by 10.5% and supply 
from the Salalah Power System increased by 13%.  For the Sultanate as a whole, the 11.2 TWh supplied in 2007 
represented a 6.6% increase on supply in 2006.  Gross electricity generation increased by 6.8% in 2007 and related 
water production by 20.6%.

Technical and non-technical losses accounted for 20.9% of total units entering electricity systems in 2007, while this 
represents a reduction on the 21.4% losses reported in 2006, the reduction is lower than expected.   There were 
further indications of improved gas use efficiency in 2007: total gas consumption increased by 3.4%, whereas gross
electricity and related water production from gas fired facilities increased by 6.8% and 26%, respectively.     

Licensed suppliers received 79 million Rial Omani of electricity subsidy in 2007, and are expected to receive around 
92 million Rial Omani of subsidy in 2008.  Our analysis indicates that while the level of subsidy is increasing, subsidy 
per kWh supplied will be lower in 2008 than in 2006.

Total electricity and related water sector employment continues to increase in line with sector output.  Total employment 
increased from 5,101 full time equivalents in 2005 to 6,140 in 2007, a 20% increase, and was 7.7% higher in 2007 than 
in 2006. Omani nationals accounted for 65% of total sector employment in 2007.

The Sohar IWPP successfully commissioned all of its electricity and water production capacity in 2007, this facility now 
provides the MIS with an additional 585MW of contracted generating capacity and 150,000 m3/day of desalination 
capacity.  

2007 saw the completion of two privatisation transactions: in January the RAEC Sur cogeneration facility transferred 
to its new owners Veolia Eau – Compagnie Générale des Eaux, National Power & Water and Veolia Water AMI and 
in February the Al Rusail Power Company SAOC transferred to a consortium of Suez-Tractebel S.A., Mubadala 
Development Corporation and National Trading Company L.L.C. as part of a transaction that included the development 
of a new IWPP in Barka.   
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Our report presents details of Incidents that occurred during 2007 that resulted in prolonged interruptions to supply and 
in one case the regrettable death of a child.  The Authority continues to work to improve security of supply and health 
and safety standards in the sector to avoid the reoccurrence of such incidents. 

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 vision, guidance and leadership and to His Majesty’s Government for their continuing support.

Dr Saleh Al Alawi 
Chairman
Authority for Electricity Regulation, Oman 
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TROPICAL CYCLONE ‘GONU’

On 1 June 2007 a Tropical Cyclone (“GONU”) developed in the eastern Arabian Sea.  By 3 June 2007 GONU had 
intensified to wind speeds of 240km/h but then weakened after encountering dry air and cooler waters, and by June
5 made landfall at Ras Al Hadd, the eastern-most tip of the Sultanate of Oman.  GONU was the strongest cyclone to 
have hit the Arabian Peninsula.  Even though the cyclone weakened and wind speed intensity decreased to 145km/h 
the cyclone generated strong winds and heavy precipitation:  rainfall of 610 mm near the coast and strong waves 
along much of the coastline resulted in severe flooding to coastal roads.  In Muscat, wind speeds reached 100km/h,
although much of the resulting damage to infrastructure was caused by the ensuing floods rather than high winds.  
The cyclone caused extensive damage to infrastructure along the Oman coastline and in Muscat, including loss of 
road transportation, interruptions to landline and mobile telephone communications, and to the production and supply 
of electricity and water.  

Areas most affected by the cyclone included:

 the Sur region with Wadi Shab, Wadi Tiwi, Qalhat, Sur city and suburbs, Ras al Hadd and Ras ar Ruwais;

 the Quriyat region with Quriyat town, Hajir Quriyat, Ramlah, Hayl al Ghaf, Daghmer, Dabab and Wadi Arbeyyin;

 Wadi Taiyyin with villages Mehleh, Ghubrat at Tayn together with many other villages,

 the city of Muscat and surrounding suburbs.

Citizens had received advanced notice of the severe weather conditions from local, regional and central government 
offices who advised people living in the most likely path of the cyclone to seek shelter on higher grounds and vacate
wadi locations and coastal regions.  The Authority believes these advance warnings saved many lives and limited the 
number of casualties.

Impact on Electricity & Related Water Sector 

GONU caused considerable disruption to electricity and related water activities, including: 

1. a complete shutdown of the AES Barka production facility for four days from 6th June;

2. a significant reduction in electricity and water production at the Al Ghubrah facility, exacerbated by a total loss of
gas supply following the rupture of the main gas pipeline.  Management and staff at the Ghubrah facility worked 
to maintain some production throughout the cyclone by initially switching to diesel fuel and then switching back to 
gas following the restoration of gas supply;

3. a prolonged outage of circuits on one section of the MSQ-Jahloot section of the OETC transmission system; 
and   

4. considerable damage to the licensed distributions systems of Muscat and Mazoon which resulted in widespread 
interruptions to Supply in affected areas. 

To put the impact of GONU in context, Figure 1 shows daily peak MIS demands in June 2006 and 2007, and recorded 
temperatures (degrees C) at the time of daily peak demand. 
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Figure 1: MIS Daily Peak Demands - June 2006 & 2007
 

Source: OETC daily reports

Immediately before GONU on the 3rd June 2007 MIS peak demand reached 2,725MW, this was 6% higher than 
maximum MIS demand in June 2006 even though maximum daily temperatures were somewhat lower than in 2006.  
By 7th June 2007 MIS peak demand had fallen to 1,367MW: some 50% below the reported peak on 3rd June 2007 and 
35% lower than the lowest peak day demand in June 2006.    MIS peak demand then recovered steadily and by 12th 
June 2007 reached 2,480MW, some 2MW higher than demand on the same day the previous year. 

Broader context of the cyclone’s impact is provided by comparing 2006 and 2007 MIS monthly net electricity generation 
(including PWP purchases), Figure 2 presents the data. 

Figure 2: Monthly MIS Net Electricity Generation – 2006 & 2007 

 

Source: Authority database
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Between January and May 2007 monthly net electricity generation was consistently higher than equivalent months in 
2006.  In June 2007 net electricity generation fell sharply and was 1% lower than in June 2006.  However, by July 2007 
net electricity generation had recovered and was some 7% higher than net electricity generation in July 2006.  

This analysis highlights two points: first, the cyclone’s significant and sudden impact on electricity demand and
production.  Second, the prompt and sustained response of electricity sector companies who moved quickly to repair 
and replace damaged infrastructure and restore supply to customers.  

Restoration and Response

In the immediate aftermath of the cyclone the Authority sought to provide assistance and support to companies 
working to restore electricity production and supply, including the deployment of staff of the technical section to assist 
the restoration efforts of Muscat and Mazoon.  

The Authority approved measures allowing customers in affected areas to reschedule payment of electricity bills due 
in May, June and July 2007 to August, September and October 2007.   As an additional measure of relief, the Authority 
asked companies to meet the cost of replacing or repairing electrical equipment in customer premises damaged 
during the cyclone (such as distribution boards) for customers in receipt of social benefits and with special needs.
Members approved a financial contribution, made through the Ministry of Social Development, to provide relief to
citizens in receipt of social benefits who had been affected by Gonu.

The Authority experienced first hand the restoration efforts of companies and noted the excellent coordination and
cooperation that took place within the sector.  The Electricity Holding Company played an important role in coordinating 
the restoration effort and companies not directly affected by the cyclone made parts, spares and personnel available 
to assist the restoration effort.  For example, Majan was not affected by the cyclone but provided lists of available 
spares to Muscat and Mazoon and moved quickly to deploy staff and spares to where they were most needed. The 
Sohar Aluminum Company agreed to redeploy contractor staff to assist the restoration of licensed systems. The 
Authority would again commend the efforts of all concerned. 

Longer Term Implications

The Authority retained an experienced consultant (“Lahmeyer International”) to review GONU’s impact on electrical 
infrastructure and the cost of restoration.  The consultant was also asked to scrutinize the location of electricity 
infrastructure assets and make recommendations for changes to electrical standards to improve the resilience of 
electricity systems in Oman to severe weather conditions. 

The consultant’s preliminary findings call into question the practice of locating towers and poles in wadis.  The
consultant is recommending changes to Oman Electrical Standards that would not allow new towers and poles to be 
located in wadis and would require a reassessment of the present location of existing towers and poles.  To improve 
asset location decisions the consultant is recommending closer cooperation between electricity sector companies and 
town planning authorities, particularly in the early stages of urban development planning. It would be good practice to 
ensure building permissions are granted only after licensees are satisfied that it would be safe to provide electricity
supply. It is also recommended that town planning authorities provide suitable corridors for underground cables and/or 
overhead lines.

With regards to Oman Electrical Standards (OES) the consultant has concluded that existing OES are in urgent need 
of revision and should be updated to reflect advancements in electrical power systems.  A further recommendation is
that OES be subject to regular and ongoing review. The consultant has proposed significant changes to OES 4 (wiring
regulations for premises) and has recommended OES 4 is reissued as “General Regulations for Electrical Installations 
in the Sultanate of Oman”, in the form of a bylaw. The consultant has highlighted ways in which the management of 
emergency beams for auxiliary 132 kV and 220 kV towers, and spares for lines and substations might be improved, 
and will recommend licensees accelerate planned investments to improve the reliability of the MIS (for example to 
close open loops on distribution systems). The consultant has also made specific recommendations for improving
Communication systems used in emergency situations.  
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The Authority intends to publish the consultant’s findings and will move quickly to implement recommended changes
to standards and practices and will coordinate with relevant authorities on planning coordination and asset location.  

The consultant has quantified the unanticipated capital and operating expenditures of licensees associated with the
cyclone. The Authority will wish to discuss with government how these exceptional costs should be remunerated: 
either by adjusting price control maximum allowed revenues or by other means. 

ELECTRICITY & RELATED WATER SECTOR DEVELOPMENTS IN 2007

Article (29) of the Sector Law requires the Authority to present annual assessments of electricity and related water 
sector developments. The following sections report the principal developments in 2007 under a number of headings.   
  

Electricity & Related Water Sector Activity and Statistics

Customer Accounts

Registered electricity customer accounts in the Sultanate increased from 548,470 in 2006 to 570,516 in 2007, an 
increase of 4%. MIS customer accounts increased by 4%, RAEC customer accounts by 7%, and Salalah System 
accounts by 3% (see  Figure 3 below and Table 1 in Annex C for further details).

Figure 3: Registered Customer Accounts by Company – 2006 & 2007
 

Residential and Commercial customers accounted for 81% and 14% of the total increase in customer accounts, 
respectively. 

Electricity Supply

Total electricity Supplied to customers in the Sultanate in 2007 reached 11.2 TWh, a 6.6% increase on the 10.5 TWh 
supplied in 2006.  

Supply from the MIS increased by 5.8% in 2007, reflecting strong growth in Supply by Majan (a year on year increase
of 14.1%), and Mazoon (a 7.7% increase).  2007 Supply by Muscat was just 1.5% higher in 2007 than in 2006 reflecting
the disruption to Supply caused by the Tropical Cyclone in June.  Supply by RAEC in 2007 was 10.5% higher than in 
2006, Supply from the Salalah Power System was 13% higher than the previous year.  See Figure 4 and Table 2 of 
Annex C for further details.
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Figure 4: Electricity Supply by Company – 2006 & 2007

Figure 5 presents data on electricity Supply by tariff category and region in 2006 and 2007. Residential, Commercial 
and Government customers accounted for 90% of total electricity Supply in 2007:  Residential customers accounted 
for 55% of total Supply (marginally lower then in 2006). Commercial customers 19.5% of total Supply (compared to 
17.8% in 2006) and Government customers 15.7% (17.6% in 2006).  

Supply to Hotels and Tourist establishments was 27% higher in 2007 than in 2006, the highest increase of all customer 
categories, although this category of customer accounts for less than 1% of total electricity Supply. 

Our 2006 report noted a decline in the public sector share of total electricity Supply.  We report a further decline from 
19.1% of total supply in 2006 to 17.3% in 2007, providing further confirmation of the growing importance of private
sector activity.   Supply to Commercial and Industrial customers increased by 16.8% and 12.5%, respectively, in 2007.  
Supply to Residential customers in 2007 was 6.2% higher than in 2006.
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Figure 5: Electricity Supply by Tariff Category & System – 2006 & 2007
  

Electricity Supply per Account

For the Sultanate as a whole, electricity intensity increased from 19.1 MWh per account in 2006 to 19.6 MWh per 
account in 2007, a 2.5% increase, see Figure 6. The consumption per account of Muscat customers declined from 
28.2 MWh per account in 2006 to 27.4 MWh per account in 2007, a 3% reduction.  The Authority believes the reduction 
reflects the disruption to Supply during the Tropical Cyclone in June.  

Figure 6: MWh Supplied per Registered Account – 2006 & 2007
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The Authority is of the view that improved energy efficiency (such as improving the efficiency of air conditioning
units) would help consumers reduce the amount and cost of consumption and have beneficial environmental effects.
The Authority will host a seminar in 2008 to consider ways to improve the efficiency of electricity production and
consumption in Oman. 

Electricity and Related Water Production – 2006 & 2007

Gross electricity generation in the Sultanate was 6.8% higher in 2007 than in 2006, related water production was 
20.6% higher following the commissioning of new desalination production capacity at the Sohar IWPP.  

Gross electricity generation for the MIS, RAEC rural systems and Salalah Power System was 6.3%, 13.6% and 10.7% 
higher, respectively, in 2007 than in 2006.  While gross water production for the MIS increased by 26% in 2007 due to 
the commencement of water production at the Sohar IWPP, RAEC related water production declined by 86% following 
the privatisation of the Sur desalination facility (excluding the Sur facility, RAEC gross desalination production was 2% 
higher in 2007 than in 2006).  

Figure 7 and Table 6 of Annex C present further details of gross and net electricity and water production in 2007. 

Figure 7: Electricity & Related Water Production by System – 2006 & 2007
    

The electricity and related water sector consumes a significant share of the Sultanate’s gas reserves.  Figure 8 confirms
the quantities of gas used in electricity and related water production in 2006 and 2007.  Sector gas consumption 
increased by 3.4% in 2007, driven by increases in gross electricity and related water production of 6.8% and 26%, 
respectively.     However, the relative changes in inputs (gas) and outputs (electricity and water production) indicate 
further and significant improvement in gas use efficiency.  
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Figure 8: Electricity and Related Water Sector Gas Consumption: 2006 & 2007
 

Forecast growth in electricity and related water demand in the Sultanate suggests the sector will make further demands 
of the Sultanate’s gas reserves to fuel new production facilities.  However, the government has asked the sector to 
research the possible use of alternative electricity generation technologies and the availability, cost and security of 
supply of associated fuels.   It is likely that future IWPP in Oman may not be fuelled by natural gas, but by alternative 
fuels such as Coal, non domestic gas, LNG etc.  This change in fuel policy is expected to increase both electricity and 
related water production costs and electricity subsidy.  

The Authority is coordinating with PAEW on the introduction of Cost Reflective Tariffs for large consumers of electricity
to mitigate the impact on electricity subsidy of using fuels other than domestic natural gas for electricity and related 
water production. 

Production & Supply by Region - 2007

Figure 9 presents the regional distribution of electricity and related water sector activity in 2007.  

Muscat Governorate accounted for a significant proportion of the Sultanate’s electricity and related water sector
activity in 2007:  37% of electricity production, 51% of related water production, 43% of total electricity supply, 31% of 
registered customer accounts and 30% of total (direct and indirect employment).  

There were, however, increases in net electricity production in other regions:  net production in Al Dahirah increased 
by 22% in 2007, Al Wusta by 30%, Dhofar 11%, and Musandam 7%.  Net production in North Batinah increased by 
48% following the commissioning of full power capacity at the Sohar IWPP.  Net electricity production in Al Sharqiyah 
was 5% lower in 2007 than in 2006. The 1.7% reduction in South Batinah reflects lower electricity production at the
AES Barka facility. 

The 21% increase in total related water production in 2007 reflects significant variances in production across regions;
please refer to Table 7 of Annex C for details. Related water production in Al Sharqiyah was 89% lower in 2007 than 
in 2006 (due to privatisation of the Sur Desalination Facility), whereas 2007 water production was 16% higher in 
Musandam, and 17% higher in Al Wusta.
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System Losses

Technical and non-technical losses accounted for 20.9% of total units entering electricity systems in 2007, a slight 
reduction on the 21.4% losses reported in 2006, please refer to Figure 10.

Figure 10: System Losses (technical & non-technical) by Company & System

 

Losses from the Salalah Power System in 2007 were 1.6 percentage points lower than in 2006, Mazoon losses were 
5.6 percentage points lower, a significant reduction.  Muscat, Majan and RAEC losses in 2007 were higher than in
2006, although Majan claim the apparent increase in losses is due to the relocation of system metering in 2007. 

While some degree of technical losses is unavoidable, non-technical losses are a source of inefficiency.  The Authority
has provided Muscat, Majan and Mazoon with details of losses reduction mechanisms that will be included in new 
distribution and supply price controls that come into effect on 1 January 2009.     
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System Peak Demands:  MIS and Salalah Power System

Figure 11 presents monthly peak demands in 2006 and 2007 on the MIS. 

Figure 11: Main Interconnected System Peak Demand- 2006 & 2007

The 2007 MIS peak demand of 2,773MW was 6% higher than the 2006 peak.  MIS peak demand is usually reached 
in June, but in 2006 and 2007 occurred in July.   

Figure 12: Salalah Power System Peak Demand- 2006 & 2007

Salalah Power System peak demand was 9% higher in 2007 than in 2006, 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.  
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New Capacity in 2007

The main development in new electricity and relater water sector capacity in 2007 was the commissioning of the 
electricity and water production capacity of the Sohar IWPP. This facility now provides 585MW of new generating 
capacity and 150,000 m3/day desalination capacity. 

Sector Ownership

The private sector plays a significant and increasing role in the Oman electricity and related water sector. Figure 13
confirms the structure of electricity and related water sector ownership by public and private sector.  

Figure 13: Electricity & Related Water Sector Ownership - 2007 

Following privatisation of the Al Rusail Power Company SAOC in 2007 the private sector accounts for 75% of total 
MIS electricity generating capacity and 60% of MIS desalination capacity.  Private sector participation will increase 
further following the commissioning of early power from the SMN Barka IWPP (expected in 2008) and full power and 
water capacity in 2009.  In 2007 the government initiated a process that will see ownership of the Oman Electricity 
Transmission Company SAOC transfer to the private sector.   

In addition to funding electricity investment from private capital, the privatisation strategy of the government allows 
citizens a share in the benefits of electricity privatisations by requiring initial public offerings of shares through the
Muscat Securities Market. 
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Employment & Omanisation

In November 2007 the Authority initiated its annual survey of electricity and related water sector employment and 
Omanisation.  The survey provides information on direct and indirect (contractor) employment by entity, by grade, by 
regulated activity and region, and nationality (Omani nationals and expatriates).  

Total sector employment (direct and contractor) in the electricity and related water sector is increasing in line with 
demand and output.  Total employment has risen from 5,101 in 2005 to 6,140 in 2007, a 20% increase.  Total sector 
employment was 7.7% higher in 2007 than in 2006, see Figure 14.

Figure 14: Total ERWS Employment by Type and Function – 2006 & 2007

Source: Authority 2007 employment survey

Figure 15 shows the Omanisation share of direct and indirect employment in 2007. 

Figure 15: ERWS Employment & Omanisation - 2007

Source: Authority 2007 employment survey
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Omani nationals accounted for 78% of direct employment in 2007, and 59% of indirect employment. This equates to 
an overall Omanisation rate of 65%, slightly lower that the 69% reported in 2006.  

The Authority’s annual employment survey highlights changes in the underlying composition of electricity and related 
water sector employment: 

 The 7.7% increase in 2007 total direct and indirect employment reflects a 44% increase in direct employment
and a 2% decrease in indirect (contractor) employment.  Licensees appear to be strengthening their in-house 
capabilities (direct employment of Administrative, Supervisory and Managerial grades increased by 25% in 2007) 
and reducing reliance on contracted out services; 

 While 2007 direct employment increased by 44%, Omani nationals accounted for a lower share of direct employment 
in 2007 (a 78% share) compared to 2006 (a 88% share).  This may reflect two factors: first is the limited availability
of experienced and suitably qualified Omani national staff.  Second, licensees need to recruit expatriate staff with
the skills and experience needed to comply with the new planning, operating, supply and performance standards 
to which the electricity and related water sector is now subject; and 

 Muscat, Majan and Mazoon accounted for 46% of the net increase in 2007 total sector employment.  Direct 
employment accounted for 62% of the increase in total Muscat, Majan and Mazoon employment. RAEC 
accounted for 37% of the net increase in 2007 total sector employment.  Figure 16 shows the increase in total 
sector employment by activity in 2007, and in the right hand panel, the Omani national share of total 2007 direct 
and indirect employment. 

Figure 16: Change in Total Employment & Omanisation by Activity - 2007
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Electricity & Related Water Sector Issues - 2007

2006 Annual Report

On 17 September 2007 Members presented the Authority’s 2006 Annual Report to His Excellency the Minister of 
National Economy and His Excellency the Chairman of the Public Authority for Electricity and Water.  The meeting 
discussed issues and challenges facing the electricity and related water sector.  Several of the issues discussed were 
subsequently included in the Authority’s 2008 Forward Work Programme, including decisions for the accelerated 
introduction of digital metering (to facilitate remote meter reading) and the privatisation of the Oman Electricity 
Transmission Company SAOC.  

Audit of Meter Testing Stations

The Authority retained KEMA to audit Meter Testing Stations (including Mobile Meter Testing Stations and Equipment) 
owned or used by licensed suppliers in the Sultanate of Oman.  KEMA was asked to make recommendations for 
meter testing procedures that will inform Metering Regulations to be issued by the Authority pursuant to Article (22) 
paragraph 16 of the Sector Law that will require:

(i) all Meter Testing Stations (including mobile Meter Testing Stations) used by licensees to be registered with the 
Technical Directorate of the Authority; and 

(ii) licensees to provide, on an annual basis to the Technical Directorate of the Authority, confirmation that the
equipment has been tested in accordance with the Metering Regulations. The obligation to arrange and confirm
the annual calibration tests will rest with licensees not the Authority. 

The Authority is in the process of issuing the new Metering Regulations. 

Authorisations

During 2007 the Authority granted three Licence Exemption Orders:

 to the Sharqiyah Desalination Company SAOC (Order No.1/2007) authorising the regulated activities of Generation 
of electricity co-located with the Desalination of water at the same site;

 to Occidental Mukhaizna LLC (Order No. 2/2007) authorising the regulated activities of (i) the combined Generation 
of electricity and Desalination of water; and (ii) the Distribution of electricity; and

 to the Ministry of Defence (Order No. 3/2007) authorising the undertaking of regulated activities other than for self 
supply.

Authority Remuneration

On 7 July 2007 the Authority retained Oman Resources Development Consultants LLC to review the level and 
structure of staff remuneration and make recommendations to ensure remuneration offered by the Authority is in line 
with market conditions. The Consultant's recommendations supported changes to staff remuneration implemented in 
early 2008.  

Authority web site 

On 19 November 2007 the Authority retained Gulf CyberTech to assist with the design, development and implementation 
of the Authority’s new web site.  The new site will be launched in 2008 and will allow information and statistics to be 
downloaded from the Authority’s database.
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Consultation - 2008 FWP

In November 2007 the Authority initiated consultation on its 2008 Forward Work Programme. The Authority responded to 
all consultations received within 30 days and published its final 2008 Forward Work Programme on 31 December 2007. 

Consultation - Salalah IWPP

In February 2007, the Authority initiated public consultation on the introduction of market share and economic interest 
restrictions for the Salalah Concession Area similar to those that apply to the Total System in the north of Oman. The 
consultation sought views on (a) whether investors with economic interests in the Salalah Project Company should be 
allowed to secure direct or indirect economic interests in the Salalah IWPP; and (b) whether investors with economic 
interests in licensees that are part of the Total System should be allowed to secure economic interests in the Salalah 
IWPP.  The Authority received 12 responses to the consultation. The majority of respondents expressed support for 
the Authority’s proposals, two argued against them.

On 7 July 2007 after due consideration and in accordance with its statutory functions and duties, the Authority published 
its response to the consultation and confirmed the following decisions:

(i) the introduction of market share thresholds and economic interest restrictions to support the public interest 
regulation of Regulated Activities in the Salalah Concession Area; 

(ii) that Persons with direct or indirect economic interests in the Salalah Project Company will not be allowed to secure 
any direct or indirect economic interests in the Salalah IWPP; and

(iii) that Persons with direct or indirect economic interests in licensed entities that are part of the Total System would 
be allowed to secure direct or indirect economic interests in the Salalah IWPP subject to a restriction on the 
number of licences in which an investor would have an interest. 

The market share and economic interest restrictions are being implemented through a Condition of the Generation/
Desalination Licence of the Salalah IWPP Project Company.

Disposal of Assets

During 2007 the Authority received applications from various licensees for consent to dispose of assets.  The Authority 
consented to the disposals following confirmation from each licensee that (i) the assets were no longer required to
undertake a regulated activity (ii) the disposals would be conducted in a manner likely to maximise disposal proceeds, 
and (iii) that licensees would coordinate with the Electricity Holding Company to ensure necessary adjustments to their 
fixed asset registers, and that disposal proceeds would be properly accounted for.    

Environmental Issues

On 28 February 2007 the Authority sought reassurances from RAEC about the possible contamination of water used 
to produce desalinated water on Masirah Island.  RAEC pointed to laboratory tests of samples taken from intake wells 
and tests of the integrity of a fuel pipeline on the island, in support of their view that there was no such risk to water 
production. 

In May 2007 the Ministry of Environment and Climate Affairs asked the Authority to confirm if Polychlorinated
Biphenyls (PCBs) were present in transformers and capacitors on licensed transmission and distribution systems. 
PCBs are persistent and potentially toxic chemicals commonly used as cooling fluids in high voltage transformers and
capacitors.  PCBs contain pollutants that can be long lived and that can disperse far from their origin. These pollutants 
can accumulate in body tissue causing various illnesses and were included in the list of banned substances proposed 
by the Stockholm Convention for Persistent Organic Pollutants.  Licensed distribution system operators provided the 
Authority with analyses to confirm transformers and capacitors on their systems had zero PCBs. OETC presented
the results of transformer oil analyses conducted on 16 old power transformers used on the licensed transmission 
network.  OETC’s analysis confirmed that PCBs were present in some equipment but within permissible limits.

Page 23



Incidents

Salalah Blackout – 8 April 2007

On 8 April 2007 at 12:22 hrs the Salalah Power System experienced a total blackout due to the tripping of all six gas 
turbines at the New Power Station (NPS) operated by Dhofar Power Company (DPC). The incident was triggered 
by an interruption to the supply of gas to the NPS the caused a sudden drop in gas pressure.  None of the NPS gas 
turbines managed to switch-over to back-up liquid fuel. Although the gas supply was restored in 9 minutes, it took more 
than 3 hours for DPC to start the NPS and another 3 hours to restore the power system back to normal.

The PWP retained Sinclair Knight Merz (SKM) to investigate the reasons for tripping of the gas turbines, the factors 
that contributed to the excessive delays in restoring the power system back to normal, to identify deficiencies in plant/
procedures and recommend solutions for preventing as far as possible similar occurrences in the future.

SKM made a number of recommendations to help to minimise the occurrence of such severe incidents in the future.  
The Authority hopes DPC will implement these recommendations in the near future.

Wadi Adai Incident – 30 June 2007

On 30 June 2007 the office of the Public Prosecutor informed the Authority that a fatal incident in Wadi Adai had
resulted in the death of a two year old child. The Authority launched an official technical investigation and found
that the child had been electrocuted following contact with a metal section of a water cooler inside the house. An 
earth fault in the electrical wiring had caused the Earth Leakage Circuit Breaker (“ELCB”) to trip the main supply. An 
electrician contracted by MEDC had incorrectly assumed that constant tripping of the ELCB was due to it being faulty 
and not because of an earth fault. The electrician installed a bypass jumper that isolated the ELCB (taking it out of 
service). The Authority’s investigation report was submitted to the Public Prosecutor who brought charges against 
the electrician.  The Court found the electrician guilty of Manslaughter and on 1 January 2008 imposed a fine and a
sentence of six months imprisonment, all but two weeks of which was suspended.

Al Lakbi Incident – 27 August 2007

On 27 August 2007, at 6.30 am a trip of DG # 5 at the Al Lakbi production facility resulted in a sustained interruption 
of electricity supply to customers lasting for around 82 hours.  Full restoration of supply did not occur until 4.00 pm on 
30th August 2007.  The Authority retained PB Power to investigate the technical reasons for the interruption of supplies 
and the overall management of the incident by RAEC.  

The Investigation Report included the following statement: 

''As a result of our investigation we have observed a number of short comings in the process and practices 
adopted by RAEC. We believe that RAEC acting as a reasonable and prudent operator could have and should 
have had measures in place to minimize the risk of the trip occurring and significantly reduce the time taken to
restore electricity supply to customers. The lack of spares for three out five engines raises concerns with regard
to RAEC's spares procurement and management philosophy and replacement procedures. RAEC's approach 
to borrowing spares from existing plant is understandable but not acceptable. RAEC's approach to holding and 
location of strategic spares appears to be ineffective. The Company should immediately review its policy and 
practice in this area.

RAEC was aware that the climatic conditions in which Al Lakbi facility operate increases the likelihood of a trip 
incident such as occurred on 27 August 2007.  Despite this, RAEC appears not to have implemented measures 
expected of a reasonable and prudent operator to mitigate such risks.''
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The Authority invited RAEC to respond to the Investigation Report and explain how it proposed to implement each 
of the report’s recommendations.  RAEC’s response was both detailed and constructive and identified measures the
company had already taken, and that it proposed to take, to implement the Investigation Report’s recommendations. 
The Authority continues to work with RAEC to improve the security of supply to remote rural areas such as Al Lakbi.

Shinas Incident – 27 August 2007

On 27 August 2007, at 10.07 pm a fault on the 132 kV Wadi Jizzi - Shinas line resulted in a sustained interruption 
of electricity supply to customers.  Full restoration of supply did not occur until 1.34 am on 29th August 2007.  The 
Authority retained KEMA to investigate the technical reasons for the supply interruption and investigate the overall 
management of the incident by OETC. The KEMA Investigation Report included the following statement: 

“KEMA’s assessment has identified serious problems in the preparation for and the handling of the incident by
OETC management. We believe it is fair to say that the impact of the incident could have been limited to a 
significant extent if proper preparation was in place and a more prompt and adequate response had followed.
Our review reveals a significant scope for improvement to be achieved in future in order to bring the quality of
operations within OETC to a level in line with what could reasonably be expected from a transmission operator 
operating within the Oman electricity market.”

In light of these conclusions, the Authority published the Investigation Report and issued a formal breach of licence 
notice to OETC in December 2007 requiring, amongst other things, that the 132 kV Wadi Jizzi - Shinas line is n-1 
compliant by April 2009.  

OETC has substantially complied with the notice and the Authority notes and welcomes the improvement in OETC’s 
performance in areas such as strategic planning functions, project management and general regulatory compliance. 

Interconnection Issues

Work continued during 2007 on the construction of an International Interconnection between Oman and the United 
Arab Emirates (Abu Dhabi). The interconnection will be commissioned in 2008 and be part of the GCC grid.

Judicial Authority

In January 2007 the Authority requested the grant of Judicial Authority for certain staff pursuant to Article (148) of the 
Sector Law.  H.E. the Minister of Justice granted the Capacity of Judicial Authority for staff who undertake inspections as 
part of thier duties including Legal Advisors, the Director of Technical Regulation, and various Regulatory Engineers.

PAEW

On 9 September 2007 the promulgation of Royal Decree 92/2007 established a new institution in Oman: the Public 
Authority for Electricity and Water (PAEW).  PAEW assumed all of MHEW’s water sector responsibilities and the 
electricity and related water sector responsibilities assigned to MHEW in the Sector Law.   The law also confirmed the
appointment of HE Mohammed Al Mahrouqi as Chairman of PAEW with the status of Under Secretary.  

Privatisation

(i) In January 2007 the Al Rusail facility transferred to its new owners for a consideration of 50 million RO. The 
successful privatisation of an existing production facility marked an other important milestone in the government’s 
strategy for transferring significant sections of the electricity and related water sector to private ownership;  

(ii) In January 2007 the RAEC Sur desalination facility transferred to its new owners Veolia Eau – Compagnie Générale 
des Eaux, National Power & Water and Veolia Water AMI, the first Independent Water Project of its kind in the
region; and  

(iii) In 2007 the PWP initiated a competition to procure a new Independent Water and Power Project in Salalah. 
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PWP Credit Rating

In October 2007 the ratings agency Moodys assigned the PWP an investment grade credit rating of A2 (stable outlook). 
This is the first of two investment grade credit ratings required by the PWP to allow the withdrawal of direct government
guarantees for independent water and power projects (provided both ratings are retained for two consecutive years).  
The PWP is in the process of securing a second credit rating.

Regulators Meetings

On 13 November 2007 the Chairman of the Authority led a delegation of Authority staff to Dihran in Saudi Arabia for 
the First Meeting of GCC Regulators. 

Renewable Energy

In August 2007 the Authority retained international consultants to identify renewable sources of energy in Oman, and 
assess the potential use of renewable energy for electricity production.  The Authority hopes the results of this study, 
expected in 2008, will assist the process of developing policies to promote and support renewable energy in Oman.  
In terms of scope, the study will:  

(i) cover solar energy, wind, biogas, wave energy and geothermal energy;  

(ii) compare estimates of the cost of electricity produced from renewable energy with fossil fuel (primarily natural gas) 
based electricity generated in Oman; 

(iii) present an assessment of available renewable energy technologies and the Consultant’s view of their technical 
suitability for use in Oman; 

(iv) identify mechanisms to provide financial incentives and assistance for large renewable energy projects in Oman;
and 

(v) make recommendations to support the immediate implementation of small scale renewable energy projects in 
Oman.

The Authority intends to publish the renewable energy study so that persons with an interest in renewable energy in 
Oman can benefit from the research.  

ROP - Emergency Plan

During the course of 2007 the Royal Oman Police and the Authority formed a working group to prepare a new 
Emergency Plan for the electricity and related water sector.   The objective of the Plan is to secure the availability 
of electricity and related water in all parts of the country in accordance with Article 9 of Royal Decree 76/91 of the 
Civil Defence Law.  The Authority ensured the Emergency Plan takes account of the new electricity market structure 
introduced on 1 May 2005.

The Emergency Plan identifies procedures to be followed by competent authorities in situations that pose a risk to the
supply of electricity and related water. The Plan focuses on five risk categories:

(i) Technical incidents (supply interruptions due to technical failure);

(ii) Mechanical incidents (due to unintended faults or incidents);

(iii) Incidents caused by natural events such as cyclones, earthquakes, floods;

(iv) Terrorist incidents (such as explosions, sabotage etc); and

(v) Other types of incidents.  
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For each risk category the Plan identifies specific types of incidents "incident scenarios" and identifies procedures to 
be taken by competent authorities and provides contact details of relevant authorities who are required to be notified. 
The Authority will coordinate with electricity companies on the implementation of the Emergency Plan in 2008.

ROP - Production Facility Security

On 31 January 2007 the Authority hosted a meeting under the auspices of H.E. the Assistant Inspector General 
of Police and Customs to discuss the importance of security at major electricity installations.  The ROP identified
compulsory measures required to be in place at major production facilities in Oman.  These measures include: 

A:   Physical Precautionary Measures

 (i) CCTV Surveillance with digital recording;

 (ii) Controlled Access;

 (iii) Armed Guards;

 (iv) Separation of Administration and Service areas.

B:   Administration Measures

 Policies to ensure security arrangements are appropriate and require continuous evaluations of security risks.  
Policies will stipulate the responsibilities of security personnel and require each facility to nominate a person with 
overall responsibility for security. 

In November and December 2007 ROP and Authority representatives conducted site visits to assess compliance 
with ROP requirements.  The site visits confirmed an acceptable level of security at each facility. ROP made
recommendations for further improvements and the Authority will be working with relevant facilities to implement these 
recommendations during 2008.

Secondment

In October and November 2007 a staff member of the Customer Affairs Directorate was seconded to private electricity 
companies in Honk Kong (Hongkong Electric Co. Ltd) and Australia (Powercor Australia, ETSA Utilities, and Citipower).  
The secondment was very successful, both in terms of the professional development of the individual concerned and 
the experience gained of how issues being dealt with by the Authority are handled in other jurisdictions.   

Seminars

On 22 October 2007 the Authority hosted a seminar for the Public Prosecutors Office. The objective of the Seminar
was to (i) make persons working in juridical authorities in Oman aware of the Sector Law and the new electricity market 
structure; and (ii) highlighted the Authority's role in the determination of disputes and monitoring compliance with the 
Sector Law and licences issued by the Authority. 

State Audit

Between January and March 2007 the Authority received its first audit by the State Audit Institution of Oman. The
Authority responded to 10 audit requisition requests and responded in full to the audit report.   
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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

  

Page 28



ANNUAL REPORT 2007ANNUAL REPORT 2007

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 four licensed suppliers (Muscat, Majan and Mazoon and the RAEC) on an 
annual basis. The Authority undertakes two separate subsidy calculations: the first calculates MIS 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 as the sum of PWP, OETC, and Muscat, Majan and 
Mazoon and RAEC price control Maximum Allowed Revenues (MAR).   Subtracting customer tariff revenue (and other 
income) from the MAR identifies the electricity subsidy requirement in a particular year.  

MIS Subsidy 

Figure 18 presents outturn subsidy in 2007 and the final forecast of MIS subsidy in 2008.     

Figure 18: MIS Outturn Subsidy 2005, 2006, 2007 & 2008 Subsidy Forecast

Outturn MIS subsidy in 2007 was 60.7m RO (6.2 baiza/kWh), 12.7 mRO lower than forecast in our 2006 Annual 
Report.  The lower than expected subsidy in 2007 is explained by several factors, including some over estimation of 
costs, higher outturn growth and tariff revenue and improved rates of revenue collection (details of the Authority's MIS 
subsidy calculation are presented in Annex D).

The Authority's MIS subsidy forecast for 2008 is 71.7 mRO (6.7 baiza/kWh).
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Figure 19 presents outturn MIS subsidy in 2007 by company.  

Figure 19: 2007 MIS Outturn Subsidy by Company

Mazoon accounted for 52% of total MIS subsidy in 2007, Majan 35% and Muscat just 4%. There are significant
differences in the 2007 subsidy required per kWh of each company: Mazoon had the highest requirement at 14.5 
baiza/kWh, Majan had a requirement of 7.7 baiza/kWh, and Muscat a subsidy requirement of just 0.8 baiza/kWh. 

The subsidy required by each company reflects differences in customer mix (69% of Mazoon supply in 2007 was to
Residential customers, compared to 59% for Majan and 49% for Muscat) and differences in the characteristics of 
their distribution systems (the Mazoon system extends to predominantly rural areas. Majan supplies electricity to the 
Sohar Industrial Area, and Muscat benefits from high customer density in the capital area).   The different subsidy
requirements also reflect differences in efficiency.
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Figure 20 presents the Authority’s forecast of MIS subsidy for 2008. 

Figure 20: Subsidy Forecast - Main Interconnected System 2008

The Authority is forecasting MIS subsidy in 2008 of 71.7 mRO, this anticipates further strong growth in output (electricity 
demand) and higher levels of capital expenditure for the reinforcement and expansion of licensed systems. 

The initial OETC, Muscat, Majan and Mazoon price controls were due to expire on 31 December 2007.  The Authority 
extended the controls to 31 December 2008 and derived the 2008 MAR for each company using 2008 estimates of 
capital and operating costs.  The capital allowances of OETC, Muscat, Majan and Mazoon provide over 90 million RO 
of capital investment in 2008 for licensed transmission and distribution systems. The 2008 PWP forecast MAR is 11% 
higher than the 2007 MAR in anticipation of availability and energy payments for early power from the SMN Barka 
IWPP. These figures are a direct reflection of the significant expansion taking place in the electricity and related water
sector.   

Figure 21 presents an underlying measure of MIS subsidy in 2006, 2007 and the subsidy forecast for 2008 assuming 
revenues, costs and efficiency were correctly forecast in each year and returned zero correction factors.    

Figure 21:  Underlying Movement in MIS Subsidy: 2006, 2007 and 2008 Forecast 
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This underlying measure of subsidy shows that the level of MIS subsidy is increasing in response to increased demand 
and output, whereas subsidy per KWh supplied is reducing: forecast underlying subsidy in 2008 is 3% higher than in 
2006, whereas forecast subsidy per kWh in 2008 is expected to be 8% lower than in 2006.  

Underlying economic costs are expected to be 14% higher in 2008 than in 2006.  Permitted Tariff (and other) revenue 
is expected to increase by 18% over the same period. In terms of required subsidy, tariff revenue growth will offset 
some of the increase in economic costs.  Licensed suppliers are working hard to improve the efficiency of revenue
collection (greater scrutiny is now afforded to the performance of meter reading, billing and collection contractors) and 
to reduce technical and non technical losses.  

The Authority sees further scope for improvement in the performance of licensees and expects future efficiency gains
to help constrain MIS subsidy requirements.  However, we have advised the Ministry of Finance that recent policy 
decisions will exert upward pressure on future levels of electricity subsidy:  a decision to underground electricity 
cables in all built up areas will increase subsidy from 2009, as will the decision requiring licensees to fund the cost of 
removing electricity assets from land on which citizen’s had earlier consented to the location of such assets to assist 
economic development. The Authority welcomes and supports these policy decisions, but notes the implications for 
future costs.

The Authority has a duty to ensure the electricity and related water sector complies with and implements policies 
approved by the government.  The Authority will when preparing future subsidy assessments highlight reasons for 
changes in subsidy and attempt to quantify the financial implications of policy decisions.
  
RAEC Subsidy

Figure 22 confirms outturn RAEC subsidy in 2007 and forecast RAEC subsidy in 2008.     

Figure 22: RAEC Outturn Subsidy – 2008 Subsidy Forecast
 

Outturn RAEC subsidy in 2007 was 18.3 million RO or 69.1 baiza/kWh. The Authority is forecasting 2008 RAEC 
subsidy of 19.9 million RO or 68.4 bz/kWh (this includes 462,711 Rial of under recovered subsidy from 2007).  
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RAEC presently operates under a simplified price control mechanism implemented by the Authority in response to
RAEC’s inability to provide information needed to set a full price control.  Under the present mechanism RAEC’s 
MAR is driven by increases in customer accounts (25% of revenue) and increases in units supplied (75% of revenue).  
RAEC has a strong incentive to provide supporting information to the Authority if it believes MAR (and subsidy) is not 
sufficient to remunerate its costs.  Following recent changes in management, the Authority is confident RAEC will
provide the required information during 2008 that will allow a revised price control to be implemented with effect from 
1 January 2009.  

In determining RAEC subsidy for 2008 the Authority has again set RAEC a tariff revenue target of 14.5 baiza/kWh 
(RAEC failed to meet this target in 2007) and has applied 2008 growth assumptions for increases in customer accounts 
and kWh supplied of 6% and 10%, respectively. The 2008 RAEC subsidy calculation is presented in Annex D.  

Comparison of 2007 Subsidy by Company

Figure 23 presents a comparison of subsidy provided to Muscat, Majan, Mazoon and RAEC in 2007 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 23: 2007 Subsidy Comparisons

Figure 23 confirms the significant extent to which RAEC customers continue to benefit from subsidy: on average
RAEC customers received over 1,000 RO in subsidy in 2007, significantly higher than the average subsidy provided to
customers of other companies even allowing for differences in the cost of fuel used to generate electricity.   

Subsidy required by Muscat has reduced considerably since 1 May 2005. The Authority notes that if Muscat is able to 
meet the losses reduction targets set by the Authority and its largest customers are offered Cost Reflective Tariffs, the
company may at some future time not require subsidy to support its regulated activities. 
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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 24 presents details of the present Permitted Tariffs for different customer categories, and Permitted Tariff fees 
for the disconnection and reconnection of customer accounts.  

Figure 24: Permitted Tariffs

No new Permitted Tariffs, or tariff modifications, were implemented in 2007.  The Authority has completed research
and analysis to support the design and development of Cost Reflective Tariffs for large consumers of electricity that
we hope will be implemented in 2008. 
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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 are appointed by the Council of Ministers for three year terms. The 
Members are: 

  Dr Saleh Mohammed Al-Alawi - non-executive Member (a part time appointment);
  Amur Mubarak Al Kiyumi - non-executive Member (a part time appointment); and
  John Cunneen - Executive Director and Member (a full time appointment)

Members are collectively responsible for managing the Authority’s affairs and for ensuring the Authority fulfils all of its
statutory functions and duties.  Figure 25 shows the 2007 schedule of Member meetings.     

Figure 25: Member Meetings in 2007

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 26 presents the 2005, 2006, 
2007 and 2008 licence fees collected for each regulated activity and the number of Licence Holders by activity.  

Figure 26: Licence Fees

Page 35



Regulatory Costs

The Authority has a duty to minimise the regulatory burden on electricity and related water sector entities, and to 
ensure the cost of regulating the sector is not excessive.   The Authority views this as an important obligation, and 
when planning its activities affords careful attention to the cost of each regulatory action.  Figure 27 presents an 
assessment of the present magnitude of regulatory costs. 

Figure 27: Regulatory Costs

The cost of regulating the electricity and related water sector in 2007 was: 

 less than one fifth of one percent of total sector turnover, or

 around 2 Rial Omani per customer account; or 

 a tenth of a Baiza per kWh supplied. 

These indicators compare favourably with benchmark regulatory costs in other jurisdictions.  However, the Authority 
is undergoing a significant expansion that will see an increase in staff numbers to provide for closer and more active
scrutiny of licensee compliance.  The Authority will seek to constrain increases in regulatory costs by improving the 
productivity and performance of its regulatory functions.
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Customer Affairs Directorate

The Customer Affairs Directorate is responsible for ensuring customer interests are afforded due consideration by the 
Authority.  The Directorate approves and monitors Licensed Suppliers’ codes of practice that are designed to ensure 
customers are treated fairly, and that provide options for seeking recourse when there are disputes.  

In 2007 the Directorate:

(i) approved Efficient Use of Electricity Code of Practice that provide guidance on the efficient use of electricity and
contain simple and practical measures to help reduce customers’ electricity use; 

(ii) undertook a joint campaign with the Oman Association for Consumer Protection to promote customer awareness 
programs and identify issues affecting electricity customers; and 

(iii) provided assistance and support to Licensed Suppliers on the preparation of revised meter reading, billing and 
collection contracts. 

In 2007, the Authority issued two Customer Complaint Determinations;

 the first Complaint related to a request by a Licensed Supplier that a Customer repay unbilled revenue attributable
to a faulty meter between July 2005 and December 2005. The Authority noted that the payment demanded by 
the Licensed Supplier appeared high compared to the average monthly electricity bills of the Customer, and 
required the Licensed Supplier to calculate under-recovered revenue based on the Customer’s average monthly 
consumption between July and December 2004; and

 the second Complaint related to a request by a Licensed Supplier that the Customer repay unbilled revenue 
attributable to unbilled electricity consumption between January 1999 and October 2004.  The Authority determined 
that the Customer’s liability for unbilled revenue should not exceed 12 months.

 
Analysis of Customer Complaints 

The Directorate received over 50 customer complaints in 2007, a 66% increase on the number of complaints received 
in 2006. Figure 28 presents an analysis of the issues that were the subject of customer complaints in 2007.  

Figure 28:  Customer Complaint Issues - 2007

Source: Authority Customer Complaint database

Billing issues accounted for 58% of total customer complaints in 2007, with most Billing complaints relating to concerns 
about High Billing. Requests to relocate electricity assets (poles, transformers, and substations) accounted for 12% of 
complaints in 2007, Disputed Meter Readings 10% of complaints, and Meter Tampering issues 8% of complaints.  
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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 
setting and monitoring RPI-X price controls, and reviewing and approving electricity and related water bulk supply 
tariffs.  The 2008 bulk supply tariffs approved by the Authority in 2007 are presented in Figure 29.  

Figure 29: 2008 Approved Electricity & Related Water Bulk Supply Tariffs
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Cost Reflective Tariffs

Last years report outlined work by the Directorate to assist the preparation of Cost Reflective Tariffs for large consumers
of electricity.  The Authority identified the outline structure of Cost Reflective Tariffs shown in Figure 30.

Figure 30: Cost Reflective Tariff Structure

During 2007 KEMA were retained to undertake more detailed analysis of the characteristics and cost of Supply to 
customers at different voltage levels.  KEMA made a number of detailed recommendations relating to the design and 
structure of Cost Reflective Tariffs at different voltages, these recommendations are summarised in Figure 31.

Figure 31:  Recommendations for Cost Reflective Tariff Structures by Voltage

The Authority is preparing Permitted Tariff regulations, in accordance with Articles (10) and (11) of the Sector Law, to 
facilitate the introduction of Cost Reflective Tariffs.   The regulations will stipulate requirements for digital metering and
will implement KEMA’s recommendations for different tariff structures by voltage.   

Cost Reflective Tariffs will facilitate the direct pass through of changes in the cost of electricity Supply to electricity
customers, including changes in the cost of fuel used for electricity generation.  While this exposes customers to the risk 
of higher electricity purchase costs it will mitigate the effect of increases in electricity supply costs on electricity subsidy 
and provide customers with strong incentives to reduce electricity consumption and improve energy efficiency.  
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Technical Directorate 

The Technical Directorate is responsible for approving technical standards and for monitoring compliance with Industry 
Codes, planning and operating standards, and Oman Electrical Standards. The Directorate represents the Authority 
on the Grid Code and Distribution Code Review Panels and plays a lead role in technical and health and safety 
investigations. 

During 2007 the Directorate: 

 Represented the Authority in incident investigations including the Salalah system blackout that occurred on 8 April 
2007, the Shinas and Al Lakbi Incidents, and the Wadi Adai fatal incident investigation; 

 Engaged international consultants to identify sources of renewable energy in the Sultanate of Oman and undertake 
initial technical and economic assessments of the potential use of renewable energy for electricity production;

 Engaged KEMA to test and calibrate Meter testing stations used by Licensed Suppliers in accordance with 
international standards;  

 Reviewed and approved Grid Code and Distribution Code amendments proposed by the code review panels;

 Reviewed and approved Health & Safety and Environmental Policies of licensed transmission and distribution 
system operators and conducted health and safety audits of OETC grid sub stations;

 Participated in meetings of the working group established by the Authority and the Royal Oman Police tasked with 
preparing revised Emergency Procedures for the sector.  Also participated in the site visits to Licensed Production 
Facilities to assess compliance with ROP security requirements; and

 Engaged an international consultant to conduct MIS voltage stability studies for 2008 and 2009.  The findings and
recommendations of the study were passed to and discussed with OETC.

Grid Code Review Panel

The Grid Code Review Panel (GCRP) met 4 times during 2007, see Figure 32.  

Figure 32:  Grid Code Review Panel Meetings in 2007

In February 2007 the Authority approved an amendment to the section of the Grid Code relating to Significant Incidents. 
No new Contractor or Product Approvals were issued by the GCRP during 2007.

Distribution Code Review Panel

The Distribution Code Review Panel (DCRP) met on 4 occasions during 2007 on the dates shown in Figure 33. 

Figure 33: Distribution Code Review Panel Meetings in 2007

During 2007 the DCRP issued 8 new Product approvals and 43 Contractor approvals and renewals.   

Page 40



ANNUAL REPORT 2007ANNUAL REPORT 2007

Emissions Monitoring

The Technical Directorate plays a lead role in ensuring licensees comply with the environmental compliance 
requirement of their licenses. In 2006 the Authority retained Advantica to identify cost effective solutions for monitoring 
emissions to air at the Al-Ghubrah, Manah, Al-Rusail, and Wadi Al-Jizzi production facilities. Advantica provided 
detailed recommendations for each facility.  

The eight Frame 9E gas turbines at the Al Rusail facility were identified as significant sources of NO2 and CO2
emissions with significant remaining design life.  Advantica recommended an online Parametric Emissions Monitoring
(PEM) System as the cost effective monitoring solution for Al Rusail.  PEM solutions are internationally recognised 
systems that qualify as ‘fit for purpose best practise’ under stationary source permit authorisations in many jurisdictions,
including Europe (IPPC and LCPD) and the US (EPA).  

Following privatisation of the Al Rusail facility in 2007, the new owners have installed a PEM system in compliance with 
a directive issued by the Authority based on Advantica recommendations. 

Figure 34 presents screenshots taken from the PEM system installed at Al Rusail that highlight the scope and detailed 
nature of emissions monitoring now in place at the facility.  

Figure 34:  Parametric Emissions Monitoring at Al Rusail

Source: Al Rusail Power Company SAOC 

The PEM system calculates emissions continuously using real-time plant performance parameters supplied by the 
plant Speedtronic control systems, including gas path parameters, variable load profiles, ambient corrections, and
automated electronic reporting. The PEM system provides a comprehensive and transparent audit trail of emissions 
and output on a unit by unit basis.  

The installation of the PEM system at Al Rusail confirms the steps being taken by the Authority to ensure the electricity
and related water sector satisfies its environmental compliance obligations.  
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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 
Licence Holders and Exemption Holders. The Directorate is also responsible for maintaining the Public Register. 

During 2007 the Directorate:

 Reviewed an application for a Licence Exemption submitted by the Sharqiyah Desalination Company SAOC prior 
to the grant of Licence Exemption Order No.1/2007; 

 Reviewed an application for a Licence Exemption submitted by Occidental Mukhaizna LLC prior to the grant of 
Exemption Order No.2/2007;

 Reviewed an application for a Licence Exemption submitted by the Ministry of Defence prior the grant of Exemption 
Order No.3/2007;

 Reviewed an application submitted by PDO for the supply of power to two locations which were not covered by its 
Licence Exemption Order No. 9/2005. The Authority confirmed its consent for PDO to supply electricity to each of
the requested locations; and

 The Directorate reviewed applications submitted by Tractable Parts and FZE relating to a change of control of:

 (i) The Generation and Desalination Licence held by the Sohar Power Company SAOC; and 

 (ii) The Generation Licence held by the United Power Company SAOG.

After conducting a full review the Authority concluded that both the United Power Company SAOG and Sohar Power 
Company SAOC would remain Appropriate Persons after the change of control, and confirmed consent for the change
of control of each licensee.
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 Annex A: Audited Financial Statements

 Annex B:   Authorised Entities

 Annex C:   Electricity & Related Water Sector Statistics

 Annex D:   Electricity Subsidy Calculations
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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 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: Generation and Desalination & Transmission; 
Dispatch; Distribution; and Supply of electricity & bulk supply of 
desalinated water  

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: Generation of electricity and Desalination of 
water   

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: Generation of electricity and Desalination of 
water  

Sohar Power Company SAOC 
Regulated Activity: Generation of electricity and Desalination of 
water  

Oman Power and Water Procurement Company SAOC 
Regulated Activities: Demand forecasting, capacity procurement; 
bulk supply of electricity and water, & counterparty to the Salalah 
Concession Agreement

Page 64



ANNUAL REPORT 2007ANNUAL REPORT 2007

LICENCE EXEMPTION HOLDERS 

Sohar International Urea Chemical Industries SAOC 
Regulated Activity: Generation of electricity and Desalination of water 

Sohar Refinery Company LLC
Regulated Activity: 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  

Oman India Fertiliser Company SAOC 
Regulated Activities: 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 Activities: the Distribution of electricity  

Oman Refinery Company LLC 
Regulated Activity: Generation of electricity and Desalination of water; the 
Distribution; and the Supply of electricity to Premises

Oman LNG LLC
Regulated Activity: 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; Distribution of electricity     

Sohar Aluminium Company LLC
Regulated Activity: Generation of electricity and Desalination of water; the 
Distribution; and the Transmission of electricity 

Sharqiyah Desalination Company SAOC
Regulated Activity: Generation of electricity and Desalination of water  

Occidental Mukhaizna
Regulated Activity: Generation of electricity and Desalination of water; and 
the Distribution of electricity  

Ministry of Defence
Regulated Activity: Generation of electricity for sale to PWP.
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ANNEX C:  ELECTRICITY & RELATED WATER SECTOR STATISTICS
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