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GlOSSARy OF tERMS

Bulk Supply Tariff Tariffs charged by PWP and RAEC for bulk supplies of electricity and water, where such    
 tariffs are calculated each year and approved by the Authority;

Cost-Reflective Amounts charged by a Licensed Supplier for Supply where no Permitted Tariff  
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

ERWS                                   Electricity and Related Water Sector

GCCIA Gulf Cooperation Council Interconnection Authority

I(W)PP and IPP Independent Power and Water Project

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

Majan The Majan Electricity Company SAOC

Mazoon The Mazoon Electricity Company SAOC

MAR Maximum Allowed Revenue

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 as amended by Royal Decree 59/2009

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 as amended
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CHAIRMAN’S FOREWORD

It is my pleasure to present the Authority’s Annual Report for 2010.  In another busy and 

challenging year for Oman’s electricity and related water sector, the sector secured significant 

increases in output and services in response to the Sultanate’s growing electricity and 

water requirements and made further progress to improve efficiency in several key areas.                            

I summarise below some of the developments covered in our 2010 report: 

Cyclone Phet hit the east coast of Oman on 4 June 2010 bringing hurricane-force winds and localized flooding. Thankfully 

the cyclone had only a short lived impact on electricity Supply: on 1 June 2010 MIS system peak demand reached what 

was to be the high point for the year of 3,613MW but by 5 June had fallen to 2,308MW, recovering steadily thereafter. 

The Authority commends the way Licensees responded to minimize the impact of the cyclone for their Customers.   The 

Authority also commends the prompt actions of the Royal Oman Police to move citizens away from areas at risk, actions 

that we believe helped to minimise the human impact of the cyclone;

The number of electricity Customer accounts in the Sultanate increased by 7.4% in 2010 from 630,767 in 2009 to 677,668.  

Since the 2005 restructuring the sector has added 147,417 new electricity customer accounts, an increase of 28%;

Total electricity Supply in 2010 reached 16.1 TWh, 11.4% higher than in 2009.   Since 2005 total electricity Supply to 

Customers has increased by 6.6 TWh, an increase of 70% at an annual average rate of growth of around 14%.  There was 

particularly strong growth in 2010 in the electricity demands of Commercial and Industrial Customers;

Electricity intensity (MWh per account) continues to increase and in 2010 reached 23.8 MWh, 3.7% higher than in 2009, 

and 32.6% higher than in 2005;

Gross electricity generation in 2010 reached 19.8 TWh, 7.4% higher than in 2009.  Total related water production increased 

by nearly 23% to 139.1 million m³ following the commencement of full water production at the SMN Barka IWPP.   The 

specific gas consumption of MIS connected facilities declined to 325 Sm3/MWh in 2010 from 329 Sm3/MWh in 2009;

Total electricity and related water sector employment (Direct and Contractor employees) was 1% lower in 2010 than 

in 2009, reflecting a 7% increase in Direct employment (from 1,965 to 2,097) and a 4% decline in Indirect employment 

(4,529 to 4,328).    Total sector employment in 2010 was 26% higher than in 2005 with an Omanisation rate of 61%;

I am particularly pleased to report a significant reduction in total (technical and non-technical) losses that declined 

from 19% of total units entering electricity systems in 2009 to 16% in 2010.  All three market segments achieved losses 

reductions in 2010: MIS losses declined from 19.1% to 16.2%, RAEC losses declined from 10% to 9%, and Salalah Power 

System losses fell from 19.2% to 15.9%.  For the MIS alone the value of the 2010 reduction in losses is around 5 million RO. 

The cumulative value of MIS losses reductions since 2004 is a little under 12 million RO, and in present value terms  the 

value of MIS losses reduction in 2010 is around 81 million RO, using a discount rate of 6%. These figures take no account 

of possible savings in infrastructure investment that would further increase the economic benefits of losses reductions.  

The Authority is pleased with the downward trend and accelerated pace of losses reduction and will continue to motivate 

licensees to secure further improvements in this area;

The Authority issued 54 Customer Complaint Determinations in 2010 (10 of which were determined in December 2009), 

59% in favour of Customers and 41% in favour of Licensees;

i.

ii.

iii.

iv.

v.

vi.

vii.

viii.



7

In 2010 the sector was busy ensuring sufficient contracted capacity will be available to meet future demands.  For 

example, construction of the Sohar II & Barka III IPPs progressed throughout 2010, IPPs that when fully commissioned 

in 2013 will provide a total of 1,500MW of MIS contracted capacity.  Work on Salalah’s first IWPP also progressed in 2010 

and when fully commissioned will provide 445MW and 15 million imperial gallons per day for the Salalah region.  RAEC 

commissioned 26MW of diesel capacity at a new production facility in Al Duqm;

The electricity sector benefited from 168 million Rial Omani of support from the Ministry of Finance in 2010: 111.8 million 

Rial Omani of MIS subsidy, 19.7 million Rial Omani of RAEC subsidy and 25.2 million Rial Omani of financial support for 

the Salalah System;

Electricity licensees approved 259 transmission and distribution related projects in 2010 with a total value of 217 million 

Rial Omani, projects that will support the provision of electricity services in all of the Sultanate’s regions;

The Authority issued its first Regulatory Accounting Guidelines (RAG) in 2010 requiring two Licensees to prepare 

Regulatory accounts, in addition to their statutory accounts. RAG were the Authority’s response to different 

interpretations of accounting standards applied by different auditors, particularly in relation to IFRIC 4 and IAS 17.  The 

Regulatory accounts were made available to the Capital Market Authority (CMA) in the hope they would assist decisions 

relating to the distribution of dividends to Omani shareholders who had participated in an IPO, a matter entirely under 

the jurisdiction of the CMA. The Authority is pleased the Regulatory accounts proved helpful in this regard and helped 

also to preserve the financial transparency of electricity and related water sector transactions;

The Authority has a duty to ensure the costs of regulating the electricity and related water sector are not excessive and 

do not impose undue burdens on Customers or licensees. Our 2010 expenditure was equivalent to 2.5 Rial Omani per 

Customer account, less than one tenth of one baiza per kWh Supplied and around 0.2% of total electricity and related 

water sector turnover, metrics we believe compare favourably to international benchmarks of regulatory costs; and

In 2010 Hassan Mohamed Taqi, our Director of Economics and Financial Affairs, completed an MSc in Economic Regulation 

and Competition at City University, London, passing with Distinction, an excellent result for which we offer Hassan our 

sincere congratulations.  Abdulwahab Al Hinai of the legal section commenced a 1-year LLM masters programme at 

King’s College London; and Ibrahim Al Harthi, Deputy Technical Director (acting), completed a three month secondment 

with Italian transmission system operator Terna SpA in Rome.  These developments are confirmation of the Authority’s 

commitment to the professional development of our Omani staff. 

Further details of these and other electricity and related water sector developments in 2010 are presented in this the 

Authority’s sixth Annual Report.

On behalf of the Authority’s Members and staff I must express our sincere 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

ix.

x.

xii.

xi.

xiii.

xiv.
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Electricity & Related Water Sector Activity and Statistics

Customer Accounts: 2009 and 2010

Registered electricity customer accounts in the Sultanate increased from 630,767 in 2009 to 677,668 in 2010, a 7.4% increase 
following a 5.6% increase in 2009.   Between 2005 and 2010 electricity customer accounts in Oman increased by 147,417, an 
increase of 27.8% at an annual average rate of growth of 6.3%. 

MIS customer accounts increased by 7.5% in 2010 (5.5% in 2009), RAEC customer accounts by 7 % (7.4 % in 2009) and Salalah 
system accounts by 7.2% (6.2% in 2009). Figure 1 and Table 1 of Annex C provide further details of Customer Accounts.

Figure 1: Registered Customer Accounts by Company – 2009 & 2010
 

The MIS contributed to 89% of the total increase in accounts (86% in 2009), RAEC for 3% of the increase (4% in 2009) and 
DPC 8.4% (10% in 2009).   Muscat, Majan and Mazoon accounted for 32%, 25% and 43%, respectively, of the increase in MIS 
customer accounts in 2010.

Residential customers accounted for 73% of the 46,901 increase in total accounts, and Commercial accounts for 23% of the 
increase. Government accounts accounted for around 4% of all new accounts in 2010.
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Electricity Supply: 2009 and 2010

Total electricity Supply in the Sultanate in 2010 reached 16.1 TWh, an 11.4% increase on the 14.5 TWh supplied in 2009.   
2010 MIS Supply increased by 11.1% reflecting increased Supply by Muscat, Majan and Mazoon of 7.7%, 20.4% and 9%, 
respectively.  RAEC Supply in 2010 was 14.2% higher than in 2009 and Supply from the Salalah Power System 14% higher. 
Between 2005 and 2010 total electricity Supply to customers in Oman increased by 6.6 TWh, an increase of 70% at an annual 
average rate of growth of around 14%.

Figure 2 and Table 2 of Annex C provide further details of electricity Supply

Figure 2: Electricity Supply by Company – 2009 & 2010

 

Strong growth in Supply by Majan reflects the increased electricity demands of Industrial and Commercial customers in the 
Sohar area: in 2010 Supply to Industrial customers was 65% higher than in 2009 and Supply to Commercial customers 25% 
higher.  Industrial and Commercial customers accounted for 40% of total Majan Supply in 2010, compared to 34% in 2009.

Figure 3 presents electricity Supply by tariff category for each of the three market segments in 2009 and 2010.  While 
Residential customers accounted for 52% of total Supply in 2010:  54% of MIS Supply, 50% of RAEC Supply and 38% of Supply 
from the Salalah Power System, Commercial and Industrial customers registered strong growth in electricity demand and 
higher shares of total Supply.  Commercial and Industrial customers accounted for 31% of total Supply in 2010 compared to 
23% in 2005. 

Supply to public sector accounts (Government and Ministry of Defence facilities) accounted for 15.6% of total Supply in 2010, 
continuing the downward trend noted in previous reports (19.1% in 2006, 17.3% in 2007, and 16.4% in 2008, and 15.9% in 
2009), a trend that reflects higher rates of growth in Supply to private sector Customers.
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Electricity Supply per Account: 2009 and 2010

There were further increases in 2010 in electricity intensity (measured by MWh per account).  Average intensity increased by 
3.7% from 23 MWh in 2009 to 23.8 MWh in 2010, please refer to Figure 4 and Table 3 of Annex C for further details.  Electricity 
intensity increased in most tariff categories, market segments and regions, confirming a general increase in electricity 
intensity throughout the Sultanate.  

Figure 4: MWh Supplied per Registered Account – 2009 & 2010

The 11.6% increase in electricity intensity for Majan reflects strong growth in Supply to large Industrial and Commercial 
customers in 2010.

Since 2005 average intensity per account has increased by 5.9 MWh, from 17.9 MWh to 23.8 MWh, an increase of 32.6%.  The 
Authority does not consider intensity increases of this magnitude to be sustainable and is considering what more could and 
should be done to incentivize customers to consume electricity efficiently. The Authority intends to make representations to 
PAEW to support the introduction of policies to promote energy efficiency.

Electricity and Related Water Production – 2009 & 2010

Total gross electricity generation in 2010 reached 19.8 TWh, 7.4% higher than in 2009. Net electricity generation (including 
PWP and RAEC purchases) at 19.2 TWh was 7.5% higher than in 2009. 

Total gross related water production in 2010 increased by nearly 23% to 139.1 million m³ whereas net related water 
production increased by 14.4% to 130.2 million m³.  These increases in related water production reflect the commencement 
of full related water production at the SMN Barka IWPP.

MIS gross generation increased by 7.2% in 2010, RAEC generation for rural systems by 12.3% and generation for the Salalah 
Power System by 9%. 

2010 MIS gross related water production was 23% higher than in 2009 due to the contribution of water produced at the SMN 
Barka IWPP. RAEC gross related water production in 2010 was 5% higher than in 2009.

Figure 5 and Table 6 of Annex C present further details of gross and net electricity and related water production in 2010.
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Figure 5: Electricity & Related Water Production by System – 2009 & 2010

 

Gas Consumption: 2010

Electricity and related water Production Facilities consumed 6,284 million Sm3 of natural gas in 2010, 6% more than in 2009 
reflecting increases in gross electricity and related water production from gas fuelled facilities of 7.2% and 23%, respectively.
The average efficiency of gas used for electricity and related water production continues to improve: the specific gas 
consumption of MIS connected facilities declined from 439 Sm3/MWh in 1995 to 329 Sm3/MWh in 2009, and in 2010 declined 
further to 325 Sm3/MWh. 

Figure 6 presents details of gas consumption at major production facilities in 2009 and 2010.
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Figure 6: Gas Consumption at Major Production Facilities: 2009 and 2010

 

The Authority expects gas use efficiency to improve further following the commissioning of the Salalah IWPP in 2011 
and new IPP capacity in Barka and Sohar in 2012, facilities that will deploy fuel efficient combined cycle technology.

Electricity & Related Water Sector Activity by Region: 2010

Figure 7 presents details of the regional distribution of electricity and related water sector activity in 2010.   

As in previous years, Muscat Governorate accounted for a significant share of the Sultanate’s electricity and related water 
sector activity in 2010: 30% and 35% of gross electricity and related water production, respectively, 39% of total electricity 
Supply and 30% of registered accounts. However, Muscat Governorate’s shares of sector activities were lower in 2010 than 
in 2009 reflecting increased activity in other regions.  For example, in South Batinah gross electricity production was 33% 
higher than in 2009 and gross related water production 114% higher following the commencement of water production at 
the SMN Barka IWPP.  Electricity generation in Dakhliyah and Dhofar regions was 26% and 10% higher, respectively.  
 
Increased electricity and related water sector activity across regions reflects the government’s policy commitment to 
promote economic development in all regions of the Sultanate. The electricity and related water sector has a responsibility 
to ensure electricity is available to sustain and support this policy.
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System Losses

Technical and non-technical losses accounted for 16% of total units entering electricity systems in the Sultanate in 2010, 
a significant improvement on the 19% losses in 2009.  All three market segments achieved losses reductions in 2010: MIS 
losses declined to 16.2% from 19.1% in 2009, RAEC losses declined to 9% from 10% in 2009, and Salalah Power System losses 
fell to 15.9% in 2010 from 19.2% in 2009.

The Authority views total system losses as a key performance indicator of efficiency and welcomes the downward trend and 
accelerated pace of losses reductions.  Figure 8 confirms annual reductions in MIS losses since 2005 and the Authority’s MIS 
losses target for 2011 that we now expect licensees to meet.

Figure 8: MIS (technical and non-technical) Losses 1997 to 2010, 2011 Losses Target  

 

Source: Pre restructuring data from MHEW reports, post restructuring data from the Authority

Between 1997 and 2004 (pre-restructuring) MIS equivalent losses increased steadily from 17.4% to 24.6%. Over the same 
period, electricity purchases (net MWh entering systems) increased by 70% and Supply to customers by 55%.  Had the trend 
increase in MIS losses between 1997 and 2004 continued through to 2010, MIS losses in 2010 would have reached 30%, 
around fourteen percentage points higher than actual MIS losses in 2010. Between 2004 and 2010 MIS losses fell from 24.6% 
to 16.2%, a 29% reduction in the losses rate whereas electricity purchases increased by 63% and Supply to customers by 81% 
over the same period. Figure 9 summarises these performance measures pre and post electricity sector restructuring.
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Figure 9: Change in MIS Purchases, Supply and Losses rate pre and post restructuring

 

                          Source: Pre restructuring data from MHEW reports, post restructuring data from the Authority

The Authority considers the significant progress made in reducing losses to be as a direct result of the electricity sector 
restructuring.  In addition to confirming improved efficiency  losses reductions are of considerable economic benefit in terms 
of the value of achieved and future cost savings.  Assuming the marginal benefit of losses reduction is 10 RO per MWH, the 
reduction in MIS losses from 19.1% in 2009 to 16.2% in 2010 returned benefits of around 5 million RO.  The cumulative value 
of MIS losses reduction benefits since 2004 is a little under 12 million RO, and in present value terms the benefit of  losses 
reduction in 2010 is around 81 million RO, using a discount rate of 6%.  These figures take no account of possible savings in 
infrastructure investment, savings that would significantly increase the future value of losses reduction benefits.  

The Authority has set an intermediate 2011 MIS losses target of 14%, this is shown in Figure 8. From 2009 the new price 
controls of Muscat, Majan and Mazoon strengthened incentives to reduce losses as Licensees would not receive subsidy 
for actual losses above agreed benchmarks.  Licensees have a clear and strong incentive to reduce losses as they retain the 
financial benefits of reducing actual losses by more than the benchmark amounts but are penalised if they fail to meet the 
benchmarks. 

The Authority has a long term target for MIS technical losses of 7% to 9% and is working to set new losses benchmarks for 
new Muscat, Majan and Mazoon price controls that will commence on 1 January 2012.
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System Peak Demands:  MIS and Salalah Power System in 2009 and 2010

Figure 10 presents monthly MIS peak demands in 2009 and 2010.

Figure 10: Main Interconnected System Peak Demand - 2009 & 2010

Figure 11 presents Salalah Power System monthly peak demands in 2009 and 2010.

Figure 11: Salalah Power System Peak Demand - 2009 & 2010
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New Capacity in 2010

Whilst no new contracted capacity was commissioned in 2010 significant progress was made to ensure sufficient contracted 
capacity will be available to meet future demands: 

1. 

2.

3.

Electricity & Water Sector Ownership in 2010

In 2010 the Electricity Holding Company SAOC increased its shareholding in Dhofar Power Company SAOG to 98.1% leaving 
just 1.9% of DPC shares traded on the Muscat Securities Market.  EHC’s increased shareholding is assisting the restructuring 
of the Salalah Concession Agreement that from 2012 will be fully aligned with the market structure elsewhere in Oman.

 
Figure 12: Electricity & Related Water Sector Ownership - 2010 

 

The ownership structure of the electricity and related water sector at the end of 2010 is as shown in Figure 12.

 For the MIS, construction of the Sohar II & Barka III IPPs progressed throughout 2010. These IPPs are scheduled to be 
commissioned on a phased basis in 2012 and 2013 and when fully commissioned will provide a total of 1500  MW of 
MIS contracted capacity.  During 2010 the PWP launched a competition for a new IPP to be located in Sur. The Sur IPP 
will provide 400MW of capacity in 2013 and up to 2,000MW in 2014 when fully commissioned;   

Construction of Salalah’s first IWPP progressed in 2010.  When fully commissioned in 2013 the IWPP will provide           
445 MW of generation capacity and 15 million imperial gallons per day of desalination capacity.  By 2012 Salalah Power 
System contracted capacity will reach 701 MW with a possible further 100MW available from a PDO interconnection.

For further details of MIS and Salalah Power System demand forecasts and contracted capacities please refer to the PWP’s 
7-year statement (issue 5) available on www.omanpwp.co.om

RAEC continues to expand its operations in rural areas and in 2010 commissioned 26MW of new diesel capacity at 
phase 1 of a new production facility in Al Duqm. 
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Approved Projects and Capital Expenditure: 2010

Licensed system operators (OETC, Muscat, Majan, Mazoon and RAEC) approved 259 projects in 2010, with a total value of 
216.6 million RO.  Figure 13 presents details of approved projects by Licensee, region and value.

Figure 13: Project Approvals by Licensees in 2010

OETC accounts for 68% of approved projects by value, the highest share of all Licensees reflecting significant investment in 
transmission system expansion and reinforcement needed to connect new Production Facilities.  Muscat and Majan each 
accounted for 9% of projects by value, Mazoon 8.4% and RAEC 5.5%.

In terms of regional investment, the 58.5 million RO of investment in the Muscat region accounts for 27% of total approved 
projects by value.    

All regions will benefit from the electricity sector investments approved by Licensees in 2010 in line with the widespread 
scope of electricity related activities throughout the Sultanate.
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Employment & Omanisation: 2009 and 2010  

The Authority undertakes an annual survey of electricity and related water sector employment and Omanisation. This section 
presents information from the 2010 survey on Direct and Indirect (contractor) employment by entity, by grade, by regulated 
activity and region, and nationality (Omani nationals and expatriates).

Total (Direct and Indirect) employment has increased from 5,101 in 2005 to 6,425 in 2010, a 26% increase.   2010 Direct 
employment of 2,097 was 7% higher than in 2009, whereas 2010 Indirect employment declined from 4,529 in 2009 to 4,328, 
see Figure 14.

Figure 14: Total ERWS Employment by Type and Function – 2009 & 2010

Source: Authority 2010 employment survey

Figure 15 shows the Omanisation share of Direct and Indirect employment in 2010. 

Figure 15: ERWS Employment & Omanisation – 2010 

Source: Authority 2010 employment survey
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Omani nationals accounted for 83% of total Direct employment in 2010 (the same percentage as in 2009), and 51% of 
Indirect employment equating to a sector Omanisation rate of 61%, 3 percentage points lower than the 64% Omanisation 
rate reported in 2009.

The Authority’s annual employment survey highlights changes in the underlying composition of electricity and related water 
sector employment, see Figure 16:

Direct employment accounted for 33% of total sector employment In 2010, and Indirect employment 67%.  There was a 
net decline in total employment of 69 in 2010. 83% of the increase in Direct employment is attributable to Omani nationals.

Figure 16: Employment & Omanisation by Activity – 2010

Source: Authority 2010 employment survey



22

On June 1 2010 the Joint Typhoon Warning Centre reported that a severe weather system 
in the Indian Ocean had intensified into a Category 1 tropical cyclone (Phet). On 2 June the 
Authority issued a severe weather warning to alert licensees that heavy rain and high winds 
were expected along the east coast of Oman in the Al Sharqiya area, Al Wusta, Masirah Island, 
and possibly extending to Muscat.  On Thursday June 4 cyclone Phet hit the east coast of 
Oman bringing hurricane-force winds and localized flooding.  The Royal Oman Police had 
issued advance emergency evacuation notices to residents of Masirah and Ras al Hadd and 
moved citizens away from areas at risk, actions that helped minimise the human impact of 
the cyclone.  The cyclone weakened as it moved along the Sur coast before reaching the 
capital Muscat bringing flooding and winds gusting to around 125 mph.   

The cyclone had a limited impact on electricity Supply:  on 1 June 2010 MIS system peak 
demand had reached what was to be the high point for the year of 3613 MW.  On the 5 June 
MIS peak demand had fallen to 2308 MW but recovered steadily thereafter. The systems 
of Muscat and Mazoon were most affected.  The Authority commends the way licensees 
responded to the cyclone and is grateful for the actions taken to limit Supply interruptions 
to customers.  

On 30 June 2010 at the request of His Excellency the Chairman of PAEW, the Authority and 
electricity sector companies met to discuss the electricity sector’s response to its second 
cyclone in three years (following cyclone Gonu in 2007) and to consider what further 
measures should be taken to improve the resilience of electricity systems in Oman to severe 
weather conditions.

In May 2009 the Authority issued Article (116) Notices notifying distribution and supply 
licensees that inspections of their electricity substations and related plant would be 
conducted on a continuous and random basis. Any facility found to be unlocked or unsafe 
in the reasonable opinion of the Authority would be subject to a fine of 500 RO.   In 2010 
the Authority conducted nine inspections and issued fines totalling 26,500 Rial Omani, the 
proceeds of which will fund an Authority campaign in Oman schools to alert children to the 
dangers of electricity. 

Al Ghubrah Power & Desalination Company (GPDC) – Babcock Boiler # 5

In June 2010 GDPC notified the Authority that refurbishment of Babcock Boiler #5 had been 
completed in accordance with the terms of the Article (116) Notice issued in 2008, and asked 
the Authority to rescind the Notice for that boiler. After reviewing all documentation and 
certifications presented in support of the request the Authority rescinded the Breach of 
Licence Notice for Boiler #5, but confirmed that the terms of the Notice would remain in 
place for Boiler #4.  The Authority is grateful to the Board and management of GDPC for 
taking actions that have improved the performance of plant and helped safeguard the 
health and safety of GDPC staff and citizens. 

Digital Meters & Installations  

In 2009 the Authority suspended the installation of digital meters in response to a significant 
number of customer complaints about the accuracy of digital meters.   The Authority retained 
KEMA to audit digital meters installed by licensees at a sample of customer premises and 
in January 2010 provided licensees with a copy of KEMA’s final audit report.   The audits 
found that digital meter installations had not caused metered consumption to be higher 
than actual consumption, and that the rise in consumer complaints was unlikely to have 
been caused by digital meter errors.  However, scrutiny of billing statements revealed that 
readings from newly installed digital meters had not appeared on customer bills until some 
months after the date of installation of the digital meter, incorrectly indicating a sudden 

Electricity & Related Water Sector Issues in 2010
 
Cyclone Phet

Article (116) Notices Inspections of electricity installations

Audits & Investigations 
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increase in consumption.  When lifting the suspension of digital meter installation the Authority 
stipulated that readings from an installed digital meter must appear on the next bill issued to the 
customer and no later than 5 weeks from the meter installation date.

Environmental Audits

In 2010 the Authority presented Muscat, Majan, Mazoon and OETC with final reports of 
Environmental audits conducted in 2009. All reports identified areas of non compliance with 
the terms of their respective licenses and certain environmental laws and regulations.  Muscat, 
Majan, Mazoon and OETC were invited to review and respond to the Audit reports and confirm 
a programme for implementing each audit action and recommendation.  

In September 2010 the Authority presented RAEC with a report of an Environmental audit 
report prepared by WSP.  The Audit report identified several areas of non compliance with the 
RAEC licence and certain environmental laws and regulations.  RAEC was invited to review and 
respond to the Audit report and confirm a programme for implementing each audit action and 
recommendation.

HSE Audits

The Authority retained KEMA to conduct comprehensive health and safety audits of Mazoon and 
Majan, audits that highlighted serious failings in the management of health and safety issues 
by both licensees. In light of the serious nature of the audit findings the Authority invited the 
Mazoon and Majan Boards of Directors and senior management representatives to presentations 
of key audit findings.  Mazoon and Majan have agreed programmes for implementing audit 
actions and recommendations.

Price Control Audits

In February 2010 the Authority presented Muscat, Majan and Mazoon with final reports of 
Price Control Audits conducted in 2009.  An objective of these audits was to check that price 
control resources (and in particular capital expenditure) was being deployed efficiently and for 
the purposes for which they were intended.  The Authority was disappointed with the audit 
results including findings that (i) identified a lack of governance of Capital Planning with no clear 
management control and practices in place, and (ii) significant proportions of capital investment 
were ‘at risk’ from below standard pre-investment appraisal documentation. 
 
Investigation of Supply interruptions in Muscat

Between 17 and 19 June 2010 customers in the Muscat area experienced repeated Supply 
interruptions.  The Authority’s investigation found that the number, size and duration of 
outages was larger than necessary, and made recommendations to improve performance. Three 
significant interruptions were attributed to external contractors who had damaged electricity 
assets while performing work for third parties.  The contractors were reported to the ROP and 
were required to pay for the cost of repairs in addition to penalties for the interruptions.

Investigation of OETC Significant Incidents 81 & 83

In February 2010 the Authority presented OETC with the Protection Investigation Report 
prepared by Vector Power Solutions concerning Significant Incident 81 (28 October 2009) and 
Significant Incident 83 (8 November 2009).  The investigation report identified deficiencies in 
OETC’s management of protection issues and recommended improvements to the organisation 
and human resourcing of OETC’s Protection Department.  The investigation findings were 
presented to the OETC Board of Directors and OETC has agreed a timetable for implementing 
the report’s recommendations. 
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Al Kamil Incident – September 2010

On 12th September 2010 an incident at Al Kamil Power Station resulted in a complete loss of 
supply from the plant.  The OETC system was then exposed to conditions of high demand and 
low voltages that resulted in widespread load shedding throughout Al Sharqiya, problems 
that were not fully addressed until 13th September 2010.  The Authority launched two 
detailed investigations, firstly into the causes of the trip of units at Al Kamil, and secondly 
into the causes of the extended supply interruptions to customers as a result of network 
related issues.  The reports identified corrective actions for Al Kamil Power Company, and 
immediate actions for both OETC and Mazoon to minimise the risk and impact of any future 
incident.
 
In February 2010 the Authority hosted a seminar to explain how it proposed to safeguard 
citizens from possible health risks of exposure to extremely low frequency electric and 
magnetic fields (ELF-EMF) from electricity lines, assets and Installations. The seminar was led 
by KEMA who had been appointed by the Authority to review scientific research in this area 
and make recommendations for the basis and scope of ELF-EMF regulations.  

In 2010 the Authority convened an Executive Task Team (ETT-2011) chaired by the Executive 
Director of the Authority and comprising senior management representatives of Licensees 
and PAEW to identify actions to be taken by Licensees to safeguard the security of electricity 
supply in summer 2011.  With no new I(W)PP capacity to be commissioned in 2011 and 
with electricity demand growth remaining strong, the Authority was concerned about the 
implications of a shortfall of firm generation capacity for system security.  The Authority 
appointed SKM to perform a critical review of potential connection sites for up to 600 MW of 
PWP temporary diesel generation for summer 2011. 

Wadi Kabir Fatality – March 2010

The Authority was asked by the Public Prosecutor to provide a technical opinion on the 
fatality of a boy electrocuted in his home while taking a shower. The incident occurred on 9 
March 2010. The Incident report was provided to the Public Prosecutor. 

Quriyat Fatality – June 2010

The Authority was requested by the Public Prosecutor to investigate the fatality of a gardener 
in the town of Quriyat, Muscat.  The incident occurred on 4th June 2010, during cyclone Phet.  
The incident report was completed and provided to the Public Prosecutor.

On 16 and 17 March 2010 the Authority hosted the second meeting of GCC electricity 
regulators organized under the umbrella of the General Secretariat of the GCC, the first 
meeting was hosted by the Kingdom of Saudi Arabia in 2007.   The Authority’s Chairman Dr 
Saleh Al Alawi, chaired meetings that discussed the restructuring of GCC electricity markets, 
relevant Laws, regulations and tariffs, and arrangements to regulate the GCC Interconnection 
Authority. The meetings afforded participants the opportunity to share ideas and experience 
and to consider initiatives to improve efficiency and health and safety.

During 2010 legal staff of the Authority participated in meetings that discussed contractual 
arrangements to govern the activities of the GCCIA.  The Authority is grateful to PWP and 
OETC staff who represented Oman on various GCCIA technical committees and continue to 
do so.  The Deputy Executive Director of the Authority represents Oman on the Advisory and 
Regulatory Committee that supervises and regulates GCCIA functions.

At the request of His Excellency the PAEW Chairman, the Authority retained a specialist 
consultant to review the terms of reference for a GCCIA study to update the capacity 
obligations of member states.  The Authority proposed that the study consider the costs 
and benefits of different LOLE standards and assess the benefits to Oman of the UAE-Oman 
interconnection separate from the GCC interconnector.

ELF-EMF Seminar

Executive Task Team
Summer 2011

Fatal Incident 
Investigations

GCC Regulators Meeting

GCC Interconnection 
Authority (GCCIA)



25

In March 2010 the Authority reviewed a PETA Tariffs and Charges report prepared by NERA for 
the GCCIA.   This Authority confirmed its support for the report’s recommendations on important 
technical and financial aspects of the GCC interconnection.
 
 
In December 2010 the Authority’s Deputy Executive Director travelled with an Oman delegation, 
including ministers and high level officials, to London for meetings with UK government officials 
and companies to discuss opportunities for economic cooperation.   

The Authority coordinated with PAEW throughout 2010 on a number of policy related issues, 
including securing government confirmation that the electricity sector will be afford priority 
in future allocations of natural gas;  possible frameworks to assist the development of energy 
efficiency policies; renewable energy policies and projects; a proposal for new legislation to 
confirm and protect OETC land rights; confirmation of requirements relating to the government’s 
policy for undergrounding electricity lines; and the clarification of policies applicable to                  
I(W)PP competitions concerning bidder eligibility and a strengtاened requirement for bidders to 
demonstrate international experience. 

The Authority is committed to the professional development of Omani staff. In 2010: 
 
(i) Hassan Mohamed Taqi, the Director of Economics and Financial Affairs, completed an  MSc  
 in Economic Regulation and Competition at City University, London, passing with   
 Distinction;  

(ii) Abdulwahab Al Hinai of the legal section commenced a 1-year LLM masters programme at  
 King’s College London; and

(iii) Ibrahim Al Harthi, Deputy Technical Director (acting), completed a three    
 month secondment with Italian transmission system operator Terna SpA in Rome that  
 provided valuable experience of a privately owned regulated transmission company.

Article (87) of the Sector Law provides a mechanism by which the Authority approves funding 
for rural area electrification. Ten electrification projects were approved in 2010 bringing the 
total number of electrification projects approved under Article (87) since 1 May 2005 to twenty 
five with a total value of 71,971,333 million RO.
 
In 2010 the Authority issued Regulatory Accounting Guidelines (RAG) requiring two Licensees to 
prepare Regulatory accounts, in addition to their statutory accounts, to ensure stakeholders have 
accounts that properly reflect the economic reality of cash flows associated with the regulated 
activities.  The RAG were the Authority’s response to concerns about different interpretations 
of accounting standards applied by different auditors, particularly in relation to IFRIC 4 and IAS 
17.  Differences in audit opinions were such that while one auditor was prepared to sign off 
a company’s accounts without qualification another auditor would not do so and sought to 
qualify the same accounts. 

The Authority made the Regulatory accounts available to the Capital Market Authority (CMA) 
in the hope they would assist decisions relating to the distribution of dividends to Omani 
shareholders who had participated in an IPO, a matter entirely under the jurisdiction of the CMA.  
The Authority is pleased the Regulatory accounts proved helpful in this regard and also helped 
preserve the financial transparency of electricity and related water sector transactions.

Overseas Visits

PAEW

Professional 
Development of 
Authority Staff 

RAEC Electrification 
Funding

Regulatory Accounts
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Regulatory Focus #1:  Determining Asset Relocation Complaints  

During 2010 the Authority determined 8 Complaints concerning requests for Licensees to fund the relocation of assets 
located on or near land owned by Customers.  When determining such complaints the Authority seeks to establish whether:

n the assets are actually located on the Customer’s land or adjacent to the land; 
n the assets were in place prior to the Customer’s ownership of the land;
n the assets were constructed with appropriate approvals and consents; and
n there are any safety related issues.

The Authority examines evidence provided by Customer land ownership certificates (Mulkiya), Krookis and asset construction 
consents and approvals provided by Licensees. Authority staff make site visits to confirm the situation on the ground and 
assess the feasibility and cost of asset relocation and safety related issues. Each case is judged on its merits. The following 
examples illustrate the Authority’s approach to making such Determinations. 

Case 1. A Customer who owned residential land at Barka since July 2005 asked the Authority to determine that the Company 
should pay for the removal of two electricity poles and an overhead line situated on his land. The Authority established that 
the line was clearly shown on the Krooki issued in May 2005 and determined the complaint in favour of the Company. 

   

  
  

The krooki on the right clearly shows the electricity line running across the centre of the plot. 

11 kV  O/H line on  
Customer’s land
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Case 2. A Customer who owned a plot of land in Rusayl since 1979 asked the Authority 
to determine that the Company should pay to remove an 11 KV line crossing his plot. The Authority established that the 
line was not shown in the Krooki issued in 1997 and noted that the Company could not provide evidence that the line was 
constructed with the necessary approvals. The Authority determined the complaint in favour of the Customer. 

The krooki on the right does not show any electricity line crossing the customer’s plot of land.  The track shown on the krooki is that on the right hand side of the 
photograph. 

Case 3. A Customer who owned land in Maabelah was granted an extension to his plot in April 2008, as shown on the 
Krooki. The Customer found 2 undergound cables on the land and asked the Authority to determine that the Company 
should pay to relocate the cables.  The Company provided approved drawings to confirm the lines had been constructed 
prior to April 2008, drawings on which the underground lines were clearly marked.  The Authority determined the complaint 
in favour of the Company.  

  

The photograph on the left shows the substation and a new structure being constructed by the Customer.  The right photograph shows a cable marker placed 
between the sub-station and the Customer’s land clearly demonstrating the route of the underground cables from the sub-station.  

11 kV O/H line on 
Customer’s land

The route of the Cables accross 
the Customer’s land
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Case 4. Two Customers, one with land in Madinat Sultan Qaboos, the other with land in Maabelah, asked the Authority to 
determine that sub-stations located near (not on) their properties should be moved at the Company’s expense. The Authority 
established that the sub-stations were 7 and 3.5 metres from the customers’ premises, respectively, and that appropriate 
safety measures were in place to mitigate safety risks. The Authority determined both complaints in favour of the Company. 

  
The left photograph clearly shows the substation in Maabelah separated from the Customer’s plot by a track. The krooki,shows  the Customer’s plot (190) in the 
centre of the photograph with the sub-station just in front.  

  

The left photograph clearly shows the sub-station in Madinat Sultan Qaboos, approximately 3.5 metres from the Customer’s premises. The krooki on the right shows 
the empty plot of land on which the sub-station was constructed.  

The Customer’s land

Approximately 3.5 m

The Substation

The Substation

The Substation was constructed on this empty plot of land
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Reguatory Focus #2: Residential Customer Permitted Tariffs and Subsidy 

The Authority was asked to review electricity subsidy support provided to Residential customers in 2010.  This regulatory 
focus presents the main results of our review. 

In 2010, total electricity sector financial support from the government (comprising financial support to the Dhofar Power 
Company SAOG (DPC) and subsidy provided in accordance with Article (18) of the Sector Law) was an estimated 165 million 
Rial Omani.  This accounted for 39% of the estimated economic cost of electricity Supply with the remaining 61% funded by 
customer tariff revenue.

Subsidy per Customer Category

Assuming the average economic cost of Supply is the same for all Customer categories, in 2010 MIS Residential consumers 
would have accounted for 57% of the 110 million Rial Omani of MIS subsidy, see Figure 17.

Figure 17: Distribution of MIS Subsidy in 2010 by Customer Category
Assuming the same economic cost of supply for all customers 

Source:  Authority calculations

Applying a more realistic estimate of the economic cost of Supply to Residential customers, reflecting consumption patterns, 
levels of voltage connection and so on) suggests MIS Residential consumers accounted for over 90% of MIS subsidy in 2010, 
as shown in Figure 18.

Figure 18:  Distribution of MIS Subsidy in 2010 (Rial Omani)
     Applying specific estimates of the economic cost of Residential customer supply
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Demand Profiles and Subsidy – Residential Customers

As Residential customer electricity demand is strongly positively correlated with temperature, demand is much higher in 
summer months than in winter.  Subsidy provision is also positively correlated with demand thereby ensuring Residential 
customers benefit most from subsidy in months of high demand.  This is shown in Figure 19 using as example the 
representative monthly demand profiles of Residential customers who consumed between 20,000 and 25,000 kWh in 2010.

Figure 19: Monthly Demand Profiles and Subsidy – 2010 
     Residential customers: 2010 consumption between 20,000 and 25,000 kWh

 

   

    

The monthly representative demand profiles (line charts) for this consumption band are broadly similar across companies 
(except for DPC in August and September).  The amount and timing of subsidy provided to these customers is reflected in the 
background bar chart, confirming that subsidy is strongly positively correlated with electricity demand.  Customers may not 
appreciate that while their electricity bills are higher in summer months due to higher consumption – so too is the amount 
of subsidy support provided by the government. 

Our analysis identified a small degree of cross subsidy within the Residential customer category as large customers with 
annual consumption in excess of 500,000 kWh pay more in some months than the economic cost of supply (because at 30 
baisa/kWh the highest band of the Residential Permitted Tariff is in some months higher than the economic cost of Supply).  

Detailed analysis of Residential electricity consumption in 2010 indicates that 79% of all Residential customers in Oman 
consumed 25,000 kWh or less (see Table RF 1).  Under the existing Residential Permitted Tariff these customers paid just 10 
baisa for every kWh consumed.

Table RF 1:  Residential Accounts with Consumption in 2010 below 25,000 kWh

The Authority estimates that Residential customers whose 2010 consumption was less than 25,000 kWh accounted for over 
50% of all Residential customer electricity subsidy in Oman.
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Permitted Tariffs – Real & Nominal

The Residential Permitted Tariff like all electricity Permitted Tariffs in Oman have remained unchanged for over 10 years 
while inflation (measured by the Consumer Price Index) has increased by around 34%.  This means that in terms of 2000 
prices the Residential Permitted Tariff has fallen by 34% in real terms to 6.6 baisa/kWh, as shown in Figure 20.

Figure 20:  Nominal Vs Real Tariff (lower band of Residential Permitted Tariff) 

 

 Source:  Authority calculations

Had the Residential Permitted Tariff been indexed to the Consumer Price Index from 2000, other things being equal, tariff 
revenue from Residential customers in 2010 would have been 33 million Rial Omani higher, and subsidy 33 million Rial 
Omani lower, in that year.
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ARTICLE (29) REPORTING

Further Market Liberalisation 

Figure 21 presents the Authority’s assessment of the possible implementation of the four Liberalisation measures identified 
in the Sector Law. 

Figure 21: Further Market Liberalisation 

Liberalisation measure Authority’s assessment of market readiness: 

Disposal of the Government’s interest in the  Electricity 
Holding Company SAOC or the  Oman Power and Water 
Procurement Company SOAC 

The Authority does not consider the market ready for this 
liberalisation measure. 

The Authority does not believe customers, investors or 
the government would benefit from the implementation 
of this measure at the present time.   The Authority does 
not propose to take steps to prepare the market for the 
implementation of this measure.

Permitting licensed Production Facilities to sell to persons 
other than Oman Power and Water Procurement Company 
SAOC

The Authority does not consider the market ready for this 
liberalisation measure. 

Implementation of this measure would imply a significant 
change to the risk allocation of existing contracts (PPA 
and PWPA), and require a reassessment of the Generation 
Security Planning Standard.   

The Authority does not propose to implement this 
measure, but does propose to consult stakeholders on 
the  possible future implementation of this liberalisation 
measure.

Permitting persons other than Oman Power and Water 
Procurement Company SAOC and the Rural Areas Electricity 
Company SOAC to Import or Export electricity from or to 
another country 

The Authority does not consider the market ready for this 
liberalisation measure.  

Preparations for the commissioning of the main Oman – 
UAE interconnector are at an advanced stage, and the GCC 
Interconnection Authority is established. 

The Authority will grant licences in 2011 to OETC (to 
operate an International Interconnection) and  to PWP to 
trade across the Oman – UAE interconnector.  No further 
action is contemplated for this liberalisation measure.

Creation of competition amongst Licensed Suppliers The Authority does not consider the market ready for this 
liberalisation measure but believes it would be possible 
to introduce Supply competition during the period of the 
next Distribution and Supply price controls: 2012 – 2014.

The Authority has already implemented full accounting 
separation of Distribution and Supply, separate Distribution 
and Supply price controls and will require licensees to publish 
Distribution Use of System Charges from 1 January 2012.  The 
Authority is considering arrangements for meter ownership 
and account handling to facilitate Supply competition.
 
The Authority will consult with Licensees, Customers and 
the Government on proposals for Supply competition.
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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 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 in 2010

Figure 22 presents outturn MIS subsidy in 2010 by company. Outturn MIS subsidy in 2010 was 111.8 m RO, around 20 m 
RO lower than forecast in our 2009 Annual Report (due to higher revenue and lower economic costs)  and around 2 m RO 
higher than the MIS subsidy requirement in 2009.  The 13% growth in 2010 Permitted Tariff revenue reflects 11% growth 
in units supplied and a marginally improved rate of revenue collection.    

Figure 22: 2010 MIS Outturn Subsidy by Company

2010 MIS subsidy of 111.8 m RO accounted for 33% of the total economic cost of Supply (338.9 mRO), the remaining 67% 
of economic costs (227.1 m RO) was recovered through customer revenue. 

Muscat, Majan and Mazoon accounted for 23%, 29% and 48%, respectively, of total 2010 MIS subsidy. Mazoon continues 
to have the highest subsidy requirement per kWh at 12.8 baiza per kWh, Majan’s requirement is 8.9 baiza per kWh and 
Muscat’s is just 4.1 baiza per kWh. The subsidy requirement of each company reflects differences in customer mix and the 
characteristics of their respective distribution systems.



34

2011 MIS Subsidy Forecast

Figure 23 presents the Authority’s estimates of 2011 MIS subsidy by company.

Figure 23: Subsidy Forecast - Main Interconnected System 2011

The Authority’s 2011 MIS Subsidy estimate of 109.2 m RO is marginally lower than outturn 2010 subsidy. This is mainly 
due to the significant over-recoveries by MIS licensed suppliers in 2010. Amounts over (or under) recovered in 2010 are 
subtracted (added) to licensed suppliers’ revenue entitlements in 2011 and therefore reduce (increase) our estimates of 
MIS subsidy in 2011. 

For further details of 2010 outturn MIS subsidy and the Authority’s estimate of 2011 MIS subsidy, please refer to Annex D.
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Underlying Movement in MIS Subsidy: 2006 to 2010 and 2011 estimate

Figure 24 presents the Authority’s underlying measure of MIS subsidy between 2006 and 2010 and expected MIS subsidy 
in 2011. The underlying measure assumes revenue, costs and efficiencies were correctly forecast between 2006 and 2010 
so as to return zero correction factors. The estimate of MIS subsidy in 2011 reflects the 2011 MAR of PWP, OETC, Muscat, 
Majan and Mazoon and assumed growth in Supply of 13.4%.

Figure 24: Underlying Movement in MIS Subsidy: 2006 to 2010 & 2011 Estimate

Source: Authority calculations

Figure 24 indicates that between 2006 and 2010 the underlying economic cost of Supply increased by 50% compared 
to an almost 60% increase in customer revenue. The level of underlying subsidy in 2010 was 35% higher than in 2006 
whereas underlying subsidy per kWh was 12% lower.

RAEC Subsidy

Outturn RAEC subsidy in 2010 was 29.7 m RO or 71 baiza/kWh, this is slightly lower than the 30 m RO forecast in the 
Authority’s 2009 Annual Report.  Figure 25 presents RAEC outturn subsidy between 2006 and 2010 and forecast RAEC 
subsidy in 2011.
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Figure 25: RAEC 2010 Outturn Subsidy & 2011 Subsidy Forecast

The Authority is forecasting 2011 RAEC subsidy of 32.6 million RO (69.5bz/kWh).  Please see Annex D for further details.

Comparison of 2010 Subsidy by Company

Figure 26 presents a comparison of subsidy provided to Muscat, Majan, Mazoon and RAEC in 2010 and government 
financial support to DPC in that year. The left hand panel presents subsidy (bazia) per kWh Supplied, the right hand panel 
shows subsidy (RO) per Customer Account.

Figure 26: 2010 Subsidy Comparisons by Company

Mazoon accounted for 32% of the 166.7 m RO of subsidy and financial support provided to the companies in 2010, Majan 
accounted for 19%, RAEC 18%, Muscat 16% and DPC 15%.

RAEC subsidy per kWh supplied and per account is significantly higher than other companies (and excludes RAEC 
electrification funding provided in accordance with Article (87) of the Sector Law), confirming the significant support 
provided by electricity subsidy to customers in rural areas.

The subsidy requirements of all companies reflect nominal increases in economic costs (in line with higher output) and 
revenue from Permitted Tariffs that are not indexed to inflation and therefore in real terms decline year on year.
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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 27 presents details of the present Permitted Tariffs for different customer categories, and Permitted Tariff fees for 
the disconnection and reconnection of customer accounts.

Figure 27: Permitted Tariffs

No new Permitted Tariffs or tariff modifications, were implemented in 2010.
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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. In February 2008 Members were appointed 
for further three year terms. 

The present Members of the Authority are: 

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

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

n 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. Members met regularly throughout 2010 to administer the Authority’s affairs, on the dates 
shown in Figure 28.

Figure 28: Member Meetings in 2010

Regulatory Costs

The Authority has a duty to ensure the costs of regulating the electricity and related water sector are not excessive and 
do not impose undue burdens on Customers or licensees.  In 2010 expenditure by the Authority was equivalent to 2.5 
Rial Omani per Customer account, less than one tenth of one baiza per kWh Supplied and around 0.2% of total electricity 
and related water sector turnover, metrics that the Authority believes compare favourably to international benchmarks of 
regulatory costs.   
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Funding

The Authority recovers all of its costs through licence fees that apportion the Authority’s costs to each regulated activity 
on the basis of the time expected to be spent regulating each activity. Figure 29 presents licence fee income by regulated 
activity and the number of Licence Holders by activity, for 2006 to 2011, inclusive.

Figure 29: Licence Fees: 2006 to 2011

The 2009 and 2010 licence fees provided funding for a new organisation structure approved by Members in 2008, and the 
cost of new office accommodation. The Authority moved to its new offices in July 2010 and is undertaking a recruitment 
exercise to fill all vacant positions in the new organisation structure.  As at December 2010 the Authority had 30 full time staff, 
most of whom are Omani Nationals with professional qualifications.  Under the new organisation structure the Authority 
expects to have between 40 to 50 full time staff.

Licence fees are funding all of the work items identified in the Authority’s 2011 Forward Work Programme.
 
2011 Forward Work Programme

Article (34) of the Sector Law requires the Authority to prepare a Forward Work Programme for the coming year, and consult 
with Persons who may be affected by the proposed work.  In December 2010 the Authority consulted on its proposed 
2011 Forward Work Programme and is in the process of implementing all of it constituent tasks (available for review at                
www.aer-oman.org). 
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Customer Affairs Directorate

The Customer Affairs Directorate is responsible for protecting and promoting the interests of electricity customers and 
ensuring that customer interests are afforded appropriate priority and attention within the Authority. The Directorate carries 
out these functions by enhancing customer awareness of the standards of service to which they are entitled and by raising 
the standard of performance of the license holders. 

To support these functions the Directorate monitors the implementation of the Sector Law and approves and monitors key 
conditions of the Distribution and Supply Licences, especially the Connection Terms, the Supply Terms, the Codes of Practice 
and the Complaint Handling Procedure. The Directorate also investigates and, where necessary, makes recommendations in 
respect of the use of the Authority’s legal powers to resolve disputes between Licence Suppliers and those Customers who 
have been unable to resolve their complaint with their electricity Supplier. 

In 2010 the Directorate: 

i. Provided supporting analysis for the fifty four Determinations issued by the Authority in 2010 (10 of which were 
determined in December 2009), thereby establishing a considerable body of precedent for similar cases in the future; 

ii. Enhanced its working relationship with Licensees to support the increased number of Determinations and enhance 
awareness of policy precedents; and 

iii. Held meetings with Customers at the Authority’s premises and, where necessary and appropriate, at the Customer’s 
premises to provide specific guidance on individual complaints and general advice on Customer rights and entitlements.

   
Determinations:

The 54 Determinations issued in 2010 are listed in Table CA below: 59% of the 54 complaints were Determined in favour of 
Customers and 41% in favour of Licensees.   Some 85% of Determined complaints were against Muscat,  6% of complaints 
were against Majan and 9% against Mazoon.

Analysis of Customer Complaints

In 2010 the Directorate received a total of 49 complaints, which was a welcome and considerable decrease from the 144 
complaints received in 2009. Figure 30 below presents an analysis of the issues that were the subject of Customer complaints 
in 2010.

Figure 30: Categories of Customer Complaints in 2010

Source:  Authority’s Customer  Complaints database 
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The number of complaints received in 2010 was lower than in 2009 for every category of customer complaint. This reflects 
the work undertaken by the Directorate to process an increased number of Determinations that set policy precedents 
for companies to follow. It is gratifying to note that there was a very welcome decrease in meter tampering complaints, 
indicating better management of these complex and sensitive cases, with a reduction from 37 cases in 2009 to only 7 in 
2010. Most of this reduction was accounted for by a decrease in complaints against Muscat Electricity Distribution Company, 
which fell from 29 in 2009 to only 3 in 2010. 

As Figure 30 indicates, billing disputes continue to represent the majority of complaints, rising from 53% in 2009 to 68% in 
2010. The total number of billing dispute complaints however fell from 76 to 33. While we hope this downward trend will 
continue, the Directorate believes there is significant room for improvement in the way Licensees process billing and related 
complaints and is working to introduce a Code of Practice for Late Payment in 2011. 

In 2011 the Directorate proposes to proceed with plans to empower Omani electricity Customers by raising their awareness 
and expectations through roadshows, leaflets and other channels of communication. 
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Economics and Financial Affairs Directorate

The Directorate is responsible for the economic regulation of the electricity and related water sector, including setting and 
monitoring RPI-X price controls, and reviewing and approving electricity and water BST.  Figures 31 and 32 respectively 
present the approved 2011 BST for PWP and RAEC.

Figure 31: 2011 PWP Electricity & Water Bulk Supply Tariffs

 

Figure 32: 2011 RAEC Water Bulk Supply Tariffs
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In 2010 the Directorate:

n Initiated the third Distribution and Supply price control reviews for Muscat, Majan and Mazoon;

n Undertook a review of PWP’s economic costs to inform the appropriateness of retaining existing price controls in place 
for 2011;

n Performed market share calculations to support supervision of a competition for the Sur IPP;

n Assisted with the completion of the price control audits of Muscat, Majan and Mazoon; 

n Reviewed PWP and RAEC 2011 electricity and water Bulk Supply Tariff proposals; 

n Commenced publication of quarterly reports showing the year on year growth of electricity Production, Supply and 
Customer Accounts for the three main market segments; and

n Contributed to reviews and approval of RAEC requests for Electrification Funding submitted in accordance with Article 
(87) of the Sector Law.
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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.  

In 2010 the Directorate:

(i) Inspected installations and assets that form part of licensed distribution systems to confirm they did not represent a 
hazard to the general public. The Directorate’s inspections supported the issue of Article 116 Notices in May 2009 to 
three Distribution and Supply licensees; 

(ii) Completed a comprehensive environmental audit of RAEC with the Environmental Auditor WSP; 

(iii) Reviewed OETC Pre-Investment Appraisal Documents exceeding RO 111 million, and recommended approval of 
expenditure of RO 44 million for projects where OETC had provided sufficient assurance that proposed investments 
represented the best or most efficient options;

(iv) Completed detailed health and safety audits of Majan and Mazoon,  and made presentations to the Company Boards 
of Directors to highlight the corrective actions required;

(v) Followed up on progress made by Muscat and RAEC against the actions identified in the 2009 Health and Safety Audits;

(vi) Followed up on progress made by Muscat, Majan and Mazoon against the actions identified in the 2009 Distribution 
Price Control Audits;   

(vii) Reviewed the 2010 system capability statements of Muscat, Majan, Mazoon, RAEC and OETC;

(viii) Initiated formal investigations into the loss of generation from Al Kamil Power Station and the subsequent widespread 
and extended supply interruptions in Sharqiya;

(ix) Initiated a formal investigation into a significant power outage in Muscat, resulting in loss of supplies at Bausher Grid 
Station; 

(x) Investigated complaints by RAEC customers in the Wadi Aswad area regarding the quality of supply provided to them;

(xi) Followed up the recommendations made to generation licensees as a result of the 2009 evaluation of the ability of 
power stations to change from gas to liquid fuel;  

(xii) The Directorate assisted with reviews of proposals for six prospective renewable energy pilot projects; and

(xiii) The Directorate in collaboration with Lahmeyer International reviewed the proposed Wadi Protection scheme by 
United Power Company UPC for the Wadi Nafa (Bid bid) damaged transmission tower. 
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Grid Code Review Panel

The Grid Code Review Panel (GCRP) met four times during 2010, see Figure 33.

Figure 33 Grid Code Review Panel meetings in 2010

The Authority approved Grid Code Version 2.0 in February 2010, and a number of further revisions were considered by the 
GCRP during the year.  

Distribution Code Review Panel

The Distribution Code Review Panel (DCRP) met four times during 2010, see Figure 34.

Figure 34 Distribution Code Review Panel meetings in 2010

During 2010 the DCRP issued 1 new product approval and 27 contractor approvals and renewals.  The DCRP noted the need 
for more product approvals to be granted and by the end of 2010 the Products Approval Working Group had reviewed and 
revised its processes to expedite product evaluations.  During 2010 4 Testing Engineers were approved, and licenses of 2 
Protection Engineers renewed.

The Authority also advised the DCRP of several general derogations to OES issued during the year.  These included a general 
derogation from OES2 regarding the requirements to use Asbestos Cement Pipes, and a general derogation from OES11 
Clause 4d regarding the galvanising thickness for steel cable trays and ladders.
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Licensing and Legal Affairs Directorate 

The Directorate acts as legal counsel for the Authority Members and seeks 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 authorizations 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. 

In 2010 The Directorate:

(1) Reviewed an application for consent for a Change of Control of the United Power Company SAOG (the Licensee) 
submitted by MGEC (Oman) Holding LTD.  After satisfying itself that the Licensee would remain an Appropriate Person 
after the Change of Control, the Authority confirmed its consent for the Change of Control; 

(2)  Reviewed an application for consent for a Change of Control of AES Barka S.A.O.G (the Licensee) submitted by the 
International Company for Water and Power Projects (ACWA Power International). On the basis of information provided 
in the Application and having secured certain assurances and undertakings from relevant persons the Authority 
confirmed its consent for the Change of Control;

(3)  The Directorate assisted the Authority’s supervision of PWP competitions for the Sohar II &  Barka III IPPs.   The Authority 
has a duty to ensure competitions are conducted in a fair and transparent manner and that the project companies who 
require licenses for the Sohar II & Barka III IPP are expected to satisfy the requirements of the Appropriate Person Criteria 
published by the Authority pursuant to Article (22) of the Sector Law.    The Directorate assisted reviews of the securities 
documentation for the Sohar II and Barka III IPPs to confirm compliance with financial ring fencing  arrangements 
stipulated in the request for proposals (that prohibit cross collateralization and cross default provisions between the 
two project companies);

(4) Reviewed an application for a Licence Exemption submitted by OFSAT LTD .CO.LLC prior to the grant of Exemption 
Order No 1/2010.  The Licence Exemption authorized the operation of temporary diesel generation contracted by the 
PWP to support the MIS at times of system peak demand in summer 2010;

(5) The Directorate reviewed applications for modifications to existing authorizations: 

 (a) A modification to Licence Exemption Order 10/2005 granted to Occidental of Oman INC to increase the authorized   
limit of installed capacity  to 120 MW; and

 (b) A modification to Licence Exemption Order No 2/2008 granted to Oman Refineries and Petrochemicals Company 
LLC  (ORPC).  The requested modification would (i) authorize ORPC to Supply electricity to Aromatics Oman Co (AOL) 
and (ii) increase the threshold for ORPC to Supply PDO at Mina Al Fahl.  

 
 The Authority consented to both modifications. 

 ELF – EMF Seminar 

In February 2010 the Authority hosted a seminar to explain how it proposed to safeguard citizens from possible health risks 
of exposure to extremely low frequency electric and magnetic fields (ELF-EMF) from electricity lines, assets and Installations.   
The seminar was led by KEMA who had been appointed by the Authority to review scientific research in this area and 
make recommendations on the basis and scope of ELF-EMF regulations.  This Legal Directorate is supporting the Technical 
Directorate with the preparation of ELF-EMF regulations. 
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Annex A: Audited Financial Statements

Authority for Electricity Regulation,
Oman

Report and Financial Statements
for the year ended 31st December 2010
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Annex B: Authorised Entities
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Annex C:  
Electricity & Related Water 

Sector Statistics
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Annex D:  
Electricity Subsidy Calculations
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