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AER Authority for Electricity Regulation, Oman
BSR Bulk Supply Revenue
BST Bulk Supply Tariff
COD Commercial Operation Date
DGC Dhofar Generating Company

DGW  Directorate General of Water (in the Office of the Minister of State and Governor of
Dhofar)

DPC Dhofar Power Company (SAOC)
DPS Dhofar Power System
EHC Electricity Holding Company
GCCIA Gulf Cooperation Council Interconnection Authority
GWh GigaWatt Hour (1,000 MegaWatt Hours)
GPDC Al Ghubrah Power and Desalination Company (SAOC)
IAS International Accounting Standard
IPP Independent Power Project
IWP Independent Water Project
IWPP Independent Water and Power Project
kWh Kilowatt Hour(s)
m3 Cubic Metre(s)
MCM Million Cubic Metre
MEDC Muscat Electricity Distribution Company (SAOC)
MIGD Million Imperial Gallons per day
MIS Main Interconnected System
MISC Majis Industrial Services Company (SAOC)
MJEC Majan Electricity Company (SAOC)
MOG Ministry of Oil and Gas
MWh Megawatt Hour
MZEC Mazoon Electricity Company (SAOC)
NGSA Natural Gas Supply Agreement
OCGT Open-Cycle Gas Turbine
OETC Oman Electricity Transmission Company (SAOC)
OOCEP Oman Oil Company Exploration & Procedure
OMR Omani Rial
OPWP Oman Power and Water Procurement Company (SAOC)
PAEW Public Authority for Electricity and Water
PDO Petroleum Development Oman (LLC)
PPA Power Purchase Agreement
TWh  Terawatt-hour
QHSE Quality , Health , Safety , and Environment
PWPA Power and Water Purchase Agreement
RAEC Rural Areas Electricity Company (SAOC)
RFP Request for Proposal
 RO Reverse osmosis (desalination technology)
RE Renewable Energy
SSPWC Sembcorp Salalah Power and Water Company
Sm3 Standard cubic metre(s)
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Board of directors

Mr. Hamdan Bin Ali Al Hinai
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Other position: Director General 
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Member of the Board

Other position : Director of Gas 
Revenue, Ministry of Finance
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1.1. Board of directors and executive ManageMent
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innovation for the World Bank.
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Chief Operating Officer

Mr. Hussain Al Balushi
Member of the Board

Other position: Chief Financial 
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1.2 chairMan’s foreword

Dear Shareholders,
On behalf of the members of the Board, I have the pleasure in presenting the Annual Report of 
Oman Power and Water Procurement Company SAOC for the year 2016. 

2016 Achievements 
The year 2016 was another challenging but successful year for OPWP with the company accomplishing 
a number of major initiatives, including:

• Agreement was executed with Ad Dhahirah Generation Company for Ibri IPP with early power of 
977 MW from April to October 2018 and full capacity of 1509 MW from April 2019.

• Agreement was executed with Shinas Power Company for Sohar IV IPP, the plant is under con-
struction and scheduled to deliver full power capacity of 1710 MW from January 2019.

• Agreement was executed with Barka Desalination Company for Barka IV IWP (62 MIGD) with 
planned COD in May 2018.

• Agreement was executed with Myah Gulf Desalination Company for Sohar III IWP (55 MIGD) with 
planned COD in April 2018.

• Commissioning of Al Ghubrah II IWP project with a production capacity of (42 MIGD) by Muscat 
City Desalination Company in February 2016.

• Commissioning of Barka I Phase II expansion with a production capacity of (12.5 MIGD) by Acwa 
Power Barka IWPP  Company in February 2016. 

• Commissioning of temporary water project in Qurayyat by Muscat Water with a production capac-
ity of (1.8 MIGD) in November 2016. 

• Combined efforts of OPWP and OETC helped to achieved 7.7% reduction in the average amount 
of gas required for each unit of electricity generated compared to 2015.

Financial Highlights  
OPWP’s earnings before tax as per the Regulatory framework stood at OMR 0.225 million. However, 
financial accounts continue to be materially affected by changes in the accounting treatment of its 
Power and Water Purchase Agreements in line with recommendations by its auditors to comply with 
International Accounting Standards. OPWP has booked a net loss before tax of OMR 2.857 million. 
Since the company continues to have a negative equity, a dividend is not proposed. 

Corporate Governance
It is very important to highlight the fact that the Board is committed to the highest standards of 
corporate governance. In order to facilitate efficient and effective management, the Audit Committee 
oversees the internal controls and risk management with the help of independent internal auditors.

I can confirm that there are adequate internal control systems in place within the company to protect 
the interest of the shareholders and other stakeholders.

2017 Key Priorities
OPWP looks forward to 2017 with a number of key priorities and projects which include the following:

• Ensure the successful implementation of new projects according to project timelines.
• Complete development of detailed market rules for the Electricity Spot Market.   
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•  Completed power exchange with 
Abu-Dhabi Transco in 2016 and explor-
ing opportunities of trading with other 
GCC Member States under GCCIA um-
brella. 

•  Work with OETC and PDO to evaluate options, 
costs and benefits of the proposed 400 kV in-
terconnection from Nizwa to Duqm, PDO, and 
the Dhofar Power System.

• Finalize new procurement process, which will be used for   
power projects commissioning in 2022.

• Award and sign WPAs for Salalah III IWP, Aseelah IWP and 
Khasab (22 MIGD, 17.6 MIGD and 3.5 MIGD respectively) 
with planned commercial operation in (March 2020, May  

  2020 and      first    quarter of    2021   respectively).
•   Award and sign PPA for Misfah IPP (800 MW) with planned COD 

in first quarter of 2021.
•   Complete feasibility study on renewables and implement the 

outcome of the study.
• Continue improvement of gas utilization in electricity generation, 

in coordination with OETC.
• Continuously promote high level standard and QHSE culture.
• Build a sustainable Omani led organisation by implementing  

  Succession Plans, Personal Development Plans and
Graduate Development Program.

General 
During 2016, Standard and Poors (S&P) downgraded their rating 
from ‘BBB+’ to ‘BBB-‘ with negative outlook. Moody’s investors 
service has also downgraded their rating from A1/stable to Baa/
stable. This was due to the sharp drop in oil prices which has 
a negative impact on the assessment of Oman’s fiscal and 
external positions. Such review followed in line with the 
review of the outlook for Oman nationally and does 
not represent any OPWP specific issue.
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The Board members Mr. S.Vishwanath and Mr. Sean O’Hare, resigned from their positions 
in early 2016. I would like to welcome Mr. Hussain Al Balushi and Ms. Hanan Askalan 
who joined the Board in early 2016. I express my thanks to the outgoing members and to the 
continuing Members of the Board for their valuable contribution to the Company. I would also 
like to thank Mr. Ahmed Al Jahdhami, the CEO of OPWP who resigned in December 2016, for 
his significant contribution in the success of the company over past five years.

I would like to express my sincere gratitude to the Members of the Board of Directors, Executive 
Management and Company employees whose commitment and dedication have enabled 
us to have yet another successful year. I am confident that their relentless hard work will 
continue to drive success for the year 2017. I would also like to thank the Electricity Holding 
Company, Public Authority for Electricity and Water, Authority for Electricity Regulation and 
other affiliated Government agencies and sector companies for their on-going support. I would 
like to extend my appreciation to our Generators and Customers for their contribution to our 
accomplishments this year.

Finally, on behalf of the Board Members, the Executive Management and the Company Staff, 
I take this opportunity to confirm our utmost allegiance and devotion to His Majesty Sultan 
Qaboos Bin Said and His Majesty’s Government for their continuous guidance and relentless 
support in pursuance of the development and improvement of both the Electricity and Water 
Sectors in the Sultanate.

Hamdan Bin Ali Al Hinai 
Chairman
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1.3 coMpany profile

1.3.1 shareholders’ Structure:
Oman Power and Water Procurement Company SAOC (member of Nama Group) was established 
as a closed joint stock company (SAOC) in 2003. The Law for the Regulation and Privatization of 
the Electricity and Related Water Sector (the Sector Law) issued by Royal Decree no. (78/2004) 
states the functions and duties of the Company. The Transfer Scheme issued pursuant to the Sector 
Law gave effect to the transfer of electricity and related water activities from the Ministry of Housing, 
Electricity & Water (MHEW) to the newly established companies in accordance with the functions 
set for each company. The Transfer Scheme came into effect from 1 May 2005.

The Company was formed with a capital of OMR 500,000 (Five Hundred Thousand Omani Rials) 
divided into five hundred thousand shares, each with a nominal value of one Omani Rial. The Company 
is wholly owned by the Government of the Sultanate of Oman with 99.99% of the Company’s shares 
held by the Electricity Holding Company on behalf of the Government and 0.01% held directly by 
the Ministry of Finance.

Figure 1 Shareholder’s Structure

Ministry of Finance

Eleictricity Holding
Co. SAOC

100%

0.01%

99.99%

Oman Power and Water Procurement Cc. SAOC 

1.3.2 licenced activities: 
The Company is carrying out the following activities as stated in its licence and in accordance with 
the Sector Law promulgated by Royal Decree 78/2004 as amended by Royal Decree 59/2009 and 
Royal Decree 47/2013:

• to secure New Capacity and Output to enable it to comply with its duties under the Sector Law 
and its Licence; 

• to contract for production Capacity and Output to enable it to comply with its obligations under the 
Sector Law and its Licence; 

• to purchase and procure water Desalination Production Capacity and Output in accordance with 
Articles (74) to (81) of the Sector Law and its Licence; 

• to forecast demand for electricity within the Sultanate of Oman in accordance with the Sector Law 
and its Licence; 

• to the extent that it is permitted to do so by the Sector Law and its Licence, to Import electricity;
• to the extent that it is permitted to do so by the Sector Law and its Licence, to Export electricity; 
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• to Bulk Supply electricity to Licensed Suppliers and to charge a 
Bulk Supply Tariff for such Bulk Supply; 

• to Bulk Supply Desalinated water from Production Facilities which are 
subject to a contract with it to Water Departments and to charge a Bulk 
Supply Tariff for such Bulk Supply; 

• to sell demineralised water to Persons other than Water Departments; 
• to procure Ancillary Services as required by the Sector Law and its Licence; 
• to purchase and procure supplies of fuel for delivery to Licence Holders; and
• to carry out any other function assigned to it by the Sector Law.

1.4 coMpany’s strategy

1.4.1 naMa group Business strategy and shared values
The Company Business Strategy is aligned with the Nama Group Business Strategy, which focuses 
on five key elements as illustrated below. Similarly, the Company embraces the shared values of 
Nama Group. 
Figure 2 Nama Group Business Strategy

ASSET
MANAGEMENT 

CUSTOMER
SERVICE 

HSE 

COMMUNICATION 

HUMAN
RESOURCES

DEVELOPMENT 
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   Figure 3 Nama Group Shared Values

Integrity

RespectProfessi-
onalism

Core
Values

1.4.2  vision and Mission stateMents

Figure 4 Visions & Mission Statements

VISION
To be a regional leader in sustainable 

procurement of power and water 

MISSION 
To plan and deliver adequate reliable 
power and water production capacity 

at economic cost 

Engaged Leadership 
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1.4.3 strategic theMes and Business oBjectives 

Reliability:
• Adequate and reliable Power Capacity
• Adequate and reliable Desalinated Water Capacity
• Diversity of Resources

Cost Efficient:
• Reduce cost of Power
• Reduce cost of water

Sustainability:
• Curtail growth in power demand
• Develop and maintain pool of competent Omanis
• Improve Quality, Health and Safety 

1.5 organization structure & functions

1.5.1 organization structure 
Figure 5 OPWP’s Organisation Structure

Board of Directors

CEO

Planning & 
Economics  

HR & Support 
Services  Finance Regulatory & 

Compliance

COO

Clients' 
Contracts & 
Spot Market

Project 
Development

Project 
Implementation

QHSE & 
Risk 

Management

Internal Audit

Senior 
Advisor
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1.5.2 core functions:
·   Planning & Economics: The Planning and Economics department 
is responsible for forecasting demand for electricity, planning for new 
capacity and output to meet the generating security planning standard 
as set out in the OPWP licence, forecasting gas requirements, as well as 
determining and publishing the Bulk Supply Tariffs for Electricity and Water. 
The department conducts strategic studies to provide guidance to PAEW and also 
provides support on National Energy Strategy and other policy matters.
·   Project Development: The Project Development department is responsible for 
developing the project requirements of power generation and desalination capacity, 
conducting “fair and transparent” competition open to local and foreign investors for the 
supply of such capacity and ensuring that all relevant contracts are in place.
·  Project Implementation: The Project Implementation department is responsible for 
ensuring that all the company’s projects are delivered in a safe manner, to the required quality 
and on schedule. This involves managing the P(W)PAs during their initial phase of project build and 
ensuring that key milestones are achieved.
·   Contracts & Spot Market: The Client Contracts & Interface department manages all P(W)PAs 
and serves as the main contact point for all existing Generators. It is responsible for maintaining 
business relationships with all our key suppliers and clients. In addition, it has the responsibility 
for ensuring that monthly invoices submitted to the company are in accordance with the 
P(W)PAs requirements. This is in addition to managing Oman-UAE 220 KV Interconnector 
commercial transactions in accordance with PSPA. The spot market section will be ring-fenced until 
the market is operational. The spot market section will be responsible for implementing an electricity 
spot market for MIS.

1.5.3 support functions:
·   Finance & Accounting: The Finance department oversees the accounting and finance functions 
of the company. It is responsible for ensuring that the company maintains adequate cash-flows 
to meet its obligations under the contracts. It is responsible for business planning, price control, 
budgeting and management reporting. It produces statutory accounts, regulatory accounts to meet 
its legal and licence requirements. 
·   Regulatory and Compliance: Regulatory and Compliance support ensures that the company is 
fully compliant with licensing conditions and all legal requirements of the business. In addition, the 
department also manages any legal matters related to P(W)PAs as well as resolving the pending 
disputes arising out of the P(W)PAs and/or NGSA with the counterparties, and other disputes.
·   Human Resources & Support Services: The HR Department’s key responsibility is to focus on 
HR issues such as recruitment, training & development, Omanisation policy and initiatives, payroll 
and employee performance. In addition, the department is also responsible for administration, 
document control and IT function.
·  QHSE & Risk Management: The scope of QHSE function will extend to projects under 
construction and existing generators with respect to HSE. The department’s role, in coordination 
with relevant entities, is to review and update HSE policies and procedures, develop HSE audit plan, 
arrange/conduct audits, identify improvement opportunities and report to the Management. With 
respect to quality, ensure that the Quality Management System is effectively implemented in the 
company complying with ISO 9001:2008. The department would also be responsible for managing 
the Enterprise Risk Management process by reviewing it on a periodic basis and reporting it to the 
Audit Committee.   
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2. BUSINESS 
REVIEW

2.1 significant achieveMents of the 
year 2016
During 2016, the Company was engaged in a num-
ber of key projects and strategic initiatives, of which 
the significant achievements are summarized below.

• Ibri IPP:  project agreement executed with Ad 
Dhahirah Generation Company, the plant is cur-
rently under construction and is scheduled to de-
liver early power capacity of 977 MW from April 
to October 2018 and full power capacity of 1509 
MW from 1st April 2019. 

• Sohar IV IPP:  project agreement executed with 
Shinas Power Company, the plant is currently 
under construction and is scheduled to deliver 
full power capacity of 1710 MW from

    1st January 2019.

• Barka IV IWP: project agreement executed with Barka Desalination Company and will be oper-
ated under a WPA with OPWP with contracted capacity of 281,000 m3/day (62 MIGD), using RO 
technology, with scheduled commercial operation to begin in May 2018.

• Sohar III IWP: project agreement executed with Myah Gulf Desalination Company and will be 
operated under a WPA with OPWP with contracted capacity of 250,000 m3/day (55 MIGD), using 
RO technology, with scheduled commercial operation to begin in April 2018.

• Al Ghubrah II IWP:  Al Ghubrah II IWP owned by Muscat City Desalination Company achieved 
the Commercial Operation Date in February 2016.  The Plant has added a contracted desalina-
tion capacity of 191,000 m3/day (42 MIGD) using RO technology to the interconnected zone. 

• Barka IWPP Phase II Expansion project:  The second capacity expansion project developed by 
ACWA Power Barka achieved the commercial operation date in February 2016.  This expansion 
project added additional desalination capacity of 57,000 m3/day (12.5 MIGD) to the interconnect-
ed zone.

• Temporary Water project in Qurayyat:  Qurayyat temporary desalination plant with contracted 
capacity of 8,000 m3/day (1.8 MIGD) achieved the commercial operation date in November 2016. 

2020
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• Power exchange via Oman-UAE Interconnector: OPWP completed a power exchange trans-
action with Abu Dhabi Transco where OPWP imported 200 MW during the peak summer months 
of May and June, and exported 200 MW during July and August. The exchange was a successful 
demonstration of energy trading, with a net saving in cost and gas requirements to OPWP.

• Gas Utilization Improvement: Considering national priorities to manage the use of natural gas 
resources and the growing cost of energy subsidies, OPWP launched a joint initiative with OETC 
to make further improvements in gas utilization by the power and water plants. In 2016, OPWP 
and OETC achieved 7.7% reduction in the average amount of gas required for each unit of elec-
tricity generated.

• Demand Response: OPWP successfully completed a proof-of-concept trials in August, 2016 in 
coordination with the PAEW and Ghubrah II IWP. During the trial, Ghubrah II IWP was shut down 
for a two-hour period (14:00 to 16:00), leading to a reduction of approximately 25 MW in system 
demand over the period (50 MWh energy). OPWP expects that Demand Response (DR) can 
provide a significant and cost-effective resource toward reducing capacity requirements. In 2017, 
OPWP plans to evaluate tariff-induced demand impacts of the recently introduced Cost-Reflec-
tive Tariffs (CRTs). Expansion of the DR program would then begin in 2018. 

2.2  2017 Key priorities

2.2.1 strategic initiatives
• Contract Extensions: OPWP expects to complete negotiations with owners of Barka I and Al 

Kamil plants for the proposed extension of power and water purchase contracts in 2017, that 
would otherwise expire in the next few years. 

• Electricity Spot Market: OPWP is currently developing the detailed market rules for a wholesale 
electricity spot market. The market is scheduled to begin operational trials in 2019 and commer-
cial operation in 2020. The spot market for electricity will operate alongside the existing system 
of long-term PPAs and PWPAs. The market rules will be generally modelled on those that have 
been developed in other countries with certain modifications relevant to Oman.

• Secure GCCIA Member Benefits: OPWP will continue investigating the opportunities to partic-
ipate in any visible pilot electricity trading activities with other GCCIA Member States in order to 
test and establish the necessary arrangements for firm capacity transactions. This would create 
an alternative option for short-term contingent capacity, for which OPWP has previously procured 
rental diesel generators when required. Recently OPWP received an approval from AER to con-
sider the contribution of the GCCIA interconnection in calculating the requirements for both oper-
ating reserves and generation adequacy. 

• PDO Interconnection: OPWP has entered on MoU with OETC and PDO to evaluate costs and 
benefits of the proposed 400 kV interconnection from Nizwa to Duqm, PDO, and the Dhofar 
Power System.The expected benefits include fuel savings due to improved dispatch coordination 
among the power systems, access to areas with renewable energy potential, sharing of spinning 
reserves (reducing operating costs), and improved grid security. 

• New Procurement Methodology: OPWP plans to develop a new procurement methodology 
for long-term contracting for electricity generation. The new methodology will allow plants with 
expiring P(W)PA contracts to compete with bidders for new capacity for long-term agreement. In 
July 2016 OPWP appointed legal and economic advisors to carry out a strategic review of the 
contracting process, taking a medium-term view as to how best the future process can achieve 
OPWP objectives over the coming decade. The new procurement methodology will take into ac-
count the electricity spot market that is being developed since 2015. In December 2016, a tech-
nical advisor was appointed to supplement the legal and economic advisors from technical per-
spective. OPWP is finalising  the strategy for the new procurement methodology and is planned 
to be implemented for the next procurement.



22

2.2.2  projects under iMpleMenta-
tion

•   Sur IWP Expansion: The expansion proj-
ect at the Sur Desalination plant by Sharqi-
yah Desalination Company has substantial-
ly completed all the construction activities 
during 2016 and started the production of 
pre-COD water in fourth quarter of 2016. 
The plant achieved commercial operation 
during February 2017 and has added an 
additional capacity of 57,000 m3/day (12.5 
MIGD) to the existing capacity of 86,000 m3/
day (19 MIGD).

• Qurayyat IWP: Qurayyat Desalination Plant will be oper-
ated under a WPA with OPWP with contracted capacity of 
200,000 m3/day (44 MIGD), using RO technology. Con-
struction was ongoing during 2016 with the commercial 
operation expected during fourth quarter of 2017.

• Barka IV IWP: Project Agreements executed with Barka De-
salination Company and the project will be operated under a 
WPA with OPWP with contracted capacity of 281,000 m3/day 
(62 MIGD), using RO technology. Construction is ongoing 
with scheduled commercial operation to begin in second 
quarter of 2018.

• Sohar III IWP: Project Agreements executed with Myah Gulf Desali-
nation Company and will be operated under a WPA with OPWP 
with contracted capacity of 250,000 m3/day (55 MIGD), using 
RO technology. Construction is ongoing with scheduled com-
mercial operation expected in third quarter of 2018.

• Temporary Water Projects in Aseelah: OPWP award-
ed the development of the temporary desalination 
capacity at Aseelah to Muscat Water LLC with con-
tracted capacity of 10,000 m3/day (2.2 MIGD).  
The commercial operation is expected during 
third quarter of 2017.   
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• Salalah II IPP: owned by Dhofar Generation 
Company (DGC), and construction is ongoing. 
The plant will operate under a PPA with OPWP 
and it is expected to be completed in the first 
quarter of 2018. It is located at Raysut, at a site 
adjacent to the Raysut existing plant (NPS), 
and is contracted to provide capacity of 445 
MW.

• Musandam IPP: This project, a 120 MW 
power plant, is being developed by Musandam 
Power Company (MPC).  The project is under 
construction and the commercial operation is 
expected to be achieved during third quarter of 
2017.  

• Ibri IPP:  awarded in December 2015 to Ad 
Dhahirah Generation Company, the plant is 
under construction and is scheduled to deliver 
early power capacity of 940 MW from April to 
October 2018 and full power capacity of 1508 
MW in second quarter of 2019. 

• Sohar IV IPP:  awarded in December 2015 to 
Shinas Power Company. The plant is under 
construction and scheduled to deliver full pow-
er capacity of 1708 MW in first quarter of 2019.

2.2.3  projects under developMent
• Salalah III IWP: OPWP initiated procurement of the Salalah III IWP in 2015 for capacity of 

100,000 m3/day (22 MIGD), and planned COD in March 2020. The Plant location will be 
adjacent to the existing Salalah III IWPP near Mirbat. The award of the project is anticipated 
during first quarter of 2017.  

• Aseelah IWP: with capacity of 80,000 m3/day (17.6 MIGD) at Ashkarah using RO technol-
ogy, with COD planned for May 2020. The award of the project is expected during second 
quarter of 2017.

• Khasab IWP: with capacity of 16,000 m3/day (3.5 MIGD) using RO technology and sched-
uled COD for first quarter of 2021. The request for qualification were received from 13 inter-
ested parties in December 2016. The project is being developed on the basis of the currently 
established procurement process and targeted to be awarded by end 2017.

• 2021 IPP (Misfah IPP): proposed at Misfah near Muscat with a capacity between 800 MW 
and scheduled for COD in first quarter of 2021. The request for qualification were received 
from 11 interested parties in December 2016 and evaluation is under progress. The project is 
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being developed on the basis of the currently established procure-
ment process and targeted to be awarded by around December 
2017.

• Al Ghubrah II IWP: with capacity of 300,000 m3/day (66 MIGD) at Al 
Ghubrah area using RO technology, with COD planned for first quarter of 
2021.

• Water 2022 IWP: with capacity of 200,000 m3/day (44 MIGD) using RO tech-
nology, with COD planned for first quarter of 2022. The project is expected to be 
implemented in North Al Batinah Region.  

• 2022 IPP (Power 2022): refers to the procurement of capacity of approximately 2700 
MW for operation in early 2022 of which at least 800 MW is expected to be procured as 
new IPP and the remaining may be from plants that may be out of contract at that point of 
time. In order to make the comparison between the existing out of contract plants with the 
new I(W)PPs, a new procurement methodology is being currently developed. 

• Manah IPP: a 264 MW plant developed on a BOOT basis with the assets being transferred back 
to the Government in April 2020. Currently options are being considered for continuous opera-
tions of the IPP after the proposed ownership of the asset in 2020.  

• Duqm IWP: with capacity of 60,000 m3/day (13.2 MIGD) using RO technology. The RFQ was 
released in December 2015 and the RFP preparation has been completed pending PAEW direc-
tion. 

• Renewable Energy Projects: OPWP expects solar energy projects, wind farms, and potentially 
other renewable energy (RE) projects to complement gas-fired generation in the Sultanate in the 
near future as long as there is economic parity between the renewable and traditional energy 
projects. As a first step in this direction, a solar IPP (based on photovoltaic technology (PV)) is 
initiated by OPWP in late 2016 with the issuance of a tender for technical and economic advisors. 
OPWP will be assessing the economic parity of solar IPP and further course of action in relation 
to the procurement will be rolled out after the completion of the assessment. The solar IPP capac-
ity is expected to be in excess of 200 MW (at one or multiple sites).  

24
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3. FINANCIAL 
HIGHLIGHTS

      Regulatory framework:

Table 1 Where money comes from

OMR ‘000 2016 2015
Bulk Supply Revenue (Power) 585,479 581,738 
Bulk Supply Revenue (Water) 137,126 131,117 
Other Revenues 1,302 1,891 
Total 723,907 714,746

    Figure 6 Source of Cash

                                 

79.7% 

20.1% 

Power

Water

Others

0.2%

Table 2 Where money goes

RO’000 2016 2015
Power Purchase cost 579,862 576,804
Water Purchase cost 133,582 128,281

 Other cost 3,514 2,915
OPEX 6,724 5,608
Total 723,682 713,608
Profit/loss before Tax - Regulatory framework 225 1,138
Profit/loss before Tax - IFRS (2,856) (1,628)
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Figure 7 Application of cash  
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OPWP is counterparty to various long-term take-or-pay power and water purchase agreements. 
Under the IFRS, these long-term contracts are treated as leases and require recognising the cost 
based on the lease classification – finance or operating –as per IAS17. The regulatory framework 
recognises the contractual payment obligations under PPA/PWPA’s as cost and allows for its 
recovery under the price control.

In the financial statements, OPWP recognises the revenue as per the price control which is based 
on the payment obligations approach and recognises the cost based on lease accounting. The loss 
in the income statement and accumulated losses in the balance sheet is purely due to the mismatch 
in the basis of accounting revenues and costs. Figure 8 reflects the profitability position measured 
on the basis of the two frameworks over last seven years.  In 2016, the company made a net profit 
before tax of OMR 0.225 Million when accounted under the regulation accounting. However, under 
the IFRS framework, the statutory financial statements reflect a net loss before tax of RO 2.856 
Million.
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Figure 8 Profit before Tax
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Credit ratings:
During 2016, Standard and Poors (S&P) downgraded their rating from ‘BBB+’ to ‘BBB-‘ with negative 
outlook. Moody’s investors service has also downgraded their rating from A1/stable to Baa1/stable. 
This was due to the sharp drop in oil prices which has a negative impact on the assessment of 
Oman’s fiscal and external positions. Such review followed in line with the review of the outlook for 
Oman nationally and does not represent any OPWP specific issue.

The credit ratings of OPWP, as rated by the two leading rating agencies in 2016, are:

• Standard and Poor’s Ratings Services  ‘BBB-/ Negative’
• Moody’s Investor Services   ‘Baa1/Stable’
The credit rating agencies understand the issues regarding the IAS17 treatment of P(W)PAs in the 
accounts of OPWP and conclude that these do not have any effect on the company’s ability to meet 
its obligations. The credit rating reports are available on OPWP’s website.
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4. OPERATIONAL            
 HIGHLIGHTS    

4.1  purchase 
purchase cost - Mis

 Table 3 Main Interconnected System (MCS) - Electrecity
Particular Units 2016 2015 Variance
Cost of Purchase OMR’ 000 497,771 492,889 1%
Units Purchased GWh 29,549 28,354 4%
Average Cost per MWh OMR 16.846 17.383 -3%

purchase cost - dps    

Table 4  Dhofar Power System (DPS) - Electricity  
Particular Units 2016 2015 Variance
Cost of Purchase OMR’ 000 81,521 83,062 -2%
Units Purchased GWh 3,057 2,942 4%
Average Cost per MWh OMR 26.67 28.24 -6%

(AS PER REGULATORY FRAMEWORK)

The reduction in average cost per MWh is due to the combined effect of spreading of fixed capacity 
charges over higher number of units in 2016 and savings in gas cost due to better utilization of effi-
cient plants. The cost of MIS and DPS is combined to determine the bulk supply tariff for electricity.
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revenue – Mis and dps
OPWP sells electricity to the distribution companies according to bulk supply tariffs determined 
annually by OPWP and approved by the Authority. The bulk supply tariff allows OPWP to recover 
its purchase and procurement costs in accordance with the price control formula in the licence. Any 
excess or shortfall in revenue over maximum allowed revenue is allowed to carry forward and adjust 
as correction factor in the following year. Thus, bulk supply tariff and average revenue per unit in 
any given year is driven by purchase costs of that year and carry forward over/under recovery from 
the previous year.

Table 5 Bulk supply revenue
Particular Units 2016 2015 Variance
Main Interconnection System (MIS)
Bulk Supply Revenue for MIS  (Power) OMR’ 000          536,110          492,035 9%

 Unit Sold GWh 29,549             28,354 4%
Bulk Supply Revenue per MWh OMR 18.14               17.35 5%
Dhofar Power System (DPS) 
Bulk Supply Revenue for DPS  (Power) OMR’ 000 55,964  52,942 6%

 Unit Sold GWh  3,057  2,942 4%
Bulk Supply Revenue per MWh OMR 18.31 18.00 2%

4.2 water purchase 
Table 6 Water - MIS & DPS
Particular Units 2016 2015 Variance
Cost of Purchase OMR’ 000  133,582 128,281 4%
Water purchased 000m3 281,414 243,830 15%

 Average Cost per m3 OMR 0.475  0.526        -10%
Bulk Supply Revenue ( Water) OMR’ 000 154,421 122,059 27%
 Bulk Supply Revenue per m3 OMR 0.549   0.501 10%

The reduction in average cost per m3 is largely due to the effect of spreading of fixed capacity 
charges over higher number of units in 2016. 

OPWP sells water to the PAEW and DGW, Salalah according to bulk supply tariffs determined 
annually by OPWP and approved by the Authority. The bulk supply tariff allows OPWP to recover 
its purchase and procurement costs in accordance with the price control formula in the licence. Any 
excess or shortfall in revenue over maximum allowed revenue is allowed to carry forward and adjust 
as correction factor in the following year. Thus, bulk supply tariff and average revenue per unit in 
any given year is driven by purchase costs of that year and carry forward over/under recovery from 
the previous year.
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5. OPERATIONAL 
PERFORMANCE

5.1 procureMent and BulK 
supply arrangeMents

OPWP purchases electricity and desali-
nated water in accordance with the Power 
Purchase Agreements (PPAs), Power and 
Water Purchase Agreements (PWPAs), 
and Water Purchase Agreements (WPA) 
with various generators and desalination 
companies. These agreements are gen-
erally for a period of 15 years.
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Table 7  Long Term Power and / or Water Purchase Agreements

Plant Type Status Contract 
Start

Contract 
expiry

Power 
Capacity 
(net MW)

Water 
(MIGD)

 Al Ghubrah Power and
 Desalination Co. PWPA Operational 2005 2018 335 31.0

 Rusail Power Co. PPA Operational 2005 2022 655

 Wadi Al-Jizzi Power Co. PPA Operational 2005 2018 313

 United Power Co. PPA Operational 1996 2020 254

 Al Kamil Power Co. PPA Operational 2002 2021 271

ACWA Power Barka PWPA Operational 2003 2021 427 42.7

 Sohar Power Co. PWPA Operational 2007 2022 585 33.0

  SMN Barka Power Co. PWPA Operational 2009 2024 674 26.4

 SembCorp Salalah Power
and Water Co. PWPA Operational 2012 2027 445 15.0

 Al Batinah Power Co. PPA Operational 2013 2028 738

 Al Suwadi Power Co. PPA Operational 2013 2028 738

 Phoenix Power Co. PPA Operational 2014 2029 1988

Muscat City Desalination Co. WPA Operational 2014 2034 42.0

Sharqiyah Desalination Co. WPA Existing Operational 2014 2036 18.4

 Muscat Water Co. (Qurayyat
temporary water) WPA Operational 2016 2018 1.8

Dhofar Generating Co. PPA Existing Operational 2014 2032 276

Dhofar Generating Co. PPA  New Plant under
construction 2014            

2032 445

Al Sharqia Desalination Co. WPA  Extension under
construction 2014 2036 10.6

Musandam Power Co. PPA Under construction 2016 2031                            
121

Qurayyat Desalination Co. WPA Under construction 2017 2037 44.0

 Barka Desalination Co. (Barka
IWP) WPA Under construction 2018 2038 61.8

 Myah gulf Oman Desalination
Co. (Sohar IWP) WPA Under construction 2018 2038 55.0

 Shinas Generating Co.
(Sohar) PPA Under construction 2019 2034 1710

 Al Dhahira Generating Co.
(Ibri) PPA Under construction 2019 2034 1509

 



34

Table 8.A   Key operational parameters – 2016

Capacity Utilisation – Power
OPWP procures capacity to meet the demand for summer peak as per its 

statutory obligations. The following table shows the capacity utilisation at the 
time of summer peak of 2016.

Plant Owner Peak Capacity  Utilisation (%)
 Al Ghubrah Power and Desalination Co. 86%
 Rusail Power Co. 72%
 Wadi Al-Jizzi Power Co. 78%
United Power Co. (Manah Plant) 100%
 Al Kamil Power Co. 69%
  ACWA Power Barka 100%
Sohar Power Co.  (Sohar I) 89%
SMN Barka Power Co.  (Barka II) 60%
Al Batinah Power Co.  (Sohar II) 99%
Al Suwadi Power Co.  (Barka III). 94%
Phoenix Power Co.  (Sur IPP) 67%
SembCorp Salalah Power and Water Co. 72%
Dhofar Generating Co. 74%

Table 8.B   Key operational parameters – 2016

Capacity utilisation - Water
The utilisation of water capacity during 2016 is as under: 

Plant Owner Capacity  Utilisation (%)
 Al Ghubrah Power and Desalination Co. 63.5%
  ACWA Power Barka 89.3%
Sohar Power Co.  (Sohar I) 82.5%
SMN Barka Power Co.  (Barka II) 88.4%
Sharqiyah Desalination  (Sur IWP) 95.1%
SembCorp Salalah Power and Water Co. 93.5%
Muscat City Desalination Co. (Ghubrah IWP) 69.0%
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5.2 purchase and sale of power and
water during 2016
Figure 9 MIS - Purchase and Sale of Electricity and Water during 2016 

Figure 10 DPS - Procurement and Sale of Electricity and Water during 2016

            



5.3  electricity deMand and generation resources (2010-2016)
Figure 11  Power Peak Demand in MIS and DPS (2010-2016)
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The Peak demand in the MIS has increased from 3,492 MW in 2010 to 5,920 MW in 2016 at an 
average annual growth rate of about 9.2% for MIS (with an increase of 6% in 2016 compared 
to 2015). DPS also increased at an average annual growth rate of 6.5% (with an increase 
of 0.5% in 2016 compared to 2015).
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 Figure 12 Electrical Energy Delivered in MIS (2010-2016)
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The figure shows an increase in electrical energy at an average annual growth rate of 9.4% during 
2010 -2016 (with an increase of 2% in 2016 compared to 2015). and drop in 2016 is mainly driven 
by down turn in economic activities.
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     Figure 13  Electrical Energy Delivered to Dhofar Power System (2010-2016)
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The figure shows an increase in electrical energy at an average annual growth rate of 8.3% during 
2010 -2016 (with an increase of 4% in 2016 compared to 2015).
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5.4  fuel efficiency
The primary fuel resource for power generation 

and associated water production in the MIS is natural 
gas, supplied by the Ministry of Oil & Gas. Through the 

introduction of new more efficient power plants, OPWP has 
steadily improved system efficiency and the utilization of gas. 

Total gas consumption in the MIS in 2016 was about 7.1 billion 
Sm³, compared to about 7.4 billion Sm³ in 2015, a decrease of 4.0% 

gas consumption despite an increase in energy delivered by 4.3% 
during this period. 

Over the past seven years (2009 – 2016), while annual energy delivered of 
the power plants in the MIS has increased at an average annual rate 9.3%, 

the gas consumption has increase at the rate of 4.1% during the same period. 
Thus fuel utilization has improved at an annual average rate of 4.8% over last 

eight years. 

       Figure 14  Yearly Gas Consumption (MIS & DPS)  
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      Figure 15 Gas Consumption from 2010-2016 
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The figure above shows that gas consumptions per unit of power generation has 
fallen by 29% since 2010, and by 8% in 2016 compared to 2015.
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5.5 perforMance of power generation resources in 2016 
Figure 16 Energy Demand Profile – 2016 (MIS)
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The electricity demand is seasonal in nature and peak requirement in July is more than twice the 
energy required in January.
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                   5.6  power purchase cost

  Figure 17 Power Purchase Cost -MIS
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The cost of total energy purchased has increased at an average annual rate of about 
16.6% from 2010 to 2016. In 2016, the cost of energy purchased increased by 1 % 
compared to 2015.
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 Figure 18 Power Purchase Cost – DPS
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The cost of total energy purchased has increased at an average annual rate of 10% from 2010 
to 2016.  In 2016, the cost of energy purchased decreased by 2% compared to 2015.
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  5.7 electricity BulK supply statistics

 Figure 19 Yearly Electricity Bulk Supply Quantity- MIS
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The chart shows quantity increase in energy used by Muscat, Mazoon and Majan 
distribution companies over seven years.  The bulk supply quantity increased by 
10% annually over last seven years and increased by 4% in 2016.
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 Figure 20 Yearly Electricity Bulk Supply Charges- MIS
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The average annual growth in bulk supply charge is 18.7% over last seven years (with an 
increase of 9% in 2016 compared to 2015).
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 Figure 21 Monthly Electricity Bulk Supply Quantities - MIS
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The chart reflects demand profile of the system with demand during winter is significantly 
lower than summer.
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 Figure 22 Monthly Electricity Bulk Supply Revenue - MIS

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2015 17 17 22 33 70 74 78 53 49 35 24 18
2016 19 19 23 30 82 85 86 58 51 37 24 22
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The maximum monthly charge of electricity supplied was in July this year. The bulk supply 
revenue profile follows demand pattern along with seasonal tariff which is higher in summer and 
lower in winter.
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        Figure 23  Plant Utilization- Water  
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The utilization of water capacity of Ghubrah, Barka I, Barka II and Sohar I is lower due to 
the new capacity added in 2016 by way of Ghubrah IWP and Temporary Qurayyat IWP.
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 Figure 24 Potable Water Purchased (2010-2016)- MIS & DPS

 

0

50

100

150

200

250

300

2010 2011 2012 2013 2014 2015 2016

M
illi

on
 C

u.
M

Ghubrah Barka I Barka II Sohar Sur IWP

SSPWC Ghubrah IWP Tem. Qurayat Total 

The water delivered to the PAEW has increased on an average annual growth rate of 13.9% 
during 2010 -2016 (with an increase of 16% in 2016 compared to 2015).
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6. HUMAN
RESOURCES

6.1. Key huMan resources initiatives in 2016 
OPWP has completed various HR initiatives such as implementing Group Integrated Competency 
Framework model for all the grades, and development of Succession plan by identifying a Talent 
Pool for critical roles.

OPWP invests significant resources on training and development of human resources. In 2016, the 
Company invested about 4% of staff cost on the training and development.

The company recruited 14 employees during 2016, and the total number of employees at the end of 
the year reached 75 employees. During the year, the company achieved 85.3% Omanization level.
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7. QUALITY, 
HEALTH
& SAFETY
& ENVIRONMENT 

In 2016 OPWP team engaged the employees and 
the contractors in a series of events promoting 
QHSE awareness including training and knowl-
edge sharing to positively influence the QHSE cul-
ture. 

The single LTI in 2016 at Musandam project was 
a reminder on how unsafe behaviours can have 
consequences on the safety of individuals and that 
working at heights remains among the top hazards 
at project sites. 

OPWP successfully upgraded its earlier QMS ISO 
certification to the latest ISO requirement as it was 
recertified in the Quality Management system ISO 
9001: 2015. OPWP will continue its journey of con-
tinual improvement through complying with the 
laws and regulations, applying the right levels of 
intervention where necessary, and respecting the 
environment and the public as a whole by being a 
responsible partner in the development of the sec-
tor and the country as a whole. OPWP will strive to 
achieve this important goal through implementing 
an HSE management system in compliance with 
OHSAS 18001: 2007 and working closely with all 
interested parties to collectively demonstrate the 
aspired improvement in QHSE performance. 
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8. CORPORATE
GOVERNANCE
REPORT

8.1 corporate governance 
Good governance is fundamental to OPWP being able to 
deliver water and electricity for Oman that serves the short 
and long term interests of its shareholders, the nation and 
the ultimate consumers. OPWP strives to incorporate good 
governance in its decision making and business practices. 
It means OPWP is structured to make timely, evidence 
based, independent decisions under the auspices of its 
regulatory framework. It also serves to ensure that OPWP 
can manage risks appropriately, act with transparency 
and integrity and engage effectively with its stakeholders.

The role of the Board of OPWP is to approve the strategic 
direction of OPWP, to guide and monitor the management 
of OPWP and its businesses in achieving its strategic 
plans, and to oversee good governance practice. The 
Board aims to protect and enhance the interests of its 
shareholders, while taking into account the interests of 
other stakeholders, including employees, customers, 

counter-parties, suppliers, its regulator and the wider community. In performing its role, the Board 
is committed to a high standard of corporate governance practice and fostering a culture of 
compliance which values ethical behaviour, personal and corporate integrity, transparency, fairness, 
accountability and respect for others. 

The OPWP Chief Executive Officer has responsibility for the day-to-day management of OPWP and 
its businesses, and is supported in this function by the OPWP senior management team. The Board 
maintains ultimate responsibility for strategy and control of OPWP and its businesses.

In pursuit of its aims in respect to good corporate governance, the Board has adopted number 
of manuals and policies approved by Nama Group - the Group Operating Manual, the Group HR 
Manual, the Group Compliance Manual, the Group Treasury Policy, the CEO Remuneration and 
Benefits Policy, the Company Secretary Procedures Manual, the Sector’s Policy Statement on 
Fraud Deterrence, the Sector’s Policy Statement on Conflict of Interest, and the Code of Ethics and 
Business Conduct. The Board has also responded to the change in the jurisdiction of the Tender Board 
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by commissioning, reviewing and adopting a Procurement Process Map which comprehensively 
establishes and governs, in conjunction with the applicable laws of Oman, the procurement process 
for the Company. 

The Group Manuals and Policies govern the relation between EHC and the Subsidiaries, as well as 
setting forth the procedures of the Board clearly so as to avoid ambiguity in the governance of the 
Company.

The Code of Ethics and Business Conduct is a Nama Group initiative in the area of corporate 
governance which applies to all directors of EHC and its Subsidiaries and which serves to emphasise 
the Company’s commitment to ethics and compliance with the law, set forth standards of ethical and 
legal behaviour, provide reporting mechanisms for known or suspected ethical or legal violations, 
and help prevent and detect wrongdoing.

The Sector’s Policy Statement on Conflict of Interest serves to establish clear guidelines on the 
identification and management of conflicts of interest. At Board level a “conflict of interest” occurs 
when the private interests of a member of the Board of Directors interferes in any way with the 
interests of EHC or its Subsidiaries. In addition to avoiding conflicts of interest, member of the Board 
should also avoid the appearance of a conflict of interest. 

The Sector’s Policy Statement on Fraud Deterrence introduced across the Nama Group serves as 
the final component of the corporate governance framework to safeguard the financial viability of the 
Group and transactions within the Group. 

In addition, the Company periodically reports its compliance with all statutory obligations to the 
Board and to its primary shareholder, EHC.
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8.2   internal audit
The Internal Audit function provides an independent and objective 

opinion on the adequacy and effectiveness of the Company’s systems 
for risk management, internal control, and governance together with 

recommendations to improve those systems. The function operates 
independently of management, under a mandate approved by, and kept under 

review by, the Audit Committee. A risk based approach is used to identify, prioritise 
and focus on internal audit activities. The annual audit plan is presented to the 

Audit Committee for approval. The Audit Committee meets the internal auditors to 
discuss the results of the quarterly internal audit. Mr Saleh Al Rumhi, Deputy Chairman 

with considerable experience in Board supervisory and enhancement roles, was the 2016 
Chairman of the Board’s Internal Audit Committee.

Table 9  Board and Board Committees 

Members - 2016 Number of Meetings 
in 2016

Board of Directors

Hamdan Al Hinai (Chairman)
Saleh Al Rumhi (Deputy Chairman)
Saleh Al Harthy (MOF representative)
Hussain Al Balushi (EHC representative)
Hanan Askalan

5 Meetings

Audit Committee

Saleh Al Rumhi (Chairman)
Saleh Al Harthi
Hussain Al Balushi
Hanan Askalan

4 Meetings

 Human Resource
Committee

Saleh Al Rumhi (Chairman)
Saleh Al Harthy
Hanan Askalan

4 Meetings

 Internal Tender
Committee

Hamdan Al Hinai (Chairman)
Saleh Al Rumhi (Deputy Chairman)
Hussain Al Balushi
Ahmed Al Jahdhami (CEO)
Bob Whitelaw (Senior Advisor)

4 Meetings

8.3   risK ManageMent
To secure the Company’s operations and achieve key objectives, OPWP has developed enterprise 
risk management framework to identify and manage the risks effectively. OPWP manages the risks 
associated with its operations by identifying; measuring and preventing key uncertainties. Risks are 
assessed in terms of likelihood as well as business and financial impact. 
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8.4   Board Meetings and sitting fees
The Board and its committees are responsible for establishing the general policies of the Company, 
supervising the execution of its activities, approving its budget and the appointment of the top 
management positions. The following table shows the number of meetings held by the Board and its 
committees and attendance of members:

Table 10 Board Meeting and Sitting Fees
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 Mr. Hamdan Bin Ali Al Hinai   Chairman  5(5)  4(4)   3,250 1,600

 Eng. Saleh Bin Nasser Al-Rumhi  Deputy
Chairman  5(5) 4(4) 4(4) 4(4) 2,000 4,000

Mr. Saleh Bin Ali Al Harthy  Board
Member  5(5) 4(4) 2(4) 2,500 1,800

Mr. Hussain Al Balushi  Board
Member  5(5) 2(4) 2(4) 2,500 1,200

 Ms. Hanan Askalan  Board
Member 2(5) 2(4) 2(4) 1,000 1,200

  Total 11,250 9,800
( ) numbers in bracket represent meetings held during the year. The total sitting fees is 
RO 21,050

9. FINANCIAL STATEMENTS
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