
Management Discussion & Analysis Report 
 
Industry structure and development 
 

85% of potable water demand in Oman is met from sea water which is desalinated by plants located 
throughout the country. Oman’s water system is divided into regional systems including Main 
Interconnected System (MIS), the largest part of the system covering the highly populated northern area 
of Oman.  

Barka Desalination Company’s (“BDC” or “Company”) core business activity is to develop, own and 
operate the Barka Independent Water Plant, the largest SWRO desalination plant in Oman with a 
contracted capacity of 281,000 m3/d which caters to c.23% of the water demand in the Sultanate as per 
OPWP’s 7-year statement (2019-2025). The Plant is strategically located at Barka, South Batinah 
Governorate, and is thereby a key water supply unit for Muscat city. The Plant has been in commercial 
operation since 13 June 2018. 

The Company has entered into a 20-year WPA (expires in April 2038) with OPWP, a government owned 
entity. Oman Power and Water Procurement Company (OPWP) is the single buyer of water for all IWPP 
and IWP projects and is responsible to meet the growing demands. With a long term WPA, the Company 
has a well-established contractual framework and receives capacity charges from OPWP based on the 
Plant’s availability irrespective of the quantity of water dispatched. This makes the Company resilient to 
water demand fluctuations during the WPA period. 

 

Opportunities & Challenges 
 

Barka Desalination Company benefits from a long term income stream and strengths including the 
following: 

Well-established contractual framework with long term water purchase agreement, ensuring cash flow 
protection against adverse events such as buyer risk events and force majeure.  

Stable and predictable cash flows, resilient to potential shocks in electricity prices and water demand 
during the term of the WPA.  

Proven long-term reliable RO desalination technology. 

Experienced Project Founders with an established track record of ensuring transfer of skills and know-
how. 

Fully operational Project. 

Experienced international operator comprising of experts and skilled operational personnel. 

Continuous demand for water, with opportunities for incremental growth in revenue after the expiry of 
the current off-take contract. 



 

Analysis of the company product  
 
The Plant has achieved excellent operating performance with efficient Plant operation since Commercial 
Operation Date (COD) with high commercial reliability which evidences efficient plant operation. The Plant 
has successfully completed four performance tests, with the latest one having been completed in March 
2021. In all the completed performance tests, the Plant has been able to demonstrate performance 
parameters which were inline or better than the contractual parameters. In 2021, the plant availability 
recorded has been more than 99%, excluding the scheduled unavailability period as per the terms of the 
WPA. The SWRO process does not require any input but electricity to operate and the Plant contains a 
pre-treatment system, designed to remove solids from seawater which enables the Plant to operate at 
full capacity during unforeseen red tide algal blooms and other potential adverse events. 

 

Overall, total forced outages in 2021 was 0.48% against 1.97% for 2020. 

During 2021, the Plant produced a total of 81,644,644 m3 of potable water with a utilization factor 
averaging 81.18% of total plant capacity or 4.53% of scheduled available capacity. Plant production is 
determined by the daily dispatch instruction issued by PAW. 

 

The Plant benefits from extensive management expertise and operational knowledge accumulated 
through decades of experience. The management is strongly supported by a highly trained Plant staff of 
approximately 55 employees, of which 50 employees are Omani citizens. The Project has achieved an 
overall Omanisation ratio of 91% as of 31 Dec 2021. 

 
Risks associated with the project 
Operational Risks 
The Company has the following arrangements to mitigate risks: 

The Company has taken out insurance policies against property damage/machinery breakdown, business 
interruption, terrorism and/or sabotage and public/products liability. 

The Company has considered in its summary projected financials, the anticipated outages, the equipment 
needed for maintenance/repairs/replacements and the projected deterioration of equipment for the 
whole WPA term. 

The Company has entered into the O&M agreement with the Operator, whose employees have 
experience of managing similar plants internationally. Under the O&M Agreement, the Operator ensure 
continuous operation and minimal downtime for repairs. 

A substantive portion of the Plant operational and maintenance risk is transferred to the Operator under 
the O&M Agreement. 



Performance Risk 
The Company is required to carry out periodic performance tests to demonstrate the available Plant 
capacity. If the Plant is unable to achieve the required targets, then the Company may no longer be eligible 
to receive the projected Water Capacity Charges as provided under the WPA, until such time as the Plant 
successfully achieves the targets in a subsequent performance test. 

However, the Plant has successfully passed all of the tests required under the WPA prior to COD and all 
of the performance tests since COD. It has also been operated satisfactorily since the most recent test 
conducted in March 2021. 

Availability of skilled personnel 
 

The Company depends to a significant degree on the continued services of key personnel, both employed 
by it and those employed by the Operator. Their skills and experience are crucial elements to the success 
of the Company’s business. The Company has a limited number of employees, as the labour-intensive 
operation and maintenance is outsourced to the Operator. 

The loss of any member of the Management or the loss of any other key employees may result in a loss 
of organisational focus, poor execution of operations, or an inability to identify and execute potential 
strategic initiatives. However, if the Company was exposed to a loss of senior executives and employees, 
it would be able to pool resources from and rely on the support of the Project Founders, and this serves 
to mitigate the risk faced by the company in this respect. 

 

Financial and Operational Performance 
 

Revenue has increased by 6.0% (by RO 1,030K) as compared to the previous year. This is mainly due to 
higher water demand and dispatch of water resulting into higher Water output charge and higher 
Electricity charge. 
 
The cost of sales has increased by 13% (by RO 1,415K) as compared to the previous year. This is mainly 
due to higher Capacity payment to operator along with higher Electricity cost and variable fee for plant 
operation due to higher water demand and water dispatch.  
 
The administrative and general expenses have increased by 6% (by RO 24K) as compared to the previous 
year. 
 
Finance expenses have decreased by 13% (by RO 622K) as compared to the previous year. This is mainly 
due to the impact of the decrease in outstanding loans payable to lenders and shareholders along with 
hedge arrangement. 
 
Current year profit before tax has increased by 20% (by RO 220K) as compared to the previous year, due 
to the above reasons. 
 
Current year profit before tax represents 7% of the revenue. 



Current year profit after tax represents 6% of the revenue. 
 
Based on the financial results, the Board proposes to the AGM to approve authorizing the Board of 
Directors’ to determine and distribute cash dividends to the Company’s Shareholders in April 2022 and 
October 2022 out of the retained earnings as per the audited financial statements for the financial year 
ended 31 December 2021, provided that the aggregate amount shall not exceed 12 Baisas per share. 
 

Outlook for 2022 
 

The Company will endeavor to ensure that it continues to take reasonable and prudent measures to 
improve its performance for FY2022, by improving the Plant’s reliability and availability, without 
compromising on HSE matters. 
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