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H.E. Mr. Amr Abdullah Al Dabbagh 

He is the Chairman & CEO of the Jeddah-based Al-Dabbagh Group, a family 
conglomerate founded in 1962 by His Excellency Abdullah Al-Dabbagh, 
former Saudi Minister of Agriculture. Al-Dabbagh Group employs in excess 
of 13,000 people globally through its 57 companies; with manufacturing 
presence in 35 countries and sales, services and projects in over 60 
countries. It has four strategic business portfolios in Food, Housing, 
Petroleum & Auto-services and Packaging as well as an Incubation portfolio.  

His Excellency has enjoyed a 30-year career that began in 1984 when he 
joined Al-Dabbagh Group on a part-time basis at the age of seventeen. He 
has over the course of his career served in public office for two terms as the 
Governor (with a rank of a Minister) of the Saudi Arabian General Investment 
Authority (SAGIA), elected for two terms on the Jeddah Chamber of 
Commerce and appointed for two terms on the Makkah Regional Council.  

His Excellency currently sits on the Board of Trustees of the Eisenhower 
Fellowship based in Philadelphia. He is also a member of the Cleveland Clinic 
International Leadership Board in Cleveland and is a Governor of the London 
Business School Governing Body.  
 

 

 
Dr. Ibrahim Hasan Al Madhoun 

Earned his Bachelor and Master Degrees in Civil Engineering from King Fahd 
University for Petroleum and Minerals (KFUPM). He also earned his PhD in 
Civil Engineering from University of Arizona. He served as a General 
Manager and Head of Legal Department in SAVOLA. Currently, he is a Board 
Member in Almarai Company, Fitahi Holding Group, Herfy Company, and 
Obeikan Investment Group. 
 

 

 

Mr. Don Brown Sumner 

Mr. Don Brown Sumner earned his certifications from the Lindsey-Cooper 
Technical School in the United States. He joined Red Sea Housing in 1978 
as project manager and was appointed general manager in 2003. From 2006 
to 2014, Mr. Sumner has been serving as the Company’s CEO and Managing 
Director. In 2015, Mr. Sumner was appointed as the Acting CEO. Mr. Sumner 
has been serving as a Board Member since 2006. 
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Eng. Hussein Abdullah Al Dabbagh 

Obtained his Bachelor Degree in Civil Engineering from University of Texas 
at Arlington. He has more than 35 years of experience in the field of 
Architectural Consultancy, Project Management and Human Resources. 
Among other positions, he is serving as General Manager for NACO, which 
executes different projects in airports around the Kingdom. 
 

 

 
Mr. Jamal Abdullah Al Dabbagh 

Earned his Bachelor and Master Degrees in Business Administration. Served 
as a Member of the Agricultural Committee in Riyadh Chamber of Commerce. 
He is currently the General Manager of Dabbagh Group, and the Chairman 
of the Board of Gulf General Cooperative Insurance Company. 
In addition, he sits on the Board of National Scientific Company, Advance 
Petroleum Services Company, Agricultural Development Company, and 
International Project Development Company. 
 

 

 
Mr. Mohamed Husnee Jazeel 

Earned his Certificate from the Chartered Institute of Management 
Accountants in the UK. He acquired a solid experience in the field of 
accounting that surpasses 25 years. He served in several managerial roles 
in PriceWaterhouseCooper (PWC) in different offices around the world. In 
1992, he joined Dabbagh Group and was appointed as the Chief Financial 
Officer. He also serves as a Board Member for Gulf General Cooperative 
Insurance Company and Petromin Company. 
 

 

 
Dr. Muhammad Ali Ikhwan 

Obtained his Bachelor Degrees in General Engineering and System 
Engineering from King Fahd University for Petroleum and Minerals (KFUPM). 
Then he earned his Master Degree in Operations Research, and his PhD in 
Engineering Economic Systems (EES), both from Stanford University, USA. 
He served as the Chairman of Industrial Engineering Department in King 
Abdulaziz University. He was appointed in numerous high-ranking posts in 
SAVOLA including General Manager of the Packaging Division, CFO, Head 
of Business Development, and Head of Mergers and Acquisitions. He 
currently serves as a Board Member for several companies including Gulf 
General Cooperative Insurance Company, Fitaihi Group and GASCO. 
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Mr. Saleh Mohammed Binladen  

Earned a degree in Business Administration from Bournemouth International 
College. Mr. Binladen has extensive experience that exceeds 34 years in the 
field of project management and driving companies’ performance, which he 
has gained through the different managerial and executive roles he occupied 
throughout his working career. In addition to being the General Manager of 
Project Management & Development Company, he serves as a Board 
Member in a number of distinguished companies, such as Saudi Binladen 
Group, Makkah Construction and Development Company, Knowledge 
Economic City, and Ports Development Company. 

 

 
Mr. Sami Ahmed BinMahfooz 

Acquired his Bachelor and Master Degrees in Finance from Ohio State 
University, and excelled the Executive Program in Darden School University 
in the United States. He possesses solid experience that exceeds 30 years 
in Banking Operations, credit instruments and policies. He served in different 
leading positions in National Commercial Bank until becoming the Chief Risk 
Officer. 
 

 

 
Mr. Waheed Ahmed Shaikh 

Earned a degree in Mechanical Engineering and Masters in Business 
Administration. In his early career, Mr. Shaikh occupied a number of positions 
in Shell Company and became Retail Manager before leaving Shell in 
January 2000. He joined Dabbagh Group in February 2000 as CEO of one of 
its JV company Advanced Petroleum Services Limited (APSL). On successful 
completion of his assignment in APSL, Mr Shaikh was promoted to the 
position of Chief Operating Officer in Dabbagh Group in 2006. 
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Message from the CEO  

Dear Fellow Shareholders, 

Considering that 80% of our Revenue historically comes from the Oil & Gas Industry, we believe that we finished FY2016 

in pretty good shape. Despite the downsizing and cost cutting taking place in most of our niche markets, we ended the year 

with the following positive results: 

• Revenues were up marginally at SAR 1.03 Billion 

• Gross Profit was up over 1% at 261 Million 

• Net Profit was up 16% at 88 Million 

Ever since the collapse of oil prices in 2015, we have been navigating through a continuingly slow and extremely sluggish 

market. Along with the big drop in oil and other commodity prices, came the lack of demand for Remote Site Worker Camps, 

our core business. In order to keep the factories running we developed new and lower cost products, reduced direct costs 

and overheads, cut all unnecessary expenses and sought out new sources of revenues. To say the least, it has been very 

challenging and difficult. However, by focusing on our strength, which is supplying high quality products and services to 

demanding clients, we have again achieved another successfully profitable year.      

In April, we were fortunate to acquire the Malaysian Prefabricated Manufacturer, AM Modular. We purchased the company 

with a production back log of over US$ 40 million and acquired all the technology which they have for constructing steel 

modular multi-story buildings. By way of this acquisition we are now the largest modular builder in Malaysia. The company 

also has a history of providing product to Australia at very attractive prices. By the end of 2016, AMM was the second most 

profitable operating unit in the Red Sea Group of companies.   

Our long-term view is to take the basic AMM technology and integrate it into our other existing production facilities. With a 

system capability of providing buildings up to 17 stories, we are currently planning expansion into the Affordable Housing 

and Commercial Building markets in the Middle East. We expect this to be a real game changer for us. 

In 2016, after a marginal breakeven in 2015, Premier Paints Company, our Joint Venture with Sherwin-Williams Paints, 

achieved profitability. During the year, the company engaged in extensive business expansion activities including: 

• Adding Protective Marine Coatings to our product range 

• Extending the Manufacturing Facility in the UAE 

• Commenced operation of Company Owned – Company Operated (CoCo) show rooms. Currently 6 are in 

operation in Jeddah. 

We envision having up to 150 CoCo show rooms in operation by 2020. With the continued support of Sherwin-Williams 

Paints, the largest Paint Manufacturer in the world, we expect a very bright future for this JV. 

Supported by our well capitalized balance sheet and exceptional management team, we believe that our strong brand, 

quality products and excellent service will continue to make us the preferred supplier of choice for Remote Site Housing 

Facilities to the Oil & Gas Industry. We intend to augment this success by entering the market for vertical buildings which 

will give us a new and unlimited area of expansion. 

On behalf of the Board of Directors, we wish to extend our sincere gratitude to our shareholders for their continuous support 

and for believing in our company. We are confident that the steps we took to improve our operations this year, have created 

a foundation for future growth and additional profitability in the years ahead. 

Sincerely, 

 

Don B Sumner 

Acting CEO – Red Sea Housing Services Company 
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(1) Company’s Profile 

Red Sea Housing Services Company, a Saudi Public Joint Stock Company, was founded in 
accordance with the Ministerial Decree No. 2532 dated 09/02/1427 corresponding to 25/09/2006. 
Before becoming a joint stock company, it was a Limited Liability Company registered in the Kingdom 
of Saudi Arabia. The company’s headquarter is currently located in Jeddah, Saudi Arabia. The 
company derives its revenues from the seamless synergy of its three divisions – Industrial Housing, 
Building Materials, and Affordable Housing.  

The Industrial Housing division provides housing facilities and related infrastructure in remote areas 
for local and international clients within Mining, Oil & Gas, Manufacturing, Government, Building & 
Construction, and Infrastructure sectors, which include rental of properties and sale of housing units; 
and enable them to relocate their workforce to designated sites as required. The company uses 
products manufactured in its state of the art facilities to reach the quality aspired by its customers. 
The company also specializes in the production of Water Treatment Plants, Sewage Treatment 
Plants, and Power Generation Plants in addition to Fuel/Water Storage Tanks, Chiller/Freezer, Fire 
Suppression Systems, and Incineration Units, to ensure availability of all elements to deliver projects 
according to client specifications – free of defects and in the stipulated time.  

During 2013, the company ventured to add its Building Materials division, extending its activities and 
engaging in the production and distribution of paint and coating products, which include architectural 
paint, and industrial and marine coating, by entering into a shareholder’s agreement with Sherwin-
Williams when it acquired 81% share of Premier Paint Company. The division also has a trained team 
of professional painters capable of providing reliable paint application services for medium and large-
scale projects in the housing, commercial and industrial sectors 

In early 2015, driven by population growth and macro-economic demand, the Company kick-started 
its Affordable Housing division. This socially responsible venture looks to develop and deliver urban 
communities at economic rates and is looking to tap the affordable housing gap of the Saudi Arabian 
market.  

During 2016, the company developed an innovative modular building system to construct multi-level 
steel frame buildings for hotels, apartments, schools and other building types. The Vertical Modular 
system features structural steel frames that can be stacked to 12 levels with concrete floors, and fire 
rated walls, in compliance with all relevant building codes. This new Vertical Modular system enables 
clients to take advantage of the significant time and cost savings that modular construction can 
deliver.  

The company’s largest manufacturing facility is located in the city of Jubail, Saudi Arabia. In addition, 
the company has two more manufacturing facilities located in Jebel Ali, Dubai, and in Accra, Ghana. 
The company also has a manufacturing facility in Libya, which has not yet commenced operations. 
With the acquisition of Malaysian company AM Modular in 2016, the company acquired its fifth 
manufacturing facilities, which is located in Malaysia. The operating facilities have a total production 
capacity that exceeds 770,000 square meters per year. The geographical spread of the company in 
more than 65 countries has helped in taking advantage of the available housing opportunities and the 
ability to deliver housing solutions in numerous targeted areas. The ability of Red Sea Housing 
Services Company to coordinate between the different manufacturing facilities, shipping services and 
construction sites has made the company a leader in the field of providing comprehensive housing 
solutions in remote areas around the world. 
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Red Sea Housing Services Company currently employs more than 3,390 skilled employees. The 
management has a very high level of expertise in the field of manufacturing and housing solutions, in 
addition to possessing competent workforce, which is well specialized in local and International 
markets. The adoption of the company’s extensive knowledge in the fields of designing, planning, 
production and execution of projects are some of the elements that enable the company to provide 
high quality and trustworthy products and services. 

The company also generates revenue from Camp Operations and Facilities Management, and 
Hospitality and Catering services 

Camp Operations and Facilities Management falls into two main categories:  

1) Fixed Compound Accommodations such as the Desert Palms Compounds located in Yanbu and 
Jubail, Saudi Arabia and Hassi Messaoud, Algeria. These are designed to be semi-permanent 
facilities. These compounds are built, owned and operated by Red Sea Housing Services for the 
purpose of accommodating senior and junior staff in districts where quality accommodations are 
in short supply. In addition, to supplying residential and office needs, our compounds include 
restaurants, laundry, recreation facilities, security services, entertainment and dependable 
communications facilities. 

2) Remote site accommodation solutions that are leased to customers for a specific period of time. 
It can be fully managed by Red Sea Housing Services if requested by our clients. These are 
generally purpose-built facilities with all services provided by professional workforce. The 
company operates and maintains the facility over the course of the lease, and upon expiration of 
the contract all the buildings and infrastructure are removed – salvaging whatever can be 
relocated. The buildings and equipment are refurbished and sold or held in inventory until a new 
lease is secured to start the cycle over again. 

(2) Major Events of 6201  

In early 2016, the company concluded an agreement with Daruna Real Estate Company to construct an 

integrated worker’s accommodations community in Qatar. The project which was valued at QAR 144 

million involves complete construction of the infrastructure to support the utility requirements for the 

Community, which will accommodate more than 4000 tenants. However, due to certain financial 

challenges that Daruna was facing in securing the required financing to execute this project specifically, 

Red Sea Housing Services Company announced that there has been a delay in executing the project 

and it is expected to resume execution in 2017 once the required financing has been secured by Daruna. 

Our flagship Industrial Housing Division, in April 2016 acquired 90% of AM Modular Sdn Bhd, Malaysia, 

a leading designer and manufacturer of prefabricated modular buildings, to acquire the technological 

prowess of vertical construction and as well to expand into South East Asian market. The acquisition, 

which is valued at USD 7.0 million, catalyzes Red Sea Housing Services Company’s expansion and 

foothold of the South East Asian markets. This initiative complements the company technologically by 

means of the unconventional construction technology that AM Modular brings to the table. This unique 

technology will enable Red Sea to create high-quality, rapid construction of concrete structures of up to 

12 floors high in quick turnarounds and using less manpower 

Red Sea Housing Services Company continued its international footprint expansion through concluding 

a series of contracts with Compagnie Des Bauxites De Guinee Company to construct workers’ camps 
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and execute the infrastructure to accommodate up to 1100 employees in Guinea. The contracts were 

approximately valued at SAR 58.0 million, and were to be completed in 2016. 

In the third quarter of 2016, the company decided to terminate the project to construct employees’ 

accommodations in King Abdullah Economic City (KAEC). This decision comes as a result of the changes 

in certain economic conditions that could impact rental rates for accommodation units and the projected 

occupancy rate at the camp. In addition, there have been changes in some of the key factors that were 

taken into consideration when the decision was made to construct the housing facility, which could 

significantly affect the targeted financial viability of the project.  

At the same time, the company also decided to terminate the project of constructing a manufacturing 

facility in KAEC due to changes in certain economic conditions, in addition to changes in some of the key 

factors that were taken into consideration when the decision was made to construct the manufacturing 

facility, which could significantly affect the targeted financial viability of the project. Red Sea Housing 

Services Company has later on concluded a novation agreement with Petromin Corporation to take over 

the lease agreement of the land plot for a total amount of SAR 19,197,783 to be paid over a period of 

16.5 years, through equal annual installments of SAR 1,163,502 beginning in the year 2017. Payment of 

installments is subject to the commencement of Roll-on / Roll-off (RoRo) operations at King Abdullah 

Port in KAEC to enable Petromin to properly utilize the plot for loading and unloading of vessels via the 

seaport. RoRo operations are expected to commence during the first half of 2017.  

In the fourth quarter of 2016, the company signed an Award Letter/ Notice to Proceed with Fluor 

Consultants (Kuwait Branch) to construct workers’ community in Kuwait in the value of KWD 4.63 million. 

The project, which will be completed by Q1 2017, involves complete construction of the infrastructure to 

support the utility requirements for the Community such as water tanks, electricity generators and septic 

tanks. The facilities constructed within the Community also include indoor and outdoor recreation centers, 

security stations, and other supporting facilities. 

In August 2016, the company announced that a legal case was filed by Red Sea Housing Services 

(Ghana) Ltd. against OPI International Group Ltd, its associated subsidiaries and named Directors for 

the total value of USD 24,52 million. Red Sea Housing Services Company has entered into two separate 

agreements with a subsidiary of OPI International Group Ltd. (OPI) in 2011 and 2014 to construct labor 

camps in Angola with the capacity to accommodate more than 600 tenants, whereby OPI has agreed to 

transfer the due installments to the accounts of Red Sea Housing in Dollars as stated in terms of the 

agreements. At first, OPI has partially settled the due installments. However, OPI has recently failed to 

meet its obligations and transfer the owed installments to the company’s account due to a certain alleged 

regulatory restriction on international fund transfers in foreign currencies. Red Sea Housing Services 

Company has been exploring all possible options to repatriate the amounts owed from OPI, but it was 

unsuccessful to reach a mutual agreement to receive the due amounts. Accordingly, the company 

decided to pursue a legal action and seek enforcement of its security under the contracts in order to 

recoup the outstanding payments due and payable from OPI International Group and its subsidiaries. 

With respect to our Affordable Housing Division, we have been relentlessly involved in examining and 

studying the local market – building code and requirements, supply chain and logistics, opportunities with 
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potential 3rd parties, and building materials suppliers and manufacturers – to equip ourselves for the 

Saudi Arabian market. 

This year is earmarked with our Premier Paint Company earning profitability after their marginal 

breakeven in 2015. This was a result of extensive business expansion activities like: 

1. Inclusion of the Protective and Marine coatings import model from Sherwin Williams UK. 

2. Commencement of “Company Owned Company Operated” (COCO) showrooms – a company 

owned smart shop concept, which will offer complete range of SW paints and accessories. 

3. Extension of the manufacturing facility in UAE, to cater to the local and regional requirements. 

During the EGM that was convened on 16/02/2017, the shareholders approved to amend Article (2) of 

the Company’s Bylaws and change the corporate identity to (Red Sea International Company). The 

company will take all necessary steps to amend the corporate identity with the relevant authorities. The 

Company also expects to completely finalize the change of the corporate identity and complete the 

necessary requirements with the relevant authorities within three months. 

(3) Expansion Plans for 2017 

Moving forward, Red Sea Housing Services will continue to stay focused on the 2020 Growth Strategy 

and identifying new paths to enhance performance and generate revenue through diversified sectors, 

geographies, products and turnkey solutions.  

The unpredictable market conditions have catalyzed Industrial Housing Division’s thrust for its 

diversification strategy and also increased the focus for expanding its lease business. As we look 

forward to 2017, we see interesting revenue stream in this division from vertical construction – 

especially replicating Malaysian success in GCC, from diversified sectors – mining, government, and 

infrastructure; from lease business with many companies looking to rent available space rather than 

build and operate; and from sale of specialized products like sewage treatment plants that can create 

proven ROI for customers.  

During 2017, we will demonstrate our new Vertical Modular building system with the design, 

development, manufacture and construction of multi-level projects; which include apartment buildings 

and three-star hotel. These projects will be executed in Saudi Arabia to explore the cost, time and 

quality efficiencies afforded by this innovative new construction methodology. 

The Building Materials division is testing the “Company Owned Company Operated” (COCO) 

showrooms in Jeddah with 6 COCO shops in operational and the 7th is under execution. The division 

looks to take the success in Jeddah to the whole of Saudi and beyond. These shops shall be 

strategically located inside / near all paint markets of the Kingdom and outdoor salesmen deployed 

at these stores will source business for the store.  
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 (4) Assets, Liabilities and Operating Results 

- Net Income achieved in 2016 was SAR 87.97 million, compared to SAR 76.10 million achieved 
in 2015, an increase of 15.60%. 

- Total Revenues have increased marginally by 0.25%, reaching SAR 1,030.42 million in 2016, 
while reporting SAR 1,027.89 million in 2015. 

- Gross Profit was SAR 260.63 million in 2016, compared to SAR 256.80 million for the previous 
year, an increase of 1.50%. 

- Operating Profit for the company reached a total of SAR 116.11 million in 2016 compared to 
SAR 96.39 million achieved in 2015, an increase of 20.46%. 

- Earnings per share in 2016 was SAR 1.47, compared to SAR 1.27 in 2015, an increase of 
15.75%.  

- Shareholders’ Equity increased by 3.97 % compared to 2015 to reach a total of SAR 1,007.62 
million in 2016.  

- Current Assets in 2016 reached a total of SAR 663.58 million, compared to SAR 645.99 million 
in 2015. 

- Total Assets decrease from SAR 1,585.63 million in 2015 to SAR 1,554.19 million by the end 
of 2016, a decrease of 1.98%. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

12  
 
Board of Directors Annual Report for FY2016 

 

(5) Financial Results for the Past Five Years 

The following table summarizes the financial results for the past five years. 

                                                                                                                                                       (in ‘000 SAR) 

 
2012 2013 2014 2015 2016 

Revenues 864,845 971,411 1,104,948 1,027,892 1,030,417 

Cost of Revenues (641,190) (695,176) (809,802) (771,090) (769,783) 

Gross Profit 223,655 276,235 295,146 256,802 260,634 

Gross Profit % 25.86% 28.44% 26.71% 24.98% 25.29% 

Selling and Marketing 
Expenses 

(37,440) (52,477) (46,744) (54,660) (47,984) 

General and Administrative  
Expenses 

(51,532) (57,127) (75,040) (105,753) (96,538) 

Income from Operations 134,683 166,631 173,362 96,389 116,112 

Financial Income 1,714 2,473 1,696 400 1,580 

Financial Charges  (7,490) (7,481) (7,159) (9,299) (13,202) 

Other Income (Expense) 1,170 5,971 (458) (2,896) (6,177) 

Income Before Foreign Income  
Taxes, Zakat and Minority  
Interest 

130,077 167,594 167,442 84,594 98,313 

Foreign Income Taxes (111) (8,866) (1,478) (468) (5,882) 

Zakat (9,390) (7,131) (10,750) (8,600) (2,577) 

Income Before Minority 
Interest 

120,576 151,597 155,214 75,526 89,854 

Minority Interest 45 1,174 1,477 571 (1,885) 

Net Income 120,621 152,771 156,691 76,097 87,969 

Net Income/Sales (%) 13.95% 15.73% 14.18% 7.40% 8.54% 
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The following charts summarize the financial results for the past five years: 

 (in ‘000 SAR) 
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(6) Revenue by Geographical Areas 

The following chart illustrates the revenues for FY2016 according to the geographical location: 

 

The Pie Chart did not include revenues for the subsidiaries in Qatar, Libya, and Nigeria and Singapore 
as they did not generate any income through the financial year ending 31/12/2016.  

The following chart illustrates revenues for FY2016 according to the source of revenues: 
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The below tables and charts provide more details of the sources of revenues that the company 
generated during FY2016 and FY2015 according to the geographical locations. 

                                                                                                                                                                                                                   
(in ‘000 SAR) 

2016 
Building 

Sales 
Revenues 

Building 
Sales 

Revenues % 

Rental 
Revenues 

Rental 
Revenues % 

Painting              
Materials 

Painting 
Materials% 

Total 
Revenues 

Saudi Arabia  228,702 34.62% 368,320 55.76% 63,550 9.62% 660,572 

UAE 65,479 97.91% 1,399 2.09% - - 66,878 

Ghana  125,210 99.89% 139 0.11% - - 125,349 

PNG 39,507 94.47% 2,314 5.53% - - 41,820 

Algeria  723 2.62% 26,874 97.38% - - 27,598 

Australia 538 94.15% 33 5.85% - - 571 

Oman  34 0.77% 4,355 99.23% - - 4,389 

Mozambique 1 100.00% - - - - 1 

Malaysia 99,788 99.91% 91 0.09% - - 99,879 

Canada 3,271 97.37% 89 2.63% - - 3,360 

Total  563,253 54.66% 403,614 39.17% 63,550 6.17% 1,030,417 

                                                                 
                                                                                                                                                                                                                       

(in ‘000 SAR) 

         2015 
Building 

Sales 
Revenues 

Building 
Sales 

Revenues % 

      Rental  
    Revenues 

      Rental  
    Revenues % 

Painting              
Materials 

Painting 
Materials% 

Total 
Revenues 

Saudi Arabia  285,283 38.37% 414,427 55.74% 43,787 5.89% 743,497 

UAE 151,944 99.07% 1,434 0.93% - - 153,378 

Ghana  34,143 99.35% 222 0.65% 
- - 

34,365 

PNG 72,212 96.82% 2,369 3.18% 
- - 

74,581 

Algeria  - - 9,144 100.00% 
- - 

9,144 

Australia 1,752 100.00% - - 
- - 

1,752 

Oman  - 
- 

11,000 100% 
- - 

11,000 

Mozambique 
- - 

26 100% 
- - 

26 

Malaysia 
- - 

- - 
- - 

- 

Canada 
- - 

149 100% 
- - 

149 

Total  545,334 53.05% 438,771 42.69% 43,787 4.26% 1,027,892 
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       (in ’000 SAR)    

                                                                                                                          
                            

                                                                                                                                                 (in ’000 SAR)  
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(7) Major Changes in Operating Results 

Below are the major changes in the Income Statement for the twelve-month periods ending December 

31, 2015 and 2016. 

                                                                                                                        (in ‘000 SAR, except for EPS) 

Income Statement 2015 2016 
Difference 

(+/-) 
Difference 

(+/-) % 

Revenues 1,027,892 1,030,417 2,525 0.25% 

Cost of revenues (771,090) (769,783) 1,307 
-0.17% 

 

Gross profit 256,802 260,634 3,832 1.49% 

Selling & Marketing 
Expenses 

(54,660) (47,984) 6,676 -12.21% 

General & Administrative 
Expenses 

(105,753) (96,538) 9,215 -8.71% 

Income from Operations 96,389 116,112 19,723 20.46% 

Financial Income 400 1,580 1,180 295.00% 

Financial Charges (9,299) (13,202) (3,903) 41.97% 

Other Income (2,896) (6,177) (3,281) 113.29% 

Income before zakat, taxes & 
minority Interest 

84,594 98,312 13,719 16.22% 

Foreign income taxes  (468) (5,882) (5,414) 1156.84% 

Zakat (8,600) (2,577) 6,023 -70.03% 

Income before minority 
interest 

75,526 89,854 14,328 18.97% 

Minority interest 571 (1,885) (2,456) -430.12% 

Net income for the year 76,097 87,969 11,872 15.60% 

EPS from Operating Income 1.61 1.94 0.33 20.50% 

EPS 1.27 1.47 0.20 15.75% 

 

The increase in Net Income in FY2016 compared to the last year is attributed to the increase in gross 

profit margin from 25.0% in same period of last year to 25.3% in the current period, which has resulted 

from the increase in revenues from building sales by 3.3% and paint revenues by 45.1%.  Net profit 

has further improved due to the decrease in total operating expenditures by 9.9% mainly due to the 

decrease in marketing expenses, employee cost and recruitment expenses. Also, there was a 

decrease in Zakat and foreign tax expenses by 6.7%.  
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(8) Accounting Declaration 

The Financial Statements for the year ending 31 December 2016, have been prepared in accordance 

with the accounting standards generally accepted in the Kingdom of Saudi Arabia, issued by the 

Saudi Organization for Certified Public Accountants (SOCPA). 

(9) Foreign Subsidiaries and Branches 

Red Sea Housing Services Company (the “company”) holds a group of companies located in different 

locations throughout the world (the “Group”). Below are the details of the company’s subsidiaries as 

of 31/12/2016. 

1. Red Sea Housing Services (Ghana) Limited 

• Incorporation Country: Accra, Ghana 

• Incorporation Date: 2005 

• Main Activities: Manufacturing of Sitemaster 25, Steel Roughneck and Seaway Series 

buildings. This facility predominantly serves our customers located in North and West Africa. 

• Main Country of Operations: Ghana 

• 100% owned by Red Sea Housing Services Company. 

 

2. SARL Red Sea Housing Services Algeria Limited (Algeria) 

• Incorporation Country: Algiers, Algeria  

• Incorporation Date: 2006 

• Main Activities: Importing of the company’s products for local sales and rentals and to support 

the parent company by way of executing the local installation of prefabricated buildings and 

general contracting works. It also manages and operates Desert Palm Hotel located in Hassi 

Masoud. 

• Main Country of Operations: Algeria 

• 98% owned by Red Sea Housing Services Company, while Mr. Jamal Al Dabbagh (Board 

Member) owns the remaining 2%. 

 

3. Red Sea Housing Services Company (Qatar) LLC 

• Incorporation Country: Doha, Qatar  

• Incorporation Date: 2006 

• Main Activities: General contracting, installation of prefabricated buildings and general 

maintenance and operations. 

• Main Country of Operations: Qatar 

• 49% owned by Red Sea Housing Services Company. Red Sea Housing Services Company 

has the power to govern the financial and operating policies of Qatari subsidiary. 
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4. Red Sea Housing Services Company Nigeria Limited  

• Incorporation Country: Nigeria 

• Incorporation Date: 2008 

• Main Activities: General contracting, construction, and general maintenance, construction of 

utilities and civil work and subcontracting.  

• Main Country of Operations: 

• 97% owned by Red Sea Housing Services Company.  

• As of 31 December 2016, the subsidiary has not generated any revenues. 

5. Red Sea Housing Services Company Dubai FZE 

• Incorporation Country: UAE, Dubai, Jebel Ali Free Zone 

• Incorporation Date: 2009 

• Main Activities: Manufacturing of prefabricated housing units, in addition to general 

contracting, construction, and general maintenance, construction of utilities and civil work and 

subcontracting.  

• Main Country of Operations: UAE, Saudi Arabia, Oman, Kuwait 

• 100% owned by Red Sea Housing Services Company. 

 

6. Red Sea Housing Services Company (Papua New Guinea) Ltd. 

• Incorporation Country: Port Moresby, Papua New Guinea  

• Incorporation Date: 2009 

• Main Activities: General contracting, construction, installation, construction of utilities and civil 

work and subcontracting.  

• Main Country of Operations: Papua New Guinea 

• 100% owned by Red Sea Housing Services Company. 

7. Red Sea Housing Services Company (Libya) 

• Incorporation Country: Libya  

• Incorporation Date: 2009 

• Main Activities: Manufacturing of prefabricated housing units, in addition to general 

contracting, construction, and general maintenance, construction of utilities and civil work and 

subcontracting. 

• 90% owned by Red Sea Housing Services Company. 

• Due to the deterioration of the security situation in the region, which resulted in the deferral of 

numerous anticipated projects in the Oil & Gas sector the company announced that it was 

unable to finalize the maintenance and preparation process for the factory. The company shall 

commence the operations once the security situation stabilizes and business conditions 

improve in the region. As of 31 December 2016, the subsidiary has not generated any 

revenues. 
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8. Red Sea Building Materials and Equipment Trading Company 

• Incorporation Country: Jeddah, Saudi Arabia 

• Incorporation Date: 2012 

• Main Activities: Wholesale and retail trading of sanitary and electrical equipment, in addition 

to all types of paints and coating. It also specializes in buildings’ machineries and equipment. 

• Main Country of Operations: Saudi Arabia 

• 100% owned by Red Sea Housing Services Company 

 

9. Premier Paints Company 

• Incorporation Country: Jeddah, Saudi Arabia 

• Incorporation Date: 2012 

• Main Activities: The production and distribution of architectural paints, and industrial and 

marine coating. 

• Main Country of Operations: Saudi Arabia 

• 81% owned by Red Sea Housing Services Company 

 

10. Red Sea Specialized Investments 

• Incorporation Country: Jeddah, Saudi Arabia 

• Incorporation Date: 2013 

• Main Activities: Investing in industrial, commercial, agricultural, services and real estate 

projects. 

• 100% owned by Red Sea Housing Services Company 

• As of 31 December 2016, the subsidiary has not generated any revenues. 

11. Red Sea Housing Services (Mozambique) 

• Incorporation Country: Maputo, Mozambique 

• Incorporation Date: 2013 

• Main Activities: The construction of industrial camps, import, sell, lease, install & maintain 

prefab buildings and related equipment. 

• Main Country of Operations: Mozambique 

• 100% owned by Red Sea Housing Services Company 

 

12. Red Sea Housing Services (Oman) 

• Incorporation Country: Masqat, Oman 

• Incorporation Date: 2013 

• Main Activities: The Subsidiary specializes in the construction of industrial camps, import, sell, 

lease, install & maintain prefab buildings and related equipment. 

• Main Country of Operations: Oman 

• 100% owned by Red Sea Housing Services Company 
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13. Red Sea Housing Services Company (Australia) 

• Incorporation Country: Brisbane, Australia 

• Incorporation Date: 2013 

• Main Activities: The construction of industrial camps, import, sale, lease, install and maintain 

prefabricated buildings and related equipment. 

• Main Country of Operations: Australia 

• 100% owned by Red Sea Housing Services Company. 

 

14. Red Sea Affordable Housing Company  

• Incorporation Country: Jeddah, Saudi Arabia 

• Incorporation Date: 2014 

• Main Activities: The Subsidiary specializes in the investment and development of real estate, 

including the purchase, lease, development and sale of properties, and investments through 

the sale of such properties or lease to the company, and the construction of buildings, and the 

execution of Affordable Housing projects, and other relevant real estate development projects. 

• 100% owned by Red Sea Housing Services Company. 

• As of 31 December 2016, the subsidiary has not generated any revenues. 

 

15. Red Sea Residential City 

• Incorporation Country: Jeddah, Saudi Arabia 

• Incorporation Date: 2014 

• Main Activities: General contracting, investment and real estate development, including the 

purchase and lease of buildings and properties, and the construction of buildings and housing 

projects and other real estate development projects. 

• 100% owned by Red Sea Housing Services Company. 

• As of 31 December 2016, the subsidiary has not generated any revenues. 

 

16. Red Sea Housing Projects Company (RSHP) 

• The company was formerly named Red Sea Real Estate Development Company 

• Incorporation Country: Jeddah, Saudi Arabia 

• Incorporation Date: 2014 

• Main Activities: construct, manage and operate the integrated residential complexes and other 

real estate development projects, and general contracting for buildings, residential and 

commercial constructions. 

• 100% owned by Red Sea Housing Services Company. 

• As of 31 December 2016, the subsidiary has not generated any revenues. 
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17. Red Sea Housing Services – Singapore Pte. Ltd 

• Incorporation Country:  Singapore 

• Incorporation Date: 2015 

• Main Activities: General contracting, construction, installation, construction of utilities and civil 

work and subcontracting  

• 100% owned by Red Sea Housing Services Company 

• As of 31 December 2016, the subsidiary has not generated any revenues. 

 

 

18. Red Sea Housing Services – Malaysia Sdn. Bhd. 

• Incorporation Country:  Kuala Lumpur, Malaysia 

• Incorporation Date: 2015 

• Main Activities: General contracting, construction, installation, construction of utilities and civil 

work and subcontracting. 

• As of 31 December 2015, the subsidiary has not generated any revenues. 

• 100% owned by Red Sea Housing Services Company 

• As of 31 December 2016, the subsidiary has not generated any revenues 

 

 

19. Red Sea Housing Services Inc. (Canada) 

• Incorporation Country:  Canada 

• Incorporation Date: 2015 

• Main Activities: General contracting, construction, installation, construction of utilities and civil 

work and subcontracting. 

• Main Country of Operation: Canada 

• 100% owned by Red Sea Housing Services Company 

 

20. Red Sea Housing Malaysia Sdn. Bhd. (Erstwhile AM Modular SDN. BHD.) 

• Incorporation Country:  Malaysia 

• Incorporation Date: 2016 

• Main Activities: General contracting, construction, installation, construction of utilities and civil 
work and subcontracting. 

• Main Country of Operation: Malaysia  

• 90% owned by Red Sea Housing Services Company Dubai FZE 
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The below table summarizes the ownership of Red Sea Housing Services Company in other 
subsidiaries, and the change of ownership percentages for the periods ending 31/12/2015 and 
31/12/2016. None of the company’s subsidiaries or branches has issued debt instruments during the 
period ending 31/12/2016. 

Name 
Country of 

Incorporation 

Ownership Interest  
Paid-up Capital 

Number 
of Shares 

2015 2016 

Red Sea Housing Services 
(Ghana) Limited ("RSG") 

Ghana 100% 100% USD 50,000 450,000 

SARL Red Sea Housing Services 
Algeria Limited ("RSA") 

Algeria 98% 98% DZD 20,000,000 20,000 

Red Sea Housing Services 
Company Qatar ("RSQ") 

Qatar 49% 49% QAR 1,000,000 1,000 

Red Sea Housing Services 
Company Nigeria Limited (“RSN") 

Nigeria 97% 97% NGN 2,000,000 2,000,000 

Red Sea Housing Services 
Company Dubai FZE ("RSD") 

UAE 100% 100% AED 1,000,000 1 

Red Sea Housing Services 
Company Libya ("RSL") 

Libya 90% 90% LYD 300,000 10,000 

Red Sea Building Materials and 
Equipment Trading  Company 
(“RSBM&ET”) 

Saudi Arabia 100% 100% SAR 50,000 500 

Premier Paints Company (“PPC”) Saudi Arabia 81% 81% SAR 10,000,000 10,000 

Red Sea Specialized Investments 
(“RSSI”) 

Saudi Arabia 100% 100% SAR 50,000 500 

Red Sea Housing Services 
(Mozambique), LDA (“RSM”) 

Mozambique 100% 100% MT 15,000,000 - 

Red Sea Housing Services LLC, 
(“RSO”) 

Oman 100% 100% OMR 250,000 250,000 

Red Sea Housing Services Pty Ltd 
(“RSHSP”) 

Australia 100% 100% AUD 1.00 1 

Red Sea Affordable Housing 
Company (“RSAH”) 

Saudi Arabia 100% 100% SAR 50,000 500 

Red Sea Residential City 
(“RSRCC”) 

Saudi Arabia 100% 100% SAR 50,000 500 

Red Sea Housing Projects 
Company (“RSHP”) 

Saudi Arabia 100% 100% SAR 50,000 500 

Red Sea Housing Services 
Singapore Pte. Ltd. (“RSHS”) 

Singapore 100% 100% USD 100 100 

Red Sea Housing Services 
Malaysia Sdn. Bhd. (“RSSM”) 

Malaysia 100% 100% RM 400,000 400,000 

Red Sea Housing Services Inc. 
(“RSC”) 

Canada 100% 100% CAD 100 100 

Red Sea Housing Malaysia Sdn. 
Bhd. (Erstwhile AM Modular SDN. 
BHD.) 

Malaysia 90% --- RM 6,122,450 6,122,450 
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Red Sea Housing Services Company PNG is a branch fully owned by Red Sea Housing Services 

Company and is considered a subsidiary. The company also has licenses to operate branches in Abu 

Dhabi, Afghanistan, Equatorial Guinea, and Singapore. 

(10) Major Shareholders 
 
The following table includes the list of major shareholders who have previously disclosed their 
interests of shares in the company and own 5% or more of the total number of issued shares as of 
31/12/2016 (other than Board Members and Senior Executives of the company or any of their 
relatives): 
 

No. Name 

Number of 
Shares 

Percentage 
Ownership 

at Year 
Start 

Percentage 
Ownership 

at Year 
End 

Percentage 
Change 

1 
Dabbagh Company Holding Company 
Limited 

30,600,000 
51% 51% - 

2 Supreme Foods Company Limited 
3,000,000 

5% 5% - 

3 National Scientific Company Limited 
3,000,000 

5% 5% - 

4 
Marketing and Commercial Agencies 
Limited 

3,000,000 
5% 5% - 

5 Mr. Amin Mohammed Shaker 4,440,025 7.4% 7.4% - 

(11) Dividend Policy 

In compliance with Article (46) of the company’s by-laws, the company allocated (10%) of Net 

Income to form the required statutory reserve. Red Sea Housing Services Company has not issued 

any preferred stocks; therefore, all dividends are distributed to common stockholders. The 

Extraordinary General Assembly that was held on 20/04/2016 approved the distribution of SAR 45 

million, or SAR 0.75 per share, as cash dividends to shareholders for FY2015, which represents 

7.5% of the shares nominal value. The declared dividends were distributed by direct deposit into 

the shareholders’ bank accounts on 01/05/2016. 

According to Article (46) of the company’s by-laws, dividends shall be distributed after deducting all 

general expenses and other costs as follows: 

(a) Ten percent (10%) of the annual Net Income shall be set aside to form a statutory reserve. 
Such reserves may be discontinued by the Ordinary General Assembly when the reserves 
reach one-half (50%) of the company’s paid-up capital. 

(b) Dividends shall be paid to preferred shareholders as per the specified percentage pertaining 
to such shares. 

(c) The Ordinary General Assembly may, upon the recommendations of the Board of Directors, 
allocate equal percentages of the annual Net Income to form additional statuary reserves.  

(d) Out of the balance of the profits, if any, there shall be paid to the shareholders an initial 
payment of not less than five (5%) percent of the paid-up capital. 

(e) The balance shall be distributed among shareholders as an additional share of the profits. 

 



 
 

25  
 
Board of Directors Annual Report for FY2016 

 

During the Extraordinary General Assembly Meeting that was convened on 16/02/2017, the 

shareholders approved he amendments to the Company's Bylaws in accordance with the 

Companies Law issued by the Ministry of Commerce and Investments. Accordingly, the dividends 

policy was amended to the following: 

 

(a) Ten Percent (10%) of the Annual Net Profits shall be set aside to form a Statutory Reserve. 

Such provisions may be discontinued by the Ordinary General Assembly when the said 

reserve reaches (30%) of the Company’s Paid-up Capital. 

(a) The Ordinary General Assembly may, based on a recommendation by the Board of Directors, 

set aside a certain percentage of the Annual Net Profits to form a Conventional Reserve 

allocated to support the Company’s Financial Position. 

(b) The Ordinary General Assembly may resolve to form other reserves in such an amount as 

to ensure the Company's best interest or ensure distribution of as steady Dividends as 

possible to the Shareholders. That same Assembly may also withhold amounts from the Net 

Profits for the creation of Social Organizations for the Company’s Employees and Workers 

or for supporting such Organizations as may already be in existence. 

(c) Out of the remaining amounts thereafter shall be distributed to the Shareholders, in a 

percentage not less than (5%) of the Company’s Paid-up Capital. 

(d) Subject to the Provisions prescribed in the Article (22) of the Company’s Bylaws and Article 

(76) of the Companies Law, and following the aforementioned, a percentage not exceeding 

(10%) out of the remaining shall be allocated to the remunerations of the Board of Directors, 

provided that, the entitlement to the remunerations shall be proportional to the number of 

Meetings (Sessions) attended by the Member 
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(12) Directors and Senior Executives Shareholdings 

With respects to the company and its subsidiaries, none of the Board Members or Senior Executives 

or any of their spouses and minor children was entitled for share options or offering rights during 

FY2016.   

The interests of Board Members, their wives and minor children in the company’s shares, debt 

instruments or any of its subsidiaries, in addition to the changes of ownership during FY2016 are 

shown in the following table:  

 

Description of Board Members’ Interests in the Company’s and its Subsidiaries in the Form of Shares or 
Debt Instruments 

Name of the Board Member 

Start of Year End of Year 
Net 

Change 
Percentage 

Change No. of 
shares 

Debt 
Instruments 

No. of 
shares 

Debt 
Instruments 

1 
H.E. Mr. Amr Al Dabbagh 
(Chairman) 

3,504 
- 

3,504 
- 

- - 

2 Dr. Ibrahim Al Madhoun 750,000 - 5,000 - (745,000) (99.33%) 

4 Mr. Don Sumner 1,000 - 1,000 - - - 

5 Eng. Hussein Al Dabbagh 1,999 - 1,999 - - - 

6 Mr. Jamal Al Dabbagh 1,999 - 1,999 - - - 

7 Mr. Saleh Binladen 1,000 - 1,000 - - - 

8 Mr. Mohamed Jazeel 1,999 - 1,999 - - - 

9 Dr. Muhammad Ikhwan 20,000 - 25,000 - 5,000 25% 

10 Mr. Sami Binmahfooz 2,334 - 2,334 - - - 

11 Mr. Waheed Shaikh 1,999 - 1,999 - - - 

12 Mr. Abdullah Shaker - - - - - - 

Mr. Amin Shaker resigned from the Board on 25/07/2016. His share ownership in Red Sea Housing 
Services Company is stated in item (10) of the report. 

Mr. Abdullah Shaker was appointed by the Board on 25/07/2016, and has resigned from the Board’s 
membership on 16/02/2017. 

The interest of Mr. Jamal Al Dabbagh in SARL Red Sea Housing Service Company (Algeria) as of 
31/12/2016 is shown in the table below: 

 01 January 2015 31 December 2016 Net 
Change 

Percentage 
Change 

Shares 
Debt 

Instruments Shares 
Debt 

Instruments 

Mr. Jamal Al Dabbagh 200 0 200 0 - - 
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The interests of Senior Executives, their wives and minor children in the company’s shares, debt 
instruments or any of its subsidiaries, and any changes made during FY2016, are shown in the 
following table:  

 

Description of Senior Executives’ Interests in the Company’s and its Subsidiaries in the Form of 
Shares or Debt Instruments 

No. 
Name of the 

Senior Executive 
Position 

Start of Year End of Year 
Net 

Change 
Percentage 

Change No. of 
Shares 

Debt 
Instrument 

No. of 
Shares 

Debt 
Instrument 

1 
Mr. Don Brown 
Sumner 

Acting CEO 1,000 - 1,000 - 0 - 

2 
Mr. Sanjay 
Wadhwani 

CFO 0 - 0 - 0 - 

3 
Mr. Mohammed 
Mallawi 

Director 
Business 
Development 

42 - 42 - 0 - 

4 
Mr. Don Brown 
Sumner (Jr.) 

President – 
Middle East 
Region 

0 - 0 - 0 - 

5 Mr. Craig Conklin 
General 
Manager - Jubail 

0 - 0 - 0 - 

6 Mr. John Moon 
Executive Vice 
President 

- - 0 - 0 - 

7 Mr. Waseem Ijaz 
CEO -  Premier 
Paint Company  

0 - 0 - 0 - 

8 
Mr. Mohammed 
Noor Rumaiz 

CFO -  Premier 
Paint Company 

0 - 0 - 0 - 

9 Mr. Mark Sumner 
President – 
Africa Region 

0 - 0 - 0 - 

10 
Mr. Brett 
McDonald 

President – 
Australasia 
Region 

0 - 0 - 0 - 

11 Nicolas Reynolds 
VP Business 
Development 

0 - 0 - 0 - 

 

Mr. Mark Sumner and Mr. Don Brown Sumner (Jr.) have both resigned from their posts effective from 
31/12/2016. Mr. Craig Conklin was promoted to the position of President-Saudi Arabia thereafter, in 
addition to hiring two other senior executives in the positions of President-GCC Region and President-
Africa Region. 

(13) Bank Borrowings  

During the first quarter of 2013, the Company signed a medium-term loan agreement with National 

Commercial Bank in Saudi Arabia for the amount of SAR 125 million to construct industrial labor 

camps and facilities for GS Engineering in the western province of Saudi Arabia. The loan was fully 

utilized through the project’s execution period. The loan is repayable over 30 equal monthly 

installments starting from 31/03/2014 till 31/08/2016. The total loan has been fully repaid and there is 

no outstanding balance as of 31/12/2016. 
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During the second quarter of 2013, the Company signed a medium-term loan agreement with SABB 

Bank, in Saudi Arabia for an amount of SAR 50 million to finance the acquisition of 81% share in 

Premier Paint Company by the subsidiary Red Sea Building Materials and Equipment Trading 

Company. In addition, a portion of loan was allocated for capital expenditures to upgrade the paint 

factory and its assets. The total utilization of the facility reached SAR 40 million and the company 

decided not to utilize the remaining amount of the facility. As of 31/12/2016, total amount of repayment 

reached SAR 25 million and the outstanding loan amount was SAR 15 million, which shall be repaid 

over quarterly instalments until 03/07/2018.  

During the Second quarter of 2014, the Company signed a medium-term loan agreement with 

National Commercial Bank, in Saudi Arabia for an amount of SAR 50 million to construct Professional 

Men Camp for Saudi Arabian Mining Company (Ma’aden) at Turaif in Saudi Arabia. The loan was 

fully utilized through the project’s execution period. The loan is repayable over 48 equal monthly 

installments starting from 31/01/2015 till 31/12/2018. As of 31/12/2016, the total amount of 

repayments reached SAR 23.96 million and the outstanding loan amount was SAR 26.04 million, 

which shall be repaid over monthly instalments until 31/12/2018.  

During the First quarter of 2015, the Company signed a medium-term loan agreement with Riyad 

bank, in Saudi Arabia for an amount of SAR 15 million towards 90 % refinancing the Capital 

Expenditures of the company. The loan was fully utilized. The loan is repayable over 48 equal monthly 

installments starting from 04/03/2015 until 04/02/2019. As of 31/12/2016, the total amount of 

repayments reached SAR 6.875 million and the outstanding loan amount was SAR 8.125 million 

which shall be repaid over monthly instalments until 04/02/2019. 

During the First quarter of 2015, Red Sea Housing Services Company FZE (100% owned by the 

Company), UAE signed a medium-term loan agreement with HSBC Bank Middle East Limited, in 

UAE for an amount of AED 35 Million, towards construction of lease rental camps. An amount of AED 

25 million has been utilized and the company decided not to utilize remaining amount of AED 10 

million of this facility. The loan is repayable over 35 equal monthly installments starting from 

07/05/2015 until 07/03/2018.  As of 31/12/2016, the total amount of repayments reached AED 15.31 

million and the outstanding loan amount was AED 9.69 million which shall be repaid over monthly 

instalments until 07/03/2018. 

During the Second quarter of 2015, the Company signed a medium-term loan agreement with 

National Commercial Bank, in Saudi Arabia for an amount of SAR 45 million to construct 1978-man 

camp in Saudi Arabia. The loan was fully utilized through the project’s execution period. The loan is 

repayable over 31 equal monthly installments with 6 months extension period, starting from 

31/07/2015 until 31/07/2018. As of 31/12/2016, the total amount of repayments reached SAR 15.97 

million and the outstanding loan amount was SAR 29.03 million, which shall be repaid over monthly 

instalments until 31/07/2018. 

During the Third quarter of 2015, the Company signed a medium-term loan agreement with National 

Commercial Bank, in Saudi Arabia for an amount of SAR 80 million to construct 2720-man camp in 

Saudi Arabia. The loan was fully utilized through the project’s execution period. The loan is repayable 

over 66 equal monthly installments starting from 31/10/2015 until 31/03/2021. As of 31/12/2016, the 

total amount of repayments reached to SAR 16.97 million and the outstanding loan amount was SAR 

63.03 million, which shall be repaid over monthly instalments until 31/03/2021. 
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During the Third quarter of 2015, the Company signed a medium-term loan agreement with National 

Commercial Bank, in Saudi Arabia for an amount of SAR 15 million towards the purchase of 

equipment and machineries, and the loan was fully utilized. The loan is repayable over 48 equal 

monthly installments starting from 30/09/2015 until 31/08/2019. As of 31/12/2016, the total amount of 

repayments reached SAR 4.69 million and the outstanding loan amount was SAR 10.31 million which 

shall be repaid over monthly instalments until 31/08/2019. 

During the Third quarter of 2015, the Company signed a medium-term loan agreement with Al Rajhi 

Bank (Islamic Financing), in Saudi Arabia for an amount of SAR 15 million towards the construction 

of new employee’s accommodation in Saudi Arabia, and the loan was fully utilized. The loan is 

repayable over 54 equal monthly installments starting from 20/01/2016 until 21/06/2020. As of 

31/12/2016, the total amount of repayment reached SAR 3.07 million and the outstanding loan 

amount was SAR 11.93 million, which shall be repaid over monthly instalments until 21/06/2020. 

During the Second quarter of 2016, the company signed a medium-term loan agreement with Al Rajhi 

Bank (Islamic Financing), in Saudi Arabia for an amount of SAR 20 million towards the construction 

and lease of accommodation units for a period of 7 years for new drilling rigs in Saudi Arabia, and the 

loan was utilized in full. The loan is repayable over 65 equal monthly installments starting from 

12/05/2016 until 12/09/2021.  As of 31/12/2016, the total amount of repayments reached SAR 2.19 

million and the outstanding loan amount was SAR 17.81 million, which shall be repaid over monthly 

instalments until 12/09/2021. 
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The below table provides details of the availed loans according to banks: 

(in ’000 SAR) 

Loan Type 
(Bank) 

Loan 
Starting 

Date 

Repay-
ment 
Type 

Repay-
ment 

Period 

Loan 
Amount 

Opening 
Balance 

(01.01.2016) 

Utilized 
Amount 

Amount 
Paid 

Out - 
standing 
Balance 

Medium Term)  
Loan (NCB) 

31.12.2013 Monthly 
30 

Months 
125,000 37,500 - (37,500) 0 

Medium Term  
Loan (SABB) 

02.07.2013 Quarterly 4 years 50,000 27,500 - (12,500) 15,000 

Medium Term  
Loan (NCB) 

31.12.2014 Monthly 4 years 50,000 38,542 - (12,500) 26,042 

Medium Term  
Loan (Riyad  
Bank) 

04.02.2015 Monthly 4 years 15,000 11,875 - (3,750) 8,125 

Medium Term  
Loan (NCB) 

01.07.2015 Monthly 
37 

Months 
45,000 37,742 - (8,710) 29,032 

Medium Term  
Loan (NCB) 

30.09.2015 Monthly 
66 

Months 
80,000 77,576 - (14,546) 63,030 

Medium Term  
Loan (NCB) 

01.09.2015 Monthly 
48 

Months 
15,000 14,062 - (3,750) 10,312 

Medium Term  
Loan (Al Rajhi) 

20.09.2015 Monthly 
54 

Months 
15,000 15,000 - (3,073) 11,927 

Medium Term  
Loan (Al Rajhi) 

12.04.2016 Monthly 
65 

Months 
20,000 - 20,000 (2,191) 17,809 

Medium Term  
Loan (HSBC  
Bank, UAE) 

07.04.2015 Monthly 
35 

Months 
35,700 18,819 - (8,931) 9,888 

Short term 
Loan (Riyad  
Bank) 

- 
On due 

date 
365  

Days 
100,000 25,000 20,000 (10,000) 35,000 

Short term  
Loan 
(NCB) 

- 
On due 

date 
180  

Days 
40,000 35,000 12,000 (37,000) 10,000 

Short term  
Loan (SABB) 

- 
On due 

date 
180  

Days 
30,000 10,000 28,000 (28,000) 10,000 

Islamic 
Financing –  
Murabaha  
(Al Rajhi) 

- 
On due 

date 
180  

Days 
70,000 14,984 49,989 (39,982) 24,991 

Short Term Loan 
(SFB) - 

On due 
date 

180  
Days 

50,000 - 10,000 - 10,000 

Short term  
Loan (Emirates NBD) - 

On due 
date 

180  
Days 

25,500 763 15,714 (10,663) 5,814 

Short term  
Loan (HSBC  
Bank, UAE ) 

- 
On due 

date 
180  
days 

76,552 17,845 28,575 (42,282) 4,138 

May Bank,  
Malaysia 

-    - 110 - 110 

Public Bank, 
Malaysia 

-    - 58 - 58 

Total    842,752 382,208 184,446 (275,378) 291,276 

 

The Short term borrowings are primarily for working capital funding. The amounts represented in 

the above table against the short term borrowings are the total drawdown and repayment made 

during the year 2016.  
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Bank borrowings for the periods ending 31 December, comprise of the following:  

(in ’000 SAR) 

Current Portion 2016 

 

2015 

 
Short-term bank borrowings 99,942 103,592 

Current portion of medium - term borrowings 81,635 106,033 

Non-current portion of medium-term borrowings 

 

109,699 172,583 

Total outstanding Bank Borrowings  291,276 382,208 

 

The maturity profile of the non-current portion of the medium-term borrowings are as follows: 

(in ’000 SAR) 

Maturity Profile (Non-current portion) 2016 2015 

2016 --- 106,033 

2017 

 

81,635 74,196 

 
2018 57,828 

 

57,316 

2019 24,953 21,189 

2020 20,193 16,246 

2021 6,725 3,636 

Total 191,334 278,616 

  

 

 (14) Declarations Related to Debt Instruments 

1- Convertible Debt Instruments 

The company, including all of its subsidiaries did not grant, nor issue, nor convert, any 

convertible debt instruments, options, warrants or similar rights issues during and prior to 

FY2016. 

 

2- Conversion or Subscription Rights 

The company, including all of its subsidiaries did not issue or grant any conversion or 

subscription rights under any convertible debt instruments, contractually based securities, 

warrants or similar rights during and prior FY2016. 

 

3- Callable Debt Instruments 

The company, including all of its subsidiaries did not issue or cancelled any callable debt 

instruments during FY2016. 
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(15) Board of Directors 

The Extraordinary General Assembly (EGM) that was held on 24/04/2014 approved the amendment 

of Article (17) of the company’s by-laws to increase the number of Members of the Board from (9) to 

(12). Subsequently, during the AGM that was held on 20/04/2015, the shareholders approved the 

appointment of the twelve (12) Board Members through cumulative voting process, and committees 

where formed thereafter. 

The table below summarizes the composition of the Board and classification of its members as of 

31/12/2016. 

Mr. Amin Shaker was a Non-executive member of the Board and has resigned on 25/07/2016. Mr. 

Abdullah Shaker was appointed by the Board on 25/07/2016, and has resigned from the Board’s 

membership on 16/02/2017. 

 

 Board Name Classification Board Membership in Other 
Companies 

Membership in the 
Committees 

1 H.E. Mr. Amr Al Dabbagh 
(Chairman of the Board) 

Non-Executive - Petromin Company - Executive Committee (Chairman) 

2 Dr. Ibrahim Al Madhoun 
(Vice Chairman) 

Non-Executive - Almarai Company 
- Fitahi Holding Group 
- Herfy Company 
- Al Obeikan Investment Group 

 

- Executive Committee 
- Nomination and Compensation 

Committee (Chairman) 

3 Mr. Abdullah Shaker Independent - Gulf Finance Company - 

4 Mr. Don Sumner 
(Acting CEO) 

Executive - - Executive Committee  
- Nomination and Compensation 

Committee 

5 Eng. Hussein Al Dabbagh Non-Executive - - 

6 Mr. Jamal Al Dabbagh Non-Executive - Gulf General Cooperative 
Insurance Company  
 

 

- Audit Committee 
- Nomination and Compensation 

Committee 
 

7 Dr. Muhammad Ali Ikhwan Independent -  - Audit Committee  

8 Mr. Mohamed Jazeel Non-Executive - Gulf General Cooperative 
Insurance Company.  

- Petromin 

- Executive Committee 
- Audit Committee 

 

9 Mr. Saleh Binladen Independent - Knowledge Economic City 
Company  

- Makkah Construction & 
Development Company  

- Ports Development Company  
- Arabian Roots Group Company  
- Construction Products Holding 

Company  
- Kinan International Real Estate 

Development 
 
 

- 

10 Mr. Sami Binmahfooz Independent - - Audit Committee (Chairman) 

11 Mr. Waheed Shaikh Non-Executive - Petromin Company - 
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During the Extraordinary General Assembly Meeting that was convened on 16/02/2017, the 

shareholders approved he amendments to the Company's Bylaws in accordance with the Companies 

Law issued by the Ministry of Commerce and Investments, whereby Article (18) of the Bylaws was 

amended by reducing the number of Board Members from 12 to 11 to comply with the new Companies 

Law. 

(16) Board Meetings and Record of Attendance 

The Board of Directors of Red Sea Housing Company had (5) meetings during 2016. Below is a table 

summarizing the record of attendance for these meetings. 

 

 Members 

1st 
Meeting 

2nd 
Meeting 

3rd 
Meeting 

4th 
Meeting 

5th 
Meeting Total 

26/01/2016 20/04/2016 15/07/2016 19/10/2016 03/11/2016 

1 H.E. Mr. Amr Al Dabbagh Present Present Present Present Present 5 

2 Dr. Ibrahim Al Madhoun Present Present Present Present Present 5 

3 Mr. Amin Shaker Present Present Present 
Not a 

Member 
Not a 

Member 
3 

4 Mr. Abdullah Shaker 
Not a 

Member 
Not a 

Member 
Not a 

Member 
Present Present 2 

5 Mr. Don Sumner Present Present Present Present Present 5 

6 Eng. Hussein Al Dabbagh Present Present Present Present Present 5 

7 Mr. Jamal Al Dabbagh Present Present Present Present Present 5 

8 Dr. Muhammad Ikhwan Present Present Present Present Present 5 

9 Mr. Mohamed Jazeel Present Present Present Present Present 5 

10 Mr. Saleh Binladen X Present X Present Present 3 

11 Mr. Sami Binmahfouz Present Present Present Present Present 5 

12 Mr. Waheed Shaikh Present Present Present Present Present 5 
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(17) Related Party Transactions 

Related parties principally comprise of Dabbagh Group Holding Company Limited and its affiliated 

entities (collectively the “Dabbagh Group”) which are the major shareholders of the company and the 

Group’s minority shareholders and their affiliated entities. 

The below tables summarize the transactions for related parties during FY2016: 

Name of the Related Party Relationship 

Al Dabbagh Group Holding Company, Saudi 
Arabia 

It is a Major Shareholder of Red Sea International 
Company with a direct shareholding representing 
51% of the Company’s share capital. H.E. Mr. Amr 
Al Dabbagh, Eng. Hussein Al Dabbagh and Mr. 
Jamal Al Dabbagh are (indirect) shareholders of Al-
Dabbagh Group Holding Company, while Mr. 
Mohamed Jazeel and Mr. Waheed Shaikh are 
Senior Executives therein. 
 

Petromin Company, Saudi Arabia It is a subsidiary of Al Dabbagh Group Holding 
Company. In addition, H.E. Mr. Amr Al Dabbagh is 
the Chairman of the Board of Directors of Petromin 
Company. 
 

National Scientific Company, Saudi Arabia It is a Major Shareholder of Red Sea International 
Company with a direct shareholding representing 
5% of the Company’s share capital. National 
Scientific Company is a subsidiary owned by Al 
Dabbagh Group Holding Company. 
 

Tanmiah Commercial Group Company,  
Saudi Arabia 

It is a shareholder of Red Sea International 
Company with a direct shareholding representing 
4% of the Company’s share capital. Tanmiah 
Commercial Group Company is a subsidiary owned 
by Al Dabbagh Group Holding Company. 
 

Mr. Saleh Mohammed Binladen He is an Independent Board Member of Red Sea 
Housing Services Company. Mr. Binladen owns a 
property in Rabigh, which is leased by the Company 
to construct employees’ accommodations. 
 

 

During FY2016, the Company continued engaging in numerous contracts, whereby a number of 

Board Members have direct or indirect interests in. These contracts have been concluded during the 

previous years and considered extensions of ongoing relationships that started prior to FY2016. 
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These contracts are summarized in the table below: 

  Board Member Details of the Interest 

1 H.E. Mr. Amr 
Abdullah Al 
Dabbagh 
(Chairman of the 
Board) 

The Company concluded a one-year lease agreement on 16/08/2015 with 

Tanmiah Commercial Group Company, which owns 4% of Red Sea Housing 

Services Company. This lease agreement is towards an office space with total 

area of 57 square meters and to be renewed annually. The annual lease value 

is SAR 28,500. The contract expired on 15/08/2016, and it has not been 

renewed thereafter.  

The Company concluded various transactions with National Scientific Company 

(NSC) during FY2016 for an aggregated amount of SAR 1,409,603 towards 

hiring office space, vehicles and insurance assistance.   

On 04/09/2016, the Company concluded an agreement with Petromin Company 

to transfer the lease of a property that was under the name of Red Sea Housing 

Services Company in King Abdullah Economic City (KAEC), to Petromin. 

Petromin shall start the payment of an annual lease amount of SAR 1,163,502 

upon the commencement of the Roll on/Roll off (RoRo) operations at King 

Abdullah Port in KAEC to enable Petromin to utilize the plot for loading and 

unloading of vessels via the seaport. The date that RoRo services in the port is 

expected to commence in 2017.  

The Company concluded contracts with Petromin Company over multiple 

periods during FY2016 for an aggregated amount of SAR 214,250 towards the 

sale and application of paint products. 

The Company concluded contracts with Al Dabbagh Group Holding Company 

over multiple periods during FY2016 for an aggregated amount of SAR 387,002 

towards the purchase of air tickets, hotel bookings and office equipment on 

behalf of Company. 

3 Mr. Hussein 
Abdullah Al 
Dabbagh 

The Company concluded a one-year lease agreement on 16/08/2015 with 
Tanmiah Commercial Group Company, which owns 4% of Red Sea Housing 
Services Company. This lease agreement is towards an office space with total 
area of 57 square meters and to be renewed annually. The annual lease value 
is SAR 28,500. The contract expired on 15/08/2016, and it has not been 
renewed thereafter.  

The Company concluded various transactions with National Scientific Company 
(NSC) during FY2016 for an aggregated amount of SAR 1,409,603 towards 

hiring office space, vehicles and insurance assistance. 

On 04/09/2016, the Company concluded an agreement with Petromin Company 
to transfer the lease of a property that was under the name of Red Sea Housing 
Services Company in King Abdullah Economic City (KAEC), to Petromin. 
Petromin shall start the payment of an annual lease amount of SAR 1,163,502 
upon the commencement of the Roll on/Roll off (RoRo) operations at King 
Abdullah Port in KAEC to enable Petromin to utilize the plot for loading and 
unloading of vessels via the seaport. The date that RoRo services in the port is 
expected to commence in 2017. 
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  Board Member Details of the Interest 

The Company concluded contracts with Petromin Company over multiple 

periods during FY2016 for an aggregated amount of SAR 214,250 towards the 

sale and application of paint products. 

The Company concluded contracts with Al Dabbagh Group Holding Company 
over multiple periods during FY2016 for an aggregated amount of SAR 387,002 
towards the purchase of air tickets, hotel bookings and office equipment on 
behalf of Company. 

2 Mr. Jamal Abdullah 
Al Dabbagh 

Mr. Jamal Abdullah Al Dabbagh owns 2% of SARL Red Sea Housing Ltd 

(Algeria). There were no contracts between the companies in FY2016.  

The Company concluded contracts with Gulf General Cooperative Insurance 

Company (GGCIC) during FY2016 in the amount of SAR 5,153,907 to provide 

insurance products and services to Red Sea Housing Services Company over 

multiple periods, whereby Mr. Jamal Abdullah Al Dabbagh is the Chairman of 

GGCIC. 

The Company concluded a one-year lease agreement on 16/08/2015 with 

Tanmiah Commercial Group Company, which owns 4% of Red Sea Housing 

Services Company. This lease agreement is towards an office space with total 

area of 57 square meters and to be renewed annually. The annual lease value 

is SAR 28,500. The contract expired on 15/08/2016, and it has not been 

renewed thereafter.  

The Company concluded various transactions with National Scientific Company 

(NSC) during FY2016 for an aggregated amount of SAR 1,409,603 towards 

hiring office space, vehicles and insurance assistance.   

On 04/09/2016, the Company concluded an agreement with Petromin Company 

to transfer the lease of a property that was under the name of Red Sea Housing 

Services Company in King Abdullah Economic City (KAEC), to Petromin. 

Petromin shall start the payment of an annual lease amount of SAR 1,163,502 

upon the commencement of the Roll on/Roll off (RoRo) operations at King 

Abdullah Port in KAEC to enable Petromin to utilize the plot for loading and 

unloading of vessels via the seaport. The date that RoRo services in the port is 

expected to commence in 2017.  

The Company concluded contracts with Petromin Company over multiple 

periods during FY2016 for an aggregated amount of SAR 214,250 towards the 

sale and application of paint products. 

The Company concluded contracts with Al Dabbagh Group Holding Company 

over multiple periods during FY2016 for an aggregated amount of SAR 387,002 

towards the purchase of air tickets, hotel bookings and office equipment on 

behalf of Company. 

4 Mr. Mohamed 
Husnee Jazeel 

The Company concluded contracts with Gulf General Cooperative Insurance 
Company (GGCIC) during FY2016 in the amount of SAR 5,153,907 to provide 
insurance products and services to Red Sea Housing Services Company over 
multiple periods, whereby Mr. Mohamed Husnee Jazeel is a Board Member in 
both companies. 
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  Board Member Details of the Interest 

The Company concluded a one-year lease agreement on 16/08/2015 with 
Tanmiah Commercial Group Company, which owns 4% of Red Sea Housing 
Services Company. This lease agreement is towards an office space with total 
area of 57 square meters and to be renewed annually. The annual lease value 
is SAR 28,500. The contract expired on 15/08/2016, and it has not been 

renewed thereafter.  

The Company concluded various transactions with National Scientific Company 
(NSC) during FY2016 for an aggregated amount of SAR 1,409,603 towards 

hiring office space, vehicles and insurance assistance.  

On 04/09/2016, the Company concluded an agreement with Petromin Company 
to transfer the lease of a property that was under the name of Red Sea Housing 
Services Company in King Abdullah Economic City (KAEC), to Petromin. 
Petromin shall start the payment of an annual lease amount of SAR 1,163,502 
upon the commencement of the Roll on/Roll off (RoRo) operations at King 
Abdullah Port in KAEC to enable Petromin to utilize the plot for loading and 
unloading of vessels via the seaport. The date that RoRo services in the port is 
expected to commence in 2017. 

The Company concluded contracts with Petromin Company over multiple 

periods during FY2016 for an aggregated amount of SAR 214,250 towards the 

sale and application of paint products. 

The Company concluded contracts with Al Dabbagh Group Holding Company 
over multiple periods during FY2016 for an aggregated amount of SAR 387,002 
towards the purchase of air tickets, hotel bookings and office equipment on 
behalf of Company. 

5 Mr. Waheed Ahmed 
Shaikh 

The Company concluded a one-year lease agreement on 16/08/2015 with 
Tanmiah Commercial Group Company, which owns 4% of Red Sea Housing 
Services Company. This lease agreement is towards an office space with total 
area of 57 square meters and to be renewed annually. The annual lease value 
is SAR 28,500. The contract expired on 15/08/2016, and it has not been 
renewed thereafter.  

The Company concluded various transactions with National Scientific Company 
(NSC) during FY2016 for an aggregated amount of SAR 1,409,603 towards 
hiring office space, vehicles and insurance assistance. 

On 04/09/2016, the Company concluded an agreement with Petromin Company 
to transfer the lease of a property that was under the name of Red Sea Housing 
Services Company in King Abdullah Economic City (KAEC), to Petromin. 
Petromin shall start the payment of an annual lease amount of SAR 1,163,502 
upon the commencement of the Roll on/Roll off (RoRo) operations at King 
Abdullah Port in KAEC to enable Petromin to utilize the plot for loading and 
unloading of vessels via the seaport. The date that RoRo services in the port is 
expected to commence in 2017. 

The Company concluded contracts with Petromin Company over multiple 

periods during FY2016 for an aggregated amount of SAR 214,250 towards the 

sale and application of paint products. 
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  Board Member Details of the Interest 

The Company concluded contracts with Al Dabbagh Group Holding Company 
over multiple periods during FY2016 for an aggregated amount of SAR 387,002 
towards the purchase of air tickets, hotel bookings and office equipment on 
behalf of Company. 

6 Dr. Muhammad Ali 
Ikhwan 

The Company concluded contracts with Gulf General Cooperative Insurance 
Company (GGCIC) during FY2016 in the amount of SAR 5,153,907 to provide 
insurance products and services to Red Sea Housing Services Company over 
multiple periods, whereby Dr. Muhammad Ali Ikhwan was a Board Member in 
GGCIC in early 2016. 

7 Mr. Saleh 
Mohammed Awad 
Binladen 

In 2013, the Company concluded an agreement with Mr. Saleh Mohammed 
Binladen to partially lease a property for 3 years to construct employee’s 
accommodations for GS Engineering Company, for the value of SAR 883,391 
annually. Upon the expiry of the lease period which ended in 2016, the 
Company extended the lease at the same annual rate to be renewed annually, 
to serve the accommodation needs of other companies operating within the 
area.  

 

Details of the Related Party Transactions are shown below.  

Dabbagh Group Holding Company, Kingdom of Saudi Arabia 2016 2015 

Opening Balance – Payable/(Receivable) 219,101 (64,942) 

Add: Purchase of Air Tickets, Hotel bookings and office 

equipment on behalf of Company. 

387,002 284,043 

Less: Sale of pre-fabricated buildings  -- -- 

Closing Balance - Payable/(Receivable) 606,103 219,101 

 

Petromin Company, Saudi Arabia 2016 2015 

Opening Balance – Payable/(Receivable) 74,750 -- 

Add: Receipts 139,500        509,305 

Less: Sales and application of Paint products (214,250) (434,555) 

Closing Balance - Payable/(Receivable) -- 74,750.00 

 

 

National Scientific Company (NSC), Saudi Arabia 2016 2015 

Opening Balance – Payable/(Receivable) 607,011 192,013 

Add: Renting of office space and vehicles and medical insurance 1,409,603 1,371,290 

Less: End of service benefits payable to employees transferred 

from NSC 

(1,757,633) (956,292) 

Closing Balance - Payable/(Receivable) 258,981 607,011 
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Al Tanmiah Commercial Group Company, Saudi Arabia  2016 2015 

Opening Balance – Payable/(Receivable) 28,500 -- 

Add: Renting of office space -- 28,500 

Less: Payments  (28,500) -- 

Closing Balance - Payable/(Receivable) -- 28,500 

 

 

Mr. Saleh Mohammed Binladen 2016 2015 

Opening Balance – Payable/(Receivable) -- -- 

Add: Lease of Land 883,391 883,391 

Less: Payments for Lease of Land. (883,391) (883,391) 

Closing Balance - Payable/(Receivable) -- -- 

 

 

(18) Remuneration of Board Members and Senior Executives 

The following table shows the remuneration and compensations paid to Board Members and Senior 

Executives during FY2016: 

                                                                                           (in ‘000 SAR) 

  
Executive 
Members 

** Non-Executives 
/Independent 

Members 

Five Top Paid 
Executives Including 

CEO & CFO 

Salaries 1,000 --  7,809 

Allowances & Compensations 114 -- 9,119 

Annual & Periodic Remunerations 200 2,000 --- 

Total 1,314 2,000 16,928 

 

 

(19) Waiving of Remunerations and Compensations 

There are no arrangements or agreements under which a Board Member or Senior Executive has 

waived his right to any salary or compensation during FY2016.  

 

(20) Waiving of Dividends 

There are no arrangements or agreements under which a shareholder has waived his right in 

receiving dividends During FY2016. 
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(21) Statutory Obligations 

The Company is subject to zakat in accordance with the regulations of the General Authority for Zakat 

and Tax (“GAZT”). Foreign shareholders in the consolidated Saudi Arabian subsidiaries are subject 

to income taxes. Income tax provision related to the foreign shareholders in such subsidiaries are 

charged to the non-controlling interests. Provision for zakat for the Company and zakat related to the 

Company’s ownership in the Saudi Arabian subsidiaries is charged to the consolidated income 

statement. Additional zakat payable, if any, at the finalization of the Company’s assessments are 

accounted for when determined by the GAZT. 

Foreign subsidiaries and branches are subject to income taxes in their respective countries of 
domicile, except RSD, which is not subject to any zakat or income taxes in the UAE. Such income 
taxes are charged to the consolidated income statement. 

The Company and its Saudi Arabian subsidiaries withhold taxes on certain transactions with non-
resident parties, including dividend payments to foreign shareholders of the Saudi Arabian 
subsidiaries, if any, in the Kingdom of Saudi Arabia as required under Saudi Arabian Income Tax 
Law.  

The Company has obtained the zakat certificates for the years through 2013. The GAZT has finalized 
the zakat assessments for the Company through the years 2006. The Company has not received 
final assessments from the GAZT for the years 2007 through 2015.  

There are no pending income tax assessments or tax notices received in relation to the operations of 
subsidiaries in foreign countries, by their respective taxation authorities. 

The below tables detail the statuary obligations paid by the company for the periods ending December 
31, 2015 and 2016: 

Provision for Zakat 2016 2015 

January 1 16,035,532 17,245,846 

Provision 2,577,088 8,600,000 

Payments  (652,036)           (9,810,314)          

December 31 17,960,584 16,035,532 

 

Provision for Foreign Income Taxes   2016 2015 

January 1 392,229 510,848 

Provision 5,88,710 468,496 

Payments  (3,824,762) (587,115) 

December 31 2,449,177 392,229 

 

Provision for GOSI 2016 2015 

January 1                ---                215,500 

Provision             3,654,038             3,009,251 

Payments           (3,343,800)           (3,224,751) 

December 31                310,238                          --- 

 

Customs 2016 2015 

January 1 --- --- 

Provision             2,087,430             4,617,911 

Payments           (2,087,430)                (4,617,911)      

December 31 --- --- 

      

The company does not have any other outstanding statutory government payments as of 31/12/2016. 
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(22) Reserves for Employee Benefits 

The below table illustrates the End-of-Service Benefits allocated to the company’s staff for the periods 

ending 31/12/2015 and 31/12/2016. 

End of Service Benefits 2016 2015 

Start of the Year            43,072,532            32,936,253 

Provisions       11,563,150       13,338,439 

Payments (4,209,504) (3,202,160) 

Currency Translation Differences --- --- 

End of the Year            50,426,177            43,072,532 

 

(23) Declaration of Board of Directors 

The Board of Directors declares the following:  

- Proper books of account have been maintained. 

- The system of internal control is sound in design and has been effectively implemented. 

- There are no significant doubts concerning the company’s ability to continue as a going 

concern. 

(24) Audit Report and Financial Statements 

Audit Report confirms that consolidated financial statements are free of material misstatements, and 

accounts have not been qualified. 

(25) Committees of the Board 

The company has (3) Committees that emerge from the Board of Directors. These committees were 
formed by the Board and have a crucial role in assisting the Board to carry out its entrusted duties to 
achieve the optimal performance and to benefit from the expertise of their members. The committees 
are also responsible for developing policies and plans; enforce the issued by the authorities; and 
make their recommendations to the Board as requested.  

Executive Committees 

According to Article (5) of the Executive Committee Character, the Committee shall consist of five (5) 
members. By the end of 2015, the Executive Committee became short of one member, and the vacant 
position has not been replaced since. Currently, the Executive Committee is chaired by H.E. Mr. Amr 
Al Dabbagh and the membership of Dr. Ibrahim Al Madhoun, Mr. Don Sumner and Mr. Mohamed 
Jazeel. The committee takes the responsibility of proposing major executive and strategic decisions 
to the Board of Directors in accordance with the specified authorities, and then recommends them to 
the Board for approval. The Executive Committee met (7) times in 2016. 

Audit Committee 
The Audit Committee consists of (4) members from the Board. It is chaired by Mr. Sami BinMahfooz 

(Independent) and membership of Dr. Muhammad Ikhwan (Independent), Mr. Jamal Al Dabbagh 

(Non-Executive) and Mr. Mohamed Jazeel (Non-Executive). The Committee is responsible for 

ensuring the accuracy, integrity, transparency, and independence of the business and operations 

performed by the Company and its subsidiaries, in accordance with the requirements of the rules and 

regulations of Ministry of Commerce and Investments (MCI), the rules and regulations of the Capital 
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Market Authority (CMA), and other relevant rules and regulations, in addition to the requirements of 

the international professional standards in that regard, in a way to enable the Board to perform its 

entrusted responsibilities and protect the interests of the shareholders. During 2016, the Committee 

met (5) times.  

 

Nomination and Compensation Committee 

According to Article (4) of the Nomination and Compensation Committee Charters, the Committee 

shall consist of (4) members. By the end of 2015, the Nomination and Compensation Committee 

became short of one member, and the vacant position has not been replaced since. The Committee 

is currently chaired by Dr. Ibrahim Al Madhoun and membership of Mr. Don Sumner and Mr. Jamal 

Al Dabbagh. The committee is responsible for reviewing all actions and policies, programs and 

requirements related to the Members of the Board and membership of the Board. It is also responsible 

for developing clear policies for the remuneration and compensation of Board Members and Senior 

Executives and recommends them to the Board for approval. The Nomination and Compensation 

Committee met (4) times during 2016. 

 

(26) Risks Related to the Business  

The company's business and financial condition or results of operations could be materially affected 
by any of the following risks. Whilst the list is not exhaustive, it indicates some of the major risks 
encountered by the Company. 
 
Cost and Availability of Raw Materials  
Prices and availability of raw materials to manufacture the company’s products can change 
significantly due to fluctuations in supply and demand. The company has historically been able to 
have an adequate supply of raw materials by maintaining good relations with its vendors and stock 
piling high volume materials. In addition, increased prices have historically been passed on to 
customers by raising the prices. There is no certainty that the company will be able to pass on future 
price increases and maintain adequate supply of raw materials. The inability to raise the price of its 
products and to maintain a proper supply of materials could have a negative impact on sales, 
operating results and cash flows.  
 
Competition  
The company operates in competitive markets. There are a number of companies which compete 
directly with Red Sea and such competition may put pressure on the margins for the company’s 
products. In addition, the company’s future performance might be adversely impacted by new entrants 
to its markets. 
 
Cyclical Nature of Business  
Although the economies of the Middle East and parts of Africa continue to pursue a policy of 
diversification to enhance the contribution of non-oil sectors to their GDPs, oil related revenues 
continue to play a dominant role in those economies. The downturn in the price of oil could suddenly 
turn market conditions unfavorable to new investments which could reduce the demand for remote 
camps and employee accommodations. In the event such a situation materializes, it may have an 
effect on the company’s results of operations and financial condition.  

Business Interruption 
The Company’s business is dependent on the on-going, efficient operations of its manufacturing 
facilities in Saudi Arabia, UAE, Ghana and Malaysia. Inherent risks include natural disasters, war, 
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accidents to key personnel, power, water supply, and computer equipment failure. Although the 
company maintains insurance policies consistent with industry norms and has put in place safety and 
protective measures to minimize the effects of such risks such measures may not adequately 
compensate the company for losses that may occur and any losses and/or damages incurred could 
have a material adverse effect on revenue. 

Governmental Regulations  
The company is subject to various governmental regulations. Implementation of new regulations or 
amendments to existing regulations could significantly increase the cost of the company’s products. 
In addition, failure to comply with present or future regulations could result in fines or potential civil or 
criminal liability. Both scenarios could negatively impact sales, operating results and cash flows.  

Dependence on Executive Officers and Other Key Personnel  
The company depends on the efforts of its executive officers and certain key employees. The loss of 
the service of one or more of these individuals could have an adverse effect on the sales, operating 
results and cash flows of the company.  

Currency Exchange 
The company’s expenses and revenues involve a number of currencies due to the raw materials 
procurement from a number of different markets, manufacturing facilities located in more than one 
country, and sales being generated from a number of different markets. A significant movement of 
exchange rate between the Saudi Arabian Riyal and the other currencies in which the company might 
do any trade may have a material adverse effect on the company’s profitability. The company 
examines foreign exchange risk management tools; however it still affects the company’s profitability 
due to the added cost of employing such tools. 

Political Risk 
The company has executed contracts in more than 60 countries. Its activities are concentrated within 
the Middle East, Africa and East Asia. The major customers of the company are Mining, Oil and Gas 
Companies having drilling and refining sites in the region. Some of the countries catered for by the 
company have instable political and economic environments, which could substantially affect the 
performance of the company. 

Credit risk 
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and will 
cause the other party to incur a financial loss. As of 31/12/2016, approximately 57.0% of accounts 
receivable were due from 8 customers (2015: 8 customers accounting for 74.0%). Management 
believes that this concentration of credit risk is mitigated as such proportion of balances are 
outstanding mainly from customers with whom there has been a sound relationship and an 
established track record of payments. Cash and short term deposit balances are placed with banks 
of sound credit ratings. Accounts receivable are carried net of provision for doubtful debts. 
 
Liquidity risk 
Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments 
associated with financial instruments. Liquidity risk may result from an inability to sell a financial asset 
quickly at an amount close to its fair value. Liquidity risk is managed by monitoring on a regular basis 
that sufficient funds are available through committed credit facilities to meet any future commitments. 

Oil Price Volatility Risk 
Crude oil price is arguably one of the single most important driving forces of the global economy, and 
its fluctuations have significant effects on the economic growth. The plummeting of the crude oil prices 
results in Oil & Gas companies calling off and/or putting on hold huge projects, which significantly 
affects the Company’s business since most of our customers fall under this segment. The key step 
the company has taken to help manage the risk of the volatile oil price is to diversify to other segments 
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and to other geographies that are not major Oil producers. Although diversification can to a certain 
extent offset the abrupt revenue fluctuations and subside the risk caused by dependence on a single 
sector, oil price volatility will always be a risk to our business revenue and profits. 

Cross Boarder Risk 
These are risks associated with investment outside the country of domicile due to conditions 
prevailing in the country the company invests in. Within that context comes the country risk which is 
the risk that a foreign government will significantly alter its policies or other regulations so that it 
negatively impacts the business climate in that country or the returns on a particular industry, 
company, or project. Macro-country risk deals with policy changes that harm, say, exporters or 
foreign-owned businesses in general, while micro-country risk implies that a government will 
deliberately target a particular foreign company due to political conflicts. 
 

(27) Sanctions and Penalties Imposed on the Company 

There was no Sanctions or Penalties Imposed on Red Sea Housing Company during FY2016. 

 

(28) Results of Annual Review of the Effectiveness of Internal Control  

The company’s operations in 2016 were subjected to periodic reviews by Internal Audit Department 
and External Auditor to ensure the effectiveness of internal control procedures in protecting the assets 
of the company, assess operational risks and measure efficiency of overall performance. The External 
Auditors have also evaluated the effectiveness of systems and procedures as part of their review of 
the consolidated financial statements. Following the recommendations from the Executive 
Management and the Audit Committee in the this regard; the Board has resolved to appoint 
independent external consultants to conduct a special review and provide their recommendations 
accordingly. Based on the received recommendations and to ensure continuous enhancement of the 
internal control functions and efficiency, the company has developed and introduced the following 
policies: 

1. Disclosure and Conflict of Interest Policy 
2. Use of External Advisors Policy 
3. Staff Disclosure policy 
4. Group Whistle-Blowing Policy 
5. Use of Company’s IT Properties Policy 

The Audit Committee has been closely and continuously monitoring and evaluating the performance 
of the Internal Audit Department and has recommended introducing a number of measures, such as 
new systems and reporting methods, to further enhance the efficiency of the Internal Audit 
Department. The results of the continuous review performed on the internal controls established that 
no material weaknesses were found in the Internal Control system of the company that require 
disclosure. 
 

(29) Social Corporate Responsibilities 

Red Sea Housing is committed to the communities across the countries of our presence. We believe 

that integrating sustainable development and community engagement into our long-term strategy is 

the key to sustainable outcomes both for ourselves as well as our customers. We have always looked 

to employ local workforce into our projects, factories, and offices to enable local economy 

development.  

http://financial-dictionary.thefreedictionary.com/risk
http://financial-dictionary.thefreedictionary.com/business+cycle
http://financial-dictionary.thefreedictionary.com/Return
http://financial-dictionary.thefreedictionary.com/Macro+Country+Risk
http://financial-dictionary.thefreedictionary.com/Micro+Country+Risk
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To promote eco-friendly products, Red Sea Housing Services (RSHS) Dubai took product testing to 

the next level by installing RSHS MBR Sewage Treatment Plant (STP) at its own premises. This has 

been done to enable waste reduction, recycling and reuse and keep with its efforts of being 

environmental-friendly, by creating and promoting these products. RSHS MBR STP was retrofitted to 

the existing pipe work and drains. The quality of produced water was then monitored over 12 months. 

This has resulted in saving of SAR 500,000 in a year, with 100% ROI revenue saved by eliminating 

water loss, 30-40% savings on potable water usage, and 75% savings on operational cost. 

Red Sea Housing Services Papua New Guinea, earned the status of a “Silver Sponsor” from the Port 

Moresby Nature Park, for aiding the transport and delivery of a number of units donated by Red Sea’s 

customer.  These items included kitchens, offices, containers, and freezers.  

Red Sea Housing Services Ghana supported Tema Regional office of Ghana Immigration Service 

(GIS) by converting a container into a two-room containerized office building. This gesture came to 

the rescue of GIS ease the pressure in their congested offices. The conversions were undergone with 

locally manufactured products as a way for promoting the use of Ghanaian materials. 

(30) Shareholders and Investors Relations 

Red Sea Housing Services takes the responsibility of keeping investors and shareholders informed 

of its performance and activities during the year through the Annual Report as well as the ongoing 

announcements of significant developments that may arise and could have an impact on its financial 

situation, which are posted on the official website of Tadawul and RSH website in addition to other 

media channels as per the rules and regulations of CMA and other authority parties.  

The company also takes the necessary measures to ensure the delivery of unclaimed dividends that 

clients failed to receive them due to not properly updating their banking information.  

 

(31) IFRS Implementation 

During its meeting that was held on 18/07/2013, the Board of Directors of the Saudi Certified 

Accountants Association, has approved the implementation of International Financial Reporting 

Standards (IFRS) after being certified by SOCPA, such that the nearest date of IFRS implementation 

is 01/01/2017 for entities listed under the Saudi Stock Exchange. The Company has implemented the 

IFRS is as below: 

• IFRS accounting policies have been prepared by internal team of the Company. The Company 

had engaged KPMG as the external consultant to review the IFRS accounting policies. This 

exercise is complete. In addition, existing auditors PricewaterhouseCoopers (PwC), as part of 

their audit work have reviewed the accounting policies. The IFRS accounting policies has been 

approved by Board of directors on 19-01-2017 

• The estimated impact on the opening IFRS Balance sheet as of 01/01/2016, due to transition to 

IFRS is expected to be a reduction in total retained earnings by SAR 73.8 M. These adjustments 

are estimated by the company based on working by its internal IFRS team after considering 
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feedback from external consultant KPMG. Also, existing auditors PricewaterhouseCoopers (PwC) 

are in the process of finalizing their review of the above adjustments to the opening balance sheet 

as part of their review of financial statements for the first quarter 2017. 

• Comparative IFRS financials for the period ended 31-03-2016 is being prepared by the appointed 

internal team responsible for IFRS conversion. It shall be reviewed by external auditors (PwC) to 

confirm if it is prepared in accordance with IFRS. The impact cannot be determined as currently 

the exercise is ongoing and any significant impact shall be disclosed once the exercise is 

completed 

• The Company has not faced any material difficulties in the transition process towards its 

implementation of IFRS 

• The Company is ready to prepare its financial statements for the first quarter of 2017 according 

to International Financial Reporting Standards within the applicable regulatory period. 

 

(32) List of Corporate Governance Rules Issued by CMA 

Red Sea Housing Services Company ensures the adherence to the rules and regulations related to 

corporate governance that are stated in the Companies Laws stipulated by the Ministry of Commerce 

and Industry, and the relevant CMA Charters with respect to the rights of shareholders and obligations 

towards continuous transparency. Below is a table stating the rules that have not been implemented, 

and shall be rectified in the near future. 

 

  

No. Article 
No. 

Article Comments 

1 Article (11) 
Para (b) 

The responsibilities of the 
Board of Directors should 
be clearly stated in the 
company’s Article of 
Association. 

The company’s By-laws does not clearly state 
the responsibilities of BOD. However, they 
were clearly stated in Section (3) of Corporate 
Governance Charter, Page (3), which was 
approved by the shareholders in the EGM. 

2 Article (12) 
Para (a) 

The Articles of Association 
of the company shall 
specify the number of the 
Board of Directors 
members, provided that 
such number shall not be 
less than three (3) and not 
more than eleven (11). 

During the EGM that was convened on 
24/04/2014, the shareholders approved the 
amendment of Article (18) of the Company’s 
By-laws (Formation of the Board), by 
increasing the number of Board Members to 
(12), in addition to the amendment of the 
Company’s Corporate Governance Charters 
in accordance with MCI’s Corporate Law. 
During the EGM that was convened on 
16/02/2017, the shareholders approved the 
amendment of Article (18) of the Company’s 
By-laws (Formation of the Board), by reducing 
the number of Board Members to (11), to 
conform with the Companies’ Law issued by 
MCI and CMA Charters. 

 




