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 Annual Report For Financial Year 2012

Dear Shareholders, 

On behalf of the Board of Directors of Red Sea Housing Services, I would like to present the company’s Annual 
Report, which covers all activities and achievements for the period between January 1st and December 31st, 
2012, including the final accounts for the period ending 31 December 2012. In spite of the many challenges 
we faced during the aforementioned period, Red Sea Housing Services Company has managed to promote its 
financial status and maintain its position as a local, regional and international market leader in the construction 
industry, offering high-quality housing solutions to a wide range of companies in various industries, including oil 
& gas and mining sectors. One of the key challenges facing us was the global political and economic instability 
that led to the delay of many projects across the oil and gas sectors. 

Nonetheless, Saudi Arabia has seen remarkable developments in its business sector, which has significantly 
contributed to achieving Net Profits of SAR 120.62 million, an increase of 54.85% compared to 2011. As part of 
the extensive efforts of our Board of Directors to enhance shareholders’ returns while underlining the company’s 
robust financial performance, the Board has recommended the distribution of cash dividends in the amount of 
SAR 60 million to shareholders for FY2012, equivalent to SAR 1.50 per share or 15% of company’s capital. 

Through its solid, sustainable growth and development plan, the Board of Directors has adopted its 2020 Growth 
Strategy, which will include over SAR 2 billion worth of capital investments. The new strategy is based on three 
main pillars aimed at extending the company’s business to offer housing solutions to countries where oil & gas 
and mining activities are expanding. This includes expanding into new geographical regions such as Australia, 
Eastern Asia, North America and South America; entering into the affordable housing sector through projects 
across Saudi Arabia and worldwide; and investing in the construction and building materials sector. The strategy 
is expected to reflect a positive impact in the first quarter results of 2013 by promoting the company’s current 
business and entering into more contracts for constructing high quality industrial camps, which are completed in 
record periods.

Saudi Arabia announced a solid budget that has vastly contributed to key local sectors, namely oil and gas, 
manufacturing and real estate. In light of these major developments across the Kingdom and the construction 
business in particular, we anticipate an increase in demand for housing services in the local market. We also look 
forward to completing the major projects initiated in 2012 and thereby delivering several camps to accommodate 
the employees of various companies. We expect the company to secure more contracts in 2013, relying upon the 
growing demand for high-quality housing units in local, regional and international markets.

Finally, I would like to extend my heartfelt gratitude and appreciation to the members of the Board of Directors, 
Executive members, and the entire staff for their outstanding performance in the past period. We believe this to 
have been the main factor behind our excellent results in 2012. We would further like to thank our shareholders 
for their great support in Red Sea Housing Services’ quest to reach its objectives and reaffirm its position as a 
market leader in the manufacturing and construction business. Our heartfelt thanks, as well, go to our respected 
clients for their confidence and contributions to the company. Rest assured, Red Sea Housing Services will 
continue to offer best-in-class products and services to cater to all your needs. 

Amr bin Abdullah Al Dabbagh 
Chairman of Board of Directors 

Chairman’s Message
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Dear Shareholders,

It gives me great pleasure to present to you our FY2012 Annual Report, the seventh since becoming a public 
company. This has been another very profitable year for us and notable achievements include:

• Revenues up 11.51% at SAR 864.85 million

• Net Profit up by 54.85% at SAR 120.62 million

• Shareholders Equity up 10.88 % at SAR 822.52 million

The continued strong performance by our Saudi Arabian operations has been the driving force behind our profit 
surge. For the near term we consider the Saudi Arabian market to be the hottest on the planet. Sales and Rentals 
of our buildings continue to be strong. Camp Management and Operations is becoming a larger percentage of our 
revenue and we intend to expand on that as well as in all areas of our business as the domestic market dictates.

Internationally, in 2012 we again extended our world wide experience with projects completed in South America. 
The two new countries of Chile and Panama were added to our existing market area of 62 countries. Over the 
course of the next two years we expect to have new offices opened in Mozambique, Oman, Chile and Australia 
to support our growing service area. Domestic and foreign companies alike have come to appreciate our focus 
on delivering quality products and services to the Oil & Gas industry, which has been our Strategy since our 
beginnings. 

We feel that Oil & Gas Companies will continue to be very active in the coming years. We have Operations 
Centers already located in Algeria, Libya, Papua New Guinea and Qatar. We have Factories located in Dubai, 
Ghana and Saudi Arabia. We are going into 2013 with an order backlog of just under SAR 900,000,000 and with 
our current expansion plans underway, we are optimistic of another banner year ahead of us.

Our 2012 financial performance is the result of the tremendous efforts of all our employees. Their dedication and 
creativity to improve our operations has made the difference. On behalf of the Board of Directors I sincerely thank 
all our people for a job well done. 

Don Brown Sumner
Chief Executive Officer and Managing Director

Managing Director’s Message
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H.E. Mr. Amr Abdullah Al Dabbagh
Has a BA in Business Administration from King Abdulaziz University. His international 
business career has developed through executive programs in management at the 
Harvard Business School, the Wharton School, the John F. Kennedy School of 
Government and the London Business School, as well as through training programs 
with Merrill Lynch, Coutts & Co., and Banque Worms. He served as the Governor 
of the Saudi Arabian General Investment Authority (SAGIA), for two consecutive 
4-year terms from 2004 to 2012. Currently he holds the post of Chairman and Chief 
Executive Officer of Al-Dabbagh Group.

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.

Dr. Ibrahim Hassan Al Madhoun
He earned his Bachelor and Master Degrees in Civil Engineering from King Fahd 
for Petroleum and Minerals University (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
Earned his certificate from Lindsey-Cooper Technical School in the United States. 
He joined Red Sea Housing back in 1986 as Project Manager. In 2003, he was 
appointed as General Manager of Red Sea Housing. From 2006 till present, he has 
been serving as CEO and Managing Director of the Company.
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Mr. Jamal Abdullah Al Dabbagh
Earned his Bachelor and Master Degrees in Business Administration. Served as 
a Member of the Agricultural Committee in Riyad’s Chamber of Commerce, and 
current Member of the Saudi Association for Poultry Producers. He is currently the 
General Manager of Dabbagh Group, and the Chairman of Gulf General Cooperative 
Insurance 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 1999, 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.

Mr. Waheed Ahmed Shaikh
Earned his Bachelor Degree in Mechanical Engineer from Pakistan and Master’s in 
Business Administration from US. He started his career in 1978 as Flight Engineer 
with Pakistan national airline PIA. Since 1983, he has been associated with Oil and 
Gas downstream industry initially with Shell in Pakistan and then with Energy portfolio 
of Dabbagh Group in Saudi Arabia. He currently holds the position of Chief Operating 
Officer of Dabbagh Group. In 2006, he was elected as member to the board of Red 
Sea Housing Services Company.

Mr. Sami Ahmed Binmahfouz
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 Operation, 
credit instruments and policies. He served in different leading positions in National 
Commercial Bank including the post of Head of Risk Management and Chief Risk 
Officer.

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. 
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Red Sea Housing Services Company, a Saudi Joint Stock Company, was founded in accordance with the 
Ministerial Decree No.2532 dated 09/02/1427H corresponding to 25/12/2006. Before becoming a joint stock 
company, Red Sea Housing Services was a Limited Liability Company registered in the Kingdom of Saudi Arabia 
under Commercial Registration No.2055006105 dated 26/10/1424h corresponding to 20/12/2003.

The company’s core business and source of revenue is derived from providing housing solutions in remote areas 
for local and international clients in Oil, Gas, and Mining industries, which include rental of properties and sale of 
housing units; and enable them to relocate their workforce to designated sites such as oil fields and gas plants. 
The company uses products manufactured in its facilities to reach the quality aspired by its customers. 

The company is also specialized in the production of Water Treatment Plants and Waste Treatment Plants, in 
addition to providing Power Plants to ensure that all elements are qualified to deliver the project according to the 
specifications, free of defects and on the agreed time. The ability of Red Sea Housing Services to coordinate 
manufacturing facilities, shipping services and constructions sites has made the company a leader in the field of 
remote housing solutions around the world.

The first manufacturing facility for the company is located in the city of Jubail in Saudi Arabia. In addition, the 
company has two other manufacturing facilities located in Jebel Ali, Dubai, UAE; and in Accra, Ghana. The 
facilities have a total production capacity of 770,000 square meters per year. The geographical spread of the 
company has helped to take advantage of the available housing opportunities and the ability to deliver housing 
solutions in the targeted areas.

The company currently employs 2,374 skillful employees. The management has a very high level of expertise in 
the field of manufacturing and housing solutions, in addition to possessing a competent team of workforce who 
are specialized in Middle East 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 enabled Red 
Sea Housing Services to provide high quality products and services that are trustworthy.

Red Sea Housing also generates revenue from Property Management, which falls into two main categories:

• Fixed Compound Accommodations such as the Desert Palms Compounds and Hotels located in Yanbu and 
Jubail, Saudi Arabia and Hassi Messaoud, Algeria. These are designed to be semi-permanent facilities. 
They are built, owned and operated by Red Sea Housing for the purpose of housing 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, recreation facilities, security services, entertainment and 
dependable communications facilities.

1 - Company’s Profile
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The Extraordinary General Assembly Meeting, held on 18/04/2012 approved the increase of the Company’s 
Share Capital from SAR 300 million to SAR 400 million through issuing one (1) bonus share for every three 
(3) shares held, which increased the total number of issued shares from 30 million to 40 million, an increase of 
33.33%. The Share Capital increase was financed through Company’s Reserves. 

As for the structural changes, the Company’s Board of Directors was re-elected for another three-year cycle, 
which ends by 25/04/2015. Moreover, Mr. Hesham Ahmed Tashkandi and Mr. Farid Hassan Khoja have resigned 
from the Board, while Mr. Sami Ahmed Binmahfouz, and recently H.E. Mr. Amr Abdullah Al Dabbagh have joined 
the Board, with the latter being appointed by Board Members to become the Chairman as a successor to Dr. 
Ibrahim Hassan Al Madhoun. The nomination shall be presented in the next General Assembly for voting. As a 
result of the aforementioned changes, all Board committees, including Executive Committee, Audit Committee, 
and Nomination and Compensation Committee, were re-formed. 

On April 24, 2012 the Company announced its plans to re-open its factory in Misrata, Libya and resume business 
within the next few months with commercial operations to commence in late 2012. The factory was expected to 
increase production capacity by 150,000 square meters per annum and support the increasing demand in North 
Africa. However, the sudden breakdown in security conditions following the attacks on the US Embassy and 
death of several employees thereof led many international companies to postpone their plans to invest in the 
region and wait until security and political conditions stabilize and they are able to start their activities. As a result, 
the company was unable to resume its maintenance and operation activities in Libyan factory, and therefore 
announced the delay for opening the factory.

Major events in 2012 include the Board of Directors’ adoption of 2020 Growth Strategy, which covers 
capital investments of SAR 2 billion. The Strategy is based on three main pillars: 

1. Expanding the Company’s current activities through providing housing solutions and constructing high-
quality housing compounds for oil, gas and mining companies and other industrial establishments, as well 
as expanding and spreading into new geographical areas including Australia, East Asia, North and South 
America.

 
2. Investing in construction and building materials, as they are witnessing an increasing demand due to the 

major industrial projects taking place in the region. 

3. Engage in the affordable housing sector through implementing projects in different parts of the Kingdom of 
Saudi Arabia and other cities around the world.

• Remote site accommodation solutions that are leased to customers for a specific period of time. It can be 
fully managed by the Company if requested by our clients. These are generally purpose-built facilities with all 
services provided by a team of professional workforce. The Company operates and maintains the facility over 
the course of the lease and upon expiration of the contract we remove all the buildings and infrastructure, 
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 Achievements of 2012
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In line with its so-far successful and ambitious development plans, especially after it launched its 2020 Growth 
Strategy and capital expenditure of SAR 2 billion, Red Sea Housing Services Company has won a contract 
worth over SAR 226 million to construct housing compounds to accommodate almost 9,000 employees 
of “GS Engineering”, which will execute the second phase of Petro Rabigh refinery expansion project. “GS 
Engineering” will lease the housing complex for a period of 30 months, while Red Sea Housing Services will also 
be providing catering services to occupants of the housing facility, totaling more than 27,000 meals daily, along 
with electricity supply, fresh water, sewage treatment facility, cleaning services, mosques, recreational amenities 
and maintenance services through the duration of the lease contract.

As part of its expansion plans in the field of construction and building materials, Red Sea for Building Materials and 
Equipments Trading Company, a subsidiary of Red Sea Housing, has entered into shareholders agreement with 
Sherwin-Williams, the world’s leading paint company, to manufacture and supply coatings for selected markets in 
the Middle East, especially KSA and neighboring countries that are witnessing a surge in construction projects. 
The joint venture will trade under the name “Premier Paint Company” with headquarters and manufacturing 
facilities based in Jeddah. The initial focus will be on supplying Sherwin-Williams’ architectural and light industrial 
coatings in the growing paint markets in the MENA region, which has recently recorded a significant increase in 
demand for various types of paints and coatings. 

Moreover, the company plans to further develop its core business and expand to new regions worldwide, including 
Australia, Eastern Asia, North America and South America, as well as strengthen its foothold in countries that 
recently attracted major investments from international companies in the sectors related to oil and gas exploration 
and mining.

3 - Expantions in 2013
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2008 2009 2010 2011 2012

Revenues 1,138,885 851,554 744,705 775,580 864,845

Cost of Revenues (833,248) (652,578) (555,759) (627,393) (641,190)

Gross Profit 305,637 198,976 188,946 148,187 223,655

Gross Profit % 26.84% 23.37% 25.37% 19.11% 25.86%

Selling and Marketing 
Expenses (39,733) (35,757) (19,914) (21,884) (37,440)

General and Administrative 
Expenses (38,341) (31,695) (47,887) (40,993) (51,532)

Income from Operations 227,563 131,524 121,145 85,309 134,683

Financial Income 833 2,027 1,524 1,297 1,714

Financial Charges (7,178) (4,596) (8,551) (8,138) (7,490)

Provisions for Litigations - - (40,726) - -

Other Income (Expense) 4,732 1,263 3,325 1,616 1,170

Income Before Foreign 
Income Taxes, Zakat and 
Minority Interest

225,950 130,218 76,717 80,084 130,077

Foreign Income Taxes (1,100) (958) (8,907) 8,420 (111)

Zakat (10,278) (12,662) (9,304) (10,884) (9,390)

Income Before Minority 
Interest 214,572 116,598 58,505 77,620 120,576

Minority Interest (537) 6,198 2,528 275 45

Net Income 214,035 123,516 61,033 77,895 120,621

Net Income/Sales (%) 18.79% 14.50% 8.20% 10.04% 13.95%

• Net Income achieved in 2012 was SAR 120.62 million, compared to SAR 77.89 million achieved in 2011, an 
increase of 54.85%, which is the highest for the past three years.

• Total Revenues have increased by 11.51%, reaching SAR 864.85 million in 2012, which is the second highest 
in the company’s history, while reporting SAR 775.58 in 2011. 

• Gross Profit was SAR 223.65 million, compared to SAR 148.19 for the previous year, an increase of 50.93%. 
• Operating Profit for the Company reached a total of SAR 134.68 million in 2012 compared to SAR 85.31 

million achieved in 2011, an increase of 57.87%. 
• Earning per share in 2012 was SAR 3.02, compared to SAR 1.95 in 2011. Earning per share is calculated 

based on new number of shares resulting from the increase in Share Capital, which led to increase in the 
number of issued shares from 30 million to 40 million shares, as per the approval of the EGM that was 
convened on 18/04/2012. 

• Shareholders’ Equity increased by 10.88% compared to 2011 to reach a total of SAR 822.52 million in 2012.  
• Current Assets in 2012 reached a total of SAR 616.23 million, compared to SAR 662.31 million in 2011. 
• Total Assets marginally decreased from SAR 1,281 million in 2011 to SAR 1,233 million in 2012.

5 - Financial Results for the Past Five Years
(in ‘000 Riyals)

4 -  Assets, Liabilities and Operating Results
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The following charts summarize the Financial Results for the past five years:

(In ‘000 Riyals)

(In ‘000 Riyals) 
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The Pie Chart did not include revenue details for the subsidiaries in Qatar, Libya and Nigeria as they did not 
generate any income through the financial year ending 31 December 2012.

The following chart illustrates revenues for the FY2012 as per the source of revenue:

6 - Revenue by Geographical Areas

The following chart illustrates revenues for FY2012 as per the geographical location:
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Saudi Arabia Ghana Algeria Qatar UAE PNG Total

Sales Revenues 2012 187,035 200,099 1,702 0 155,332 36,525 580,693

Rental Income 2012 274,607 395 5,257 0 134 3,759 284,152

Contract Revenues % 40.52% 99.80% 24.46% 0.00% 99.91% 90.67% 67.14%

Rental Income % 59.48% 0.20% 75.54% 0.00% 0.09% 9.33% 32.86%

Total Revenues 461,642 200,494 6,959 0 155,466 40,284 864,845

Saudi Arabia Ghana Algeria Qatar UAE PNG Total

Sales Revenues 2011 69,383 153,970 881 0 231,850 129,213 585,297

Rental Income 2011 183,463 558 3,601 0 24 2,637 190,283

Contract Revenues % 27.44% 99.64% 19.66% 0.00% 100.00% 98.00% 75.47%

Rental Income % 72.56% 0.36% 80.34% 0.00% 0.00% 2.00% 24.53%

Total Revenues 252,846 154,528 4,482 0 231,874 131,850 775,580

-
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The below tables and charts provide more details of the sources of revenue that the company generated, by 
geographical location, during FY2011 and FY2012. 

(In ‘000 Riyals)

(In ‘000 Riyals)

(In ‘000 Riyals)
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Income Statement 2011 2012 Difference(+/-) Difference(+/-) %

Revenues 775,580 864,845 89,265 11.51%

Cost of revenues (627,393) (641,190) (13,797) -2.20%

Gross profit 148,187 223,655 75,468 50.93%

Selling & Marketing Expenses (21,884) (37,440) (15,556) -71.08%

General & Administrative Expenses (40,993) (51,532) (10,538) -25.71%

Income from Operations 85,309 134,683 49,374 57.88%

Financial Income 1,297 1,714 417 32.15%

Financial Charges (8,138) (7,490) 648 7.96%

Other Income 1,616 1,170 (446) -27.60%

Income before zakat, taxes & minority Interest 80,084 130,077 49,993 62.43%

Foreign income taxes 8,420 (111) (8,531) 101.32%

Zakat (10,884) (9,390) 1,494 13.73%

Income before minority interest 77,620 120,576 42,956 55.34%

Minority interest 275 45 (230) -83.64%

Net income for the year 77,895 120,621 42,725 54.85%

EPS from Operating Income 2.13 3.37 1.24 58.22%

EPS 1.95 3.02 1.07 54.87%

Below are the major changes in the Income Statement for the twelve-month periods ending 31 December 2012 
and 31 December 2011.

(In ‘000 Riyals, except for EPS)

The increase in Net Income for this year compared to last year is due to the increase in revenues by 11.51%, 
which resulted from increase in rental revenues, and due to increase in Gross Margin percentage to 25.86% in 
FY2012, as compared to Gross Margins of 19.11% for FY2011.

7 - Major Changes in Operating Results
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Start of Year End of Year
Net Change

Change 

Percent
No. of Shares Debt Instruments No. of Shares Debt Instruments

Mr. Jamal Al Dabbagh 200 _ 200 _ 0 0%

The Financial Statements for the year ending 31 December 2012, have been prepared in accordance to the 
accounting standards generally accepted in the Kingdom of Saudi Arabia, issued by the Saudi Organization for 
Certified Public Accountants (SOCPA).

8 - Accounting Declaration

Red Sea Housing Services Company (“Company”) holds a group of companies located in different areas 
throughout the world (“Group”). Red Sea Housing Services is a joint stock company registered in the Kingdom of 
Saudi Arabia under the Ministerial Decree No. 2532 dated 02/09/1427, and its headquarter is located in Jubail.

Red Sea Housing Services Company (Ghana) Limited

In 2005, the Company established Red Sea Housing Services (Ghana) Limited (“RSG”), which is registered and 
operates in Accra, Ghana, with 100% ownership interest and Certificate of Registration Number CA-14,061. RSG 
operates the company’s third manufacturing facility. It is principally engaged in the manufacturing of Sitemaster 
25, Steel Roughneck and Seaway Series buildings. This facility predominantly services our customers located in 
North and West Africa. RSG commenced operations in October 2005.  

SARL Red Sea Housing Services Company Algeria Limited

In 2006, the Company established SARL Red Sea Housing Services Algeria Limited (“RSA”), which is registered 
in Algiers, Algeria, with 98% ownership interest and Certificate of Registration Number 0172292. Mr. Jamal Al 
Dabbagh owns 2% of the subsidiary. The objectives of RSA, among others, are to import the Company’s products 
for local sales and rentals and to support the parent Company by way of executing the local installation and 
general contracting works. In December 2007 RSA started generating revenues from operating Desert Palms 
Compounds and Hotels, which is located in Hassi Messaoud, Algeria.

Below is a table illustrating the ownership of Mr. Jamal Al Dabbagh in RSA:

9 - Foreign Subsidiaries and Branches

Red Sea Housing Services Company Qatar

During 2006, the Company established Red Sea Housing Services Company Qatar LLC (“RSQ”), which 
is registered in Doha, Qatar, with 49% ownership interest and Certificate of Registration Number 33866.  In 
accordance with the By-Laws of RSQ, the Company has the power to govern the financial and operating policies 
of RSQ.  Therefore, RSQ is treated as a subsidiary.  The objectives of RSQ principally are general contracting, 
installation of prefabricated buildings and general maintenance and operations.  
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Start of Year End of Year
Net Change

Change 

Percent
No. of Shares Debt Instruments No. of Shares Debt Instruments

Mr. Jamal Al Dabbagh 200 _ 200 _ 0 0%

Start of Year End of Year
Net Change

Change 

Percent
No. of Shares Debt Instruments No. of Shares Debt  Instruments

Mr. Jamal Al Dabbagh - - 25 - - -

Red Sea Housing Services Company Nigeria Limited

During 2008, the Company established Red Sea Housing Services Company Nigeria Limited (“RSN”), which is 
registered in Federal Republic of Nigeria, with 97% ownership interest and Certificate of Registration Number 
669488. The objectives of RSN include general contracting, construction, and general maintenance, construction 
of utilities and civil work and subcontracting.  As of 31 December 2012 RSN has not started commercial operations. 

Red Sea Housing Services Company Dubai FZE, U.A.E

During 2009, the company converted its Jebel Ali Free Zone Branch, U.A.E., into a wholly-owned enterprise 
named Red Sea Housing Services Company FZE (RSHFZE), under the rules of the Jebel Ali Free Zone Authority 
(JAFZA) with National Industrial License 1621 issued by the Commercial Registrations Department. RSHFZE 
operates the company’s second manufacturing facility. 

Red Sea Housing Services Company PNG Ltd.

During 2009, the Company incorporated Red Sea Housing Services Company Papa New Guinea (PNG)  
(“RSP”), which is registered in Port Moresby, Papua new Guinea. RSP is a branch of Red Sea Housing Services 
Company, Kingdom of Saudi Arabia. The objectives of RSP include general contracting, construction, Installation, 
construction of utilities and civil work and subcontracting. The principal activity of the branch during the year 2012 
was the completion of constructions of camps for the Chiyoda and Japan Gas Joint Venture - PNG LNG project.

Red Sea Housing Services Company Libya 

During 2009, the Company established Red Sea Housing Services Company Libya (“RSL”), which is registered 
in Great Socialist People’s Libyan Arab Jamahiriya. RSL is 90% owned by RSHFZE. The manufacturing facility in 
Libya, once in operation, will be the fourth manufacturing facility for Red Sea Housing. This facility predominantly 
will service customers located in North Africa. Due to the political conflict that took place in North Africa since early 
2011, the Company announced the delay for opening the manufacturing facility in Libya. The Company is aiming 
to commence the operations in the factory, once the conditions permit by 2013. As of 31 December 2012, RSL 
has not generated any revenues. 

Red Sea for Building Materials and Equipments Trading Company

During the fourth quarter of 2012, the company has established a subsidiary under the name Red Sea Housing 
for Building Materials and Equipments Trading Company.  It is a limited liability company, with its headquarter 
and manufacturing facility located in Jeddah. It specializes in wholesale and retail trading of sanitary and 
electrical equipments, in addition to all types of paints and coating. It also specializes in building machineries 
and equipments. The subsidiary was established in light of the plans of the 2020 Growth Strategy, which was 
approved in the second half of 2012. Red Sea Housing Services Company owns 95% of the subsidiary’s capital, 
while Mr. Jamal Al Dabbagh owns the remaining 5%.

Below is a table illustrating the ownership of Mr. Jamal Al Dabbagh in Red Sea for Building Materials and 
Equipments Trading Company:
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The below tables shows the ownership of Red Sea Housing Services Company in other subsidiaries:

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 
and Equatorial Guinea, however, none of these subsidiaries had any operations during the period ending 31 
December 2012.
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No. Name Percentage Number of Shares 
at Year Start

Number of Shares 
at Year End

Percentage 
Change

1 Dabbagh Company Holding 
Company Limited 51% 15,300,000 20,400,000 33.33%

2 Tanmiah Commercial Company 
Limited 4% 1,200,000 1,600,000 33.33%

3 Supreme Foods Company Limited 5% 1,500,000 2,000,000 33.33%

4 National Scientific Company Limited 5% 1,500,000 2,000,000 33.33%

5 Marketing and Commercial Agencies 
Limited 5% 1,500,000 2,000,000 33.33%

Total 70% 21,000,000 28,000,000 33.33%

The following table includes the list of major shareholders who have previously disclosed their interests of shares 
in the company and are not Board Members or Senior Executives of the Company or any of their relatives:

• The number of issued shares has increased from 30 million to 40 million as a result of increasing the company’s share capital 
by 33.33%.

At the General Assembly held on 18/04/2012, the company has complied with the By-laws and allocated ten 
percent (10%) of the annual Net Profits to form a statutory reserve, and dividends payout was approved by the 
shareholders. The company did not issue any preferred shares, therefore all dividends are distributed to common 
stock shareholders. The shareholders have also approved the distribution of SAR 40 million as Cash Dividends 
for FY2011, SAR 1.00 per share or 10% of share capital, which complies with the policies stated in the By-laws. 

The declared dividends were distributed by direct deposit into the shareholders bank account within 30 days of 
the 2012 General Assembly.

According to Article (45) of the Company’s By-laws, dividends shall be distributed after deducting all 
general expenses and other costs. The Company’s annual Net Income shall be allocated as follows:

• 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 (1/2) of the Company’s 
capital.

• Dividends shall be paid to the holders of preferred shares as per the specified percentage pertaining to such 
shares.

• The Ordinary General Assembly may, upon request of the Board of Directors, allocate a percentage of the 
annual Net Income to form an additional reserve to be allocated for the purposes decided by the Ordinary 
General Assembly.

• 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.

• The balance shall be distributed among the shareholders as an additional share of the profits.

10 - Major Shareholders

11 - Dividend Policy
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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

H.E. Mr. Amr A. Al Dabbagh - - 1,000 - 1,000 -

Dr. Ibrahim H. Al Madhoun 470,000 - 630,000 - 160,000 34.04%

Mr. Don Brown Sumner 300 - 1,333 - 1,033 344.33%

Eng. Hussein A. Al Dabbagh 1,000 - 1,333 - 333 33.33%

Mr. Jamal A. Al Dabbagh 1,000 - 1,333 - 333 33.33%

Mr. Mohamed Husnee Jazeel 1,000 - 1,333 - 333 33.33%

Dr. Muhammad A. Ikhwan 2,000 - 4,000 - 2,000 100%

Mr. Sami Ahmed Binmahfouz - - 1,026 - 1,026 -

Mr. Waheed Ahmed Shaikh 1,000 - 1,333 - 333 33.33%

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 
ChangeNo. of 

Shares

Debt 
Instrume
nt

No. of 
Shares

Debt 
Instrument

1 Mr. Don Brown Sumner 
(Sr.) CEO 300 - 1,333 - 1,033 344.33%

2 Mr. Sanjay Wadhwani CFO 0 - 0 - 0 -

3 Mr. Mohammed Mallawi Compliance / Investor 
Relations Manager 20 - 26 - 6 33.33%

4 Mr. Don Brown Sumner 
(Jr.) VP Operations - KSA 0 - 0 - 0 -

5 Mr.Craig Conklin General Manager -
Jubail 0 - 0 - 0 -

6 Mr.Bassam Al Warith Chief Strategy Officer 0 - 0 - 0 -

7 Mr.Waseem Ijaz CEO - RSBM&ET Co. 0 - 0 - 0 -

8 Mr.Mohammed Noor 
Rumaiz CFO - RSBM&ET Co. 0 - 0 - 0 -

With respects to the Company and all its subsidiaries, no Board Member or senior officer nor any of their spouses 
and minor children were entitled for options or subscription rights.  

The interests of Board Members, their wives and minor children in the Company’s shares, debt instruments or 
any of its subsidiaries and any changes made during FY2012 are shown in the following table: 

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 FY2012 are shown in the following table: 

12 - Directors and Senior Executives Shareholdings
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2012 2011

2013 --- 83,460,612

2014 74,633,829 62,878,776

74,633,829 146,339,388

Non-Current Portion: 2012 2011

Medium-term borrowings 160,694,445 259,050,000

Less Current portion of Medium-term borrowings (86,060,616) (112,710,612)

Non-current portion of medium-term borrowings 74,633,829 146,339,388

Current Portion 2012 2011

Bank overdrafts -- --

Short-term bank borrowings 60,410,597 83,187,637

Current portion of medium - term borrowings 86,060,616 112,710,612

Current Portion 146,471,213 195,898,249

Bank borrowings for the periods ending 31 December, comprise of the following: 

Unutilized credit facilities availed to the Group at 31 December 2012 amounted to SAR 327.40 Million (2011 – 
Saudi Riyals 382.10 million) and comprised principally of overdrafts, short-term borrowings and letters of credit 
and guarantee.  

During 2011, the Company obtained a medium-term bank borrowing in the amount of SAR 225 million from 
a local bank in Saudi Arabia against the project of Saudi Arabian Mining Company “Ma’aden” to finance the 
construction of Camps. There was no unutilized medium-term bank borrowings availed to the Company at 31 
December 2012 (2011: Saudi Riyals 15 million). During 2012, the Company has obtained a medium term loan of 
SAR 15.00 million from a local bank in Saudi Arabia. The aggregate maturities of these borrowings are spread 
over 2012 through 2014. 

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

13 - Bank Borrowings 
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Banks Opening Balance
01-Jan-12 New Loans Paid Loans Closing Balance 

31-Dec-12

National Commercial Bank, 
Jeddah, K.S.A. 257,800,000 20,000,000 117,105,555 160,694,445

Riyad Bank, Jubail, K.S.A. 31,233,000 24,900,000 31,233,000 24,900,000

Al Rajhi Bank, Dammam, K.S.A. 29,989,629 44,969,684 54,976,336 19,982,977

Emirates NBD Bank PJSC -
U.A.E. - 25,033,076 22,105,514 2,927,562

HSBC Bank Middle East Limited, 
U.A.E. 23,215,008 78,979,650 89,594,600 12,600,058

Total 342,237,637 193,882,410 315,024,752 221,105,042

Board Name Classification Membership in Other Companies Membership in 
Committees

1 H.E. Mr. Amr Abdullah Al Dabbagh
(Chairman of the Board) Non-Executive - Executive Committee 

(Chairman)

2 Dr. Ibrahim Hassan Al Madhoun Independent

Almarai Company
Fitahi Holding Group
Herfy Company
Al Obeikan Investment Group

Executive Committee
N&C Committee 
(Chairman)

3 Mr. Don Brown Sumner
(CEO & Managing Director) Executive - Executive Committee 

N&C Committee

4 Eng. Hussien Abdullah Al Dabbagh Non-Executive - -

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

Audit Committee
N&C Committee

6 Dr. Muhammad Ali Ikhwan Independent
Fitahi Holding Group
Gulf General Cooperative Insurance 
Company

Audit Committee 
(Chairman)

7 Mr. Mohamed Husnee Jazeel Non-Executive

Gulf General Cooperative Insurance 
Company
Saudi Arabian Lubricating Oil Company 
(Petromin)

Executive Committee
Audit Committee

8 Mr. Sami Ahmed Binmahfouz Independent - Audit Committee

9 Mr. Waheed Ahmed Shaikh Non-Executive Saudi Arabian Lubricating Oil Company 
(Petromin) -

• 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 2012.

• Callable Debt Instruments
The Company, including all of its subsidiaries did not issue or cancelled any callable debt instruments during 
2012.

• 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 2012.

The below table provides details of the availed loans according to banks:

15 - Declarations Related to Debt Instruments

14 - Board of Directors
The Company’s Board of Directors is composed of (9) members. Below is a table detailing the composition of the 
Board and classification of its members.



25

 Annual Report For Financial Year 2012

Member

Attendance Record

1st Meeting 2nd Meeting 3rd Meeting 4th Meeting 5th Meeting 6th Meeting
Total

17/01/2012 18/04/2012 18/04/2012 30/07/2012 17/10/2012 28/11/2012

1 H.E. Mr. Amr A. Al Dabbagh Not Member Not Member Not Member Present Present Present 3

2 Dr. Ibrahim H. Al Madhoun Present Present Present Present Present Present 6

3 Mr. Don B. Sumner Present Present Present Present Present Present 6

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

4 Mr. Jamal A. Al Dabbagh Present Present Present Present Present Present 6

6 Dr. Muhammad A. Ikhwan Present Present Present Present Present X 5

7 Mr. Mohamed H. Jazeel Present Present Present Present Present Present 6

8 Mr. Sami Ahmed Binmahfouz Not Member Not Member Present Present Present Present 4

9 Mr. Waheed A. Shaikh Present Present Present X Present Present 5

The Board of Directors of Red Sea Housing Company had (6) meetings during FY2012. Below is a table showing 
the record of attendance of these meetings:

Mr. Sami Binmahfouz and Mr. Tariq Mohammed Abbadi have joined the Board on 18/04/2012, where they were 
nominated through the Extraordinary General Assembly Meeting, and shareholders accordingly approved their 
nomination. After Mr. Abbadi submitted his resignation from the Board, H.E. Mr. Amr Abdullah Al Dabbagh joined 
the Board, and was appointed as the Chairman of the Board on 30/07/2012. His nomination will be presented to 
the coming General Assembly for voting.

During the Financial Year 2012, the Company continued the involvement in some of the contracts where some 
Board Members have interests in. These contracts have been concluded during the previous years and are 
extension of ongoing relationships that began before the 2012.

16 - Board Meetings and Record of Attendance

17 - Related Party Transactions
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Board Member Company Details of the Interest

1 Mr. Jamal Al Dabbagh SARL Red Sea Housing 
Services Company Ltd. (Algeria)

Mr. Jamal Al Dabbagh owns 2% of SARL Red Sea Housing Ltd (Algeria). There 
were no contracts between the companies in 2012. This item will be included in the 
Agenda for the coming General Assembly for voting by shareholders, and to 
approve the contracts for 2013, to purchase housing units.

2 Mr. Jamal Al Dabbagh Gulf General Cooperative 
Insurance Company

The Company concluded contracts with Gulf General Cooperative Insurance 
Company to provide insurance products and services to RSH, where Mr. Jamal A. Al 
Dabbagh is the Chairman of the company.

3 Mr. Mohamed  Jazeel Gulf General Cooperative 
Insurance Company

The Company concluded contracts with Gulf General Cooperative Insurance 
Company to provide insurance products and services to RSH, where Mr. Mohamed 
H. Jazeel is a Board Member in both companies.

4 Dr. Muhammad Ikhwan Gulf General Cooperative 
Insurance Company

The Company concluded contracts with Gulf General Cooperative Insurance 
Company to provide insurance products and services to RSH, where Dr. 
Muhammad Ikhwan is a Board Member in both companies.

5 Mr. Jamal Al Dabbagh
Red Sea for Building Materials 
and Equipments Trading 
Company

Mr. Jamal Al Dabbagh owns 5% of the capital of Red Sea for Building Materials, 
which specializes in specializes in wholesale and retail trading of sanitary and 
electrical equipments, in addition to all types of paints and coating. It also specializes 
in building machineries and equipments. There were no contracts between the 
companies in 2012. This item will be included in the Agenda for the coming General 
Assembly for voting by shareholders, and to Approve the transactions for 2013.

Executive Members ** Non-Executives /Independent Members Five Top Paid Executives Including CEO & CFO

Salaries 2,700 -- 9,364

Allowances & 
Compensations 6,753 -- 24,224

Annual & Periodic 
Remunerations 200 1,600 --

Total 9,653 1,600 33,588

These contracts are summarized in the table below:

As per the appended report of the External Auditor, Red Sea Housing Services Company paid a total of SAR 
1,245,275.19 to Gulf General Cooperative Insurance Company for insurance services and products that were 
rendered in FY2012.

The following table shows the remuneration and compensations paid to Board Members and Senior Executives 
during FY2012:

18 - Remuneration of Board Members and Senior Executives

(In ‘000 Riyals)
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Provision for Zakat 2012 2011

January 1 11,547,224 10,883,799

Provision 9,389,914 10,883,993

Payments (3,404,468) (10,220,568)

December 31 17,532,670 11,547,224

Provision for Foreign Income Taxes 2012 2011

January 1 (873,705) 9,313,623

Provision 111,101 (9,313,623)

Payments (260,448) (873,705)

December 31 (1,023,052) (873,705)

There are no arrangements or agreements under which a Board Member or senior executive has waived his right 
to any salary or compensation. 

19 - Waiving of Remunerations and Compensations

20 - Waiving of Dividends

21 - Statutory Obligations

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

The company is subject to zakat in accordance with the regulations of the Department of Zakat and Income Tax 
(“DZIT”).  Zakat is charged to the consolidated statement of income.  Additional zakat payable on the finalization 
of the Company’s assessments are accounted for when determined by the DZIT.

The Company has finalized its zakat status and obtained the zakat clearance certificates up to 2006.  The 
Company has not received final assessments from the DZIT for the years 2007 through 2012. 

Income tax related to foreign subsidiaries and branches amounted to approximately SAR 0.11 million for the 
year ending 31 December 2012 (2011: Tax benefits of SAR 8.40 million). Foreign branches and subsidiaries are 
subject to income taxes in their respective countries of domicile expect for RSG, which has a 10 year tax holiday 
period from the date of commencing operations. The Company’s subsidiary in the UAE is not subject to any zakat 
or income taxes in the UAE.

The below tables detail the Statuary Obligations paid by the Company:
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Customs 2012 2011

January 1 ---- ----

Provision 3,666,172 3,503,533

Payments (3,666,172) (3,503,533)

December 31 ---- ----

Termination Benefits 2012 2011

Start of the Year 13,558,296 11,272,209

Provisions 18,470,955 6,493,148

Payments (2,519,790) (4,207,061)

End of the Year 29,509,461 13,558,296

Provision for GOSI 2012 2011

January 1 14,591 43,488

Provision 819,621 543,502

Payments (834,212) (572,399)

December 31 -- 14,591

•  For more details, please refer to the notes in the attached Financial Statements.

The Company does not have any other outstanding statutory government payments as of 31 December 2012.

The below tables illustrates the benefits allocated to the Company’s staff during 2012 as stated in Financial 
Statements

22 - Reserves for Employee Benefits

The Board of Directors declares the following: 
 
• All accounting records have been prepared properly.

• Internal Control system is established on sound basis and is implemented effectively.

• There is no single doubt of the Company’s ability to continue its business.

23 -  Declaration of Board of Directors
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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. 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 optimum performance 
and to benefit from the expertise of their members. The committees are also responsible to develop policies and 
plans, enforce the roles of authorities and make their recommendations as requested.

Executive Committees

The Executive Committee is comprised of (4) members from the Board. It is chaired by H.E. Mr. Amr Al Dabbagh 
and the membership of Dr. Ibrahim Al Madhoun, the Managing Director 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 powers, and then recommend them to the Board for its approval. 
The Executive Committee met (6) times in FY2012.

Audit Committee

The Audit Committee consists of (4) members from the Board. It is chaired by Dr. Muhammad Ikhwan and 
the membership of Mr. Mohamed Jazeel, Mr. Sami Binmahfouz and Mr. Jamal Al Dabbagh. The committee is 
responsible for overseeing the risk assessment, administrative procedures, financial transactions and reports 
and examinations of Internal Control procedures. During FY2012, the committee met (4) times. 

Nomination and Compensation Committee

The Nomination and Compensation Committee contains (3) members from the Board of Directors. It is 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 recommend them to the Board for approval. The 
Nomination and Compensation Committee met (4) times during FY2012.

During 2012, the Board of Directors has issued the below resolutions concerning the Committees:

• The EGM that was convened on 18/04/2012 has re-elected the Board of Directors for the next cycle, which 
expires on 25/04/2015. The newly elected Board was chaired by Dr. Ibrahim Al Madhoun and the membership 
of Mr. Don Brown Sumner, Eng. Hussein Al Dabbagh, Mr. Jamal Al Dabbagh, Mr. Mohamed Jazeel, Dr. 
Muhammad Ikhwan, Mr. Sami Binmahfouz, Mr. Waheed Shaikh and Mr. Mohammed Tariq Abbadi.

• On 30/07/2012, H.E. Mr. Amr Al Dabbagh joined the Board after the resignation of Mr. Mohammed Tariq 
Abbadi, and was appointed as the Chairman of the Board.

• The Executive Committee was re-formed, chaired by H.E. Mr. Amr Al Dabbagh, and the membership of Dr. 
Ibrahim Al Madhoun, Mr. Mohamed Jazeel and Mr. Don Sumner.

• The Audit Committee was re-formed, chaired by Dr. Muhammad Ikhwan and membership of Mr. Mohamed 
Jazeel, Mr. Jamal Al Dabbagh and Mr. Sami Binmahfouz.

• The Nomination and Compensation Committee was re-formed, chaired by Dr. Ibrahim Al Madhoun and 
membership of Mr. Don Sumner, Mr. Jamal Al Dabbagh.
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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 Red Sea 
Housing.

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 Housing 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

Red Sea’s business is dependent on the on-going, efficient operations of its manufacturing facilities in Saudi 
Arabia, UAE and Ghana. Inherent risks include natural disasters, war, accidents to key personnel, power, water 

26 - Risks Related to the Business
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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 minimise 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 Companies’ 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

Red Sea Housing Services Company has executed contracts in more than 60 countries. It concentrates in Middle 
East, Africa and East Asia. The major customers of the Company are Oil, Gas and Mining Companies having 
drilling and refining sites in the region. Some of the countries catered for by the Company have instable political 
and economic framework, which could substantially affect the performance of the Company.

27 - Sanctions and Penalties Imposed on the Company
The company did not receive any sanctions or penalties in 2012.

28 - Results of Annual Review of the Effectiveness of Internal 
Control Procedures
In 2012, the Company’s operations were subjected to periodic reviews by Internal Control 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 Auditor has also evaluated 
the effectiveness of systems and procedures through the performance of consolidated review where no material 
weaknesses were found in the Internal Control system of the Company. This reflects the assurance of the Audit 
Committee on the effectiveness of the internal control procedures.

29 - Social Corporate Responsibilities
As  part  of  a  Company-wide  green policy  that  aims  to  promote greater use of electronic  communications  
to reduce emissions and alleviate the strain on the environment, the  budget  that  the Company usually allocate 
for paper consumption was spent on corporate  responsibility  initiatives and educational projects, in particular 
Health, Safety and Environmental courses. In addition, Red Sea Housing Services Company continued its pursuit 
to care for the families of our staff who were affected by floods and other natural disasters that took place in 
regions where our branches and projects are. The Company provided aids in the form of housing shelters, food 
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and monetary aids.  The Company continuously aims to developing and enhancing its initiatives towards it social 
responsibility.

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 - 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 Company’s Bylaws and are published by Ministry of Commerce and Industry 
with respect to 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.
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