
 

 

P R O S P E C T U S  
 

R E D  S E A  H O U S I N G  S E R V I C E S  C O M P A N Y  
Sale of Sale of Sale of Sale of 9999,,,,000000000000 ,000,000,000,000 shares representing 30% of Red Sea Housing  Services Company through an Initia l Public Offering at  shares representing 30% of Red Sea Housing  Services Company through an Initia l Public Offering at  shares representing 30% of Red Sea Housing  Services Company through an Initia l Public Offering at  shares representing 30% of Red Sea Housing  Services Company through an Initia l Public Offering at 

an Offer Price  of SAR an Offer Price  of SAR an Offer Price  of SAR an Offer Price  of SAR 58585858 per Share per Share per Share per Share    

A Saudi Joint Stock Company (under conversion) in accordance with the Ministerial Resolution No. 1801 dated 5/7/1427H 
(Corresponding to 30/7/2006G) 

Offer Period: Offer Period: Offer Period: Offer Period: 18/7/1427H18/7/1427H18/7/1427H18/7/1427H    to to to to 27/7/1427H27/7/1427H27/7/1427H27/7/1427H (Corresponding (Corresponding (Corresponding (Corresponding to : to : to : to :    12/8/2006G12/8/2006G12/8/2006G12/8/2006G    to to to to 21/8/2006G21/8/2006G21/8/2006G21/8/2006G)))) 

Red Sea Housing Services Company (“Red Sea” or the “Company”) was formed as a Saudi general partnership with Commercial Registration 
Number 4030052466 dated 03/05/1406H (corresponding to 13/01/1986G). The Company was converted on 07/11/1411H (corresponding to 

21/05/1991G) into a Saudi limited liability company with Commercial Registration Number 2055006105 dated 26/10/1424H (corresponding to 

20/12/2003G), as amended. The Minister of Commerce and Industry has, pursuant to resolution No. 1801 dated 5/7/1427H (Corresponding to 

30/7/2006G), authorized the conversion of the Company into a joint stock company with a share capital of SAR 300 million comprising thirty (30) 
million shares with a nominal value of SAR 10 each. Following completion of the Offering (as defined below) and the conclusion of the Conversion 

General Assembly, an application will be submitted to the Minister of Commerce and Industry requesting him to announce the conversion of the 

Company. The Company will be considered duly converted into a joint stock company from the date of issuance of the Ministerial Resolution 

declaring its conversion. 
The Initial Public Offering (the “Offering”) of 9,000,000 shares (the “Offer Shares”) with a nominal value of SAR 10 each, all of which are fully paid, 

and representing 30% of the issued share capital of the Company, is directed at and may be accepted by individuals having the Saudi nationality 

(“Subscriber” and collectively referred to as the “Subscribers”). The Offer Shares are being sold by Dabbagh Group Holding Company Limited 

(“Dabbagh Group” or the “Selling Shareholder”), which owns 24,300,000 shares of the Company (the “Shares”) representing 81% of the share 
capital of the Company before Offering. Upon completion of the Offering, Dabbagh Group will own 51% of the Shares and will consequently retain 

a controlling interest in the Company. The net proceeds from the Offering will be paid to the Selling Shareholder. The Company will not receive 

any part of the proceeds from the Offering. The Offering is fully underwritten (Please refer to section “Underwriting”). 

The Offering will commence on Saturday 18/7/1427H (corresponding to 12/8/2006G) and will remain open up to and including Monday 
27/7/1427H (Corresponding to 21/8/2006G) (the “Offering Period”). Subscription to Offer Shares can be made through branches of each of the 

Lead Manager and the Receiving Banks (as defined in the “Important Notice” section) during the Offering Period. 

Each individual subscriber to the Offer Shares must apply for a minimum of ten (10) Offer Shares. Each Subscriber may not apply for more than 

twenty five thousand (25,000) Offer Shares. Each Subscriber will be allocated a minimum of ten (10) Offer Shares with the remaining Offer Shares, 
if any, being allocated on a pro-rata basis. The Company does not guarantee the minimum allocation of ten (10) Offer Shares in the event that the 

number of Subscribers exceeds nine hundred thousand (900,000). In that case, the Offer Shares will be allocated equally between all Subscribers. If 

the number of Subscribers exceeds the number of Offer Shares, the allocation will be determined at the discretion of the Capital Market Authority 

of the Kingdom of Saudi Arabia (“CMA” or “Authority”). Excess of subscription monies, if any, will be refunded to Subscribers without any charge 
or withholding by the Lead Manager and the Receiving Banks. Notification of the final allotment and refund of subscription monies, if any, will be 

made no later than Monday 4/8/1427H (Corresponding to 28/8/2006G). (Please refer to section “Subscription Terms and Conditions” – Allocation 

and Refunds). 

Each Share entitles the holder to one vote and each shareholder (“Shareholder”) with at least 20 Shares has the right to attend and vote at the 
general assembly meeting (the “General Assembly Meeting”). The Offer Shares will be entitled to receive dividends declared by the Company from 

the date of commencement of the Offering Period and for subsequent fiscal years. The Company’s net income amounted to SAR 97.9 million for 

the fiscal year ending March 31, 2005G of which SAR 48.6 million was paid out as dividends to the shareholders of the Company and the Company 

is expected to pay approximately SAR 60 million in dividends for the fiscal year ending March 31, 2006G to the Existing Shareholders (Please refer 
to section “Dividends Record and Policy”). 

Prior to the Offering, there has been no public market for the Shares in Saudi Arabia or elsewhere. An application has been made to the CMA for 

the admission of the Shares to the Official L ist and all relevant approvals pertaining to this Prospectus and all other supporting documents 

requested by the CMA in addition to all re levant regulatory approvals required to conduct the Offering have been granted. Trading in the Shares is 
expected to commence on the Exchange soon after the final allocation of the (Please refer to section “Key Dates for Investors”). Subsequent to the 

Shares commencing trading, Saudi and GCC nationals, companies, banks and funds as well as individuals having an Iqama (resident permit) in Saudi 

Arabia will be permitted to trade in the Shares. The “Important Notice” and “Risk Factors” sections in this Prospectus should be considered 

carefully prior to making an investment decision in the Shares offered hereby. 
 
Financial Financial Financial Financial AdvisorAdvisorAdvisorAdvisor        Lead ManagerLead ManagerLead ManagerLead Manager and Lead Underwriter and Lead Underwriter and Lead Underwriter and Lead Underwriter         CoCoCoCo----UnderwritersUnderwritersUnderwritersUnderwriters    

 
Receiving BanksReceiving BanksReceiving BanksReceiving Banks    

This prospectus includes information given in compliance with the Listing Rules of the Capital Market Authority of the Kingdom of Saudi Arabia. The 
directors whose names appear on page (IV), collectively and individually accept full responsibility for the accuracy of the information contained in this 

prospectus and confirm, having made all reasonable enquiries, that to the best of their knowledge and belief, there are no other facts the omission 

of which would make any statement herein misleading. The Authority and the Saudi Stock Exchange (the “Exchange”) do not take any responsibility 

for the contents of this prospectus, do not make any representation as to its accuracy or completeness, and expressly disclaim any liability 
whatsoever for any loss arising from, or incurred in reliance upon, any part of this document. 

    
The date of this prospectus is The date of this prospectus is The date of this prospectus is The date of this prospectus is 6/7/1427H (6/7/1427H (6/7/1427H (6/7/1427H (ccccorresponding to orresponding to orresponding to orresponding to 33331111/7/2006G/7/2006G/7/2006G/7/2006G)))) 

English Transla tion of the Official Arabic ProspectusEnglish Transla tion of the Official Arabic ProspectusEnglish Transla tion of the Official Arabic ProspectusEnglish Transla tion of the Official Arabic Prospectus
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I M P O R T A N T  N O T I C E  
 

This Prospectus provides full deta ils of informThis Prospectus provides full deta ils of informThis Prospectus provides full deta ils of informThis Prospectus provides full deta ils of information re lating to Red Sea and the Offer Shares. In applying  for Offer Sha res, ation re lating to Red Sea and the Offer Shares. In applying  for Offer Sha res, ation re lating to Red Sea and the Offer Shares. In applying  for Offer Sha res, ation re lating to Red Sea and the Offer Shares. In applying  for Offer Sha res, 

investors will be trea ted as applying  on the basis of the information contained in the Prospectus, copies of which a re investors will be trea ted as applying  on the basis of the information contained in the Prospectus, copies of which a re investors will be trea ted as applying  on the basis of the information contained in the Prospectus, copies of which a re investors will be trea ted as applying  on the basis of the information contained in the Prospectus, copies of which a re 

available for collection from the Receiving  Banks (as definavailable for collection from the Receiving  Banks (as definavailable for collection from the Receiving  Banks (as definavailable for collection from the Receiving  Banks (as defined below) or by visiting both the Company’s website ed below) or by visiting both the Company’s website ed below) or by visiting both the Company’s website ed below) or by visiting both the Company’s website 

((((www.redseahousing .comwww.redseahousing .comwww.redseahousing .comwww.redseahousing .com) and the website of the Capita l Market Authority  of Saudi () and the website of the Capita l Market Authority  of Saudi () and the website of the Capita l Market Authority  of Saudi () and the website of the Capita l Market Authority  of Saudi (www.cma .org .sawww.cma .org .sawww.cma .org .sawww.cma .org .sa).).).).    

 

The Company has appointed Swicorp Financial Advisory Services S.A. (“Swicorp”) as its Financial Advisor and Saudi Hollandi 

Bank as the Lead Manager and Lead Underwriter (the “Lead Manager”), The Company has also appointed Saudi Hollandi 

Bank, Banque Saudi Fransi and National Commercial Bank as Underwriters (“Underwriters”) in relation to the Offer Shares 

described herein. 

 

This Prospectus includes details given in compliance with the Listing Rules of the CMA. The directors, whose names appear 

on page (IV) of this Prospectus, collectively and individually accept full responsibility for the accuracy of the information 

contained in this Prospectus and confirm, having made all reasonable enquiries that to the best of their knowledge and belief, 

there are no other facts the omission of which would make any statement herein misleading. The CMA and the Exchange 

take no responsibility for the contents of this document, make no representations as to its accuracy or completeness, and 

expressly disclaim any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this document. 

While the Company has made all reasonable enquiries as to the accuracy of the information contained in this Prospectus as 

at the date hereof, substantial portions of the market and industry information herein are derived from external sources, and 

while neither Swicorp nor any of the Company’s advisors whose names appear on page (V) of this Prospectus (the 

“Advisors”) has any reason to believe that any of the market and industry information is materially inaccurate, such 

information has not been independently verified and no representation is made with respect to the accuracy or completeness 

of any of this information. 

 

The information contained in this Prospectus as at the date hereof is subject to change. In particular, the actual financial state 

of the Company and the value of the Shares may be adversely affected by future developments in inflation, interest rates, 

taxation, or other economic, political and other factors, over which the Company has no control. Neither the delivery of this 

Prospectus nor any oral, written, or printed interaction in relation to the Offer Shares is intended to be, or should be 

construed as or relied upon in any way as, a promise or representation as to future earnings, results or events. 

 

The Prospectus is not to be regarded as a recommendation on the part of the Company, the Selling Shareholder or any of 

their advisors to participate in the Offering. Moreover, information provided in this Prospectus is of a general nature and has 

been prepared without taking into account individual investment objectives, financial situation or particular investment needs. 

Prior to making an investment decision, each recipient of this Prospectus is responsible for obtaining independent professional 

advice in relation to the Offering and for considering the appropriateness of the information herein, that the information is 

with regard to individual objectives, financial situations, and needs. 

 

The Offering is being made to, and is only capable of acceptance by, nationals of Saudi Arabia. The distribution of this 

Prospectus and the sale of the Offer Shares in any other jurisdiction are expressly prohibited. The Company, Selling 

Shareholder, and Lead Manager require recipients of this Prospectus to inform themselves about and to observe all such 

restrictions. 

 

Industry and Market DataIndustry and Market DataIndustry and Market DataIndustry and Market Data    
    
In this Prospectus, information regarding the manufactured housing industry and other data regarding the market segment in 

which the Company operates have been obtained from (i) the Company’s estimates, (ii) data and analysis on the 

manufactured housing industry, which were obtained from various publicly available third party sources and materials, 

including a report issued on April 5 , 2005G by Icon Group International, a global market research firm. Icon Group 

International states on its website (http://www.icongrouponline.com) that the statements in its reports are derived from or 

based upon various information sources and/or econometric models that Icon Group International believes to be reliable, but 

do not guarantee their accuracy, reliability or quality. Such information, sources, and estimates are believed to be reliable, but 

have not been independently verified by the Company or Swicorp and no guarantee can be presented as to their accuracy or 

completeness.  
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Industry and market data is subject to change and cannot always be verified with complete certainty due to limits on the 

availability and reliability of raw data, the voluntary nature of the data gathering process and other limitations and uncertainties 

inherent in any survey of market size.  None of the publications, reports or other published industry sources referred to in 

this prospectus were commissioned by the Company or prepared at its request and the Company has not sought or 

obtained the consent from any of these sources, including Icon Group International, to include such market data in this 

prospectus.  

    
Financial Informat ionFinancial Informat ionFinancial Informat ionFinancial Informat ion     
 

The audited financial statements of Red Sea for the fiscal years ended March 31, 2003G, 2004G, and 2005G as well as the 

interim audited financial statements for the eight months ended November 30, 2005G of the Company’s fiscal year ending 

March 31, 2006G and the notes thereto, which are incorporated elsewhere in this Prospectus, have been prepared in 

conformity with the accounting principles issued by the Saudi Organization for Certified Public Accountants (“SOCPA”). Red 

Sea publishes its financial statements in Saudi Arabian Riyals (“SAR”). 

 

The AJC/PwC report included in this offering document relates to the Company’s historical financial information only. 

 

Transfer of Head Office Transfer of Head Office Transfer of Head Office Transfer of Head Office     
 

The Company transferred its head office from Jeddah to Jubail under Commercial Registration No. 2055006105 dated 

26/10/1424H (corresponding to 20/12/ 2003G). 

 

Forecasts and Forward Look ing StatementsForecasts and Forward Look ing StatementsForecasts and Forward Look ing StatementsForecasts and Forward Look ing Statements    

 

Forecasts set forth in this Prospectus have been prepared on the basis of certain stated assumptions. Future operating 

conditions may differ from the assumptions used and consequently no representation or warranty is made with respect to 

the accuracy or completeness of any of these forecasts. 

 

Certain statements in this Prospectus constitute “forward looking statements”. Such statements can generally be identified by 

their use of forward looking words such as “plans”, “estimates”, “believes”, “expects” , “may”, “will” , “should”, or “are 

expected”, “would be”, “anticipated”, or the negative or other variations of such terms or comparable terminology. These 

forward looking statements reflect the current views of the Company with respect to future events, and are not a guarantee 

of future performance. Many factors could cause the actual results, performance, or achievements of the Company to be 

significantly different from any future results, performance, or achievements that may be expressed or implied by such 

forward looking statements. Some of the risks and factors that could have such an effect are described in more detail in other 

sections of this Prospectus (Please refer to section “Risk Factors”). Should any one or more of the risks or uncertainties 

materialize or any underlying assumptions prove to be inaccurate or incorrect, actual results may vary materially from those 

described in this Prospectus. 

 

Subject to the requirements of the Listing Rules, Red Sea must submit a supplementary prospectus to the CMA if at any time 

after the Prospectus has been approved by the CMA and before admission to the Official List, Red Sea becomes aware that: 

(1) there has been a significant change in material matters contained in the Prospectus or any document required by the 

Listing Rules, or (2) additional significant matters have become known which would have been required to be included in the 

Prospectus. Except in the aforementioned circumstances, Red Sea does not intend to update or otherwise revise any industry 

or market information or forward looking statements in this Prospectus, whether as a result of new information, future 

events, or otherwise. As a result of these and other risks, uncertainties and assumptions, the forward looking events and 

circumstances discussed in this Prospectus might not occur in the way the Company expects, or at all. Prospective investors 

should consider all forward looking statements in light of these explanations and should not place undue reliance on forward 

looking statements. 
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Proposed Proposed Proposed Proposed DirectorsDirectorsDirectorsDirectors    
 

NameNameNameName     TitleTitleTitleTitle     

1. Dr. Majid Abdullah Al Kassabi Chairman 

2. Engr. Hussein Abdullah Mohammed Ali Al Dabbagh Director 

3. Mr. Jamal Abdullah Mohammed Ali Al Dabbagh Director 

4. Mr. Don Brown Sumner Managing Director 

5. Mr. John Hugh Parry Director 

6. Mr. Mohammed Husnee Jazeel Director 

7. Mr. Tareq Abboud Hassan Director 

8. * Director 

9. * Director 

*To be appointed as independent members by the Shareholders in the Conversion General Assembly to take place following the 

Offering 

 

Registered OfficeRegistered OfficeRegistered OfficeRegistered Office    
 

 

Red Sea Housing Services Company (under conversion) 
P.O. Box 1531, Jubail 31952 

Kingdom of Saudi Arabia 
 

 

Board of Directors’ SecBoard of Directors’ SecBoard of Directors’ SecBoard of Directors’ Secretaryretaryretaryretary    
Mr. Tareq Abboud Hassan 

Dabbagh Group Holding Company Limited 
2

nd
 Floor, Badr Center 

Thaliah Street 
P.O. Box 1039 

Jeddah 21431 
Kingdom of Saudi Arabia 

 
 

Share RegistrarShare RegistrarShare RegistrarShare Registrar    
 

 

 
 
 
 

 

Tadawul 

Abraj Atta’awuneya 700 

King Fahd Road 

P.O. Box 60612 

Riyadh 11555 

Kingdom of Saudi Arabia 
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A D V I S O R SA D V I S O R SA D V I S O R SA D V I S O R S     
 

Financial AdvisorFinancial AdvisorFinancial AdvisorFinancial Advisor    

Swicorp Financial Advisory Services S.A 

8, Quai Gustave-Ador 

1211 – Geneva 

Switzerland 

 

 

Legal Advisors to the TransactionLegal Advisors to the TransactionLegal Advisors to the TransactionLegal Advisors to the Transaction    
 

 

 

 

Legal Advisors, Torki A. Al-Shubaiki in association with Baker & McKenzie Limited 

PO Box 4288 

Riyadh 11491 

Kingdom of Saudi Arabia 

 

 

Registered Auditors  Registered Auditors  Registered Auditors  Registered Auditors      
          

 

 

 

 

Al Juraid & Company, member firm of PricewaterhouseCoopers 

Al-Suhaili Business Center 

P.O. Box 16415 

Jeddah 21464 

Kingdom of Saudi Arabia 

 

 

Reporting AccountaReporting AccountaReporting AccountaReporting Accountantsntsntsnts 

 

 

 

 

 

 

 

Sami E. Farah, Abdulhamid M. Bushnaq & Partner; member firm of Ernst & Young International Limited 

P.O. Box: 12187 

Jeddah 21473 

Kingdom of Saudi Arabia 
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Media AdviserMedia AdviserMedia AdviserMedia Adviser    

    
Targets Leo Burnett 

PO Box 295797 

Riyadh 11351 

Kingdom of Saudi Arabia 

    
    
Public Relations ConsultantPublic Relations ConsultantPublic Relations ConsultantPublic Relations Consultant    

 

MS&L 

PO Box 295797 

Riyadh 11351 

Kingdom of Saudi Arabia 

 

 

Lead Manager, Underwriters and Receiving BanksLead Manager, Underwriters and Receiving BanksLead Manager, Underwriters and Receiving BanksLead Manager, Underwriters and Receiving Banks 

    
    
LLLLead Manageread Manageread Manageread Manager and Lead Underwriter and Lead Underwriter and Lead Underwriter and Lead Underwriter    

 

Saudi Hollandi Bank 

Al-Dhabab Street 

P.O. Box 1467 

Riyadh-11431 

Kingdom of Saudi Arabia 
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CoCoCoCo----Underwriters Underwriters Underwriters Underwriters     
 

 

 

 

  

  

 

 

 

    
    
    
    
Receiving Banks Receiving Banks Receiving Banks Receiving Banks     

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Banque Saudi Fransi    
P.O. Box 56006, Riyadh-11554, Kingdom of Saudi Arabia    
 

National Commercial Bank 

P.O. Box 3555, Riyadh-21481, Kingdom of Saudi Arabia    
 

Samba Financial Group 

P.O. Box 833, Riyadh-11421, Kingdom of Saudi Arabia    
 

Banque Saudi Fransi    
P.O. Box 56006, Riyadh-11554, Kingdom of Saudi Arabia    
 

Saudi Hollandi Bank 

Al-Dhabab Street, P.O. Box 1467, Riyadh-11431, Kingdom of Saudi Arabia 

    

National Commercial Bank 

P.O. Box 3555, Riyadh-21481, Kingdom of Saudi Arabia    
 

Riyad Bank 

P.O. Box 22622, Riyadh-11416, Kingdom of Saudi Arabia 

 

  

Al Rajhi Banking and Investment Corp. 

P.O. Box 28, Riyadh-11411, Kingdom of Saudi Arabia    
 

Arab National Bank 

P.O. Box 9806, Riyadh-11423, Kingdom of Saudi Arabia    
 

Bank Albilad 

P.O. Box 140, Riyadh-11411, Kingdom of Saudi Arabia    
 

Bank Aljazira 

P.O. Box 6277, Riyadh-21442, Kingdom of Saudi Arabia    
 

Saudi British Bank 

P.O. Box 9084, Riyadh-11413, Kingdom of Saudi Arabia 

 

The Saudi Investment Bank 

P.O. Box 3533, Riyadh-11481, Kingdom of Saudi Arabia    
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T H E  O F F E R I N G  
 

 

Share CapitalShare CapitalShare CapitalShare Capital     SAR 300,000,000 

Offer PriceOffer PriceOffer PriceOffer Price     SAR 58 

Nomina l Va lueNomina l Va lueNomina l Va lueNomina l Va lue     SAR 10 per share 

Number of issued SharesNumber of issued SharesNumber of issued SharesNumber of issued Shares     30,000,000 fully paid ordinary shares 

Number of Offer SharesNumber of Offer SharesNumber of Offer SharesNumber of Offer Shares     9,000,000 fully paid ordinary shares 

Percentage of Offer SharesPercentage of Offer SharesPercentage of Offer SharesPercentage of Offer Shares     The Offer Shares represent 30% of the Company’s issued 

share capital 

 

Total va lue of Offer SharesTotal va lue of Offer SharesTotal va lue of Offer SharesTotal va lue of Offer Shares     SAR 522,000,000 

Number of Offer SNumber of Offer SNumber of Offer SNumber of Offer Shares hares hares hares 

UnderwrittenUnderwrittenUnderwrittenUnderwritten    

    

 9,000,000 shares 

Amount UnderwrittenAmount UnderwrittenAmount UnderwrittenAmount Underwritten     SAR 522,000,000 

Minimum number of Offer Shares Minimum number of Offer Shares Minimum number of Offer Shares Minimum number of Offer Shares 

to be applied forto be applied forto be applied forto be applied for    

    

 10 shares 

Minimum subscription amountMinimum subscription amountMinimum subscription amountMinimum subscription amount     SAR 580 

Max imum number of Offer Shares Max imum number of Offer Shares Max imum number of Offer Shares Max imum number of Offer Shares 

to be applied forto be applied forto be applied forto be applied for    

    

 25,000 shares 

Max imum subscMax imum subscMax imum subscMax imum subscription amountription amountription amountription amount     SAR 1,450,000 

 

 

PrePrePrePre----OfferingOfferingOfferingOffering         PostPostPostPost----OfferingOfferingOfferingOffering    

SAR SAR SAR SAR 10 10 10 10 par value/sharepar value/sharepar value/sharepar value/share         SAR SAR SAR SAR 10 10 10 10 par value /sharepar value /sharepar value /sharepar value /share     Se lling  ShareholderSe lling  ShareholderSe lling  ShareholderSe lling  Shareholder    

SharesSharesSharesShares    PercentPercentPercentPercent    Capita l (SAR)Capita l (SAR)Capita l (SAR)Capita l (SAR)        SharesSharesSharesShares    PercentPercentPercentPercent    Capita l (SAR)Capita l (SAR)Capita l (SAR)Capita l (SAR)    

Dabbagh Group Holding Company 

Limited* 
24,300,000 81.00% 243,000,000  15,300,000 51.00% 153,000,000 

* Please refer to section “Dabbagh Group (The Selling Shareholder)”. 
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Use of ProceedsUse of ProceedsUse of ProceedsUse of Proceeds     The net proceeds of the Offering will be paid to the Selling 

Shareholder. The Company will not receive any proceeds from the 

Offering. 

Allocation of Offer SharesAllocation of Offer SharesAllocation of Offer SharesAllocation of Offer Shares     Each Subscriber will be allocated a minimum of ten (10) Offer Shares 

with the remaining Offer Shares being allocated on a pro-rata basis. In 

the event that the number of Subscribers exceeds nine hundred 

thousand (900,000), the Company does not guarantee the minimum 

allocation of ten (10) Offer Shares. In that case, the Offer Shares will be 

allocated equally between all Subscribers. If the number of Subscribers 

exceeds the number of Offer Shares, the allocation will be determined 

at the discretion of the CMA. (Please refer to section “Subscription 

Terms and Conditions” – Allocation and Refunds).  

 

Excess of Subscription MoniesExcess of Subscription MoniesExcess of Subscription MoniesExcess of Subscription Monies    

    

    

    

    

Excess of subscription monies, will be refunded to Subscribers without 

any charge or withholding by the Receiving Banks on Monday 

4/8/14727H (Corresponding to 28/8/2006G). (Please refer to section 

“Subscription Terms and Conditions” – Allocation and Refunds).  

Offering  PeriodOffering  PeriodOffering  PeriodOffering  Period    

 

The Offering will commence on Saturday 18/7/1427H (corresponding 

to 12/8/2006G) and will remain open up to and including Monday 

27/7/1427H (Corresponding to 21/8/2006G). 

DividendsDividendsDividendsDividends     The Company’s net income amounted to SAR 97.9 million for the fiscal 

year ended March 31, 2005G of which SAR 48.6 million were paid out 

as dividends to the shareholders of the Company. In the first half of 

2006G, the Company is expected to pay approximately SAR 60 million 

in dividends for the fiscal year ending March 31, 2006G to the Existing 

Shareholders. The Offer Shares will be entitled to receive dividends 

declared by the Company from the date of commencement of the 

Offering Period and for subsequent fiscal years. For a discussion of the 

Company’s dividend policy, please refer to section “Dividends Record 

and Policy”. 

Voting  RightsVoting  RightsVoting  RightsVoting  Rights     The Company has only one class of Shares and no Shareholder has any 

preferential voting rights. Each Share entitles the holder to one vote 

and each Shareholder holding at least 20 Shares has the right to attend 

and vote at the General Assembly Meeting. For a discussion of the 

Company’s voting rights, please refer to section “Voting Rights” . 

Share RestrictionsShare RestrictionsShare RestrictionsShare Restrictions     The Existing Shareholders may not dispose of any Shares during the 

period of 6 months from the date on which trading of the Offer Shares 

commences on the Exchange. After the 6-months share trading 

restriction period has elapsed, the Existing Shareholders may dispose of 

their Shares only after obtaining CMA approval. 

 

Listing  of SharesListing  of SharesListing  of SharesListing  of Shares     Prior to the Offering, there has been no public market for the Shares in 

Saudi Arabia or elsewhere. An application has been made to the CMA 

for the admission of the Shares to the Official List and all relevant 

regulatory approvals required to conduct the Offering have been 

granted. Trading in the Shares is expected to commence on the 

Exchange soon after the final allocation of the Shares and after all 

relevant official procedures have been completed (Please refer to 

section “Key Dates for Investors”). 
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Risk FactorsRisk FactorsRisk FactorsRisk Factors     There are certain risks relating to an investment in this Offering. These 

risks can be categorized into (i) Risks related to the Company’s 

operations, (ii) Risks related to the market, and (iii) Risks related to the 

ordinary shares. These risks are described in the “Risk Factors” section 

of this Prospectus which should be considered carefully prior to making 

an investment decision in the Shares offered hereby. 
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K E Y  D A T E S  F O R  I N V E S T O R S  
 

 
Offering TimetableOffering TimetableOffering TimetableOffering Timetable     Date*Date*Date*Date*    

Offer Period 
18/7/1427H to 27/7/1427H   

(corresponding to 12/8/2006G – 21/8/2006G) 

Last date for submission of application form and subscription monies 27/7/1427H (corresponding to 21/8/2006G) 

Notification of final allotment and refund of subscription funds (in the event of 

over-subscription) 
4/8/14727H  (corresponding to 28/8/2006G) 

Start date of trading of Offer Shares Upon completion of all relevant procedures 
 

*The above timetable of events is indicative. Actual dates will be conveyed through printed press. 

 

 

 

S U B S C R I P T I O N  P R O C E D U R E  
 
The Offering is directed to and may be accepted by individuals having the Saudi Arabia nationality only. Subscription Forms 
will be made available during the Offering Period at the branches of the Lead Manager and Receiving Banks and on the 

website of the Lead Manager. Subscription can be also effected through the internet, phone banking, or automated teller 

machines through the Receiving Banks that offer one or all of those facilities to those Subscribers which have previously 
subscribed to recent offerings, given that (i) the Subscriber holds an account at such Receiving Bank providing such services, 

and (ii) there are no changes to the Subscriber’ information or details since the Subscriber’s subscription in a recent offering. 
 

The Subscription Forms must be completed in accordance with the instructions described in the “Subscription Terms and 
Conditions” section of this Prospectus. Each Subscriber must agree to and complete all relevant sections of the Subscription 

Form. The Company reserves the right to decline any Subscription Form, in part or in whole, in the event any of the 
subscription terms and conditions is not met. Amendments to and withdrawal of the Subscription Form shall not be 

permitted once the Subscription Form has been submitted. Furthermore, the Subscription Form shall, upon submission, 
represent a binding agreement between the Subscriber and the Company (Please refer to section “Subscription Terms and 
Conditions”).  
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S U M M A R Y  O F  T H E  K E Y  I N F O R M A T I O N  
 

This summary of the key information aims to give an overview of the information contained in this Prospectus. As it is a summary, it does not contain all of the 

information that may be important to interested Subscribers. Recip ients of this Prospectus should read the whole Prospectus before making a decision to invest in the 

Company. Cap italized and abbreviated terms have the meanings ascribed to such terms in the “Definitions and Abbreviations” section and elsewhere in this 

Prospectus. 

 

The CompanyThe CompanyThe CompanyThe Company    
 

Red Sea Housing Services Company (the “Company” or “Red Sea”), is a Saudi company operating in the manufactured 

housing market in the Middle East, Africa and Asia. The Company sells and leases a wide range of manufactured buildings for 

commercial and residential applications and offers quick and durable housing solutions to the oil & gas, construction, and 

mining sectors as well as government and multilateral organizations. Red Sea has three manufacturing facilities strategically 

located in Jubail Industial City in the Kingdom of Saudi Arabia, Jebel Ali Free Zone in the United Arab Emirates and Accra in 

the Republic of Ghana (the latter through its wholly-owned subsidiary Red Sea Housing Services (Ghana) Limited) to serve 

the growing demands of its clients worldwide and has successfully completed projects in over 40 countries over the last 20 

years.  

 

Red Sea Housing Services company was formed as a Saudi general partnership with Commercial Registration Number 

4030052466 dated 03/05/1406H (corresponding to 13/01/1986G). The Company was converted on 07/11/1411H 

(corresponding to 21/05/1991G) into a Saudi limited liability company with Commercial Registration Number 2055006105 

dated 26/10/1424H (corresponding to 20/12/2003G), as amended. The Company has two subsidiaries, the first of which – 

Rea Sea Housing Services (Ghana) Limited – is a wholly owned Ghanaian limited liability company registered under 

commercial registration number CA-14,061 issued in Victoriaburg, Accra on 20/10/2004G. The second company – SARL Red 

Sea Housing Services Algeria Ltd – is a 99% owned Algerian limited liability company registered under commercial 

registration number 189878 issued in Algiers on 08/03/2006G. 

 

The Minister of Commerce and Industry has, pursuant to resolution No. 1801 dated 5/7/1427H (Corresponding to 

30/7/2006G), authorised the conversion of the Company into a joint stock company with a share capital of SAR 300 million 

comprising thirty (30) million shares with a nominal value of SAR 10 each. Following completion of the Offering (as defined 

below) and the conclusion of the Conversion General Assembly, an application will be submitted to the Minister of 

Commerce and Industry requesting him to announce the conversion of the Company into a joint stock company. The 

Company will be considered dully converted into a joint stock company from the date of issuance of the Ministerial 

Resolution declaring its conversion. 
 

Ownership Structure of Red SeaOwnership Structure of Red SeaOwnership Structure of Red SeaOwnership Structure of Red Sea     

PrePrePrePre----OfferingOfferingOfferingOffering        PostPostPostPost----OfferingOfferingOfferingOffering     
    

SharesSharesSharesShares    PercentPercentPercentPercent    Capital (SAR)Capital (SAR)Capital (SAR)Capital (SAR)****        SharesSharesSharesShares    PercentPercentPercentPercent    Capital (SAR)Capital (SAR)Capital (SAR)Capital (SAR)****    

Dabbagh Group Holding 

Company Limited 24,300,000 81.00% 243,000,000  15,300,000 51.00% 153,000,000 

Tanmiah Commercial Group 1,200,000 4.00% 12,000,000  1,200,000 4.00% 12,000,000 

Supreme Foods Company 

Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

National Scientific Company 

Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Marketing and Commercial 

Agencies Company Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Offering Subscribers 0 0.00% 0  9,000,000 30.00% 90,000,000 

TotalTotalTotalTotal    30303030 ,000,000,000,000,000,000,000,000    100.00%100.00%100.00%100.00%    300,000,000300,000,000300,000,000300,000,000        30303030,000,000,000,000,000,000,000,000    100.00100.00100.00100.00%%%%    300,000,000300,000,000300,000,000300,000,000    
*SAR 10 par value/share 

Source : Red Sea 
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Red Sea has been growing and profitable in the past with net income averaging 17% of revenues during the past three fiscal 

years ended March 31, 2003G, 2004G, and 2005G. Return on assets and return on equity over this period averaged 27% and 

51% respectively. The revenues of the Company grew from SAR 177.1 million for the fiscal year ended March 31, 2003G to 

SAR 394.8 million for the fiscal year ended March 31, 2004G and SAR 421.6 million for the fiscal year ended March 31, 

2005G. This translated into growth in revenues of 123% and 7% during the fiscal years ended March 31, 2004G and 2005G 

respectively. Net income of the Company grew from SAR 22.7 million for the fiscal year ended March 31, 2003G to SAR 

63.0 million for the fiscal year ended March 31, 2004G and SAR 97.9 million for the fiscal year ended March 31, 2005G. This 

translated into growth in net income of 178% and 55% during the fiscal years ended March 31, 2004G and 2005G 

respectively (Please refer to section “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations”). 

 

With three manufacturing facilities strategically located in Saudi Arabia, the United Arab Emirates, and the Republic of Ghana, 

(the latter through its wholly-owned subsidiary Red Sea Housing Services (Ghana) Limited), Red Sea is certified to the ISO 

9001:2000 standard for its quality management system in two of its production facilities with the newly established 

manufacturing facility in Republic of Ghana currently in the process of obtaining an ISO 9001:2000 certification. The Company 

has a current production capacity of 335,000 m
2
 per year and serves its clients with products built under high standards to 

ensure their uniformity and quality. (Please refer to section “Manufacturing Facilities and Operations”). 

 

Red Sea takes pride in its reputation for expertise, craftsmanship, and durability evidenced by the fact that it is one of the 

manufactured housing companies in the Kingdom which is certified by Saudi Aramco. Building on its vast experience in design, 

planning, and production of manufactured housing, the Company continuously strives to deliver high quality products and 

loyal service. 

 

Enjoying considerable operating flexibility, Red Sea strives to meet its customers’ specific needs ranging from a small 

guardhouse up to a spacious hotel. Red Sea offers a broad range of housing products with a proven track record of expertise 

in providing turnkey package solutions, i.e. completely furnished buildings, utilities, and infrastructure work. 

 

Red Sea has a large and diverse customer base with sales offices strategically located at Jubail in Saudi Arabia, Dubai in the 

United Arab Emirates, and Accra in the Republic of Ghana as well as sales representative and agents and site offices to meet 

the specific needs of its customers. 

 

Red Sea currently employs 968 full time personnel. Its Management is highly qualified and possesses a diverse and relevant 

experience in both the Middle Eastern and international markets. 

 

 

Vis ion StatementVis ion StatementVis ion StatementVis ion Statement    
 

“To be the supplier of choice for all major multinational oil & gas, and mining companies operating in our market area”. 

 

    
Mission StatementMission StatementMission StatementMission Statement    
 

“To be totally committed in providing our customers with quality products that shall be delivered defect-free and on time”. 

 

 

Competit ive AdvantagesCompetit ive AdvantagesCompetit ive AdvantagesCompetit ive Advantages    
 

Company ’s Company ’s Company ’s Company ’s position in la rge and g rowing markets:position in la rge and g rowing markets:position in la rge and g rowing markets:position in la rge and g rowing markets: Red Sea’s management believes that the Company benefits from its 

position in the important manufactured housing markets of the Middle East, Africa, and Asia. The Company’s main focus is on 

the oil & gas, construction, and mining sectors as well as government and multilateral organizations. The importance of these 

market segments is evidenced by the key characteristics of these regions including the abundance of natural resources, 

ongoing industrial development, geo-political conditions, and the housing needs of the growing populations across these 

regions. 
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Comprehensive product range:Comprehensive product range:Comprehensive product range:Comprehensive product range: Red Sea has developed a comprehensive range of products over the years to meet the 

specific needs of its customers. Red Sea is recognized to meet a wide range of housing requirements, with either temporary 

or permanent structures, including accommodation units, offices, power generation plants, water treatment plants, 

kitchen/dining units, recreation units, laundry areas, labor quarters, drill/rig camps, dormitories, guard houses, hospitals/clinics, 

hotels, relief housing facilities, and schools. With products ranging from the single-section, moveable camp shelters to multi-

section, luxury villas, Red Sea strives to meet the growing manufactured housing demands of its diverse customer base using 

high quality products tailored to the specific needs of each customer. Additionally, the Company offers a range of value added 

services to its customers including lease, buy back, rental, camp management, and civil works, which not only bring additional 

revenues to the Company but also help increase the sales of its core products through bundling and enhanced customer 

satisfaction. 

 

 

Large, diverse , and loyal cLarge, diverse , and loyal cLarge, diverse , and loyal cLarge, diverse , and loyal c ustomer base:ustomer base:ustomer base:ustomer base: Red Sea’s robust performance over the past several years is underpinned by a large 

and diverse customer base, evidenced by the successful completion of hundreds of projects in over 40 countries over the 

past 20 years. Red Sea’s array of customers stems from both public and private sectors, including oil & gas, construction, and 

mining companies as well as government and multilateral organizations. These different customer demographics and their 

differing housing needs enable Red Sea to avoid over-dependence on any single geographic or market segment.  

 

 

Reputation for quality of products, superior customer service , and turnkey so lutions:Reputation for quality of products, superior customer service , and turnkey so lutions:Reputation for quality of products, superior customer service , and turnkey so lutions:Reputation for quality of products, superior customer service , and turnkey so lutions: Red Sea’s management believes that the 

Company is perceived by its customers as being among the best providers of manufactured housing products and services in 

the markets it serves with high ethical values in its customer dealings. In addition, the Company’s turnkey solutions that 

include the design, the delivery, the provision of civil and foundation works, and the assembly sets Red Sea distinctly apart 

from the competition. Red Sea also prides itself in working with its customers and showing a high degree of flexibility to 

optimize and tailor its products and services to match the specifications and economics desired by its customers.  

 

 

Ability  and willingness to deliver quick ly  under challenging  c ircumstances:Ability  and willingness to deliver quick ly  under challenging  c ircumstances:Ability  and willingness to deliver quick ly  under challenging  c ircumstances:Ability  and willingness to deliver quick ly  under challenging  c ircumstances: Red Sea believes it has positioned itself to be the 

most responsive provider of manufactured housing products within its market area as a result of the Company’s strategy to 

effectively manage inventories in order to meet the sudden demand surges, the high flexibility of its workforce, and the use of 

the most appropriate delivery services.  

 

 

Stra tegica lly  located manufacturing facilities:Stra tegica lly  located manufacturing facilities:Stra tegica lly  located manufacturing facilities:Stra tegica lly  located manufacturing facilities: Red Sea’s existing manufacturing facilities are strategically located in the Middle 

East and Africa in Jubail, Saudi Arabia, Jebel Ali Free Zone, UAE, and Accra, Republic of Ghana (the latter through its wholly-

owned subsidiary Red Sea Housing Services (Ghana) Limited). Current production capacity in excess of 335,000 m
2
 per year 

allows Red Sea to serve its clients promptly and efficiently, delivering high quality products and solutions on tight schedules 

(Please refer to section “Manufacturing Facilities and Operations”). 

 

 

Talented management team and workforce with a diverse and re levant experience:Talented management team and workforce with a diverse and re levant experience:Talented management team and workforce with a diverse and re levant experience:Talented management team and workforce with a diverse and re levant experience: Red Sea is managed by a highly 

experienced team of professionals, many of whom have more than 20 years of industry experience, mostly acquired within 

Red Sea. The Executive Management team possesses extensive experience in both regional and international manufactured 

housing markets with expertise in production and installation and other relevant disciplines such as procurement, supply chain 

management, marketing, distribution, logistics, and finance. Having served more than 130 major customers over the last 20 

years across the Middle East, Africa, and Asia, the Red Sea management possesses a unique experience and insight into the 

core markets of the Company. A large proportion of the Red Sea employees have technical skills in multiple areas of 

manufacturing and installation operations which helps to avoid operational disruptions that might occur due to any on site 

emergency situation (Please refer to section “Executive Management”). 

 

 

Well reputed selling  shareholder:Well reputed selling  shareholder:Well reputed selling  shareholder:Well reputed selling  shareholder: Red Sea’s Selling Shareholder, Dabbagh Group is one of the Middle East’s leading business 

corporations comprising more than 28 autonomous companies with major interests in real estate development, food and 

agriculture, energy, technology, media & telecommunications, trade and financial services sectors, currently operating in 

various countries around the world. 
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F I N A N C I A L  H I G H L I G H T S  
 

The selected financial information presented below should be read in conjunction with the audi ted financial statements for the fiscal years ended March 31, 2003G, 
2004G, and 2005G and the eight months ended November 30, 2005G as well as unaudited interim financial statements for the eight months ended November 30, 

2004G including, in each case, the notes thereto, included elsewhere in this Prospectus. 

 

Financia l High lights (SAR 000s)Financia l High lights (SAR 000s)Financia l High lights (SAR 000s)Financia l High lights (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
E ight Months Ended E ight Months Ended E ight Months Ended E ight Months Ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Income Statement SummaryIncome Statement SummaryIncome Statement SummaryIncome Statement Summary         

Revenues 177,126 394,763 421,624 307,681 273,184 

Cost of Revenues (126,326) (287,486) (278,571) (200,724) (163,080) 

Gross ProfitGross ProfitGross ProfitGross Profit    50,80050,80050,80050,800    107,277107,277107,277107,277    143,053143,053143,053143,053    106,957106,957106,957106,957    110,104110,104110,104110,104    

Selling and Marketing (13,988) (15,969) (27,832) (20,998) (16,774) 

General and Administrative (15,487) (29,879) (18,282) (13,350) (14,225) 

Reversal of excess accruals - - - - 14’700 

Operating  IncomeOperating  IncomeOperating  IncomeOperating  Income    21,32521,32521,32521,325    61,42961,42961,42961,429    96,93996,93996,93996,939    72,60972,60972,60972,609    93,80593,80593,80593,805    

Financial Income (Charges) - Net (44) (154) 1,180 332 835 

Other Income 2,064 3,736 2,325 1,650 2,991 

Income Before Zakat 23,345 65,011 100,444 74,591 97,631 

Zakat (612) (1,981) (2,511) (1,854) (4,571) 

Net IncomeNet IncomeNet IncomeNet Income     22,73322,73322,73322,733    63,03063,03063,03063,030    97,93397,93397,93397,933    72,73772,73772,73772,737    93,06093,06093,06093,060    
      

Balance Sheet SummaryBalance Sheet SummaryBalance Sheet SummaryBalance Sheet Summary         

Current Assets 81,973 186,283 220,326 219,926 (**)390,414 

Non-Current Assets 56,319 48,336 45,955 41,167 67,062 

Total AssetsTotal AssetsTotal AssetsTotal Assets    138,292138,292138,292138,292    234,619234,619234,619234,619    266,281266,281266,281266,281    261,093261,093261,093261,093    (**)454545457,4767,4767,4767,476    

Current Liabilities 59,720 124,651 106,150 77,844 94,287 

Non-Current Liabilities 4 ,873 4,863 5,732 5,407 6,230 

Total Liabilitie sTotal Liabilitie sTotal Liabilitie sTotal Liabilitie s    64,59364,59364,59364,593    129,514129,514129,514129,514    111,882111,882111,882111,882    83,25183,25183,25183,251    100,517100,517100,517100,517    

Share Capital 3 ,000 3,000 3,000 3,000 (**)300,000 

Statutory Reserves 1,500 1,500 1,500 1,500 1,500 

Retained Earnings 69,199 100,605 149,899 173,342 55,459 

Total Shareholders’ EquityTotal Shareholders’ EquityTotal Shareholders’ EquityTotal Shareholders’ Equity    73,69973,69973,69973,699    105,105105,105105,105105,105    154,399154,399154,399154,399    177,842177,842177,842177,842    353535356,9596,9596,9596,959    

Total Liabilitie s and Shareholders’ EquityTotal Liabilitie s and Shareholders’ EquityTotal Liabilitie s and Shareholders’ EquityTotal Liabilitie s and Shareholders’ Equity    138,2138,2138,2138,292929292    234,619234,619234,619234,619    266,281266,281266,281266,281    261,093261,093261,093261,093    454545457,4767,4767,4767,476    
      

Key RatiosKey RatiosKey RatiosKey Ratios         

Sales Growth 24.2% 122.9% 6.8% (***) 16.9% (***) (2.8%) 

Total Assets Growth 16.7% 69.8% 13.5% 11.3% 15.5% 

Gross Profit Margin 28.7% 27.2% 33.9% 34.8% 40.3% 

Net Income Margin 12.8% 16.0% 23.2% 23.6% 34.1% 

Current Ratio 1.4 1.5 2.1 (***) 2.8 (***) 2.5 

Total Assets Turnover 1.3 1.7 1.6 (***) 1.8 (***) 1.3 

Return on Assets 16.4% 26.9% 36.8% (***) 42% (***) 45% 

Return on Equity 30.8% 60.0% 63.4% (***) 61% (***) 67% 

Earnings per Share (SAR)**** 0.8 2.1 3.3 2.4 3.1 

*Unaudited financials; ** Pursuant to the Partners Resolution signed by the Existing Shareholders and notarized before the Notary Public of the Chamber of 

Commerce and Industry in the Eastern Province on 29/6/1427H (Corresponding to 25/7/2006G), the Capital of the company was increased from SAR 3 

million (consisting of 3 ,000 Shares at a nominal value of SAR 1 ,000 each) to SAR 300 million (consisting of 30,000,000 Shares at a nominal value of SAR 10 

each) through a t ransfer of SAR 147 million from retained earnings as of November 30 , 2005G and the injection of SAR 150 million in new capital by the 

Dabbagh Group, on December 4, 2005G.(Please refer to section “Capitalization”).*** Percentages are computed by annualising the 8-months figures (8-

months figures*12/8), Ratios for the eight months ended November 30 2005G  are computed without taking into account the SAR 150 million injection in 

new capital. **** Earnings per share for the years ended March 31, 2005G, 2004G and 2003G and for the months ended November 30  2004G and 2005G 
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have been computed by divid ing the net income for each of those years/period by thirty million shares to give a retroactive effect of the prospective increase 

in share capital mentioned in “Capitalization” section. Source: Red Sea. Figures are rounded. 
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1  D E F I N I T I O N S  A N D  A B B R E V I A T I O N S  
 

 

ItemsItemsItemsItems    DefinitionsDefinitionsDefinitionsDefinitions    
AED United Arab Emirates Dirham 

Authority The Capital Market Authority of the Kingdom of Saudi Arabia, including, where applicable, any 
committee, employee or agent delegated with any function of the Authority 

AutoCAD A popular computer aided drafting program 

Board or Board of Directors Board of Directors of the Company 

CBM Cubic Meter 

CFO Chief Financial Officer 

CIS Commonwealth of Independent States 

CMA The Capital Market Authority of the Kingdom of Saudi Arabia   

Companies Regulations The Companies Regulations, issued under the Royal Decree Number (M/6), dated 
22/3/1385H, as amended 

Dabbagh Group Dabbagh Group Holding Company Limited, a limited liability company with Commercial 
Registration Number 4030088071 issued in Jeddah on 07/01/1413H 

Directors Proposed Members of Board of Directors of Red Sea 

Engr. Engineer 

Exchange The Saudi Stock Exchange 

Financial Advisor Swicorp Financial Advisory Services S.A. 

Existing Shareholders Dabbagh Group Holding Company Limited, Tanmiah Commercial Group, Supreme Foods 

Company Limited, National Scientific Company Limited, Marketing and Commercial Agencies 
Company Limited 

G Notation for Gregorian Year 

GCC Gulf Cooperation Council 

GDP Gross Domestic Product 

GM General Manager 

Government The Government of the Kingdom of Saudi Arabia 

H Notation for Hijrah Year 

ISO International Organization for Standardization 

IT Information Technology 

JAFZA Jebel Ali Free Zone Authority 

KGS Kilograms 

Kingdom The Kingdom of Saudi Arabia 

L/C Letter of Credit 

Listing Rules The Listing Rules issued by the CMA pursuant to Article 6 of the Capital Market Law 

promulgated under Royal Decree No. (M/30) dated 02/06/1424H (corresponding to 
31/07/2003G) 

Lead Manager Saudi Hollandi Bank  

m Meters 
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m
2
 Meters Squared 

Management Management of Red Sea 

MBA Master of Business Administration 

MD&A Management’s Discussion and Analysis of Financial Condition and Results of Operations of the 
Company 

MoCI Ministry of Commerce and Industry 

NGOs Non-governmental Organizations 

Offering or IPO The initial public offering of 9,000,000 ordinary Shares of Red Sea, representing 30% of its 
issued share capital 

Offering Period The period of time during which applications can be made for subscription to the Offer Shares 

Offer Price SAR 58 per Offer Share 

Offer Shares Up to 9,000,000 ordinary shares of the Company  

Official Gazette Um AlQura, the Official Gazette of the Government of Saudi Arabia 

Official List The list of securities maintained by the Capital Market Authority in accordance with the Listing 

Rules 

Person A natural person 

Prospectus This prospectus prepared by the Company in connection with the Offering 

PVC Poly-Vinyl Chloride 

Receiving Banks 
Saudi Hollandi Bank, Banque Saudi Fransi,,,,    National Commercial Bank,    Al Rajhi Banking and 

Investment Corp., Bank Albilad, Bank Aljazira, Riyad Bank, Saudi British Bank, Samba Financial 

Group, The Saudi Investment Bank. 

Red Sea or Company Red Sea Housing Services Company Limited and upon its conversion into a joint stock 

company, Red Sea Housing Services Company 

SAR Saudi Arabian Riyal 

SASO Saudi Arabian Standards Organization 

Saudi Arabia The Kingdom of Saudi Arabia 

Saudi GAAP Generally accepted accounting principles in Saudi Arabia 

Saudization Labour market regulations in the Kingdom of Saudi Arabia making it mandatory for companies 

operating in Saudi Arabia to employ a certain proportion of Saudi nationals 

Selling Shareholder Dabbagh Group  

Shareholders Holders of the Shares at any particular time 

Shares Fully paid ordinary shares of the Company with a nominal value of SAR 10 per Share 

SIBOR Saudi Inter Bank Offer Rate 

SOCPA Saudi Organisation for Certified Public Accountants 

Subscriber Each person subscribing for the Offer Shares 

Swicorp Swicorp Financial Advisory Services S.A, the financial advisor for the Offering 

Tadawul Automated system for trading of Saudi shares 

UAE United Arab Emirates 

UK United Kingdom 

Underwriters Saudi Hollandi Bank, Banque Saudi Fransi, National Commercial Bank    
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Lead Underwriter Saudi Hollandi 

US, USA United States of America 

US$ / USD United States Dollar 

WTO World Trade Organization 
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2  R I S K  F A C T O R S  
 

 

In addition to the other information contained in this Prospectus, prospective Subscribers should consider carefully the risk factors set 

forth below before making a decision to invest in the Offered Shares.  The risks described below are not the only ones that the 
Company may face. Additional risks not currently known to the Company or ones currently deemed immaterial may also impair their 

business operations. The Company's business and financial condition or results of operations could be materially adverse ly affected 
by any of these risks. The trading price of the Offered Shares could decline due to any of these or other risks, and Subscribers may 
lose part of or all of their investment. 

 

 

2 . 1  R I S K S  R E L A T E D  T O  T H E  C O M P A N Y ’ S  O P E R A T I O N S  

 

 

2 . 1 . 1  U N E X P E C T E D  B U S I N E S S  I N T E R R U P T I O N  

 

Red Sea’s business is dependent on the ongoing, efficient operations of its manufacturing facilities in Jubail, Saudi Arabia, Jebel 

Ali Free Zone, UAE and Accra, Republic of Ghana (the latter through its wholly-owned subsidiary Red Sea Housing Services 

(Ghana) Limited), as well the systems and infrastructure that Red Sea has in place. Inherent risks include natural disasters, 

failure of critical machinery, accidents to key personnel, power, water supply, and computer equipment. 

 

Material interruptions in production capabilities will inevitably increase production costs and reduce revenues and profitability 

of the Company. Furthermore, any interruptions in the Company’s manufacturing capabilities may require the Company to 

make large capital expenditures to remedy the situation, which could have a negative effect on the Company’s profitability 

and cash flows.  

 

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 including fire protection, back-up machines, and contingency plans among 

others, 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 the Company’s business. 

 

 

2 . 1 . 2  R E G U L A T O R Y  E N V I R O N M E N T  

 

Red Sea’s business is subject to regulations in Saudi Arabia and in certain foreign jurisdictions in which the Company operates 

or into which its products may be sold. The regulatory environment in which the Company operates may be subject to 

change. Regulatory changes caused by political, economic, technical and/or environmental factors could significantly impact the 

Company’s operations by restricting the development of the Company or its customers, restricting sales and distribution of 

the Company’s products or increasing the opportunity for additional competition. The Company may deem it necessary or 

advisable to modify its products or operations in order to operate in compliance with such regulations, which may have a 

negative impact on the Company’s profitability and cash flow. 

 

To the best of the Management’s knowledge, there are no indications as of the date of this Prospectus of any changes in the 

regulatory environment that may have an adverse material effect on the Company’s operations and future prospects. 

 

 

2 . 1 . 3  R E L I A N C E  O N  K E Y  C U S T O M E R S  

 

Over the years, Red Sea has developed strategic relationships with a number of its key customers which have commissioned 

the Company’s products and services on a repetitive basis and contributed significantly to the Company’s operations. 

However, the Company cannot guarantee that the customers will keep on relying on Red Sea for their manufactured housing 

needs. Any incident(s) or factor(s), which may or may not be in the Company’s control, may result in the loss of one or more 
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of such customers and there can be no guarantee that such a loss will not materially affect the results of operations and 

financial condition of the Company. 

 

 

2 . 1 . 4  R E L I A N C E  O N  K E Y  S U P P L I E R S  

 

Red Sea relies on a number of suppliers, both domestic and international, which supply different raw materials used in the 

production of the Company’s products. The Company cannot guarantee that existing supplier relationships will continue on 

their existing basis. Any incident(s) or factor(s), which may or may not be in the Company’s control, may result in the loss of 

one or more of Company’s suppliers and there can be no guarantee that such a loss will not materially affect the results of 

operations and financial condition of the Company. 

 

 

2 . 1 . 5  G R O W T H  P R O S P E C T S  

 

While Red Sea has achieved healthy growth over the past with revenues growth averaging 44% during the three fiscal years 

ending March 31, 2003G, 2004G, and 2005G, there is no guarantee that a similar rate of growth can be sustained. In 

particular difficulties may arise in hiring and training sufficient number of qualified personnel to keep pace with the growth in 

the demand for the Company’s products. In addition, the Company may experience difficulties in upgrading, expanding, and 

developing its manufacturing facilities fast enough to absorb the demand for its products. In the event Red Sea is unable to 

manage rapid growth successfully, its business could be adversely affected. 

 

 

2 . 1 . 6  F U T U R E  A V A I L A B I L I T Y  O F  A D D I T I O N A L  C A P I T A L   

 

Whilst Red Sea has sufficient capital to meet its envisaged needs, the Company may require additional capital in the future, 

which may not be available or only be available at unfavorable terms. In order for the Company to grow, it will require to 

expand its base of operations to remain competitive. Red Sea may also require additional capital which will be dependent on 

its future financial condition, results of operations, and cash flows. There can be no assurance that the Company will be able 

to obtain additional capital in a timely manner or on acceptable terms. 

 

 

2 . 1 . 7  E X C H A N G E  R A T E  

 

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. As the Company currently does not employ any foreign exchange risk management practices, 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. Even if the Company employs foreign 

exchange risk management tools in the future, it might still affect the Company’s profitability due to the added cost of 

employing such tools. 

 

 

2 . 1 . 8  R A W  M A T E R I A L  P R I C E  

Most of the products utilized for production by Red Sea are Lumber, Wood, Paint, Steel and PVC. The prices of these 

products are a function of the global changes in the supply and demand forces. Accordingly, any material changes in raw 

material prices could adversely impact the company’s results, operations and financial position.  
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2 . 1 . 9  F A I R  V A L U E  

 

Fair value represents the amount of cash for which an asset could be exchanged, or a liability settled, between knowledgeable 

willing parties in an arm’s length transaction. Red Sea’s financial statements are prepared using historical cost and differences 

may arise between the book values and fair value estimates. 

 

In the case of cash and cash equivalents, accounts receivables and other receivables, and accounts payables and other 

payables, fair value is deemed to approximate the book value due to their short-term nature. In the case of borrowings, fair 

value is based on discounted cash flows. 

 

In line with the International Accounting Standards, no value is estimated for the Red Sea brand in the Company’s financial 

statements. With this exception, Management and Directors believe that the fair values of Red Sea’s financial assets and 

liabilities are not materially different from their book values as stated in the financial statements. 

 

 

2 . 1 . 1 0  C R E D I T  

 

Credit risk represents the risk that one party to a transaction may fail to meet an obligation and will cause another party to 

incur a financial loss. The principal financial instruments that expose Red Sea to credit risk are accounts receivables. Red Sea’s 

accounts receivables are predominantly with its long term customers. 

 

Red Sea does not consider itself exposed to a concentration of credit risk with respect to receivables due to a large customer 

base, the reputation of its clients and the nature of existing relationships with its clients. Cash and cash equivalents are placed 

with national and international banks with sound credit ratings. 

 

 

2 . 1 . 1 1  C O M M I S S I O N  R A T E  

 

Commission rate risk arises due to the exposure to various risks associated with the effects of fluctuations in the prevailing 

commission rates on Red Sea’s financial position and cash flows. Red Sea does not have significant commission bearing assets. 

Due to banks, which at March 31, 2005G amounted to SAR 5 million are commission bearing liabilities. Due to the 

insignificance of commission bearing liabilities, Red Sea currently does not employ any hedging instruments against the 

commission rate risk. 

 

 

2 . 1 . 1 2  L I Q U I D I T Y  

 

Liquidity risk arises due to an enterprise encountering difficulties in raising funds to meet commitments associated with 

financial instruments. Liquidity risk may result from the inability to sell a financial asset quickly at an amount close to its fair 

value. 

 

Liquidity risk is managed by ensuring that sufficient funds are available to meet future commitments. Red Sea has adequate 

funding available to meet anticipated future commitments. 

 

 

2 . 1 . 1 3  E M P L O Y E E  M I S C O N D U C T  

 

Despite established internal guidelines, controls and procedures regarding employee conduct, the Company cannot guarantee 

that employee misconduct will not happen in future. Employee misconduct could result in violation of law by the Company, 

regulatory sanctions, financial liability and/or serious damage of reputation to Red Sea. Such misconduct may include: 

 

� Improper use or disclosure of confidential information 
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� Concealment of unauthorized or unsuccessful activities 

� Recommendation for products and/or services that are not suitable 

� Engagement in misrepresentation or fraudulent, deceptive or otherwise improper activities while 

marketing or selling the Company’s products and/or services to customers; or 

� Disregard for applicable laws or internal controls and procedures 

 

There can be no guarantees that the Company will always be able to deter employee misconduct, as the safety measures 

taken to prevent and detect these activities may not be successful in all cases. Red Sea, therefore, cannot guarantee that 

employee misconduct will not materially and adversely affect the financial condition and results of operations of the 

Company. 

 

 

2 . 1 . 1 4  R E L I A N C E  O N  K E Y  M A N A G E M E N T  P E R S O N N E L  

 

The Company's business and prospects depend to a significant degree upon the continuing contributions of certain key 

Executive Management members, including Don B. Sumner, Mark M. Sumner, Donnie B. Sumner, Dan M. Meikleham, Glenn 

Warren, John N. Moon, Partick Cain, Craig Conklin, and Jerry McLaine. There can be no assurance that the Company will be 

able to retain the services of its existing key management personnel or attract and retain additional qualified personnel as and 

when needed. In addition, employee compensation levels may need to be increased in order to retain existing officers and 

attract additional key personnel. 

 

The Company is aware of the importance of its management and has a number of measures in place to retain and attract key 

management employees, but the success of these measures in retaining existing key management employees or attracting 

new ones cannot be guaranteed. The loss of any of Red Sea’s key management employees could have a material adverse 

effect on the Company’s ability to implement its business plan and business, results of operations and financial condition.  

 

 

2 . 1 . 1 5  A C C O U N T S  R E C E I V A B L E  

 

The Company had trade accounts receivable – net of SAR 66.0 million as of March 31, 2005G. Of this total amount, two key 

customers accounted for SAR 31.9 million whereas the remaining amount was due from a large number of customers. As of 

March 31, 2005G, all trade accounts receivable over one year old were fully provided for. Although, the Company has not 

incurred any major problems in collecting its trade accounts receivable, there can be no guarantee that this will continue to 

be the case and the inability of the Company to recover a major portion of its trade accounts receivable for any reasons 

including any of the clients going bankrupt might adversely affect the Company’s financial condition and results of operations. 

The Company’s trade account receivable - net as of November 30, 2005G amounted to SAR 97.5 million. (Please refer to 

section “Current Liabilities”). 

 

 

2 . 1 . 1 6  P R O T E C T I O N  O F  I N T E L L E C T U A L  P R O P E R T Y  

 

Red Sea has received the approval of the competent authorities for the registration of the trademark “Red Sea Housing 

Services” (including its logo) in Saudi Arabia under Class 37 of the international trademark classification system. Red Sea does 

not, however, have any trademark (including its logo), or other intellectual property registered in its name in any of the other 

jurisdictions in which the Company operates. The Company has recently engaged a leading intellectual property firm which 

has already begun the process of taking the necessary steps to protect its trademarks through their registration in the 

principal markets outside Saudi Arabia in which the Company operates. 

 

The Company’s competitive position depends, in part, upon its ability to use its name and logo on its products in the 

jurisdictions where the products are marketed and sold. The inability to prevent infringement in jurisdictions where the 

Company operates may adversely affect the brand and may make it more expensive to do business thus adversely affecting 

the Company’s operating results. The Company’s business could be further affected if it were to have to compete with similar 
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trademarks within the major markets in which it operates and if it were to cease to have the right to utilize trademarks to 

which it does not have complete ownership rights. 

 

2 . 1 . 1 7  T E C H N O L O G I C A L  C H A N G E S  

 

The primary technological risks associated with the manufactured housing industry are the innovation in the manufacturing 

technology and processes as well as the materials. Though the Company’s manufacturing facilities enable it to keep pace with 

the market, there is no guarantee that this will continue to be the case and any radical developments in these areas might 

impact the competitive position, results of operations and financial condition of the Company. 

 

 

2 . 2  R I S K S  R E L A T E D  T O  T H E  M A R K E T  

 

 

2 . 2 . 1  C O M P E T I T I V E  L A N D S C A P E  

 

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. 

 

 

2 . 2 . 2  W T O  C O N S I D E R A T I O N S  

 

The Middle East in general and Saudi Arabia in particular, comprises one of the most important markets for the Company. As 

part of a drive by a number of regional economies for accession into the WTO, there are demands for a higher degree of 

domestic economic liberalization and removal of certain mechanisms in place to protect the local producers. As a result of 

such compliance with the future WTO obligations, the competitive conditions faced by the Company may change significantly 

and affect its sales and profitability. 

 

 

2 . 2 . 3  M A R K E T  A N D  E C O N O M I C  C O N D I T I O N S  

 

Although the economies of the Middle East and North Africa region continue to pursue a policy of diversification to enhance 

the contribution of non-oil sectors to their GDPs, oil related revenues are expected to continue to play a dominant role in 

the economic planning and development of these economies.   

 

The market wide economic downturn also imposes serious risks for the industries like manufactured housing due to their 

relatively large fixed assets base. In case, large investments are made in new facilities, equipment, and machinery to cope with 

the rising demand, and suddenly the market conditions turn unfavorable, cash flows can be seriously impacted. As such 

conditions are not possible to predict with any certainty, there can be no guarantee that this will not happen and in the event 

such a situation materializes, it may have material effect on the Company’s results of operations and financial condition. 

 

 

2 . 2 . 4  G O V E R N A N C E  A N D  S E C U R I T Y  C H A L L E N G E S  

 

Governance and security challenges are common in a number of countries especially across Africa. Such challenges can result 

in a range of problems for the businesses operating across these markets including the business of Red Sea, security of the 

Company personnel, delivery of products, production, recovery of receivables, and fair award of contracts. The Company 

cannot guarantee that such challenges will not materially affect its results of operations and financial condition. 
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2 . 3  R I S K S  R E L A T E D  T O  T H E  O R D I N A R Y  S H A R E S  

 

 

2 . 3 . 1  P R I N C I P A L  S H A R E H O L D E R S  

 

The value of the Shares could be adversely affected if the Selling Shareholder, in whom Mr. Abdullah Mohammed Ali Al-

Dabbagh has a 98% stake, were to dispose of its shareholding in the Company following the share-restriction period referred 

to in the “Future Sales and Offerings” section. 

 

 

2 . 3 . 2  E F F E C T I V E  C O N T R O L  B Y  T H E  S E L L I N G  S H A R E H O L D E R  

 

Following this Offering, the Selling Shareholder will own no less than 51% of the Company’s issued Shares. The Selling 

Shareholder will therefore be able to influence all matters requiring Shareholder approval, including significant corporate 

expenditures and the appointment of directors (except as prescribed by Articles 69 and 70 of the Companies Regulations).  

 

As a result, the Selling Shareholder may exercise this ability in a manner that could have a significant effect on the Company’s 

business, financial condition and results of operations including significant corporate transactions and capital adjustments. 

 

 

2 . 3 . 3  D I V I D E N D S  

 
Future dividends will depend on, amongst other things, the future profit, financial position, capital requirements, distributable 

reserves and available credit of the Company and general economic conditions and other factors that the Directors of the 
Company deem significant from time to time. 

 

Although the Company intends to pay annual dividends to its shareholders, the Company does not make any assurance that 

any dividends will actually be paid nor any assurance as to the amount, which will be paid in any given year. The distribution 

of dividends is subject to certain limitations contained in the Company’s proposed By-Laws (Please refer to section “Summary 

of the Company’s Proposed By-Laws”). 

 

 

2 . 3 . 4  A B S E N C E  O F  A  P R I O R  M A R K E T  F O R  T H E  S H A R E S  

 

Currently, there is no public market for the Company’s Shares, and there can be no assurance that an active market for the 

Company’s Shares will develop or be sustained after this Offering. The Offer Price has been determined based upon several 

factors, including the history of, and prospects for, the Company’s business and the industry in which it competes and an 

assessment of the Company’s management, operations, and historic and projected financial results. Various factors, including 

the Company’s future financial results, general conditions in the industry, health of the overall economy or other factors 

beyond the Company’s control could cause significant fluctuations in the price and liquidity of the Company’s Shares. Specific 

factors that could cause market price fluctuations include:  

� price and volume fluctuations in the overall stock market from time to time; 

� significant volatility in the market price and trading volume; 

� actual or anticipated changes in the Company’s earnings or fluctuations in the Company’s operating 

results or in the expectations; 

� general economic conditions and trends; 

� sales of large blocks of shares of the Company’s stock, or 

� departures of key personnel. 
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2 . 3 . 5  F U T U R E  S A L E S  A N D  O F F E R I N G S  

 

Sales of substantial amounts of the Shares in the Public market following the completion of the Offering, or the perception 

that these sales will occur, could adversely affect the market price of the Shares. 

 

Upon the successful completion of the Offering, the Existing Shareholders will own 70% of the Shares and would be subject 

to a 6-month holding period. After the Capital Market Authority approval, the sale of a substantial number of Shares by the 

Company, or any of the Existing Shareholders following the 6-month holding period could have an adverse effect on the 

market for the Shares and the market price of the Shares. 

 

The Company does not currently intend to issue additional shares immediately following the Offering.  If and when the 

Company decides to raise additional capital by issuing new shares, the newly issued shares will dilute existing shares to a 

certain extent and could potentially reduce the value of such shares. 
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3  M A N U F A C T U R E D  H O U S I N G  M A R K E T  
 

 

3 . 1  G L O B A L  M A R K E T  

 

 

3 . 1 . 1  O V E R V I E W  

 

With shelter being one of the basic human needs, demand for manufactured housing around the world has been growing in 

line with global population growth, governmental efforts especially in emerging markets to improve housing conditions for 

their populations, and increasing demand for more affordable, quick, and innovative solutions tailored to people’s specific 

housing needs. 

 

The manufactured housing industry is a diverse and fragmented one. The key market segments of the manufactured housing 

industry include: 

 

� Commercial and industrial housing Commercial and industrial housing Commercial and industrial housing Commercial and industrial housing which includes facilities such as offices, hotels, construction 

camps, and multi-purpose buildings. This category is driven by a number of major factors such as 

general economic growth and industrial demand. 

� Residential housingResidential housingResidential housingResidential housing    (single or multi family housing) which covers a wide range of housing types and 

sizes and is primarily aimed at permanent residents and the leisure markets. This category is driven by 

demographic factors especially population growth. 

 

A feature of the manufactured housing market is that customer types and their specific product requirements differ according 

to the characteristics of the specific geographic markets (e.g. natural resources, industrial base, geological conditions, political 

situation, and cultural values).  

 

In the service-based, developed economies, with affluent and increasingly independent populations like North America, 

Europe, and Japan, manufactured housing products and services are targeted mostly towards the general public and 

consumers to satisfy their holiday as well as permanent housing needs at relatively low cost.  

 

Conversely, in countries with vast reserves of natural resources and major industrial and infrastructure projects, these 

products and services are mostly tailored towards satisfying the temporary housing needs of commercial and industrial clients. 

Military conflicts are also an important factor driving demand for manufactured housing products in certain developing 

countries in order to provide housing for the refugees and reconstruction and rehabilitation of such areas. Natural disasters, 

governmental and non-governmental humanitarian aid works, and climatic and geological conditions are among the other 

factors shaping the nature of markets for manufactured housing in different geographies. 

 

According to Icon Group International, the global demand for manufactured housing currently exceeds $53.5 billion with an 

average annual growth rate of about 2.6 percent over the last 4 years. The following chart highlights the global demand for 

manufactured housing for the period 2001-2005.  
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Exhibit 3.1: Globa l Demand for Manufacturing HousingExhibit 3.1: Globa l Demand for Manufacturing HousingExhibit 3.1: Globa l Demand for Manufacturing HousingExhibit 3.1: Globa l Demand for Manufacturing Housing    

                                                                                                                        
Source: ICON Group International, Dated: 2005 

 

 

The distribution of the world demand, however, is not evenly distributed across the different regions. Africa, Europe & the 

Middle East is the largest market with $17.8 billion or 33.3 percent, followed by Asia with $17.0 billion or 31.8 percent, and 

then North America & the Caribbean with $13.8 billion or 25.8 percent of the world market. In essence, if firms target these 

top 3 regions, they cover 90.8 percent of the global latent demand for manufactured homes, mobile homes, and non-

residential mobile buildings. 

 

The following chart highlights the current geographic breakdown of the manufactured housing demand worldwide. 

 

Exhibit 3.2: Reg iona l Demand for Manufacturing HousingExhibit 3.2: Reg iona l Demand for Manufacturing HousingExhibit 3.2: Reg iona l Demand for Manufacturing HousingExhibit 3.2: Reg iona l Demand for Manufacturing Housing    

 

 

Source : ICON Group International, Dated: 2005 

 

 

Due to the fact that the nature of customers as well as products and services provided by the manufactured housing industry 

change from one geographic market to the other, trends in terms of growth, profitability, and innovation vary widely among 

these markets as well. Overall, however, management believes the emerging markets are likely to grow faster than the 

mature markets. 

 

 

3 . 1 . 2  C O M P E T I T I O N  

 

Competition in the manufactured housing industry can be categorized into two distinct categories: 

 

� Local Competitors 

� International Competitors 
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There are a large number of small size local producers concentrating on narrow geographic markets in close proximity to 

their production operations, and offering limited ranges of products. These producers are usually competitive at supplying the 

small size contracts utilizing local standards. However, in case of large size contracts usually commissioned by multinational 

corporations, and governmental and multilateral agencies, such small producers do not possess the required expertise or 

capabilities to complete large projects under tight schedules. Providing the sophisticated building specifications and special 

equipment requirements generally involved in such projects presents a formidable challenge for small producers. Additionally, 

the complexity of paper work involved in the tendering for such projects, where the tender documents are long and require 

verifiable data on prior similar experiences, is an overwhelming challenge for the small size producers. 

 

The major contenders in Saudi Arabia and the United Arab Emirates are Red Sea, Eastern Homes (KSA), New Fab (KSA), 

Space Maker (UAE), Al-Massod Bergman (UAE), Nitco (UAE).  

 

International competitors are usually large manufactured housing producers with centralized production facilities. These 

manufacturers are usually capable of complying with sophisticated customer requirements. However these manufacturers face 

a number of challenges including: 

 

� Higher overhead costs driven mainly by substantial labor costs 

� Higher raw material costs due to the fact that these companies mostly procure raw materials in their home 

markets of North America and Europe where prices of raw materials are relatively higher compared to Asia 

� High transportation costs driving up the prices of the offered products 

� Manufactured housing is not the core business of some of the contenders 

� Narrow range of products 

� Longer delivery time 

� No turnkey installation for every location 

� Higher tax costs 

 

The major contenders in this category are ATCO Structures (Canada, and Hungary), PortaKamp (USA), IBS (USA), 

PortaCabin (England), and Top Housing (Sweden).  

 

Although accurate market data and market share information are not readily available for this industry, based on the 

information provided by Icon Group International and Red Sea’s financial data, it is estimated that Red Sea has an average 

market share of 16% across the main geographic areas in which they operate. 

 

 

3 . 2  T H E  M I D D L E  E A S T  A N D  A F R I C A N  M A R K E T  

 

 

3 . 2 . 1  M A R K E T  O V E R V I E W  

 

Due to the vast reserves of oil, gas, and other mineral resources, and the presence and development of related industries, a 

large portion of the demand for manufactured housing products and services in the Middle East and Africa has traditionally 

arisen from the commercial and industrial segments. The demographic trends across the region with young and growing 

populations, are also giving rise to significant demand for residential housing in a drive by both the government and the 

private sector to improve the housing conditions for the populations. The geopolitical conditions and natural disasters have 

also been a key factor in driving the demand growth for the manufactured housing across the Middle East and Africa from 

governmental and multilateral organizations, as well as reconstruction and infrastructure development firms. The particular 

characteristics of the manufactured housing notably, quick delivery and low cost, make them particularly suitable to cope with 

emergency housing requirements. 

 

Currently, according to Icon Group International, the demand for manufactured housing across the Middle East and Africa 

(excluding Israel, Turkey, and South Africa) stands at around $2.6 billion per year with the demand growing at an average 

annual rate of around 1.7 percent over the last 4 years.  

 

The following chart highlights the demand levels for the manufactured housing industry across the Middle East and Africa 

(excluding Israel, Turkey, and South Africa) for the period 2001-2005. 
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Exhibit 3.3: Middle East & Africa Demand for Manufacturing  HousingExhibit 3.3: Middle East & Africa Demand for Manufacturing  HousingExhibit 3.3: Middle East & Africa Demand for Manufacturing  HousingExhibit 3.3: Middle East & Africa Demand for Manufacturing  Housing    

 

Source: ICON Group International, Dated: 2005 

 

 

3 . 2 . 2  M A R K E T  O U T L O O K  

 

The demand for the manufactured housing across the Middle East and Africa is expected to achieve healthy growth of 5 .7 

percent over the coming years driven mainly by the oil & gas, mining, commercial and industrial activities, government 

initiatives to improve the housing conditions for their populations, as well as the humanitarian efforts in the conflict zones 

across the region to provide housing for the large number of refugees across the region and rehabilitation and reconstruction 

efforts in the conflict zones.  

 

The following chart highlights the projected demand levels for the manufactured housing industry across the Middle East and 

Africa (excluding Israel, Turkey, and South Africa) for the period 2006-2011. 

 

Exhibit 3.4: Middle East & Africa Demand for Manufacturing  HousingExhibit 3.4: Middle East & Africa Demand for Manufacturing  HousingExhibit 3.4: Middle East & Africa Demand for Manufacturing  HousingExhibit 3.4: Middle East & Africa Demand for Manufacturing  Housing    

 

Source : ICON Group International, Dated: 2005 

 

 

However, the demand growth may be much higher especially if: 

 

� OOOOil prices, which are  currently a round US$ il prices, which are  currently a round US$ il prices, which are  currently a round US$ il prices, which are  currently a round US$ 70707070 per barrel, continue to be high, as this will boost the 

government revenues and hence the government spending on petrochemical projects; and 

� FFFF ininininancial a id for the conflict stricken areas across the region is boosted by the international ancial a id for the conflict stricken areas across the region is boosted by the international ancial a id for the conflict stricken areas across the region is boosted by the international ancial a id for the conflict stricken areas across the region is boosted by the international 

communitcommunitcommunitcommunity for the rehabilitation and reconstruction of these areas 

� The large  number of mega projects expected across the  reg ion in the  large  number of mega projects expected across the  reg ion in the  large  number of mega projects expected across the  reg ion in the  large  number of mega projects expected across the  reg ion in the  infrastructure, infrastructure, infrastructure, infrastructure, real estate,real estate,real estate,real estate,    

o il o il o il o il &&&& gas, and petrochemical sectors gas, and petrochemical sectors gas, and petrochemical sectors gas, and petrochemical sectors in particular materialize 



 

12 

The current drive by a number of regional governments to enhance the development of their industrial sectors in order to 

diversify their economies, reduce reliance on oil & gas, and provide jobs for their growing work force, is expected to play a 

major role in driving demand for manufactured housing across the Middle East and Africa. These efforts, which include 

privatizations, the development of industrial and free trade zones, more friendly investment climate, and provision of 

subsidized financing is expected to amplify the industrial activity across the region through a higher involvement of the private 

sector and higher inflows of foreign direct investment. 

 

There are also notable efforts across the Middle East and Africa by governments to improve the housing conditions for their 

populations which include higher spending on infrastructure and housing developments, incentives for private investors in the 

construction sector, as well as initiatives to develop the mortgage markets which are expected to boost the demand for 

manufactured housing products and services. 

 

Development and reconstruction efforts across the Middle East are expected to continue to drive healthy demand for 

manufactured housing products as the infrastructure and housing projects are implemented and the industrial and commercial 

activities keep growing. 

 

The implementation of the recommendations of the Africa Commission Report Dated April, 2005G, will also have an impact 

on the demand for manufactured housing across the African market. The recommendations in that report, among other 

things, call for the doubling of the aid for Africa to improve the living conditions of the people and promotion of better trade 

and investments across Africa. 

 

Also, about US$ 4.5 billion pledged by a donors’ conference held in Norway in April 2005G for the rehabilitation of over six 

million displaced Sudanese in Southern Sudan is expected to be a major factor in the future demand for the manufactured 

housing in this market as this money will be mainly spent on the housing and infrastructure development (source: Norwegian 

Ministry of Foreign Affairs website: http://www.odin.dep.no). 

 

A number of mega projects planned across the region in a range of sectors including real estate, energy, and petrochemicals 

sectors are also expected to result in a substantial demand for manufactured housing products to meet the temporary as well 

as permanent housing needs for these projects. The sheer size of these projects is highlighted by the example of a recent 

address by His Royal Highness Prince Mohammad bin Fahd bin Abdul Aziz of Saudi Arabia. Speaking at the First Saudi Mega 

Projects Conference in Dammam in May 2005G, he highlighted the US$ 56 billion worth of investment opportunities in Jubail 

2 industrial city according to AME Info (http://www.ameinfo.com). Similarly, the Yanbu 2 industrial city inaugurated in July 2005G 

by the Custodian of the Two Holy Mosques King Abdullah bin Abdul Aziz of Saudi Arabia (Crown Prince at the time) is 

expected to attract investments of US$ 30.6 billion according to AME Info (http ://www.ameinfo .com). 

 

 

3 . 2 . 3  S E C T O R  L I F E - C Y C L E  

 

The industry life cycle is an important factor to consider in any business and provides valuable information on what strategic 

actions to take for future predictions. It appears that while there remains a large demand for housing products in the Middle 

Eastern countries, many attractive future sales opportunities will come from the African region due to: 

 

� Immense amounts of global aid pouring into the continent 

� The shift of oil exploration companies from the Middle East region to African countries 

 

Characterized by a normal growth rate, the manufactured housing products sector in the Middle East region is expected to 

be in the mature stage of the industry life cycle. However, Africa is reckoned to be in the development phase of the industry 

life cycle. With proper execution and a well conceived strategy, a company can achieve higher growth in its revenues and 

earnings than could be achieved in other sectors in the African market. Accordingly, a company accessing this market may be 

able to maximize its earnings potential. 
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4  T H E  C O M P A N Y  
 

 

4 . 1  O V E R V I E W  

 
 
Red Sea Housing Services Company (the “Company” or “Red Sea”), is a Saudi Arabian company operating in the 

manufactured housing market in the Middle East, Africa and Asia. The Company sells and leases a wide range of 
manufactured buildings for commercial and residential applications and offers quick and durable housing solutions to the oil & 

gas, construction, and mining sectors as well as government and multilateral organizations (Please refer to section “Key 

Products and Services”). Red Sea has three manufacturing facilities strategically located in Jubail, Jebel Ali and Accra (the latter 

through its wholly-owned subsidiary Red Sea Housing Services (Ghana) Limited) to serve the growing demands of its clients 
worldwide and has successfully completed projects in over 40 countries over the last 20 years.  

 

Red Sea Housing Services company was formed as a Saudi general partnership with Commercial Registration Number 

4030052466 dated 03/05/1406H (corresponding to 13/01/1986G). The Company was converted on 21/05/1991G 

(corresponding to 07/11/1411H) into a Saudi limited liability company with Commercial Registration Number 2055006105 
dated 26/10/1424H (corresponding to 20/12/2003G), as amended. The Company has two subsidiaries, the first of which – 

Rea Sea Housing Services (Ghana) Limited – is a wholly owned Ghanaian limited liability company registered under 
commercial registration number CA-14,061 issued in Victoriaburg, Accra on 20/10/2004G. The second company – SARL Red 

Sea Housing Services Algeria Ltd – is a 99% owned Algerian limited liability company registered under commercial 
registration number 189878 issued in Algiers on 08/03/2006G. 

 

Pursuant to the Partners Resolution signed by the Existing Shareholders and notarized before the Notary Public of the 

Chamber of Commerce and Industry in the Eastern Province on 29/6/1427H (Corresponding to 25/7/2006G), the Capital of 

the company was increased from SAR 3 million to SAR 300 million through a transfer of SAR 147 million from retained 

earnings as of November 30, 2005G and the injection of SAR 150 million in new capital by the Dabbagh Group, on 

December 4, 2005G. 

 

The Minister of Commerce and Industry has, pursuant to resolution No. 1801 dated 5/7/1427H (Corresponding to 

30/7/2006G), authorised the conversion of the Company into a joint stock company. The share capital of the Company is 

SAR 300 million comprising thirty (30) million shares with a nominal value of SAR 10 each. Following completion of the 
Offering (as defined below) and the conclusion of the Conversion General Assembly, an application will be submitted to the 

Minister of Commerce and Industry requesting him to announce the conversion of the Company. The Company will be 
considered duly converted into a joint stock company from the date of issuance of the Ministerial Resolution declaring its 

conversion. 
 

Exhibit 4.Exhibit 4.Exhibit 4.Exhibit 4.1111: Owner: Owner: Owner: Ownership Structure  of Red Seaship Structure  of Red Seaship Structure  of Red Seaship Structure  of Red Sea     

PrePrePrePre----OfferingOfferingOfferingOffering        PostPostPostPost----OfferingOfferingOfferingOffering    
    

SharesSharesSharesShares    PercentPercentPercentPercent    Capital (SAR)Capital (SAR)Capital (SAR)Capital (SAR)****        SharesSharesSharesShares    PercentPercentPercentPercent    Capita l (SAR)Capita l (SAR)Capita l (SAR)Capita l (SAR)****    

Dabbagh Group Holding 

Company Limited 
24,300,000 81.00% 243,000,000  15,300,000 51.00% 153,000,000 

Tanmiah Commercial Group 1,200,000 4.00% 12,000,000  1,200,000 4.00% 12,000,000 

Supreme Foods Company 

Limited 
1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

National Scientific Company 

Limited 
1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Marketing and Commercial 

Agencies Company Limited 
1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Offering Subscribers 0 0.00% 0  9,000,000 30.00% 90,000,000 

TotalTotalTotalTotal    30303030 ,,,,000000000000,,,,000000000000    100.00%100.00%100.00%100.00%    300300300300,,,,000000000000,,,,000000000000        30303030 ,,,,000000000000,,,,000000000000    100.00100.00100.00100.00%%%%    303030300000,,,,000000000000,,,,000000000000    
*SAR 10 par value/share 
Source : Red Sea 
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Following is a brief overview of Red Sea actual shareholders: 

 

� Dabbagh Group Holding Company Limited: Dabbagh Group Holding Company Limited: Dabbagh Group Holding Company Limited: Dabbagh Group Holding Company Limited: (Please refer to section “Dabbagh Group (The Selling 

Shareholder)”)    

    

� Tanmiah Commercial Group Company Limited:Tanmiah Commercial Group Company Limited:Tanmiah Commercial Group Company Limited:Tanmiah Commercial Group Company Limited: Tanmiah Commercial Group Company Limited is a 

limited liability company based in Jeddah.  It was established in 14/10/1411 H under laws and 

regulations applicable in the Kingdom of Saudi Arabia, and is an affiliate of Dabbagh Group Holding 

Company Limited. Tanmiah Commercial Group Company Limited principally functions as a holding 

company for Dabbagh Group’s interests in the real estate sector. 

 

� Supreme Foods Company Limited:Supreme Foods Company Limited:Supreme Foods Company Limited:Supreme Foods Company Limited: Supreme Foods Company Limited is a private liability company 

based in Riyadh.  It was established in 06/04/1412 H under laws and regulations applicable in the 

Kingdom of Saudi Arabia, and is a subsidiary of Dabbagh Group Holding Company Limited. Supreme 

Foods Company Limited is a leading high quality food and distribution company which operates fully 

integrated food production and distribution centers throughout the Kingdom of Saudi Arabia and the 

neighboring GCC region enabling it to provide a wide range of innovative fresh and frozen food 

products and services to customers throughout its target markets. 
 

� National Scientific Company LimitedNational Scientific Company LimitedNational Scientific Company LimitedNational Scientific Company Limited:::: National Scientific Company Limited is a limited liability 

company based in Jeddah.  It was established in 28/04/1423 H under laws and regulations applicable in 

the Kingdom of Saudi Arabia, and is a subsidiary of Dabbagh Group Holding Company Limited. 

National Scientific Company Limited offers a comprehensive range of technical products and services 

to customers throughout the Kingdom of Saudi Arabia, Bahrain and the United Arab Emirates, and 

principally specializes in industrial and scientific chemicals, laboratory equipment, scientific instruments 

and related research and training services.  
 

� Marketing & Commercia l Agencies Company Limited:Marketing & Commercia l Agencies Company Limited:Marketing & Commercia l Agencies Company Limited:Marketing & Commercia l Agencies Company Limited: Marketing & Commercial Agencies Company 

Limited is a limited liability company based in Jeddah.  It was established in 30/12/1413 H under laws 

and regulations applicable in the Kingdom of Saudi Arabia, and is a subsidiary of Dabbagh Group 

Holding Company Limited. Marketing & Commercial Agencies Company Limited principally functions 

as a holding company for Dabbagh Group’s interests in the financial services sector, including interests 

in investment banking and insurance activities. 

 

Red Sea is a profitable and growing company with net income averaging 17% of revenues during the past three fiscal years 

ended March 31, 2003G, 2004G, and 2005G. Return on equity over this period averaged 51% per annum. The revenues of 

the Company grew from SAR 177.1 million for the fiscal year ended March 31, 2003G to SAR 394.8 million for the fiscal year 

ended March 31, 2004G and SAR 421.6 million for the fiscal year ended March 31, 2005G. This translated into growth in 

revenues of 123% and 7% during the fiscal years ended March 31, 2004G and 2005G respectively. Net income of the 

Company grew from SAR 22.7 million for the fiscal year ended March 31, 2003G to SAR 63.0 million for the fiscal year 

ended March 31, 2004G and SAR 97.9 million for the fiscal year ended March 31, 2005G. This translated into growth in net 

income of 178% and 55% during the fiscal years ended March 31, 2004G and 2005G respectively (Please refer to section 

“Management’s Discussion and Analysis of Financial Condition and Results of Operations”). 

 

Building on its vast experience in design, planning, and production of manufactured housing, the Company continuously strives 

to deliver high quality products and loyal servicehigh quality products and loyal servicehigh quality products and loyal servicehigh quality products and loyal service . 

 

� Red Sea takes pride in its reputation for expertise, craftsmanship, durability and infrastructure work 

evidenced by the fact that it is one of the manufactured housing companies in the Kingdom of Saudi 

Arabia which is certified by Saudi Aramcocertified by Saudi Aramcocertified by Saudi Aramcocertified by Saudi Aramco.  

� The Company is certified by Bureau Veritas Quality International to the ISO 9001:2000 standard ISO 9001:2000 standard ISO 9001:2000 standard ISO 9001:2000 standard for 

its quality management system in its production facilities in Jubail and Jebel Ali, and is in the process of 

obtaining it for the Republic of Ghana.  

� All imported material used in the manufacturing process meets the Saudi SASO qua lity standardsSaudi SASO qua lity standardsSaudi SASO qua lity standardsSaudi SASO qua lity standards. 
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Enjoying considerable operating flexibility, Red Sea strives to meet its customers’ specific needs ranging from a one bedroom 

unit to a multi-room hotel, a small guard house or a fully functional field hospital. Red Sea offers a broad range of housing 

products with a proven track record of expertise in providing entire turnkey camp package solutions, i.e. completely furnished 

sleeping accommodations, restaurants and recreational facilities, electricity and water utilities, roads, and gated security 

infrastructure. 

 

Red Sea has a large and diverse customer base with sales offices strategically located at Jubail in Saudi Arabia, Dubai in the 

United Arab Emirates, and Accra in the Republic of Ghana as well as sales representative offices, agents, and site offices in the 

Company’s major target areas to serve existing customers and seek additional business. 

 

Red Sea currently employs 1,315 personnel (968 full time employees and 347 contracted labor) and the Management is 

highly experienced and qualified in the manufactured housing industry with a vast array of experience in both the Middle 

Eastern and international markets (Management’s Discussion and Analysis of Financial Condition and Results of Operations 

please refer to section “Executive Management”). 

 

 

4 . 2  H I S T O R I C A L  D E V E L O P M E N T  

 

 

Exhibit 4.2: Key Historic DevelopmentsExhibit 4.2: Key Historic DevelopmentsExhibit 4.2: Key Historic DevelopmentsExhibit 4.2: Key Historic Developments    

Year (G)Year (G)Year (G)Year (G)        EventEventEventEvent    

1986  • Formed as a Saudi general partnership known as Red Sea Housing Services Company 

with a share capital of SAR 550 thousand 

1991 

 

1991 

 • Converted into a Saudi limited liability company known as Red Sea Housing Services 

Company Limited with a share capital of SAR 2 million 

• Manufacturing facility of the Company opened in Jubail, Saudi Arabia 

1998  • A manufacturing facility is established in the Jebel Ali Free Zone in Dubai, UAE 

2002  • The Company is awarded ISO 9001:2000 certification  

 

2004  • Red Sea Housing Services (Ghana) Limited, a wholly-owned subsidiary of Red Sea, is 

established in Accra, Republic of Ghana 

2005 

 

 • A manufacturing facility is established in Accra, Republic of Ghana 

2006 

 

2006 

 • SARL Red Sea Housing Services Algeria Ltd, a 99% owned subsidiary of Red Sea is 

established in Algeria 

• Increase of the share capital of the Company to SAR 300 million 

Source: Red Sea 

 

 

4 . 3  V I S I O N  S T A T E M E N T ,  M I S S I O N  S T A T E M E N T ,  A N D  C O R P O R A T E  

S T R A T E G Y  

 

 

4 . 3 . 1  V I S I O N  S T A T E M E N T  

 

“To be the supplier of choice for all major multinational oil & gas, and mining companies operating in our market area”. 
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4 . 3 . 2  M I S S I O N  S T A T E M E N T  

 

“To be totally committed in providing our customers with quality products that shall be delivered defect-free and on time”. 

 

 

4 . 3 . 3  C O R P O R A T E  S T R A T E G Y  

 

Red Sea is one of the leading players in the manufactured housing markets of the Middle East, Africa, and Asia with particular 

emphasis on oil & gas, construction, and mining sectors as well as government and multilateral organizations. The Company’s 

Management believes that Red Sea is recognized among its customers as a highly responsive provider of manufactured 

housing products under challenging conditions, while maintaining high levels of quality and cost control. Red Sea’s current 

corporate strategy is based on its goal to consolidate its leadership position and create superior value for its shareholders 

over the long term. 

 

In order to achieve this goal, Red Sea has based its corporate strategy on the following key objectives and performance 

drivers: 

 
Revenue gRevenue gRevenue gRevenue growthrowthrowthrowth: Growing by: 

 

� Focusing on the most valuable and high growth market segments, especially oil & gas, and also 

construction, mining, as well as government and multilateral organizations 

� Increasing its market share in these markets through a sustained effort to enhance quality, pricing of 

products and services, and reducing time of delivery 

� Increase its current customer base by identifying areas of significant opportunity for geographic 

expansion outside its core markets, and more specifically acquire a higher market share in Africa and 

expand into new markets in South America 

� Providing value added services (e.g. infrastructure work, transportation, leasing, owning and operating 

camps etc) to the customers to generate additional revenues, healthier margins,  as well as to increase 

the attractiveness and sales of the products being bundled along with these services 
 

 

Profitability:Profitability:Profitability:Profitability: Enhancing the overall profitability of the Company by: 

 

� Prioritizing higher margin businesses 

� Reducing costs by effectively deploying the intellectual and technology resources of the company 

� Implementing cost control/monitoring mechanisms, and more specifically applying standardized project 

management techniques and deploying integrated IT systems (Enterprise resource planning) 

� Maintaining a pool of preferred suppliers with a dual objective of reducing input/raw material costs and 

securing multiple sources of supply 
 

 

Return on invested cReturn on invested cReturn on invested cReturn on invested capital:apital:apital:apital: Maximizing return on invested capital by: 

 

� Strategically placing the manufacturing and support facilities of the Company in areas of greater 

opportunity (e.g Africa) and where market volume is expected to justify logistical investments creating 

reduced product delivery time and pricing 

� Increasing the production capacity and the assets utilization thereof 
 

    

Continuous pContinuous pContinuous pContinuous product development:roduct development:roduct development:roduct development: Consistently improving the product offering to respond to customer needs by: 

 

� Debriefing marketing and installation teams to understand customers needs and identify ways to satisfy 

them 

� Supporting the continuous process improvement culture and applying external best practice  
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� Developing new methods of production and incorporating new production materials to enhance the 

quality and reduce the cost of the end product 
 

 

Human resources eHuman resources eHuman resources eHuman resources exce llence : xce llence : xce llence : xce llence : Continuous enhancement of human resources excellence by: 

 

� Attracting and retaining highly qualified and talented professionals 

� Empowering management and employees along with effective control and accountability systems in 

place 

� Developing deep and special expertise in each functional area through training, development, and 

focused operational experience 

� Ensuring high employee motivation by offering additional compensation based on individual success 

and Company success 

 

 

4 . 4  C O M P E T I T I V E  A D V A N T A G E S  

 

    

Company ’s Company ’s Company ’s Company ’s position in la rge and g rowing markets:position in la rge and g rowing markets:position in la rge and g rowing markets:position in la rge and g rowing markets: Red Sea’s management believes that the Company benefits from its 

position in the important manufactured housing markets of the Middle East, Africa, and Asia. The Company’s main focus is on 

the oil & gas, construction, and mining sectors as well as government and multilateral organizations. The importance of these 

market segments is evidenced by the key characteristics of these regions including the abundance of natural resources, 

ongoing industrial development, geo-political conditions, and the housing needs of the growing populations. 

 

 

Comprehensive product range:Comprehensive product range:Comprehensive product range:Comprehensive product range: Red Sea has developed a comprehensive range of products over the years to meet the 

specific needs of its customers. Red Sea is recognized as being able to meet a wide range of housing requirements, with 

either temporary or permanent structures, including accommodation units, offices, power generation, kitchen/dining units, 

recreation units, laundry areas, labor quarters, drill/rig camps, dormitories, guard houses, hospitals/clinics, hotels, relief housing 

facilities, and schools. With products ranging from the single-section, moveable camp shelters to multi-section, luxury villas, 

Red Sea strives to meet the growing manufactured housing demands of its diverse customer base using high quality products 

tailored to the specific needs of each customer. Additionally, the Company offers a range of value added services to its 

customers including lease, buy back, rental, camp management, and civil works, which not only bring additional revenues to 

the Company but also help increase the sales of its core products through bundling and enhanced customer satisfaction. 

 

 

Large, diverse , and loyal customer base:Large, diverse , and loyal customer base:Large, diverse , and loyal customer base:Large, diverse , and loyal customer base: Red Sea’s robust performance over the past several years is underpinned by a large 

and diverse customer base, evidenced by the successful completion of hundreds of projects in over 40 countries over the 

past 20 years. Red Sea’s array of customers stems from both public and private sectors, including international multilateral 

organizations, mining, and construction companies, governments, NGOs, public and private companies, and civilians. These 

different customer demographics and their differing housing needs enable Red Sea to avoid over-dependence on any single 

geographic or market segment. 

 

 

Reputation for quality of products, superiorReputation for quality of products, superiorReputation for quality of products, superiorReputation for quality of products, superior customer service , and turnkey so lutions: customer service , and turnkey so lutions: customer service , and turnkey so lutions: customer service , and turnkey so lutions: Red Sea’s management believes that the 

company is perceived by its customers as being among the best providers of manufactured housing products and services in 

the markets it serves with high ethical values in its customer dealings. In addition, the company’s turnkey solutions that include 

the design, the delivery, the assembly and the provision of civil and foundation works set Red Sea distinctly apart from the 

competition. Red Sea also prides itself in being unique in working with its customers, by showing a high degree of flexibility to 

optimize and tailor its products and services to match the specifications and economics desired by its customers.  

 

 

Ability  and willingness to deliver quick ly under cha llenging  c iAbility  and willingness to deliver quick ly under cha llenging  c iAbility  and willingness to deliver quick ly under cha llenging  c iAbility  and willingness to deliver quick ly under cha llenging  c ircumstances:rcumstances:rcumstances:rcumstances: Red Sea positions itself to be the most responsive 

provider of manufactured housing products across the Middle East, Africa, and Asia thanks to the strategy of the Company to 
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effectively manage inventories in order to meet the sudden demand surges, the high flexibility of its workforce, and the use of 

the most appropriate delivery services.  

    

Stra tegica lly  located manufacturing facilities:Stra tegica lly  located manufacturing facilities:Stra tegica lly  located manufacturing facilities:Stra tegica lly  located manufacturing facilities: Red Sea’s existing manufacturing facilities are strategically located in the Middle 

East and Africa in Jubail - Saudi Arabia, Jebel Ali Free Zone - UAE, and Accra - Republic of Ghana (the latter through its 

wholly-owned subsidiary Red Sea Housing Services (Ghana) Limited). An overall production capacity in excess of 335,000 m
2
 

per year allows Red Sea to serve its clients promptly and efficiently, delivering high quality products and solutions on tight 

schedules.  

 

 

Talented management team and workforce with Talented management team and workforce with Talented management team and workforce with Talented management team and workforce with a a a a diverse and re levant experiencediverse and re levant experiencediverse and re levant experiencediverse and re levant experience:::: Red Sea is managed by a highly 

experienced team of professionals, many of whom have more than 20 years of industry experience, mostly acquired within 

Red Sea. The Executive Management team possesses extensive experience in both regional and international manufactured 

housing markets with expertise in production and installation and other relevant disciplines such as procurement, supply chain 

management, marketing, distribution, logistics, and finance. Having served more than 130 major customers in the last 20 years 

across the Middle East, Africa, and Asia, the Red Sea management possesses a unique experience and insight into the core 

markets of the Company. A large proportion of the Red Sea employees have technical skills in multiple areas of 

manufacturing and installation operations which helps to avoid operational disruptions that might occur due to any on site 

emergency situation (Please refer to section “Executive Management”). 

 

 

Well reputed selling  shareholder:Well reputed selling  shareholder:Well reputed selling  shareholder:Well reputed selling  shareholder: Red Sea’s Selling Shareholder, Dabbagh Group is one of the Middle East’s leading business 

corporations comprising more than 28 autonomous companies with major interests in Real Estate Development, Food and 

Agriculture, Energy, Technology, Media & Telecommunications, Trade and Financial Services sectors, currently operating in 

various countries around the world.  

 

 

4 . 5  E X A M P L E S  O F  M A J O R  P R O J E C T S  A C C O M P L I S H E D  

 

Over the years, the Company has completed a number of high profile projects, and prides itself on completing them in a 

timely fashion and within budget. Few examples are presented below: 

 

Saudi ArabiaSaudi ArabiaSaudi ArabiaSaudi Arabia    

In 1997G Red Sea built more than 10 residential housing compounds in Jeddah, comprising more than 175 housing units in 

total, with a variety of product types tailored to specific customer needs and valued at SAR 116.25 million. Khalidiah 

Compound, Lotus Compound, and Al-Zahra Compound are some examples. 

 

In 2001G Red Sea provided a SAR 43.125 million complete turnkey housing facility for 1,700 workers involved in a Gas Plant 

in a remote area south of Riyadh, Saudi Arabia. 

 

In 2002G Red Sea completed a SAR 131.25 million project considered the largest modular office building totaling 10,000 m2 

for the Jubail United Petrochemical Company (JUPC) in Saudi Arabia. 

 

In 2004G Red Sea completed two major residential housing projects in Jubail totaling SAR 46.875 million and comprising 

more than 200 housing units utilizing varying product specifications.  

    

ChadChadChadChad    

In 2003G and 2005G Red Sea delivered a 2,500 man camp for the oil & gas industry of Chad for a value of more than SAR 

33.75 million.  

 

Equatoria l GuineaEquatoria l GuineaEquatoria l GuineaEquatoria l Guinea    

From 2003G to date Red Sea supplied over SAR 112.5 million of housing and office facilities for 5,000 workers in developing 

the gas fields of Equatorial Guinea. 
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GreeceGreeceGreeceGreece     

As part of the initial rebuilding effort resulting from the earthquake in 1999G, Red Sea was selected to provide 400 houses 

valued at SAR 13.125 million. Red Sea was the first to deliver houses in this plan and set the stage for others to follow. 

    

Kuwa itKuwa itKuwa itKuwa it    

In 2002G Red Sea manufactured, delivered, and installed a 342 man camp including furniture equipment and civil work and 

valued at SAR 9 million. 

    

KyrgyzstanKyrgyzstanKyrgyzstanKyrgyzstan    

In 2005G Red Sea completed a SAR 12.75 million project involving the construction of camps. 

 

NigeriaNigeriaNigeriaNigeria     

In 2003G and 2004G Red Sea manufactured, delivered and installed office facilities and camp housing at a Petrochemical 

Facility valued at SAR 16.5 million. 

 

SudanSudanSudanSudan    

In 2004G and 2005G Red Sea delivered a total of 17 camps for the United Nations valued at SAR 68.625 million. 

 

In 2004G Red Sea manufactured, and installed 3 rig camps in addition to camp facilities valued at over SAR 11.25 million 

 

Tanzania Tanzania Tanzania Tanzania     

In 2004G and 2005G Rea Sea manufactured and installed a SAR 18.75 million office & kitchen/diner, air terminal building 

including furnishings for a 500-man camp in Tanzania, Africa 

 

 

4 . 6  K E Y  P R O D U C T S  A N D  S E R V I C E S  

 

 

4 . 6 . 1  P R O D U C T  R A N G E  

 

Red Sea sells and leases a wide range of manufactured buildings in the markets of the Middle East, Africa, and Asia. With 

products ranging from the single-section, moveable camp shelters to multi-section, luxury villas, Red Sea strives to meet the 

growing manufactured housing demands of its diverse customer base. 

 

Red Sea is recognized as serving a wide range of commercial and residential housing requirements, with either temporary or 

permanent structures, including accommodation units, offices, power generation, water treatment plants, kitchen/dining units, 

recreation units, laundry areas, labor quarters, drill/rig camps, dormitories, guard houses, hospitals/clinics, hotels, relief housing 

facilities, and schools.  

 

Although Red Sea is flexible to custom design and manufacture housing to customers’ specifications, the Company has also 

developed various standard types of buildings. The following is a brief overview of standard products currently being offered 

by Red Sea (the pictures shown below have been taken from existing Red Sea projects): 

 

 

    
SitemasterSitemasterSitemasterSitemaster----3 Series3 Series3 Series3 Series     
These are standard camp buildings utilized extensively for remote workforce camps and 

offices that can be relocated from one project to another. Built to rugged specifications, 

many of the Sitemaster units built in 1982 are still in use today. Sitemaster-3 Series is 

designed to endure the extreme weather conditions in both hot and cold climates. 
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SitemasterSitemasterSitemasterSitemaster----3 Roughneck3 Roughneck3 Roughneck3 Roughneck    
These are economical heavy duty buildings for rig camps used for oilfield explorations. 

The building is mounted on steel skid to provide flexibility and easy relocation from one 

place to other. It is specifically designed to meet the housing needs in tough conditions 

experienced in the oilfield areas. Sitemaster-3 Roughneck can be shipped in cube or in 

knockdown configuration, depending on the client’s requirements. 

 

 

 

Seaway SeriesSeaway SeriesSeaway SeriesSeaway Series     
These buildings are designed to endure the tough weather conditions experienced in 

the oilfield operations and exploration areas. These units are heavy duty with steel 

skids to provide flexibility and easy relocation from one project to another. The 

Seaway buildings are especially suitable for extreme climates. 

 

The Seaway Series’ walls and ceilings are clad with PVC composite panels which are 

specially manufactured in-house. The panels do not need repainting, are fire resistant, 

easy to clean, and insect resistant. 

 

The Seaway Series is designed to last for 20 years or more in the toughest 

environments. All container units used to build the Seaway Series are ISO certified. 

The containers come in standard 8’x20’ and 8’x40’ measurements. The Seaway Series can also be mounted on rolling wheels, 

as required by customers. 

 

 

 

SitemasterSitemasterSitemasterSitemaster----25 Series25 Series25 Series25 Series     
This is the newest and an innovative product developed by Red Sea. Sitemaster-25 is a 

revolutionary housing system, versatile and the very first of its kind in the manufactured 

housing industry. Sitemaster-25 is applicable for both commercial and residential 

applications. 

 

Sitemaster-25 walls are constructed of Red Sea’s propriety PVC composite panels, 

insulated with polystyrene insulation, manufactured at Red Sea’s facilities. Each 

composite panel undergoes stringent quality control testing to ensue that they are of 

required building standards and free from any defects. 

 

Red Sea’s PVC panels are environmentally friendly, fire and heat resistant, water proof, do not rust, never need repainting, 

require low maintenance, termites and insect resistant, withstand extreme weather conditions, economical, with high 

insulation value, and sound proof. These buildings can be packed for shipping, leading to low shipping costs. 

 

 

 

SitemasterSitemasterSitemasterSitemaster----25 Roughneck25 Roughneck25 Roughneck25 Roughneck    
This is a heavy duty unit, made of PVC materials mounted on steel skids. 
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Rolling RoughneckRolling RoughneckRolling RoughneckRolling Roughneck    
Rolling Roughnecks are designed to meet tough weather conditions experienced in 

oilfield operation and exploration. These units are heavy duty and mounted on wheels 

to provide easy relocation from one site to another. 

 

Rolling Roughneck interior walls and ceilings are clad with PVC composite panels. The 

Rolling Roughneck is designed to last for 20 years or more in the toughest environments. 

The units are available in various custom sizes (3mx6m, 3mx7m, 3mx8m, 3mx9m, 

3mx10m, 3mx11m, 3mx12m). Other sizes are available on special order. 

 

 

 

 

Steel RoughneckSteel RoughneckSteel RoughneckSteel Roughneck    
Steel Roughnecks are designed to meet the tough weather conditions experienced in 

oilfield operations and explorations. These units are heavy duty with steel skids to 

provide flexibility and easy relocation from one project to another. Steel Roughnecks are 

highly suitable for extreme climates. 

 

The Steel Roughneck units can also be transported on wheels for frequent relocation 

from site to site. 

 

 

 

Premier SeriesPremier SeriesPremier SeriesPremier Series     
These are houses intended primarily 

for residential applications. The 

interior and exterior finishes are of 

deluxe quality to create a more 

permanent settled look while still 

retaining full portability. Premier 

Series houses are designed with 

energy conservation features, such 

as fully insulated walls, roofs, 

windows, and doors. These houses 

are almost four times as energy efficient as conventional block structures. The sturdy construction blends itself to a variety of 

design applications, from single storey to two storey homes. 

 

 

4 . 6 . 2  S E R V I C E S  

 

Red Sea provides a range of value added services to its customers in order to assist them in choosing the most suitable 

solution for their specific needs. By bundling various services with its products, Red Sea is able to offer comprehensive 

solutions to its customers and act as a “one stop shop” for manufactured housing. These value added services are geared 

towards increasing the profile of the Company in the industry in addition to creating other profit sources. A brief overview of 

the services currently provided by Red Sea to its customers is given below. 

 

 

DesigningDesigningDesigningDesigning 
Red Sea has extensive experience in designing a diverse range of manufactured housing products ranging from single sleeping 

units to multi-section units for use as villas, offices, restaurants, recreation, medical and other special purposes such as 

convenience stores. This includes the building as well as interior designing of the projects being offered using advanced 

computer aided simulation programs and state of the art techniques and know how. The Company’s competence in 

designing helps it to offer excellent added value to its customers. 
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The Company’s expertise in designing an entire camp to suit diverse needs of its customers helps it to prepare competitive 

bidding proposals to win over the entire contract. This is especially valuable to the customer in cases of contact prior to the 

issuance of their requests for proposal as it enables Red Sea to interact with the customer in formulation of the design 

concepts better suited to the geography and enhances Red Sea’s opportunity to secure the contract. 

 

 

Turnkey InstallationsTurnkey InstallationsTurnkey InstallationsTurnkey Installations 
Red Sea Housing strives to satisfy the customers’ needs by offering a full installation service. This service facilitates the 

utilization of the product by the customer within a minimum timeframe. Turnkey installations include: shipment of the 

products, receipt of the products at port of discharge and delivery to the customer’s site, offloading and installation of 

products at the site, civil works required to make the products operational at the customer’s site, and furnishing the products. 

This service enables customers to focus all their efforts on their core activities while ensuring that important ancillary services 

such as housing are being provided by professionals according to a predefined time plan.  

 

 

Property ManagementProperty ManagementProperty ManagementProperty Management 
In addition to providing products for housing complexes, the Company offers the service of managing the property on behalf 

of the customer. This service includes marketing the property, negotiating with third parties and finalizing lease or occupancy 

agreements, operation and maintenance of the property, collection services, and financial booking. The Property management 

activities were slowed down during 2004G and 2005G to focus on the production of prefabricated housing and respond to 

the increasing demand for these products. In 2006G, Red Sea decided to increase its Property management activity level. 

 

Product  RentalProduct  RentalProduct  RentalProduct  Rental/Leasing/Leasing/Leasing/Leasing 
Red Sea offers the luxury of manufacturing, installing, and then renting the products to customers. Accordingly, this service 

provides many advantages to the customer; including the ability to focus on their core business rather than being distracted 

by property management as well as reducing the upfront cash requirement. Additionally, the Company offers a range of value 

added services to its customers including lease, buy back and rental. 

 

 

4 . 7  C U S T O M E R  B A S E  

 

Over the years, Red Sea has developed strategic relationships with a number of customers which have commissioned the 

Company’s products and services on a recurrent basis. The vast customer base of the Company includes multinational oil & 

gas, construction, and mining sectors as well as government and multilateral organizations. The following table gives a 

breakdown of the Company’s net sales by customer segment for the fiscal years ended March 31, 2003G, 2004G, and 2005G 

as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 4.3: Exhibit 4.3: Exhibit 4.3: Exhibit 4.3: RevenuesRevenuesRevenuesRevenues Breakdown by Customer Segment ( Breakdown by Customer Segment ( Breakdown by Customer Segment ( Breakdown by Customer Segment (SAR 000sSAR 000sSAR 000sSAR 000s))))    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 3November 3November 3November 30000        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004200420042004GGGG****    2005G2005G2005G2005G    

Oil & Gas / Construction 130,126 115,637 203,624 48.3% 184,930 212,650 

Mining 22,000 0 10,000 2.4% 0 19,515 

Government and multilateral organizations 25,000 279,126 208,000 49.3% 122,751 41,019 

TotalTotalTotalTotal    177,126177,126177,126177,126    394,763394,763394,763394,763    444421,62421,62421,62421,624    100%100%100%100%    307,681307,681307,681307,681    273,184273,184273,184273,184    

*Unaudited Financials 

Source : Red Sea 

 

 
4 . 8  G E O G R A P H I C  C O V E R A G E  

 

Red Sea takes pride in being able to assist in the improvement of human lives by meeting the housing needs of the people in 

a large number of geographic markets. Over the past 20 years, the Company has served its customers in over 40 countries 

across the Middle East, Africa, and Asia. The ability and willingness of the Company to serve its customers in a timely fashion 

at any place including conflict and disaster zones is a key factor behind the current market leading position of the Company in 
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the manufactured housing markets of the Middle East, Africa, and Asia. The following table gives a geographic breakdown of 

the Company’s net sales for the fiscal years ended March 31, 2003G, 2004G, and 2005G as well as eight months ended 

November 30, 2004G and 2005G. 
 

Exhibit 4.Exhibit 4.Exhibit 4.Exhibit 4.4444: : : : RevenuesRevenuesRevenuesRevenues Breakdown  Breakdown  Breakdown  Breakdown by Geography (by Geography (by Geography (by Geography (SAR 000sSAR 000sSAR 000sSAR 000s))))    

Fiscal Year Ended March 31Fiscal Year Ended March 31Fiscal Year Ended March 31Fiscal Year Ended March 31    

E ight months ended E ight months ended E ight months ended E ight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004200420042004GGGG****    2005G2005G2005G2005G    

Middle East 99,864 331,962 252,815 60% 160,135 119,398 

Africa 24,268 8,288 97,921 23.2% 71,477 77,775 

Asia 52,994 54,513 70,888 16.8% 76,069 76,011 

TotalTotalTotalTotal    177,126177,126177,126177,126    394,763394,763394,763394,763    421,624421,624421,624421,624    100%100%100%100%    307,681307,681307,681307,681    273,184273,184273,184273,184    

*Unaudited Financials 

Source : Red Sea 

 

 

4 . 9  M A N U F A C T U R I N G  F A C I L I T I E S  A N D  O P E R A T I O N S  

 

 

The manufacturing process at Red Sea is a production line process whereby the product moves through various workstations. 

Each station has a particular process similar to an assembly line for products such as automobiles. The first station creates the 

chassis and floor of the product, the next adds walls, and the next completes the roof, with the process continuing on down 

the line until the final completion and inspection.  

 

There are certain other manufacturing support processes taking place in the manufacturing facilities of Red Sea to produce 

components used in different products. Such processes include typical industrial welding, sand blasting and painting, fiberglass 

molding, and PVC extrusion among others. 

 

The installation process varies depending on the nature of each product and the specification to which it is built. Some 

products are installed on concrete foundation blocks spread even under each building unit according to a floor loading 

calculation for each product. Others may be installed on a concrete slab and still others, such as drilling rig camps, may be 

installed on a skid to enable the mobility from one site to another. All installation processes at Red Sea generally utilize 

industrial handling equipment such as cranes, forklifts, and other miscellaneous hand tools. 

 

 

4 . 9 . 1  M A N U F A C T U R I N G  F A C I L I T I E S  O V E R V I E W  

 

Red Sea currently has three manufacturing facilities strategically located in Jubail - Saudi Arabia, Jebel Ali Free Zone - UAE, 

and Accra - Republic of Ghana to meet the housing needs of its customers. These facilities currently manufacture, deliver, and 

install all the housing products supplied by Red Sea to its customers across the Middle East, Africa, and Asia with a current 

overall production capacity of 335,000 m
2
 per year. The yearly production reached 212,259 m

2
 in March 31 2005G (Please 

refer to Exhibit 4.7 “Company’s Annual Production”). 

 

The following table gives a breakdown of the Company’s assets value by operation for the eight months ended November 

30, 2004G and 2005G.  
 

Exhibit 4.5: Asset Exhibit 4.5: Asset Exhibit 4.5: Asset Exhibit 4.5: Asset VVVValue by Operation (SAR 000alue  by Operation (SAR 000alue  by Operation (SAR 000alue  by Operation (SAR 000ssss))))    

Eight months ended November 30Eight months ended November 30Eight months ended November 30Eight months ended November 30    
    

2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Jubail manufacturing facility 23,358 19,280 

Jebel Ali Free Zone Operation 17,228 28,319 

Accra Manufacturing facility 580 19,462 

TotalTotalTotalTotal    41,16641,16641,16641,166    67,06167,06167,06167,061    

*Unaudited Financials 

Source : Red Sea 
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Each facility is assisted by a marketing and sales department and all facilities coordinate their operations with each other to 

achieve the best possible solution for each customer. Requests may come into either facility for quotations and proposals for 

a wide variety of housing needs. Each request is jointly reviewed by the management and a decision is taken about which 

type of product is the best solution for each specific customer’s needs and how each facility can play a role in a successful 

effort to provide the required products and solutions to the customers in the shortest possible time. 

 

In many circumstances, one facility may build the products for customers served by other facilities, and forces are combined 

as necessary to achieve the best results. Each facility has its own Plant Manager and a Field Construction Coordination that 

supervise the manufacturing and installations of each project. Close coordination also takes place with the shipping 

department as the product is completed and required in the field. Timing is important and the products may go by land, sea 

or air depending on the customers’ needs.  

 

The following table gives a breakdown of the Company’s sales by operation for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 4.6: Exhibit 4.6: Exhibit 4.6: Exhibit 4.6: RevenuesRevenuesRevenuesRevenues Breakdown by Operation (SAR 000 Breakdown by Operation (SAR 000 Breakdown by Operation (SAR 000 Breakdown by Operation (SAR 000ssss))))    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Property Management 7,064 1,570 0 0.0% 0 0 

Jubail Operation 62,664 290,877 226,135 53.6% 160,650 113,003 

Jebel Ali Free Zone Operation 107,398 102,316 195,489 46.4% 147,031 159,436 

Accra Operation             0.0% 0000    745745745745    

TotalTotalTotalTotal    177,126177,126177,126177,126    394,763394,763394,763394,763    421,624421,624421,624421,624    100%100%100%100%    307,681307,681307,681307,681    273,184273,184273,184273,184    

*Unaudited Financials 

Source : Red Sea 

 

 

4 . 9 . 2  J U B A I L  M A N U F A C T U R I N G  F A C I L I T Y  

 

This is the oldest of the two existing manufacturing facilities of the Company and was established in 1991G at Jubail, Saudi 

Arabia, a strategic industrial location in the Kingdom of Saudi Arabia with a well planned and developed infrastructure and 

supporting industries. Currently, this facility mainly serves the demands of the local Saudi Arabian market as well as the 

neighbouring GCC countries such as Kuwait and Bahrain. 

 

Currently, 489 personnel (215 full time employees and 274 contracted labor) are employed at the Jubail facility which has an 

annual production capacity of 140,000 m
2
. Though mostly constructing wood specifications, this facility is also capable of 

producing other specifications including steel and PVC. With in-house architectural and design capabilities using modern 

computer-based designing systems; this facility serves the housing needs of a diverse customer base with a host of innovative 

products. 

 

The manufacturing machinery and equipment installed in this facility include welding machines, overhead hoists, compressors, 

fork lifts, sheet metal cutting and bending machines, and assorted carpentry, electrical and plumbing tools. This facility has in-

house maintenance and repair capabilities to cope with technical problems and ensure seamless operations. 

 

 

4 . 9 . 3  J E B E L  A L I  F R E E  Z O N E  M A N U F A C T U R I N G  F A C I L I T Y  

 

Red Sea’s Jebel Ali Free Zone manufacturing facilitiy has an annual production capacity of over 95,000 m
2
. This facility is 

capable of producing the whole product range being offered by Red Sea using wood, steel and PVC materials. It was 

established in 1998G at the Jebel Ali Free Zone in Dubai, UAE to cope with the growing international demand for the 

Company’s products. 
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This facility primarily provides for the international operations of the Company. It is currently employing 551 personnel (478 

full time employees and 73 contracted labor) and is a modern and sophisticated facility equipped with the manufactured 

housing technology and equipment and has in house architectural and design capabilities. This facility also houses the PVC 

extrusion operations of Red Sea used to produce PVC panels for all of the manufacturing facilities of the Company as 

needed. 

 

The manufacturing machinery and equipment installed in this facility include welding machines, overhead hoists, compressors, 

fork lifts, sheet metal cutting and bending machines, assorted carpentry, electrical and plumbing tools and PVC extrusion 

machinery.  

 

 

4 . 9 . 4  A C C R A  M A N U F A C T U R I N G  F A C I L I T Y  

 

Red Sea, through its wholly-owned subsidiary Red Sea Housing Services (Ghana) Limited, recently established a new 

manufacturing facility in Accra, Republic of Ghana in West Africa to meet the strong and growing demand for its products 

and services in Africa. 

 

The new facility employs 275 full time employees and is mainly aimed at placing the Company’s manufacturing operations 

closer to its customers across Africa, to improve the time of delivery. This facility has been setup with an initial capacity of 

100,000 m
2
 per year and is planned to be equipped to produce wood, PVC, and steel based products. Due to the relative 

lack of steel fabrication capabilities in the area, this facility will include a steel fabrication department with the intent to 

produce, in addition to housing products, various steel fabricated structures utilized mainly in the oil & gas industries. This will 

be an add-on product to be offered to the Company’s customers in the oil & gas sector.  

 
Exhibit 4.7: Company’s Annual ProductioExhibit 4.7: Company’s Annual ProductioExhibit 4.7: Company’s Annual ProductioExhibit 4.7: Company’s Annual Productionnnn    

Fiscal Year Ended March 31Fiscal Year Ended March 31Fiscal Year Ended March 31Fiscal Year Ended March 31    
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G2004G2004G2004G    2005G2005G2005G2005G    

Company’s annual production (m
2
) 129,485 218,581 212,259 157,911 134,417 

Company’s annual production (units) 3,703 5,732 5,403 3,929 3,754 

Source: Red Sea 

 

 

4 . 1 0  P R O D U C T  D E V E L O P M E N T  

 

Product development plays an important role in the success of the company. Accordingly, over the past 3 year, the company 

developed new methods of production in order to: 

 

� Enhance the quality of the end product 

� Improve customer utility satisfaction 

� Reduce costs 

� Increase efficiency through reducing time consumption for production and installation. 

The conventional products utilized in the production are wood and metal; however, consequent to thorough product  

development initiative, the Company developed a new product utiliz ing PVC extrusion developed from polyethylene resin 

that has the capability to replace wood and metal and outperform these materials in many ways. The advantages of the new 

PVC product are: 

 

� Cheaper import and stocking requirements 

� The product is faster and easier to assemble 

� The product is fire, rust, and termite resistant. 

� Much less maintenance is required. 

� Extended life expectancy of the product. 

 

The new composite panel is being currently utilized in several Red Sea products (Please refer to section “Product Range”). 
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4 . 1 1  M A R K E T I N G  A N D  S A L E S  

 

Each manufacturing facility of the Company is responsible for sales in a particular area with exception in the situations where 

the project size or required product specifications might require the involvement of another facility. The areas usually served 

by the manufacturing facilities of the Company are: 

 

ExhibitExhibitExhibitExhibit 4. 4. 4. 4.8888: : : : Markets served by Red SeaMarkets served by Red SeaMarkets served by Red SeaMarkets served by Red Sea  Manufacturing Facilitie s Manufacturing Facilitie s Manufacturing Facilitie s Manufacturing Facilitie s    

Jebe l Ali Free Zone , UAEJebe l Ali Free Zone , UAEJebe l Ali Free Zone , UAEJebe l Ali Free Zone , UAE Jubail, Saudi ArabiaJubail, Saudi ArabiaJubail, Saudi ArabiaJubail, Saudi Arabia  Accra, GhanaAccra, GhanaAccra, GhanaAccra, Ghana 

Afghanistan Bahrain South America 

Azerbaijan Iraq West and South Africa 

India Jordan  

Iran Kuwait  

Kazakhstan Lebanon  

Kyrgyzstan Qatar  

North and East Africa Saudi Arabia  

Oman Syria  

Pakistan   

Tajikistan   

Turkmenistan   

United Arab Emirates   

Uzbekistan   

Yemen   

Source: Red Sea 

 

In reality, there might be overlapping of these sales areas served by different manufacturing facilities of the Company 

depending on the customer and factory production at the time of the projects. Different manufacturing facilities of the 

Company coordinate sales and production very closely, with some of the larger projects being supplied by more than one 

facility. Additionally, some projects are sold by one manufacturing facility with the production being carried out entirely at 

another manufacturing facility of the Company. This helps rationalize the capacity utilization of different manufacturing facilities 

of the Company. 

 

Each manufacturing facility has its own independent sales and production engineering departments. All design, engineering, 

and estimating works are performed in-house utilizing qualified civil, mechanical, electrical, and structural engineers supported 

by a staff of AutoCAD operators. 

 

The Company’s General Manager for International Business Development maintains and develops relationships with the 

existing customers, and looks for new opportunities in the targeted industries and beyond.  He also coordinates the 

Company’s effort in responding to the various requests for quotation with the necessary sales and marketing departments.  

 

 

4 . 1 1 . 1  M A R K E T I N G  A N D  S A L E S  S T R A T E G Y  

 

The basic philosophy behind the marketing and sales strategy of Red Sea is “Total Customer Satisfaction” and is based on 

two main principles: 

 

Clear marketing strategy driven by deep customerClear marketing strategy driven by deep customerClear marketing strategy driven by deep customerClear marketing strategy driven by deep customer insight: insight: insight: insight:    

 

� Careful targeting of the market segments and deep understanding of their characteristics 

� Clearly defining the objectives for each target segment 

� Understanding of the overall strategic fit between objectives for each target segment and the overall 

Company objectives 

� Understanding the specific needs of each customer and the drivers behind those needs 
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Distinctive vDistinctive vDistinctive vDistinctive va lue proposition with strong branding :a lue proposition with strong branding :a lue proposition with strong branding :a lue proposition with strong branding : 

 

� Clear understanding of the specific product features and services that satisfy the specific needs of the 

customers 

� Understanding of the key features that distinguish the Company’s products and services from the 

competition 

� Understanding of the customer service being offered by the Company 

� Clearly defined pricing strategy and understanding of the appropriate pricing levels for different 

products and services 

 

Red Sea is adopting many marketing and promotional means in order to achieve its objectives. Among these means are: 

 

Direct mDirect mDirect mDirect marketingarketingarketingarketing  

The Company initiates many direct marketing activities such as sending promotional packages to a list of customers by mail or 

email in order to increase awareness of the company. 

 

Event sEvent sEvent sEvent sponsorshipponsorshipponsorshipponsorship    

The Company is responsible for sponsoring events related to targeted industries. Among these events, Red Sea co-sponsored 

the Oil Barons’ event in Dubai which is a premier event in the oil industry. 

 

Customer dCustomer dCustomer dCustomer databaseatabaseatabaseatabase 

The marketing departments input all coordinates of potential and existing customers met during events and exhibitions in the 

Company’s customer database. Moreover, the marketing personnel try to maintain contact with the customers through direct 

marketing activities. 

 

OnlineOnlineOnlineOnline m m m marketingarketingarketingarketing     

One of the major channels utilized to establish contact and enhance awareness among customers was to launch Red Sea’s 

website (www.redseahousing.com) that promotes the company’s profile, products, services, achievements, and capabilities. 

 

Media mMedia mMedia mMedia marketingarketingarketingarketing    

Red Sea utilizes media, mainly specialized publications and magazines, to reach its customers. The specialized publications and 

magazines selected are mainly related to the targeted industries. Among these are the “Engineering News Record” and the 

“Pipeline Magazine”.  

    

Sales RSales RSales RSales Representa tive epresenta tive epresenta tive epresenta tive and Agentsand Agentsand Agentsand Agents    

Red Sea has sales representatives and agents located at strategic sites around the world. This is in order to be closer to the 

customers and to respond in a very timely manner with “boots on the ground”. These sales representatives and agents are 

located in Houston (USA), Calgary (Canada), Luanda, (Angola), Sanaa (Yemen), Doha (Qatar), and Tripoli (Libya). 

 

 

4 . 1 2  D I S T R I B U T I O N  &  L O G I S T I C S  

 

Red Sea has extensive warehousing and storage facilities at its current facilities in Jubail, Saudi Arabia Jebel Ali, UAE and Accra, 

Republic of Ghana. With a broad geographic presence, Red Sea has 20 years of experience in shipping and installing 

manufactured housing products in over 40 countries around the world. The table below describes the locations where Red 

Sea has provided housing solutions:   

 

 

 

 

 

 

 

 

 



 

28 

Exhibit 4Exhibit 4Exhibit 4Exhibit 4.9 : : : : Countries in which Countries in which Countries in which Countries in which Red SeaRed SeaRed SeaRed Sea has com has com has com has completed pleted pleted pleted ProjectsProjectsProjectsProjects    

1 – Albania 11 – Egypt 21 – Kenya 31 – Saudi Arabia 

2 – Algeria 12 – Equatorial Guinea 22 – Kuwait 32 – Somalia 

3 – Angola 13 – Eritrea 23 – Kyrgyzstan 33 – Sudan 

4 – Aruba 14 – Ethiopia 24 – Libya 34 – Syria 

5 – Azerbaijan 15 – Gabon 25 – Madagascar 35 – Tajikistan 

6 – Bahrain 16 – Ghana 26 – Nigeria 36 – Tanzania 

7 – Cameroon 17 – Greece 27 – Oman 37 – Turkmenistan 

8 – Chad 18 – India 28 – Pakistan 38 – U.A.E 

9 – Curacao 19 – Jordan 29 – Qatar 39 – Uzbekistan 

10 – Djibouti 20 – Kazakhstan 30 – Republic of Congo 40 – Yemen 

Source: Red Sea 

 

Red Sea products are shipped by land, sea or air, anytime, anywhere in the Middle East, Africa and Asia. The buildings are 

normally shipped in flat-packed format when possible, thereby minimizing shipping volume and overall shipping cost for the 

clients. Wet and mechanical areas such as bath cubes and kitchen modules are shipped fully assembled, thereby eliminating 

plumbing work at the site. Site installation can be carried out with a small crew under Red Sea supervision. 

 

 

4 . 1 3  D A B B A G H  G R O U P  ( T H E  S E L L I N G  S H A R E H O L D E R )  

 

Dabbagh Group Holding Company Limited (“Dabbagh Group”), a limited liability Company based in the Kingdom of Saudi 

Arabia is one of the Middle East’s leading business corporations, comprising more than 28 autonomous companies operating 

in various countries around the world. Operating successfully for over 40 years, Dabbagh Group was founded in 1962G by 

Mr. Abdullah Mohammed Ali Al-Dabbagh, its principal shareholder, who graduated from Cairo University in 1946G and 

became the first Agricultural Engineer and Minister for Agriculture in Saudi Arabia. A vision to contribute towards the needs 

of an emerging nation placed him among those who pioneered Saudi Arabia’s program of irrigation and cultivation. 

 

On leaving Government Service in 1962G, Mr. Abdullah Mohammed Ali Al-Dabbagh established his company based initially 

on Agriculture and Engineering and a philosophy of professional, strategic and long-term management thinking. By the turn of 

the century, Mr. Abdullah Mohammed Ali Al-Dabbagh’s vision of a global operating group of companies had been fully 

realized with 28 autonomous companies, operating in diverse businesses in several international markets. Today, Dabbagh 

Group‘s Portfolio is comprised of five diversified and strategic portfolios: 

 

� Real Estate Development  

� Food and Agriculture 

� Energy 

� Technology, Media & Telecommunications 

� Trade and Financial Services 
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5  C O R P O R A T E  S T R U C T U R E  
 

 

5 . 1  O R G A N I S A T I O N  O V E R V I E W  

 

Red Sea’s organisation is mainly reflective of its corporate make up designed along its manufacturing facilities as well as 

centrally provided support functions like internal audit, Investor relations, IT, marketing, sales, distribution, finance and 

accounting, legal, and business development.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. Don B. Sumner 2. Daniel M. Meikleham 3. Glen D. Warren 4. John N. Moon 

5. Kohinoor Noushad 6. Randy Gehol 7 . Jun Repato 8. Donnie B. Sumner 

9. Don B. Sumner 10. Mark M. Sumner 11. Craig Conklin 12. Mike Martinez 

13. Brian Goldberg 14. Patrick Cain 15. John Micock 16. Jerry McLaine 

17. Jay Castro 18. Yasser Samir 19. Russell Jahn 20. Demonthenes Palamos 

21. Zaldy Espino 22. Danilo Castillo 23. Donald Ardelian 24. Hugh Carey 

25. Mark Farrell 26. Paul Rainey 27. Ernesto Dayawon  

Source: Red Sea 

 

 

Exh ibit 5.1: Red Sea Organisation OverviewExhibit 5.1: Red Sea Organisation OverviewExhibit 5.1: Red Sea Organisation OverviewExhibit 5.1: Red Sea Organisation Overview    
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Red Sea is currently being managed through a combination of centrally provided services through the head office as well as 

decentralized management at the facilities level due mainly to the fact that the Company has multiple manufacturing facilities 

located at different places across the Middle East and Africa and complete centralization of operations is not feasible. 

 

The head officeThe head officeThe head officeThe head office  in Jubail in Jubail in Jubail in Jubail is led by the Company’s Managing Director who is the overall head of the Company’s 

management. He is supported by the Chief Financial Officer, General Manager – International Business Development, and 

General Manager – Administration of Red Sea. The head office of Red Sea is responsible mainly for the overall supervision of 

the Company’s business, setting its long term strategy, and business development objectives. Additionally, the head office of 

the Company currently provides a number of support services to all of its manufacturing facilities.  

 

The Jubail and The Jubail and The Jubail and The Jubail and AccraAccraAccraAccra  operations operations operations operations of Red Sea are organized and managed in a similar way with a General Manager (“GM”) of 

the facility being the overall head of the respective operation. The GM of each of these operations is supported and reported 

to by the Plant Manager, the Administration Manager, the Supply Chain Manager, the Field Construction Coordinator, and 

the Sales Manager. Though these managers report directly to the GM of their respective operation, in certain cases, they can 

directly coordinate with the central departments (e.g. finance, administration, business development, etc) at the head office on 

an as needed basis. 

 

The JThe JThe JThe Jebel Ali operationebel Ali operationebel Ali operationebel Ali operation is organized in a slightly different manner. The General Manager of this operation is supported by 

the Plant Manager, the Supply Chain Manager, the Quality Control Manager, the Safety / Health & Environment Manager, the 

Field Construction Coordinator, the Sales Manager, and the Shipping and Transportation Manager. Though these managers 

report directly to the GM of the Jebel Ali operation, in certain cases, they can directly coordinate with the central 

departments (e.g. finance, administration, business development, etc) at the head office on an as-needed basis. 

 

 

The Company is currently finalizing and intends to put in place upon completion of the Offering a new structure whereby the 

Board of Directors (the ”Board”) will rely on two specific committees, namely, the Audit Committee and the Governance, 

Compensation & Nomination Committee to monitor and enforce its new corporate governance policy. The Audit 

committee will be supported by the Internal Audit and the Investor Relations & Compliance functions. These functions do 

not report to the Managing Director but to the Board of Directors in order to ensure their independence. 

 

These committees will operate in accordance with applicable law, and the applicable CMA Listing Rules. The Board shall 

ensure that: 

� All committees have written and approved terms of reference explaining their roles and responsibilities; 

� Minutes are prepared for all meetings held and copies of such minutes are reviewed by the full Board; 

and 

� Each committee’s powers and authority is clearly specified. 

 

 

The Audit Committee  The Audit Committee  The Audit Committee  The Audit Committee  is    primarily role is to assist the Board in fulfilling its oversight responsibilities in respect to (a) the 

financial statements and other information provided by Red Sea to its stockholders (b) the Company's compliance with all 

legal and regulatory requirements, (c) the auditors' qualifications and independence and (d) the performance of the 

Company's financial management. 

 

The Governance , CompensationThe Governance , CompensationThe Governance , CompensationThe Governance , Compensation and Nomination and Nomination and Nomination and Nomination Committee Committee Committee Committee  is appointed by the Board of Directors to assist it in (i) 

identifying individuals qualified to become Board members and to recommend to the Board the director nominees, (ii) 

recommending to the Board the corporate governance guidelines, code of ethics and other policies, relating to corporate 

governance, and (iii) overseeing the Board's annual review of its performance (iv) approving and evaluating the compensation 

plans, policies, and programs of the Company. 

 

The Internal Audit’sThe Internal Audit’sThe Internal Audit’sThe Internal Audit’s primary role is to identify, monitor and report financial and operational risks. Its objective is to provide 

an independent assessment of the soundness of risk management strategies and practices, management control frameworks 

and practices, and information used for decision-making and reporting.   

 
The InThe InThe InThe Investor vestor vestor vestor RRRRelations & Compliance  functionelations & Compliance  functionelations & Compliance  functionelations & Compliance  function (i) ensures that the Company is compliant with the legal and regulatory 
requirements of the Capital Market Authority of the Kingdom of Saudi Arabia, (ii) overseas all public communications 

ensuring that price sensitive information is properly handled (iii) prepares and distributes annual and interim financial reports 
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prepared by the investor relations team (iv) acts as a primary contact for Red Sea’s shareholders (v) keeps the public and the 

Company’s shareholders well informed of all major developments within the Company through publicly announced financial 
performance reports, and annually at the Company’s Annual General Assembly. 

 
 

5 . 2  B O A R D  O F  D I R E C T O R S  

 

The purpose of the Company’s Board of Directors (“Board of Directors”) is to provide effective guidance and 

implementation of internal controls to safeguard the interests of the Company. 

 

Red Sea believes strongly that good corporate governance is a requirement for the Company's long-term business success. 

The Company’s success to date has been the direct result of the Company's key business strategies and the highest business 

standards. The Board will have the necessary authority and practices in place to review and evaluate the Company’s 

operations and to make decisions that are independent of the Company’s management. 

 

The Board of Directors is ultimately responsible for defining and implementing the corporate policies of the Company, 

appointment of executive officers and authorized signatories of the Company, and supervision over the Company’s 

management. The Board of Directors is also responsible for organizing the Shareholders’ meetings and carrying out 

Shareholders’ resolutions. 

 

The Composition of the Company’s Board of Directors is as follows: 

 

Exhibit 5.Exhibit 5.Exhibit 5.Exhibit 5.2222: Directo: Directo: Directo: Directorsrsrsrs    

NameNameNameName     TitleTitleTitleTitle     

1. Dr. Majid Abdullah Al Kassabi Chairman 

2. Engr. Hussein Abdullah Mohammed Ali Al Dabbagh Director 

3. Mr. Jamal Abdullah Mohammed Ali Al Dabbagh Director 

4. Mr. Don Brown Sumner Managing Director 

5. Mr. John Hugh Parry Director 

6. Mr. Mohammed Husnee Jazeel Director 

7. Mr. Tareq Abboud Hassan Director 

8. * Director 

9. * Director 

*To be appointed as independent members by the Shareholders in the Conversion General Assembly to take place following the 

Offering 

Source : Red Sea 

 

The Company shall be managed by a Board of Directors composed of nine (9) members to be appointed by the Ordinary 

General Assembly for a term of three years.  

 

 

The following are short biographies of the Directors: 

 

Dr. Majid Abdullah Al KassabiDr. Majid Abdullah Al KassabiDr. Majid Abdullah Al KassabiDr. Majid Abdullah Al Kassabi    
Chairman, Saudi 

Dr. Majid Abdullah Al Kassabi, aged 45 years, Saudi national, holds a Ph.D degree in Engineering Management (with honors) 

from Missouri University, USA (1985G), a master degree in Engineering Management (with honors) from Missouri University, 

USA (1983G), a master degree in Civil Engineering (with honors) from Berkley University, USA (1982G), and a bachelor 

degree in Civil Engineering (honors) from Portland University, USA (1981G). His professional experience includes Assistant 

Professor in Industrial Engineering department of College of Engineering at King Abdul Aziz University Jeddah, Director 

General of Kara Construction Est, Secretary General of Jeddah Chamber of Commerce & Industries, and Director General of 

Sultan bin Abdulaziz Al-Saud Foundation. His current memberships include: 

 

� Board Member, Saudi Cables Company, 1420H to date  

� Member of Foundation, Board of Directors of Jeddah Holding Company  
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� Board Member, The Savola Group, June 2001G to date  

� Board Member, Almarai Company 

� Board Member, General Ports Authority, 1420H to date 

� Board Member, Al-Furousiya at Holy Makkah Area 1420H to date 

� Board Member of Saudi Council of Engineering 

� Consultative Organization for Economical Affairs Higher Economical Council 

� Higher Organization for developing “Hail” Region 

 

 

Engr. Hussein AbdullahEngr. Hussein AbdullahEngr. Hussein AbdullahEngr. Hussein Abdullah Mohammed Ali Al Dabbagh Mohammed Ali Al Dabbagh Mohammed Ali Al Dabbagh Mohammed Ali Al Dabbagh    
Director, Saudi 

Engr. Hussain Abdullah Mohammed Ali Al Dabbagh, aged 54 years, Saudi national, holds a Bachelor degree in Civil 

Engineering from University of Texas in Arlington, USA (1983G). He is a member of the Saudi Engineering Committee and is 

Managing Director of the Consulting and Engineering Bureau, Managing Supervisor of REEM (a Dabbagh Group company), a 

Manager of Tanmiah Commercial Group Company Limited and General Manager of: 

 

� Advanced Petroleum Services Limited 

� Express Quality Automotive Services Company Limited 

� Gulf Power International 

� International Saudi Logistics and Electronics Company Limited 

� National Scientific Company 

� Gulf Cooperation Insurance Company 

� International Projects Developers 

 

He is also a member of the board of directors of Dabbagh Group Holding Company Limited. 

 

Mr. Jamal Mr. Jamal Mr. Jamal Mr. Jamal Abdullah Mohammed Ali AlAbdullah Mohammed Ali AlAbdullah Mohammed Ali AlAbdullah Mohammed Ali Al Dabbagh Dabbagh Dabbagh Dabbagh    
Director, Saudi 

Mr. Jamal Abdullah Mohammed Ali Al Dabbagh, aged 45 years, Saudi national, holds a Master of Business Administration 

degree from King Saud University, Saudi Arabia (1999G). He is Agricultural Committee Member at Chamber of Commerce 

Riyadh – Poultry Committee, member of the Saudi Cooperative Association of Poultry Producers, Managing Director of 

Supreme Foods Company, a Manager of Tanmiah Commercial Group Company Limited and General Manager and member 

of the board of directors of Dabbagh Group Holding Company Limited. He is also a member of the board of directors of the 

Pure Breed Chicken Company. 

 

Don Brown SumnerDon Brown SumnerDon Brown SumnerDon Brown Sumner    
Managing Director, American    
Don Brown Sumner, aged 53 years, American National, joined Red Sea in 1986G. He has a thirty-two years work experience 

in the manufactured housing and construction business, with twenty-seven years of that in the Middle East, Saudi Arabia, and 

the CIS (Kazakhstan). Over the last twenty years, he has built Red Sea to its present level leading the Company’s 

management team and manages the Jebel Ali manufacturing operations of Red Sea. He holds a high school degree from the 

United States of America. 

 

Mr. JoMr. JoMr. JoMr. John Hugh Parryhn Hugh Parryhn Hugh Parryhn Hugh Parry    
Director, British 

Mr. John Hugh Parry, aged 60 years, British National, is Chief Operating Officer of Dabbagh Group, and serves as a member 

of the Dabbagh Group’s Executive Committee. Prior to his appointment as Chief Operating Officer, he served as Vice 

President for Strategic Operations, and was responsible for the Dabbagh Group’s overall strategic development. Prior to that, 

and for over nine years, he served as head of the Dabbagh Group’s Food & Agriculture Portfolio. He has previously served as 

Sales & Marketing Director of Moy Park Foods Ltd. and Commercial Director of Sims Food Group Plc. He studied Business 

Administration in Wales, and is a member of both the British Institute of Management and the Chartered Institute of 

Marketing. 
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MMMMr. Mohammed Husnee Jazeelr. Mohammed Husnee Jazeelr. Mohammed Husnee Jazeelr. Mohammed Husnee Jazeel    
Director, Sri Lankan 

Mr. Mohammed Husnee Jazeel, aged 46 years, Sri Lankan National, is currently the Chief Financial Officer of Dabbagh Group. 

He is a fellow of the Chartered Institute of Management Accountants, UK (2003G) and counts nearly 25 years of experience 

in the fields of audit practice, corporate finance and general management. Prior to joining Dabbagh Group, he had a successful 

career at PricewaterhouseCoopers, serving them with professional achievements in the many countries where he was based: 

Sri Lanka, Singapore and Malawi. He also serves as a director of many other overseas subsidiaries and affiliates of the 

Dabbagh Group. 

 

Mr. Tareq Abboud HassanMr. Tareq Abboud HassanMr. Tareq Abboud HassanMr. Tareq Abboud Hassan    
Director, Jordanian 

Mr. Tareq Abboud Hassan, aged 35 years, Jordanian National is General Counsel of Dabbagh Group, and serves as a 

member of the Group’s Executive Committee. He has responsibility for all legal matters affecting Dabbagh Group companies. 

Prior to joining Dabbagh Group, he was a Senior Associate in the Jeddah office of White & Case LLP. Prior to that, he was an 

Associate in the Corporate and Energy Practice Groups of Stroock & Stroock & Lavan LLP in New York City. He holds a 

Doctor of Law degree from Georgetown University (1995G), a Master of Law degree from the London School of Economics 

and Political Science (1998G), and a Bachelor of Arts degree from Columbia University (1992G). He is also a graduate of 

Deerfield Academy and The Eaglebrook School. He was admitted to the New York Bar in 1998, and is a member of the 

New York City and American Bar Associations. 

 

 

5 . 3  E X E C U T I V E  M A N A G E M E N T  

 

Red Sea is managed by a highly experienced and qualified management team with a vast array of experience in both the 

Middle Eastern and international markets, operating under a transparent and accountable corporate culture. The current 

senior management team is as follows: 

 
Exh ibit 5.Exh ibit 5.Exh ibit 5.Exh ibit 5.3333: Red Sea : Red Sea : Red Sea : Red Sea ExecutiveExecutiveExecutiveExecutive Management Management Management Management    

NameNameNameName    TitleTitleTitleTitle    Nationa lityNationa lityNationa lityNationa lity    
Age Age Age Age 

(Years)(Years)(Years)(Years)    

Service with Red Sea  Service with Red Sea  Service with Red Sea  Service with Red Sea  

(Years)(Years)(Years)(Years)    

Don B. Sumner Managing Director of Red Sea and General 

Manager of Jebel Ali Operations 

USA 53 20 

Daniel M. Meikleham Chief Financial Officer of Red Sea UK 62 0.5 

Glen D. Warren General Manager International Business 

Development of Red Sea 

USA 56 19 

John N. Moon General Manager Administration of Red Sea USA 58 20 

Donnie B. Sumner General Manager of Jubail Operations USA 33 14 

Mark M. Sumner General Manager of Accra Operations USA 43 15 

Craig Conklin Plant Manager of Jubail Plant USA 37 10 

Patrick Cain Plant Manager of Jebel Ali Operations Canada 39 4 

Jerry McLaine Plant Manager of Accra Operations Canada 37 1 

Source: Red Sea 

 

 

Don B. SumnerDon B. SumnerDon B. SumnerDon B. Sumner    
Managing Director of Red Sea and General Manager of Jebel Ali Operations 

(Please refer to section “Board Of Directors”) 
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Daniel M. MeiklehamDaniel M. MeiklehamDaniel M. MeiklehamDaniel M. Meikleham    
Chief Financial Officer of Red Sea 

Daniel M. Meikleham has been retained by Red Sea as the Company’s CFO. He has forty-six years of experience in various 

industries, including Industrial Manufacturing, Military, Industrial Relations, Insurance, Management Consulting, Risk 

Management, Securities, IT, Corporate Finance and Compliance in both private and public corporations. He has held positions 

as Director of Finance and CFO of US and Canadian public and private corporations. He studied commercial practice and 

finance at the Central College of Commerce and Distribution, Glasgow, Scotland and advanced management and internal 

audit courses with the Royal London Mutual Insurance Society, City of London, In 1973G, he emigrated to Canada where he 

studied Insurance and Risk Management at the University of Calgary, Canada. 

 

Glen D. WarrenGlen D. WarrenGlen D. WarrenGlen D. Warren    
General Manager International Business Development of Red Sea 

Glen D. Warren joined Red Sea in 1986G. He has twenty-nine years of overall experience in construction, maintenance, and 

operations with twenty-one years in the Middle East (Kuwait, Yemen, and Saudi Arabia). He is responsible for setting 

standards of marketing and on-site civil works. His qualifications include Certificate in Civil Engineering from US Air Force 

Technical School, Certificate in Contract Law from George Washington University, Certificate in Contract Administration 

from George Washington University, Diploma in Project Management from George Washington University, and Bachelor of 

Science in Business Administration from Robert Kennedy University, United States of America in 2000G. 

 

John N. MoonJohn N. MoonJohn N. MoonJohn N. Moon    
General Manager Administration of Red Sea 

John N. Moon joined Red Sea in 1986G. He has thirty-one years experience in the Manufactured Housing industry with 

twenty-two years in the Middle East, Africa, and the CIS. He has the overall responsibility of the human resources and 

administration functions within Red Sea. John holds bachelor’s degree in Industrial Engineering from the Georgia Institute of 

Technology in 1971G and a Masters of Business Administration from Georgia State University, United States of America in 

1972G.  

 

Donnie B. SumnerDonnie B. SumnerDonnie B. SumnerDonnie B. Sumner    
General Manager of Jubail Operations 

Donnie B. Sumner joined Red Sea in 1991G. He has fourteen years experience in the manufactured housing industry 

including field erection and operations. Donnie has recently taken responsibility for all the Jubail Operations. He holds a high 

school degree from the United States of America. 

 

Mark M. SumnerMark M. SumnerMark M. SumnerMark M. Sumner    
General Manager of Accra Operations 

Mark M. Sumner joined Red Sea in 1990G. He has twenty years experience with fifteen years in Saudi Arabia in the field of 

modular building production, field construction, and maintenance. He has recently been relocated from Jubail, Saudi Arabia 

where he had supervision responsibilities for all the manufacturing and construction operations in Saudi Arabia. He is now 

responsible for all the Company’s operations in Accra Republic of Ghana. He holds a high school degree from the United 

States of America. 

 

Craig ConklinCraig ConklinCraig ConklinCraig Conklin    
Plant Manager of Jubail Operations 

Craig Conklin joined Red Sea in 1995G. He has ten years experience in the production and installation of modular buildings. 

He is responsible for the production operations at the Jubail plant in Saudi Arabia. Prior to joining Red Sea, he served with 

Ocala and Florida Fire Department. He holds a high school degree from the United States of America. 

 

Patrick CainPatrick CainPatrick CainPatrick Cain    
Plant Manager of Jebel Ali Operations 

Patrick Cain joined Red Sea in 2001G. He has fifteen years experience in all aspects of factory built housing including field 

erection and operations. He is responsible for production in the Jebel Ali plant and field operations. He holds a diploma in 

Inventory Control & Supply Chain Management from the Okanogan University College, and a degree in Business 

Administration & Marketing Management from the Southern Alberta Institute of Technology, Canada. 
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Jerry McLaineJerry McLaineJerry McLaineJerry McLaine    
Plant Manager of Accra Operations 

Jerry McLaine joined Red Sea in 2005 following the expansion of the Company’s manufacturing operations to Republic of 

Ghana. His responsibilities include production planning, resource allocation, budgeting, performance management, recruiting, 

direct supervision, coaching and technical training at the Republic of Ghana operations of the Company. He holds a BSc 

Chemistry degree (1991G) from Saint Francis Xavier University and an MBA (2006G) from Athabasca University, Canada. 

 

 

5 . 4  E M P L O Y E E S  

 

Red Sea currently employs 968 full time personnel with varying degrees of experience and relevant expertise in the 

production of manufactured houses or related support functions including marketing, sales, finance, accounting, procurement, 

and general administration. A large number of Red Sea employees have experience and expertise in multiple functions 

providing operating flexibility to cope with demand fluctuations and dealing with contingencies. 

 

The Red Sea work force comprises a diverse mix of nationalities and backgrounds creating a unique atmosphere for cross-

fertilization of ideas. This work force is spread across different manufacturing, sales, and support facilities as well as site offices 

to provide construction and erection along with a host of other value added services to the customers. The distribution of full 

time work force of the Company across different operations for the fiscal years ended March 31, 2003G, 2004G, and 2005G 

is set out in the table below. 

 
Exhibit 5.Exhibit 5.Exhibit 5.Exhibit 5.4444: : : : Fu ll Time Fu ll Time Fu ll Time Fu ll Time Employees’ Breakdown by OperationEmployees’ Breakdown by OperationEmployees’ Breakdown by OperationEmployees’ Breakdown by Operation        

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     Eight months ended November 30Eight months ended November 30Eight months ended November 30Eight months ended November 30         
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G2004G2004G2004G    2005G2005G2005G2005G    

Jubail, Saudi Arabia 
225 225 212 218 215 22.2% 

Jebel Ali Free Zone, UAE 
334 384 418 400 478 49.4% 

Jeddah, Saudi Arabia 
60 0 0 0 0 0.0% 

Accra Operation 
0 0 0 0 275 28.4% 

TotalTotalTotalTotal    
619619619619    609609609609    630630630630    618618618618    968968968968    100%100%100%100%    

Source: Red Sea 

 

The following table highlights the breakdown of the Company’s full time employees by function as of November 30, 2005G. 

 
Exhibit 5.5: Fu ll Time Employees’ Breakdown by FunctionExhibit 5.5: Fu ll Time Employees’ Breakdown by FunctionExhibit 5.5: Fu ll Time Employees’ Breakdown by FunctionExhibit 5.5: Fu ll Time Employees’ Breakdown by Function    

Eight months ended November 30, 2005GEight months ended November 30, 2005GEight months ended November 30, 2005GEight months ended November 30, 2005G    
    

ProductionProductionProductionProduction     Support*Support*Support*Support*    Tota l EmployeesTota l EmployeesTota l EmployeesTota l Employees    

Jubail, Saudi Arabia 
193 22 215 22.2% 

Jebel Ali Free Zone, UAE 
454 24 478 49.4% 

Accra Operation 
259 16 275 28.4% 

TotalTotalTotalTotal    
906906906906    62626262    968968968968 100%100%100%100% 

* Includes (Human resources, finance, IT, etc…)  

Source : Red Sea 

 

 

In addition to the full time employees as shown in “Exhibit 5 .4”, Red Sea contracts certain amount of work force through 

employment agencies.  
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The following table highlights the breakdown of total Red Sea work force as of November 2005G including the full time 

employees, contracted labor and total number of employees by operation. 

 
Exhibit 5.Exhibit 5.Exhibit 5.Exhibit 5.6666: : : : TotalTotalTotalTotal    Employees’ Breakdown by OperationEmployees’ Breakdown by OperationEmployees’ Breakdown by OperationEmployees’ Breakdown by Operation    

Eight months ended November 30, 2005GEight months ended November 30, 2005GEight months ended November 30, 2005GEight months ended November 30, 2005G    
    

Full Time EmployeesFull Time EmployeesFull Time EmployeesFull Time Employees    Contracted LaborContracted LaborContracted LaborContracted Labor    Total EmployeesTotal EmployeesTotal EmployeesTotal Employees    

Jubail, Saudi Arabia 
215 274 489 37.2% 

Jebel Ali Free Zone, UAE 
478 73 551 41.9% 

Accra Operation 
275 0 275 20.9% 

TotalTotalTotalTotal    
968968968968    347347347347    1,3151,3151,3151,315    100%100%100%100%    

Source: Red Sea 

 

In order to ensure high employee motivation and better alignment of interests of the Company’s employees and 

Shareholders, Red Sea distributes 10% of its Profit before Zakat and management bonus among its employees (Please refer 

to section “Remuneration of Directors and Management”). The employee bonus amounted to SAR 8.6 million for the fiscal 

year ended March 31, 2005G and SAR 6.6 million for the fiscal years ended March 31, 2004G. This is in addition to the 

regular salaries paid to the employees of the Company. 

 

Due to the global nature of Red Sea’s operations, the Company complies with Saudi Law for Saudi Workers, UAE Law for 

Dubai workers and the Republic of Ghana Law for Ghana Workers. 

 

The total number of Saudi nationals employed in the Jubail operation amounted to 45 as of November 30, 2005G, which is 

equivalent to 21% of the Company’s workforce in Saudi Arabia. 

 

Red Sea complies fully with the saudization requirements, and received a saudization certificate from the Ministry of 

Employment dated 6/2/1427H. 

 

 

5 . 5  C O R P O R A T E  G O V E R N A N C E  

 

Good corporate governance is seen as crucial to the success of the Company which requires the implementation of a clear 

framework for transparency and disclosure to ensure that the Board of Directors acts in the best interests of the 

Shareholders and present a fair and true picture of the Company’s financial condition and results of operations.  

 

The Company is currently finalizing and intends to put in place upon completion of the Offering a formal corporate 

governance policy with a view to ensuring that the Company’s corporate governance guidelines meet high standards. Such a 

framework will have a positive impact for all the stakeholders of the Company including Shareholders, employees, and the 

society among others.  

 

The following is a summary of Red Sea’s proposed corporate governance framework: 

 

Shareholders’ General AssemblyShareholders’ General AssemblyShareholders’ General AssemblyShareholders’ General Assembly    

Shareholders shall be kept well informed of all major developments within the Company through extensive interaction, 

provision of periodic financial performance reports, and promoting the participation of non-institutional Shareholders in the 

Company’s Annual General Assembly. 

 

Board of DirectorsBoard of DirectorsBoard of DirectorsBoard of Directors    

A competent Board of Directors shall be ultimately responsible for running the Company, to provide effective leadership and 

maintain a sound system of internal controls to safeguard the interests of the shareholders of the Company. 
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Independent Independent Independent Independent Non Executive Non Executive Non Executive Non Executive DirectorsDirectorsDirectorsDirectors    

To further improve the governance structure, 2 independent directors will be nominated. Independent directors refer to the 

directors who hold no posts in the Company other than the position of director, and who maintain no relations with the 

Company and its major shareholder that might prevent them from making objective judgment independently. 

    

Cha irman and Cha irman and Cha irman and Cha irman and Manag ing DirectorManag ing DirectorManag ing DirectorManag ing Director    

Clear guidelines will be provided as to the responsibility sharing between the Managing Director and the Chairman of the 

Board, in order to ensure a balanced power-sharing and authority. 

 

Board’Board’Board’Board’s Balances Balances Balances Balance    

The majority of the Board of Directors shall be non-executive directors (these directors will hold no posts in the Company 

other than the position of director) in order to provide objectivity and balance to the Board of Directors’ decision making 

process. 

 

Presentation of F inancial and Other In formationPresentation of F inancial and Other In formationPresentation of F inancial and Other In formationPresentation of F inancial and Other In formation     

The Board of Directors’ shall be responsible for presenting to the Shareholders a true and fair picture of the Company’s 

financial performance. Additionally, there shall be a mechanism in place to ensure that the Board of Directors receives the 

relevant information in a timely fashion, to enable it to effectively fulfill its obligations. 

 

Appointment and ReAppointment and ReAppointment and ReAppointment and Re ----e lection to the  Board of Directorse lection to the  Board of Directorse lection to the  Board of Directorse lection to the  Board of Directors    

A formal and transparent mechanism will be put in place at the Company for the appointment of new directors. Additionally, 

all directors shall be required to submit themselves for re-election every 3 years. 

 

Committees of the  Board of DirectorsCommittees of the  Board of DirectorsCommittees of the  Board of DirectorsCommittees of the  Board of Directors    

The Board of Directors shall form committees to enable it to ensure better management of the Company. The Board of 

Directors shall ensure that: 

 

� All committees have written and approved terms of reference explaining their roles and responsibilities; 

� Minutes are prepared for all meetings held and copies of such minutes are reviewed by the full Board; 

and 

� Each committee’s powers and authority is clearly specified. 

 

Code of conduct and business e th icsCode of conduct and business e th icsCode of conduct and business e th icsCode of conduct and business e th ics    

The Company’s "Code of Conduct and Business Ethics" manual sets out internal guidelines, controls and procedures 

regarding employee conduct. Employee misconduct could result in violation of law by the Company, regulatory sanctions, 

financial liability and/or serious damage of reputation to Red Sea. The Company will always consider an act of employee 

misconduct as a very serious matter and will be swiftly dealt with in a prudent manner. The Red Sea "Code of Conduct and 

Business Ethics" manual has been and will be distributed to all Directors, Managers and supervisors of Red Sea. It is a 

condition of employment for all employees to acknowledge receipt and acceptance of Red Sea's Code of Conduct. 

 

 

5 . 6  R E M U N E R A T I O N  O F  D I R E C T O R S  A N D  M A N A G E M E N T  

 

Compensation of the members of the Board of Directors will be determined by the remuneration committee after the 

approval of the Ordinary General Meeting in accordance with the official decisions and instructions issued in this regard, 

within the limits of the provisions of the Companies Regulations and the laws or regulations complementary thereto. 

 

The Board of Directors is responsible for submitting a report to the Ordinary General Assembly furnishing a statement of all 

payments received by the members of the Board of Directors during the fiscal year, including salaries, profit share, attendance 

allowances, expenses and other benefits. The report also includes a statement of payments made for any technical, 

administrative or consultancy work carried out by any member of the Board of Directors. 

 

According to their employment agreements, the Managing Director, the General Manager Accra Operations, and the General 

Manager Jubail Operations are each entitled to a fixed monthly salary as well as to an annual incentive bonus of 2.7% of the 

Company’s income before Zakat. Pursuant to their employment agreements, the executives undertake for a period of two 
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(2) years following the termination of their employment for whatever reason, not to directly or indirectly act as an employee 

for any legal entity, which is in competition with the Company, induce any employee of the Company to work for another 

entity, or enter into a contract with a customer of the Company. The Company requires each employee to keep confidential 

all information or data, which may be disclosed to him in connection with the duties entrusted to him. The Executive 

Employment Agreements are governed by the laws and regulations of the Kingdom of Saudi Arabia, Dubai and the Republic 

of Ghana. 

 
The total remuneration of the Executive Management for the two fiscal years ended 31 March 2005G, and 2004G amounted 
to SAR 15.2 million and SAR 13.1 million respectively. The remuneration includes basic salaries, bonuses and all company 

benefits, such as housing and education fees. Additionally, the total remuneration of the Executive Management for the eight 

months ended November 30, 2005G and 2004G amounted to SAR 11.7 million and SAR 10.9 million respectively. 

 

Save as disclosed herein, no commissions, discounts, brokerages, or other non-cash compensation were granted within the 

last two years immediately preceding the application for listing in connection with the issue or sale of any Red Sea securities 

to  any director, proposed director, senior executive, promoter or experts. 

 

Save as disclosed herein, there are no contracts or arrangements in effect or contemplated at the time of submission of the 

Prospectus in which the Managing Director, CFO or a director or any relatives of any of them is materially interested and 

which is significant to the business of Red Sea. 
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6  A U D I T O R ’ S  R E P O R T  
 

 

The audited financial statements for the fiscal years ended March 31, 2003G, and 2004G and the notes thereto have been 

audited by Sami E. Farah, Abdulhamid M. Bushnaq & Partner, member firm of Ernst & Young International Limited, 

independent auditors of Red Sea at such time. These reports will be available for inspection at Red Sea’s head office in Red 

Sea Housing Services Company.  

 

The audited financial statements for the fiscal year ended March 31, 2005G, and for the eight months ended November 30, 

2005G and the notes thereto have been audited by Al Juraid & Company, member firm of PricewaterhouseCoopers, 

independent auditors of Red Sea, as stated in their report appearing herein. (Please refer to section “Auditor’s Report” page 

47) 

 

The pro-forma condensed consolidated financial statements for the eight months ended November 30, 2005G and the 

special purpose auditors’ report have been prepared by Al Juraid & Company, member firm of PricewaterhouseCoopers, as 

stated in their report appearing herein. (Please refer to section “Auditor’s Report” page 40) 

 

The AJC/PwC report included in this offering document relates to the Company’s historical financial information only.  
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7  M A N A G E M E N T ’ S  D I S C U S S I O N  &  A N A L Y S I S  O F  
F I N A N C I A L  C O N D I T I O N  A N D  R E S U L T S  O F  
O P E R A T I O N S  

 

 

The fo llowing discussion and analysis of Red Sea’s financial condition and results of operations is based upon and should be read in 

conjunction with the audited financial statements of Red Sea as at and for the years ended 31 March 2003, 2004, which have been 

audited by Sami E. Farah, Abdulhamid M. Bushnaq & Partners; as well as the audited financial statements of Red Sea as at and for 

the year ended 31March 2005G and the first  e ight months ended November 30 2005G, which have been audited by Al Juraid & 

Company, member firm of PricewaterhouseCoopers. 

 

The Management’s Discussion and Analysis of Financial Condition and Results of Operations section contains forward-looking 

statements that involve risks and uncertainties. Actual results for the Company could differ materially from those contemplated by 

these forward-looking statements as a result of various factors, including those discussed below and elsewhere in this Prospectus, 

particularly under the heading “Risk Factors”. 

 

 

7 . 1  D I R E C T O R S ’  D E C L A R A T I O N  F O R  F I N A N C I A L  I N F O R M A T I O N  

 

Red Sea confirms that it has sufficient working capital for the twelve (12) months immediately following the date of this 

Prospectus. 

 

The Directors declare that the financial information presented in the Prospectus is extracted without material change from 

the Audited Financial Statements and that the Audited Financial Statements have been prepared in accordance with SOCPA 

Accounting Standards. 

 

Save as disclosed herein, the directors declare that there has been no material adverse change in the financial or trading 

position of the company during the last two (2) years  ending March 31 2005G, 2004G, and from November 30, 2005G until 

the date of publication of the prospectus.  

 

Save as disclosed herein, the Directors, the Directors, the Managing Director, and the Company Secretary declare as of the 

date of the Prospectus that they have not at any time been bankrupt or been subject to bankruptcy proceedings. 

 

Save as disclosed herein, the directors and senior management team declare that they do not have any powers allowing them 

to borrow from the issuer.  
 

Save as disclosed herein, neither the senior executives nor the secretary or any of their relatives and affiliates have a direct or 

indirect interest in the shares of the Company. 
 

The Directors further declare that there has not been any interruption in the business of the issuer and the group which may 
have or have had a significant effect on the financial position in the last 12 months. 

 

In addition, the Management declares that there are no mortgages, rights, and charges on the Company’s properties as of the 

date of this Prospectus. 
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7 . 2  O V E R V I E W  

 

Exhibit 7.1: Ownership Structure  of Red SeaExhibit 7.1: Ownership Structure  of Red SeaExhibit 7.1: Ownership Structure  of Red SeaExhibit 7.1: Ownership Structure  of Red Sea     

PrePrePrePre----OfferingOfferingOfferingOffering        PostPostPostPost----OfferingOfferingOfferingOffering     
    

SharesSharesSharesShares    PercentPercentPercentPercent    Capital (SAR)Capital (SAR)Capital (SAR)Capital (SAR)****        SharesSharesSharesShares    PercentPercentPercentPercent    Capital (SAR)Capital (SAR)Capital (SAR)Capital (SAR)****    

Dabbagh Group Holding 

Company Limited 24,300,000 81.00% 243,000,000  15,300,000 51.00% 153,000,000 

Tanmiah Commercial Group 1,200,000 4.00% 12,000,000  1,200,000 4.00% 12,000,000 

Supreme Foods Company 

Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

National Scientific Company 

Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Marketing and Commercial 

Agencies Company Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Offering Subscribers 0 0.00% 0  9,000,000 30.00% 90,000,000 

TotalTotalTotalTotal    30303030,000,000,000,000,000,000,000,000    100.00%100.00%100.00%100.00%    300,000,000300,000,000300,000,000300,000,000         30303030 ,000,000,000,000,000,000,000,000    100.00100.00100.00100.00%%%%    300,000,000300,000,000300,000,000300,000,000    

*SAR 10 par value/share 

Source : Red Sea 

 

The purpose of the Company is to use its extensive range of products and the strategic location of its manufacturing facilities 

to provide tailored manufactured housing products and solutions to meet the specific needs of its diverse clientele. 

Competitive pricing, quick delivery, and value added services are stressed upon to achieve competitive advantage against the 

competition to provide both turnkey solutions as well as stand alone products. The Company currently has three 

manufacturing facilities located in the Kingdom of Saudi Arabia, the UAE, and the Republic of Ghana.  

 

Pursuant to the Partners Resolution signed by the Existing Shareholders and notarized before the Notary Public of the 

Chamber of Commerce and Industry in the Eastern Province on 29/6/1427H (Corresponding to 25/7/2006G), the Capital of 

the company was increased from SAR 3 million (consisting of 3 ,000 Shares at a nominal value of SAR 1,000 each) to SAR 

300 million (consisting of 30,000,000 Shares at a nominal value of SAR 10 each) through a transfer of SAR 147 million from 

retained earnings as of November 30, 2005G and the injection of SAR 150 million in new capital by the Dabbagh Group, on 

December 4, 2005G. 

 

 

7 . 3  R E S U L T S  O F  O P E R A T I O N S  

 

The following table shows a summary of Red Sea’s results of operations for the fiscal years ended March 31, 2003G, 2004G, 

and 2005G as well as eight months ended November 30, 2004G and 2005G. 
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Exhibit 7.2: Results of Operations (SAR 000s)Exhibit 7.2: Results of Operations (SAR 000s)Exhibit 7.2: Results of Operations (SAR 000s)Exhibit 7.2: Results of Operations (SAR 000s)    

Fiscal Year Ended March 31Fiscal Year Ended March 31Fiscal Year Ended March 31Fiscal Year Ended March 31    
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Revenues 177,126 394,763 421,624 307,681 273,184 

Cost of Revenues (126,326) (287,486) (278,571) (200,724) (163,080) 

Gross ProfitGross ProfitGross ProfitGross Profit    50,80050,80050,80050,800     107,277107,277107,277107,277     143,053143,053143,053143,053    106,957106,957106,957106,957    110,104110,104110,104110,104     

Selling and Marketing (13,988) (15,969) (27,832) (20,998) (16,774) 

General and Administrative (15,487) (29,879) (18,282) (13,350) (14,225) 

Reversal of Excess Accruals - - - - 14,700 

Financial Income (Charges) - Net (44) (154) 1,180 332 835 

Other Income 2,064 3,736 2,325 1,650 2,991 

Income Before ZakatIncome Before ZakatIncome Before ZakatIncome Before Zakat    23,34523,34523,34523,345     65,01165,01165,01165,011    100,444100,444100,444100,444    74,59174,59174,59174,591    97,63197,63197,63197,631    

Zakat (612) (1,981) (2,511) (1,854) (4,571) 

Net IncomeNet IncomeNet IncomeNet Income     22,73322,73322,73322,733     63,03063,03063,03063,030    97,93397,93397,93397,933     72,73772,73772,73772,737    93,06093,06093,06093,060    

*Unaudited Financials 

Source : Red Sea Audited Financial Statements, Figures are rounded 

 
Exhibit 7.3: Results of Operations (% of Revenues)Exhibit 7.3: Results of Operations (% of Revenues)Exhibit 7.3: Results of Operations (% of Revenues)Exhibit 7.3: Results of Operations (% of Revenues)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Revenues 100.0% 100.0% 100.0% 100.0% 100.0% 

Cost of Revenues (71.3)% (72.8)% (66.1)% (65.2)% (59.7)% 

Gross Profit 28.7% 27.2% 33.9% 34.8% 40.3% 

Selling and Marketing (7.9)% (4.0)% (6.6)% (6.9)% (6.1)% 

General and Administrative (8.7)% (7.6)% (4.3)% (4.3)% (5.2)% 

Reversal of Excess Accruals - - - - 5.4% 

Financial Income (Charges) - Net (0.0)% (0.0)% 0.3% 0.1% 0.3% 

Other Income 1.2% 0.1% 0.6% 0.5% 1.1% 

Income Before Zakat 13.2% 16.5% 23.8% 24.2% 35.7% 

Zakat (0.3)% (0.5)% (0.6)% (0.6)% (1.7)% 

Net Income 12.8% 16.0% 23.2% 23.6% 34.0% 

*Unaudited Financials 

Source : Red Sea Audited Financial Statements, Figures are rounded 

 

 

7 . 3 . 1  R E V E N U E S  

 

The following table gives a breakdown of revenues of the Company for the fiscal years ended March 31, 2003G, 2004G, and 

2005G as well eight months ended November 30, 2004G and 2005G. 
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Exhibit 7.4: Breakdown of Revenues (SAR 000s)Exhibit 7.4: Breakdown of Revenues (SAR 000s)Exhibit 7.4: Breakdown of Revenues (SAR 000s)Exhibit 7.4: Breakdown of Revenues (SAR 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Building Revenues 152,240 355,864 398,905 301,669 261,343 

Building Revenues Growth 13% 134% 12% (**) 13% (**) (13%) 

% of Total Revenues 86% 90% 95% 98% 96% 

      

Rental Revenues 24,886 38,899 22,719 6,012 11,841 

Rental Revenues Growth 217% 56% (42%) (**) (60%) (**) 97% 

% of Total Revenues 14% 10% 5% 2% 4% 

      

Total ReveTotal ReveTotal ReveTotal Revenuesnuesnuesnues    177,126177,126177,126177,126    394,763394,763394,763394,763     421,624421,624421,624421,624    307,681307,681307,681307,681    273,184273,184273,184273,184     

Tota l Revenues GrowthTota l Revenues GrowthTota l Revenues GrowthTota l Revenues Growth    24%24%24%24%    123%123%123%123%    7%7%7%7%    (**)17%17%17%17%    (**) (3%) (3%) (3%) (3%)    

*Unaudited Financials, ** Percentages are computed by annualising the 8-months figures (8-months figures*12/8) 

Source : Red Sea, Figures are rounded 

 

 

Building revenues mainly comprise four main categories namely (i) revenues from factory-built modular housing, (ii) revenues 

from cabins for water and sewage treatment plants, (iii) revenues from cabins for power generation plants, and (iv) revenues 

from site developments.  

 

The first category, revenues from factory-built modular housing, is the major contributor to the building revenues (75%), and 

consists of empty manufactured building modules (sometimes includes furniture according to the customer specifications) 

such as housing, offices, schools or hotels. 

 

The second category consists of specially equipped manufactured cabins used at treatment plants and contributes 10% to the 

building revenues.  

 

The third category comprises manufactured cabins built to house power generation units and contributes 5% of the building 

revenues.  

 

The fourth category consists of manufactured building modules in remote areas where Red Sea performs all additional work 

to improve the site, and accounts for 10% of revenues.  

 

The majority of contracts are short-term, however, in case of a long term contract; a percentage of completion method is 

applied to calculate the building revenues. 

 

To date, product rentals have been carried out on a small scale basis. However, Red Sea is finding more and more customers 

interested in renting complete camps. An increasing number of customers ask to rent ready-made manufactured buildings 

over a period of time at the end of which, the manufactured buildings are returned to the storage area. The customer has to 

provide Red Sea with bank guarantees to ensure the return of these units. After the buildings return to the storage area Red 

Sea does the repair and cleaning to make them ready for the next tenant or put them up for sale.  

 

Rental services are not major contributors to the total revenue, however, management intends to increase them in the future 

as there is a strong potential for greater market share and increased profits especially in Saudi Arabia in the energy and mining 

sector.  

 

The following table gives a breakdown of the Company’s revenues by customer segment for the fiscal years ended March 31, 

2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 
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Exhibit 7.5: Breakdown of Revenues by Customer Segment (SAExhibit 7.5: Breakdown of Revenues by Customer Segment (SAExhibit 7.5: Breakdown of Revenues by Customer Segment (SAExhibit 7.5: Breakdown of Revenues by Customer Segment (SAR 000s)R 000s)R 000s)R 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Oil & Gas / Construction 130,126 115,637 203,624 184,930 212,650 

Mining 22,000 0 10,000 0 19,515 

Government and Multilateral Organizations 25,000 279,126 208,000 122,751 41,019 

Total ReveuesTotal ReveuesTotal ReveuesTotal Reveues    177,126177,126177,126177,126    394,763394,763394,763394,763     421,624421,624421,624421,624    307,681307,681307,681307,681    273,184273,184273,184273,184     

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

 

Demand for the company’s products was driven by increased exploration activity which resulted in higher revenues for the 

fiscal year ended March 31, 2005G. Revenues for the fiscal year ended March 31, 2004G for the oil & gas sector dropped 

compared to fiscal year ended March 31, 2003G due to the fact that great emphasis was placed by Red Sea on higher margin 

Government and Multilateral Organizations orders. 

 

The following table gives a geographic breakdown of the Company’s revenues for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exh ibit 7.6: BreaExhibit 7.6: BreaExhibit 7.6: BreaExhibit 7.6: Breakdown of Revenues by Geography (SAR 000s)kdown of Revenues by Geography (SAR 000s)kdown of Revenues by Geography (SAR 000s)kdown of Revenues by Geography (SAR 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    

E ight months ended E ight months ended E ight months ended E ight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Middle East 99,864 331,962 84.1% 252,815 60.0% 160,135 119,398 43.7% 

Africa 24,268 8,288 2.1% 97,921 23.2% 71,477 77,775 28.5% 

Asia 52,994 54,513 13.8% 70,888 16.8% 76,069 76,011 27.8% 

Total RevenuesTotal RevenuesTotal RevenuesTotal Revenues    177,126177,126177,126177,126    394,763394,763394,763394,763     100%100%100%100%    421,624421,624421,624421,624     100%100%100%100%    307,681307,681307,681307,681    273,184273,184273,184273,184    100%100%100%100%    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

The variance in revenues among the different customer segments and geographies reflects the management strategy of 

seeking the most profitable business regardless of location and industry sector. 

 

The following table gives a breakdown of the Company’s revenues by operation for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.7: Breakdown of Revenues by Operation (SAR 000s)Exhibit 7.7: Breakdown of Revenues by Operation (SAR 000s)Exhibit 7.7: Breakdown of Revenues by Operation (SAR 000s)Exhibit 7.7: Breakdown of Revenues by Operation (SAR 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Jubail Operation 62,664 290,877 226,135 160,650 113,003 

Jebel Ali Free Zone Operation 107,398 102,316 195,489 147,031 159,436 

Accra Operation    0 745 

Property Management 7,064 1,570 0 0 0 

Total RevenuesTotal RevenuesTotal RevenuesTotal Revenues    177,126177,126177,126177,126    394,763394,763394,763394,763     421,624421,624421,624421,624    307,681307,681307,681307,681    273,184273,184273,184273,184     

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

Revenues from the Jubail Factory and the Jebel Ali Free Zone Factory increased in 2004G and 2005G as they were the major 

providers of manufactured housing to Government and Multilateral Organizations customers. The Jebel Ali Free Zone factory 

sells its products to other countries in the Middle East and Africa while the Jubail factory sells its products to customers inside 

Saudi Arabia. The Property Management activities were slowed down during 2004G and 2005G to focus on the production 

of prefabricated housing and respond to the increasing demand for these products. In 2006G, Red Sea decided to increase its 

Property Management activity level. 
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7 . 3 . 2  C O S T  O F  R E V E N U E S  A N D  G R O S S  P R O F I T  

 

The following table summarizes the Company’s cost of revenues and gross profit for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 
 

Exhibit 7.8: Cost of Revenues and Gross Profit (SAR 000s)Exhibit 7.8: Cost of Revenues and Gross Profit (SAR 000s)Exhibit 7.8: Cost of Revenues and Gross Profit (SAR 000s)Exhibit 7.8: Cost of Revenues and Gross Profit (SAR 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    
Eight months endeEight months endeEight months endeEight months ended d d d 

November 30November 30November 30November 30         

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Cost of Building Revenues 114,573 260,993 263,308 191,690 155,300 

% of Building Revenues 75% 73% 66% 64% 59% 

Cost of Rental Revenues 11,753 26,493 15,263 9,034 7,780 

% of Rental Revenues 47% 68% 67% 150% 66% 

Total Cost of RevenuesTotal Cost of RevenuesTotal Cost of RevenuesTotal Cost of Revenues    126,326126,326126,326126,326    287,486287,486287,486287,486     278,571278,571278,571278,571    200200200200,,,,724724724724    163,080163,080163,080163,080     

% of Tota l Revenues% of Tota l Revenues% of Tota l Revenues% of Tota l Revenues    71%71%71%71%    73%73%73%73%    66%66%66%66%    65%65%65%65%    60%60%60%60%    

      

Gross Profit on Building Revenues 37,667 94,871 135,597 109,979 106,043 

% of Building Revenues 25% 27% 34% 36% 41% 

Gross Profit on Rental Revenues 13,133 12,406 7,456 (3,022) 4,061 

% of Rental Revenues 53% 32% 33% (50%) 34% 

      

Total Gross ProfitTotal Gross ProfitTotal Gross ProfitTotal Gross Profit    50,80050,80050,80050,800     107,277107,277107,277107,277     143,053143,053143,053143,053    106,957106,957106,957106,957    110,104110,104110,104110,104     

% of Total Revenues% of Total Revenues% of Total Revenues% of Total Revenues    29%29%29%29%    27%27%27%27%    34%34%34%34%    35%35%35%35%    40%40%40%40%    

*Unaudited Financials 

Source : Red Sea, figures are rounded 
 

As may be observed from the Exhibit above, the gross profit varies from 25% to 41% for the building revenues and from 32% 

to 53% for the rental services during the three fiscal years under review. This variance can be attributed to the following 

reasons: 

� In 2004G, the gross profit margin for Buildings Revenues increased from 25% to 27%. This is due to 

the increased prices to local customers, while Management kept prices for overseas customers 

relatively stable. The gross profit margin for Rental Revenues decreased from 53% to 32% in 2004G 

mainly due to the fact that Red Sea decided to discontinue the Property Management division during 

2004G to focus on the production of prefabricated housing and respond to the increasing demand for 

these products. In 2006G, Red Sea decided to increase its Property management activity level. 

� The gross profit for Buildings Revenues increased in 2005G compared to the gross profit for Buildings 

Revenues in 2004G due to the decrease in the raw material cost of approximately 6% and the 

significant savings on labor costs due to more hiring from the labor supplying companies. 
 

The rental cost mainly consists of the depreciation of the cost of the manufactured buildings that are being leased. Some of 

the houses that were used for leasing have now been sold. Red Sea priced those houses according to their book value with 

an appropriate mark up. 
 

The following table summarizes the breakdown of cost of revenues of the Company for the fiscal years ended March 31, 

2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 
 

Exhibit 7.9: Breakdown of Cost of Revenues (SAR 000s)Exhibit 7.9: Breakdown of Cost of Revenues (SAR 000s)Exhibit 7.9: Breakdown of Cost of Revenues (SAR 000s)Exhibit 7.9: Breakdown of Cost of Revenues (SAR 000s)    

Fisca l Year Ended March 31Fisca l Year Ended March 31Fisca l Year Ended March 31Fisca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005200520052005    

Raw Material Cost 98,144 77.7% 225,030 78.3% 211,529 75.9% 151,704 108,329 

Direct Labor Cost 15,104 12.0% 26,307 9.1% 28,137 10.1% 24,495 18,745 

Factory Overhead Cost 13,078 10.3% 36,149 12.6% 38,905 14.0% 24,525 36,006 

Total Cost of RevenuesTotal Cost of RevenuesTotal Cost of RevenuesTotal Cost of Revenues    126,326126,326126,326126,326    100%100%100%100%    287,486287,486287,486287,486    100%100%100%100%    278,571278,571278,571278,571     100%100%100%100%    200,724200,724200,724200,724    163,080163,080163,080163,080    

*Unaudited Financials 

Source : Red Sea, figures are rounded 



 

73 

The total raw material costs increased significantly during 2004G reflecting the large increase in sales. The 6% decrease in 

2005 resulted from the decrease in raw material prices, especially in PVC, Wood, and Paint. Please refer to “Major Raw 

Material Prices” in Exhibit 7.10 below. 

 

The Direct Labor costs, as shown in Exhibit 7.9, consist of the basic salaries of the laborers, laborers’ allowances, and bonuses. 

The following is an explanation of the variances: 

 

� In order to meet increased production demand, Red Sea signed contracts with agencies to provide 

them with factory laborers in return for hourly wages paid directly to the agencies. Red Sea included 

these costs in the basic salaries cost causing it to increase by 116% in 2004G and by 4% in 2005G. At 

the same time, the housing and transportation allowances did not increase by the same percentage as 

the basic salaries since outside workers are not paid extra allowances. 

� Red Sea distributes 10% of the profits as bonuses to all its employees including the factory laborers 

and since the profit increased considerably in 2004G and 2005G, bonuses therefore increased in line 

with profits. The bonus expenses are charged to the income statement and are allocated among Cost 

of Revenues, General and Administrative and Selling and Marketing based on each employee or 

laborer department. The bonus expenses charged for the year ended March 31, 2003G amounted to 

SAR 3.512 million, SAR 9.762 million in 2004G, SAR 12.144 million in 2005G, and SAR 10.025 million 

for the period ended November 30, 2005.  

� Other allowances such as vacation pay, tickets, etc. decreased by 34% in 2004G due to the closure of 

the property management division in Jeddah at the beginning of 2004G.  

 

The increases and decreases of the components of the Direct Labor cost caused the totals to increase by 74% in 2004G and 

by 7% in 2005G. 

 

Factory overhead consists of fixed costs such as depreciation, indirect salaries, factory rent, etc. and variable costs such as 

electricity bills, water bills, factory cleaning expenses etc. As can be noticed in Exhibit 7.9, the factory overhead cost increased 

by 176% in 2004G and by 7% in 2005G. This was mainly due to the increase in the variable costs, which increased in line with 

revenues. 

 

The following table summarizes the prices of major raw materials used in the Company’s operations for the fiscal years ended 

March 31, 2003G, 2004G, and 2005G. 
 

Exhibit 7.10: Raw Materia l Prices (SAR)Exhibit 7.10: Raw Materia l Prices (SAR)Exhibit 7.10: Raw Materia l Prices (SAR)Exhibit 7.10: Raw Materia l Prices (SAR)    

FFFF iscal Year Ended March 31iscal Year Ended March 31iscal Year Ended March 31iscal Year Ended March 31    Category (Unit of Measurement)Category (Unit of Measurement)Category (Unit of Measurement)Category (Unit of Measurement)    
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    

Lumber (CBM) 423.75 630.00 648.00 

Steel (MT) 214.00 214.00 229.00 

PVC (KGS) 2.70 3.68 3.41 

Wood (CBM) 58.91 58.91 48.90 

Paint (20 LTR) 365.00 370.50 352.00 

Source: Red Sea 

 

Most of the products utilized for production by Red Sea are commodities. Accordingly, the prices of these products are a 

function of the global changes in the supply and demand forces. In addition, PVC is an oil derivative product, thus the price of 

PVC is highly correlated to the price of oil which has been rising rapidly. Based on the trend analysis presented above, it is 

highly evident that the prices of Lumber, Steel, and PVC have been increasing significantly, while the prices of Wood, and 

Paint fluctuated in narrow ranges. 

 

 

7 . 3 . 3  G E N E R A L  A N D  A D M I N I S T R A T I V E  E X P E N S E S  

 

The following table summarizes the breakdown of general and administrative expenses of the Company for the fiscal years 

ended March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 
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ExhibExhibExhibExhibit 7.11: Breakdown of Genera l and Administrative Expenses (SAR 000s)it 7.11: Breakdown of Genera l and Administrative Expenses (SAR 000s)it 7.11: Breakdown of Genera l and Administrative Expenses (SAR 000s)it 7.11: Breakdown of Genera l and Administrative Expenses (SAR 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Employee Salaries, Benefits, and Bonus 13,984 26,778 15,747 11,947 12,159 

Other Expenses 1,502 3,101 2,535 1,4031,4031,4031,403     2,0662,0662,0662,066    

Total General and Admin istrative  ExpensesTotal General and Admin istrative  ExpensesTotal General and Admin istrative  ExpensesTotal General and Admin istrative  Expenses    15,48615,48615,48615,486     29,87929,87929,87929,879    18,28218,28218,28218,282     13,35013,35013,35013,350    14,22514,22514,22514,225    

% of Total Revenues% of Total Revenues% of Total Revenues% of Total Revenues    9%9%9%9%    8%8%8%8%    4%4%4%4%    4%4%4%4%    5%5%5%5%    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

Employee related costs have increased in 2004G compared to 2003G and decreased in 2005G. The reason is related to 

accruals of SAR 14.7 million for management bonus in 2004G, which subsequently was determined to have been estimated 

in excess of the actual bonus that was agreed on. Due to the fact that the actual amount of the bonus was agreed on with 

the related employees’ subsequently, the reversal was made during the eight months ended November 30, 2005G and 

credited to Other Income (Please refer to section “Other Income and Financial Income (charges) -Net”). 

 

Other expenses comprise mainly of office supplies, utilities, professional fees, travel expenses, insurance, depreciation, bad 

debts, and rental expenses. Other expenses increased by 105% in 2004G compared to 2003G due mainly to higher 

insurance expenses, office supplies expenses, professional fees, utilities expenses, and bad debts amounted to SAR 447 

thousands in 2004G. Other expenses declined by 18% in 2005G compared to 2004G due mainly to lower utilities expenses, 

office supplies expenses, and bad debts that amounted to SAR 79 thousands in 2005G. 

 

 

7 . 3 . 4  S E L L I N G  A N D  M A R K E T I N G  E X P E N S E S  

 

The following table summarizes the breakdown of selling and marketing expenses of the Company for the fiscal years ended 

March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.12: Breakdown of Selling and Marketing Expenses (SAR 000s)Exhibit 7.12: Breakdown of Selling and Marketing Expenses (SAR 000s)Exhibit 7.12: Breakdown of Selling and Marketing Expenses (SAR 000s)Exhibit 7.12: Breakdown of Selling and Marketing Expenses (SAR 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Employee Salaries and Benefits 2,303 3,296 5,673 3,986 4,509 

Freight Expenses 8,934 10,564 18,434 14,316 10,243 

Commission on revenues 2,036 1,609 3,319 2,394 1,537 

Others 715 500 406 302 485 

Total Se lling  and Marketing  ExpensesTotal Se lling  and Marketing  ExpensesTotal Se lling  and Marketing  ExpensesTotal Se lling  and Marketing  Expenses    13,98813,98813,98813,988     15,96915,96915,96915,969    27,83227,83227,83227,832     20,99820,99820,99820,998    16,77416,77416,77416,774    

% of Total Revenues% of Total Revenues% of Total Revenues% of Total Revenues    8%8%8%8%    4%4%4%4%    7%7%7%7%    7%7%7%7%    6%6%6%6%    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

Employee salaries and related benefits increased by SAR 1 million from 2003G to 2004G and by SAR 2.4 million from 2004G 

to 2005G. The main reason for the increase in this account is due to the increase in the bonus account in line with the 

increase in the net income. 

 

Commission on revenues decreased by SAR 427 thousand from 2003G to 2004G and increased by SAR 1.7 million from 

2004G to 2005G. The main reason for this change is that the customers during 2004G purchased from Red Sea directly and 

not through the agencies. The main reason for the increase in 2005G is a sales agency introducing new customers, which had 

a significant impact on the revenues. 

 

The Freight expenses increased by SAR 1.6 million from 2003G to 2004G and by SAR 7.9 million from 2004G to 2005G. 

The main reason for these increases is the increase in the international revenues during the years ended March 31, 2003G, 
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2004G, and 2005G. International revenues increased from SAR 102 million in 2004G to SAR 195 million in 2005G, an 

increase of 91%. 

 

 

7 . 3 . 5  O T H E R  I N C O M E  A N D  F I N A N C I A L  I N C O M E  ( C H A R G E S )  -  N E T  

 

The following table summarizes the breakdown of other income and financial income (charges) - net of the Company for the 

fiscal years ended March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.13: Breakdown of Other Income and F inancial Income (Charges) Exhibit 7.13: Breakdown of Other Income and F inancial Income (Charges) Exhibit 7.13: Breakdown of Other Income and F inancial Income (Charges) Exhibit 7.13: Breakdown of Other Income and F inancial Income (Charges) ---- Net (SAR 000s) Net (SAR 000s) Net (SAR 000s) Net (SAR 000s)    

F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31F iscal Year Ended March 31    

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         
2003G2003G2003G2003G    2004G2004G2004G2004G    2020202005G05G05G05G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Miscellaneous Income 474 418 443 223 635 

Profit on Sale of Fixed Assets 1,590 3,317 1,882 1,427 2,356 

Total Other IncomeTotal Other IncomeTotal Other IncomeTotal Other Income    2,0642,0642,0642,064    3,7353,7353,7353,735    2,3252,3252,3252,325    1 ,650 2,991 

Total Financia l Income (Charges) Total Financia l Income (Charges) Total Financia l Income (Charges) Total Financia l Income (Charges) ---- Net Net Net Net    (44)(44)(44)(44)    (154)(154)(154)(154)    1,1801,1801,1801,180    332332332332    835835835835    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

In 2004G, the Company had accrued for management bonus, which was made based on management’s estimates and 

underlying agreements. However, based on on-going discussions and agreements reached with the concerned management 

personnel during the eight months ended November 30, 2005G, it was determined that an amount of SAR 14.7 million was 

accrued by the Company in excess of the amount due to the management. Since the excess accrual is no longer valid, such 

amount was reversed and credited to the statement of income for the eight months ended November 30, 2005G. 

 

Miscellaneous income includes scrap sale such as scrap containers and scrap steel. The profit on sale of fixed assets is mainly 

from the sale of buildings that were used for leasing. It varies from one year to another due to the fact that each year a 

different leasing contract is closed with a different amount of buildings returned that will either be used for another leasing 

period or put up for sale. 

 

 

7 . 4  B A L A N C E  S H E E T  

 

The following table summarizes the balance sheet of the Company for the fiscal years ended March 31, 2003G, 2004G, and 

2005G as well as eight months ended November 30, 2004G and 2005G. 
 

Exhibit 7.14: Ba lance Sheet Summary (SAR 000s)Exhibit 7.14: Ba lance Sheet Summary (SAR 000s)Exhibit 7.14: Ba lance Sheet Summary (SAR 000s)Exhibit 7.14: Ba lance Sheet Summary (SAR 000s)    

F iscal Year EnF iscal Year EnF iscal Year EnF iscal Year Ended March 31ded March 31ded March 31ded March 31    
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30         

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G********    

Current Assets 81,973 186,283 220,326 219,926 390,414 

Fixed Assets 56,319 48,336 45,955 41,167 67,062 

Total AssetsTotal AssetsTotal AssetsTotal Assets    138,292138,292138,292138,292    234,619234,619234,619234,619     266,281266,281266,281266,281    261,093261,093261,093261,093    454545457,4767,4767,4767,476     

      

Current Liabilities 59,720 124,651 106,150 77,844 94,287 

Non-Current Liabilities 4,873 4,863 5,732 5,407 6,230 

Shareholders’ Equity 73,699 105,105 154,399 177,842 356,959 

Total Shareholders’ Equity and LiabilitiesTotal Shareholders’ Equity and LiabilitiesTotal Shareholders’ Equity and LiabilitiesTotal Shareholders’ Equity and Liabilities    138,292138,292138,292138,292    234,619234,619234,619234,619     266,281266,281266,281266,281    261,093261,093261,093261,093    454545457,4767,4767,4767,476     

*Unaudited Financial 

** Unaudited pro-forma condensed consolidated financial statements for the e ight months ended November 30, 2005G 

Source: Red Sea, figures are rounded 
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7 . 4 . 1  C U R R E N T  A S S E T S  

 

The following table presents a breakdown of the current assets of the Company for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.15: Breakdown of Current Assets (SAR 000s)Exhibit 7.15: Breakdown of Current Assets (SAR 000s)Exhibit 7.15: Breakdown of Current Assets (SAR 000s)Exhibit 7.15: Breakdown of Current Assets (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G********    

Cash and Cash Equivalent 19,468 55,830 100,815 89,000 198,451 

Trade Accounts Receivable-Net 40,090 65,625 65,954 65,442 97,455 

Due from Related Parties 823 101 100 21,730 100 

Advances to Suppliers 0 8,019 5,308 3,762 8,991 

Prepayments and Other 4,503 5,024 3,952 7,150 9,795 

Inventories-Net 17,089 51,684 44,197 32,842 75,622 

Total Current AssetsTotal Current AssetsTotal Current AssetsTotal Current Assets    81,97381,97381,97381,973     186,283186,283186,283186,283    220,326220,326220,326220,326     219,926219,926219,926219,926    393939390,4140,4140,4140,414    

*Unaudited Financials 

** Unaudited pro-forma condensed consolidated financial statements for the e ight months ended November 30, 2005G 

Source: Red Sea, figures are rounded 

 

 

Trade Accounts ReceivableTrade Accounts ReceivableTrade Accounts ReceivableTrade Accounts Receivable    
 

The following table summarizes the trade accounts receivable of the Company for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.16: Summary of Trade Accounts Receivable Exhibit 7.16: Summary of Trade Accounts Receivable Exhibit 7.16: Summary of Trade Accounts Receivable Exhibit 7.16: Summary of Trade Accounts Receivable ---- Net (SAR 000s) Net (SAR 000s) Net (SAR 000s) Net (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Trade Accounts Receivable 40,590 67,366 67,199 66,951 98,700 

Allowance for doubtful debts (500) (1,741) (1,245) (1,509) (1,245) 

Trade Accounts Rece ivable  Trade Accounts Rece ivable  Trade Accounts Rece ivable  Trade Accounts Rece ivable  ---- Net Net Net Net    40,09040,09040,09040,090     65,62565,62565,62565,625    65,95465,95465,95465,954     65,44265,44265,44265,442     97,45597,45597,45597,455    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

Trade accounts receivable are stated at original invoice amounts less any provisions for uncollectible amounts. An estimate for 

doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written off as incurred. 

The outstanding allowance as of March 31, 2005G and November 30, 2005G represent doubtful receivables from two 

customers. As the Company enjoyed an excellent collections position, the Company maintains a provision for each customer 

independently when his balance is considered doubtful. The net accounts receivable balance as of November 30, 2005G 

represents less than one year ageing.  

 

Trade accounts receivable increased in absolute terms by 66% in 2004G compared to 2003G mainly as a result of higher 

business volumes and remained stable in 2005G compared to 2004G. However, in proportion to revenues, trade accounts 

receivable declined from a level of 83 days of revenues in 2003G to 61 days of revenues in 2004G and 57 days of revenues 

in 2005G. This was mainly a result of significant improvement in the trade accounts receivable collection by the Company 

thanks to Management initiatives taken in this regard over this period. As for the period ended November 30, 2005G Trade 

accounts receivable increased by 47% compared to March 31, 2005G. Accordingly, the accounts receivable turnover 

increased from 57 days in March 31, 2005G to 130 days in November 30, 2005G. This increase is due to the increase in 

sales, in November 30, 2005G, of SAR 48 million and the issuance of the related invoices to customers in the same month. 

 

The following table presents trade accounts receivable turnover of the Company for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 
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Exhibit 7.17: Turnover of Trade Accounts Receivable Exhibit 7.17: Turnover of Trade Accounts Receivable Exhibit 7.17: Turnover of Trade Accounts Receivable Exhibit 7.17: Turnover of Trade Accounts Receivable ---- Net (S Net (S Net (S Net (SAR 000s)AR 000s)AR 000s)AR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Revenues 177,126 394,763 421,624 307,681 273,184 

Trade Accounts Receivable - Net 40,090 65,625 65,954 65,442 97,455 

Turnover (Days of Revenue)Turnover (Days of Revenue)Turnover (Days of Revenue)Turnover (Days of Revenue)    83838383    61616161    57575757    78787878    130130130130    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

The total amount of trade accounts receivable as of the end of fiscal year 2005G that is due for more than one year is SAR 

1.4 million representing 2% of total trade accounts receivable. The allowance for doubtful debts as of the end of fiscal year 

2005G of SAR 1.745 million provides 100% to cover for these trade accounts receivable due for more than one year. The 

Company has not encountered any major problem in collecting its receivables in the past. 

 

 

Due from Related PartiesDue from Related PartiesDue from Related PartiesDue from Related Parties     
 

The only related parties of the Company are the subsidiaries of Dabbagh Group. Due from related parties arise from a 

related party buying the Company’s products. Such transactions are however carried out on an arms length basis. The 

following table summarizes due from related parties of the Company for the fiscal years ended March 31, 2003G, 2004G, and 

2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.18: Due from Related Parties (SAR 000s)Exhibit 7.18: Due from Related Parties (SAR 000s)Exhibit 7.18: Due from Related Parties (SAR 000s)Exhibit 7.18: Due from Related Parties (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Total Due from Related PartiesTotal Due from Related PartiesTotal Due from Related PartiesTotal Due from Related Parties    823823823823    101101101101    100100100100    21,73021,73021,73021,730     100100100100    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

There were no significant related party transactions during the years ended March 31, 2005G, 2004G, and 2003G. 

 

InventoriesInventoriesInventoriesInventories     
 

Inventories are stated at the lower of cost or net realizable value, net of provisions for slow moving and obsolete items. Net 

realizable value is based upon estimated selling prices less anticipated costs of disposal. Finished goods and work in progress 

cost is comprised of direct material, direct labor and appropriate allocation of manufacturing overheads. Cost is arrived at 

using the first in first out method. 

 

The following table presents a breakdown of inventories of the Company for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.19: Breakdown of Inventories (SAR 000s)Exhibit 7.19: Breakdown of Inventories (SAR 000s)Exhibit 7.19: Breakdown of Inventories (SAR 000s)Exhibit 7.19: Breakdown of Inventories (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Raw Material 10,616 24,186 33,387 25,375 64,085 

Work in Progress 7,427 26,153 10,120 82,86 10,886 

Finished Goods 153 2,657 2,398 493 2,359 

Allowance for Slow Moving Inventories (1,108) (1,312) (1,708) (1,312) (1,708) 

Total Inventories Total Inventories Total Inventories Total Inventories ---- Net Net Net Net    17,08817,08817,08817,088     51,68451,68451,68451,684    44,19744,19744,19744,197     32,84232,84232,84232,842     75,62275,62275,62275,622    

*Unaudited Financials 

Source : Red Sea, figures are rounded 
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Most of the raw materials comprised steel, wood, PVC, paints and gypsum. Raw material increased by SAR 13 million from 

2003G to 2004G and by SAR 9 million from 2004G to 2005G. The main reason for this was the Management decision to 

purchase large quantities of raw materials to take advantage of good prices from the suppliers and as a precaution for 

expected market price increases. The work in progress increased by SAR 19 million from 2003G to 2004G and decreased by 

SAR 16 million from 2004G to 2005G. The increase from 2003G to 2004G was related to three projects that were under 

production up to year end and delivered subsequently. As of November 30, 2005G the Raw material increased by SAR 

30.698 million, the main reason for this increase was due to the startup of the Company’s plant in the Republic of Ghana 

which required the purchase of large quantities of raw materials to transfer to the Republic of Ghana in order to meet the 

production requirements.   

    

 

The following table presents inventories turnover of the Company for the fiscal years ended March 31, 2003G, 2004G, and 

2005G as well as eight months ended November 30, 2004G and 2005G. 

Exhibit 7.20: Turnover of Inventories (SAR 000s)Exhibit 7.20: Turnover of Inventories (SAR 000s)Exhibit 7.20: Turnover of Inventories (SAR 000s)Exhibit 7.20: Turnover of Inventories (SAR 000s)    

Fisca l Year Ended March 31Fisca l Year Ended March 31Fisca l Year Ended March 31Fisca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Cost of Revenues 126,326 287,486 278,571 200,724 163,080 

Ending Inventory - Net 17,088 51,684 44,197 32,842 75,622 
Inventory Turnover (Days of Cost of Revenues)Inventory Turnover (Days of Cost of Revenues)Inventory Turnover (Days of Cost of Revenues)Inventory Turnover (Days of Cost of Revenues)    49494949    66666666    55557777    40404040(**)(**)(**)(**)    111111113(**)3(**)3(**)3(**)    

*Unaudited Financials  ** Computed by annualising the 8-months figures (8-months figures*12/8) 

Source : Red Sea, figures are rounded 

 

The inventory turnover in Exhibit 7.20 above estimates the number of days needed for the company to sell the current 

inventory. The inventory turnover increased from 49 days in 2003G to 66 days in 2004G mainly as a result of the bulk 

purchase of raw materials to take advantage of the attractive prices available. The inventory turnover decreased to 57 days in 

2005G as the raw materials were used in production and inventories returned back to normal levels. The average inventory 

turnover in the three years under review was within 60 days. The inventory turnover increased from 57 days in March 31, 

2005G to 113 days in November 30, 2005G mainly due to the increase in the inventory balance as a result of the Republic of 

Ghana plant start-up in October 2005G. 

    
    
Prepayments and OtherPrepayments and OtherPrepayments and OtherPrepayments and Other    
 

The following table summarizes the prepayments and other debit balances of the Company for the fiscal years ended March 

31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.21: Prepayments and Other (SAR 000s)Exhibit 7.21: Prepayments and Other (SAR 000s)Exhibit 7.21: Prepayments and Other (SAR 000s)Exhibit 7.21: Prepayments and Other (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Total Prepayments and OtherTotal Prepayments and OtherTotal Prepayments and OtherTotal Prepayments and Other    4,5034,5034,5034,503    5,0245,0245,0245,024     3,9523,9523,9523,952    7,1507,1507,1507,150    9,7959,7959,7959,795     

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

 

Prepayments mainly include prepaid housing allowances, prepaid rent for factories and land, prepaid insurance, and margins 

on letters of guarantee. 

 

7 . 4 . 2  P R O P E R T Y ,  P L A N T  A N D  E Q U I P M E N T  

 

Property, plant and equipment are stated at cost less accumulated depreciation. The cost of property, plant and equipment is 

depreciated on a straight-line basis over the estimated useful lives of the assets. Fixed assets of the Company consist only of 

property, plant and equipment. 
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The following table presents a breakdown of the net book value of property plant and equipment of the Company for the 

fiscal years ended March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.22: Breakdown of Property, Plant and Equipment (SAR 000s)Exhibit 7.22: Breakdown of Property, Plant and Equipment (SAR 000s)Exhibit 7.22: Breakdown of Property, Plant and Equipment (SAR 000s)Exhibit 7.22: Breakdown of Property, Plant and Equipment (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months endEight months endEight months endEight months ended ed ed ed 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Land 6,478 6,478 6,478 6,478 7,794 

Buildings and Residential Houses 45,526 35,842 28,748 28,877 45,894 

Machinery and Equipment 3,124 4,339 3,679 3,814 10,649 

Motor Vehicles 475 526 789 823 1,230 

Furniture and Fixtures 322 534 415 518 441 

Leasehold Improvements 66 22 0 22 0 

Projects under Construction 328 595 5,846 635 1,053 

Total Property, Plant and EquipmentTotal Property, Plant and EquipmentTotal Property, Plant and EquipmentTotal Property, Plant and Equipment    56,31956,31956,31956,319     48,33648,33648,33648,336    45,95545,95545,95545,955     44441111,,,,167167167167    67,06167,06167,06167,061    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

The following table presents a summary of the depreciation charge of the Company for the fiscal years ended March 31, 

2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

    
Exhibit 7.23: Summary of Deprecia tion Charge  (SAR 0Exhibit 7.23: Summary of Deprecia tion Charge  (SAR 0Exhibit 7.23: Summary of Deprecia tion Charge  (SAR 0Exhibit 7.23: Summary of Deprecia tion Charge  (SAR 000s)00s)00s)00s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Total Depreciation ChargeTotal Depreciation ChargeTotal Depreciation ChargeTotal Depreciation Charge    7,187 10,058 7,044 4,133 4,862 

Total Property, Plant and EquipmentTotal Property, Plant and EquipmentTotal Property, Plant and EquipmentTotal Property, Plant and Equipment    56,319 48,336 45,955 40,588 67,061 

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

Land and some of the buildings and residential houses, recorded at a cost of SAR 59.9 million, are considered to be 

investment properties. Red Sea is currently using these investment properties for long term rental fields. The major portion of 

property, plant and equipment comprises building and residential houses which are depreciated over a period of five to 

twenty years using the straight-line method. The major additions during the period under review were buildings for SAR 3.6 

million and projects under construction for SAR 5.8 million. 

 

The change in the yearly depreciation charge results from annual additions and disposals of assets and the fact that some 

assets are fully depreciated. 

 

The following table presents a summary of property, plant and equipment additions and disposals of the Company for the 

fiscal years ended March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.24: Summary of Property, Plant and Equipment AdExhibit 7.24: Summary of Property, Plant and Equipment AdExhibit 7.24: Summary of Property, Plant and Equipment AdExhibit 7.24: Summary of Property, Plant and Equipment Additions and Disposals (SAR 000s)ditions and Disposals (SAR 000s)ditions and Disposals (SAR 000s)ditions and Disposals (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Additions 14,042 13,530 10,730 1,565 29,830 

Disposals 5,776 18,341 18,128 6,901 8,564 

Gain on Disposals 1,590 3,317 1,882 1,427 2,356 

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

The Company’s property, plant and equipment are covered under a comprehensive insurance policy and a review of 

insurance is usually carried out at the time of policy renewal. Management takes many aspects into account when considering 

what should be adequate coverage. Red Sea’s general rule is to cover only major casualties considering the cost of the various 
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amounts of coverage and the degree of risk the Management deems appropriate. The plant and equipment are not 

mortgaged to any third party and are fully owned by the Company. 

 

The following breakdown represents the Insurance Contracts as of November 30, 2005G: 

    

Exhibit 7.25: Breakdown of Assets and Inventory Insurance (SAR 000s)Exhibit 7.25: Breakdown of Assets and Inventory Insurance (SAR 000s)Exhibit 7.25: Breakdown of Assets and Inventory Insurance (SAR 000s)Exhibit 7.25: Breakdown of Assets and Inventory Insurance (SAR 000s)        

AssetAssetAssetAsset    Nature  of InsuranceNature  of InsuranceNature  of InsuranceNature  of Insurance    Insurance LimitInsurance LimitInsurance LimitInsurance Limit    

Motor Vehicles Accidents 2,462 

Buildings and Residential Houses Fire 36,807 

Furniture and Fixture Fire 1,446 

Machinery and Equipment Fire & Burglary 11,025 

Inventory Fire & Burglary 32,500 

TotalTotalTotalTotal        84,24084,24084,24084,240    

Source: Red Sea, Figures are rounded 

 

 

7 . 4 . 3  C U R R E N T  L I A B I L I T I E S  

The following table presents a summary of current liabilities of the Company for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit Exhibit Exhibit Exhibit 7.26: Breakdown of Current Liabilitie s (SAR 000s)7.26: Breakdown of Current Liabilitie s (SAR 000s)7.26: Breakdown of Current Liabilitie s (SAR 000s)7.26: Breakdown of Current Liabilitie s (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Bank Overdrafts and Short Term Loans 0 2,145 5,000 5,000 741 

Trade Accounts Payable 30,542 50,572 39,811 24,344 53,641 

Due to Related Parties 0 15 15 15 15 

Advances From Customers 2,439 17,673 8,157 3,940 5,705 

Accrued Expenses and Other 24,912 43,516 37,441 42,403 27,209 

Accrued Zakat 636 1,951 2,799 2,142 4,165 

Shareholders’ Accounts 1,189 8,780 12,927 0 2,811 

Total Current LiabilitiesTotal Current LiabilitiesTotal Current LiabilitiesTotal Current Liabilities    59,71859,71859,71859,718     124,652124,652124,652124,652    106,150106,150106,150106,150    77,84477,84477,84477,844     94,28794,28794,28794,287    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

The following table presents a summary analysis of current liabilities of the Company for the fiscal years ended March 31, 

2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.27: Analysis of Current LiabilitiesExhibit 7.27: Analysis of Current LiabilitiesExhibit 7.27: Analysis of Current LiabilitiesExhibit 7.27: Analysis of Current Liabilities    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        

2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G********    

Current Ratio (Times) 1.4 1.6 2.0 2.8 2.5 

Quick Ratio (Times) 1.1 1.1 1.6 2.4 1.7 

Debt Ratio (%) 47% 55% 42% 32% 33% 

*Unaudited Financials 

** Ratios for the eight  months ended November 30 2005G are computed without taking into account the SAR 150 million injection in new capital. 

Source : Red Sea, figures are rounded 

 

 

Current Ratio (Current Assets /  Current Liabilities)Current Ratio (Current Assets /  Current Liabilities)Current Ratio (Current Assets /  Current Liabilities)Current Ratio (Current Assets /  Current Liabilities): This ratio is used to determine short-term debt paying ability of the 

Company. It has increased from 1.6 times in the year 2004G to 2.0 times in 2005G. 
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Quick Ratio ((CuQuick Ratio ((CuQuick Ratio ((CuQuick Ratio ((Current Assets rrent Assets rrent Assets rrent Assets –––– Inventory) / Current Liabilities): Inventory) / Current Liabilities): Inventory) / Current Liabilities): Inventory) / Current Liabilities): This ratio best determines the Company’s ability to pay 

its short-term obligations without sale of inventory. The ratio has increased from 1.1 times in the year 2004G to 1.6 times in 

the year 2005G. 

 

Debt RDebt RDebt RDebt Ratio (Total Liabilitie s / Total Assets):atio (Total Liabilitie s / Total Assets):atio (Total Liabilitie s / Total Assets):atio (Total Liabilitie s / Total Assets): This ratio determines the Company’s long-term debt paying ability. It indicates 

the percentage of assets financed by creditors, thus it helps to determine how well creditors are protected in case of 

insolvency. From the perspective of long-term debt paying ability, the lower this ratio, the better the Company’s position. This 

ratio remained close to 0% in the years 2004G and 2005G due to very small level of debt at the Company during this period. 

 

 

Bank Overdrafts anBank Overdrafts anBank Overdrafts anBank Overdrafts and Shortd Shortd Shortd Short----Term LoansTerm LoansTerm LoansTerm Loans     
 

The following table presents a summary of bank overdrafts and short-term loans of the Company for the fiscal years ended 

March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.28: SummarExhibit 7.28: SummarExhibit 7.28: SummarExhibit 7.28: Summary of Bank Overdrafts and Shorty of Bank Overdrafts and Shorty of Bank Overdrafts and Shorty of Bank Overdrafts and Short----term Loans (SAR 000s)term Loans (SAR 000s)term Loans (SAR 000s)term Loans (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Short-term Bank Loans 0 2,000 5,000 5,000 0 

Bank Overdrafts 0 145 0 0 741 

Total Bank Overdra fts and ShortTotal Bank Overdra fts and ShortTotal Bank Overdra fts and ShortTotal Bank Overdra fts and Short----tttterm Loanserm Loanserm Loanserm Loans    0000    2,1452,1452,1452,145     5,0005,0005,0005,000    5,0005,0005,0005,000    741741741741    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

 

In 2004G, the Short-term loan represents a loan taken from Riyadh Bank on November 10, 2003G and was scheduled to be 

repaid over a one year period. In 2005G, another short-term loan for SAR 5 million was obtained. In April 2005G, the 

Company paid the full amount of SAR 5 million to Riyadh Bank. 

 

Red Sea has credit facilities for bank overdrafts, letters of credit and guarantee, long and short-term loans with Riyadh Bank, 

Saudi Hollandi Bank, and Emirates Bank. Short-term bank borrowings bear financing charges at market rates, which are 

generally based on Saudi Inter Bank Offer Rate (“SIBOR +”). Unused short-term bank credit facilities available to the 

company at March 31, 2005G were approximately SAR 138 million (2004G SAR 45 million). 

 

 
 

Trade Accounts PayableTrade Accounts PayableTrade Accounts PayableTrade Accounts Payable    
 

Trade accounts payable are recognized for amounts to be paid in the future for goods or services received, whether billed by 

the supplier or not. Provisions are recognized when the company has an obligation (legal or constructive) arising from the 

past event, and the costs to settle the obligation are both probable and able to be reliably measured. The company’s normal 

credit period ranges from 30-90 days from the date of the invoice based on the contracts with the suppliers and sub-

contractors, and in accordance with the Company’s payment policy. 

 

The following table presents a breakdown of the trade accounts payable of the Company by operation for the fiscal years 

ended March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 
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Exhibit 7.29: Breakdown of Trade Accounts Payable  by Operation (SAR 000s)Exhibit 7.29: Breakdown of Trade Accounts Payable  by Operation (SAR 000s)Exhibit 7.29: Breakdown of Trade Accounts Payable  by Operation (SAR 000s)Exhibit 7.29: Breakdown of Trade Accounts Payable  by Operation (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003200320032003GGGG    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Jubail Operation 15,267 27,773 24,730 21,776 30,057 

Jebel Ali Free Zone Operation 12,713 22,405 15,081 2,266 14,794 

Accra Operation    0 8,541 

Head Office 2,562 394 0 302 249 

Total Accounts PayableTotal Accounts PayableTotal Accounts PayableTotal Accounts Payable     30,54230,54230,54230,542     50,57250,57250,57250,572    39,81139,81139,81139,811     24,3424,3424,3424,344444    53,64153,64153,64153,641    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

The trade accounts payable increased by SAR 20 million from 2003G to 2004G and decreased by SAR 11 million from 

2004G to 2005G. The main reason for the increase from 2003G to 2004G is the increase in business volumes in 2004G as 

well as bulk purchase of raw materials to take advantage of attractive prices, which increased the level of dealings with 

suppliers. The decrease from 2004G to 2005G is due to a decrease in inventory holding coupled with an increase in 

payments to the suppliers. 

 

Management deals with different suppliers to optimize prices and to meet its requirements. The average payment period 

decreased from 65 days in 2004G to 51 days in 2005G. 

 

 

Advances from CustomersAdvances from CustomersAdvances from CustomersAdvances from Customers    
 

Advances from customers amounted to SAR 2.4 million in 2003G, SAR 17.7 million in 2004G, and SAR 8.1 million in 2005G. 

The increase in this account in 2004G which is almost a 624% increase was due mainly to the advance payments received on 

projects related to Alba phase 3 in Malabo, Equatorial. Guinea at the end of 2003G and the beginning of 2004G. 

 

 

Accrued Expenses and OtherAccrued Expenses and OtherAccrued Expenses and OtherAccrued Expenses and Other    
 

The following table presents a breakdown of accrued expenses and other credit balances of the Company for the fiscal years 

ended March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.30: Breakdown of Accrued Expenses and Other (SAR 000s)Exhibit 7.30: Breakdown of Accrued Expenses and Other (SAR 000s)Exhibit 7.30: Breakdown of Accrued Expenses and Other (SAR 000s)Exhibit 7.30: Breakdown of Accrued Expenses and Other (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Employee-related 12,964 35,137 30,422 38,196 22,651 

Unearned Revenue 6,749 2,439 1,251 1,434 1,770 

Other 5,199 5,940 5,768 2,773 2,788 

Total Accrued Expenses and OtherTotal Accrued Expenses and OtherTotal Accrued Expenses and OtherTotal Accrued Expenses and Other    24,91224,91224,91224,912     43,51643,51643,51643,516    37,44137,44137,44137,441     42,40342,40342,40342,403     27,20927,20927,20927,209    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

Please refer to section “Other Income and Financial Income (charges) -Net” for further details and explanation of the 

fluctuation of the employee related cost accruals, as of November 30 2005. 

 

Unearned revenue is related to the Company’s rental revenues contracts. The reason for the decrease in this account over 

the years ending March 31 2004G and 2005G and for the period ending November 30 2005G is related to discontinuing the 

property management division in 2004G. The balance as of March 31, 2005G and November 30 2005G is related to Desert 

Palm Compound in Jubail which is owned by the Company. 
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Shareholders’ AccountsShareholders’ AccountsShareholders’ AccountsShareholders’ Accounts     
 

The following table presents a summary of the shareholders’ accounts of the Company for the fiscal years ended March 31, 

2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.31: Summary of the  Shareholders’ Accounts (SAR 000s)Exhibit 7.31: Summary of the  Shareholders’ Accounts (SAR 000s)Exhibit 7.31: Summary of the  Shareholders’ Accounts (SAR 000s)Exhibit 7.31: Summary of the  Shareholders’ Accounts (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Balance at Beginning of the Year 0 1,189 8,780 8,780 12,927 

Dividends Transferred During the Year 10,987 31,624 48,639 0 40,500 

Withdrawals During the Year (9,798) (24,033) (44,492) (8,780) (50,616) 

Ba lance at the  End of the  YearBa lance at the  End of the  YearBa lance at the  End of the  YearBa lance at the  End of the  Year    1,1891,1891,1891,189    8,7808,7808,7808,780     12,92712,92712,92712,927     0000    2,8112,8112,8112,811     

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

 

Dividends are declared and distributed every year in accordance with the Company’s Articles of Associations related to 

dividends distribution. In the past, the policy has been to pay out 50% of net income as dividends and to retain 50% for 

working capital and capital investment needs. 

 

 

7 . 4 . 4  N O N - C U R R E N T  L I A B I L I T I E S  

 

Non-current liabilities comprise only end of service benefits to employees, due under the Labor law. 

 

 

End of Service BenefitsEnd of Service BenefitsEnd of Service BenefitsEnd of Service Benefits    
 

The following table presents a breakdown of the end of service benefits of the Company by operation for the fiscal years 

ended March 31, 2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.32: Breakdown of End of Service Benefits (SAR 000s)Exhibit 7.32: Breakdown of End of Service Benefits (SAR 000s)Exhibit 7.32: Breakdown of End of Service Benefits (SAR 000s)Exhibit 7.32: Breakdown of End of Service Benefits (SAR 000s)    

F iscaF iscaF iscaF isca l Year Ended March 31l Year Ended March 31l Year Ended March 31l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Jubail Operation 4,470 4,320 5,036 4,817 5,402 

Jebel Ali Free Zone Operation 403 543 696 589 828 

Total End of Serv ice BenefitsTotal End of Serv ice BenefitsTotal End of Serv ice BenefitsTotal End of Serv ice Benefits    4,8734,8734,8734,873    4,8634,8634,8634,863     5,7325,7325,7325,732    5,4065,4065,4065,406    6,2306,2306,2306,230     

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

 

Since Red Sea is incorporated in Saudi Arabia, it must abide by the prevailing labor laws and regulations of Saudi Arabia. The 

Jebel Ali Free Zone branch in Dubai follows the laws and regulations of the Jebel Ali Free Zone Authority (“JAFZA”) which 

require that seven days of the employee’s basic salary is accrued every year for all the years the employee works for the 

Company. Regarding the Republic of Ghana employees, no End of Service Benefits provision was required as of November 

30, 2005G due to the fact that the plant start-up was in October 2005G. 

 

The end of service benefits remained stable between 2003G and 2004G while this account increased by SAR 0.9 million in 

2005G which is an 18 % increase. This increase was due to the increase in number of employees from 609 in 2004G to 630 

in 2005G. Estimated monthly provisions were made during the year and recalculated at year end. 
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7 . 4 . 5  S H A R E H O L D E R S ’  E Q U I T Y  

 

The following table presents a breakdown of the shareholders’ equity of the Company for the fiscal years ended March 31, 

2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.33: Breakdown of Shareholders’ Equity (SAR 000s)Exhibit 7.33: Breakdown of Shareholders’ Equity (SAR 000s)Exhibit 7.33: Breakdown of Shareholders’ Equity (SAR 000s)Exhibit 7.33: Breakdown of Shareholders’ Equity (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months endeEight months endeEight months endeEight months ended d d d 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G********    

Share Capital  3,000 3,000 3,000 3,000 300,000 

Statutory Reserves 1,500 1,500 1,500 1,500 1,500 

Retained Earnings 69,199 100,605 149,899 173,342 55,459 

Total Shareholders’ EquityTotal Shareholders’ EquityTotal Shareholders’ EquityTotal Shareholders’ Equity    73,69973,69973,69973,699     105,105105,105105,105105,105    154,399154,399154,399154,399    111177,84277,84277,84277,842    353535356,9596,9596,9596,959    

*Unaudited Financials 

** Unaudited pro-forma condensed consolidated financial statements for the e ight months ended November 30, 2005G. In addition 

to the amount transferred from retained earnings for the increase in capital of SAR 147 million, the Partners injected SAR 150 

million on December 4 2005G, which was deposited at Saudi Hollandi Bank for the capital increase. Accordingly, the total capital of 

the Company after the proposed increase will be SAR 300 million. 

Source : Red Sea, figures are rounded 

 

    

The shareholders’ equity of the Company increased by 43% in 2004G compared to 2003G and by 46% in 2005G compared 

to 2004G. This was due mainly to the healthy profitability of the Company and the resulting retained earnings over this 

period. 

 

The following table summarizes the movements in retained earnings of the Company for the fiscal years ended March 31, 

2003G, 2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 

 
Exhibit 7.34: Movement in Retained Earn ings (SAR 000Exhibit 7.34: Movement in Retained Earn ings (SAR 000Exhibit 7.34: Movement in Retained Earn ings (SAR 000Exhibit 7.34: Movement in Retained Earn ings (SAR 000s)s)s)s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     

Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G    

Opening Balance 57,453 69,199 100,605 100,605 149,899 

Net Income for the Year 22,733 63,030 97,933 72,737 93,060 

Dividends Paid During the Year (10,987) (31,624) (48,639) 0 (40,500) 

Proposed increase in capital    0 0 0 0 (147,000) 

Ending Ba lanceEnding Ba lanceEnding Ba lanceEnding Ba lance    69,19969,19969,19969,199     100,605100,605100,605100,605    149,899149,899149,899149,899    173,342173,342173,342173,342    55,45955,45955,45955,459    

*Unaudited Financials 

Source : Red Sea, figures are rounded 

 

 

7 . 5  C A S H  F L O W S  

 

The following table presents a summary of the cash flows of the Company for the fiscal years ended March 31, 2003G, 

2004G, and 2005G as well as eight months ended November 30, 2004G and 2005G. 
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Exhibit 7.35: Cash F lows (SAR 000s)Exhibit 7.35: Cash F lows (SAR 000s)Exhibit 7.35: Cash F lows (SAR 000s)Exhibit 7.35: Cash F lows (SAR 000s)    

F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31F isca l Year Ended March 31     
Eight months ended Eight months ended Eight months ended Eight months ended 

November 30November 30November 30November 30        
2003G2003G2003G2003G    2004G2004G2004G2004G    2005G2005G2005G2005G    2004G*2004G*2004G*2004G*    2005G2005G2005G2005G********    

Cash Flow from Operating Activities 36,116 57,008 89,403 56,261 26,123 

Cash Flow from Investing Activities (8,189) 1,242 (2,781) 4,464 (23,612) 

Cash Flow from Financing Activities (17,924) (21,888) (41,637) (27,555) 95,125 

Net Change in Cash and Cash Equivalents 10,003 36,362 44,985 33,170 97,636 

Opening Cash and Cash Equivalents Balance 9,465 19,468 55,830 55,830 100,815 

Closing Cash and Cash Equivalents BalanceClosing Cash and Cash Equivalents BalanceClosing Cash and Cash Equivalents BalanceClosing Cash and Cash Equivalents Balance    19,46819,46819,46819,468     55,83055,83055,83055,830    100100100100 ,,,,815815815815    89,00089,00089,00089,000     198,198,198,198,451451451451    

*Unaudited Financials 

** Unaudited pro-forma condensed consolidated financial statements for the e ight months ended November 30, 2005G 

Source: Red Sea, figures are rounded 

    
    
2005G Cash flow2005G Cash flow2005G Cash flow2005G Cash flow    
 

The contribution of cash from operations for the year 2005G was SAR 89.4 million. This is related to the record level of 

profits before depreciation charge (non-cash) of SAR 105 million. As the company enjoyed excellent cash inflow, it reduced 

the payable balance levels which brought the net cash flow from operations to SAR 89.4 million. 

 

The net cash used in investing activities for the year 2005G amounted to SAR 2.7 million. This resulted mainly from property 

and equipments additions of SAR 10.6 million that includes SAR 6.5 million for the construction of the Republic of Ghana 

plant and the rest mainly for rental properties to clients. Cash proceeds, which were generated mainly from sale of buildings 

and residential houses to customers, amounted to SAR 7.9 million, which had a net book value of SAR 6 million. 

 

The cash used in financing activities for the fiscal year 2005G amounts to SAR 41.6 million, mainly related to dividends paid to 

the Company’s shareholders. 

 

2004G Cash flow2004G Cash flow2004G Cash flow2004G Cash flow    
 

The year 2004G cash flow from operations of SAR 57 million was mainly derived from the substantial increase in profits 

before depreciation of SAR 73 million. The difference of SAR 16 million in cash from operations was utilized to finance the 

Company’s working capital requirements, related mainly to the increase in trade accounts receivable and inventories. The 

increase in the working capital requirements was due mainly to the substantial increase in the Company’s business activity.  

 

The net cash flow from investing activities in 2004G contributed to SAR 1.2 million resulting from buildings and residential 

houses and machinery and equipment additions of SAR 13.5 million and proceeds from sale of camps due to discontinuing 

the property management division of SAR 14.7, which had a net book value of SAR 11.5 million. 

 

The cash used in financing activities in 2004G of SAR 22 million resulted from withdrawal of SAR 24 million by the 

Company’s shareholders as dividends and receipt of short term loan of SAR 2 million. 

 

 

2003G Cash flow2003G Cash flow2003G Cash flow2003G Cash flow    
 

The contribution to cash from operations for the year 2003G was SAR 36 million. This was mainly derived from profits 

before depreciation charge of SAR 30 million, with the remaining SAR 6 million resulting from efficient control over working 

capital mainly extending supplier’s credits. 

 

The Company’s net investing activities in 2003G had a negative cash flow of SAR 8 million. This resulted from additions to 

property and equipment of SAR 14 million which was partially offset by SAR 5.9 million from proceeds from sales of mainly 

building and residential houses and other assets at net book value of SAR 4.3 million. 
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The cash used in financing activities in 2003G of SAR 17.9 million was mainly used for settlement of short term debts of SAR 

8 million with the balance of SAR 9.9 million withdrawn by the shareholders of the Company in the form of dividends. 

 

 

Working CapitalWorking CapitalWorking CapitalWorking Capital    
 

Generally, the working capital requirements of Red Sea would be expected to rise in line with the growth in the Company’s 

business and revenues. Such longer-term trends may however be distorted by short-term increases or decreases in 

inventories, receivables, and payables. 

 

 

7 . 6  O F F  B A L A N C E  S H E E T  I T E M S  ( C O N T I N G E N T  L I A B I L I T( C O N T I N G E N T  L I A B I L I T( C O N T I N G E N T  L I A B I L I T( C O N T I N G E N T  L I A B I L I T I E S )I E S )I E S )I E S )  

 

Off balance sheet items comprise mainly letters of guarantee and letters of credit. The tables below present breakdowns of 

letters of guarantee and letters of credit, by bank and value outstanding as of March 31, 2005G. 

 

Exhibit 7.36: Breakdown of Letters of Guarantee (SAR 000s)Exhibit 7.36: Breakdown of Letters of Guarantee (SAR 000s)Exhibit 7.36: Breakdown of Letters of Guarantee (SAR 000s)Exhibit 7.36: Breakdown of Letters of Guarantee (SAR 000s)        

BankBankBankBank    Value OutstandingValue OutstandingValue OutstandingValue Outstanding     Marg inMarg inMarg inMarg in    

Riyadh Bank – Jeddah 1,803 236 

Saudi Hollandi Bank 1,154 0 

Emirates Bank - Dubai 1,870 595 

TotalTotalTotalTotal    4,8274,8274,8274,827    831831831831    

Source: Red Sea, Figures are rounded 

 

 

Exhibit 7.Exhibit 7.Exhibit 7.Exhibit 7.37373737 : Breakdown of Letters of Credit (SAR 000s): Breakdown of Letters of Credit (SAR 000s): Breakdown of Letters of Credit (SAR 000s): Breakdown of Letters of Credit (SAR 000s)    

BankBankBankBank    Value OutstandingValue OutstandingValue OutstandingValue Outstanding     Marg inMarg inMarg inMarg in    

Emirates Bank - Dubai 6,145 0 

TotalTotalTotalTotal    6,1456,1456,1456,145    0000    

Source: Red Sea, Figures are rounded 

 

The outstanding guarantees mainly relate to performance bonds, guarantees against advance payments and bid bonds given 

to customers. The majority of these expired in 2005G. Only Riyadh Bank and Emirates Bank charge a cash margin on the 

guarantee issued. 

 

As of March 31, 2005G, 2004G and 2003G the Company had the following commitments and contingencies outstanding: 

 

� Letters of guarantee amounting to SAR 4.8 million (SAR 4.1 million in 2003G and SAR 9.6 million in 

2004G) on which margins of SAR 0.8 million were paid (SAR 0.1 million in 2003G and SAR 0.7 million 

in 2004G). 

� Letters of credit amounting to SAR 6.1 million (SAR 0.4 million in 2003G and SAR 11.7 million in 

2004G) on which no margins were paid. 

 

 

7 . 7  C U R R E N T  T R A D I N G  A N D  P R O S P E C T S  

 

Red Sea’ operations have achieved consistent and healthy profitability which has grown over the years with a net income 

margin averaging 17% over the last three fiscal years 2003G-2005G. Red Sea has been able to successfully improve its 

profitability while also growing its revenues and improving its market position resulting in high levels of cash generation. The 

latest financials for the 8 months ended November 30, 2005 released by the Company show a net profit of SAR 93 million 

which represents a record net income margin of 34%.  

 

Long-term growth prospects of Red Sea appear positive with expectations of continuing high levels of project activity and 

industrialization across the Middle East, driven especially by (i) high oil prices (ii) government efforts aimed at economic 

diversification and (iii) massive development potential in Africa in the face of increasing international efforts and development 
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aid. Red Sea intends to continue its policy of providing the most suitable products to its customers supported by the state of 

the art technology, equipment, and practices which will require continuous investments in the facilities and human resource 

capabilities. 

 

Currently the Company does not have any plans to undertake any material change to the nature of its business. 

 

 

7 . 8  S T A T E M E N T  O F  M A N A G E M E N T ’ S  R E S P O N S I B I L I T Y  F O R  

F I N A N C I A L  I N F O R M A T I O N  

 

The Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) has been drafted by 

the Management of Red Sea and approved by the Board of Directors. Except as set forth in this Prospectus, Management 

believes that there has been no material adverse change in the financial position or prospects of the Company as of the date 

of this Prospectus and accepts full responsibility for the authenticity and accuracy of the information and analysis of financial 

results and confirms, after making all reasonable inquiries, that full and fair disclosure has been made and there are no other 

information or documents the omission of which make any information or statements therein misleading. 
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8  D I V I D E N D  R E C O R D  A N D  P O L I C Y  
 

The Company intends to pay dividends to its shareholders with a view to maximizing shareholder value depending on the 

Company’s income, its financial condition, market conditions, general economic conditions, and other factors, including 

available investment opportunities, and reinvestment needs, cash and capital needs, business prospects, as well as other legal 

and regulatory considerations. Dividends will be distributed in Saudi Arabian Riyals (“SAR”). 

 

Although the Company intends to pay annual dividends to its shareholders, it does not make any assurance that any 

dividends will actually be paid nor any assurance as to the amount, which will be paid in any given year. The distribution of 

dividends is subject to certain limitations contained in the Company’s By-Laws. 

 

The Offer Shares will be entitled to receive dividends declared by the Company from the date of commencement of the 

Offering Period and for subsequent fiscal years. The following table summarizes the Company’s net income and dividends 

declared by the Company for the fiscal years ending March 31, 2003G, 2004G, and 2005G. 

 

Exhibit 8.1: Dividend Record of the Company (SAR 000s)Exhibit 8.1: Dividend Record of the Company (SAR 000s)Exhibit 8.1: Dividend Record of the Company (SAR 000s)Exhibit 8.1: Dividend Record of the Company (SAR 000s)    

YearYearYearYear    Net IncomeNet IncomeNet IncomeNet Income    Dividends Decla redDividends Decla redDividends Decla redDividends Decla red    

2003G 22,733 10,987 

2004G 63,030 31,624 

2005G 97,933 48,639 

Source: Red Sea 

 

 

It should be noted that the Company is expected to pay approximately SAR 60 million in dividends to the Existing 

Shareholders for the fiscal year ending March 31 2006G. 
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9  C A P I T A L I Z A T I O N  
 

The table below sets out the capitalization of Red Sea as derived from the audited financial statements of the Company for the e ight 

months ended November 30, 2005G. The fo llowing table should be read in conjunction with the financial statements, and the notes 

thereto, included in the section “Auditor’s Report” of this Prospectus. 

 

Exhibit 9.1: Red Sea  Capita lization as of November 30, 2005G (SAR 000s)Exhibit 9.1: Red Sea  Capita lization as of November 30, 2005G (SAR 000s)Exhibit 9.1: Red Sea  Capita lization as of November 30, 2005G (SAR 000s)Exhibit 9.1: Red Sea  Capita lization as of November 30, 2005G (SAR 000s)    

Debt:  

Short Term 741 

Long Term 0 

Shareholder Loans 2,811 

Total Debt and Shareholders AccountsTotal Debt and Shareholders AccountsTotal Debt and Shareholders AccountsTotal Debt and Shareholders Accounts    3 ,5523,5523,5523,552    

Shareholders' Equity  

Share Capital 3 ,000 

Transferred from retained earnings for the increase in capital * 147,000 

Legal Reserves 1,500 

Retained Earnings 55,459 

Total Shareholders' EquityTotal Shareholders' EquityTotal Shareholders' EquityTotal Shareholders' Equity    206,959206,959206,959206,959     

Total Capitaliza tionTotal Capitaliza tionTotal Capitaliza tionTotal Capitaliza tion     210,511210,511210,511210,511     

Source: Red Sea, Figures are rounded 

 ** In addition the amount transferred from retained earnings for the increase in capital of SAR 147 million, the Dabbagh Group 

injected SAR 150 million on December 4 2005G, which was deposited at Saudi Hollandi Bank for the capital increase. Accordingly, 

the total capital of the Company after the proposed increase will be SAR 300 million. 

 

Pursuant to the Partners Resolution signed by the Existing Shareholders and notarized before the Notary Public of the 

Chamber of Commerce and Industry in the Eastern Province on 29/6/1427H (Corresponding to 25/7/2006G), the Capital of 

the company was increased from SAR 3 million (consisting of 3 ,000 Shares at a nominal value of SAR 1,000 each) to SAR 

300 million (consisting of 30,000,000 Shares at a nominal value of SAR 10 each) through a transfer of SAR 147 million from 

retained earnings as of November 30, 2005G and the injection of SAR 150 million in new capital by the Dabbagh Group, on 

December 4, 2005G. 

 

The table below sets out the Pro Forma capitalization of Red Sea including SAR 147 million transferred for retained earnings as of  

November 30, 2005G 2005G and the injection of SAR 150 million in new capital by the Dabbagh Group. 

 

Exhibit 9.2: Red Sea  Pro Forma Capita lization Exhibit 9.2: Red Sea  Pro Forma Capita lization Exhibit 9.2: Red Sea  Pro Forma Capita lization Exhibit 9.2: Red Sea  Pro Forma Capita lization aaaafter fter fter fter Injection of SAR 150 MInjection of SAR 150 MInjection of SAR 150 MInjection of SAR 150 Millionillionillionillion in New Capital in New Capital in New Capital in New Capital  (SAR 000s)  (SAR 000s)  (SAR 000s)  (SAR 000s)    

Debt:  

Short Term 741 

Long Term 0 

Shareholder Loans 2,811 

Total Debt and Shareholders AccountsTotal Debt and Shareholders AccountsTotal Debt and Shareholders AccountsTotal Debt and Shareholders Accounts    3 ,5523,5523,5523,552    

Shareholders' Equity  

Share Capital 3 ,000 

Transferred from retained earnings for the increase in capital * 147,000 

Capital Injection 150,000 

Legal Reserves 1,500 

Retained Earnings 55,459 

Total Shareholders' EquityTotal Shareholders' EquityTotal Shareholders' EquityTotal Shareholders' Equity    353535356,9596,9596,9596,959     

Total Capitaliza tionTotal Capitaliza tionTotal Capitaliza tionTotal Capitaliza tion     360360360360,511,511,511,511     

Source: Red Sea, Figures are rounded 

 
The Existing Shareholders injected SAR 150 million to increase the capital for the following reasons: 
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� A strengthening of the Company’s balance sheet was deemed necessary to ensure Red Sea could capitalize on attractive 

opportunities for continued growth. Red Sea is bidding on an increasing number of large-scale projects and since the 
services provided by Red Sea are critical to the ability of its clients to commence operations, its customers are 

increasingly demanding sizeable bid bonds, performance bonds, warranties or other evidence that bidders have the 

capability to deliver on their projects. Such bonds frequently amount to around 10% - 15% of the amount of the 
underlying contract size.  

 
� Red Sea continues to invest in high levels of inventory to ensure that it may compete aggressively on delivery times for 

large and profitable projects. The absence of a down-payment in many contracts requires significant availability of funds 
to finance the start-up phase of such projects. Such projects also require additional investment in other areas, including 

additional personnel to meet project strict specifications (e.g. safety officers). 

 
� The establishment of the Republic of Ghana plant constituted an important strategic milestone for Red Sea but required 

significant financial investment. In addition to the SAR 6.5 million for the plant construction, Red Sea also invested heavily 
in inventories, and purchases to meet production requirements in Ghana constituted the main driver of the SAR 30.698 

million increase in raw materials as of November 30, 2005G. The capital injection serves to ensure the Company retains 
sufficient levels of liquid capital to meet its further expansion objectives.  

 

� Red Sea has recently been successful in obtaining an important contract related to the Qatargas 3 and Qatargas 4 LNG 
gas projects following a bidding process which dates back several months. In addition to the sizeable working capital 

requirements to fund inventories to carry out this contract, Red Sea has also taken the decision to establish a new 
manufacturing plant in Qatar. The Company is in the process of acquiring land in Qatar and the total investment costs 

are expected to be broadly similar to the investment in Ghana.  
 

� The Company has been developing an important new initiative relating to a housing compound in Algeria which would 
represent a total investment cost of approximately US$ 9 million (SAR 33.75m). If successful, the Company would seek 

to roll this concept out in other markets, with a project in South East Asia already under review. 

 
� In addition to the considerable opportunities for organic growth, Red Sea may also consider other opportunities to 

expand its core activities. These could include diversification into related sectors (such as the water treatment sector) 
and strategic acquisitions of other industry players.     

 

All ordinary shares of the Company are issued and fully paid. Red Sea confirms that neither the Company’s capital nor the 

capital of any affiliates is under option. 

 

As of 31/03/2005G, the Company had no contingent liabilities other than as disclosed in the Financial Statements. 
 

Exhibit 9.Exhibit 9.Exhibit 9.Exhibit 9.3333: Ownership Structure  of Red Sea: Ownership Structure  of Red Sea: Ownership Structure  of Red Sea: Ownership Structure  of Red Sea     

PrePrePrePre----OfferingOfferingOfferingOffering        PostPostPostPost----OfferingOfferingOfferingOffering     
    

SharesSharesSharesShares    PercentPercentPercentPercent    Capital (SAR)Capital (SAR)Capital (SAR)Capital (SAR)****        SharesSharesSharesShares    PercentPercentPercentPercent    Capital (SAR)Capital (SAR)Capital (SAR)Capital (SAR)****    

Dabbagh Group Holding 

Company Limited 24,300,000 81.00% 243,000,000  15,300,000 51.00% 153,000,000 

Tanmiah Commercial Group 1,200,000 4.00% 12,000,000  1,200,000 4.00% 12,000,000 

Supreme Foods Company 

Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

National Scientific Company 

Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Marketing and Commercial 

Agencies Company Limited 1,500,000 5.00% 15,000,000  1,500,000 5.00% 15,000,000 

Offering Subscribers 0 0.00% 0  9 ,000,000 30.00% 90,000,000 

TotalTotalTotalTotal    30303030,000,000,000,000,000,000,000,000    100.00%100.00%100.00%100.00%    300,000,000300,000,000300,000,000300,000,000         30303030 ,000,000,000,000,000,000,000,000    100.00100.00100.00100.00%%%%    300,000,000300,000,000300,000,000300,000,000     
*SAR 10 par value/share 
Source : Red Sea 
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The Company’s liquidity is strong, as evidenced by its consistent capacity to generate positive operating cash flows and as a 

consequence, claims have traditionally been met from current cash flows. However, in the event of short-term liquidity being 

required, Red Sea has unused bank facilities, in aggregate of SAR 138.1 million. The Company’s policy is to use its bank 

facilities primarily to fund the working capital requirements on a short term basis. For additional information of the Company’s 

borrowings and repayments, please refer to the “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations” section of this Prospectus. 
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1 0  U S E  O F  P R O C E E D S  
 

The total proceeds from the Offering are estimated at SAR 522,000,000, of which an estimated SAR 23,000,000 will be 

applied towards issue expenses, which includes fees due to the financial advisor, legal advisor, accounting advisor, media and 

public relations consultants, in addition to underwriting expenses, receiving bank expenses, printing and distribution expenses, 

and other issue related expenses. The estimated net proceeds of SAR 499,000,000 will be distributed to the Selling 

Shareholder. The Company will not receive any part of the proceeds from the Offering. The Selling Shareholder will bear all 

Offering expenses. 
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1 1  D E S C R I P T I O N  O F  T H E  S H A R E S  
 

1 1 . 1  S H A R E  C A P I T A L  

 

The share capital of Red Sea shall be SAR 300 million consisting of thirty (30) million Shares with a nominal value of SAR 10 

each, all of which are cash shares representing the entire paid in capital of the Company upon conversion.  

 

Once it is ascertained to be economically feasible and after obtaining the approval of the competent authorities, the General 

Assembly may, in an Extraordinary Meeting, adopt a resolution to increase the Company’s capital once or several times by 

issuing new shares having the same nominal value as the original shares, provided that the original capital shall have been paid 

in full, with due consideration to the requirements of the Companies Regulations. The said resolution shall specify the mode 

of increasing the capital, and the Shareholders shall have pre-emptive rights to subscribe for the new cash shares. The said 

shares shall be allotted to the original Shareholders who have expressed their desire to subscribe thereto, in proportion to 

the original shares owned by them, provided that the number of shares allotted to them shall not exceed the number of new 

shares they have applied for. The remaining new shares shall be allotted to the original Shareholders who have asked for 

more than their proportionate share, in proportion to the original shares they own, provided that that their total allotment 

does not exceed the number of new shares they have asked for. Any remaining new shares shall be offered for public 

subscription. 

 

The Company may, based on certain justifiable causes, reduce its capital if it proves to be in excess of the Company’s needs 

or if the Company sustains losses. This decision must be made through a resolution adopted by the General Assembly in an 

Extraordinary Meeting, and requires approval of the Minister of Commerce and Industry. Such resolution shall be issued only 

after reading the auditor’s report on the reasons calling for such reduction, the obligations to be fulfilled by the Company and 

the effect of the reduction on such obligations, with due consideration to the provisions of the Companies Regulations. The 

resolution shall provide for the manner in which the reduction shall be made. If the reduction of the capital is due to its being 

in excess of the Company’s needs, then the Company’s creditors must be invited to express their objection thereto within 

sixty (60) days from the date of publication of the reduction resolution in a daily newspaper published in the city where the 

Company’s head office is located. Should any creditor object and present to the Company evidentiary documents of such 

debt within the time limit set above, then the Company shall pay such debt, if already due, or present an adequate guarantee 

of payment if the debt is due on a later dates. 

 

 

1 1 . 2  T H E  S H A R E S  

 

The Shares shall be nominal shares and may not be issued at less than their nominal value. However, the shares may be 

issued at a value higher than their nominal value, in which case, the difference in value shall be added to the legal reserve, 

even if the reserve has reached its maximum limit. A share shall be indivisible. If a share is held by several persons, they shall 

designate one person to act on their behalf in exercising the rights connected with the share. In such a case, they shall be 

jointly responsible for the obligations resulting from the share ownership. 

 

The transfer of Shares shall be governed by and comply with the regulations governing companies listed on Tadawul. 

Transfers made other than in accordance with these Articles shall not be valid. 

 

 

1 1 . 3  S H A R E H O L D E R S ’  R I G H T S  

 

Each Share shall give its holder equal rights in the Company’s assets and dividends as well as the right to attend and vote at 

meetings of the General Assembly. 

 

 

1 1 . 4  V O T I N G  R I G H T S  

 

Each shareholder holding twenty (20) Shares or more shall have the right to attend the General Assembly. A shareholder 

may delegate in the form of a written proxy, another shareholder, other than the members of the Board of Directors, to 
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attend the General Assembly on his/her behalf. The votes in the Ordinary General Assembly as well as in the Extraordinary 

General Assembly shall be counted on the basis of one vote for every share. 

 

Resolutions of the Ordinary General Assembly shall be made only by an absolute majority vote of the shares represented 

therein.  

 

Resolutions of the Extraordinary General Assembly shall be made by a majority vote of two thirds (2/3) of the shares 

represented at the meeting, except for resolutions pertaining to the increase or the reduction of the capital, the extension of 

the duration of the Company before its term or the merger into another company or establishment. In such cases, the 

resolution shall not be considered as valid unless issued by the majority vote of three quarters (3/4) of the shares represented 

at the meeting. 

 

Each shareholder shall have the right to discuss the items listed in the General Assembly’s agenda and to raise questions to 

the members of the Board and the Auditor in this respect. The Board of Directors or the Auditor shall answer the 

Shareholders’ questions to the extent that does not risk harming the interest of the Company. Should a shareholder feel 

unsatisfied with the reply, he can raise the issue with the General Assembly whose resolution is to be considered as final. 

 

 

1 1 . 5  S H A R E H O L D E R S  A S S E M B L I E S  

 

A General Assembly duly convened shall be considered representing all the Shareholders, and shall be held in the city where 

the Company’s head office is located. 

 

Meetings of the General Assembly may be conducted by way of ordinary or extraordinary meetings. Except for matters 

reserved for the Extraordinary General Assembly, the Ordinary General Assembly shall be in charge of all matters concerning 

the Company. The Ordinary General Assembly Meeting must be held at least once per year during the six months following 

the end of the Company’s fiscal year. Other ordinary assemblies may be convened as often as needed.  

 

The Extraordinary General Assembly shall have the power to amend the Company’s By- Laws, except for such provisions as 

may be impermissible to be amended under the Regulations. Furthermore, the Extraordinary General Assembly may pass 

resolutions on matters falling within the competence of the Ordinary General Assembly under the same conditions applicable 

to the latter. 

 

A notice of the date and agenda of the General Assembly shall be published in the Official Gazette as well as in a daily 

newspaper, distributed in the city of the Company’s headquarters, at least twenty five (25) days prior to the date of meeting. 

Alternatively, it is sufficient to send invitations by registered mail to all the Shareholders. A copy of the invitation and the 

agenda is to be sent to the Companies General Department at the Ministry of Commerce and Industry. 

 

The Board of Directors shall convene a meeting of the Ordinary General Assembly if requested to do so by the Auditors or 

by a number of Shareholders representing at least five percent (5%) of the Company’s capital. 

 

The meeting of the Ordinary General Assembly shall not be considered representative unless attended by Shareholders 

representing 51% of the Company’s capital at the minimum. Should such participation level not be achieved in the first 

meeting, the Assembly shall be convened once again within the following thirty (30) days. The invitation shall be issued as 

determined by Article (32) of the Company’s By-Laws. The second meeting shall be considered representative irrespective of 

the number of shares represented. 

 

To be considered representative, the meeting of the Extraordinary General Assembly should be attended by a number of 

Shareholders representing at least 51% of the Company’s capital. If such requirement is not met in the first meeting, the 

Assembly shall be summoned once again within the following thirty (30) days. The second meeting shall be considered 

representative if attended by a number of Shareholders representing at least one quarter (1/4) of the Company’s capital. 

The General Assembly shall be presided over by the Chairman of the Board of Directors or, in his absence, the Director 

designated by him. The Chairman shall appoint a secretary for the meeting and a canvasser. Minutes shall be prepared for the 

meeting showing the names of Shareholders present in person or represented by proxy, the number of the shares held by 

each, the number of votes attached to such shares, the resolutions adopted at the meeting, the number of votes assenting or 
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dissenting to such resolutions and a comprehensive summary of the discussions that took place at the meeting. Such minutes 

shall be regularly recorded after each meeting in a special register to be signed by the Chairman of the Assembly, the 

secretary and the canvasser. 

 

1 1 . 6  Z A K A T  

 

The Company is subject to zakat in accordance with the regulations of the Department of Zakat and Income Tax (“DZIT”). 

Zakat is accrued and charged to the statement of income currently. The Jebel Ali branch is not subject to any zakat or 

income taxes in the country of operations. 

 

 

1 1 . 7  D U R A T I O N  A N D  W I N D I N G - U P  O F  T H E  C O M P A N Y  

 

The duration of the Company shall be 99 years commencing on the date of issuance of the Minister of Commerce’s 

resolution announcing the conversion of the Company. The duration may be extended by a resolution of the Extraordinary 

General Assembly taken, at least, one year prior to the expiration of the term of the Company. 

 

Upon the expiration of the Company’s period, or in case of dissolution before its term, the Extraordinary General Assembly 

shall decide upon the method of liquidation based on the Board of Directors’ recommendation. It shall also appoint one or 

more liquidators and determine their functions and fees. 

 

The powers of the Board of Directors shall cease upon the Company’s expiry. However, the Board of Directors shall remain 

responsible for the management of the Company until the liquidators are specified. The Company’s administrative 

departments shall maintain their powers to the extent that they do not interfere with the powers of the liquidators. 
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1 2  S U M M A R Y  O F  T H E  C O M P A N Y ’ S  P R O P O S E D  B Y -
L A W S  

 

     

 

Name of the  Company: Name of the  Company: Name of the  Company: Name of the  Company: The name of the Company shall be “Red Sea Housing Services Company”, a Saudi joint stock 

company. 

 

Objectives of the  Company: Objectives of the  Company: Objectives of the  Company: Objectives of the  Company: The objectives of the Company are: 

 

1. To purchase lands and real estates with the object of developing and improving same, to construct residential and 

commercial buildings thereon and to exploit same by sale or lease for the benefit of the Company. 

 

2. Buildings General Contracting:  “Construction-Repair-Demolition and Renovation”.  This includes general buildings 

– residential, commercial and industrial buildings – educational facilities – entertainment and sports facilities – 

health facilities – airport buildings and manufactured buildings. 

 

3. Undertake maintenance and operation of buildings, roads, water and sewerage facilities, medical centers, sports 

centers, maintenance and operation of electrical and mechanical installations, city cleaning. 

 

4. Manufacturing of pre-fabricated buildings and building components utilizing metal, wood, lightweight concrete, 

PVC and fiberglass including but not limited to single and multistory houses, offices, dormitories, recreation 

buildings, dining halls, kitchens,  chiller/freezer rooms, laundry rooms, store rooms, security rooms, schools, clinics 

and hotels. 

 

5. Manufacturing of transportable waste water treatment plants, potable water treatment plants, shipping containers 

and power generation plants. 

 

6. Manufacturing of molded fiberglass plumbing fixtures such as but not limited to, sinks, shower surrounds, bathtubs, 

countertops, tanks and associated moldings. 

 

7. Maintenance of oil field and petrochemical steel structures of all types including on-shore and off-shore 

equipment.  

 

8. Extrusion manufacturing of all types of PVC and polystyrene shapes. 

 

9. To undertake the construction of utility and civil works including but not limited to concrete, plumbing, electrical, 

waste collection treatment and removal, recreational facilities such as sports courts, swimming pools, roadways, 

walkways, lighting, communication systems, fire detection and fire fighting systems and any other related civil 

works. 

 

10. Management of residential and commercial real estate properties. 

 

11. To engage in retail and wholesale trade of building materials, industrial equipment and road construction 

equipment. 

 

12. To engage in sub-contracting of specialized works such as but not limited to decorations of all types, earth 

removal filling and compacting, finishings, buildings erections and installations, construction equipment hire and 

operation.  

 

The Company shall obtain the necessary licenses from the relevant authorities prior to performing any of the activities listed 

above which require a license. 

 

The Company may have an interest in, or participate in any manner with, other organizations or companies which perform 

activities similar to those it undertakes or which may help it to realize its objectives. The Company may also own shares in 



 

97 

other existing companies and may merge with, be taken over by, or purchase other companies. The Company may also own 

shares in such companies and other existing companies, may merge with, be taken over by, or purchase these companies. 

The Company may participate in any form with other companies provided that its level of participation shall not exceed 20% 

of the Company’s free reserves and 10% of the share capital of the company in which it invests. The General Assembly shall 

be notified of any such participation at its first meeting. 

 

Head Office of the  Company: Head Office of the  Company: Head Office of the  Company: Head Office of the  Company: The Company’s head office shall be in the city of Jubail, Saudi Arabia. The Board of Directors 

may transfer the head office to any other city in the Kingdom of Saudi Arabia and may establish branches, offices or agencies 

for the Company within or outside the Kingdom of Saudi Arabia.  

 

Duration of the Company: Duration of the Company: Duration of the Company: Duration of the Company: The duration of the Company shall be ninety-nine (99) years commencing on the date of 

issuance of the Minister of Commerce’s resolution announcing the conversion of the Company. The Company’s period may 

always be extended by a resolution of the Extraordinary General Assembly taken at least one year prior to the expiration of 

the term of the Company.  

 

Capital oCapital oCapital oCapital of the Company: f the Company: f the Company: f the Company: The share capital of the Company shall be three hundred million Saudi Riyals (SAR 300,000,000), 

divided into thirty million (30,000,000) registered shares of equal value of ten Saudi Riyals (SAR 10) each, all of which are 

cash shares representing the entire paid in capital of the Company upon conversion.    

 

Shareholders of the Company: Shareholders of the Company: Shareholders of the Company: Shareholders of the Company: The owners of the Shares upon conversion are as follows: 

 

No.No.No.No.    NameNameNameName    PercentagePercentagePercentagePercentage    Number of SharesNumber of SharesNumber of SharesNumber of Shares    Value  in Saudi Riya lsValue  in Saudi Riya lsValue  in Saudi Riya lsValue  in Saudi Riya ls    

1 
Dabbagh Group Holding Company 

Limited 

51% 15,300,000 153,000,000 

2 
Tanmiah Commercial Group 

4% 1,200,000 12,000,000 

3 
Supreme Foods Company Limited 

5% 1,500,000 15,000,000 

4 
National Scientific Company Limited 

5% 1,500,000 15,000,000 

5 
Marketing and Commercial Agencies 

Company Limited 

5% 1,500,000 15,000,000 

    Tota lTota lTota lTota l    70%70%70%70%    21,000,00021,000,00021,000,00021,000,000    210,000,000210,000,000210,000,000210,000,000    

 

 

The remaining shares, amounting to nine million (9,000,000) shares and representing 30% of the Company’s capital, shall be 

offered for public subscription through participating banks in Saudi Arabia in accordance with the Companies Regulations and 

the Capital Market Law and its Implementing Regulations. 

 

Preferred Shares: Preferred Shares: Preferred Shares: Preferred Shares: Upon approval of, and in accordance with guidelines set by, the Minister of Commerce and Industry, the 

Company may issue non-voting preferred shares in an amount not to exceed fifty percent (50%) of the Company’s capital. In 

addition to their right to receive dividends, holders of such shares shall be granted the following: 

 

a) The right to a specified percentage of net income, after deducting statutory reserves and before distributing any 

of the Company’s profits, in an amount not less than five percent (5%) of the par value of each share, 

 

b) Preference in recovery of the value of their shares upon liquidation of the Company, and in receiving any specified 

proceeds from such liquidation. 

 

The Company may purchase these shares in accordance with a resolution of the Board of Directors. These shares do not 

factor into calculation of the quorum required to hold a General Assembly, pursuant to Articles (34) and (35) of the 

Company’s By-Laws. 
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Bonds: Bonds: Bonds: Bonds: The Company may issue negotiable and indivisible bonds of equal value against the borrowings it contracts in 

accordance with the Companies Regulations and the Capital Market Law and its Implementing Regulations. 

 

NonNonNonNon----Payment of Shares: Payment of Shares: Payment of Shares: Payment of Shares: If a Shareholder fails to pay the value of the shares at the times set therefore, then the Board of 

Directors may sell such shares in a public auction, after having warned the Shareholder by means of a registered letter to the 

address stated in the Shareholders Register. However, the Shareholder may still, in such a situation, pay the value due plus the 

expenses incurred by the Company up to the day set for the auction.  The Company shall recover what is due to it from the 

sale proceeds and refund the balance to the Shareholder. If the sale proceeds are insufficient to cover the Company’s dues, 

then the Company may recover the entire amount due from the Shareholders’ wealth. If this is done, then the Company shall 

cancel the share sold and give the purchaser a new share bearing the same number of the cancelled share, a notation of 

which shall be made in the Shareholders Register. 

 

The Shares: The Shares: The Shares: The Shares: The shares shall be nominal shares and may not be issued at less than their nominal value. However, the shares 

may be issued at a value higher than their nominal value, in which case the difference in value shall be added to the statutory 

reserve, even if the reserve has reached its maximum limit. A share shall be indivisible vis-à-vis the Company. In the event that 

a share is owned by several persons, they shall select one person from amongst them to exercise, on their behalf, the rights 

pertaining to the share, and they shall be jointly responsible for the obligations arising from the ownership of the share. 

 

Transfer of Shares: Transfer of Shares: Transfer of Shares: Transfer of Shares: The shares shall be transferable in accordance with the rules, regulations and directives issued by the 

Capital Market Authority.  

 

Shareholders Register: Shareholders Register: Shareholders Register: Shareholders Register: The nominal shares shall be transferred by being recorded in the Shareholders Register which shall 

contain the names of the Shareholders, their nationalities, their occupations, their domicile and address, the serial numbers of 

the shares and the value paid-up on such shares. An annotation of such recording shall be made on the share certificates. The 

transfer of title to a share shall not be effective vis-à-vis the Company or any third party except from the date of such 

recording in the said Register or the completion of the transfer procedures through the Shares Information Computerized 

system. The subscription or ownership of the shares by a Shareholder shall mean the acceptance by the Shareholder of the 

Company’s By-Laws and his submission to the resolutions duly passed by the General Assembly of the Shareholders in 

accordance with the Company’s By-Laws, whether the Shareholder was present or absent and whether the Shareholder 

agreed to such resolutions or objected to them. 

 

Share Certifica tes: Share Certifica tes: Share Certifica tes: Share Certifica tes: The Company shall issue share certificates with serial numbers. The shares shall be signed by the 

Chairman of the Board of Directors, or by a member of the Board authorized on the Chairman’s behalf and stamped with 

the Company’s stamp. The Share certificate shall, in particular, show the number and date of the Ministerial Resolution 

announcing the conversion of the Company, the value of the capital, the number of shares, the share’s nominal value, the 

paid-up value, a summary of the Company’s objectives and the Company’s head office and term. The shares may have 

coupons with serial numbers, and each coupon shall bear the number of the share to which it is attached. 

 

Increase of Capital:Increase of Capital:Increase of Capital:Increase of Capital: Once it is ascertained to be economically feasible and after obtaining the approval of the competent 

authorities, the General Assembly may, in an Extraordinary Meeting, adopt a resolution to increase the Company’s capital 

once or several times by issuing new shares having the same nominal value as the original shares, provided that the original 

capital shall have been paid in full, with due consideration to the requirements of the Companies Regulations and the Capital 

Market Law and its Implementing Regulations. The said resolution shall specify the mode of increasing the capital, and the 

Shareholders shall have preemptive rights to subscribe for the new cash shares. The Shareholders shall be notified of the 

preemptive rights vested in them by notice to be published in a daily newspaper addressing the capital increase resolution 

and the conditions of subscription, or by written notice to the shareholder by registered mail. Each Shareholder shall express 

the desire to exercise such preemptive rights, if they so wish, within fifteen (15) days of the publication of such notice or 

receipt of such notice by registered mail. 

 

The said shares shall be allotted to the original Shareholders who have expressed their desire to subscribe thereto, in 

proportion to the original shares owned by them, provided that the number of shares allotted to them shall not exceed the 

number of new shares they have applied for. The remaining new shares shall be allotted to the original Shareholders who 

have asked for more than their proportionate share, in proportion to the original shares they own, provided that that their 

total allotment does not exceed the number of new shares they have asked for. Any remaining new shares shall be offered 
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for public subscription. Article (10) of the Company’s By-Laws shall apply to payment of the value of shares issued pursuant 

to Article (15) of the Company’s By-Laws. 

 

Decrease  of Capital:Decrease  of Capital:Decrease  of Capital:Decrease  of Capital:    The Company may, based on certain justifiable causes, reduce its capital if it proves to be in excess of 

the Company’s needs or if the Company sustains losses. This decision must be made through a resolution adopted by the 

General Assembly in an Extraordinary Meeting, and requires approval of the Minister of Commerce and Industry. Such 

resolution shall be issued only after reading the auditor’s report on the reasons calling for such reduction, the obligations to 

be fulfilled by the Company and the effect of the reduction on such obligations, with due consideration to the provisions of 

the Companies Regulations. The resolution shall provide for the manner in which the reduction shall be made. If the 

reduction of the capital is due to its being in excess of the Company’s needs, then the Company’s creditors must be invited 

to express their objection thereto within sixty (60) days from the date of publication of the reduction resolution in a daily 

newspaper published in the city where the Company’s head office is located. Should any creditor object and present to the 

Company evidentiary documents of such debt within the time limit set above, then the Company shall pay such debt, if 

already due, or present an adequate guarantee of payment if the debt is due on a later date. 

 

Constitution of the Board of Directors: Constitution of the Board of Directors: Constitution of the Board of Directors: Constitution of the Board of Directors: The Company shall be managed by a Board of Directors composed of nine (9) 

members to be appointed by the Ordinary General Assembly for a term of three years commencing as of the date of the 

Ministerial Resolution declaring the Company’s conversion. 

 

Qualification Shares: Qualification Shares: Qualification Shares: Qualification Shares: Each member of the Board of Directors shall be a holder of a number of the Company’s shares having 

a nominal value of no less than ten thousand Saudi Riyals (SAR 10,000). Such shares shall be deposited in a bank designated 

by the Minister of Commerce and Industry within thirty (30) days from the date of the appointment of the director. Such 

shares shall be kept aside to guarantee the liability of the Board members and shall remain non-negotiable until the expiry of 

the period specified for hearing the liability action provided for under Article 76 of the Companies Regulations or until a 

judgment is passed on said action. Each Shareholder in the Company with a legal personality shall provide the qualification 

shares for the director representing it or his replacement. Should a member of the Board of Directors fail to submit such 

qualification shares within the period specified therefore, his membership in the Board shall be deemed null and void. 

 

Vacancies: Vacancies: Vacancies: Vacancies: Membership of the Board of Directors shall be terminated upon the expiration of the appointment period, or 

resignation of the Director, or death of the Director, or if he is removed from his office by a resolution passed by a majority 

of 51% of the shares represented at an Ordinary General Assembly meeting or if he is convicted of an offence involving 

dishonesty, fraud or moral turpitude, or if he becomes bankrupt or makes any arrangement or compounds with his creditors. 

Termination of membership shall also occur under any law or regulations prevailing in Saudi Arabia. Termination of 

membership shall also occur if the member becomes unsuitable for membership under any law or regulations prevailing in 

the Kingdom. 

 

If the office of a Board member becomes vacant, the Board may appoint a member in the vacant position temporarily, 

provided that such appointment is put forward before the first meeting of the Ordinary General Assembly for endorsement. 

The term of office of the new member designated to fill a vacancy shall only extend to the term of office of his predecessor. 

In case the number of the members of the Board of Directors falls below the quorum required for the proper convening of 

the Board meetings, the General Assembly shall be called for an Ordinary Meeting as soon as possible in order to appoint the 

necessary number of Board members. 

    

Powers of the Board of Directors: Powers of the Board of Directors: Powers of the Board of Directors: Powers of the Board of Directors: Without prejudice to the powers conferred on the General Assembly, the Board of 

Directors shall be vested with full powers to manage the business of the Company and supervise its affairs within and outside 

the Kingdom of Saudi Arabia.  

 

The Board of Directors is empowered, for example and without limitation, to represent the Company in its relationship with 

others and before all Government departments, the Shariah Courts, the Board of Grievances, Labour Offices, Primary and 

Supreme Committees of Settlement of Labour Disputes, the Committee for the Enforcement of Negotiable Instruments, and 

all other courts of law or judicial bodies, Boards of Arbitration, Police Departments, the Directorate of Civil Rights, Chambers 

of Commerce and Industry, all companies and establishments, commercial banks, exchanges, financial institutions, government 

funds and other lenders; to plead, raise, defend, ask for, accept and settle claims, enforce and defend against judgments, 

participate in tenders, to sign on behalf of the Company all documents including articles of association of companies in which 

the Company shall participate, and to amend the same, to sign winding-up resolutions, as well as any other contracts, deeds, 



 

100 

and declarations before public notaries or other official bodies, to sign loan agreements, guarantees, mortgages, leases and 

deeds for the sale and purchase of land and buildings and all other contracts and agreements, and to delegate some or all of 

these powers, under powers of attorney or any other written authorizations to any other person or persons; to open, 

operate and close bank accounts, to receive and issue checks and to sign receipts, discharges, acknowledgments, bills of 

exchange, promissory notes, checks, and all negotiable instruments; to buy, sell, and mortgage real estate. 

 

The Board of Directors is specifically empowered to contract loans with government financial funds and institutions and 

commercial loans with commercial banks and financial institutions for any term including terms exceeding three (3) years. 

The Board of Directors may provide financial support to any of the companies in which the Company participates or any of 

the Company’s affiliates or sister companies and may guarantee the credit facilities obtained by any of the companies in which 

the Company participates or any of the Company’s affiliates or sister companies provided that the other shareholders in 

these companies provide such financial support each in proportion to its ownership in that company.  

 

The Board of Directors may release the Company’s debtors from their obligations as it deems necessary. 

 

The Board of Directors may, within the limits of its jurisdiction, authorize and delegate one or more of its members or a third 

party to undertake a specific function or functions, and revoke such delegations in whole or in part. 

 

Remuneration of Board of Directors: Remuneration of Board of Directors: Remuneration of Board of Directors: Remuneration of Board of Directors: Remuneration of the members of the Board of Directors (if any) shall be determined 

by the Ordinary General Meeting in accordance with the official decisions and instructions issued in this regard, within the 

limits of the provisions of the Companies Regulations and the laws or regulations complementary thereto. Directors may in 

addition be paid an attendance and transportation allowance as determined by the Board of Directors and the regulations 

and decisions issued in this respect. The report submitted by the Board of Directors to the Ordinary General Assembly shall 

contain a statement of all payments made to the members of the Board during the fiscal year; salaries, share in profits, 

attendance allowance, expenses and other benefits. It shall as well contain a statement of payments made in consideration for 

technical, administrative or consultancy assignments carried out by the Board’s members. 

 

Cha irman, Managing Director and Secretary: Cha irman, Managing Director and Secretary: Cha irman, Managing Director and Secretary: Cha irman, Managing Director and Secretary: The Board of Directors shall appoint a Chairman from among its members. 

The Board of Directors may also appoint a Managing Director from among its members. The Board may choose one person 

to be the Chairman and the Managing Director at the same time. The Chairman shall have the powers to convene the Board 

to meet and preside over its meetings. 

 

The Chairman and the Managing Director (in the event that one is appointed) shall be authorized to individually or jointly 

represent the Company in its relationship with others and before judicial bodies, Government departments, Notaries Public, 

courts of law, Commissions for settlements of disputes, Boards of Arbitration, Directorate of Civil Rights, Police Departments, 

Chambers of Commerce and Industry, all companies and establishments; to issue powers of attorney and to appoint and 

remove agents and attorneys; to raise, defend, plead, settle, acknowledge and arbitrate; to accept and reject judgments on 

behalf of the Company; to sign and execute all agreements, certificates and instruments including articles of association of 

companies in which the Company shall participate, and to amend the same, and to sign winding-up resolutions, as well as any 

other contracts, deeds, and declarations, before public notaries or other official bodies, loan agreements with government 

financial funds and institutions and commercial banks and financial institutions, guarantees, mortgages, leases, and terminating 

them; to collect entitlements and settle obligations on behalf of the Company; to buy, sell, make and accept transfers, receive, 

deliver, rent, lease, collect and make payments, and to participate in tenders; to open bank and credit accounts and to 

withdraw and deposit from the same; to issue instruments, checks and all negotiable instruments; to hire, contract with and 

appoint employees and workmen and to specify their salaries and remunerations and remove them, to request visas for 

employees and workmen from abroad, grant residency permits and work visas, and transfer and terminate their sponsorship; 

to authorize or delegate some or all of these powers to any other person or persons to do or cause to be done any act 

mentioned hereinabove, and to revoke such authorization or delegation in whole or in part. 

 

The Managing Director shall have such other powers as are specified by the Board of Directors, shall carry out such directives 

as are given to him by the Board of Directors. 

 

The Board of Directors shall, under a resolution to be adopted thereby, specify the compensation to be given to each of the 

Chairman and the Managing Director. 
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The Board of Directors shall appoint a secretary from among its members or others, and shall specify his duties, remuneration 

and terms of service. The Secretary’s duties shall include having the proceedings and resolutions of the Board of Directors 

written in minutes and recorded in a special register, intended for the said purpose, as well as maintaining and keeping such 

register.  

 

The term of the office of the Chairman, the Managing Director and the Secretary – if the Secretary is a Board member – shall 

not exceed their respective term of service as Directors. The term of the Chairman, the Managing Director and the Secretary 

of the Board may be renewed. 

 

Board Meetings: Board Meetings: Board Meetings: Board Meetings: The Board of Directors shall be convened at least twice a year upon a call by the Chairman. Such call shall 

be made in writing and delivered by hand or fax or sent by registered mail not less than two weeks prior to the date set for 

the meeting, unless otherwise agreed by the Board members. The Chairman of the Board shall call for a meeting if so 

requested by any two (2) Board members. 

 

Quorum and Representation: Quorum and Representation: Quorum and Representation: Quorum and Representation: A Board meeting shall be valid only if attended by at least four (4) members, three (3) of 

whom must attend in person. In the event that a member of the Board of Directors gives a proxy to another member to 

attend the Board meetings on his behalf, then such proxy shall be given in accordance with the following: 

 

a) A member of the Board of Directors may not act on behalf of more than one Board member as to attending the 

same meeting. 

 

b) A proxy shall be made in writing. 

 

c) A Board member acting by proxy may not vote on resolutions on which his principal is prohibited from voting 

under the law. 

 

The Board resolutions shall be adopted with the approval of the majority vote of the members present in person or 

represented by proxy and otherwise eligible to vote on the matter in question. In case of a tie, the Chairman of the Board or 

the Director presiding over the Board in the absence of the Chairman shall have a casting vote. 

 

The Board may adopt its resolution by circulation unless one Board member requests a meeting for deliberations on such a 

resolution. Such Resolutions shall be adopted with the approval of the majority vote of the Board members and shall be laid 

before the Board in its first following meeting. 

 

Minutes of Meetings: Minutes of Meetings: Minutes of Meetings: Minutes of Meetings: The Board deliberations and resolutions shall be drawn in minutes to be signed by the Board 

Chairman and the Secretary.  Such minutes shall be recorded in a special register to be signed by the Board Chairman and 

the Secretary. 

 

Conflicts of Interest: Conflicts of Interest: Conflicts of Interest: Conflicts of Interest: Members of the Board of Directors must declare to the Board of Directors or Executive Committee, 

as the case may be, any personal interest, whether direct or indirect, in any proposal, transaction or contract made for the 

account of the Company. Such declaration must be recorded in the minutes of the Board or Executive Committee meeting, 

as the case may be, and the interested Board member shall not participate in the deliberation or voting on the resolution to 

be adopted in this respect. 

 

Executive Committee: Executive Committee: Executive Committee: Executive Committee: The Board of Directors may appoint from among its members an Executive Committee.  The Board 

of Directors shall appoint a Chairman from among the members of the Committee and shall specify the number of members 

of the Committee and the required quorum for its meetings. In accordance with the directions and guidelines prescribed by 

the Board from time to time, the Committee may exercise all of the powers authorised by the Board. The Executive 

Committee may not revoke or alter any of the resolutions adopted, or rules laid down, by the Board of Directors. 

    

Genera l Assembly: Genera l Assembly: Genera l Assembly: Genera l Assembly: A General Assembly duly convened shall be deemed representing all the Shareholders, and shall be held 

in the city where the Company’s head office is located. 

 

Each shareholder owning twenty or more shares shall have the right to attend the General Assembly, whether in person or 

by proxy. Each shareholder, regardless of the number of shares held, shall have the right to attend the General Assembly. 
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Each Shareholder may authorize in writing another Shareholder, other than the members of the Board of Directors or 

employees of the Company, to attend the General Assembly on his/its behalf. 

 

Conversion General Assembly: Conversion General Assembly: Conversion General Assembly: Conversion General Assembly: The Conversion General Assembly shall be competent to deal with the following matters: 

 

1) To ascertain that the capital of the Company has been fully subscribed for. 

 

2) To approve the final text of the Company’s By-Laws.  

 

3) To deliberate on the report in respect of the activities and expenses required by the Company’s conversion. 

 

The Conversion General Assembly shall be valid only if attended by a number of Shareholders representing at least fifty-one 

percent (51%) of the Company’s capital. 

 

Ordinary Genera l Assembly: Ordinary Genera l Assembly: Ordinary Genera l Assembly: Ordinary Genera l Assembly: Except for matters reserved for the Extraordinary General Assembly, the Ordinary General 

Assembly shall be in charge of all matters concerning the Company. The Ordinary General Assembly shall be convened at 

least once a year, within six (6) months following the end of the Company's fiscal year. Additional Ordinary General 

Assembly meetings may be convened whenever needed. 

 

Extraordinary General Assembly: Extraordinary General Assembly: Extraordinary General Assembly: Extraordinary General Assembly: The Extraordinary General Assembly shall have the power to amend the Company’s By-

Laws, except for such provisions as may be impermissible to be amended under the law. Furthermore, the Extraordinary 

General Assembly may pass resolutions on matters falling within the competence of the Ordinary General Assembly under 

the same conditions applicable to the latter. 

 

Manner of Convening General Assemblies: Manner of Convening General Assemblies: Manner of Convening General Assemblies: Manner of Convening General Assemblies: The General Assembly shall be convened by the Board of Directors. The Board 

of Directors shall convene a meeting of the Ordinary General Assembly if requested to do so by the Auditors or by a 

number of Shareholders representing at least five percent (5%) of the Company’s capital. The summons shall be published in 

the Official Gazette and in a daily newspaper circulated in the city where the Company's head office is located at least 

twenty-five (25) days prior to the time set for such meeting. The summons shall include the agenda of the meeting. However, 

so long as the Company’s shares remain nominal, notice may be given at the time fixed above by registered letters. A Copy 

of the notice and the agenda shall be sent, within the period set for publication, to the Companies Department at the 

Ministry of Commerce and Industry. 

 

Record of Attendance at the Meetings of the  General Assembly: Record of Attendance at the Meetings of the  General Assembly: Record of Attendance at the Meetings of the  General Assembly: Record of Attendance at the Meetings of the  General Assembly: At the start of the General Assembly, a statement shall 

be prepared showing the names of the Shareholders, present or represented, and their addresses, as well as the number of 

shares hold by them and the number of votes to which they are entitled. Any interested party shall have the right to examine 

such list. 

 

Quorum of Ordinary General Assembly: Quorum of Ordinary General Assembly: Quorum of Ordinary General Assembly: Quorum of Ordinary General Assembly: A meeting of the Ordinary General Assembly shall be valid only if attended by 

Shareholders representing at least fifty-one percent (51%) of the Company’s capital. If such quorum cannot be attained at the 

first meeting, a second meeting shall be held within thirty (30) days following the time set for the preceding meeting. Such 

notice shall be published in the manner prescribed in Article (32) of the Company’s By-Laws. The second meeting shall be 

deemed valid irrespective of the number of shares represented therein. 

 

Quorum of Extraordinary General Assembly: Quorum of Extraordinary General Assembly: Quorum of Extraordinary General Assembly: Quorum of Extraordinary General Assembly: A meeting of the Extraordinary General Assembly shall be valid only if 

attended by Shareholders representing at least fifty-one percent (51%) of the Company’s capital. If such quorum cannot be 

attained at the first meeting, a second meeting shall be convened in the same manner provided for in Article (34) of the 

Company’s By-Laws. The second meeting shall be valid only if attended by a number of Shareholders representing at least 

one-quarter (1/4) of the Company’s capital. 

    

Voting Rights: Voting Rights: Voting Rights: Voting Rights: Each shareholder shall have one vote for each share he/it represents at the Conversion General Assembly. 

Votes at the meetings of Ordinary and Extraordinary General Assemblies shall be computed on the basis of one vote for 

each share represented at the meeting. 
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Voting Majorities: Voting Majorities: Voting Majorities: Voting Majorities: Resolutions of the Conversion General Assembly and Ordinary General Assembly shall be adopted by an 

absolute majority of the shares represented thereat. 

 

Resolutions of the Extraordinary General Assembly shall be adopted by a majority vote of two thirds of the shares 

represented at the meeting. However, if the resolution to be adopted is related to increasing or reducing the capital, 

extending the Company’s period, dissolving the Company prior to the expiry of the period specified therefore under the 

Company’s By-Laws or merging the Company with another company or establishment, then such resolution shall be valid 

only if adopted by a majority of three-quarters (3/4) of the shares represented at the meeting. 

 

Rights of Shareholders at the Meetings of the GeneRights of Shareholders at the Meetings of the GeneRights of Shareholders at the Meetings of the GeneRights of Shareholders at the Meetings of the Gene ral Assembly: ral Assembly: ral Assembly: ral Assembly: Each shareholder shall have the right to discuss the 

items listed in the General Assembly’s agenda and to direct questions in respect thereof to the members of the Board and 

the auditors in this respect. The members of the Board or the auditors shall answer the Shareholders’ questions to the extent 

that does not expose the Company’s interest to any damage. If the Shareholder deems the answer to the question 

unsatisfactory, then he/it may refer the issue to the General Assembly and its decision in this regard shall be conclusive and 

binding. 

    

Proceedings of the  General Assembly: Proceedings of the  General Assembly: Proceedings of the  General Assembly: Proceedings of the  General Assembly: The General Assembly shall be presided over by the Chairman of the Board of 

Directors or, in his absence, the Director designated by him. The Chairman shall appoint a secretary for the meeting and a 

canvasser. Minutes shall be written for the meeting showing the names of the Shareholders present in person or represented 

by proxy, the number of the shares held by each, the number of votes attached to such shares, the resolutions adopted at 

the meeting, the number of votes assenting or dissenting to such resolutions and a comprehensive summary of the 

discussions that took place at the meeting. Such minutes shall be regularly recorded after each meeting in a special register to 

be signed by the Chairman of the Assembly, the secretary and the canvasser. 

 

Appointment of Auditor: Appointment of Auditor: Appointment of Auditor: Appointment of Auditor: The Company shall have one or more auditors to be selected from among the auditors licensed 

to work in the Kingdom of Saudi Arabia. The auditor shall be appointed annually and its compensation shall be fixed by the 

General Assembly. The General Assembly may further reappoint the same auditor. The existing shareholders have appointed 

Al Juraid & Company, member firm of PricewaterhouseCoopers, as the Company’s first auditor for the first financial year 

following conversion to a joint stock company. 

 

Access to Records: Access to Records: Access to Records: Access to Records: The auditor shall have access at all times to the Company’s books, records and any other documents, 

and may request information and clarification as it deems necessary. It may further check the company’s assets and liabilities. 

 

Auditor’s Report: Auditor’s Report: Auditor’s Report: Auditor’s Report: The auditor shall submit to the annual General Assembly a report showing how far the Company has 

enabled it to obtain the information and clarifications it has requested and what it has discovered of violations of the 

Companies Regulations and these By-Laws and its opinion as to whether the Company’s accounts conform to the facts. 

 

Financial Year: Financial Year: Financial Year: Financial Year: The Company’s fiscal year shall commence as on the 1st of January and expire on the 31st of December of 

each Gregorian year. However, the Company’s first fiscal year shall cover the period commencing as of the date of issuance 

of the Ministerial Resolution announcing the conversion of the Company and expiring on the 31st of December of the same 

year. 

 

Annual Accounts: Annual Accounts: Annual Accounts: Annual Accounts: The Board of Directors shall prepare at the end of each fiscal year an inventory of the Company’s assets 

and liabilities on such date, the Company’s balance sheet and profit and loss account, a report on the Company’s activities 

and its financial position for the preceding year. The report shall include the method proposed by the Board for the 

distribution of net income for that financial year and shall be ready within a period not exceeding forty (40) days after the end 

of the annual financial period to which they relate. The Board of Directors shall place such documents at the auditor’s 

disposal at least fifty-five (55) days prior to the time set for convening the General Assembly. Such documents shall be signed 

by the Chairman of the Board of Directors and a set thereof shall be available at the Company’s head office for the 

Shareholders’ review at least twenty-five (25) days prior to the time set for convening the General Assembly. The Chairman 

of the Board of Directors shall cause the Company’s balance sheet, profit and loss account, a comprehensive summary of the 

Board of Directors’ report and the full text of the auditor’s report to be published in a newspaper circulated in the city where 

the Company’s head office is located, and shall send copies of such documents to the Companies Department at the Ministry 

of Commerce at least twenty-five (25) days prior to the date set for convening the General Assembly. 
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Distribution of Annual Profits: Distribution of Annual Profits: Distribution of Annual Profits: Distribution of Annual Profits: After deducting all general expenses and other costs, the Company’s annual net income shall 

be allocated as follows: 

 

a) Ten percent (10%) of the annual net income shall be set aside to form a statutory reserve. Such setting aside may 

be discontinued by the Ordinary General Assembly when said reserve totals one-half (1/2) of the Company’s 

capital. 

b) There shall be paid to the holders of preferred shares the specified percentage pertaining to such shares. 

 

c) The Ordinary General Assembly may, upon request of the Board of Directors, set aside a percentage of the 

annual net income to form an additional reserve to be allocated for the purpose or purposes decided by the 

Ordinary General Assembly. 

 

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 percent (5%) percent of the paid-up capital. 

 

e) No more than five percent (5%) of the remaining amount shall be paid as compensation to the members of the 

Board of Directors. 

 

f) The balance shall be distributed among the Shareholders as an additional share of the profits or transferred to 

retained profits account. 

 

The Company may distribute semi-annual and quarterly profits after it has completed the necessary procedures put in place 

by the competent authorities. 

 

DiDiDiDistribution of Dividends: stribution of Dividends: stribution of Dividends: stribution of Dividends: The Company shall notify the Capital Market Authority without delay of any decisions to 

distribute profits or any recommendation to do so. The profits to be distributed among the Shareholders shall be paid at such 

place and times as determined by the Board of Directors, in accordance with the instructions issued by the Ministry of 

Commerce and Industry. 

 

NonNonNonNon----Distribution of Dividends: Distribution of Dividends: Distribution of Dividends: Distribution of Dividends: In the event of non-distribution of profits in any fiscal year, profits of forthcoming years shall 

not be distributed before the portion specified in Part (a) of Article (8) of the Company’s By-Laws is paid to the owners of 

non-participatory shares for that year. If the Company fails to pay this portion of the profits for a period of three consecutive 

years, the Private Assembly of these interest holders may, in accordance with Article 86 of the Companies Regulations, 

resolve to either attend the General Assemblies of the Company and participate in the voting thereof, or to designate 

representatives on their behalf in the Board of Directors, in accordance with their share of the Company capital. This shall 

remain the case until the Company manages to fully pay the initial profits for past years specified for the owners of such 

shares.  

 

Company Losses: Company Losses: Company Losses: Company Losses: If the Company’s losses total three-quarters (3/4) of its capital, then the members of the Board of 

Directors shall call the Extraordinary General Assembly for a meeting to consider whether the Company shall continue to 

exist or be dissolved prior to the expiry of the period specified therefore under Article (5) of the Company’s By-Laws. In all 

cases the Assembly’s resolution shall be published in the Official Gazette. 

 

Disputes: Disputes: Disputes: Disputes: Each Shareholder shall have the right to file a liability action, vested in the Company, against the members of the 

Board of Directors if they have committed a fault which has caused some particular damage to such Shareholder, provided 

that the Company’s right to file such action shall still be valid. The Shareholder shall notify the Company of his/its intention to 

file such action. 

 

Dissolution and Winding  up of the Company: Dissolution and Winding  up of the Company: Dissolution and Winding  up of the Company: Dissolution and Winding  up of the Company: Upon the expiry of the Company’s period, or if it is dissolved prior to the 

time set for the expiry thereof, the Extraordinary General Assembly shall, based on a proposal by the Board of Directors, 

decide the method of liquidation, appoint one or more liquidators and specify their powers and fees. The powers of the 

Board of Directors shall cease upon the Company’s expiry. However, the Board of Directors shall remain responsible for the 

management of the Company until the liquidators are specified. The Company’s administrative departments shall maintain 

their powers to the extent that they do not interfere with the powers of the liquidators. 
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Applica tion of the  CompaApplica tion of the  CompaApplica tion of the  CompaApplica tion of the  Companies Regulations:n ies Regulations:n ies Regulations:n ies Regulations: The Companies Regulations shall apply to all other matters not specifically 

provided for in the Company’s By-Laws. 

 

Filing and Publication of the Company’s ByFiling and Publication of the Company’s ByFiling and Publication of the Company’s ByFiling and Publication of the Company’s By----Laws:Laws:Laws:Laws: These By-Laws shall be filed and published in accordance with the 

Companies Regulations 
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1 3  S U M M A R Y  O F  M A T E R I A L  C O N T R A C T S  
 

 

1 3 . 1  P R O J E C T  A G R E E M E N T S  

 

Red Sea is party to project agreements with a number of oil & gas, construction, and mining companies as well as 

government agencies and multilateral organizations. The current material project agreements can be summarized as follows: 

 

 

� Letter of Intent with Chiyoda Technip Joint Venture dated 26 October 2005 in respect of the 

manufacture, supply, delivery & installation of various buildings for RasGas onshore / onplot expansion.  

 

� Master Worldwide Construction Contracts with Equatorial Guinea LNG Train 1 S. A. dated 29 July 

2004 and 21 August 2004 in respect of the manufacture, supply, delivery & installation of various 

buildings for OCN Village, East Site Project – Malabo, Equatorial Guinea. 

 

� Various Purchase Orders with PAE Government Services in respect of the supply of manufactured 

camp buildings, clinics, offices and other facilities. 

 

� Onshore Construction Subcontract with Bechtel International Inc. dated 3 October 2003 in respect of 

the performance of all work and supply of all materials, services, tools, consumables and equipment 

necessary to receive, erect and commission a construction camp and an office Complex.   

 

� Offshore Subcontract with Overseas Bechtel, Inc. dated 10 October 2003 in respect of the 

performance of all work and supply of all materials, services, tools, consumables and equipment 

necessary to engineer, provide and deliver a construction camp and an office complex.  

 

� Contract with BGP International Equipment (ME) FZE dated 7 June 2005 in respect of the 

manufacture, delivery, installation and commission of seismic camp buildings for Saudi S-51 Camp 

Project. 

 

� Sales Order with Ministry of Mines and Energy E.G. in Equatorial Guinea dated 27 March 2004 in 

respect of the manufacture, supply, delivery & installation of 160-person camp.  

 

� Various Purchase Orders with Nabors Drilling International Limited in respect of the manufacture and 

delivery of buildings for several camps.  

 

� Sales Order with Bechtel Corporation dated 8 July 2005 in respect of the manufacture, supply, delivery 

& installation of various buildings for camp expansion project.  

 

� Letter of Intent with Nesam & Partners Contracting Co., Ltd dated 18 June 2006 in respect of the 

fabrication, supply and installation of prefabricated portable units for the Saudi Aramco temporary 

camp and offices facilities in Khurais, Saudi Arabia. 

 

The project agreements provide in most cases for fixed pricing for the duration of the relevant agreement and prices are 

normally not subject to escalation. Payment terms vary from one agreement to the other, but generally provide for progress 

payments to be made to Red Sea as specific project milestones are met. In certain cases, liquidated damages are assessed 

against Red Sea in case of performance or milestone delays, calculated either on a daily or percentage basis. Most of the 

agreements provide that the relevant customer may terminate the agreement at any time, and in certain cases, with prior 

notice.  

 

 

 



 

107 

1 3 . 2  B A N K I N G  A G R E E M E N T S  

 

Red Sea is party to a number of banking related agreements with various commercial banks in Saudi Arabia and the UAE. 

Through these agreements, the banks have made various credit facilities available to Red Sea, including the provision of 

overdraft facilities, letters of credit and guarantee facilities, long and short-term loans and foreign exchange contracts with 

Riyadh Bank, Saudi Hollandi Bank, and Emirates Bank. Certain borrowings are guaranteed jointly by Sheikh Abdullah 

Mohamed Ali Al-Dabbagh and certain of his sons. In most cases, however, corporate guarantees and promissory notes are 

issued by Dabbagh Group Holding Company.  

 

Short-term bank borrowings bear financing charges at market rates, which are generally based on Saudi Inter Bank Offer Rate 

(SIBOR). Unused short-term bank credit facilities available to the company at March 31, 2005 were approximately SAR 138 

million (2004 SAR 45 million). The following table summarizes the key aspects of these facilities:  

 

Source: Red Sea 

 

 

1 3 . 3  R E A L  E S T A T E  L E A S E  A G R E E M E N T S  

 

Red Sea is party to a number of lease agreements in connection with its manufacturing facilities and staff accommodations. 

The principal lease agreements currently in place are as follows: 

 

� Lease Agreement with Jebel Ali Free Zone Authority dated 1 June 1997, as amended, pursuant to 

which Red Sea leases 44,208 square meters of land in Jebel Ali, UAE on which a manufacturing plant 

resides.  
 

� Lease Agreement with the Government of Dubai dated 8 August 2005, pursuant to which Red Sea 

leases 9,982 square meters of premises in Jebel Ali, UAE. 
 

� Sublease Agreement dated 3 May 2005 pursuant to which Red Sea subleases certain leasehold 

property covering approximately 18 acres in the Tema Industrial Part Free Zone in Accra, Republic of 

Ghana (on which Red Sea’s manufacturing facility resides) from International Land Development 

Company (“ILDC”) Limited for the remaining term (approximately 46 years) of the lease agreement 

entered into between ILDC and Republic of Ghana Free Zones Board dated 7 November 2000. 
 

� Lease Agreement with Dubai Investments Park Development Company LLC dated 25 October 2003, 

pursuant to which Red Sea leases 5,780 square meters of premises in Dubai Investments Park used as 

accommodation for its employees. 
 

� Land Lease Agreement with Khonaini International Company Ltd. dated 25 November 2002, as 

amended, pursuant to which Red Sea leases 44,000 square meters of land in Jubail on which a 

manufacturing plant resides at an annual rent of SAR 737,625 for a term of five (5) years renewable 

for similar term(s). 

Exh ibit 13.1: Details of Banking Facilities (SAR Exhibit 13.1: Details of Banking Facilities (SAR Exhibit 13.1: Details of Banking Facilities (SAR Exhibit 13.1: Details of Banking Facilities (SAR 000s)000s)000s)000s)    

    FacilityFacilityFacilityFacility    Sta rt DateStart DateStart DateStart Date    End DateEnd DateEnd DateEnd Date    

Used Used Used Used 

AmountAmountAmountAmount    

Used Amount Used Amount Used Amount Used Amount 

L/C and L/GL/C and L/GL/C and L/GL/C and L/G    

Tota l Unused Tota l Unused Tota l Unused Tota l Unused 

AmountAmountAmountAmount    

Riyadh BankRiyadh BankRiyadh BankRiyadh Bank    34,500 17/3/2003 Renewal every year 

Automatically 

5 ,000 1,803 27,697 

Saudi Hollandi BankSaudi Hollandi BankSaudi Hollandi BankSaudi Hollandi Bank    25,000 10/2/2002 Renewal every year 

Automatically 

0 1,154 23,846 

Emira tes BankEmira tes BankEmira tes BankEmira tes Bank    14,600 13/4/2005  0 8,015 6,585 

          

TotalTotalTotalTotal    74,10074,10074,10074,100      5 ,0005,0005,0005,000    10,97210,97210,97210,972    58,12858,12858,12858,128     
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� Lease Agreement with Lootah Real Estate Development Est. dated 17 December 2005, pursuant to 

which Red Sea leases approximately 1006 square meters of land located in the Dubai Investments 

Park on which an employee accommodation owned by Red Sea sits. 
 

� Tenancy Contracts with Jebel Ali Free Zone Authority dated 3 December 2003 pursuant to which 

Red Sea leases accommodation for its staff. 
 

The lease agreements are in most cases long-term in nature and contain customary provisions covering improvements, 

termination and permitted assignments by Red Sea. 

 

 

1 3 . 4  S U B C O N T R A C T O R  A G R E E M E N T S  

 

Red Sea has subcontracted certain of the services it provides under the project agreements described in section “Project 

Agreements” above pursuant to subcontractor agreements with a number of third party services providers. The material 

subcontract agreements can be summarized as follows: 

 

 

� Service Contract with Nova Engineering Works dated 1 June 2005 in respect of the provision of 

welding, fabrication, electrical, mechanical and other related work. 

 

� Service Contract with Essa Al Muhairi Technical Cont. dated 6 June 2005 in respect of the provision of 

welding, fabrication, electrical, mechanical and other related work by suitable experienced personnel 

provided by Essa Al Muhairi Technical Cont.  

 

� Service Contract with Al Arabia Al Emiratia Elect. Paint Cont. dated 6 June 2005 in respect of the 

provision of welding, fabrication, electrical, mechanical and other related work by suitable experienced 

personnel provided by Al Arabia Al Emiratia Elect. Paint Cont. 

 

� Service Contract with Al Hooti Technical Services LLC dated 6 June 2005 in respect of the provision 

of welding, fabrication, electrical, mechanical and other related work by suitable experienced personnel 

provided by Al Hooti Technical Services LLC. 

 

� Service Contract with BYSSM General Maintenance dated 1 June 2005 in respect of the provision of 

various kinds of steel fabrication, mechanical, electrical and other technical services. 

 

The subcontractor agreements are generally valid for one (1) year and renewable for further periods. The agreements may 

be terminated by either party for any reason with 10 days prior written notice. 

 

 

1 3 . 5  S A L E S  R E P R E S E N T A T I O N  A N D  A G E N C Y  A G R E E M E N T S  

 

Red Sea has agreements with sales representatives and agents located in in Houston (USA), Calgary (Canada), Luanda, 

(Angola), Sanaa (Yemen), Doha (Qatar), and Tripoli (Libya).: 

  

� Sales Representation Agreement with Falcon Marketing Services LLC dated 17 August 2005 pursuant 

to which Falcon Marketing Services LLC is granted the non-exclusive right to solicit orders from 

purchasers of the products manufactured or supplied by Red Sea and to act upon sales inquiries and 

leads introduced to Falcon Marketing Services LLC by Red Sea. 

 

� Agency Agreement with Alhutheily dated 13 March 2005 pursuant to which Red Sea appoints 

Alhutheily as its agent in Yemen and grants it the authority to represent, market, and sell the 

Company’s products in Yemen.  
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� Agency Agreement with Transorga AG dated 3 April 2005 pursuant to Red Sea appoints Transorga 

AG as its agent in Angola and grants it the authority to represent, market, and sell the Company’s 

products in Angola. 

 

� Dealership Agreement with Alimaz for Metal Structure & Oil Field Services dated 1 July 2002 pursuant 

to which Red Sea appoints Alimaz for Metal Structure & Oil Field Services as its exclusive dealer in 

Libya and grants it the authority to market, distribute, resell and install the Company’s products in 

Libya. 

 

� Sales Representation Agreement with George Fernandez dated 1 July 2003 pursuant to which Mr. 

Fernandez is appointed as sales representative for the Company’s products in Canada. 

 

� Agency Agreement with Euro Tec Projects Development Company dated 1 November 2005 

pursuant to which Red Sea appoints Euro Tec Projects Development Company as its exclusive agent 

in Qatar and grants it the authority to represent, market, and sell the Company’s products in Yemen. 

 

The sales representation and agency agreements provide, in certain cases, for Red Sea to make payments to the relevant 

counterparty on a commission basis, while in other cases the agreements provide an undertaking by Red Sea to sell the 

relevant counterparty products of Red Sea in the amount ordered and accepted by Red Sea at the wholesale prices 

established by Red Sea for such products.  

 

The agreements are generally valid for one (1) year and renewable automatically unless terminated by either party for 

material breach, and in certain other circumstances. The agreements contain territorial restrictions and strict confidentiality 

restrictions which prohibit unauthorized disclosure of technical and non-technical information relating the Red Sea to third 

parties.   

 

 

1 3 . 6  I N S U R A N C E  A G R E E M E N T S  

 

Red Sea maintains various insurance policies with respect to its business, properties or employees inside and outside Saudi 

Arabia include public and products liability, fire, burglary, money, personal accident, medical, vehicle and workmen’s 

compensation, in addition to project-specific insurance policies issued from time to time. These policies have been issued by 

various insurers including Gulf Cooperation Insurance Co., Ltd E.C., Royal & Sun Alliance Insurance (Middle East) Ltd. E.C., 

Norwich Union Insurance (Gulf) BSC, Arab Orient Insurance Company P.S.C. and Oman Insurance Company (P.S.C.). 

Contractors’ general liability policies are arranged individually for each project undertaken by Red Sea depending on the terms 

of the particular project contract. 

 

The policies are in accordance with normal prudent business practices and in full force and effect. Red Sea has not received 

notice of termination of such policies. 

 

Gulf Cooperation Insurance Co. is wholly owned by Dabbagh Group, the principal shareholder in Red Sea. 
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1 4  L I T I G A T I O N  
 

The Directors and management of Red Sea confirm that the Company is not involved, as of the date of this Prospectus, in 

any litigation, arbitration or administrative proceedings that would, individually or in aggregate, have a material adverse effect 

on its financial condition and results of operations.  
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1 5  U N D E R W R I T I N G  
 

 

1 5 . 1  U N D E R W R I T E R S  

 

Saudi Hollandi Bank (Lead Underwriter), Banque Saudi Fransi and National Commercial Bank will be the underwriters (the 

“Underwriters”) for the Offering. 

 

 

1 5 . 2  S U M M A R Y  O F  U N D E R W R I T I N G  A R R A N G E M E N T  

 

1 5 . 2 . 1  S A L E  A N D  U N D E R W R I T I N G  O F  T H E  O F F E R  S H A R E S  

 

Under the terms and subject to the conditions contained in the Underwriting Agreement between the Selling Shareholder, 

the Company and the Underwriters: 

 

a) The Selling Shareholder undertakes to the Underwriters that on the Completion Date (as defined in the 

Underwriting Agreement) they will sell the Offer Shares to purchasers procured by the Underwriters or 

to the Underwriters themselves 

 

b) The Underwriters undertake to the Company and the Selling Shareholder that they will on the 

Completion Date purchase the number of Offer Shares not subscribed for, if any, at the Offer Price 

 

 

1 5 . 2 . 2  G R O U N D S  F O R  T E R M I N A T I O N  

 

The Lead Underwriter may terminate the Underwriting in specified circumstances prior to the admission of the Shares to the 

Official List, including as follows: 

 

a) If, at or prior to 10.00 am on the Completion Date or such other time as the Lead Underwriter may 

determine, there has occurred: 

 

i. A suspension or material limitation in trading in securities generally on Tadawul; 

ii. A moratorium on commercial banking activities in Riyadh declared by the relevant authorities 

or a material disruption in commercial banking or securities settlement or clearance services in 

the Kingdom of Saudi Arabia; 

iii. A change or development involving a prospective change in law, regulations or taxation 

adversely affecting the Company, the Shares, the transfer of Shares or the Offering; 

iv. An outbreak or escalation of hostilities or a terrorist incident involving the Kingdom of Saudi 

Arabia or the declaration by the Kingdom of Saudi Arabia of a national emergency or war; 

v. Any material adverse change, disruption or other condition in the international or domestic 

money, debt, capital or any other financial markets whether in the Kingdom of Saudi Arabia or 

elsewhere including without limitation any material adverse change to the Tadawul All Share 

Index; or 

vi. Other calamity or crisis or any change in financial, political, monarchical or economic conditions 

or currency exchange rates or controls in the Kingdom of Saudi Arabia or elsewhere effecting 

the Kingdom of Saudi Arabia that may, in the sole opinion of the Underwriters, prejudice or 

make it impractical or inadvisable to proceed with the Offering or delivery of the Offer Shares 

as contemplated by the Prospectus, the Underwriters may, in their absolute discretion, by 

notice to the Company terminate the Underwriting Agreement. 

 

b) If, at or prior to 10.00 am on the Completion Date or such other time as the Lead Underwriter may 

determine, an internationally recognized rating agency has in respect of any sovereign securities relating 

to the Kingdom of Saudi Arabia issued any notice: 
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i. downgrading such securities; 

ii. indicating that it intends to downgrade, or is considering the possibility of downgrading, such 

securities; or 

iii. indicating that it is reconsidering the rating of such securities without stating that this is with a 

view to upgrading them, 

 

that, in any such case, in the opinion of the Lead Underwriter makes the success of the Offering doubtful or which, in the 

opinion of the Lead Underwriter would make it impracticable or inadvisable to proceed with the Offering, then the Lead 

Underwriter will consult with the Company and the Selling Shareholder to the extent practicable, but the Lead Underwriter 

may, in their absolute discretion, by notice to the Company terminate the Underwriting Agreement. 

 

 

1 5 . 2 . 3  C O M M I S S I O N  A N D  E X P E N S E S  

 

The Selling Shareholder will pay to the Lead Underwriter (on behalf of the Underwriters) an underwriting fee based on the 

gross proceeds from the Offering. Moreover, the Selling Shareholder will pay to the Lead Underwriter fees, costs and 

expenses in connection with the Offering. 
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1 6  S U B S C R I P T I O N  T E R M S  A N D  C O N D I T I O N S  
 

 

All Subscribers must carefully read the Subscription Terms and Conditions prior to completing the Subscription Application Form, since 

the execution of the Subscription Application Form constitutes acceptance and agreement to the Subscription Terms and Conditions. 

 

 

1 6 . 1  S U B S C R I P T I O N  T O  O F F E R  S H A R E S  

 

The Selling Shareholder is soliciting applications from Subscribers for acquiring the Offer Shares. A signed Subscription 

Application Form submitted to the Lead Manager or Receiving Banks represents a legally binding agreement between the 

Selling Shareholder and the Subscriber. 

 

The Selling Shareholder owns 81% of the issued share capital of the Company prior to the Offering. 30% of the total number 

of Shares of the Company will be available to Saudi nationals under this Offering. Potential investors may obtain both the 

main and abridged Prospectus in addition to the Subscription Application Form from: 

 

Saudi Hollandi Bank               

Al-Dhabab Street 

P.O. Box 1467 

Riyadh-11431 

Kingdom of Saudi Arabia 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Lead Manager and Receiving Banks will commence receiving Subscription Application Forms at their branches 

throughout Saudi Arabia from Saturday 18/7/1427H (corresponding to 12/8/2006G) up to and including Monday 

27/7/1427H (Corresponding to 21/8/2006G). Once the Subscription Application Form is signed and submitted, the Lead 

Manager and Receiving Banks will stamp it and provide the Subscriber a copy of the completed Subscription Application 

Form. In the event the information provided in the Subscription Application Form is incomplete or inaccurate, or not 

stamped by the Lead Manager and/or Receiving Banks, the Subscription Application Form will be considered void. 

 

Each Subscriber is required to specify the number of Offer Shares applied for in the Subscription Application Form. The 

amounts due from each Subscriber shall be equal to the number of Offer Shares applied for multiplied by the Offer Price of 

SAR 58 per New Share. Subscriptions for less than ten (10) Offer Shares or fractional numbers will not be accepted. In 

addition, each Subscriber may not apply for more than twenty five thousand (25,000) Offer Shares. 

 

Each Subscriber is required to submit the Subscription Application Form during the Offering Period accompanied by the 

original and a copy of the national identification card, family identification card in addition to sufficient funds in an amount 

equal to the number of Offer Shares applied for multiplied by the Offer Price of SAR 58 per Share. In the event an 

application is made on the behalf of a Subscriber (parents and children only), the name of the person signing on behalf of the 

Subscriber should be stated in the Subscription Application Form accompanied by the original and a copy of the power of 

attorney supporting such person’s authority to act on the behalf of the Subscriber. The power of attorney must be issued 

before a notary for those who are in Saudi Arabia and must be legalised through the Saudi Embassy or Consulate in the 

Banque Saudi Fransi    
P.O. Box 56006    
Riyadh-11554    
Kingdom of Saudi Arabia    
 

Riyad Bank 

P.O. Box 22622    
Riyadh-11416    
Kingdom of Saudi Arabia    
 

Samba Financial Group 

P.O. Box 833 

Riyadh-11421    
Kingdom of Saudi Arabia    
 

National Commercial Bank 

P.O. Box 3555 

Riyadh-21481    
Kingdom of Saudi Arabia    
 

Bank Aljaz ira 

P.O. Box 6277 

Riyadh-21442 

Kingdom of Saudi Arabia    
 

Al Rajhi Banking and Investment Corp. 

P.O. Box 28 

Riyadh-11411 

Kingdom of Saudi Arabia    
 

Bank Albilad 

P.O. Box 140 

Riyadh-11411 

Kingdom of Saudi Arabia    
 

Arab National Bank 

P.O. Box 9806 

Riyadh-11423 

Kingdom of Saudi Arabia    
 

Saudi British Bank 

P.O. Box 9084 

Riyadh-11413 

Kingdom of Saudi Arabia 

 

The Saudi Investment Bank 

P.O. Box 3533 

Riyadh-11481 

Kingdom of Saudi Arabia    
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relevant country for those who are outside Saudi Arabia. The Lead Manager and Receiving Banks will verify all copies against 

the originals and will return the originals to the Subscriber. 

 

One Subscription Application Form should be completed for each household (i.e. family members appearing on the family 

identification card) if dependent Subscribers apply for the same number of Offer Shares as the prime Subscriber. In this case: 

(i) all Offer Shares allocated to the prime Subscriber and dependent Subscribers will be registered in the prime Subscribers’ 

name; (ii) the prime Subscriber will receive any refund in respect of amounts paid for Offer Shares applied by the prime 

Subscriber and dependent Subscribers and not allocated, and (iii) the prime Subscriber will receive all dividends distributed in 

respect of the Offer Shares allocated to the prime Subscriber and dependent Subscribers (in the event the Shares are not 

sold or transferred). If a wife wishes to subscribe for the shares in her name / account, she must complete a separate 

Application Form as a prime subscriber. In such case, applications made by the husbands on behalf of their spouses will be 

cancelled and the independent application of the wives will be processed by the Receiving Bank. 

 

Separate Subscription Application Forms must be used if: (i) the Shares that will be allocated are to be registered in a name 

other than the name of the prime Subscriber; or (ii) dependent Subscribers are to apply for a different quantity of Offer 

Shares than the prime Subscriber; or (3) the wife wishes to subscribe in her name and wishes to add allocated shares to her 

account, however, she must complete a separate Application Form as a prime subscriber (in such case, applications made by 

the husband on behalf of his wife will be cancelled and the independent application of the wife will be processed by the 

Receiving Bank. 

 

Each Subscriber agrees to subscribe for and purchase that number of Offer Shares specified in the Subscription Application 

Form submitted by the Subscriber for an amount equal to the number of Shares applied for multiplied by the Offer Price of 

SAR 58 per Share. Each Subscriber shall have purchased the number of Offer Shares allotted to him upon: (a) delivery by the 

Subscriber of the Subscription Application Form to the Lead Manager or Receiving Banks, (b) payment in full by the 

Subscriber to the Lead Manager or Receiving Banks of the total value of Offer Shares subscribed for; and (c) delivery to the 

Subscriber by the Lead Manager or Receiving Banks the allotment letter specifying the number of Offer Shares allotted to 

him. 

 

The Total value of the Offer Shares subscribed for must be paid in full to a branch of the Lead Manager or Receiving Banks 

by authorising a debit of his/her account held with the Lead Manager or Receiving Banks where the Subscription Application 

Form is being submitted. If the Subscriber is not an account holder with the Manager, he must open an account with the 

Manager to submit his application. 

 

If a submitted Subscription Application Form is not in compliance with the terms and conditions of the Offering, the 

Company shall have the right to reject, in full or in part, such an application. The Subscriber shall accept any number of 

Shares allocated to him or her so long as such Shares do not exceed the number of Shares applied for. 

 

1 6 . 2  A L L O C A T I O N  A N D  R E F U N D S  

 

The Lead Manager and Receiving Banks shall open and operate an escrow account named as follows: 

 

Red Sea IPO 

Saudi Hollandi Bank 

Al-Dhabab Street 

P.O. Box 1467 

Riyadh-11431 

Kingdom of Saudi Arabia 

 

 

Each of the Lead Manager and Receiving Banks shall deposit all amounts received by the Subscribers into the escrow account 

“Saudi Hollandi Bank – Red Sea IPO”. 

 

Each Subscriber must apply for a minimum of ten (10) Offer Shares. Each Subscriber may not apply for more than twenty five 

thousand (25,000) Offer Shares. Each Subscriber will be allocated a minimum of ten (10) Offer Shares with the remaining 

Offer Shares being allocated on a pro-rata basis. The Company does not guarantee the minimum allocation of ten (10) Offer 
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Shares in the event that the number of Subscribers exceeds nine hundred thousand (900,000). In that case, the Offer Shares 

will be allocated equally between all Subscribers. If the number of Subscribers exceeds the number of Offer Shares, the 

allocation will be determined at the discretion of the CMA. 

 

The final number of Offer Shares allocated to each Subscriber, together with any refund due to the Subscriber, is expected 

to be announced no later than Monday 4/8/14727H (Corresponding to 28/8/2006G). The Company will make an 

announcement in the national newspapers in Saudi Arabia informing the Subscribers of the above and instructing the Lead 

Manager and Receiving Banks to begin the refund process. 

The Lead Manager and Receiving Banks will send confirmation/notification letters, to the Subscribers informing them of the 

final number of Offer Shares allocated together with the amounts, if any, to be refunded. The Lead Manager and Receiving 

Banks will also refund to the Subscribers any funds in respect of which no Offer Shares have been allocated to the relevant 

Subscribers, as provided in the confirmation/notification letters. Refunds will be made in full without any charge or 

withholding by crediting Subscribers’ accounts at the bank. Subscribers should communicate with the branch of the Lead 

Manager or Receiving Banks where they submitted their Subscription Application Form for any further information. 

 

 

1 6 . 3  A C K N O W L E D G E M E N T S  

 

By completing and delivering the Subscription Application Form, the Subscriber: 

 

� Accepts subscribing for the Company’s shares with the number of shares specified in the Subscription Application 

Form. 

� Warrants that he had read the Prospectus and understood all its contents. 

� Accepts the By-Laws of the Company and all subscription instructions and terms mentioned in the Prospectus. 

� Keeps his right to sue the Company for damages caused by incorrect or incomplete information contained in the 

Prospectus, or by ignoring major information that should have been part of the Prospectus and could affect the 

Subscribers’ decision to invest. 

� Declares that neither himself nor any of his family members included in the Subscription Application Form has 

previously subscribed to the Company’s shares and the Company has the right to reject all applications. 

� Accepts the number of shares allocated to him and all other subscription instructions and terms mentioned in the 

Prospectus and the Subscription Application Form. 

� Warrants not to cancel or amend the Subscription Application Form after submitting it to the Lead Manager or 

Receiving Banks. 

 

 

1 6 . 4  M I S C E L L A N E O U S  

 

The Subscription Application Form and all related terms, conditions and covenants hereof shall be binding upon and inure to 

the benefit of the parties to the subscription and their respective successors, permitted assigns, executors, administrators and 

heirs; provided that, except as specifically contemplated herein, neither the Subscription Application Form nor any of the 

rights, interests or obligations arising pursuant thereto shall be assigned or delegated by any of the parties to the subscription 

without the prior written consent of the other party. 

 

The Prospectus has been released in both Arabic and English Languages. In the event of a discrepancy between the English 

and Arabic text, the Arabic text of the Prospectus will prevail. 

 

 

1 6 . 5  T H E  S A U D I  A R A B I A N  S T O C K  E X C H A N G E  ( T A D A W U L )  

 

Tadawul was founded in 2001G as the successor to the Electronic Securities Information System. In 1999G, full electronic 

trading in Saudi Arabia equities was introduced. The market capitalisation was in excess of SAR 1.96 trillion as of July 6, 

2006G. 81 companies are currently listed and traded on Tadawul. 

 

Trading on Tadawul occurs through a fully integrated trading system covering the entire process from trade order through 

settlement. Trading occurs each business day between 10:00 am to 12:00 p.m. and 4:30 p.m. to 6:30 p.m. After close of 
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exchange trading, orders can be entered, amended or deleted until 8:00 p.m. From 8:00 a.m. (the system is not available 

between 8:00 p.m. and 8:a.m) new entries and inquiries can be made. For the opening phase (starting at 10:00 a.m.) the 

system starts opening procedures, it establishes the opening prices and determine orders to be executed according to the 

matching rules. 

 

Transactions take place through the automatic matching of orders. Each valid order is accepted and generated according to 

the price level. In general, market orders (orders placed at best price) are executed first, followed by limit orders (orders 

place at a price limit), provided that if several orders are generated at the same price, they are executed according to the 

time of entry. 

 

Tadawul distributes a comprehensive range of information through various channels, including in particular the Tadawul 

website and Tadawul Information Link. The Tadawul Information Link supplies Tadawul in real time to information providers 

such as Reuters. 

 

Exchange transactions are settled on a T+0 basis, meaning that ownership transfer takes place immediately after the trade 

executes. 

 

Issuers are required to report all material announcements via Tadawul for onward dissemination to the public. 

 

Surveillance and monitoring is the responsibility of Tadawul as the operator of the market. The aim of supervision is to 

ensure fair trading and an orderly market. 

 

 

1 6 . 6  T R A D I N G  O N  T A D A W U L  

 

It is expected that dealing in the Shares will commence on Tadawul upon finalization of the allocation process. Tadawul will 

announce the start date of trading once determined. Dates and times included in this Prospectus are indicative only and may 

be changed or extended subject to the approval of CMA. 

 

Furthermore, Shares can only be traded after allocated Shares have been credited to Subscribers’ accounts at Tadawul and 

the Company has been registered in the Official List and its Shares listed on the Exchange. Pre-trading is strictly prohibited 

and Subscribers entering into any pre-trading activities will be acting at their own risk. The Company shall have no legal 

responsibility in such an event. 
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1 7  D O C U M E N T S  A V A I L A B L E  F O R  I N S P E C T I O N  
 

 

The following documents will be available for inspection at Red Sea’s head office in Red Sea Housing Services Company 

(under conversion) P.O. Box 1531, Jubail 31952, Kingdom of Saudi Arabia, between the hours of 8:30 a.m. to 5:00 p.m. one 

week prior to and during the Offer Period: 

 

� The Company’s proposed Bylaws 

� Partners Resolution concerning the conversion of the Company into a joint stock company 

� Resolution of the Minister of Commerce and Industry No. 1801 dated 5/7/1427H (Corresponding to 

30/7/2006G) authorizing the conversion of the Company into a joint stock company 

� CMA approval to the Offering 

� Audited Financial Statements for the fiscal years ended March 31, 2003, 2004 and 2005 and eight months 

ended November 30, 2005 

� The pro-forma condensed consolidated financial statements for the eight months ended November 30, 

2005G and the special purpose auditors’ report  

� ISO certification documents 

� Al Juraid & Company’s written consent to the inclusion in the Prospectus of their Audit Report for the 

fiscal year ended March 31, 2005G as well as the eight months ended November 30, 2005G, and the 

review report for the eight months ended November 30, 2004G 

� Ernst & Young written consent to the inclusion in the Prospectus of their Audit Report for the fiscal years 

ended March 31, 2003G and 2004G 

� Report of the Commission for Africa, March 2005 

� Article from the “Norwegian State Department” website summariz ing the conclusions of the Oslo 

Donors’ Conference on Sudan 2005 

� Article from “AME Info” describing the expected investment in Jubail 2 industrial city in Saudi Arabia 

� Article from “AME Info” describing the expected investment in Yanbu 2 industrial city in Saudi Arabia 

� Valuation Report prepared by the Financial Advisor 

� Icon Group International report 

 


