USSABC Contract Awards Index: First
Quarter of 2019 Review of Construction
Contract Awards in Saudi Arabia
We are pleased to announce a new publication from the U.S.-Saudi Arabian Business Council. The USSABC Contract Awards Index (CAI) is
an original report created by the U.S.-Saudi Arabian Business Council’s economist. This report provides a sense of direction on
construction activities that will transfer to the execution phase over the next 6 to 18 months. It encompasses construction related
contract awards across all sectors within Saudi Arabia. The USSABC CAI is intended to be used as a forward looking indicator to gauge
the health of construction activities. The CAI is calculated using a 12-month exponential moving average. This calculation allows for data
smoothing while reducing the effects of outliers within the observation period. In general, a CAI reading of 100 points and above indicates
an expansion while a sub-100 point reading indicates a possible contraction. Highlights from our initial Q1 2019 report are shown below.
Updates will be published on a quarterly basis.
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Majority of the awarded contracts was in oil & gas, water, and transportation sectors followed
by military, real estate, and power.

Contract Awards Over Time
600
400
200
0

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

The USSABC Contract Awards Index (CAI) reached 168.69 points at the end of the first quarter of 2019. This highlights a rebound
in the index after an extended lull during 2017 and 2018.

Contract Awards By Province
The majority of contracts were awarded in the Eastern Province and
Makkah. Eastern Province has seen a large increase in oil & gas
projects. Both provinces have seen an increase in the number of
water projects.
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USSABC Contract Awards Index
First Quarter 2019
USSABC Quarterly Review of Contract Awards in Saudi Arabia
Highlights
1.

The total value of awarded contracts surged during the first quarter of 2019 to reach SAR48.9 billion.
This marks the highest value since 2015’s SAR88.6 billion during the first quarter.

2.

The USSABC’s Contract Awards Index climbed to 168.69 points, reflecting the highest mark since
July 2016.

3.

The oil & gas sector led all other sectors with SAR11.8 billion worth of awarded contracts.

4.

The water sector matched the oil & gas sector with SAR11.8 billion worth of contract awards.

5.

The transportation sector came in third with SAR9.2 billion worth of contract awards.

Value of Awarded Contracts During Q1 2019 (SAR Millions)
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Overview of Awarded Contracts During Q1 2019
The value of awarded contracts witnessed a strong resurgence thus far in 2019 as it reached SAR48.9
billion. This impressive performance highlights the focus by both the government and private sector in
reclaiming the positive trend prior to the precipitous decline in oil revenues. Declining oil revenues served
as a major inflection point and was a contributing factor in the reduction of mega-project awards in the
Kingdom. However, improved oil prices coupled with a focus by the government to spend heavily on its
capital expenditures aided in the turnaround.
The SAR48.9 billion in awarded contracts contained significant mega-projects across numerous sectors.
Most notably was the oil & gas, water, and transportation sectors, which accounted for approximately 67
percent of all awarded contracts during Q1’19. Other contributing sectors included the military, real
estate, and power sectors. The heavy expenditures in these sectors fall in line with the 2019 budget
whereby the government has made a concerted effort to provide sustainable infrastructure capabilities
along with enhancing the services available to its citizens. As depicted in the below chart, the value of
awarded contracts in 2019 is off to a fast start compared to recent years.

Value of Awarded Contracts by Year (SAR Millions)
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USSABC’s Contract Awards Index Performance Through Q1 2019*
The USSABC Contract Awards Index (CAI) reached 168.69 points at the end of the first quarter. This
highlights a rebound in the index after an extended lull during 2017 and 2018. The CAI’s 168.69 points
marks a 29 percent increase versus Q1’18, which ended at 130.63 points. Furthermore, the impressive
turnaround during Q1’19 has not been witnessed since July 2016 when the CAI reached 176.53 points.
As for the CAI’s performance during the first quarter there was a gradual increase with each passing
month. January’s CAI reached 143.29 points, February increased to 155.34 points, and March ended

higher at 168.69 points.
If the pace of awarded contracts during Q1’19 continues for the remainder of the year, the CAI could
return to familiar territory it witnessed prior to the cancellation and suspension of mega contracts on the
back of lower oil revenues and the introduction of improved regulatory frameworks such as the creation of
the Bureau of Capital and Operational Spending Rationalization.
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* The USSABC CAI is calculated using a 12 month exponential moving average. This calculation smoothens the data while
reducing the effects of outliers within the observation period. The index aims to give our readers a sense of direction on
construction activities that will transfer to the execution phase over the next 6 to 18 months. Thus, the CAI should be used as a
forward looking tool to gauge the health of construction activities across all sectors. In general, a CAI reading of 100 points and
above indicates an expansion while a sub-100 point reading indicates a possible contraction.
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Overview of Awarded Contracts By Sector During Q1 2019
The SAR48.9 billion in awarded contracts during Q1’19 marks an overwhelming 113 percent increase
compared to Q1’18, when the value was approximately SAR23 billion. Q1’19 had the highest value of
awarded contracts dating back to Q1’15 when the value reached SAR88.6 billion. Furthermore, the value
of awarded contracts in Q1’19 alone accounts for approximately 48 percent of the total value witnessed in
2018. Consequently, the pace of awarded contracts thus far indicates that construction activities across all
sectors will remerge as a strategic focal point in the Kingdom.
As previously mentioned, the breakdown of the value of awarded contracts by sector during Q1’19
contains significant contracts in the oil & gas, water, and transportation sectors. The power sector, which
usually garners a significant share of awarded contracts, contributed only 5 percent of awarded contracts.
However, is it expected to be a larger contributor as the year progresses.
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Overview of Awarded Contracts By Region During Q1 2019
From a geographical context, the location of contract awards were heavily concentrated in the Eastern
Province, which accounted for a 40 percent share. This comes as no surprise given the heavy industries
in that region. A significant portion of the awarded contracts in the Eastern Province were in the oil & gas
and water sectors bringing the total value of contracts to SAR19.3 billion. Several mega projects in the
Eastern Province pertained to Saudi Aramco’s investments in its offshore Marjan and Berri oil fields.

The Makkah region captured SAR 8.2 billion or 17 percent of the value of contract awards, led by the
water and hospitality sectors. Water projects included desalination plants in Rabigh as well as the
construction of a Four Seasons hotel in Jeddah. The Riyadh region came in third with SAR6.4 billion or 13
percent of the value of awarded contracts. Two significant projects were awarded in the transportation
and real estate sectors. The transportation contract pertained to the construction of the Riyadh second
ring road, while the real estate sector witnessed a large residential project awarded by the Ministry of
Housing.

Value of Awarded Contracts by Region During Q1’19
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Breakdown of Awarded Contracts Across Top Performing Sectors
Oil & Gas
The oil & gas sector led all other sectors with approximately SAR11.8 billion worth of awarded contracts.
The strong start in the oil & gas sector during Q1’19 reflects a significant 329 percent increase compared
to Q1’18, which netted SAR2.7 billion in awarded contracts. Even more impressive is that the oil and gas
sector in Q1’19 reached 83 percent of 2018’s as a whole, which ended with SAR14.2 billion in contract
awards. Unsurprisingly, all of the contracts in the oil & gas sector were awarded by Saudi Aramco and
were concentrated in the Eastern Province.
The largest awarded contract by value occurred in January by Saudi Aramco to a consortium of Subsea
7 and Larsen & Toubro. The SAR2.4 billion contract calls for the expansion and construction of new
facilities at the Zuluf offshore oilfield. Specifically, Subsea 7 and Larsen & Toubro will construct water
injections, wellhead platforms, tie-in platforms, trunk-lines and flowlines, two central processing plants, a
gas/oil separation plant, gas compression facilities, and the installation of electrical submersible pumps.
The project is expected to be completed by the fourth quarter of 2021.

There were two separate contracts in the amount of SAR2.3 billion that were awarded by Saudi Aramco.
This first of these contracts was awarded to Saipem in January. The scope of work pertains to the
development of offshore facilities and pipelines at the Marjan oil & gas field. Saipem will construct three
water injection platforms, three jacket platforms, three decks, and the installation of hook up and
associated facilities. The project is expected to be completed by the fourth quarter of 2021. The second
contract was awarded in February to McDermott, which was awarded four contracts in total, for the
construction of the Marjan TP-10 tie-in platforms. McDermott will also install 6 gas lift topside modules,
subsea cables, and associated pipelines and facilities. The contract is expected to be fulfilled by the
fourth quarter of 2021.

The next largest contract award was given to the local Saudi Services for Electro Mechanic Works in
March and was worth SAR1.5 billion. Saudi Services for Electro Mechanic Works will be responsible for
constructing a water handling system at 11 gas oil separation plants to accommodate additional water
formation associated with crude oil production. The project is expected to be completed by the third
quarter of 2022.
Another contract was awarded

in January to the consortium of Subsea 7 and Larsen & Toubro

amounting to SAR1.2 billion. The consortium will construct 10 oil production deck modules of 1,500 metric
tons each, a water injection facility, related tie-ins, and the installation of a 100km subsea pipeline. The
works are being performed at the Berri field and aims to assist in increasing output of Arabian Light crude.
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The final noteworthy contract was awarded in January to Saipem for the second time, and was in the
amount of SAR1.1 billion. Saipem has been tasked with the construction of 11 offshore pipelines,
fabrication works, demolishing works, and associated facilities. The project is part of Saud Aramco’s
long-term agreement program which includes installing of facilities at offshore oil fields in the Arabian
Gulf.

Water
The water sector also had SAR11.8 billion worth of awarded contracts during Q1’19. The water sector’s

awarded contracts surged by 383 percent compared to Q1’18 and reached 84 percent of 2018’s SAR14
billion. Moreover, this marks the highest value of awarded contracts for a first quarter of any year dating
back to 2008. The contracts were awarded across multiple provinces with the Water & Electricity
Company and Saline Water Conversion Corporation (SWCC) being the majority awarders.
The largest contract was awarded in January by SWCC to a joint venture between Al Rashid Trading &
Contracting and ACCIONA Group in the amount of SAR2.3 billion. The project involves the construction
of a seawater reverse osmosis (SWRO) plant with a capacity of 600,000 cubic meters per day as part of
phase II of Alkhobar SWRO desalination plant in Alkhobar. Additional work includes the construction of
potable water storage tanks and the installation of seawater intake and outfall systems, a potabilization
system, potable water pipes, and pump stations. The project is expected to be completed by the fourth
quarter of 2021.
The second largest contract by SWCC was awarded in January to SEPCO III Electric Power Construction
Corporation in the amount of SAR1.9 billion to develop a new SWRO plant in Jubail. SEPCO will
construct a desalination plant with a capacity of 400,000 square meters per day along with installation of
pipelines and associated works. The project is expected to be completed by the fourth quarter of 2021.
The Water & Electricity Company awarded its largest contract in January of this quarter to a consortium of

Abengoa, SIDEM (Veolia Group), and SEPCO III for the construction of a desalination plant in Rabigh.
The build operate transfer (BOT) contract is worth SAR1.8 billion and calls for the construction of a
600,000 cubic meters per day desalination plant, a seawater intake system, and the installation of pumps,
pressure exchanges, and related membranes. This planned Rabigh 3 plant will be developed under an
independent water project (IWP) and is expected to be completed by the fourth quarter of 2021.
The second significant contract awarded by the Water & Electricity Company was in February and went to
a joint venture between Veolia, Power & Water Utility Company for Jubail & Yanbu (Marafiq) and Amwal
Alkhaleej. The build own operate transfer (BOOT) contract was valued at SAR1.2 billion for Phase II of
the development of the Jeddah Airport independent sewage treatment plant (ISTP). Contract specifics
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include the construction of an 8 megawatt biogas heat-to-power unit, a 500,000 cubic meters per day
sewage treatment plant, storage tanks, pumping stations, and the installation of filters, and a supervisory
control and data acquisition (SCADA) system. The project is expected to be completed by the fourth
quarter of 2021.

Transportation
The transportation sector registered the third highest contract awards by value with approximately
SAR9.2 billion. Compared to Q1’18 the transportation sector’s awarded contracts grew by 406 percent

and reached 85 percent of all of 2018’s performance. Q1’19’s performance had the highest value of
awarded contracts in a quarter since the fourth quarter of 2014 whereby approximately SAR11 billion
worth of contracts were awarded. The largest contracts in the transportation sector were awarded by the
Ministry of Transport and focused on the development of roads and highways.
The Ministry of Transport signed 88 road contracts in February worth SAR5.1 billion to various
contractors. 15 contracts were designated for road work in Riyadh worth SAR604 million. Another 15
contracts were awarded in Makkah worth SAR984 million. 13 contracts were awarded in Asir worth
SAR822 million. The remaining contracts were awarded in the remaining provinces of the Kingdom.
The Ministry of Transport awarded a sizeable contract in March to Al-Ayuni Investment & Contracting
Company in the amount of SAR2.6 billion. The project calls for the construction of the first phase of the
Riyadh Second Ring Road. Project specifics include the construction of a 43 km road, a four lane dual
highway, 16 interchanges, service roads, and related roadworks.
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Contract Awards Outlook
The value of awarded contracts rebounded strongly during the first quarter after a relative dip over the last
couple of years. This positive momentum is expected to continue as one of the largest drivers is the
government’s allocation of SAR246 billion in capital expenditures for 2019. A focus of this year’s capital
expenditures is education, health and general infrastructure. The awarded contracts in Q1’19 did not
contain significant projects in those sectors but will certainly play a prominent role as the year progresses.
With non-oil growth being a priority, continued heavy investments in capital projects will significantly aid in

the proliferation of local employment opportunities, financing mechanisms, and localization & privatization
schemes.
Looking ahead there are numerous mega-projects that are currently in the bidding phase that will likely be
awarded during 2019. Projects such as Saudi Aramco’s Marjan and Berri field development project and
the Jeddah Public Transportation Program (JPTP) are such examples of upcoming mega-projects. Over
the medium to long-term, mega-projects pertaining to NEOM, KA-Care, Maaden’s Ras Al-Khair are few of
the projects in the pipeline that will continue to spur construction activities in the Kingdom.
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Notable Contracts During Q1 2019
Sector

Transportation

Oil & Gas

Region

Riyadh

Eastern

Eastern

Client

Contractor

Details

Value
(SAR Millions)

Ministry of Transport

Al-Ayuni
Investment &
Contracting Co.

Development and
construction of
Riyadh Second ring
road

2,625

Expansion and
Subsea 7/ Larsen & construction of new
facilities at the Zuluf
Toubro
offshore oilfield

2,400

Saipem

Construction of
offshore facilities and
pipelines at Marjan
field

2,250

McDermott

Construction of
Marjan offshore
TP-10 tie-in
platforms

2,250

Saudi Aramco

Saudi Services for
Construction of
Electro Mechanic
water handling
Works
system at 11 GOSPs
Construction of 10
Subsea 7/ Larsen & oil production deck
modules of 1,500
Toubro
metric tons each

1,200

Saipem

Construction of 11
offshore pipelines,
fabrication works,
demolishing works,
and associated
facilities.

1,125

Al Rashid Trading/
ACCIONA Group

Phase two of
Alkhobar SWRO
Desalination plant.

2,250

SEPCO

Phase two of
developing new
SWRO plant in
Jubail

1,875

SIDEM/Abengoa/
SEPCO

Construction of a
desalination plant in
Rabigh

1,800

Marafiq/Veolia/
Amwal Alkhaleej

Construction of
Phase two of the
ISTP in Jeddah

1,200

Al Hashimia Est.

Construction of Four
Seasons Hotel in
Jeddah

1,440

SWCC

Water

Makkah

Hospitality

Makkah

Source: Various Sources, USSABC

Water & Electricity
Company

Midad Real Estate
Investment

1,500
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Disclaimer:
The sources used to obtain data in this report are derived from government/ministerial agencies, news outlets,
subscription based databases and other related sources. The awarded contract values are subject to change each
month as a result of changes to the status of a contract. There may be situations in which previously reported contracts are delayed, cancelled, or otherwise altered in any way. The information contained in this document was
gathered from sources believed to be accurate at the time, and the U.S.-Saudi Arabian Business Council accepts
no liability from errors or omissions in any part due to human or mechanical error. The above information should
not be taken as investment advice or as trading recommendation on behalf of the U.S.-Saudi Arabian Business
Council.
This report may not contain all material terms, data or information and itself should not form the basis of any
investment decision and no reliance may be placed for any purposes whatever on the information, data, analyses
or opinions contained herein. You are advised to consult, and make your own determination, with your own
independent legal, professional, accounting, investment, tax and other professional advisors prior to making any
decision hereon.
This report may not be reproduced, distributed, transmitted, published or further distributed to any person, directly
or indirectly, in whole or in part, by any medium or in any form, digital or otherwise, for any purpose or under any
circumstances, by any person for any purpose without the U.S.-Saudi Arabian Business Council’s prior written
consent.

