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INTRODUCTION

Since the year 2000, Saudi Arabia has under-
gone a significant transformation in its econo-
mic policies, moving away from its previous
stance. The initiation of these reforms can be
traced back to the implementation of the
Foreign Investment Law, Royal Decree No M/1
of 5 Muharram 1421 Hejra (10th April 2000).
Alongside this, the Saudi Arabian General In-
vestment Authority (SAGIA) was established
on the same day to facilitate these changes. In
February 2020, SAGIA underwent a transfor-
mation and became the Ministry of In-
vestment (MISA). This change further empha-
sized the Saudi government's commitment to
promoting investment and stimulating econo-
mic development. By elevating SAGIA to a mi-
nistry, Saudi Arabia aimed to enhance its stra-
tegic position in the global investment land-
scape and strengthen its efforts to attract both

local and international investors.

Foreign investors stand to benefit tremendou-
sly from recent economic reforms opening up
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the Kingdom of Saudi Arabia to outside capital
and expertise. Recognizing the importance of
attracting value-added investments, the Mi-
nistry has been actively working on creating
various opportunities for development. One of
the key initiatives is the introduction of advan-
ced electronic services, which aim to strea-
mline the investment process and provide a
more efficient experience for both investors
and the Ministry. By leveraging technology,
the Ministry offers a flexible and convenient
platform for investors to obtain licenses and
permits. This digital approach eliminates un-
necessary paperwork and reduces processing
time, allowing investors to focus on their busi-
ness operations. To support potential inves-
tors, the Ministry collaborates closely with va-
rious government agencies to ensure a sea-
mless coordination of efforts. By aligning the
Ministry's efforts with these agencies, inves-
tors can expect a seamless experience.

However, navigating the regulatory landscape
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requires diligent research and compliance to
ensure foreign ventures are legally structured
and positioned for success. This article pro-
vides an overview of the current foreign in-
vestment laws in Saudi Arabia to help better
understand the opportunities and obligations
in launching foreign enterprises.

-
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OVERVIEW OF SAUDI ARABIA’S INVESTMENT LAWS

Potential investors wishing to invest in the
Saudi market must understand and comply
with the Kingdom's foreign investment laws,
regulations, directives, as well as international
agreements to which the Kingdom is a party
to. Recent changes to Saudi Arabia's foreign
investment regulations have been made in or-
der to attract more foreign capital, expand its
economy, and make the country a more
attractive destination for international busi-

nesses.

The updated Foreign Investment Law, allows
100% foreign ownership of companies in
specific sectors of the Saudi economy, elimina-
ting the previous requirement of having a Sau-
di partner. The law provides foreign investors
various incentives and guarantees, including
but not limited to, repatriation of profits,
benefits arising from agreements avoiding
double taxation, and carrying forward the new
operating losses from the tax year following
the year which the loss incurred, in accordance

with the provisions of the Income Tax Law, is-
sued by Royal Decree no. (M/1), dated
15/1/1425H and its implementing regulations.
Furthermore, investors may obtain more than
one license for different activities in accor-
dance with the requirements specified by the
regulations. Generally, the process of obtai-
ning licenses in Saudi Arabia involves adhering
to the specified requirements and fulfilling cer-
tain criteria. These requirements may vary de-
pending on the nature of the activity and the
sector in which the investor intends to ope-
rate. It is essential for investors to thoroughly
review and comprehend the regulations appli-
cable to their desired sectors in order to meet
the necessary criteria and tap into different
sectors in the Saudi Arabian market.
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MISA’S INVESTMENT
GUIDE

The Ministry of Investment of Saudi Arabia
(MISA) published a practical guide for
foreign investors.

This guide is intended to clarify the requi-
rements and procedures of the services
provided by the Ministry of Investment
(MISA). It offers detailed information on all
the services offered by MISA to companies
and investors, and on the steps to be ta-
ken, the documents to be provided, and
the requirements in order to benefit from
these services.

To download MISA’s practical guide for
foreign investors, please visit:

investsaudi.sa/en/investor/guide
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TYPES OF COMPANIES AVAILABLE FOR FOREIGN INVESTMENT

The only two forms available for foreign inves-
tors to enter the Saudi market is either
through joint ventures with Saudi partners or
by setting up wholly foreign-owned entities.
Laws and directives determine the legal form
and minimum capital requirements of the enti-

ty based on its business activity.

MISA facilitates foreign value-added enter-
prises and premium residence® holders to ex-
plore the Saudi market by establishing the fol-
lowing legal entities:

Limited Liability Company (LLC).
Limited Liability One Person Company.
Joint Stock Company.

Foreign Company Branch.

vk W

Solidarity Professional Company.

To establish either type of company, the
foreign investor must obtain an investment
license from MISA. The specific requirements
to obtain a license depend on the business ac-
tivity and shareholder nationality. Investors

will be required to provide evidence of ade-
guate funding and personal identification do-
cuments for shareholders. This requirement
ensures transparency and accountability in the
investment process. The provision of personal
identification documents helps to verify the
identities of the shareholders, preventing any
potential fraudulent activities. Additionally,
foreign investors operating in specific indus-
tries may be asked to provide a feasibility stu-
dy in order to assess the viability and potential
success of the proposed investment project.
By requiring a feasibility study, authorities can
evaluate the economic impact and feasibility
of the investment, safeguarding the interests
of the investors and the host country's econo-
mic stability.

MOHAMED ALI BEN LADEN
LAW FIRM

SAUDI BUSINESS CENTRE

1- Premium residency is a residence permit in Saudi Ara-
bia that’s grants expatriates the right to live, work and
own businesses and property in the Kingdom without a
need for a sponsor.

The Ministry of Investment of Saudi Arabia
(MISA) has established the Saudi Business
Center. It is a government center respon-
sible for facilitating the process of starting
and managing a business in addition to
providing related services according to in-
ternational best practices. It provides all
the information and a number of services
for starting, conducting and terminating
economic activities in accordance with in-
ternational best practices.

On the Saudi Business Center website, you
will be able to create an account to start
your process or request a service, whether
or not you already have an iqgama card.

For more information, please visit:

business.sa/en/
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LICENSES AND PERMITS REQUIRED

To establish a foreign-owned business in Saudi
Arabia, licenses and permits are required be-
fore starting operations in the Kingdom. The
types of licenses are as follows:

Agricultural license.
Audiovisual media license.
Commercial license.

Consulting license for engineering offices.

LAl A

Consulting license for technical & econo-

mic communication offices.

Entrepreneur license.

License for scientific and technical office.

License for serving agents and providing

workers services.

9. Industrial license.

10. Mining license.

11. Printing and publishing.

12. Professional license with Saudi share-
holder.

13. Real estate license.

14. Services license.

15. Transport license.

2—- SAUDI FOREIGN INVESTMENT: A GUIDE FOR POTENTIAL INVESTORS

MISA, acting as the government agency res-
ponsible for foreign investments, issues a li-
cense for foreign capital investment in any in-
vestment activity, permanent or temporary.
According to the Foreign Investment Law MISA
acts on the investment application within 30
days of the submission of all documents requi-
red by the regulations. If the specified period
lapses without MISA acting on the application,
it shall issue the required license to the inves-
tor. If MISA rejects the application within the
prescribed period, the decision must be justi-
fied, and the applicant has the right to appeal
such decision according to the laws. MISA is
currently working on granting investment li-
censes within timeframe of just 24 hours follo-
wing submission of the application.

The application requires information on the
proposed business activities, shareholding
structure, and financial details. MISA also
offers post-licensing support, to ensure that
investors receive assistance and guidance even
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after obtaining their licenses. Once licensed,
the potential investor must undergo the regis-
tration process of their company with different
agencies, including: (i) issuance of investment
license; (ii) documentation of the articles of
association; (iii) issuance of commercial regis-
tration; (iv) opening company’s file in the Za-
kat, Tax and Customs Authority (ZATCA), Mi-
nistry of Human Resources and Social Develop-
ment (MHRSD), and the General Organization
for Social Insurance (GOSI); and (v) Issuance of

general directors visas.

Additional permits or licenses may be needed
depending on the business activities, like in-
dustrial licenses, professional licenses for acti-
vities like legal, medical or engineering ser-
vices and Municipal permits to ensure com-

pliance with zoning and building regulations.

With the proper authorizations in place,
foreign-owned businesses are afforded many
of the same rights and protections as domestic
companies under Saudi law.
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REGIONAL HEADQUARTERS

As of January 1 2024, Saudi Arabia has imple-
mented a new policy that impacts foreign
companies desiring to take part in public ten-
ders within the country. In order to partici-
pate, they will now be required to establish
their registered regional headquarters in Saudi
Arabia. This policy is part of the Regional
Headquarters program (RHQ), an initiative of
“Vision 2030” jointly developed by MISA and
the Royal Commission for the City of Riyadh
(RCRC) aimed at encouraging global companies
to relocate their regional headquarters to the
Kingdom. Pursuant to the initial guidelines,
MISA defines RHQ as a unit of a multinational
group duly established under the laws of Saudi
Arabia for the purpose of supporting, mana-
ging, and providing strategic direction to its
branches, subsidiaries and affiliates operating
in MENA region.

To be eligible for the RHQ program, the inves-
tor must have at least 2 subsidiaries or
branches of the multinational group in 2 diffe-
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rent countries other than Saudi Arabia and its
country of incorporation (i.e., its official
headquarters). In addition, and amongst other
requirements, the RHQ must:

1. operate as registered foreign company in
the Kingdom of Saudi Arabia;

2. have a separate legal personality in the
Kingdom of Saudi Arabia;

3. have a presence of a physical office and act
as a center of administrative power over
the region; and

4. not conduct any commercial operations
(i.e., activities that generate revenue).

To carry out its responsibilities, the RHQ must
possess the necessary licenses, granting the
RHQ to engage in various activities, both man-
datory and optional licenses as follows:

1. Mandatory RHQ License activities, which
includes inter-alia:

o strategic direction activities. This involves
formulating and monitoring the regional
strategy. The RHQ is responsible for setting
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the long-term goals and objectives of the
organization within the region. By conti-
nuously monitoring and refining the strate-
gy, the RHQ ensures that the organization
stays on the right track and adapts to chan-
ging market conditions; and

e management functions. These include tasks
such as business planning. The RHQ deve-
lops comprehensive business plans that ou-
tline the operational and financial strategies

2. At least 3 optional activities. These activities
are not obligatory but can provide signifi-
cant value to the organization (i.e., sales
and marketing support and HR manage-

ment).

Within 6 months from the date of the license
issuance, RHQ must begin operations and the
3 optional license activities shall be established
during the first year of the license operation.
RHQ must employ at least 15 employees, in-
cluding at least 3 management-level em-
ployees.
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WHERE TO INVEST

In Saudi Arabia, there are numerous areas and Moreover, MISA forbids foreign investors from
industries that welcome foreign investors to operating in specific industries and service ac-
establish their businesses. These industries tivities mentioned in its negative list®.

provide promising opportunities for growth
and success. Below is a list of key sectors

where foreign investors may consider inves-

ting:

.. 1- The negative list is a list issued by the Ministry of
e Mining and metals ) o ,
Foreign Investment indicating businesses excluded from

e Healthcare and life science foreign investments.
e Aerospace and defense
e Tourism and quality of life

e Chemicals

e Real estate INVESTMENT

e Industrial and manufacturing OPPORTUNITIES

e Financial services

e Transport and logistics To learn about opportunities for investors,
e Energy please visit MISA’s Invest Saudi:

e Agricultural and food processing investsaudi.sa/en/

« Pharma and biotech To learn about incentives offered to

¢ Information & communication technology foreign investors:

« Human capital innovation investsaudi.sa/en/investor/incentives

e Environment services
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FOREIGN EMPLOYMENT

During business transactions a foreign com-
pany in Saudi may act in its own name, and it
can sponsor foreign employees for residency.
On 7th March 2021, the MHRSD unveiled the
"Professional Verification" program. This initia-
tive was developed in collaboration with the
Ministry of Foreign Affairs and the Technical
and Vocational Training Corporation. Its prima-
ry objective is to authenticate the proficiency
of professional foreign workers, ensuring that
they possess the fundamental skills required
to enhance their efficiency in their respective
roles. The “Professional Verification” program
includes practical and theoretical examinations
in the workers’ specialized fields, and will tar-
get more than 1000 specialized professions
belonging to 23 specialty fields as per the Sau-
di Standard Classification of Occupations.

Through this program, the MHRSD will con-
duct a comprehensive assessment of the skills
and abilities of professional foreign workers.
The evaluation process will cover various as-
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pects, such as technical skills, practical
knowledge, and industry-specific expertise. By
verifying these essential proficiencies, the pro-
gram aims to promote a higher standard of
performance among foreign workers, ultima-
tely enhancing the quality of services they pro-
vide, as well as reduce the influx of unqualified
workers into the Saudi labor market. The Mi-
nistry of Foreign Affairs will play a crucial role
in facilitating the verification process for
foreign workers, ensuring that all necessary
documents and information are accurately
processed. Meanwhile, the Technical and Vo-
cational Training Corporation will provide va-
luable support by offering training programs
and resources to enhance the skills of foreign

workers.

The “Professional Verification” program has
two separate tracks explained as follows:

e 1st Track - Aims to examine all skilled
workers in their countries, in cooperation
with selected international examination cen-
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ters, before their arrival to the Kingdom.

e 2nd Track - Aims to examine existing skilled
workers in Saudi Arabia in cooperation with
certified local examination centers.

This “Professional Verification” program came
into effect on July 2021 and is gradually enfor-
ced based on the size of the establishment.
The work visa for the targeted jobs will be
linked to the skilled worker passing the exami-
nation in their country, and will be enforced
on a gradual basis in accordance with a roll-out
plan developed with the Ministry of Foreign
Affairs and the countries sending labor to the
Kingdom. The roll-out plan is structured to
prioritize giant facilities initially, which employ
3000 or more workers, then large facilities
(from 500 to 2999 workers), then medium faci-
lities (between 50 to 499 workers), then small
enterprises of category (A) that employ (from
6 to 49 workers), and finally small establish-
ments category (B), which employ (from one
to 5 workers).
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THE NITAQAT AND SAUDIZATION REQUIREMENT

The Saudi Nationalization Scheme (Nitaqgat)
was developed and introduced by the MHRSD,
to increase the employment rate of Saudi na-
tionals in the private sector. Saudization refers
to the localization of the workforce by meeting
a certain number of Saudi workers within an
entity. The classification depends on the com-
pany's percentage of Saudi employees relative
to the total workforce. It is also important to
point out that while the Saudi market is open
for foreign employees, certain occupations are
restricted to Saudi nationals only, while others
have particular Saudization objectives allo-
cated to them to guarantee equitable opportu-
nity. Additionally, the Nitagat threshold in-
fluences the company’s capacity or ability to
hire expatriate personnel from other countries
and in-country transfer of expatriate manpo-
wer, inter-alia other matters.

The Nitaqgat threshold sets the minimum per-
centage of Saudi employees required for a
company to fall into each category and compa-

nies are ranked according to the percentage of
Saudi employees. Those in the platinum and
green categories receive incentives, while
those in the red category face restrictions:

e Red - Cannot change expatriate workers' oc-
cupations. Cannot transfer expatriate
worker's sponsorship to the entity. Cannot
apply for new expatriate workers visas. Can-
not issue work permit for new expatriate
workers. Cannot renew work permit of exis-
ting expatriate workers. Cannot open a file

for a new entity or new branch.

e Low Green - Cannot apply for new expa-
triate workers visas. Cannot change expa-
triate workers' occupations. Renew work
permit of existing expatriate workers. Im-
mediate counting in Nitagat program.

e Medium Green - Apply for new expatriate
worker visas. Change expatriate workers' oc-
cupations. Renew work permit of existing ex-
patriate workers. Transfer expatriate workers'
sponsorship to the entity to any other entity.
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Immediate counting in Nitagat program.

¢ High Green - Apply for new expatriate worker
visas. Change expatriate workers' occupa-
tions. Renew work permit of existing expa-
triate workers. Transfer expatriate workers'
sponsorship to the entity to any other entity.
Immediate counting in Nitagat program.

e Platinum - Apply for new expatriate worker
visas. Change expatriate workers' occupa-
tions. Renew work permit of existing expa-
triate workers. Transfer expatriate workers'
sponsorship to the entity to any other entity.
Immediate counting in Nitagat program.

As a foreign investor, you will need to hire Sau-
di nationals to meet the Nitagat requirements
for your company’s size and activity. The mini-
mum percentage of Saudi employees depends
on your company’s classification and industry.
You can view the Nitagat score and classifica-
tion for your company on the MHRSD website
to determine if you need to increase hiring of
Saudi nationals.
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