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FNRCO, a Saudi company with a global vision established in 2013, brings forth over 27 years of unparalleled expertise.
Headquartered in the capital city of Riyadh, Saudi Arabia, with branches strategically positioned across the Kingdom and
satellite offices extended globally, FNRCO stands as an unwavering force in the industry. Bolstered by a capital of
100,000,000 Saudi Riyals, FNRCO is a leading Human Resources (HR) and Workforce Services Company renowned for
delivering tailored end-to-end HR solutions, spanning workforce management, payroll administration, and supplemental
manpower procurement. With a dynamic workforce exceeding 5000 employees, FNRCO has swiftly ascended into a
distinguished staffing company, fostering robust partnerships with over 100 entities spanning various sectors.

Aligned with the ambitious Vision 2030, FNRCO actively contributes to the Kingdom's progress by strategically recruiting
and deploying Saudi citizens across diverse job categories, nurturing their professional growth. Our unwavering
commitment to efficiency, reliability, and adeptly overcoming challenges underscores our dedication to supporting the
visionary goals of the Kingdom. FNRCO operates with transparency, ethical principles, and professionalism,
transcending borders to build enduring partnerships.

FNRCO takes great pride in its membership with the esteemed Saudi French Business Council (CAFS), a consortium of
business leaders dedicated to enhancing understanding and collaboration between French and Saudi companies,
thereby fortifying bilateral business relations.

In our unwavering pursuit of excellence, FNRCO dynamically evolves to align with the ever-changing business landscape. Our commitment to
continuous improvement is evident in the collaborative development of innovative methods and systems tailored to meet the evolving needs of our

customers.

The "Newcomer’s Guide to Saudi Arabia" is designed to furnish precise, practical, and up-to-date information for new investors intending to operate and
reside in Saudi Arabia, specifically focusing on "Employment, Wages, and Labor Law." We hope this guide proves invaluable in facilitating a
comprehensive understanding of these critical aspects.

At FNRCO, we transcend mere success, constantly striving for excellence through customer collaboration and the delivery of optimal solutions across
our diverse operations. Deeply committed to empowering the national workforce, adhering to modern standards, and providing high-quality services,
FNRCO stands as a prominent industry leader. Amidst the fast-paced global business environment, our dedicated management team ensures consistent
performance and the delivery of top-quality services. The following are the subsidiaries of FNRCO Group.
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5—- EMPLOYMENT, WAGES & LABOUR LAWS IN SAUDI ARABIA

OVERVIEW OF THE LABOUR MARKET IN SAUDI ARABIA

The job market in Saudi Arabia continues to
evolve, driven by the Vision 2030 initiative and
various reforms aimed at diversifying the
economy, fostering greater inclusion and pro-
moting local employment. Business leaders
operating or investing in Saudi Arabia need to
be aware of the changing dynamics, the de-
mands of "Saudization" and the changing work
culture in order to effectively navigate the
country's business landscape and attract top
talent.

The Saudi Arabian labour market is a dynamic
and ever-changing market. In recent years, the
country has seen a significant increase in the
number of foreign workers, as well as an in-
crease in the number of Saudis entering the
labor market. This has led to a number of
changes in the way companies operate in Sau-
di Arabia and has also created some challenges
for employers.

The Saudi labour market today is characterized
by a number of factors, including:

e A high demand for skilled labour.

e An increase in the number of foreign
workers.

e A strong focus on "Saudization".

e A traditional work culture.

e A competitive salary environment.

Overview of the Saudi labour market

From 2022 to 2023, the official unemployment
rate in Saudi Arabia decreased from 11.6% to
8.5%, and the number of jobs created increa-
sed from 1.2 million to 1.3 million.

This improvement in the labour market is due
to several factors, including:

e The country's economic growth, which
reached 7.6% in 2022.

e The increase in foreign investment, which
with a target of $ 100 billion in 2023.

e The creation of new jobs in the private sec-
tor, which created 1.2 million jobs in 2023.

¢ The improvement in the labour market has
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had a positive impact on the lives of Saudis.
Wages have risen, purchasing power has
increased and the poverty rate has fallen.

In 2023, Saudi Arabia's female labor force par-
ticipation rate rose to 24.9%, but the female
unemployment rate remains high at 15.4%.
The government aims to address this by crea-
ting new opportunities in the private sector,
promoting female entrepreneurship, and pro-
viding training to enhance women's employa-
bility, with the goal of reducing female
unemployment and fostering greater econo-

mic involvement.
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Work culture in Saudi Arabia

Vision 2030 has been the central driver of
economic reforms in Saudi Arabia. Thus, the
progressive economic emancipation of wo-
men, in particular, is changing the culture of
work in the country.

In addition, the reforms launched under the
Vision 2030 initiative have promoted the ope-
ning of the labour market to expatriate
spouses and have encouraged women's
economic empowerment.

Indeed, an important measure was announced
by the Saudi Minister of Human Resources and
Social Development, now allowing spouses of
expatriates to apply for jobs in Saudi Arabia.
However, it is essential that spouses and close
relatives meet the qualifications required for
the available positions.

Similarly, Saudi Arabia has made strides in pro-
tecting workers' rights. A new labor regulation
has been enacted, allowing workers, whether

Saudi or foreign, to set up committees to de-
fend their interests in their workplace.

Nevertheless, the Saudi work culture persists
in its traditional and hierarchical nature, whe-
rein employees are obligated to demonstrate
respect towards their superiors and exhibit
loyalty to their respective companies.

Furthermore, Saudi nationals prioritize familial
and religious values, considerations that com-
panies frequently incorporate when formula-
ting work schedules and internal policies.

Additionally, the cultivation of interpersonal
relationships holds significant prominence wi-
thin the Saudi work culture. Establishing con-
nections with colleagues and superiors is
deemed essential, as it serves to enhance

communication and foster effective teamwork.
Worker Turnover in Saudi Arabia

Notable challenge for employers with an esti-
mated 30% staff turnover rate, surpassing
rates in other developed countries. This is in-
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fluenced by factors such as a preference for
public sector jobs, a competitive job market,
and the allure of higher wages in neighboring
Gulf countries. Insufficient skill development
and recognition within Saudi companies may
contribute to this trend, prompting employees
to seek better opportunities elsewhere.

The elevated turnover is linked to the mobility
of Saudi employees, propelled by a dynamic
job market and a low unemployment rate, par-
ticularly for skilled workers. Negative conse-
guences encompass heightened recruitment
and training costs, impacting overall producti-
vity.

To address this, Saudi companies should priori-
tize strategies such as improved training, pro-
fessional development, heightened employee
recognition, and alignment with the dynamic
Saudi work culture.
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Employment rate in Saudi Arabia

The private sector remains the main engine of
growth and job creator in Saudi Arabia. In
2023, it created 1.2 million jobs, or more than
90% of the jobs created. This growth in the
private sector is due to several factors:

e Economic growth of the country, which has
created new business opportunities.

e Increase in foreign investment, which has

financed the creation of new businesses.

e Government reforms making it easier to set
up businesses and hire workers.

e Women's entrepreneurship is encouraged
by the government, which launched a pro-
gram in 2023 to support women entrepre-
neurs. It provides training, funding and
counselling to women wishing to start their
own businesses. This led to a 20% increase
in the number of women entrepreneurs,
who created 100,000 jobs, or 7% of the jobs
created in 2023.

The future outlook for the labour market in
Saudi Arabia is positive. The Saudi government
predicts that the labor market, driven by the
private sector, will continue to grow and that
the unemployment rate will continue to de-
cline in the coming years. For more informa-

tion, please visit: www.stats.gov.sa

Nitaqat

The Nitagat program, set up in 2011, aims to
strengthen the "Saudization" of the workforce
by incentivizing companies to hire more Saudi
citizens. The program classifies companies into
different  categories based on their
"Saudization" ratios. In 2023, companies are
classified as follows:

Platinum: Highest rate of saudization.
o High Green
e Mid Green
¢ Low Green

¢ Yellow
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e Red: Lowest rate of saudization. Employers
who do not comply with Saudization requi-
rements and risk penalties.

Nitagat also influences the issuance of work
visas for foreign employees. Companies with
higher Saudization ratios (Platinum and High
Green categories) are prioritized for work vi-
sas, making it easier for them to hire foreign
talent when needed.

The ratio of saudisation depends on the sec-
tor, the size and the license under which the
company is registered.

Some positions are reserved for Saudi citizens
only, including jobs in the public sector, retail
and some administrative positions. Foreigners
can usually occupy specialized technical posi-
tions requiring specific expertise.
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LABOUR RULES & REGULATIONS IN SAUDI ARABIA

Recruitment

Popular online platforms for job postings and
recruitment in Saudi Arabia include Bayt.com,
Naukrigulf.com, and LinkedIn. Local newspa-
pers and job fairs also remain effective
methods of reaching potential candidates. In
addition, highlighting opportunities for growth
and career advancement can be attractive to
job seekers. Saudi workers are often moti-
vated by competitive salaries, career growth
opportunities, job security, and attractive
perks such as health insurance, housing bene-
fits, and educational assistance.

The obligations to be respected to hire an em-
ployee in Saudi Arabia are as follows:

e Obtain a work permit from the Ministry of
Labour.

o Declare the employee to the tax authorities.

e Pay the employee's salary at least once a
month.

e Provide the employee with a written em-
ployment contract.

e Provide the employee with a safe and
healthy working environment.

e Respect the rights of the employee, inclu-
ding the right to paid leave, sick leave,
health insurance and retirement.

Failure to comply with these obligations may
result in sanctions, including fines, imprison-
ment or closure of business. To be considered
valid, the employment contract must be regis-
tered on the employee's account on the Qiwat
platform and validated by the employee.

Employee organizations

In Saudi Arabia, trade unions and workers' as-
sociations are prohibited. However, Saudi na-
tionals have the option to establish works
councils, and employees can form social wel-
fare committees for workplace social welfare

purposes.
Non-competition and confidentiality clause

Saudi labor law allows non-compete clauses in

employment contracts for a maximum of 2
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years, but enforceability requires limitations
on duration, geographic scope, and the type of
restricted activity to protect the employer's
interests. Employees must maintain confiden-
tiality of technical, commercial, and industrial
secrets per labor law, and employers can legal-
ly require non-disclosure of confidential infor-
mation post-employment termination.

GOSI

Under GOSI, employers contribute 2% of both
Saudi and expatriate employees' salaries to a
workers' compensation and disability scheme
outlined in the Social Insurance Regulations
(Royal Decree No. M/22 of 3 Ramadan 1421
Hejra). This scheme covers pensions for Saudi
nationals, with both employers and employees
contributing 9% each (18% total). Additionally,
private sector companies are obligated to pro-
vide health insurance to Saudi and expatriate
employees and their dependents, including
spouses, unmarried daughters, and male chil-
dren under 25.
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Accident at work

In the event of occupational injuries, em-
ployers in accordance with labor regulations
are responsible for providing compensation to
affected employees. As outlined in Article 137
of the Labour Code, victims of industrial acci-
dents are entitled to full salary for the initial
sixty days and 75% of their salary thereafter
for up to one year. Beyond one vyear, if the in-
jury results in disability, the employee is eli-
gible for compensation.

Workplace harassment

Saudi Arabia, labor laws prioritize equal rights
for citizens, prohibiting discrimination based
on various factors, primarily applying to Saudi
nationals. The Labor Law safeguards female
employees during pregnancy and maternity
leave. Anti-harassment laws, including Resolu-
tions No. 488 and No. 20912, focus on protec-
ting individual dignity and privacy, addressing
sexual harassment. Employers are obligated to
establish internal complaint procedures, en-

sure confidentiality, and take corrective ac-
tions. Reporting harassment to authorities is
mandatory, and recent regulations forbid gen-
der-based wage disparities for equal work.

Legal working hours

Saudi Arabia follows a five- to six-day work
week (Sunday to Thursday) with Friday and
Saturday as the weekend. The legal working
time is 8 hours per day, with a maximum of 48
hours per week. The number of working hours
is reduced to 6 hours per day and 36 hours per
week for Muslim workers during Ramadan.
Overtime is paid at a rate of 150% compared
to the hourly rate of the base salary.

The workday is usually divided into two parts
to avoid extreme heat in the middle of the
day. It is also forbidden for an employer to
have its teams perform heavy work outdoors
during the hottest hours of the day (between
12:00 and 15:00 between June 15 and Septem-
ber 15) with the exception of employees in the
oil sector. A one-hour lunch break is also man-
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datory. There are also two prayer breaks du-

ring the working day.
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Holidays

Statutory holidays: There are nine official holi-
days. Their dates vary from year to year de-
pending on the lunar calendar. It is therefore
important to follow official government an-

nouncements to be informed.

Paid leave: Employees are entitled to 21 days
of annual leave for the first 5 years in the com-
pany, then to 30 days for subsequent years.

Sick leave: Sick leave in Saudi Arabia is go-
verned by Article 117 of the Labour Law. The
first 30 days are fully paid. For the next 60
days, workers will receive 1/3 of the wages,
and the last 30 days are not paid.

Maternity leave: Employees are entitled to 10
weeks' maternity leave. Payment will be based
on seniority as employees with more than 3
years of service will receive higher allowance.

Paternity leave: Fathers are entitled to 3 days
of paternity leave in accordance with Article
113 of the Labour Act.

Parental leave: There is no provision for pa-
rental leave in the law.

Other leave: depending on the contract, the
employee may benefit from bereavement
leave, marriage leave or Hajj leave.

Wages

Salaries in Saudi Arabia are generally higher
than in other GCC countries. The monthly mi-
nimum wage is SAR 3,000 for Saudi public sec-
tor employees and SAR 4,000 for private sec-
tor employees. However, salaries vary depen-
ding on industry, experience and qualifica-
tions. The minimum wage is set by the govern-
ment and is reviewed annually. It is different
for Saudi and foreign employees. Saudi em-
ployees are entitled to a higher minimum
wage than foreign employees.

Employees in Saudi Arabia are not subject to
taxes on their salaries. With the exception of
taxes applying to persons of Muslim religion
such as Zakat.
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The packages offered by employers most often
include other allowances and benefits, which
vary from one position to another, in order to
attract the best skilled workers and retain their
employees:

¢ Housing allowances, generally equal to 20-
25% of salary taking into account the level
of rents in the country.

e Transport allowances generally equal to
10% of salary taking into account the level
of vehicle prices in the country.

e Health insurance.

o Paid vacation days.

e Premiums.

Duration of contracts

Saudi Arabian nationals may be employed ei-
ther on fixed-term or open-ended contracts. If
a Saudi national is employed on an indefinite
employment contract, the employment con-
tract must include a minimum notice period of
60 calendar days. The parties are open to
agreeing on longer notice periods.
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Foreign nationals may only be employed under
fixed-term contracts. If the parties agree either
on an employment contract of indefinite dura-
tion or in the absence of precision, the expiry
date of the contract of a foreign national will
be considered to be that of his work permit.

Dismissal

Dismissal in Saudi Arabia, per Royal Decree No.
M/51-23 Sha'ban 1426/27 Sept. 2005, is au-
thorized for "valid" reasons, including mutual
agreement termination, fixed-term contract
expiration, notice-based termination of indefi-
nite contracts, retirement, force majeure, busi-
ness termination, project completion, or other
lawful grounds. Payment in lieu of notice is
possible. For fixed-term contracts, termination
before expiry is generally considered "invalid"
unless grounded in serious misconduct per Ar-
ticle 80 of Saudi Arabia's Labour Law.

Indefinite contracts may be terminated with a
60-day notice for "good cause" like poor per-
formance or misconduct. A disciplinary

procedure must precede termination, invol-
ving written notification, a hearing, docu-
mented proceedings, and written notification
of disciplinary action within 30 days. Failure to
follow this procedure risks invalid termination,
potentially resulting in awarded invalid seve-
rance pay by a Saudi Arabian Labour Court.
Statutory entitlements upon termination in-
clude payment for accrued leave, end-of-
service gratuity, repatriation airfare, and other
contractual rights.

Termination for a "disabled" reason entitles
the employee to agreed compensation or, if
not specified, salary for the remaining contract
duration (min. 2 months for fixed-term con-
tracts) or 15 days' salary per year of service
(min. 2 months for open-ended contracts).

Tashkeel ("End-of-service gratuities")

Contracts include mandatory "End-of-service
gratuities" or "tashkeel," a severance package
paid to employees at the end of their contract,
whether fixed-term or indefinite. The allo-
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wance amount is calculated based on the em-
ployee's years of service, salary, and position.
Free end-of-service is mandatory in Saudi Ara-
bia for all employees, including Saudis and
foreigners. However, there are a few excep-
tions like, for example, employees who have
been dismissed for serious misconduct.

The amount is calculated as follows:

e 15 days' pay for each year of service for the
first 5 years of service;

o 30 days' pay for each year of service beyond
the first 5 years.

The severance pay in Saudi Arabia is calculated
based on the employee's average salary from
the last three months of their contract. It must
be disbursed within one month after contract
termination. Failure to do so gives the em-
ployee the right to file a complaint with the
courts. This form of social protection aids em-
ployees by providing financial compensation at
the end of their contract to help navigate po-
tential financial challenges post-employment.
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