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INTRODUCTION

UHY is an international organisation providing accountancy, business management and consultancy services
through financial business centres in nearly 100 countries throughout the world.

Business partners work together through the network to conduct transnational operations for
clients as well as offering specialist knowledge and experience within their own national borders.
Global specialists in various industry and market sectors are also available for consultation.

This detailed report providing key issues and information for investors considering business
operations in Saudi Arabia has been provided by the office of UHY representatives:

UHY AL MOUSA CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
Riyadh (Main Office) and Khobar (Branch Office), Saudi Arabia
Phone +966 504 420 053

Website www.uhy-sa.com

Email info@uhy-sa.com

You are welcome to contact Mr. Mousa Al Mousa (mousa@uhy-sa.com) for any inquiries you

may have.

Information in the following pages has been updated so that they are effective at the date shown,
but inevitably they are both general and subject to change and should be used for guidance only.
For specific matters, investors are strongly advised to obtain further information and take
professional advice before making any decisions. This publication is current at June 2026

We look forward to helping you do business in Saudi Arabia.



http://www.uhy-sa.com/
mailto:info@uhy-sa.com
mailto:mousa@uhy-sa.com

BUSINESS ENVIRONMENT

BACKGROUND

The Kingdom of Saudi Arabia, founded in 1932 by King Abdulaziz Al Saud, is the largest sovereign state in
the Middle East by land area. It is governed as an absolute monarchy with a legal system based on Islamic
law (Sharia). In recent years, under the leadership of King Salman and Crown Prince Mohammed bin Salman,
the country has embarked on an unprecedented socioeconomic transformation known as Vision 2030,
aimed at diversifying the economy away from oil dependence and developing public service sectors such as

health, education, infrastructure, recreation, and tourism.

POPULATION

Saudi Arabia has a population of approximately 32 million people, characterized by a significant expatriate
community which constitutes roughly one-third of the total population. The demographic profile is notably
young, with a large percentage of citizens under the age of 30. The major urban centres, including the capital
Riyadh, the commercial hub Jeddah, and the holy city of Makkah, are experiencing rapid growth and

modernization.

GEOGRAPHY

Occupying the majority of the Arabian Peninsula, Saudi Arabia covers an area of approximately 2,149,690
square kilometers. It is bordered by Jordan, Irag, and Kuwait to the north; the Persian Gulf, Qatar, Bahrain,
and the United Arab Emirates to the east; Oman to the southeast; and Yemen to the south. The Red Sea
forms its western coast. The geography is dominated by the Arabian Desert, though it features diverse

landscapes including mountain ranges in the southwest.

CURRENCY

The official currency is the Saudi Riyal (SAR), which has been pegged to the US Dollar at a fixed exchange
rate of 1 USD =3.75 SAR since 1986. This peg provides significant stability for international trade and foreign

investment.
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LANGUAGE

Arabic is the official language of Saudi Arabia and is used for all government proceedings, legal
documentation, and official communications. However, English is widely spoken in the business community

and is effectively the secondary language for international commerce and corporate operations.

MAJOR EXPORTS

Saudi Arabia remains a global powerhouse in energy exports. Its primary exports are dominated by crude
petroleum, refined petroleum products, and petrochemicals. However, non-oil exports have seen
substantial growth, aligning with Vision 2030 objectives. Major non-oil exports include plastics, chemicals,
base metals, and agricultural products.

MAJOR IMPORTS

The country's principal imports consist of machinery and mechanical appliances, transport equipment
(particularly motor vehicles), base metals, and agricultural products. Key trading partners include China, the

United States, the United Arab Emirates, India, and Japan.

EDUCATION — PRIMARY AND SECONDARY

The Saudi education system is comprehensive, offering free public education to all citizens from primary
through higher education. The government allocates a significant portion of its annual budget to education,
reflecting its commitment to human capital development. The system includes a growing number of private
and international schools catering to the expatriate population and Saudi citizens seeking alternative

curricula.

TERTIARY EDUCATION

Saudi Arabia boasts numerous universities and specialized institutes. Institutions such as King Saud
University, King Abdulaziz University, and the King Abdullah University of Science and Technology (KAUST)
are recognized regionally and globally. The government actively promotes STEM (Science, Technology,

Engineering, and Mathematics) education to support the transition to a knowledge-based economy.

HEALTH CARE SYSTEM

The healthcare sector in Saudi Arabia is robust and undergoing significant transformation. The government
provides comprehensive healthcare services to citizens through the Ministry of Health. Simultaneously,
thereis a strong push toward the privatization of healthcare services and the expansion of mandatory health
insurance for all private-sector employees, creating substantial opportunities for foreign investment in

hospitals, clinics, and health technology.
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COMMUNICATIONS

Saudi Arabia possesses a highly developed telecommunications infrastructure. The mobile market is highly
penetrated, with extensive 5G network coverage across major cities. The government has prioritized digital
transformation, establishing the Saudi Data and Artificial Intelligence Authority (SDAIA) to lead initiatives in

data management and Al integration across public and private sectors.

BANKING AND FINANCIAL SERVICES

The banking sector is highly capitalized, profitable, and stringently regulated by the Saudi Central Bank
(SAMA). It comprises domestic banks and branches of international financial institutions. The sector is
characterized by advanced digital banking services and a growing emphasis on FinTech innovation. The
Capital Market Authority (CMA) regulates the Saudi Exchange (Tadawul), which is the largest equities market
in the Middle East.

TRANSPORTATION LINKS

Saudi Arabia is investing heavily in its transportation and logistics infrastructure to position itself as a premier
global logistics hub connecting Asia, Europe, and Africa. The country features extensive modern highway
networks, expanding railway systems (including the Haramain High-Speed Railway and the upcoming Saudi
Landbridge Project), and major international airports in Riyadh, Jeddah, and Dammam. The maritime sector

is anchored by world-class ports on both the Red Sea and the Arabian Gulf.

LAND AND BUILDING

The real estate market is dynamic, driven by government housing initiatives, commercial developments,
and the flagship "giga-projects" such as NEOM, the Red Sea Project, and Qiddiya. Recent legislative changes
have progressively eased restrictions on foreign ownership of real estate, particularly in designated

economic zones and for specific investment purposes, subject to regulatory approval.

HOLIDAYS IN SAUDI ARABIA

The official public holidays in Saudi Arabia are Eid Al-Fitr (celebrating the end of Ramadan), Eid Al-Adha (the
Feast of Sacrifice), Saudi National Day (September 23), and Saudi Founding Day (February 22). The standard

business workweek is Sunday through Thursday.

https://www.cia.gov/library/publications/resources/the-world-factbook/
http://data.worldbank.org/country/
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http://data.worldbank.org/country/

FOREIGN INVESTMENT

ECONOMIC ENVIRONMENT IN SAUDI ARABIA

The Saudi Arabian economy, traditionally reliant on hydrocarbon revenues, is undergoing a profound structural
shift. As of 2024, the non-oil sector accounts for approximately 56 percent of the Kingdom's SAR 4.7 trillion (USD
1.25 trillion) economy. This diversification is the cornerstone of Vision 2030, which seeks to stimulate private sector
growth and reduce vulnerability to global oil price fluctuations. Despite projected budget deficits—such as the
estimated USD 27 billion deficit in 2025 due to aggressive government spending on infrastructure and diversification
projects—the economy remains resilient. The Kingdom's strong international credit ratings and relatively low debt-
to-GDP ratio (approximately 29 percent) provide substantial fiscal space to finance its ambitious developmental

agenda.

PRO-FDI ENVIRONMENT

The Saudi government has established a highly favourable environment for Foreign Direct Investment (FDI),
targeting an increase in FDI to 5.7 percent of total GDP by 2030, which equates to approximately USD 103 billion
annually. The National Investment Strategy focuses on attracting capital into manufacturing, renewable energy,
transport and logistics, tourism, digital infrastructure, and healthcare. The Ministry of Investment of Saudi Arabia
(MISA) serves as the primary gateway for foreign investors, offering streamlined services, incentives, and

comprehensive support to facilitate market entry and operational establishment.
FOREIGN OWNERSHIP LAWS

Saudi Arabia has significantly liberalized its foreign ownership regulations to align with global best practices. The
landmark Investment Law of 2024, which entered into force in February 2025, replaced the historic, more restrictive

licensing process with a streamlined framework that enhances investor rights and predictability.

Under current regulations, 100 percent foreign ownership is permitted in most sectors, subject to obtaining the
appropriate MISA license. The government continually reviews and expands the list of sectors open to full foreign
ownership. For instance, recent decrees have permitted foreign ownership in the retail pharmacy sector and
expanded foreign ownership limits in publicly listed securities. While certain strategic sectors remain restricted or

require local partnerships, the overarching legislative trend is toward complete market openness.




VISAS FOR FOREIGN INVESTORS AND PROFESSIONALS

The Saudi government has revamped its visa framework to attract global talent and investment capital,

introducing several categories to facilitate business operations.

Investor Visa: The Investor Visa is designed for high-net-worth individuals and entrepreneurs. Applicants must invest
a minimum of SAR 7 million in a business holding a valid MISA license and create at least 10 full-time jobs. The visa
provides premium residency benefits, facilitating long-term stability for investors and their families. Applicants must

be at least 21 years old and provide proof of financial solvency.

Employment Visa (Work Visa): Foreign nationals seeking employment must be sponsored by a Saudi-registered
entity. The employer is responsible for initiating the work visa and subsequent residency permit (Igama) processes
through the Ministry of Human Resources and Social Development (HRSD). A new 5-year physical lgama was
introduced in Q1 2026 to provide greater stability for expatriate workers. The work permit must be issued within 90

days of the employee's arrival in the Kingdom.

Commercial Visit Visa: For short-term business activities, meetings, and negotiations, a Commercial Visit Visa is
available. This requires a MOFA-approved invitation letter from a recognized Saudi sponsoring entity. It is generally

processed efficiently to facilitate international business relations and allows multiple entries for up to five years.

SPECIAL ECONOMIC ZONES (SEZs) AND INCENTIVES

To further accelerate global investment, Saudi Arabia has established a network of Special Economic Zones (SEZs)

and comprehensive incentive programs offering significant tax and regulatory benefits.

Regional Headquarters (RHQ) Program Designed to attract multinational companies, the RHQ program offers a 30-
year exemption from corporate income tax and withholding tax on profit repatriation for qualifying regional

headquarters. It also provides expedited visa facilitation and flexible Saudization requirements.

Key Special Economic Zones Saudi Arabia operates five major SEZs, each tailored to specific industries:

1 Special Integrated Logistics Zone (SILZ): Located at King Salman International Airport in Riyadh, focusing on
logistics and light manufacturing. It offers 0 percent corporate income tax for 50 years, 100 percent foreign

ownership, and VAT exemptions.

2 King Abdullah Economic City (KAEC): Situated on the Red Sea coast, targeting automotive supply chains,
ICT, and consumer goods. It offers a reduced 5 percent corporate income tax for up to 20 years and 0 percent

customs duties on capital equipment.
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3 Ras Al-Khair SEZ: Located in the Eastern Province, focused on shipbuilding and maritime industries, offering
similar 5 percent CIT benefits.

4 Jazan Economic City (JEC): On the southwest coast, serving energy, petrochemicals, and heavy
manufacturing with extensive tax relief and customs exemptions.

5 Cloud Computing SEZ: A virtual zone based in Riyadh designed to attract global technology and data firms

with significant tax incentives.

In addition to SEZ benefits, the government offers project financing up to 75 percent through the Saudi Industrial
Development Fund (SIDF), 50 percent tax deductions for salaries paid to Saudi nationals, and comprehensive

customs duty exemptions on imported machinery and raw materials.




SETTING UP A BUSINESS

TYPES OF PARTNERSHIP

While corporate structures are more common for foreign investors, Saudi law recognizes several

partnership forms, each with distinct characteristics and liability implications.

General Partnership:

A General Partnership consists of two or more partners who are jointly and severally liable for the debts and
obligations of the partnership to the full extent of their personal assets. This structure is typically utilized by
professional service providers and smaller, closely-held businesses. Each partner has the authority to bind
the partnership in contracts and transactions. The partnership is dissolved upon the death or withdrawal of

any partner unless otherwise agreed.

Limited Partnership:

A Limited Partnership comprises at least one general partner, who bears unlimited liability, and one or more
limited partners, whose liability is restricted to their capital contribution. Limited partners are generally
prohibited from participating in the day-to-day management of the partnership. The general partner(s)
manage the partnership and assume full liability for its obligations. Limited partnerships are often used for
investment vehicles and joint ventures where investors wish to limit their exposure while contributing

capital.

Limited Liability Partnership (LLP):

An LLP combines elements of partnerships and corporations, offering limited liability to all partners while
maintaining partnership flexibility. Partners are not personally liable for the debts of the partnership or the
negligence of other partners (except for their own conduct). This structure is increasingly popular among

professional service firms and larger business ventures.

COMPANY CAPITAL

Capital requirements in Saudi Arabia vary significantly depending on the chosen business structure and the
specific activities outlined in the Ministry of Investment of Saudi Arabia (MISA) license. While the standard
Limited Liability Company (LLC) requires a minimum capital of SAR 500,000, Joint Stock Companies require
a substantially higher minimum of SAR 5,000,000. Furthermore, specific sectors—such as trading,
contracting, or financial services—may be subject to distinct, often higher, capital capitalization
requirements mandated by MISA or other regulatory bodies like the Saudi Central Bank (SAMA) or the
Capital Market Authority (CMA).
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Capital contributions must be made in Saudi Riyals and deposited in a designated bank account in the
company's name before the company is officially registered. The capital structure is a critical component of
the company's memorandum of association and must be clearly documented. For foreign investors, capital
can be transferred from abroad through official banking channels, subject to compliance with foreign

exchange regulations and SAMA guidelines.

TYPES OF COMPANIES

The Saudi Companies Law provides a robust framework for corporate entities, with the most relevant
structures for foreign investors being the Limited Liability Company and the Joint Stock Company.

Limited Liability Company (LLC)

The LLC is the most prevalent and flexible corporate vehicle for foreign investors in Saudi Arabia. It can be
formed by a single shareholder (including a single corporate entity) or multiple shareholders, with no upper
limit on the number of shareholders. The liability of the shareholders is limited to the value of their respective
shares in the company's capital. The governance structure is relatively straightforward, typically managed by
one or more managers appointed by the shareholders. An LLC must maintain an annual audit and adhere to
financial reporting standards set by SOCPA. LLCs are ideal for businesses seeking operational flexibility while

maintaining limited personal liability.
Joint Stock Company (JSC)

Joint Stock Company (JSC) A JSC is a corporate entity whose capital is divided into negotiable shares of equal
value. This structure is mandatory for certain activities, such as banking and insurance, and is the required
vehicle for companies intending to list on the Saudi Exchange (Tadawul). A JSC requires a minimum capital
of SAR 5,000,000 and is subject to more stringent corporate governance, disclosure, and regulatory oversight
compared to an LLC. JSCs must have a Board of Directors, an Audit Committee, and comply with
comprehensive governance requirements. This structure is appropriate for large enterprises, multinational

corporations, and companies planning public offerings.
Simplified Joint Stock Company (SJSC)

Introduced in recent updates to the Companies Law, the SISC offers a hybrid structure combining the
flexibility of an LLC with the capital-raising mechanisms of a JSC. It is designed to cater to startups, venture
capital investments, and small to medium-sized enterprises (SMEs), allowing for a more customized
governance framework and simpler procedures for issuing shares. An SJSC can have between 2 and 30
shareholders and provides a middle ground between the simplicity of an LLC and the complexity of a
traditional JSC.
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Branch Office:

Foreign companies may establish a branch office in Saudi Arabia. A branch is not considered a separate legal
entity from its parent company; therefore, the parent company assumes full liability for the branch's
activities and obligations in the Kingdom. Branch offices are generally restricted to executing specific
contracts or engaging in activities explicitly approved by MISA. While branches offer operational simplicity,
they do not provide liability protection and require the parent company to maintain compliance with all

Saudi regulations.

POST-REGISTRATION COMPLIANCE

After establishing the business, ongoing compliance obligations include annual financial statement
preparation and audit (if required), VAT filing and payment, corporate income tax or Zakat assessment and
payment, employee social insurance contributions, work permit renewals for foreign employees, and annual
Chamber of Commerce membership renewal. Failure to comply with these obligations can result in

penalties, fines, and potential business license suspension.
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LABOUR

EMPLOYMENT REGULATIONS

The employment relationship in Saudi Arabia is governed by the Saudi Labor Law, which is administered
and enforced by the Ministry of Human Resources and Social Development (HRSD). The law establishes
comprehensive rights and obligations for both employers and employees, covering aspects such as
contracts, working hours, leave entitlements, and end-of-service benefits. Significant amendments to the
Labor Law, approved by the Council of Ministers on August 6, 2024, and effective February 18, 2025,
represent the most substantial changes to the law since 2015, further modernizing employment practices

to align with Vision 2030 and international standards.

KEY LABOUR LAW AMENDMENTS (EFFECTIVE FEBRUARY 2025)

The 2025 amendments introduce several critical changes that employers must implement:

Employment Contracts and Probation:

The maximum probation period has been extended to 180 days, which can now be included directly in
the employment contract without requiring a separate extension agreement. Both parties are permitted
to terminate employment during the probation period. The law now formally defines "resignation" as a
written declaration by an employee expressing their desire to terminate a fixed-term employment

contract without coercion, clarifying previous interpretive uncertainties.

Resignation and Termination Procedures:

If an employer does not respond to a resignation notice within 30 days, it is considered accepted.
Employers can delay acceptance for up to 60 days if business interests necessitate it. Employees can
withdraw their resignation within 7 days, provided it has not yet been accepted. The notice period for
terminating an indefinite contract is 30 days if given by the employee and 60 days if given by the employer.
Additionally, a labour contract can now be terminated if a company is declared bankrupt by the competent

court.

Maternity and Parental Leave:

Maternity leave has been extended to 12 weeks on full pay (previously 10 weeks), with six weeks to be

taken immediately following the birth and the remaining six weeks at the female employee's discretion,
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up to four weeks prior to the expected date of delivery. Male employees are now entitled to three days

paid parental leave, to be taken within seven days of the baby's delivery.

Bereavement Leave:
All employees can now take three days paid leave for the death of a sibling, in addition to existing

bereavement leave provisions.

Housing and Transport Allowances:

Employers must now provide adequate housing and appropriate transportation from employees'

residences to the workplace, or provide equivalent cash allowances as part of the employment package.

Equal Treatment and Non-Discrimination:

The Labor Law now explicitly mandates that employers must provide equal treatment to all employees
without discrimination based on race, colour, gender, age, disability, social status, or any other form of
discrimination. This requirement does not affect Saudization obligations but guarantees equal access to

professional opportunities and benefits.

Training Requirements:

Employers must now establish training and qualification policies for Saudi national employees. The
obligation applies to all employers (not just those with 50+ employees) to qualify or train their Saudi

employees at rates to be determined by ministerial decision.
WORKING HOURS AND LEAVE

The standard working hours are eight hours per day and 48 hours per week. During the holy month of
Ramadan, working hours for Muslim employees are reduced to a maximum of six hours per day or 36
hours per week. Work exceeding the standard hours must be compensated at overtime rates (typically
150 percent of the standard hourly wage). Subject to employer consent, employers can now offer
compensatory leave as an alternative to overtime pay. Employees are entitled to a minimum of 21 days

of paid annual leave, which increases to 30 days after five consecutive years of service.
END-OF-SERVICE BENEFITS

Upon termination of the employment contract, employers are mandated to pay an end-of-service award.
This is calculated based on the employee's final wage: a half-month's wage for each of the first five years
of service, and a full month's wage for each subsequent year. The HRSD provides an online calculator to

assist employers in determining accurate end-of-service benefit amounts.
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SAUDIZATION (NITAQAT) PROGRAM

A critical component of the Saudi labour market is the "Nitagat" program, a nationalization initiative
designed to increase the employment of Saudi nationals in the private sector. The program categorizes
companies into color-coded tiers (Platinum, Green, Yellow, Red) based on their ratio of Saudi to expatriate
employees. A company's tier directly impacts its ability to obtain and renew work visas for foreign
nationals. Compliance with Saudization quotas is mandatory and rigorously monitored by the HRSD.
Effective July 23, 2025, all private sector establishments with five or more employees in designated

professions are required to achieve a Saudization rate of 30 percent.

WORK PERMITS AND EMPLOYMENT VISAS

The employment of foreign nationals is strictly regulated through a sponsorship system. A foreign worker
must be sponsored by a Saudi-registered corporate entity, which assumes responsibility for the
employee's legal status in the Kingdom.

The employer must secure a work permit and a residency permit (Igama) for the employee. Work permits
are now issued or renewed based on five core criteria: educational background, work experience,
professional skills, wage level, and age. The work permit must be issued within 90 days of the employee's
arrival in the Kingdom. A new 5-year physical Igama was introduced in Q1 2026 to provide greater stability

and facilitate long-term employment arrangements.

Employers are responsible for all fees associated with the issuance and renewal of work permits and
Igamas, as well as the expatriate levy—a monthly fee applied to foreign workers and their dependents,
intended to incentivize the hiring of Saudi nationals.

PENALTIES FOR NON-COMPLIANCE

The 2025 amendments introduce enhanced penalties for labour law violations. Non-compliance with
manpower supply licensing requirements now carries penalties ranging from SAR 200,000 to SAR 500,000.
The HRSD has expanded its authority to impose penalties for violations of Saudization requirements and
other conditions contained in the Executive Regulations, with the ability to prevent work permit renewal

for non-compliant employers.



TAXATION

The taxation landscape in Saudi Arabia is overseen by the Zakat, Tax and Customs Authority (ZATCA). The
system is characterized by a distinction between the taxation of Saudi/GCC nationals and foreign entities.

INCOME TAX LAW

Corporate Income Tax (CIT) is levied on the net adjusted profits of non-Saudi/non-GCC foreign investors
conducting business in the Kingdom through a permanent establishment. The standard CIT rate is 20
percent. However, specific sectors, such as oil and hydrocarbon production, are subject to significantly
higher tax rates, ranging from 50 to 85 percent. Certain sectors and investment structures benefit from
preferential rates or exemptions as outlined below.

ZAKAT

Zakat is an Islamic assessment akin to a wealth tax, levied on Saudi and GCC nationals, as well as companies
wholly owned by them. For joint ventures comprising both Saudi/GCC and foreign partners, the company
is subject to Zakat on the Saudi/GCC share of the capital and CIT on the foreign partner's share. Zakat is
generally assessed at a rate of 2.5 percent on the Zakat base, which roughly equates to the company's net
worth or capital employed.

WITHHOLDING TAX (WHT)

Payments made by a resident entity or a permanent establishment to a non-resident entity for services
performed are subject to Withholding Tax. The rates vary between 5 percent and 20 percent depending
on the nature of the service. For example, technical and consulting services are taxed at 5 percent, while
royalties are taxed at 15 percent.

VALUE ADDED TAX (VAT)

Saudi Arabia implemented Value Added Tax (VAT) in 2018. Effective July 1, 2020, the standard VAT rate was
increased to 15 percent, applicable to most goods and services supplied within the Kingdom. Certain
supplies, such as specific financial services and residential real estate transactions, are exempt, while
others, like international transport and exports, are zero-rated. Registration for VAT is mandatory for
businesses whose annual taxable supplies exceed SAR 375,000. ZATCA has mandated a comprehensive e-
invoicing system (Fatora) to enhance compliance and transparency.

CUSTOMS LAW
Saudi Arabia applies the Common Customs Law of the Gulf Cooperation Council (GCC). The general
customs duty rate is 5 percent on the CIF (Cost, Insurance, and Freight) value of most imported goods.

However, protective tariffs ranging from 10 to 20 percent may be applied to goods that compete with
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locally manufactured products. Certain items, such as tobacco and energy drinks, are subject to a 100

percent excise tax, while carbonated drinks face a 50 percent excise tax.

TAXINCENTIVES FOR SPECIAL ECONOMIC ZONES

Companies operating within Saudi Arabia's Special Economic Zones benefit from substantial tax incentives.
The Special Integrated Logistics Zone (SILZ) offers O percent corporate income tax for 50 years. Other SEZs
(KAEC, Ras Al-Khair, JEC, Cloud Computing Zone) offer 5 percent CIT for up to 20 years. All SEZs provide 0
percent withholding tax on profit repatriation, 0 percent customs duties on capital equipment and inputs,

VAT relief on intra-zone activities, and expatriate levy exemptions.

REGIONAL HEADQUARTERS (RHQ) PROGRAM TAX BENEFITS

Multinational companies establishing regional headquarters in Saudi Arabia under the RHQ Program
benefit from a 30-year exemption from corporate income tax and withholding tax on profit repatriation.
This program also includes expedited visa facilitation and flexible Saudization requirements, making it an
attractive option for global companies seeking to establish a regional presence.

ADDITIONAL TAX INCENTIVES

The Saudi government offers several additional tax incentives to support business development. These
include 50 percent tax deductions for salaries paid to Saudi nationals and 50 percent tax deductions for
training expenditure on Saudis. Manufacturing and industrial projects can benefit from subsidies covering
up to 35 percent of initial investment (capped at SAR 50 million). Project financing is available up to 75
percent of capital cost through the Saudi Industrial Development Fund (SIDF), with strategic projects
eligible for loans up to SAR 1 billion.

TRANSFER PRICING AND COUNTRY-BY-COUNTRY REPORTING

Transfer pricing is defined as the pricing of transactions between related persons or persons under
common control ("Controlled Transactions"). The importance of Transfer Pricing Bylaws lies in the
necessity to implement and enforce the Arm's Length Principle on transactions between related persons
or persons under common control as if they were conducted between independent persons.

The arm's length principle must be the basis for pricing all transactions between related persons or
persons under common control. According to the Transfer Pricing Bylaws issued by ZATCA, the Arm's
Length Principle is defined as: "where conditions are made or imposed between two or more related
persons in their commercial or financial relations which differ from those which would be made between
unrelated persons, then any profits which would, but for those conditions, have accrued to one of such
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Related Persons, but, by reason of those conditions, have not so accrued, may be included in the profits
of that person and taxed accordingly."

TRANSFER PRICING DOCUMENTATION REQUIREMENTS

Entities engaged in material related party transactions must prepare and maintain comprehensive transfer
pricing documentation to substantiate that the pricing of such transactions complies with the arm's length
principle.

Disclosure Form of Controlled Transactions:

All entities in Saudi Arabia that have engaged in controlled transactions during the fiscal year must file a
Transfer Pricing Disclosure Form as an attachment to the annual corporate income tax return. This form
must include a confirmation statement indicating whether Master and Local files are maintained at the
time of filing. An affidavit from a licensed accountant in Saudi Arabia certifying consistent application of
the transfer pricing policy must accompany the disclosure form.

Local File:

Entities engaged in material related party transactions must prepare a local file containing a description
of controlled transactions, functional analysis of parties involved (functions performed, assets employed,
risks assumed), economic analysis and comparability study, transfer pricing methodology applied, and
benchmarking study supporting the pricing.

Master File:

Multinational groups engaged in material related party transactions with Saudi-domiciled related parties
must prepare a master file containing description of group structure and business operations, description
of group's intangible assets, description of intercompany financing arrangements, description of group
transfer pricing policies, and financial and tax positions of the group.

Filing Deadlines:

e Transfer Pricing Disclosure Form and Affidavit: Due with the tax return (120 days after year-end)
e Local File and Master File: Must be prepared contemporaneously with the tax return and
maintained for submission within 30 days of ZATCA's request

TRANSFER PRICING METHODS
Saudi Arabia recognizes five transfer pricing methods aligned with OECD Transfer Pricing Guidelines:

Comparable Uncontrolled Price (CUP) Method compares the price charged in the controlled transaction
with the price charged in comparable uncontrolled transactions. This is the most direct and preferred
method when reliable comparable data is available.
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Resale Price Method is appropriate for transactions involving the purchase and resale of tangible goods.
It begins with the price at which a product is resold to an independent party and works backward by
deducting an appropriate gross margin.

Cost Plus Method is suitable for transactions involving the provision of services or the manufacture of
goods. It begins with the costs incurred by the supplier and adds an appropriate markup to determine the
arm's length price.

Transactional Net Margin Method (TNMM) examines the net profit margin (as a percentage of costs,
sales, or assets) earned by a related party in a controlled transaction compared to uncontrolled
transactions.

Profit Split Method allocates the combined profit or loss from a controlled transaction among related
parties based on their respective contributions. This method is particularly useful for highly integrated
transactions or where unique intangibles are involved.

COUNTRY-BY-COUNTRY REPORTING (CBCR)

Multinational Enterprise (MNE) groups with consolidated annual revenues exceeding SAR 3.2 billion are
required to prepare and file Country-by-Country Reports (CbCR) with ZATCA. The CbCR requirement
applies to the Ultimate Parent Entity (UPE) if headquartered in Saudi Arabia and to Saudi constituent
entities of foreign-parented groups.

CbCR Filing Requirements:

The CbCR must contain aggregate data on the global allocation of income, taxes paid, and other indicators
of economic activity by jurisdiction, including revenue generated in each jurisdiction, profit or loss before
income tax, income tax paid and accrued, tangible assets, number of employees, and description of main
business activities.

Filing Deadlines:

e Country-by-Country Report: Must be filed within 12 months following the end of the financial year
e CbC Notification: Must be submitted with the tax return (120 days after year-end) and also on the
online AEOI portal of ZATCA

Saudi Arabia participates in the automatic exchange of Country-by-Country Reports with other
jurisdictions as part of the OECD's Base Erosion and Profit Shifting (BEPS) Initiative.

PENALTIES FOR NON-COMPLIANCE

Failure to comply with transfer pricing requirements can result in significant penalties. Documentation
penalties apply for failure to prepare and maintain required transfer pricing documentation or for failure
to file the Transfer Pricing Disclosure Form. Understatement penalties may apply if ZATCA makes a transfer
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pricing adjustment and the entity's original position was not supported by adequate documentation. Late
filing penalties may apply for late submission of the Transfer Pricing Disclosure Form or CbC Notification.
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ACCOUNTING AND REPORTING

FINANCIAL REPORTING FRAMEWORK

The Saudi Organization for Chartered and Professional Accountants (SOCPA) is the regulatory body
responsible for accounting and auditing standards in the Kingdom. Saudi Arabia has fully transitioned to
international standards to enhance the transparency, comparability, and quality of financial reporting.

IFRS Adoption:

All publicly accountable entities, including companies listed on the Saudi Exchange (Tadawul), banks, and
insurance companies, are required to prepare their financial statements in accordance with International
Financial Reporting Standards (IFRS) as endorsed by SOCPA.

For unlisted entities and small to medium-sized enterprises (SMEs), SOCPA requires the application of the
"IFRS for SMEs" standard. Recently, SOCPA adopted IFRS 19 to simplify financial statement preparation

mechanisms and reduce compliance costs for non-publicly accountable subsidiaries.

AUDITING REQUIREMENTS

Statutory audits are a fundamental requirement for maintaining corporate transparency and regulatory
compliance in Saudi Arabia.

Mandatory Audits:

All Limited Liability Companies (LLCs) and Joint Stock Companies (JSCs) are legally required to have their
annual financial statements audited by an independent auditor licensed and registered with SOCPA. The
audited financial statements must be approved by the shareholders at the Annual General Assembly and
subsequently filed with the Ministry of Commerce and ZATCA.

Exemptions:

Recent regulatory updates have introduced exemptions for certain microenterprises and small companies
from mandatory statutory audits, provided they meet specific criteria regarding annual revenue, total
assets, and employee headcount. However, these entities must still maintain accurate financial records

and may be subject to audit requests by ZATCA for tax assessment purposes.
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DISCLOSURE AND FILING

Companies are required to maintain their accounting records in Arabic and keep them within the Kingdom
for a minimum of ten years. The financial year typically aligns with the Gregorian calendar year, ending on
December 31. Annual financial statements must generally be published and filed within 90 days following
the end of the financial year. For listed companies, the Capital Market Authority (CMA) enforces stringent
periodic reporting and continuous disclosure obligations to protect investors and maintain market
integrity.

GENERAL ORGANIZATION FOR SOCIAL INSURANCE (GOSI)

All private sector employers are required to register with the General Organization for Social Insurance
(GOSI) and contribute to the social insurance system. Employer contributions are calculated as a
percentage of employee salaries. GOSI provides coverage for employees in case of occupational injuries,
disability, and end-of-service benefits.

| 20




UHY IN SAUDI ARABIA



7UHY

Connect to possibility

UHY Al Mousa Certified Public Accountants and Consultants

CONTACT DETAILS CONTACTS

UHY Al Mousa Certified Public Liaison contact: Waseem Sager
Accountants and Consultants Position: Senior Director

Office 473 & 474 Email: w.sager@uhy-sa.com
7th Floor

Fourth Tower

Al Mousa Complex
Olaya Street

Riyadh

Tel: +966 11 461 0784
Email: info@uhy-sa.com

PCAOB revistered? No
Number of partners: 4
Total staff: 58

SPECIALIST SERVICE AREAS

1. Zakat Consulting: For individuals and businesses that follow Islamic principles, Zakat is a significant aspect of
their financial responsibilities. Zakat consultants assist in calculating the appropriate amount of Zakat based on an
individual's wealth and assets, ensuring compliance with religious obligations.

PRINCIPAL OPERATING SECTORS
Manufacturing

Trading and Commercial

Construction

Hospitality

Services, Insurance, Investments

LANGUAGES
Arabic
English

OTHER COUNTRIES IN UHY CURRENTLY WORKING WITH, OR HAVE WORKED WITH IN THE PAST
Our firm provides services in KSA market (Riyadh, Khobar, Jeddah)

Our clients are located in many countries, in addition to Saudi Arabia:

(Jordan / Kuwait / Egypt / UAE / Qatar / France)
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Connect to possibility

Let us help you achieve further business success

UHY Al Mousa Certified Public Accountants and Consultants is an independent
member of Urbach Hacker Young International Limited ("UHY International"), a
UK company, and forms part of the UHY International network of legally
independent accounting and consulting firms.

Any engagement you have is with UHY Al Mousa Certified Public Accountants and
Consultants and any services are provided by UHY Al Mousa Certified Public
Accountants and Consultants and not by UHY International or any other member
firm of UHY International. "UHY" is the brand name under which members of UHY
International provide their services: all rights to the UHY name and logo belong
to UHY International, and the use of the UHY name and logo does not constitute
any endorsement, representation or implied or express warranty by UHY
International.

UHY International has no liability whatsoever for services provided by UHY Al
Mousa Certified Public Accountants and Consultants, nor any other members and
UHY Al Mousa Certified Public Accountants and Consultants has no liability
whatsoever for services provided by other member firms of UHY International.

© 2026 UHY International

www.uhy.com
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