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Establishing a Company in Saudi Arabia: What Should Investors Know Before
Starting Their Business?

1. Why Has Saudi Arabia Become a Major Investment Destination?
Over the past several years, the Kingdom of Saudi Arabia has undergone significant
economic and regulatory transformation, making it one of the region's leading
investment destinations. Entering the Saudi market is no longer limited to companies
seeking to benefit from the size of the domestic market. Saudi Arabia has increasingly
become a regional hub for a wide range of commercial and investment activities and a
strategic base for companies seeking to expand across the Middle East and North
Africa.
This transformation is closely linked to the objectives of Saudi Vision 2030, which has
contributed to reshaping the Kingdom’'s economic and investment environment by
supporting economic diversification, encouraging private investment, developing non-
oil sectors, attracting foreign investment, and strengthening the role of the private
sector, startups, and innovative enterprises.
The Kingdom also offers a number of factors that make it an attractive market for
investors, including the size and purchasing power of its market, its strategic
geographic location, developed infrastructure, expanding opportunities across multiple
sectors, and continuous developments in its regulatory framework and digital
government services.
Nevertheless, establishing a company in Saudi Arabia should not be viewed merely as
a procedure for registering a legal entity. Selecting the appropriate legal form,
determining the nature of the business activity, verifying licensing requirements,

structuring ownership, and understanding regulatory obligations from the outset are
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all factors that directly affect a company's ability to operate, remain compliant, and
expand in the future.
Accordingly, investors planning to enter the Saudi market should view incorporation as

part of a broader Market Entry Strategy, rather than as an isolated administrative step.

2. Investment Sectors and Business Activities in Saudi Arabia

The Kingdom's investment environment is characterized by significant diversity in the
sectors and business activities available to investors, with regulatory requirements and
licensing obligations varying according to the nature of the activity and the authority
responsible for regulating it.

Key areas presenting investment opportunities in the Kingdom include industrial and
manufacturing activities, technology and telecommunications, digital services,
healthcare, education, tourism and entertainment, real estate, professional services,
transportation and logistics, energy, mining, agriculture, financial services, and other
sectors that continue to experience significant development.

A distinction must be made between the business activity and the license required to
conduct that activity. The fact that an investor is legally permitted to establish a
company in Saudi Arabia does not necessarily mean that the company may commence
any business activity immediately after incorporation. Certain activities may require
additional approvals or licenses from the relevant regulatory authorities.

For example, companies operating in sectors such as healthcare, education, insurance,
financial services, transportation, mining, or media may be subject to specific sectoral
requirements before commencing operations, in addition to the general requirements

associated with establishing the legal entity.
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The relationship between business activities and licensing requirements can be

summarized as follows:

Element Meaning
Economic Activity The nature of the business that the company intends to conduct.

The activity recorded in the company's official records and with

Registered Activity
the relevant government authorities.

(N LR R WA The requirement relating to the eligibility of a foreign investor to
Investment conduct investment activities in Saudi Arabia, depending on the
Registration investor's status and the nature of the activity.

Approval from the relevant regulatory authority where the

Sector-Specific License

activity is subject to specific sectoral regulation.
Licenses and approvals required to actually commence
Operational Licenses operations, depending on the nature and location of the

business.

From a practical perspective, accurately identifying the business activity at an early
stage is one of the most important decisions an investor should make before
establishing the company. Selecting an inappropriate activity or overlooking a required
license may result in the need to amend the company's records or obtain additional
approvals after incorporation.

Therefore, assessing the proposed activity involves more than simply asking, "What
business does the company want to conduct?” It also requires consideration of
questions such as: Is the activity permitted for foreign investors? Does it require a
specific registration or license? Are there ownership or capital requirements? Is

approval from a particular regulatory authority required?
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This is where the importance of conducting a Legal & Regulatory Assessment before
commencing incorporation procedures becomes particularly clear, especially for foreign
investors and companies seeking to transfer an existing business model to the Saudi
market.

3. The Legal Framework for Investment and Company Formation in Saudi Arabia
Investment and company formation in the Kingdom of Saudi Arabia are governed by an
integrated framework of laws and regulations, and the process of establishing a
company cannot be understood independently from this broader regulatory
framework. Market entry begins with determining the investor's eligibility and the
nature of the proposed activity, followed by selecting the appropriate legal entity,
completing the incorporation and registration requirements, and obtaining the licenses
required to conduct the business.

The key legal frameworks include the Investment Law and the Companies Law, in
addition to the laws and regulations governing commercial registration, trade names,
employment, taxation and Zakat, as well as sector-specific regulations applicable to
particular activities.

For foreign investors, the investment framework establishes the rules governing
investment activities in the Kingdom, including investment registration requirements,
activities subject to specific regulation, and any restrictions or conditions applicable to
certain sectors. At the same time, the Companies Law governs the legal structure of
the entity to be established, including the available types of companies, their
management, capital structure, the liability of partners or shareholders, and decision-
making mechanisms.

It is important, therefore, to distinguish between the right to invest and the right to

conduct a specific business activity. An investor may be eligible to establish an entity
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in Saudi Arabia while the specific activity it intends to conduct remains subject to
additional requirements, approvals, or licenses.

Furthermore, company incorporation does not represent the final stage of regulatory
compliance. Rather, it marks the beginning of an ongoing relationship with various
government and regulatory authorities. Following incorporation, a company may
become subject to obligations relating to Zakat and taxation, social insurance, human
resources, Saudization, the National Address, sector-specific licenses, financial
statements, and other requirements depending on the company's legal structure and
business activity.

The general regulatory framework that investors should consider before entering the

Saudi market can be summarized as follows:

General Regulatory

Impact on the Investor
Framework

Foreign Investment Law and Determines investor eligibility and

Investment related regulations investment registration requirements
Determines the appropriate legal form and
Company
Companies Law regulates ownership, management, and
Formation
liability

Enables the entity to be officially

Commercial Regulations governing

registered and conduct business in

Registration Commercial Registration

accordance with its registered information

Trade Name Trade Names Law and Governs the selection and reservation of

related regulations the company's trade name

SN ELIELGE  Labor Law and related  Regulates the company's relationship with
Workforce regulations employees and its employment-related

obligations
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General Regulatory
Impact on the Investor
Framework

Determines registration, compliance, and

Zakat and Applicable Zakat and tax

filing obligations according to the
Taxation laws and regulations

company's circumstances

Requires the company to obtain

Regulated Sector-specific laws and
specialized licenses and approvals where
Sectors regulations
applicable
Relevant governmental Requires the company to maintain valid
Ongoing
and regulatory registrations, licenses, and ongoing
Compliance
requirements regulatory compliance

Accordingly, establishing a company in Saudi Arabia should be based on an integrated
legal and regulatory roadmap that begins with identifying the investor and the
proposed activity, proceeds through the selection of the appropriate legal structure and
completion of registration and licensing requirements, and continues with the
company's ongoing post-incorporation obligations.

This approach enables investors to make informed decisions at the outset and reduces
the risk of having to restructure the company, amend its registered activities, or obtain
additional licenses that could have been anticipated and addressed during the initial

market-entry planning stage.

4. Who Can Invest and Establish a Company in Saudi Arabia?
Saudi Arabia offers broad investment opportunities to a diverse range of investors, and
access to the Saudi market is not limited to large multinational corporations. The

applicable legal and regulatory pathway varies depending on the investor's nationality,
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the nature of the proposed activity, the ownership structure, and the type of legal entity
the investor intends to establish.
In general, investors seeking to establish an entity or conduct business in the Kingdom
can be categorized into the following main groups:

Investor
Investment Eligibility Key Consideration
Category
May establish and operate businesses in
SEUTJRLIVS G Permitted accordance with the Companies Law and other
applicable regulations
Subject to the regulatory framework applicable
GCC Investor Permitted to GCC nationals and entities, depending on the

activity and legal form

) Permitted subject to Must verify the eligibility of the proposed activity
S applicable laws and and satisfy investment registration and licensing
Investor
regulations requirements

May enter the Saudi market by establishing a

Foreign

Permitted Saudi company or establishing a branch,
Company
depending on its objectives and business activity

Premium May benefit from the legal frameworks available
Permitted subject to

Residency for establishing and conducting business
applicable regulations

Holder activities in the Kingdom

However, the general ability to invest does not mean that all activities are available to
every investor under the same conditions. Certain activities may be subject to foreign
ownership restrictions, minimum capital requirements, Saudi partner requirements, or

prior approvals from the relevant regulatory authority.
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For this reason, determining the investor's eligibility should be considered one of the
initial steps in any Saudi market-entry strategy. The investor's status must be assessed
alongside the proposed business activity before determining the appropriate

incorporation and licensing pathway.

5. What Are the Legal Forms of Companies in Saudi Arabia?

The Saudi legal framework provides several legal forms through which businesses may
operate. The appropriate structure depends on factors including the number of
partners or shareholders, the nature of the business activity, the size of the investment,
the desired level of liability protection, the ownership structure, and the company's
future growth plans.

The principal legal forms that may be suitable for investors include the following:
Limited Liability Company (LLC)

The Limited Liability Company (LLC) is one of the most commonly used legal forms for
commercial ventures and investments, particularly for small and medium-sized
enterprises and businesses seeking to operate through a legal entity that is separate
from the personal assets of its partners.

An LLC has a separate legal personality and financial liability from its partners, and may
be established by one or more partners in accordance with the applicable legal
requirements.

One-Person Limited Liability Company (One-Person LLC)

A One-Person LLC is a practical option for an individual investor seeking to establish an
independent legal entity without the need for additional partners. It may be particularly
suitable for certain wholly owned investments, subject to the requirements applicable

to the proposed business activity and relevant licensing framewaork.
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Joint Stock Company (JSC)

A Joint Stock Company (JSC) is generally suitable for larger-scale projects and
investment structures requiring a more sophisticated framework for capital,
ownership, and corporate governance. It may be appropriate for businesses planning
significant expansion or seeking to attract substantial investment.

Simplified Joint Stock Company (SJSC)

The Simplified Joint Stock Company (SJSC) offers greater flexibility in structuring the
company's governance and management arrangements. It may therefore be suitable
for certain startups and growing businesses that require a flexible structure capable of
evolving with the company's development and investment needs.

General Partnership

A General Partnership is established by two or more partners, who bear liability for the
company's obligations in accordance with the applicable legal framework governing
this type of entity. Accordingly, selecting this structure requires careful consideration
of the relationship between the partners and the level of liability they are willing to
assume.

Limited Partnership

A Limited Partnership generally consists of two categories of partners: general
partners and limited partners. The scope of liability and legal rights of each partner
differs according to their respective legal status within the partnership.

Professional Company

A Professional Company is used to conduct regulated professional activities in
accordance with the requirements governing the relevant profession and the
competent regulatory authorities. Its structure and requirements may vary depending

on the nature of the professional activity involved.
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Branch of a Foreign Company

A Branch of a Foreign Company represents an extension of the foreign parent company
and does not constitute a separate legal entity in the same manner as an independently
incorporated Saudi company. A branch may therefore be suitable for a foreign company
seeking to conduct business in Saudi Arabia as an extension of its existing foreign
entity.

From a practical perspective, the choice between establishing a Saudi company and
opening a branch of a foreign company is one of the most important decisions to be
made at an early stage of the market-entry process. The choice may affect the legal
personality of the business, financial liability, ownership structure, management
arrangements, and certain regulatory and licensing requirements.

The decision should therefore be made based on the investor's long-term commercial
objectives rather than solely on the speed or simplicity of the incorporation process.
6. Licenses Required to Conduct Business in Saudi Arabia

Obtaining a commercial registration does not necessarily mean that a company may
immediately begin operating in every field. The licenses and approvals required depend
primarily on the nature of the business activity, the ownership structure, and the
regulatory framework governing the relevant sector.

For foreign investors, the applicable investment registration is an important part of the
market-entry process. However, certain activities may also require additional sector-
specific approvals or operational licenses before the business can commence its
activities.

Depending on the proposed business model, the applicable licensing framework may

include:
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Consultations

Licensing

Category

Service

Activities

Industrial

Activities

Commercial

Activities

Professional

Activities

Entrepreneurial

Activities

Sector-Specific

Licenses

Real Estate

Activities

General Scope

Covers a broad range of service-based activities, including consulting,
contracting, tourism, training, healthcare, education, advertising,
logistics, catering, and other services, subject to the requirements
applicable to each specific activity.

Covers manufacturing and industrial activities, including light, heavy,
and transformational industries, and may involve additional
requirements relating to the project, location, facilities, and industrial
operations.

Covers wholesale, retail, and other trading activities, subject to
applicable foreign ownership, capital, and regulatory requirements.
Covers regulated professional services, including certain legal,
accounting, engineering, consulting, and other professional activities,
and may require compliance with specific professional licensing,
qualification, and ownership requirements.

May be available to qualifying entrepreneurs and innovative,
technology-based, or scalable startups, subject to applicable eligibility
conditions and support from approved incubators, accelerators,
universities, or other recognized entities, where required.

Required for activities subject to specialized regulation, including
healthcare, education, financial services, insurance, transportation,
mining, media, publishing, telecommunications, and other regulated
sectors.

Covers certain real estate investment and development activities and
may be subject to specific regulatory, ownership, project-value, location,

and development requirements.
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Licensing

General Scope

Category

Available to qualifying multinational companies seeking to establish a
Regional regional headquarters in Saudi Arabia to provide management,

GEEG[TETG Il strategic, and support functions to their operations in the region, subject

to the applicable regulatory framework and eligibility requirements.

May be available in specific circumstances, including the

Temporaryor (8 . . .
implementation of a particular government or semi-government

Special-Purpose

contract or other limited-purpose activities, subject to the applicable
Licenses
conditions and duration of the relevant license.

The licensing assessment should therefore be conducted before incorporation rather
than after the company has been established. The investor should first identify the
exact activities it intends to conduct, determine whether those activities are open to
the proposed ownership structure, and identify all investment, sectoral, and
operational approvals that may be required.
A well-planned market-entry structure should answer three fundamental questions:
1. Can the investor legally conduct the proposed activity in Saudi Arabia?
2. What legal entity or investment structure is most appropriate?
3. What registrations, licenses, and regulatory approvals are required before
operations can begin?
Addressing these questions at the outset helps ensure that the company's legal
structure and licensing framework are aligned with its actual business model and long-

term objectives.
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7. Investment Registration Certificate for Foreign Investors

For foreign investors, establishing a legal entity in Saudi Arabia is closely connected to
the regulatory framework governing foreign investment. The process generally begins
by determining whether the investor is eligible to conduct the proposed activity and
satisfying the applicable regulatory requirements, followed by obtaining the
Investment Registration Certificate (IRC) from the Ministry of Investment, depending
on the nature of the activity and proposed structure.

Saudi Arabia's investment regulatory framework has undergone significant
development, including the transition from the traditional concept of an investment
license toward the newer investment registration framework. In practice, however, the
term "MISA License™ continues to be commonly used to describe the relevant Ministry
of Investment process.

Investment registration enables a foreign investor to conduct business in accordance
with the applicable laws and regulatory requirements governing the relevant activity
and legal entity.

It is important to note that obtaining investment registration does not automatically
authorize the investor to conduct every possible business activity. Certain activities
may require additional licenses or approvals from the relevant regulatory authorities.
The distinction between establishing a Saudi company and registering a branch of a
foreign company should also be carefully considered. A Saudi company has a separate
legal personality and independent financial liability, while a foreign company branch
operates as an extension of its foreign parent company and does not have a separate
legal personality from it in the same manner as an independently incorporated Saudi

company.
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8. Incorporation Is Not the End of the Process: Post-Incorporation Obligations

Some investors assume that obtaining a Commercial Registration and completing
incorporation marks the end of the market-entry process. In practice, it marks the
beginning of a new phase of legal, regulatory, and operational obligations.

After incorporation, the company may need to complete various registrations and
activate its governmental files relating to taxation, Zakat, social insurance, human
resources, the national address, the Chamber of Commerce, and other authorities
depending on its business activity and workforce.

The company must also maintain ongoing compliance throughout its operations. This
may include updating corporate information, shareholders, and managers following
any relevant changes; complying with accounting, tax, and Zakat obligations;
submitting required returns; satisfying Saudization requirements; and renewing
licenses and registrations before their expiry.

The company lifecycle can therefore be viewed as three interconnected stages:

Stage Main Objective

Identify the business activity, select the appropriate legal

Pre-Incorporation _ _
structure, and assess investment and regulatory requirements.

Establish the legal entity, obtain the Commercial Registration, and
Incorporation
complete the necessary licenses and approvals.

Activate the company's governmental registrations, commence

Post-Incorporation

operations, and maintain ongoing legal and regulatory compliance.

Accordingly, the success of an incorporation process should not be measured solely by
how quickly corporate documents are issued. It should also be measured by the
company's ability to commence operations correctly, maintain legal and regulatory

compliance, and establish a sustainable foundation for future growth.
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9. Why Do You Need a Legal Advisor Specialized in Company Incorporation in Saudi
Arabia?
Establishing a company in Saudi Arabia is not merely an administrative process for
obtaining a Commercial Registration. It is a legal and commercial decision that can
affect the investment structure, ownership, liability, ability to conduct business, and
future expansion of the company.
Engaging a legal advisor specialized in company incorporation and foreign investment
can therefore help investors make informed decisions before entering the market,
rather than addressing legal and regulatory problems after they arise.
Common mistakes investors may make when entering the Saudi market include:
o Selecting a legal structure without considering the nature of the business
activity and investment structure.
« Beginning incorporation procedures before verifying activity-specific licensing
requirements.
o Assuming that a Commercial Registration alone is sufficient to conduct the
business.
» Failing to verify foreign ownership requirements or restrictions applicable to the
proposed activity.
« Failing to distinguish between establishing a Saudi company and registering a
foreign company branch.
o Focusing on incorporation while overlooking post-incorporation compliance
obligations.
o Failing to establish a clear tax, accounting, and employment compliance
framework from the beginning.

« Delaying the renewal of licenses or governmental registrations.
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 Failing to update company, shareholder, or management information following
material changes.

This is where a specialized legal advisor adds value by approaching incorporation not
as an isolated administrative procedure, but as part of an integrated legal and
commercial framewaork.
A specialized advisor can assist the investor in evaluating the appropriate structure,
identifying regulatory requirements, reviewing activity-specific restrictions and
conditions, coordinating incorporation and licensing procedures, and establishing a
sound legal foundation for the post-incorporation phase.
For foreign investors, this role becomes even more important due to the interaction
between investment regulations, company incorporation requirements, sector-specific
licensing, and ongoing compliance obligations. Proper legal planning before
incorporation can save time and costs while reducing the risk of restructuring the
company or correcting regulatory issues after operations have already commenced.
At International Consultations Group (ICG), we provide integrated legal and advisory
support to investors, entrepreneurs, and companies seeking to enter the Saudi market.
Our services cover the process from assessing the appropriate legal structure and
regulatory requirements, through company incorporation, foreign investment, and
relevant licensing procedures, to post-incorporation services and ongoing legal
compliance.
We believe that successful incorporation is not simply about issuing corporate
documents. It begins with choosing the right structure, understanding the applicable
legal requirements, and building a sound legal foundation that supports business

growth and long-term sustainability.
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Our principle is simple:
"More than legal advisors, we are strategic partners committed to the success of

your business."

Contact Us

If you require legal advice or specialized support in company incorporation, foreign
investment, and entering the Saudi market, the team at International Consultations
Group (ICG) would be pleased to assist you in identifying and implementing the most
appropriate legal pathway for your business.

International Consultations Group (ICG)

Email: Secretariat@icg-online.com

Phone: +20 103 643 7035

Website: https://icg-online.com
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