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Economic Substance Requirements
Regulation of Special Economic Zones



Chapter One: General Provisions

Article One (1): Definitions
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Wherever contained herein, the followi . ~
FEVET CoMamEeanerein, e foTowing 0im 16 (g Laiyl - awiDll Ciljluellg Cilalall (o4,
terms and expressions shall have the L . e, . .- g
. . ualay ol bo lgio (J5° olol digwoll  suileodl - axulll A
meanings ascribed thereto unless the context z LT e
) } el OlA (il uw
otherwise requires:
The Kingdom: The Kingdom of Saudi Arabia. .Gusgeuull dwyell dAlooll :asloall A
The Authority: Zakat, Tax and Customs ey, g e
Ajlaaldl Ig oL jll : Il .2
Authority. JloJig awpallg S5 A :ditg)
Regulation: Economic Substance Requirements Gblol duleall duslnis Ul Odhioll dajl :anjlll 3
Regulation of Special Economic Zones. Gl dgdlnisll | -
The Governing Body: Economic Cities and daulnisll gbliallg (jaall duo :dnitall dgall a
Special Zones Authority. Aol |
The Statute: The statute of The Governing Body 1oLl uagoy jalall dnidall gl ouAli :oukhiill
issued by the royal decree No. (A\19) dated Jluaei Lujﬁg ©1431/03/10 Ay)lig (19/i) 09 Jralall 5
10\03\1431H, and any amendments thereto. G.LLCUbJ
The Zone: King Abdullah Economic City's cllall diuaos Al duslnis Ul adhiall :aahiall
Special Economic Zone, Ras Al-Khair Special uuij.g apAll duslnis Ul dahiollg éuolnis Ul alllauc
Economic Zone, Jazan Special Economic Zone, ddhiollg (jljlu oAl duslnis Ul ddhiallg Al 6
and Cloud Computing Special Economic Zone duilogleallg dubull duwgal) do Al &uolnidll | -
established pursuant to Council of Ministers Q4)lig (233) pd) eljjgll yulao ji6 gy oliviall
Resolution No. (233) dated 29/3/1444H. -o1444/3/29




Chapter One: General Provisions

Article One (1): Definitions
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Exemptions and Incentives : The tax and
cil(str::'l;o:xen: tir;nsna:'lvdincentive);a:ailable Auyal jolgalig wlelaclll:jolgallg wielacll
7. . prions dahiall 16 dna ol 6litiol doadall dubpanllg | .7
for the Licensed Entity in the Zone, as referred = Ail 16 ayl il gadl
to in the Statute. N Jio ard) e
alified Activities: The activities that shall c i) e BN e e e e e
Qualified Activities: The activities1 Utle Jganll dlogall il -alogall dnuiill
8. qualify for the exemptions, incentives, and e T e . . .8
. .ashioll 6a0ioll Ulelidiiwllg jolgallg Ulelaclll
exceptions approved for the Zone. s
Licensed Entity: Any entity licensed t c, . c
icens n|y .ny n|y|.n (o} duwjlaoy L) aa  8litio il :ans yall slivioll
conduct activities in the Zone in accordance .. ey e LT Sl
i ) ) ) dwouh il Alglll wagos ddhiall 16 il
9. with the Regulations of the Special Economic . .. . e .9
) ) o w0 136 uagou §)olall Aol dslnis Ul gblioll
Zones issued pursuant to Council of Ministers ’ _m1‘447/07/10 \jlig (468) 05 aljjgl
Resolution No. (468) dated 10/7/1447H. ' 49 00) €]
Economic Substance Requirements: The oy gl Suhiall :ddsoll dpslnis Ul Sl iall
requirements to be met by the Licensed Entity U0 Gonill dnApoll oliviall J46 (o loglayiawl
10. | to verify thatit carries out actual economic adhioll Lﬂ.o duleo duslnisl dnuiull lgiwjloo | .10
activities in the Zone, as prescribed in Article 01m (o (3) AU éslall oo lgulc pgniallg
Three (3) of these Regulations. .anjll
Intellectual Property Assets: any intellectual . .
nro ert lJri htrs pinZI\Llldin co riy;mtand relIJated aynall ay 99a> Lﬂl:a"” ol dy lJgol
property rign's, g copyright €Al Olelpg 6jgkanll Gadnllg dall §a Jauitig
1. rights, patents, trademarks, industrial models, n o ey B e . N M
lant varieties and layout designs for integrated ailll olindlg aucliall astadlg dyjladll Glodlsllg
plant alolaiall (iljlall duhuhAill Olosanillg
circuits.
Financial Year: The tax year of the Licensed - ..
12. E'ntity' ' xvear ' s ol sLivial) dug Al &l -adlall &l | 12
Notwithstanding Paragraph (A) of this
Article, any term or expression used in these uﬁ,ﬁaLnJI 0im o (T) 8384l aule Cuni Lo lac logd
Regulation which is not defined in this Article G LU 040 « 16 510 A ilg) ap @l 6jlc i éol
shall be defined and interpreted according to ‘ﬂfo J'SU J" J'. 9 L
the following reference in the order in which g auill galpall laog L‘DH-L“-Q-"Q Loy =i O
they appear: 10453 3)lgll wudipll
1. Legislations in force in the zone. -aghiall 16 lgy Jgaxall Sley padl 1
lgs Jgoall dybpanlig Gy pallg dyghjl dakilll 2
2. Zakat, Tax, and Customs laws in force in the .dalaall 16
Kingdom. G4l IIQLbLg.gd Il ol il 3
3. Legislations in force in the Kingdom.




Article Two (2): Purpose of the Regulation
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This Regulation aims to prescribe the Economic
Substance Requirements to be met by the Licensed
Entity in the Zone and its relevant provisions.

Article Three (3): Scope of Application of the
Regulation

The Regulation shall apply to all Licensed Entities to
carry out Qualified Activities in the Zone.

Chapter Two: Economic Substance Requirements

Article Four (4): Economic Substance Requirements
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dul=all duslnis Ul Suaiall : uildl Junall
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The Licensed Entity shall meet the followi . c
Econ;mir:: Subs?aln\c/e Re E?rementsc;voevrlng cudhd Igu’)g“ J gl andyall oliniall e
A year, beginning from theqfirst Financial YZarin U'Oijw'd g ‘ﬂgw Jauiy 4l dyledll &plaisll i
which the Qualified Activities are carried out: 9ol o0 ) Hlo dlw Jg
The Licensed Entity must have adequate wuwliall glaoll dnaypall sliall 12l (jgay i
1. premises and assets that are suitable for J10 dlogall dniilll duw)loo) duwliall Jgolilg | 1
conducting its Qualified Activities in the Zone. .aahiall
The Licensed Entity must employ an adequate ., .
numbler of full tir:'lz errL1I lo epes zwho areql’I U0 uLolb 2ac aasjall Slidall (12l Jozy |
hysicall resentinthgzgne) during the Gralgiall) allall Al JUS gacjatall grabgall
2 IIzin\Z:lncial\<(lz:ar in proportion to the ngaliﬁed abudull go cuulidy Loy ell>g (aahiall ‘ﬂo Hat 2
. Activities shaI,I incpludpe ersonnel with yraida, galolsll gaabgall el Jadig Alogall .
' pers _ slitiall o 628l2i0ll b il 12l aybgi 26e
an employment contract with companies G ol
contracting with the Licensed Entity. )
The Licensed Entity must incur operational U6 duluiiti @y jlno dnagall slidall AT i
expenditures in the Zone, which shall be LT e il dsul séhiol
3. commensurate with the nature of the Qualified dlogall Ul d=ub 20 iy Lay I 3
Activities carried out. giw)loo oy il




Article Four (4): Economic Substance Requirements
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The Qualified Activities of the Licensed Entity Lgw)jlad il dlogall dhiiiill 8)lo]g aungi oy Ui
4. shall be directed and managed from within the Lo 5 Jouiug .dahiodl Al (jo dnApall sliviall | .4
Zone, including: Jiy
Without prejudice subparagraph (1) of paragraph s I, . ..
0 I o (1) ducyall 6 I Jjglodlel
(B) of this Article The licensed Entity must have | =) 2380y (1) ducjall 6,84l g5 3j9 Lo Slclyo 2o
. . anA poll 6Ll 1) ggau gl byl 65lall 02 (J0 .
a. at least one of the directors responsible for . L ) B A
managing the Qualified Activities residing in the 0ol e gaallall claall U2 hw - 319 a0
. .d4looll 16 logdio dlogall il
Kingdom. =
The management personnel must have . s - .
L aoj Wl O logall §jlb Ul e (odlddl 1al jg4as gl
b. the necessary qualifications to manage the dlogall & S 611l - A o
Qualified Activities. ' abiillloflge aginedy
A number of board of directors’ meetings,
or any equivalent board in accordance with s e
ranyequ re iaceoraance wi ulao il i Byloul ulao Glelaial (4o 33 A6e
the legal form of the Licensed Entity, should . . e L 2. s
be held, during which actual and strategic o oL soll 6 gUgJLQJI Juslllasg Jlao
! . $B0 (16 92T Eunyiliiwlg Buled Ciljls STl Lglua
C. decisions shall be made and recorded in the LT LT . &
) ) ) ) o0 Yl yie dlogall dnuill 20 cuwlidy Log ell5g
meeting minutes, in accordance with the . e .. . L.
- L ) 6)b Ul yulao eliacl jgha] polhill ulnill elawl
Qualified Activities, provided that the quorum of s 55 ln0ll. 16 Sleloiall o3
members of the Board of Directors is reached ) Jre ’ 20/
for these meetings in the Kingdom.
Without prejudice to the requirements
mentioned in paragraph (A) of this Article, o () 6)80ll 16 6)g520ll Gllhiall JUA Ul g
B. | theLicensed Entity that conducts intellectual dnduil yujlad il &3 pall 8litiall e 85lall 0do | .
property activities must satisfy the following :aull awolb Ul slhiall J1ogiui Ui @ jaoll dualall
additional requirements:
At least 50% of the directors managing the o JSUI e (50%) dilall J19 Jguad (Jghy Ui
1. Qualified Activities must be residents of the JHoxb0 dlegall dadilll 8)lo] e (aildll eljaall |1
Kingdom. .a4alooll Lﬂ.o




Article Four (4): Economic Substance Requirements
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rticle Five (5): Intellectual Property Activities

The intellectual property activities are
considered within the Qualified Activities

The Licensed Entit st provide a detailed : .
businlessnplan dr;;\g:‘;:lrat[i)r:g\tl;]e commlercial a09i Alnao Jac aha dnsjall lidall 0283 |
2. 6 dJJA0ll duslall U bl gyhil gulwil 2
rationale for holding the Intellectual Property Jo & - Jool JUS UU .
. .aahiall
Assetsinthe Zone.
The Licensed Entity must provide detailed - c
I ‘ IV. . p .l I o€ dlnao logleo dnd pall slitiall pads
3 employee information, including level of >gisll £gig pall .. el 16 Loy 4 ulolsl 3
’ experience, type of contracts, qualifications, 9 €99 01U . Lﬂo ,Lg,g" T )
) abgil 6109 Ullogallg
and duration of employment.
Making strategic decisions and managing and . s
4 bearlingg ri;ks rgellatedlt; Intellectual P?;pzrty sl Jaxig ololg G plwlll aljhall A gl 4
. . e oe . I . I . . I . E I II s .. .. I .
Assetsin The Zone. b a) - Joob el
The activity of the Licensed Entit st not P - . .
activiy censed Entity mustn Jgol Gaguii Jile dn joll sliriall blisi paid, Ui
5. be limited to marketing Intellectual Property . L 5
Assets Gl I

U yaall dualall dnil : (5) duolall 8sLall

1 4 alnll dlogall dhuinilll biinil 6oq dlogall | .1
according to the classification issued from the ue 90l o ...g I “gnJI
Governing Body. ’ &
Incentives and Exemptions shall not appl
toincolmeraisin fronp1:ntellectual roer\: Il Jaall e clelacllig jolgall Gubi ply 4

2 e g neciual property Jool Guguiis ddleiall dyadll dyaloll dndul ge | .2
activities related to marketing of intellectual .. -

.ayjaoll ausloll
property assets.
The Governor of the Authority may issue the S . .. ..
lanl Araild dojlll aljlpdll jany )l dugll holhol
3. | necessary decisions for the implementation of © - JlShalljany glal 3

the provisions of this Article.
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Chapter Three: Tax Procedures

Article Six (6): Economic Substance Requirements
Disclosure
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The Licensed Entity must file an annual disclosure
using the form prepared by the Authority and
according to the procedures specified by it, for the
purpose of verifying compliance with the Economic
Substance Requirements.

Chapter Four: Final Provisions

Article Seven (7): Penalties and Violations
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In the event of violation by the Licensed Entity of the
Economic Substance Requirements, the penalties
issued by the Governing Body shall be applied.

Article Eight (8): Guidance

The Authority shall issue detailed guidance or
explanatory material with respect to the provisions
of this Regulation.

Article Nine (9): Effectiveness of the Regulation

This Regulation shall be published in the Official
Gazette, and deemed effective from the date of its
publication.
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