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Introduction

Over the past few years, the Kingdom of Saudi Arabia has witnessed signi.cant growth 
in its technology sector, driven by organic development alongside strategic investmentsB 
The growth and transactional activity highlight the increasing focus on innovation and 
digital transformation in Saudi ArabiaB xoth local and international investors are actively 
seeking opportunities to eFpand their presence in the Saudi market, particularly in areas 
such as cloud services, data centres, arti.cial intelligence, digital platforms, and enterprise 
solutionsB

The Public Investment (und )PI(- has been a key .gure in driving this eFpansion, 
making substantial investments to build worldCclass technology infrastructure withinB 
(or instance, the Saudi ’ompany for Arti.cial Intelligence was established to accelerate 
AICdriven solutions, supporting Saudi ArabiaDs vision of becoming a global arti.cial 
intelligence leaderB  Another  PI( initiative,  Alat,  is  advancing Saudi  ArabiaDs  digital 
and industrial capabilities through semiconductors, highCperformance chip design, and 
neFtCgen infrastructureB ’omplementing these newer initiatives, longCstanding companies 
like the Saudi Telecom ’ompany )ST’-, Saudi Information Technology ’ompany )SITE- 
and Elm play pivotal roles in technologyB These companies bring proven eFpertise and 
resources, with ST’ leading in telecommunications and digital services, SITE advancing 
cybersecurity solutions and Elm specialising in digital government and information 
security servicesB Together, these efforts reinforce Saudi ArabiaDs commitment to creating 
a robust, futureCready tech ecosystem, and position the nation as a leader in digital 
transformationB 

Eear in refiew

Saudi Arabia has seen signi.cant technology M&A transactions over the past year, notably 
those listed in the table belowB

Parties Uescription Ueal value

Si(i and Sanabil 
Investments

Sanabil Investments, 
a PI( subsidiary, 
led a seed round 
for Simpli.ed (inancial 
Solutions ’ompany )Si(i-, 
an eFpense management 
.ntech with operations in 
Saudi ArabiaB

$S10X million

$MJ Studio and %etapult %etapult acquired 0XX4 
of $MJ Studio, a mobile 
games developer with 
operations in Saudi ArabiaB

$S15B3 million
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Advanced Operations 
Technology and Osool & 
xakheet Investment

Osool & xakheet 
Investment acquired 304 
of Advanced Operations 
Technology, a provider 
of data management 
and cloud services with 
operations in Saudi ArabiaB

$S10B6W million

TAGAL and PI( PI( acquired 304 of 
Telecommunication 
Towers ’ompany Limited 
)TAGAL-, the largest 
telecommunications 
infrastructure company in 
Saudi ArabiaB

undisclosed

Uevoteam Middle East and 
solutions by stc

Solutions by stc acquired 
5X4 of Uevoteam Middle 
East, a subsidiary of 
the globally renowned 
Uevoteam jroup, a leader 
in digital consulting with 
operations in Saudi ArabiaB

undisclosed

Urahim and Alrazhi xanking 
and Investment 

Alrazhi xanking and 
Investment acquired W34 
of Urahim, a developer of a 
.nancial planning platform 
with operations in Saudi 
ArabiaB

undisclosed

EFpert Solutions SA and 
’lassera

’lassera acquired 0XX4 
of EFpert Solutions SA, 
a developer of enterprise 
resource planning systems 
with operations in Saudi 
ArabiaB

undisclosed

EVhalha and ’areem ’areem acquired 0XX4 of 
EVhalha, an operator of a 
car service platform with 
operations in Saudi ArabiaB

undisclosed

Tweeq and Tabby Tabby acquired 0XX4 of 
Tweeq, an operator of 
a .nancial management 

undisclosed
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platform with operations in 
Saudi ArabiaB

NelentsBai and ’ore Nision 
Investments

’ore Nision Investments 
acquired 0XX4 of 
NelentsBai, an operator of 
a data C driven AI C 
based hiring platform with 
operations in Saudi ArabiaB

undisclosed

Legal and regulatory kramewor[

M&A activity in Saudi Arabia is governed by a comprehensive legal framework that 
regulates the structure and eFecution of M&A transactionsB Key laws and regulations 
relevant to M&A activity in Saudi Arabia include the ’ompanies Law,]13 the ’ompetition 
Law,]23 the :ew Investment Law]53 )applicable where there is a foreign investment element- 
and the ’apital Market Law]43 )applicable where there is a public element-B

The most relevant regulators for technology M&A in Saudi Arabia are the Ministry of 
’ommerce )MO’-, the jeneral Authority for ’ompetition )jA’-, the Ministry of Investment 
)MISA- )applicable where there is a foreign investment element-, the ’apital Market 
Authority )’MA- )applicable where there is a public element- and, depending on the 
nature of the targetDs operations, potentially the Saudi Uata and Arti.cial Intelligence 
Authority )SUAIA-, the Ministry of ’ommunications and Information Technology )M’IT-, 
the ’ommunications, Space and Technology ’ommission and the Saudi ’entral xank 
)SAMA-B

’ompanies Law

The ’ompanies Law and its implementing regulations form the bedrock for M&A activityB 
Key provisions include'

0B (leFible corporate structure' the recent introduction of a 2Simpli.ed %oint Stock 
’ompany2 )S%S’- offers a streamlined corporate form tailored speci.cally to attract 
a broad range of investors, from earlyCstage startCups to established enterprisesB 
Gith fewer procedural requirements and malleable governance options, an S%S’ is 
an attractive vehicle for tech companies and related M&A structuringB 

RB Hecognition of shareholdersD agreements )S—As-' the law formally recognises 
the eFistence and enforceability of S—As, enabling shareholders to set tailored 
governance arrangements that  are  statutorily  enforceable  under  Saudi  lawB 
Technology M&A in  particular,  bene.ts  as  parties  often seek to  implement 
customised  control  rights,  governance  structures,  and  eFit  strategies  to 
accommodate rapid growth and dynamic market changesB

6B Preferred equity and multipleCclass structure' %S’s and S%S’s can now issue 
preferred equity or multiple classes of shares, each offering speci.c rights related 
to voting, rights, and returnsB This ;eFibility is particularly advantageous for tech 
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companies aiming to attract a broad spectrum of investors / from venture capital 
.rms to strategic partners / who routinely seek customised rights that re;ect their 
level of involvement and return eFpectationsB 

’ompetition Law

The ’ompetition Law, enforced by the jA’, plays a critical role in Saudi M&A transactions, 
particularly for largeCscale deals that could impact market competitionB Previously, 
the threshold for merger approval .lings was set relatively low, capturing almost all 
transactions )including zoint ventures- and resulting in eFtensive compliance obligationsB 
This approach ensured comprehensive oversight but often added signi.cant procedural 
requirements for even smallerCscale dealsB

Hecent updates to the ’ompetition Law and the behaviour of the jA’, both detailed below, 
have made the framework signi.cantly more userCfriendlyB

The jA’ recently introduced new merger control thresholds to reduce unnecessary .lingsB 
$nder the new rules, a .ling is required only if'

0B the combined worldwide turnover of the parties eFceeds RXX million Saudi riyals8

RB the target2s worldwide turnover eFceeds 5X million Saudi riyals8 and

6B the parties2 domestic turnover in Saudi Arabia eFceeds 5X million Saudi riyalsB

These changes aim to streamline the merger review process and focus on transactions 
with a signi.cant impact on the Saudi marketB This shift reduces the need for jA’ .lings 
for smaller, earlyCstage ventures, reducing regulatory burdens for emerging companies and 
facilitating their growthB

0B ’onditional approval' the jA’ has begun imposing behavioural and structural 
controls to address competitive concerns, and thus allowing deals to proceed 
without being blockedB In RXR6, the jA’ issued its .rst conditional approval, with 
two more following, highlighting its focus on tailored solutions rather than outright 
rezectionsB This approach by the jA’ re;ects a shift towards balancing market 
growth with competitive fairness, particularly in tech sectors where monopolistic 
behaviour could hinder innovation and consumer choiceB

RB :onCcompliance'  nonCcompliance  with  the  ’ompetition  LawDs  economic 
concentration requirements, including the failure to .le or adhere to the jA’Ds 
conditional approvals, may lead to substantial .nancial penalties, reputational 
harm through public disclosure of violations, or, in severe cases, unwinding of the 
nonCcompliant transactionB

:ew Investment Law

The :ew Investment Law supersedes the eFisting foreign investment law and its 
implementing regulations, bringing a more streamlined and regulated frameworkB The 
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:ew Investment Law applies to both domestic and foreign investors, outlining their rights, 
obligations, and eligibility for incentivesB

Ghile the previous law required foreign investors to obtain an investment licence, the :ew 
Investment Law removed this requirement, instead mandating registration with MISA to 
engage in investment activitiesB Additionally, it replaces the concept of prohibited activities 
with the concept of restricted activities, which require prior approval from the relevant 
government authority before participationB

The :ew Investment Law is eFpected to take effect in early RXR3 and its implementing 
regulations are eFpected to be issued beforehandB Although details remain pending, it is 
anticipated that these implementing regulations will further facilitate foreign investment, 
particularly in the technology sector, where prevailing market trends suggest a generally 
open approach with limited restrictionsB

’apital Market Law

The ’apital Market Law and its implementing regulations provide the legal framework 
for certain public M&A activity, ensuring transparency, fairness and investor protection in 
transactions involving a public componentB

0B Hules on the Offer of Securities and ’ontinuing Obligations )HOS’Os-']63 these 
establish requirements for public offerings, disclosure obligations and ongoing 
compliance for listed companies, aiming to enhance market transparency and 
safeguard investor interestsB 

RB M&A Hegulations']p3 these establish a framework for public M&A transactions, 
setting rules for voluntary and mandatory offers, disclosure obligations, and ’MA 
approval requirements to ensure transparency and protect shareholder interestsB

Together, the HOS’Os and the M&A Hegulations create a robust framework for M&A 
activity involving public companies, fostering transparency, regulatory compliance and 
orderly market operationsB

SectorCspeci.c regulations )technology-

Saudi Arabia has made signi.cant progress in issuing sectorCspeci.c regulations across 
the tech landscape, supporting the nation2s Nision RX6X goal of diversifying the economy 
and enhancing its regulatory frameworkB

(or instance, SAMA has introduced multiple new regulatory frameworks to accommodate 
HegTech solutionsB These frameworks, including the Hegulatory SandboF and Open 
xanking (ramework, provide a coherent structure that strengthens the credibility of 
operators in the .nancial technology spaceB xy establishing clear regulatory oversight, 
SAMADs initiatives not only boost con.dence in the compliance landscape but also 
provide a solid foundation for associated M&A activities, allowing companies to navigate 
transactions with greater assurance and aligning innovative solutions with market stability 
goalsB
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Additionally, SUAIA has established AI principles that emphasise transparency, security, 
and ethical AI use, fostering responsible innovation in HegTech and ensuring alignment 
with national regulatory standards across industriesB These guidelines encourage the 
cautious use of AI, particularly with sensitive data, and reinforce best practices in 
privacy, security, and complianceB xy setting these principles, SUAIA supports ethical AI 
development, providing a stable regulatory environment that enhances con.dence in tech 
companiesD operations and facilitates M&A activities within the industry in Saudi ArabiaB

Pey transactional issues

’ompany structures

The previous )now replaced- companies law in Saudi Arabia imposed certain limitations 
on Saudi companies, particularly in comparison to practices common in the $S, Europe, 
and other offshore zurisdictionsB

(or eFample, the lack of provision for different classes of shares and employee stock 
ownership plans )ESOPs- made it challenging for tech companies to implement structures 
that are common in the sectorB ’onsequently, many tech operators opted to set up offshore 
holding companies in zurisdictions such as the ’ayman Islands, the xritish Nirgin Islands 
and the Abu Uhabi jlobal Market, which then owned operating companies in Saudi ArabiaB

In contrast, the ’ompanies Law aims to overcome these challenges by updating the 
eFisting frameworkB It includes safeguards for business interests, enhances ;eFibility in 
operations, and empowers the private sector while aligning with international standardsB 
This reform creates an attractive environment for carrying out business in Saudi Arabia, 
allowing compleF company structures to be established directly in Saudi Arabia without 
needing offshore entitiesB Ghile some aspects are still untested, the new ’ompanies Law 
is gaining traction among investors and businessesB

In Saudi Arabia, investors have several options for corporate structures when engaging in 
M&A activities within the technology sectorB

The most commonly used corporate forms for M&A in Saudi Arabia include limited liability 
companies )LL’s-, zoint stock companies )%S’s- and the previously mentioned S%S’sB 
Each corporate form has its own nuances, advantages, and challenges, making it essential 
for stakeholders to choose the most suitable option based on the underlying transactionB

LL’s

LL’s are often preferred by small to mediumCsiVed enterprises due to their ;eFibility and 
simpli.ed managementB An LL’ can be formed by one or more natural or legal persons 
without a .Fed minimum capital requirement unless otherwise speci.ed by sectorCspeci.c 
regulationsB This makes the LL’ an accessible option for startups looking to establish their 
operationsB

LL’s cannot issue different classes of shares, limiting their ability to attract diverse 
investment and shareholder participationB
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Management of an LL’ can be conducted by one or more managers, or shareholders 
may appoint a board of managers if multiple individuals are involvedB The governance 
framework  is  generally  ;eFible,  allowing  for  customised  management  roles  and 
decisionCmaking processesB Additionally, LL’s are permitted to issue nonCconvertible 
negotiable instruments, sukuk, or other .nancing instruments in accordance with the 
’apital Market LawB

All of the above makes LL’s more suitable for operating companies that focus on 
managing business activities, rather than for holding companies that often seek to raise 
capital through diverse equity offerings or eFit through public offeringsB

S%S’s

Simpli.ed S%S’s have been introduced to bridge the gap between LL’s and %S’s, catering 
to the needs of entrepreneurs and small to mediumCsiVed enterprisesB

S%S’s offer increased ;eFibility in management and operations while retaining some 
advantages of %S’sB This entity type allows for the issuance of various types and classes 
of shares, including redeemable and convertible shares, making it easier to access 
.nancial markets without diluting equityB Additionally, S%S’s are not subzect to the same 
regulatory burdens as %S’s, they do not require the establishment of a formal board, and 
shareholders have the freedom to determine the management structure and processesB

jiven these advantages, we anticipate S%S’s becoming the entity of choice for holding 
companies in Saudi  Arabia,  potentially  replacing the previously common offshore 
structuresB Their inherent ;eFibility is speci.cally designed to support various ownership 
and management  structures,  allowing companies to navigate the compleFities of 
corporate governance and investment strategies more effectivelyB This adaptability 
positions S%S’s as a compelling alternative for businesses looking to optimise their 
operational frameworks while remaining compliant with local regulationsB

%S’

%S’s can be categorised as either private or public entitiesB A public %S’ can issue 
shares to the public and is typically listed on the Saudi Stock EFchange )Tadawul-B Public 
%S’s must adhere to rigorous regulations imposed by the ’MA, including strict disclosure 
and governance requirements aimed at protecting investorsB ’ompanies seeking to go 
public must either establish a %S’ or convert from another legal entity, which involves 
higher capital requirements and added compleFitiesB ’onversely, closed %S’s cannot offer 
shares publicly and generally face fewer regulatory obligations, although they still require 
a minimum share capital of 3XX,XXX Saudi riyalsB

%S’s are mandated to have a board of directors with a minimum of three membersB %S’s 
may also issue negotiable debt instruments and .nancing sukuk that are convertible into 
shares, a ;eFibility not afforded to LL’sB

$nless they are considering an initial public offering )IPO- in the near future, the advantages 
of using a %S’ are often outweighed by some of the challenges and administrative 
burdens associated with it, making it less appealing for companies focused on growth and 
innovationB
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Ueal structures

Saudi technology M&A transactions are typically structured using various methods, with 
the most common being relatively simpler share acquisitionsB

Involve the acquirer directly buying shares from eFisting shareholders of the target 
companyB Share purchases are generally simpler to eFecute and provide clear ownership, 
making them the easiest to navigate within the eFisting KSA framework which is familiar 
and supportive of this common structureB

Asset acquisitions

Hepresent a distinct approach where the buyer acquires speci.c assets and liabilities of the 
target company rather than its sharesB Ghile this is still a viable route for Saudi technology 
M&A, the transfer of certain types of assets )such as IP or real estate- can be intricate, 
eFpensive, and timeCconsuming in the local marketB :avigating the legal requirements 
and potential restrictions related to the transfer of each asset means that this method is 
typically used only when strategically necessaryB

Share swaps

In the conteFt of technology M&A, share swaps have emerged as a prominent deal 
structureB The standard vanilla structure )where the acquirer acquires the target by 
eFchanging its own shares for the shares of the target- is the most commonB jiven the 
recent liquidity squeeVe in the space, this structure has allowed for the further growth and 
consolidation of the sector in Saudi ArabiaB 

Mergers

True legal mergers / such as forward triangular mergers or statutory mergers / are 
relatively rare in Saudi ArabiaB These structures often come with compleF regulatory 
requirements which can lead to prolonged negotiations and burdensome compliance 
obligations, making them less favourable in most casesB 

Sale processes in Saudi Arabia are typically carried out either bilaterally or through a 
structured auction processB Occasionally, dualCtrack IPO and sale processes are also 
eFplored, but these are generally reserved for larger targets due to cost and capacity 
constraintsB

Most sophisticated bigCticket M&A transactions involve a full suite of advisers, including 
investment, .nancial, legal, taF, and technicalB Even smaller transactions generally involve 
a lean group of advisers across legal and .nancialB The roles played by the various advisers 
in the Saudi market are consistent with the international marketB 

Acquisition agreement terms
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The Saudi Arabian M&A market has grown to be quite sophisticated in recent years 
and most internationally applied standard terms have found their way into transaction 
documentsB Set out below are some typical terms of transactions in the Saudi marketB

’onsideration

0B Traditional forms of consideration, across both cash and shares, remain dominantB 
’ash consideration is undoubtedly the most common, but share swaps have taken 
up a siVeable portion of the technology M&A market as wellB

RB In terms of pricing mechanics, internationally recognised methods of completion 
accounts,  locked boF  and earnCouts  )with  all  of  their  variations  and hybrid 
structures- are commonB Occasionally, due to the heavy government involvement 
in the sector, true .FedCprice models are also usedB

Hepresentations and warranties

’ustomary warranties across fundamental )including capacity, title, and authority-, taF and 
operational are usually given by the sellCsideB

As is common in more developed markets, in earlyCstage fundraisings, warranties are 
typically given directly by the foundersB In laterCstage fundraisings, they are usually given 
by the company itselfB In the case of secondary transactions, founders )and depending 
on their nature, other selling shareholders- are generally eFpected to stand behind the 
warrantiesB

(inancial investors often have different eFpectations and typically do not face the same 
level of liability regarding warranty coverageB

Garranties and indemnities insurance

The usage of warranties and indemnities )G&I- insurance in Saudi M&A transactions has 
been historically limited8 however, this trend is gradually changing as investors increasingly 
seek to secure protection against potential breaches of warranties in more compleF 
transactionsB

This shift re;ects a growing awareness of the need for such safeguards within the 
competitive landscapeB As its use becomes more prevalent, it is likely to improve the 
overall dynamics of M&A transactions in Saudi Arabia, allowing for greater riskCsharing 
and ;eFibility in deal structuringB

’losing conditions

M&A transactions in Saudi Arabia often include the following SaudiCspeci.c regulatory 
closing conditions'

0B Merger control' in addition to any necessary merger control .lings that may be 
required abroad, certain M&A transactions require approval from the jA’B Ghile 
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complicated in the past, recent enhancements to jA’Ds processes and revisions to 
its merger guidelines )such as increased noti.cation thresholds- have signi.cantly 
streamlined the overall procedure, resulting in a more eYcient regulatory landscapeB

RB SAMA' transactions involving targets operating in the .ntech space are likely to 
require approval from SAMA, which enforces speci.c regulations governing the 
.nancial technology sectorB

6B ’MA' certain transactions involving public companies )such as a primary capital 
inzection into a public company or the acquisition of a public company- typically 
require  approval  from  the  ’MA  in  accordance  with  the  HOS’Os  and  M&A 
HegulationsB

5B MISA' to the eFtent foreign shareholders are involved, amendments to the targetDs 
MISA licence will be requiredB It is worth noting that, given the :ew Investment Law, 
it is likely that this process will change signi.cantly over the coming yearB 

3B Other regulatory approvals' depending on the speci.c sector and structure of the 
transaction, additional approvals may be required from other regulatory bodies, 
such as M’IT and ’IT’B

xreak fees

xreak fees are relatively rare in the Saudi market but have been known to be included 
in the right commercial circumstances )particularly if a party withdraws after signi.cant 
investment or commitment by an international counterparty-B

In public transactions, the relevant regulations permit the payment of a break fee if an 
acquisition offer fails due to speci.c events, such as a higher competing offerB The break 
fee must not eFceed 0 per cent of the offer value and must be disclosed in the offer 
document, along with the necessary con.rmations to the ’MAB

EFecutive compensation

—istorically, sophisticated forms of eFecutive compensation )such as longCterm incentive 
plans or employee stock options- have not been particularly common in the Saudi marketB 
More generic forms of compensation )primarily tied to base pay and bonuses- have been 
favouredB

—owever, with the increasing sophistication of the market, more compleF structures are 
being put in place )particularly in the tech sector-B Narious forms of longCterm incentive 
plans and employee stock options are now readily eFplored and implementedB

Uebt .nancing

—istorically, M&A transactions in Saudi Arabia have largely been funded through sponsor 
equity, re;ecting a cautious investment mindset from purchasers or sponsors wishing 
to avoid more compleF structures and longer timelines associated with leveraged M&A 
transactionsB Sovereign aYliated parties in particular, historically relied almost eFclusively 
on equity to fund their investments and acquisitions, with such acquisitions typically being 
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funded out of the general budget of the sovereign or its wealth funds and any debt .nancing 
raised at the sovereignZquasiCsovereign level through the issuance of bonds, sukuk, andZor 
syndicated loansB

—owever, recent trends show a signi.cant shift, with leveraged structures gaining tractionB 
This shift is driven by the proliferation of diverse .nancing options and heightened market 
competition encouraging companies to strategically utilise leverage as part of their M&A 
funding strategyB

Several channels have emerged to facilitate the use of debt to fund acquisitions in 
Saudi Arabia, including traditional bilateral or clubCbased corporate banking facilities, 
leveraged acquisition .nancings and sukuk .nancingsZreC.nancingsB Local banks have 
proven instrumental in this drive, providing tailored .nancial support that enhances capital 
availability in the marketB Even SovereignCaYliated parties such as the PI( have started 
moving towards eFploring more eYcient capital structures for acquisitions that involve a 
miFture of debt and equityB

Leveraged acquisition facilities in Saudi Arabia are typically senior secured and backed by 
guarantees from creditworthy sponsorsB Limited recourse acquisition structures remain 
relatively rare compared to markets like the $S and EuropeB This is in part due to 
uncertainties under Saudi regarding the enforceability of upstream guarantees and 
security in the absence of distributable reserves at the target companyZtarget group levelB 
Lenders in the Saudi M&A market tend to assess these risks cautiously and structure 
facilities to comply with applicable limitations while ensuring adequate collateral coverage 
and other appropriate protectionsB

He.nancing of eFisting acquisition debt through sukuk is eFpected to become increasingly 
common in Saudi ArabiaB This allows companies to access shariaCcompliant .nancing 
solutions while bene.ting from potentially favourable terms and longer maturitiesB 
(urthermore, the ’MA has recently introduced regulatory enhancements, including 
reducing the minimum issuance siVe, to make sukuk more accessibleB It  has also 
allowed development funds, development banks, and sovereign wealth funds to issue debt 
instruments as eFempt offerings, potentially stimulating sukukCbased M&A transactions 
involving these entitiesB

Uespite the positive outlook, the Saudi debt market faces some challengesB These include 
the limited number of sophisticated institutional investors using debt .nance as part of 
their investment and M&A strategy, the relatively nascent stage of development in Saudi 
Arabia compared to more mature markets, and the potential impact of global economic 
conditions on liquidityB

’rossCborder issues

(oreign investors coming into Saudi Arabia encounter several compleFities that can impact 
M&A transactions, though recent reforms have signi.cantly improved the investment 
environmentB (or instance'

:ew Investment Law
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$nder the eFisting foreign investment law, foreign investors are permitted to own up to 
0XX per cent of companies in most sectorsB —owever, certain sensitive industries / such 
as telecommunications and media / still impose ownership capsB The forthcoming :ew 
Investment Law is eFpected to further relaF these restrictionsB xy replacing the requirement 
for an investment licence with a simpli.ed registration through MISA, the new law will shift 
from a 2prohibited activities2 model to a 2restricted activities2 model, requiring only prior 
approval from relevant authorities for speci.c sectorsB These anticipated changes aim to 
streamline foreign ownership processes, especially in highCgrowth sectors like technology, 
ultimately reducing administrative hurdles and enhancing clarity for investorsB

TaF obligations

(oreign investors in Saudi Arabia face a RX per cent corporate income taFB $nderstanding 
their taF responsibilities is crucial for effective .nancial planning and can in;uence the 
overall pro.tability of investmentsB

Labour market considerations

The Saudi sponsorship system remains a potential complicationB Uespite reforms, foreign 
investors may still  need to navigate sponsorship agreements that can complicate 
management and operational controlB The Ministry of —uman Hesources and Social 
Uevelopment mandates that foreign .rms hire a speci.c percentage of Saudi nationals 
which can present challenges in recruitment and training, particularly in sectors where 
skilled local talent is limitedB

’ompleF importZeFport regulations

:avigating Saudi ArabiaDs import and eFport licensing regimes can be intricate, as speci.c 
licences are required for certain goodsB (oreign acquirers must be familiar with these 
regulations to ensure compliance, which can affect the speed and eYciency of operationsB

Iv 7rotection

Overview of the IP and applicable Laws

Saudi Arabia increasingly recognises the importance of IP as a cornerstone of its economic 
development and diversi.cation effortsB As part of its Nision RX6X initiative, Saudi Arabia 
is committed to fostering innovation, creativity and entrepreneurshipB

In RX09, Saudi Arabia established the Saudi Authority for Intellectual Property )SAIP-B The 
SAIP aims to regulate IP in Saudi Arabia in accordance with best international practiceB

Saudi Arabia has a comprehensive framework of IP laws across the ’opyright Law and 
its implementing regulation,]93 the Law of Patents, Layout Uesigns of Integrated ’ircuits, 
Plant Narieties, and Industrial Uesigns and its implementing regulation,]83 the Trademark 
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Law and its implementing regulation and The julf ’ooperation ’ouncil )j’’- Trademark 
Law and its implementing regulation,]A3 )collectively, the IP Laws-B

The ’opyright Law

The ’opyright Law classi.es, among other things, computer programs, software and their 
source code as literary works )Literary Gorks-B The ’opyright Law protects Literary Gorks 
against infringement for 3X years from the date of its .rst show or publicationB

The ’opyright Law permits the transfer of Literary Gorks, in whole or in part, through 
inheritance or lawful disposal methods, such as contractsB —owever, a limitation eFists 
when two or more individuals collaborate on creating a Literary Gork in such a way that 
their contributions cannot be separatedB In this case, all contributors are considered equal 
partners in the ownership of the Literary Gork, and none may independently eFercise the 
right to transfer the Literary Gork without written agreement among all partiesB

The Patent Law

The Patent Law aims to protect inventions, which is de.ned as 2an idea developed by an 
inventor that results in a solution for a certain problem in the .eld of technology2B

Ghile ’opyright Law protects Literary Gorks, patents are used to protect new and inventive 
technical featuresB To be protected by the Patent Law, an invention must be new, involve 
an inventive step, and be capable of industrial applicationB

A patent can be obtained for an invention implemented by a computer program if it meets 
the aforementioned criteriaB

The patent protection period is RX years from the date of .ling the protection application 
to SAIPB The transferability of patents follows similar principles as those outlined in the 
’opyright LawB

Trademark laws

Trademarks include, but are not limited to, names, words, signatures, letters, symbols, 
numbers, titles, as well as designs, graphics, images, distinctive engravings, shapes, group 
of colours or combinationsB The Trademark Laws protect trademarks for 0X years from the 
date of .ling with the SAIPB The transferability of trademarks follows principles similar to 
those of copyrights and patentsB

’onventions

In addition to the IP Laws, Saudi Arabia is part to the following conventions'

0B Gorld Intellectual Property OrganiVation )GIPO-8

RB Protocol Madrid Agreement on International Hegistration of Trademarks8

6B The xerne ’onvention for the Protection of Literary and Artistic Gorks8

5B The Paris ’onvention for the Protection of Industrial Property8
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3B The Nienna Agreement Establishing an International ’lassi.cation of (igurative 
Elements of Marks8 and

WB :ice Agreement ’oncerning the International ’lassi.cation of joods and Services 
for the Purposes of the Hegistration of MarksB

Vm7loyment issues

The Saudi Labor Law )the Labor Law- permits nonCcompete clauses on employees8 
however, it imposes certain restrictions for these clauses to be enforceableB Such clauses 
must be in writing, must not eFceed two years from the termination of the employment 
contract, and must be limited in terms of time, place, and type of workB

Additionally, if an employee has access to the employerDs trade secrets, including IP 
rights, the Labor Law allows the employer to incorporate a con.dentiality clause to 
safeguard its legitimate interestsB To be valid, the con.dentiality clause must meet the 
same requirements as the nonCcompete clause, eFcept that it is not subzect to a maFimum 
durationB

Ghile the Labor Law does not address noCpoach agreement, the requirements for an 
enforceable agreement would likely apply by analogyB

—istorically, employee stock ownership plans )ESOPs- were uncommon and diYcult to 
implement due to the lack of legal framework and compensation structures that prioritised 
cash bonuses over equityCbased incentivesB (urthermore, to avoid the taF implications of 
offering ESOPs to certain employees, Saudi companies typically set up ESOPs in offshore 
zurisdictions like the ’ayman IslandsB

:evertheless, ESOPs have become increasingly prevalent in Saudi Arabia, enabling 
companies, especially startups, to attract and retain talent while fostering a sense of 
ownership among employeesB

This growing prevalence is primarily fuelled by a change in the regulatory frameworkB (or 
instance, the ’ompanies Law permits certain forms of corporate entity to issue different 
classes of shares )some of which can be nonCvoting-B It also allows a public %S’ to allocate 
an increase in share capital to its employeesB

In the conteFt of a change of ownership, the Labor Law mandates that employment 
contracts remain in effect, and employee service is deemed continuousB It is worth 
noting that Saudi Arabia does not have an equivalent of the $nited KingdomDs Transfer 
of $ndertakings )Protection of Employment- Hegulations, so in the conteFt of asset sales 
or other reorganisations, employees generally need to resign and be reChired )and the 
treatment of any end of service gratuity needs to be considered carefully-B

Employers and employees are generally free to include IP rights clauses in an employment 
contractB It is common for employers to include clauses stating that any IP created by 
employees will automatically transfer to the employerB In cases where such clauses are not 
addressed before an acquisition, it is typical for buyers to include a condition precedent 
requiring that the IP created by employees of the target be transferred to the buyerB
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(urthermore, both Patent Law and ’opyright Law address the question of whether IP 
created by an employee automatically transfers to the employerB

Patent Law

EFcept where an agreement eFpressly states otherwise, an invention is understood to be 
one of the following'

0B a work invention' an invention developed within the workerDs attributions, as 
described in his or her zob description and while using the employerDs resourcesB 
Such an invention is owned by the employerB —owever, the employee will be entitled 
to receive a special award to be determined either by an agreement between the 
employer and employee or by the SAIP8 and

RB an independent invention' an invention made by the employee on their own, with 
their own means, and outside their attributionsB Such an invention is owned by the 
employeeB

’opyright Law

Similar to the Patent law, if the employer directed or organised the creation of Literacy 
Gork, such Literacy Gork will be owned by the employerB

@esB In Saudi Arabia, employmentCrelated issues and disputes are addressed through 
dedicated labour courtsB These courts hear a wide range of matters, including employment 
contract disputes, wage claims, and wrongful termination casesB Saudi Arabia has 
eFtensive labour protections and employees are encouraged to use themB It is common to 
.nd a large number of ongoing nonCmaterial labour disputes with targets of any material 
siVeB

Data 7rotection

The Saudi Personal Uata Protection Law and its Implementing Hegulations]103 )collectively, 
the PUPL- governs privacy and data protection in Saudi ArabiaB

The PUPL, which is broadly based on the E$Ds jeneral Uata Protection Hegulations, 
is a comprehensive legal framework applicable to individuals and organisations that 
process the personal data, either in or outside Saudi Arabia, of individuals residing in 
Saudi ArabiaB The PUPL outlines the rights and obligations of data subzects, controllers, 
and processors8 provides for a framework for the lawful transfer of data outside Saudi 
Arabia8 and establishes a robust system of audits, complaint resolution, and enforcement 
mechanismsB

The SUAIA, the authority responsible for oversight and enforcement of the PUPL, has 
issued guidance regarding disclosure under the PUPLB It states that in addition to getting 
data subzectsD consent to disclose their information, the PUPL allows the target or 
controller to disclose data subzects2 information under the following conditions' personal 
data was collected from a publicly available source8 disclosure is limited such that the 
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identity of the data subzects or other individuals is unknown8 andZor there is a legitimate 
interest for the target to disclose such informationB

The target can disclose personal data if it was collected from publicly available sources8 
provided that such sources do not violate the PUPL8 the target ensures that the buyerDs 
request for information is directly related to a speci.c subzect matter, and the disclosure 
is limited to achieving that subzect matter8 and when disclosing personal data related 
to individuals other than the data subzect, the target must eFercise due diligence and 
implement adequate safeguards to protect the privacy of those individualsB

Uisclosure is permitted when the identity of the data subzects is unknownB The restrictions 
applied in this case are similar to those for personal data collected from public sourcesB 
It is also important to note that unless a target has consent from its employees, it should 
generally seek to anonymise data when sharing with buyersB To the eFtent data on more 
senior employees is needed, they can provide consent directly easilyB

The PUPL permits the target to disclose information if it has a legitimate interest in 
doing soB The 2legitimate interest2 is frequently relied on in M&A transactions since it is 
openCended and can be argued to zustify the disclosure of information to the purchaser to 
facilitate the transactionB —owever, the legitimate interest ground is subzect to the following 
conditions'

0B the legitimate interest must not violate any Saudi laws8

RB the disclosure must not include sensitive data, such as data revealing racial, ethnic 
origin, religious, or political belief8

6B the target must balance the data subzectsD interest against its interest, such that 
the targetDs interest does not unduly prezudice the rights and interests of the data 
subzects8 and

5B the disclosure must be within the reasonable eFpectations of the data subzectsB

Additionally, and prior to disclosing personal data for a legitimate interest, the target must 
conduct and document an assessment of the proposed disclosure and its impact on 
the rights and interests of data subzectsB If the assessment reveals that the proposed 
disclosure would violate any laws or regulations, infringe upon the rights of the data 
subzects, or cause harm to them or any other party, the target should modify the proposed 
processing, conduct a new assessment, or consider relying on an alternative legal basis 
for the disclosureB

Subsidies

In recent years, as part of its continued efforts to enhance the business environment and 
attract direct foreign investment, Saudi Arabia has established various initiatives that aim 
to enable the private sector to increase its contribution to nonCoil jUPB

These  initiatives  come  in  different  forms,  some  of  them  on  a  legislative  and 
regulatory level,  and others in programs designed to foster collaboration between 

Technology Mergers & Acquisitions | Saudi Arabia Explore on Lexology

https://www.lexology.com/indepth/technology-mergers-and-acquisitions/saudi-arabia?utm_source=TLR&utm_medium=pdf&utm_campaign=Technology+Mergers+%26+Acquisitions+-+Edition+5


 RETURN TO SUMMARE

governmentZquasiCgovernmental entities and the private sectorB EFamples include the 
followingB

The :ational ’ommittee for Incentives

The :ational ’ommittee for Incentives )Incentives ’ommittee- aims to harmonise the 
various incentives provided by different government entitiesB These incentives include 
both .nancial and nonC.nancial bene.ts, ranging from taF, duty and governmental 
fees eFemptions to .nancing with competitive rates and eFceptions from employment 
localisation requirementsB

The business incubators and accelerators company

Gith backing from PI(, the business incubators and accelerators company )xAI’- aims 
to support enterprises by offering multiple programmes and services such as business 
incubator activities and shared space servicesB

The Small and Medium Enterprises jeneral Authority

The Small and Medium Enterprises jeneral Authority )Monshaat- was established in RX0W 
to contribute to the development of the SME sector in Saudi ArabiaB It ultimately aims to 
raise the contribution of SMEs to the national jUP from RX per cent to 63 per cent by the 
year RX6XB Its efforts include, among other things, the development and implementation of 
programmes to encourage entrepreneurialism, fund venture capital initiatives, and provide 
operational support to SMEsB

E’NA special Vones

In April RXR6, four special economic Vones in different parts of Saudi Arabia were launched, 
each with a focus on a speci.c industry )including technology-B The eFact details of these 
economic Vones remain outstanding, but they are likely to provide attractive incentives 
for investors, ranging from reduced taF rates and potentially eFemptions from other 
regulationsB

Due diligence

In technology M&A transactions, the level of due diligence conducted by a buyer can vary 
depending on the nature of the dealB In general, due diligence for technology companies 
focuses heavily on intellectual property )IP-, alongside other standard .nancial, legal, and 
operational aspectsB

(or equity .nancings, due diligence tends to be more limited and highClevelB Investors 
typically focus on key areas such as ownership of core IP, key contracts, and compliance 
with relevant regulationsB This streamlined approach re;ects the fact that equity .nancings 
often involve minority stakes or earlyCstage companies where full due diligence might not 
be necessary or practicalB
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—owever, for full eFits or signi.cant acquisitions, a comprehensive due diligence process is 
usually conductedB This usually includes a fullCscope eFamination across corporate, debt, 
employment, real estate, IP and other relevant areasB

Tech companies, particularly startups, are often run in a fastCpaced, less structured 
mannerB As a result, investors frequently discover areas that require corrective action 
during the due diligence processB These could include issues with undocumented IP, 
incomplete contracts, or compliance gaps, which need to be addressed before the 
transaction can proceed smoothlyB Uepending on the nature and signi.cance of these 
.ndings, the preferred approach is often to handle them postCcompletion, allowing capital 
to be inzected promptly to fuel business growthB

Dis7ute resolution

In general, the Saudi Arabian legal system provides for two main zudicial authorities' 
the general zudiciary and the Administrative %udiciaryB The latter has general zurisdiction 
for disputes involving government entities, and the former has zurisdiction over all other 
disputesB

In the conteFt of technology M&A, arbitration is generally preferred over court proceedings 
for the usual reasonsB As part of Saudi ArabiaDs efforts to promote arbitration and other 
alternative dispute resolution venues, the Saudi ’enter for ’ommercial Arbitration )S’’A- 
was established with a general mandate to independently oversee the disputes referred 
to arbitration under its administration and governed by its arbitration rulesB The S’’A is 
headquartered in Hiyadh and aims to be the preferred alternate dispute resolution venue 
in the Middle EastB

Additionally, the enforcement of foreign awards is comprehensively regulated under the 
Arbitration Law]113 and Enforcement Law,]123 which codi.es Saudi ArabiaDs position as a 
party to the 0O39 ’onvention on the Hecognition and Enforcement of (oreign Arbitral 
AwardsB

S7ecial considerations

Tadawul / the largest and most prominent stock eFchange in the region / is generally the 
preferred eFchange for tech companies to list onB —owever, as described above in more 
detail, for various historical reasons, many tech operators have opted to set up offshore 
holding structures for their operations in Saudi ArabiaB

To meet ’MADs offering and TadawulDs listing requirements, these companies often need 
to undertake corporate reorganisations, relocating their holding companies from offshore 
zurisdictions to Saudi ArabiaB There has been a ;urry of these reorganisations recently 
and, depending on the nature and siVe of the business, these can be fairly complicated 
to implementB

Outloo[ and conclusions
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The technology M&A landscape in Saudi Arabia is entering a transformative phase, 
propelled by Saudi ArabiaDs Nision RX6X initiativesB Key sectors such as AI, cloud services, 
and data centres are poised for rapid growth, driven by increasing demand for digital 
infrastructure and advanced technologiesB These developments are eFpected to create a 
thriving environment for technology investments, with both local and international players 
seeking to capitalise on Saudi ArabiaDs digital transformationB

Supporting this growth, the regulatory framework is constantly evolving to simplify the 
investment process and encourage tech sector participationB Anticipated changes in the 
:ew Investment Law and competition regulations will likely enhance the ease of doing 
business, while sectorCspeci.c standards, especially in cybersecurity, data protection, 
and .ntech, will provide a robust framework for responsible growth and innovationB 
Additionally, the PUPL is set to ensure strong compliance standards, reinforcing the 
marketDs appeal to technology investorsB

The success of recent tech IPOs on Tadawul underscores Saudi ArabiaDs strong appeal 
for highCgrowth technology companiesB These listings have demonstrated robust investor 
interest, establishing Saudi markets as a viable platform for tech .rms seeking capital and 
eFpansionB

jiven these dynamics, we anticipate signi.cant growth in the technology M&A space in 
Saudi Arabia over the neFt couple of years, driven by regulatory improvements, a favourable 
investment climate, and rising demand across tech sectorsB
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