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About these guidelines 
 
These Guidelines contain clarifications provided by the General Authority for Competition to 
present a perception of criteria for reporting economic concentrations, raising the level of 
transparency and enabling establishments and individuals to follow the best methods in 
understanding and applying the competition system issued by Royal Decree No. (M/75) dated 
06/1440 /29 AH and its executive regulations issued by the decision of the Board of Directors 
of the General Authority for Competition No. (337) dated 01/25/1441 AH. 
As a general principle, establishments wishing to participate in any process of economic 
concentration - including merger and acquisition deals - must inform the General Authority for 
Competition of the transaction at least (90) days before its completion if the annual sales 
criterion - for the parties participating in the process of economic concentration - is achieved. 
The decision in the executive regulations of the competition law is "exceeding 100 million Saudi 
riyals. This guide explains how the authority calculates this criterion for firms wishing to 
participate in the process of economic concentration and explains the mechanism for 
determining the value of annual sales that requires informing the authority of the 
concentration. 
 

The purpose of these guidelines: 
 
 wŀƛǎƛƴƎ ǘƘŜ ƭŜǾŜƭ ƻŦ ǘǊŀƴǎǇŀǊŜƴŎȅ ŀƴŘ ǇǊƻǾƛŘƛƴƎ ƎǳƛŘŜƭƛƴŜǎΣ ǘƻ ŎƻƴǘǊƛōǳǘŜ ǘƻ ŎǊŜŀǘƛƴƎ ŀ 

competitive business environment that attracts investments, enhance the availability of high-
quality commodities at diversified prices, and stimulate innovation and development to 
support economic growth. 
 IŜƭǇƛƴƎ ǎǘŀƪŜƘƻƭŘŜǊǎτincluding companies, government agencies, legal professionals, legal 

advisors, and the general publicτto understand the rules of competition in screening and 
evaluating economic concentration deals. 

1.1 These guidelines 

These Guidelines form part of the advice and information published by the General Authority 
ŦƻǊ /ƻƳǇŜǘƛǘƛƻƴ όǘƘŜ άGACέ ƻǊ ǘƘŜ άAuthorityέύ ƻŦ ǘƘŜ YƛƴƎŘƻƳ ƻŦ {ŀǳŘƛ !Ǌŀōƛŀ όǘƘŜ 
άKingdomέ ƻǊ ǘƘŜ άKSAέύ ƛƴ ƛǘǎ ŜƴŦƻǊŎŜƳŜƴǘ of the competition laws of the Kingdom.  
The competition laws promote competition in markets for the long-term benefit of 
consumers in the Kingdom. One of the ways the laws do this is by controlling what types of 
mergers, acquisitions, and other similar transactions (άŜŎƻƴƻƳƛŎ ŎƻƴŎŜƴǘǊŀǘƛƻƴǎέ) are 
allowed to take place. Many economic concentrations cause no competition concerns and 
can bring positive benefits to the Saudi economy by making it possible for firms to be more 
efficient and innovative. However, some economic concentrations may harm competition in 
ǿŀȅǎ ǘƘŀǘ ƘŀǊƳǎ ŎƻƴǎǳƳŜǊǎΣ ŦƻǊ ƛƴǎǘŀƴŎŜ ōȅ ƛƴŎǊŜŀǎƛƴƎ ǘƘŜ ƳŜǊƎŜŘ ŦƛǊƳΩǎ ƳŀǊƪŜǘ ǇƻǿŜǊ 
which could result in higher prices, reduced choice or quality for customers, or other types of 
harm.   
Economic concentrations must in principle be notified to the GAC under the competition laws. 
The GAC is empowered to approve the economic concentration, block the economic 
concentration, or approve it subject to certain conditions, on the basis of the impact of the 
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economic concentration on competition in a relevant market.  The GAC will ordinarily clear a 
transaction if it is satisfied that the transaction would not be likely to substantially lessen 
competition in a market in the Kingdom. However, if the GAC has concerns that a transaction 
may substantially lessen competition in a market in the Kingdom, the GAC may block the 
transaction or require conditions for the transaction to proceed.   
These Guidelines are intended to assist stakeholders, including companies, other government 
agencies, legal practitioners, consultants, and the general public to understand the 
competition laws and how the GAC will apply them.  They explain:  
ω How the GAC assesses whether an economic concentration must be notified to the 

GAC; 
ω How parties must notify economic concentrations; and 
ω How the GAC assesses whether an economic concentration would be likely to 

substantially lessen competition in a market.  

The structure of these Guidelines 

These Guidelines are structured as follows: 
Á Section 1 of these Guidelines contains the introduction; 

¶ Section 2 of these Guidelines outline the relevant sources of law; 

¶ Section 3 outlines the circumstances in which an economic concentration transaction 
must be notified to the GAC;  

¶ Section 4 describes in detail the jurisdiction of the Law over economic concentrations 
for the purposes of determining whether a transaction falls within that jurisdiction 
and therefore may be notifiable;    

¶ Section 5 describes in detail what is an economic concentration;   

¶ Section 6 describes in detail the notification thresholds above which an economic 
concentration may be notifiable;   

¶ Section 7 describes in detail the process the economic transaction parties should 
follow to notify a transaction when the transaction is notifiable; 

¶ Section у ŘŜǎŎǊƛōŜǎ ǘƘŜ άŎƻƳǇŜǘƛǘƛƻƴ ǘŜǎǘέ ǘƘŀǘ ǘƘŜ D!/ ǿƛƭƭ ŀǇǇƭȅ ƛƴ ŀǎǎŜǎǎƛƴƎ 
whether or not an economic concentration may be anti-competitive and thereby in 
violation of the law;  

¶ Section 9 describes the principles and process the GAC will follow in defining relevant 
markets for the purposes of its competition analysis;  

¶ Section 10 describes the principles and process the GAC will follow in carrying out its 
competition assessment to determine whether the transaction may be anti-
competitive; and  

¶ Section 11 describes the principles and processes of determining competition 
remedies in individual cases where a transaction may raise competition concerns but 
appropriate remedies may allow the transaction to proceed subject to conditions 
rather than being blocked.  

The Guidelines provide a number of hypothetical examples throughout.  The GAC notes that 
these hypothetical examples are provided for illustrative purposes only and have no legally 
ōƛƴŘƛƴƎ ŜŦŦŜŎǘΦ ¢ƘŜ D!/Ωǎ ŀƴŀƭȅǎƛǎ ƻŦ ŜŀŎƘ ŜŎƻƴƻƳƛŎ ŎƻƴŎŜƴǘǊŀǘƛƻƴ ǿƛƭƭ depend on the specific 
facts of the actual case.  
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The Laws on Mergers 
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The legal framework 

The GAC has the legal authority to review Economic Concentrations according to the laws of 
the Kingdom of Saudi Arabia.  
The law governing the control of Economic Concentrations is the Competition Law, 
promulgated under Royal Decree No. (M/75) dated 29/06/1440H (the ά[ŀǿέ). Pursuant to 
Article 26 of the Law, this law replaced the previous competition law that had been 
promulgated under Royal Decree No. (M / 25) dated 4/5/1425H. 
The Law is supplemented by the Implementing Regulations of the Competition Law (the 
άwŜƎǳƭŀǘƛƻƴǎέ), issued by the Board of Directors of the General Authority for Competition 
under its Resolution No. (337) dated 25/1/1441H approving the Implementing Regulations of 
the Competition Law, pursuant to Article 27 of the Law.  
 
The following terms and expressions - wherever they are mentioned in these guidelines - shall 
have the meanings shown next to each of them unless the context requires otherwise: 

Kingdom The Kingdom of Saudi Arabia. 

Law The Competition Law.Π 

Regulations The Implementing Regulations of the Law. 

Guidelines Merger Review Guidelines 

GAC The General Authority for Competition. 

Statue GAC's Statute. 

Board GAC's Board of Directors.Π 

Chairman The Chairman of the Board. 

Governor GAC's Governor.Π 

Commodity Any product or service or a combination thereof. 

Firm 
Any natural or corporate person engaged in an economic 
activity. 

Economic Activity 
An activity involving production, distribution, purchase, or 
sale of Commodities. It includes any commercial, 
agricultural, industrial, service, or professional activity. 

Entity 
A corporate person; whether it consists of one firm or a 
number of firms that report to one management or have 
one owner. 

Market 
A place or means wherein a group of current and 
prospective buyers and sellers meet within a specified 
period of time. 

Relevant Market 

A market that comprises the following two elements:  
A. Relevant commodities that are interchangeable ς for a 

particular purpose ς with respect to the consumer; andΟ 
B. A Geographic area where the conditions of competition 
are the same. 

Dominant Position 
A situation where a firm - or a group of firms - controls a 
certain percentage of the relevant market in which it 
operates or on which it has influence, or both. 

Economic Concentration 
Any action that results in a total or partial transfer of 
ownership of assets, rights, equity, stocks, shares, or 
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liabilities of a firm to another by way of merger, acquisition, 
takeover, or the joining of two or more managements in a 
joint management, or any other form that leads to the 
control of a firm(s) including influencing its decision, the 
organization of its administrative structure, or its voting 
system. 

Economic Concentration 
Parties 

Firms engaged - or seeking to engage - in an economic 
concentration transaction, whether or not they have applied 

for approval to complete the economic concentration.Π 

Exemption 
The power of the Board not to apply any of the provisions of 
Articles 5, 6, & 7 of the Law to a firm, in accordance with the 
Regulations and the procedures approved by the Board. 

 

The key provisions applying to Economic Concentrations 

¢ƘŜ ǇǊƻǾƛǎƛƻƴǎ ƻŦ ǘƘŜ [ŀǿ ŀƴŘ ǘƘŜ wŜƎǳƭŀǘƛƻƴǎ Ƴƻǎǘ ǊŜƭŜǾŀƴǘ ǘƻ ǘƘŜ D!/Ωǎ ǊŜǾƛŜǿ ƻŦ 9ŎƻƴƻƳƛŎ 
Concentrations include, but are not limited to, the following:  

¶ Article 1 of the Law and Article 1 of the Regulations provide definitions of relevant 
terms.  The terms relevant for Economic Concentrations include: Economic 
Concentration, Economic Concentration Parties, Undertaking, Market, Relevant 
Market, and Dominant Position. Dominance is further defined in Article 10 of the 
Regulations. 

¶ Article 2 of the Law and Article 2 of the Regulations provide the objectives of the Law.  

¶ Article 3 of the Law and Articles 3 and 5 of the Regulations provide for the jurisdiction 
of the Law over undertakings and practices.   

¶ Article 3of the Law and Article 4 of the Regulations provide for certain wholly State-
owned establishments or companies which are solely authorized by the Government 
to provide a commodity in a particular field to be exempt from the Law in relation to 
that field. 

¶ Article 7 of the Law provides for the timing with which companies seeking to 
participate in an economic concentration transaction must notify the GAC in advance 
of completion if their total annual sales value exceeds certain thresholds. The 
notification thresholds are specified in Article 12 of the Regulations.  

¶ Article 9 of the Law provides that the Regulation will specify the notification 
procedures for Economic Concentrations, and Articles 14 to 18 of the Regulations 
specify those notification procedures.  

¶ Article 22 of the Regulations provides the objectives the GAC will pursue in assessing 
Economic Concentration Transactions and the factors the GAC will consider in its 
assessment.  

¶ Article 10 of the Law provides for the decisions that the GAC may make in relation to 
a duly notified Economic Concentration transaction, and Articles outlines 23 to 25 of 
the Regulations provide the procedure to be followed in relation to GAC decisions.  

¶ Article 11 provides that the undertakings participating in the Economic Concentration 
transactiƻƴ Ƴŀȅ ƴƻǘ ŎƻƳǇƭŜǘŜ ǘƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ǳƴƭŜǎǎ ƴƻǘƛŦƛŜŘ ōȅ D!/ ƻŦ D!/Ωǎ 
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approval in writing, or if ninety (90) days have passed since notification without 
appropriate notification from the GAC.  

¶ Article 8 of the Law and Article 26 of the Regulations provide for the circumstances in 
which the Board may, upon request of the undertaking and recommendation of a 
technical committee, the exempt an undertaking from the application of certain rules 
of the Law.  Articles 27 to 31 of the Regulations provide the procedures to be followed 
in relation to an exemption application.  

¶ Article 19 of the Law provides for the fines applying to certain violations of the Law, 
and Article 21 of the Law provides for other measures that the Board may take in case 
of a violation of the Law.  Articles 22 to 25 of the Law and Articles 45 to 53 of the 
Regulations provide for additional considerations and procedures in the application of 
such penalties and measures.  

 
 

The role of these guidelines: 
These guidelines specify how the Authority will implement the rules governing the control of 
economic concentrations and the general approach to the Authority's control and its 
enforcement in accordance with the Law and Regulations. The instructions described in this 
manual are not a substitute for the rules and regulations, and therefore it is recommended 
that you read these instructions in addition to the rules and regulations   
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Section 3 
When must an economic concentration be notified to the GAC? 
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The Competition Law and the Implementing Regulations 

An economic concentration must be notified to the GAC if the transaction falls under Article 
7 of the Competition Law, which provides that: 

Undertakings seeking to participate in an economic concentration transaction must 
inform GAC at least ninety (90) days before completion if the total annual sales value 
of the undertakings seeking to participate in the economic concentration exceeds the 
amount determined by the Regulations. 

Article 1 of the Competition [ŀǿ ŘŜŦƛƴŜǎ ŀƴ ά9ŎƻƴƻƳƛŎ /ƻƴŎŜƴǘǊŀǘƛƻƴέ ŀǎ ŦƻƭƭƻǿǎΥ 
Economic Concentration: Any act that results in the total or partial transfer of 
ownership of assets, rights, equity, shares, or obligations of an undertaking to another, 
or the joining of two or more administrations in a joint administration, in accordance 
with the rules and standards set by the Regulations. 

This definition is supplemented by Article 1 of the Implementing Regulations which further 
ŘŜŦƛƴŜǎ ŀƴ ά9ŎƻƴƻƳƛŎ /ƻƴŎŜƴǘǊŀǘƛƻƴέ ŀǎ Ŧƻƭƭƻǿǎέ 

Economic Concentration: Any action that results in a total or partial transfer of 
ownership of assets, rights, equity, stocks, shares, or liabilities of an undertaking to 
another by way of merger, acquisition, takeover, or the joining of two or more 
managements in a joint management, or any other form that leads to the control of 
an undertaking(s) including influencing its decision, the organization of its 
administrative structure, or its voting system. 

!ǊǘƛŎƭŜ м ƻŦ ǘƘŜ /ƻƳǇŜǘƛǘƛƻƴ [ŀǿ ŘŜŦƛƴŜǎ ŀƴ ά¦ƴŘŜǊǘŀƪƛƴƎέ ŀǎ ŦƻƭƭƻǿǎΥ 
Undertaking: Any natural or corporate person engaged in an economic activity. Such 
activity includes: Business, agricultural, industrial and service activities as well as 
purchase and sale of goods and services. 

Criteria for notification 

Following from the Competition Law, an economic concentration transaction must generally 
be notified to the GAC if it meets the following criteria: 

1. ¢ƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ƛǎ ŀƴ άŜŎƻƴƻƳƛŎ ŎƻƴŎŜƴǘǊŀǘƛƻƴέ ǿƛǘƘƛƴ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ ǘƘŜ 
Competition Law; 

2. The economic concentration has sufficient connection to the Kingdom so that the GAC 
has jurisdiction over the transaction; and 

3. The total annual sales value of the undertakings seeking to participate exceeds the 
amount specified in the Implementing Regulations.  

The Competition Law applies to all undertakings engaged in economic activity.   

¶ Section 5 ƻŦ ǘƘŜǎŜ DǳƛŘŜƭƛƴŜǎ ŜȄǇƭŀƛƴǎ ƛƴ ŘŜǘŀƛƭ ǿƘŀǘ ƛǎ ƳŜŀƴǘ ōȅ ŀƴ άǳƴŘŜǊǘŀƪƛƴƎέΦ   

¶ Section 5 ƻŦ ǘƘŜǎŜ DǳƛŘŜƭƛƴŜǎ ŜȄǇƭŀƛƴǎ ƛƴ ŘŜǘŀƛƭ ǿƘŀǘ ƛǎ ƳŜŀƴ ōȅ άŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅέΦ 
The economic conceƴǘǊŀǘƛƻƴ ǇǊƻǾƛǎƛƻƴǎ ŀǇǇƭȅ ǘƻ ŀƴ άŜŎƻƴƻƳƛŎ ŎƻƴŎŜƴǘǊŀǘƛƻƴέ ŀǎ ǘƘƛǎ ƛǎ 
defined in the Competition Law.  

¶ !ƴ άŜŎƻƴƻƳƛŎ ŎƻƴŎŜƴǘǊŀǘƛƻƴέ ǘŀƪŜǎ ǇƭŀŎŜ ǿƘŜǊŜ ǘƘŜǊŜ ƛǎ ōƻǘƘ όмύ ŀ ǘǊŀƴǎŦŜǊ ƻŦ 
ownership of a type specified in the definition or a joining of two or more 
managements, and (2) a change of control of one or more undertakings.  

¶ Section 5 ƻŦ ǘƘŜǎŜ DǳƛŘŜƭƛƴŜǎ ŜȄǇƭŀƛƴǎ ƛƴ ŘŜǘŀƛƭ ǿƘŀǘ ƛǎ ƳŜŀƴǘ ōȅ ŀƴ άŜŎƻƴƻƳƛŎ 
ŎƻƴŎŜƴǘǊŀǘƛƻƴέΦ   
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¶ Section 5 ƻŦ ǘƘŜǎŜ DǳƛŘŜƭƛƴŜǎ ŜȄǇƭŀƛƴǎ ƛƴ ŘŜǘŀƛƭ ǿƘŀǘ ƛǎ ƳŜŀƴǘ ōȅ άŎƻƴǘǊƻƭέ ŀƴŘ ŀ 
άŎƘŀƴƎŜ ƻŦ ŎƻƴǘǊƻƭέΦ 

¶ Section 5 of these Guidelines explains in detail how the economic concentration 
provisions apply to certain joint ventures.  

The Competition Law applies to behavior, including economic transactions, that has a 
ǎǳŦŦƛŎƛŜƴǘ ŎƻƴƴŜŎǘƛƻƴ ƻǊ άƴŜȄǳǎέ to the Kingdom.  

¶ Section 4 of these Guidelines explains in detail the circumstances in which there is a 
sufficient nexus to the Kingdom.  

The Competition Law exempts behavior, including economic concentrations, from the law 
under certain circumstances.  

¶ Section 4 of these Guidelines explains in detail the circumstances in which economic 
concentrations may be exempt from notification.  

An economic concentration that otherwise comes under the Competition Law must be 
notified if the total annual sales of the participating undertakings exceeds a certain threshold.  

¶ Section 6 of these Guidelines explains in detail how the notification thresholds will be 
assessed. 

Section 3 provides a summary flow chart outlining how it will generally be determined 
whether a transaction is notifiable.  

Notification is compulsory 

The GAC must be notified of any economic concentration that meets the criteria in the 
Competition Law.  
Where an economic concentration must be notified to the GAC, it is a violation of the 
Competition Law for the transaction to be completed unless the participating parties have 
ǊŜŎŜƛǾŜŘ ǘƘŜ D!/Ωǎ ŀǇǇǊƻǾŀƭ ƛƴ ǿǊƛǘƛƴƎ ƻǊ ƛŦ ƴƛƴŜǘȅ Řŀȅǎ ƘŀǾŜ ǇŀǎǎŜŘ ǎƛƴŎŜ ƴƻǘƛŦƛŎŀǘƛƻƴ ǿƛthout 
appropriate notification from the GAC.  
Article 19 of the Competition Law provides for the penalties that may be applicable in case of 
a violation of this rule.  
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Summary chart 

   
Is it an undertaking engaged 
in economic activity? 

See Section 4 

YES 
NO 

Transfer of ownership or 
joining of management? 

See Section 5 

YES 
NO 

Is there a change in control? See Section 5 

YES 
NO 

Is there a sufficient nexus to 
the KSA? 

See Section 4 

YES 
NO 

Is the transaction exempt 
from review? 

See Section 4 

NO 
YES 

Do total annual sales exceed 
notification threshold? 

See Section 6 

NO 

YES 
NO 

The transaction must be notified to the GAC Transaction is 
not notifiable 
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Section 4 
Over What Economic Concentrations does the Authority have 
jurisdiction? 
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The Competition Law and the Implementing Regulations 

Article 3 of the Competition Law explains the jurisdiction of the GAC under the Competition 
Law as follows: 

ά!ǊǘƛŎƭŜ оΥ 
1. Without prejudice to the provisions of other laws, the provisions of the Law 
shall apply to the following: 
a. All undertakings within the Kingdom. 
b. Practices occurring outside the Kingdom that have an adverse effect on fair 
competition within the Kingdom, in accordance with the provisions of the Law. 
2. Public establishments and state-owned companies shall be excluded from 
paragraph (1) of this Article if such establishments or companies are solely authorized 
by the Government to provide goods or services in a particular field. 
3. In the application of the provisions of the Law, GAC shall have inherent 
jurisdiction over any matters arising therefrom, which may be inconsistent or overlap 
with the jurisdictions of other governmental bodies. 
The Regulations shall specify the controls to be observed in the application of this 
!ǊǘƛŎƭŜΦέ 

!ǊǘƛŎƭŜ м ƻŦ ǘƘŜ /ƻƳǇŜǘƛǘƛƻƴ [ŀǿ ŘŜŦƛƴŜǎ ŀƴ άǳƴŘŜǊǘŀƪƛƴƎέ ǿƛǘƘƛƴ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ ǘƘŜ 
Competition Law as follows: 

ά¦ƴŘŜǊǘŀƪƛƴƎΥ !ƴȅ ƴŀǘǳǊŀƭ ƻǊ ŎƻǊǇƻǊŀǘŜ ǇŜǊǎƻƴ ŜƴƎŀƎŜŘ ƛƴ ŀƴ economic activity. Such 
activity includes: Business, agricultural, industrial and service activities as well as 
ǇǳǊŎƘŀǎŜ ŀƴŘ ǎŀƭŜ ƻŦ ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎΦέ 

The jurisdiction of the GAC under the Competition Law is further explained in Articles 3 and 4 
of the Implementing Regulations, which provide that: 

ά!ǊǘƛŎƭŜ оΥ  
The provisions of the Law and the Regulations shall apply to: 
1.  all undertakings within the Kingdom, which include: 
a. establishments and companies engaged in economic activities, whatever their legal 
forms, nationalities, and ownership; whether their license to practice the activity is still 
valid or otherwise; and whether they practice the licensed activity or a different one;  
b. an individual engaged in economic activity whether or not he is licensed to practice 
his activity; 
c. all forms of entities and groupings when engaged in economic activities; and 
d. electronic platforms and application, whether or not they are licensed to practice its 
activity; and 
2. behaviors and practices occurring outside the Kingdom when they have impact on 
domestic competition. In such cases, GAC may: 
a. assess the impact on competition within the Kingdom, whether the impact is 
existent or potential; 
b. take necessary measures and procedures or request the competent authorities 
to implement the same in order to stop or mitigate the impact of behaviors and 
practices occurring outside the Kingdom that have an adverse effect on competition 
within the Kingdom. 
Article 4:  
1. A wholly owned State establishment or company shall be exempted from the 
Law and the Regulations if it is solely authorized by the Government to provide a 
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commodity in a particular field. Such exception shall be effective only by a royal order 
or decree, a Council of Ministers' resolution, or a high order exclusively authorizing 
such establishment or company thereto. The provisions of the Law and the Regulations 
shall apply in fields other than the one in which it is solely authorized to provide the 
commodity. 
2. The exclusion indicated in paragraph (1) of this Article shall not preclude the 
enforcement of the provisions of the Law and the Regulations against an unexempted 
firm in cases where it participates with an exempted firm in violating the provisions of 
Article 5 of the Law. 
3. The provisions for reporting an economic concentration contained in the Law 
and the Regulations shall not apply to the parties intending to engage therein in cases 
where the acquiring party ς or the like ς is excluded under paragraph 1 of this Article. 

To which entities and persons does the law apply? 

The Competition Law, including the rules regarding the control of economic concentrations, 
applies to any undertaking, regardless of its legal form or the way in which it is financed, 
ŜƴƎŀƎŜŘ ƛƴ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅΦ ¢ƘŜǎŜ DǳƛŘŜƭƛƴŜǎ ǳǎŜ ǘƘŜ ǘŜǊƳ άǳƴŘŜǊǘŀƪƛƴƎέ ǘƻ ŘŜǎŎǊƛōŜ ǎǳŎƘ 
economic entities in accordance with the definition contained in Article 1 of the Competition 
[ŀǿΦ  Lƴ ǘƘƛǎ ǿŀȅΣ ǘƘŜ ǘŜǊƳ άǳƴŘŜǊǘŀƪƛƴƎέ ŀǎ ƛǘ ǳǎŜŘ ƛƴ ǘƘŜǎŜ DǳƛŘŜƭƛƴŜǎ ƛǎ ŀ ōǊƻŀŘŜǊ ŎƻƴŎŜǇǘ 
ǘƘŀƴ ǘƘŜ ǘŜǊƳ άŎƻƳǇŀƴȅέΣ ŀǎ ƛǘ ƛƴŎƭǳŘŜǎ ŎƻƳǇŀƴƛŜǎ ōǳǘ ŀƭǎƻ ƛƴŎƭǳŘŜǎ ŀƭƭ ƻǘƘŜǊ ŦƻǊƳǎ ƻŦ ŜƴǘƛǘƛŜǎ 
engaged in economic activity.  In particular, but without limitation, the Implementing 
Regulations provide that the Competition Law applies to:  

¶ all establishments and companies engaged in economic activity, irrespective of their 
legal forms, nationalities (place of incorporation and/or residence), irrespective of the 
type of economic activity in which they are engaged, and irrespective of their licensing 
requirements and status; 

¶ all individuals engaged in economic activity, irrespective of their licensing 
requirements and status; 

¶ all forms of entities and groupings engaged in economic activity; and 

¶ all electronic platforms and software applications, irrespective of their licensing 
requirements and status.  

The Competition Law is therefore of very wide application. The application of the Competition 
Law does not depend on the formal legal structure of an undertaking, or whether a license is 
required or is held by the undertaking.  The Competition Law applies to all undertakings 
engaged in economic activity, irrespective of their legal form.   
 

Hypothetical Example 1 
Mr. Mohammed and Mr. Hussain are both air conditioning specialists who work as sub-
contractors on small housing construction projects in the same part of Jeddah.  They are both 
very good at what they do and highly respected.  They also compete with each other fiercely 
for new projects.  Neither of the gentlemen has established a legal company or other entity: 
both work as sole traders, as natural persons under their own names.  
One weekend, the two gentlemen meet at a coffee shop.  Mr. Mohammed tells Mr. Hussain 
that they ought to increase their prices and stop competing so hard. Mr. Hussain mentions 
something about a new competition law, enforced on the 25th of September 2019,  and says 
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that it might be illegal for them to agree not to compete.  Mr. Mohammed replies that they 
ŘƻƴΩǘ ƘŀǾŜ ǘƻ ǿƻǊǊȅΣ ŀǎ ǘƘŜȅ ŘƻƴΩǘ ƘŀǾŜ ŎƻƳǇŀƴƛŜǎ ŀƴŘ ǎƻ ǘƘŜ ƭŀǿ ŘƻŜǎƴΩǘ ŀǇǇƭȅΦ  
Mr. Mohammed is wrong and Mr. Hussain is correct.  The Competition Law applies to all forms 
of undertakings (as defined widely under the Competition Law), irrespective of the legal form 
of the undertaking, and including individuals engaged in economic activity whether or not 
they are licensed to practice their economic activity.  Both Mr. Mohammed and Mr. Hussain 
are engaged in economic activity, which means that their discussions about their business 
activities will generally fall under the Competition Law.  Mr. Mohammed is suggesting an 
agreement between competitors that may be anti-competitive and thereby may be contrary 
to the law.  The fact that they are both engaged in economic activity as natural persons, rather 
than as companies, does not alter the extent to which they are both subject to the 
Competition Law.  
 

 

9ƴƎŀƎŜŘ ƛƴ άŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘƛŜǎέ 

The key concept in determining whether or not the Competition Law applies is whether or 
not the unŘŜǊǘŀƪƛƴƎ ƛǎ ŜƴƎŀƎŜŘ ƛƴ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅΦ  ¢ƘŜ D!/ ŎƻƴǎƛŘŜǊǎ ǘƘŀǘ άŜŎƻƴƻƳƛŎ 
ŀŎǘƛǾƛǘȅέ ƛǎ ŀ ǿƛŘŜ ŎƻƴŎŜǇǘ ŀƴŘ ǊŜŦŜǊǎ ǘƻ ŀƴȅ ŀŎǘƛǾƛǘȅ ŎƻƴǎƛǎǘƛƴƎ ƻŦ ƻŦŦŜǊƛƴƎ ǇǊƻŘǳŎǘǎ ƻǊ ǎŜǊǾƛŎŜǎ 
in a market. It is not necessary that the activity earn a profit or be intended to earn a profit; 
this means that charities or other not-for-profit entities offering products or services in a 
market are in principle subject to the Competition Law.  It is also not necessary that the 
undertaking charges a price for the specific product or service being offered; this means that 
when a product or service is offered in a market, even it is offered for free (e.g. by a charity), 
the activity is in principle subject to the Competition Law.   
 

Hypothetical Example 2 
Hyper Co is a supermarket in an area of Hail. The store manager has the long-standing practice 
of rewarding his regular customers by giving a free 24-pack of bottled water upon request to 

every customer who has had a store loyalty card for over 12 months.ΟThere is no suggestion 
that the store manager is doing anything contrary to the Competition Law by giving his regular 
customers water. However, the fact that he is giving the water away for free does not mean 
that the practice is not subject to the Competition Law. There is a market for bottled water, 
because people routinely buy and sell bottled water. The store manager is offering bottled 
water into that market, even if he is giving it away for free on occasion. The store manager is 
therefore engaged in economic activities when giving away the water. There is no reason to 
believe that an anti-competitive effect would result in this case, but the mere fact that the 
store manager is giving away the water does not mean that the conduct is not covered by the 
Competition Law. 

 
 
 
An undertaking may be engaged in economic activities for certain of its activities, but not be 
engaged in economic activities for other of its activities.  The undertaking is subject to the 
Competition Law in relation to all of its economic activities.  
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Hypothetical Example 3 
Hail United is a local community football club for young boys in a particular area of Hail.  It 
operates on a purely voluntary basis, and it is a non-profit club whose sole purpose is to 
provide a way for the boys of the neighborhood to enjoy playing football with their friends.  
¢ƘŜ ŎƭǳōΩǎ ǾŜǊȅ ƳƻŘŜǎǘ Ŏƻǎǘǎ ŀǊŜ ŎƻǾŜǊŜŘ ōȅ ǎŀƭŜǎ ƻŦ ƳŀǘŎƘ ǇƘƻǘƻƎǊŀǇƘǎ ǘƘŀǘ ǘƘŜ Ŏƭǳō 
president takes on behalf of the club; he reimburses himself for the photograph printing costs 
and then places all of the rŜƳŀƛƴƛƴƎ ǎŀƭŜǎ ǇǊƻŎŜŜŘǎ ƛƴǘƻ ǘƘŜ ŎƭǳōΩǎ ǎƳŀƭƭ ōǳŘƎŜǘΦ   
¢ƘŜ ŎƭǳōΩǎ ŀŎǘƛǾƛǘƛŜǎ ƻƴ ǘƘŜ Ŧƻƻǘōŀƭƭ ǇƛǘŎƘ ŀǊŜ ƴƻǘ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘƛŜǎ ǿƛǘƘƛƴ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ 
the Competition Law, and are therefore not subject to the Competition Law.   
 
IƻǿŜǾŜǊΣ ǘƘŜ ŎƭǳōΩǎ ǎŀƭŜǎ ƻŦ ǇƘƻǘƻƎǊŀǇƘǎ ŀǊŜ ǘƘŜ ǎǳǇǇƭȅ ƻŦ ŀ ǇǊƻŘǳŎǘ όǇƘƻǘƻƎǊŀǇƘǎύ ƛƴǘƻ ŀ 
market.  This is not affected by the fact that the photographs are the activities of a non-profit 
organization.  There is no suggestion that the sales of the photographs are in any way contrary 
to the Competition Law.  However, they are economic activity within the meaning of the 
Competition Law and are therefore subject to the Competition law.   
 

 
The GAC considers that an individual offering products or services as a supplier in a market is 
engaged in economic activities within the meaning of the Competition Law.  However, the 
GAC also considers that a final consumer acting in his or her capacity as a final consumer of 
goods or services is not engaged in economic activities and is therefore not subject to the 
Competition Law in relation to his or her activities as a final consumer.  However, it should be 
noted that a final consumer may nevertheless file a complaint to the GAC about the conduct 
of a firm that may have committed a violation of the Competition Law.  
 

Hypothetical Example 4 
Mr. Mohammed is a builder of individual houses operating in the Hail region as a sole trader. 
During the day, he engages in a range of different activities, including construction work, 
buying building supplies, hiring contract workers to help him in with his construction projects, 
and obtaining payment from his clients. In the evening, on his way home to his family, he 
stops at the local hardware store to buy a new sink to install in the kitchen at his home. He 
ǘƘŜƴ ŀƭǎƻ ǎǘƻǇǎ ŀǘ ǘƘŜ ǎǳǇŜǊƳŀǊƪŜǘ ǘƻ ōǳȅ ǎƻƳŜ ƳŜŀǘ ŀƴŘ ǾŜƎŜǘŀōƭŜǎ ŦƻǊ Ƙƛǎ ŦŀƳƛƭȅΩǎ ŘƛƴƴŜǊΦ

ΟWhen Mr. Mohammed is working in his profession as a builder, he is offering his services in 
a market. He is therefore engaged in economic activities within the meaning of the 
Competition Law. All of his different activities undertaken in connection with these economic 

activities are therefore subject to the Competition Law.Π 

 
However, when Mr. Mohammed goes shopping at the hardware store and supermarket, he 
ƛǎ ǇǳǊŎƘŀǎƛƴƎ ƛǘŜƳǎ ŦƻǊ Ƙƛǎ ŀƴŘ Ƙƛǎ ŦŀƳƛƭȅΩǎ ǳǎŜ ŀǎ Ŧƛƴŀƭ ŎƻƴǎǳƳŜǊǎΦ Iƛǎ ǇŜǊǎƻƴŀƭ ǎƘƻǇǇƛƴƎ 
activities are not economic activities within the meaning of the Competition Law, and these 

personal shopping activities are therefore not subject to the Competition Law.ΟThe hardware 
store and supermarket where Mr. Mohammed stops on his way home are, however, offering 
goods and services in a market. The hardware store and supermarket therefore are engaged 
in economic activities and subject to the Competition Law, even if Mr. Mohammed is not 

when is shopping in those stores as a final consumer.Π 
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Exemption of certain public establishments and state-owned companies 

The Competition Law does not apply to certain public establishments and state-owned 
companies. Specifically, Article 3(2) of the Competition Law provides that public 
establishments and state-owned companies are exempted from the application of the 
Competition Law if those public establishments and state-owned companies are solely 
authorized by the Government to provide goods or services in a particular field.   
This exemption only applies to a public establishment or state-owned company if that 
establishment or company has been granted sole authorization to supply a good or service in 
a particular field.  The GAC considers that this exemption therefore only applies where the 
public establishment or state-owned company has a government-granted monopoly on the 
provision of the good or service.   
 

Hypothetical Example 5 
Sugarco is a retail supplier of sugar.  It is wholly owned by the Government of the Kingdom.  
In reaction to certain developments in the international trading system, Sugarco becomes the 
sole authorized retailer of sugar in the Kingdom by royal order.  As Sugarco is a company 
wholly owned by the State, and has been given the sole authorization to supply sugar in the 
Kingdom by royal order, Sugarco is exempt from the operations of the Competition Law in 
respect of its supply of sugar.   
 
The Competition Law does not apply to Sugarco in relation to its economic activities in the 
sale of sugar.  
 

 
Article 4 of the Implementing Regulations further explains that this exemption only applies to 
public establishments and state-owned companies (having been solely authorized by the 
Government to provide goods or services in a particular field) that are wholly owned by the 
State. The GAC considers that this means that this exemption cannot apply to public 
establishments and state-owned companies in which the Government has only a partial 
shareholding, or which the Government otherwise only partially controls.  
 

Hypothetical Example 6 
Subsequently, Sugarco takes a small step towards private ownership through the sale of 10% 
of the shares in Sugarco to private investors.  Sugarco remains the sole authorized seller of 
sugar in the Kingdom.  After the sale of shares, Sugarco is now 90% owned by the State.  As a 
result, Sugarco is now no longer wholly owned by the State.  This means that Sugarco can no 
longer benefit from the exemption for certain public establishments and state-owned 
companies, even though it remains the authorized monopoly seller of sugar.   
Sugarco is now subject to the Competition Law in respect of its economic activities in the sale 
of sugar.  
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Article 4 of the Implementing Regulations clarifies that the exemption only applies where the 
granting of such an exclusive authorization or monopoly has been effected by a royal order 
or decree, a resolution of the Council of Ministers, or High Order.  
 

Hypothetical Example 7 
Saltco is a company wholly owned by the State.  It is the only producer of salt for cooking and 
industrial purposes in the Kingdom.  It is a very efficient producer of salt at its facility on the 
Red Sea.  It also benefits from very favorable licensing treatment which means that no 
competing salt producer has ever been established or will likely be established in the future 
in the Kingdom.  Moreover, because of very high government import tariffs on salt, there are 
currently no imports of salt into the Kingdom, and no imports are likely in the foreseeable 
future.  
 
Saltco is a wholly-owned state-owned company.  It is also the only producer of salt in the 
Kingdom, because of a combination of high productive efficiency and certain favorable 
government policies.  However, there has never been a royal decree or other comparable 
government instrument granting Saltco the exclusive authorization to sell salt in the Kingdom.  
As a result, Saltco does not benefit from the exemption.  
Saltco is subject to the Competition Law.  
 

 
The exemption only applies in respect of those goods and services for which exclusive 
authorization to sell those goods and services has been granted.  It does not apply in respect 
ƻŦ ŀƴȅ ƻŦ ǘƘŜ ŜǎǘŀōƭƛǎƘƳŜƴǘΩǎ ƻǊ ŎƻƳǇŀƴȅΩǎ ƻǘƘŜǊ ŀŎǘƛǾƛǘƛŜǎ ŦƻǊ ǿƘƛŎƘ ƴƻ ŜȄŎƭǳǎƛǾŜ ǎŀƭŜǎ 
authorization has been granted.   
 

Hypothetical Example 8 
At the same time that Sugarco was initially granted its government-authorized monopoly on 
the sale of sugar, it was also instructed by royal decree to begin supplying other staple food 
items, in particular flour and cooking oil. However, Sugarco was not granted any form of 
exclusive authorization regarding these other goods, and it commenced supplying flour and 
cooking oil in competition with the previously existing, private sector suppliers of those staple 
food items.   
Sugarco was granted exclusive sales authorization in respect of the sale of sugar.  Sugarco is 
therefore exempted from the Competition Law in relation to its economic activities in the 
market for sugar.   
 
However, Sugarco was not granted exclusive sales authorization in respect of any other goods 
or services, even though it was instructed by the Government to commence sales of those 
products (flour, cooking oil).  As a result, Sugarco does not benefit from the exemption in 
relation to its activities in the markets for those other products.   
Sugarco is not subject to the Competition Law in relation to its sales of sugar, but it is subject 
to the Competition Law in relation to its sales of flour and cooking oil.   
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In the case of an Economic Concentration, where the acquiring party  is exempt from the Law 
under Article 3 of the Competition Law and Article 4 of the Implementing Regulations, the 
Law does not apply to the Economic Concentration.  This means that the Economic 
Concentration does not need to be notified to the GAC.   
 

Hypothetical Example 9 
Sugarco sells sugar to retail and industrial consumers. It is wholly owned by the Government 
of the Kingdom, and has been given the sole authorization to supply sugar in the Kingdom by 
royal order. Sugarco is therefore exempt from the operations of the Competition Law in 
respect of the supply of sugar.  
Sweetco is a privately-owned sugar retailer. Sugarco wishes to acquire Sweetco, and the 
shareholders of Sweetco agree.   
Because Sugarco is the acquiring firm, and it is exempt from the Competition Law in relation 
to its activities in the market for sugar, the acquisition is not subject to the Competition Law. 
The acquisition does not need to be notified to the GAC.  
 

Undertakings inside and outside the Kingdom 

The Competition Law applies to all undertakings inside the Kingdom. It also applies to 
ǳƴŘŜǊǘŀƪƛƴƎǎ ƻǳǘǎƛŘŜ ǘƘŜ YƛƴƎŘƻƳ ǿƘŜǊŜ ǘƘƻǎŜ ǳƴŘŜǊǘŀƪƛƴƎǎΩ ŀŎǘƛǾƛǘƛŜǎΣ ƛƴŎƭǳŘƛƴƎ ŀƴ 
Economic Concentration, may have an effect on a market in the Kingdom.   
Article 3 of the Competition Law and Article 3 of the Implementing Regulation together 
provide that the Competition law applies to all undertakings inside the Kingdom.  As it was 
previously explained , this application does not depend on the legal form of the relevant  
undertaking.  It is sufficient that the undertaking, regardless of its legal form, be engaged in 
economic activities.   
 

Hypothetical Example 10 
Alif Co is a manufacturer of chemical precursors incorporated in Saudi Arabia, with its main 
headquarters and manufacturing facilities ƛƴ 5ŀƳƳŀƳΦ .ŀΩ /ƻ ƛǎ ŀ ƳŀƴǳŦŀŎǘǳǊŜǊ ƻŦ 
complementary chemical precursors; it is also incorporated in Saudi Arabia, and has its main 
ƻǇŜǊŀǘƛƻƴǎ ŎŜƴǘŜǊŜŘ ŀǊƻǳƴŘ WŜŘŘŀƘΦ  !ƭƛŦ /ƻ ŀƴŘ .ŀΩ /ƻ ƴƻǿ ǿƛǎƘ ǘƻ ƳŜǊƎŜΦ  
Both companies are clearly undertakings inside the Kingdom within the meaning of the 
Competition Law.  Their conduct is therefore subject to and within the jurisdiction of the 
Competition Law.  
!ƭƛŦ /ƻ ŀƴŘ .ŀΩ /ƻ Ƴǳǎǘ ƴƻǘƛŦȅ ǘƘŜƛǊ ƳŜǊƎŜǊ ǘƻ ǘƘŜ D!/ ƛŦ ǘƘŜ ƻǘƘŜǊ ǊŜǉǳƛǊŜƳŜƴǘǎ ŦƻǊ 
mandatory merger notification are fulfilled 90 days prior.  
 

 
¶ The Competition Law also applies to undertakings outside the Kingdom, where their 

conduct outside the Kingdom may have an effect on a market in the Kingdom. Article 

3 of the Implementing Regulation further provides that the GAC may assess the effect, 

actual or potential, of such conduct outside the Kingdom on a market inside the 

Kingdom.  
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¶ The GAC will require economic concentrations taking place outside the Kingdom to be 

notified where there is a sufficient nexus between the economic concentration and a 

market inside the Kingdom. Pursuant to the Competition Law and the Implementing 

Regulations, this nexus is established where the foreign conduct (including economic 

concentrations among foreign  undertakings) may have an effect on a market inside 

the Kingdom. Such economic concentrations among foreign undertakings are subject 

to the Article 7 of the Competition Law and must therefore in general be notified if 

the other relevant criteria for required notification are also fulfilled.   

¶ The GAC will consider that there is sufficient effect on a market in the Kingdom where 

that potential effect is direct, substantial and reasonably foreseeable. The GAC will 

consider that there is sufficient effect on a market in the Kingdom where that potential 

effect is direct, substantial, and reasonably foreseeable. Any conduct that has such a 

direct, substantial, and reasonably foreseeable effect on a market in the Kingdom, 

ƛƴŎƭǳŘƛƴƎ ŀƴ ŜŎƻƴƻƳƛŎ ŎƻƴŎŜƴǘǊŀǘƛƻƴΣ ƛǎ ǎǳŦŦƛŎƛŜƴǘ ǘƻ ŜǎǘŀōƭƛǎƘ ǘƘŜ YƛƴƎŘƻƳΩǎ 

jurisdiction over the conduct in accordance with the Competition Law. In the interests 

of international comity, the GAC will in general not consider that there is sufficient 

effect on a market where the foreign conduct (including economic concentrations) 

does not meet these criteria.Π For clarity, a direct effect is not limited to direct sales 

and may take place by way of indirect sales (e.g. sales by way of a distributor).  

¶ The GAC will also look to whether the actual or potential effect on competition is 

substantial. This requires that the effect take place on a market in Saudi Arabia. The 

GAC considers that this test will generally mean that jurisdiction is established where 

the actual or potential effect of the conduct on a market inside the Kingdom is more 

than trivial. This test for substantiality is not the same as the competition test for 

determining whether an economic concentration is permissible under the 

Competition Law; in the general case, the threshold for establishing jurisdiction will 

be lower and require less evidence than the threshold for determining the 

permissibility of an economic concentration. 

¶ The GAC will also look to whether the potential effects on a market are reasonably 

foreseeable.  In the general case, this will mean that the effect of the foreign conduct 

(including an economic concentration) can be reasonably foreseen and is more than 

merely speculative.   

¶ In general, the GAC will consider it to be sufficient to establish a nexus if one or more 

of the foreign undertakings has sales in Saudi Arabia.  However, sales in the Kingdom 

are not necessary to establish a sufficient nexus to a market in the Kingdom. An 

economic concentration (or other conduct) among foreign undertakings may have an 

effect on competition in the Kingdom where those firms are active in Saudi Arabia, or 

may potentially be active in markets in Saudi Arabia, or are active (or may potentially 

be active) in foreign markets that are sufficiently closely connected to markets in Saudi 

Arabia.  It will be sufficient for competitive outcomes inside the Kingdom, as seen 

through the impact on prices, quality, or other dimensions of competition, to be 

affected in a sufficiently proximate way. 
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¶ The existence of a sufficient nexus to a market in the Kingdom in a particular case will 

be considered by the GAC on a case-by-case basis.  Parties are encouraged to approach 

the GAC for discussions in cases of doubt.   

 
 

Hypothetical Example 9 
Alphaco is a Swiss manufacturer of turbines for electricity generation. Betaco is a Mexican 
manufacturer of turbines and other machinery associated with electricity generation and 
transmission.  Neither Alphaco nor Betaco has an office, staff, or other indicators of any 
permanent business presence inside the Kingdom. However, Alphaco has previously sold 
turbines to a Saudi electricity generation company, and Betaco has previously bid 
(unsuccessfully) to sell transmission wires to another Saudi electricity provider.  Alphaco now 
wishes to acquire Betaco.   
Neither Alphaco nor Betaco has any territorial or business presence connection with the 
Kingdom.  As a result, neither company is inside the Kingdom within the meaning of the 
Competition Law.  However, both companies have made sales into the Kingdom (in the case 
of Alphaco) or attempted to make sales into the Kingdom (in the case of Betaco).  Their 
commercial activities therefore clearly indicate a potential direct effect on competition in the 
relevant markets in the Kingdom.  In addition, even if the parties had not attempted to sell 
into the Kingdom, their merger would be likely to have a direct effect on the world-wide 
market for electricity generation and similar equipment, which may have a direct, causal 
effect on the prices for such equipment within the Kingdom.  Moreover, the potential effect 
would clearly be appreciable and more than trivial.  Finally, the effect would be reasonably 
foreseeable.   
As a result, the economic concentration would have a sufficient connection to the Kingdom 
through an effect on a market in the Kingdom.   
Alphaco and Betaco must notify their merger to the GAC if the other requirements for 
mandatory merger notification are fulfilled. 
 

 
 

Hypothetical Example 10 
5ŀǾŜΩǎ tǊƻŘǳŎŜ ŀƴŘ aƛƪŜΩǎ aŀǊƪŜǘ ŀǊŜ ǘƘŜ ǘǿƻ ƭŀǊƎŜǎǘ ƎǊƻŎŜǊȅ ǊŜǘŀƛƭƛƴƎ ƻǇŜǊŀǘƛƻƴǎ ƛƴ !ǳƎǳǎǘŀΣ 
Maine, USA.  Both consist of a single large store; both have been family-run operations for 
ƎŜƴŜǊŀǘƛƻƴǎΣ ǿƛǘƘ ƴƻ ƻǘƘŜǊ ǎǳōǎƛŘƛŀǊƛŜǎ ƻǊ ŀǎǎƻŎƛŀǘŜŘ ŎƻƳǇŀƴƛŜǎΦ  5ŀǾŜΩǎ tǊƻŘǳŎŜ ōǳȅǎ ŀ ǾŜǊȅ 
ǎƳŀƭƭ ǉǳŀƴǘƛǘȅ ƻŦ ŘŀǘŜǎ ŦǊƻƳ ŀ ǎƳŀƭƭ {ŀǳŘƛ !Ǌŀōƛŀƴ ŜȄǇƻǊǘŜǊ ƻƴŎŜ ŀ ȅŜŀǊΣ ŀƴŘ aƛƪŜΩǎ aŀǊƪŜǘ 
sources nothing from any Saudi Arabian exporters.  Neither store delivers or actively sells 
outside the town of Augusta.  
5ŀǾŜΩǎ tǊƻŘǳŎŜ ŀƴŘ aƛƪŜΩǎ aŀǊƪŜǘ ƴƻǿ ǿƛǎƘ ǘƻ ƳŜǊƎŜΦ  ¢ƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ CŜŘŜǊŀƭ ¢ǊŀŘŜ 
Commission is investigating the merger as it may have an effect on local competition in their 
town in Maine.  The companƛŜǎΩ ƭŀǿȅŜǊǎ ŘƛǎŎǳǎǎ ǿƛǘƘ ǘƘŜƳ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǊƎŜǊ ǎƘƻǳƭŘ ŀƭǎƻ 
be notified in other jurisdictions outside the USA, including possibly in the Kingdom of Saudi 
Arabia.  
The merger would be unlikely to have a direct impact on any market in the Kingdom.  Neither 
grocery store sells into the Kingdom, or could be reasonably likely to commence sales into the 
Kingdom.  Moreover, there does not appear to be a sufficient direct causal nexus between 
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competitive outcomes in the local grocery retail market in Augusta and any market in the 
YƛƴƎŘƻƳΦ  5ŀǾŜΩǎ aŀǊƪŜǘ ǇǳǊŎƘŀǎŜǎ ŀ ǎƳŀƭƭ ŀƳƻǳƴǘ ƻŦ ŀ {ŀǳŘƛ !Ǌŀōƛŀƴ ǇǊƻŘǳŎǘ ŜǾŜǊȅ ȅŜŀǊΣ 
but in quantities so small that a substantial effect on a Saudi market is unlikely.   
As a result, there appears to be insufficient connection between the economic concentration 
and any market in the Kingdom for a nexus to be established.  This means that the merger 
ōŜǘǿŜŜƴ 5ŀǾŜΩǎ tǊƻŘǳŎŜ ŀƴŘ aƛƪŜΩǎ aŀǊƪŜǘ ŘƻŜǎ ƴƻt come within the jurisdiction of the 
Competition Law.  
5ŀǾŜΩǎ tǊƻŘǳŎŜ ŀƴŘ aƛƪŜΩǎ aŀǊƪŜǘ Řƻ ƴƻǘ ƴŜŜŘ ǘƻ ƴƻǘƛŦȅ ǘƘŜƛǊ ǘǊŀƴǎŀŎǘƛƻƴ ǘƻ ǘƘŜ D!/Φ  
 

 
 
 
  



 
 
 

Merger Review Guidelines 23 

 
 
Section 5 
What is an economic concentration? 
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The Competition Law and the Implementing Regulations 

¢ƘŜ ƳŜǊƎŜǊ ŎƻƴǘǊƻƭ ǇǊƻǾƛǎƛƻƴǎ ƻŦ ǘƘŜ /ƻƳǇŜǘƛǘƛƻƴ [ŀǿ ŀǇǇƭȅ ǿƘŜƴŜǾŜǊ ǘƘŜǊŜ ƛǎ ŀƴ ά9ŎƻƴƻƳƛŎ 
/ƻƴŎŜƴǘǊŀǘƛƻƴέΦ  ¢ƘŜ [ŀǿ ŀƴŘ ǘƘŜ LƳǇƭŜƳŜƴǘƛƴƎ wŜƎǳƭŀǘƛƻƴǎ ǘƻƎŜǘƘŜǊ ŘŜŦƛƴŜ ŀƴ 9ŎƻƴƻƳƛŎ 
Concentration as any action that results in a total or partial transfer of ownership of assets, 
rights, equity, stocks, shares, or liabilities of an undertaking to another by way of merger, 
acquisition, takeover, or the joining of two or more managements in a joint management, or 
any other form that leads to the control of an undertaking including influencing its decision, 
the organization of its administrative structure, or its voting system.  
¢ƘŜ ǘŜǊƳ άǳƴŘŜǊǘŀƪƛƴƎέ ƛƴ ǘƘƛǎ ŎƻƴǘŜȄǘ ƛǎ ƴƻǘ ƭƛƳƛǘŜŘ ōȅ ǘƘŜ ƭŜƎŀƭ ŦƻǊƳ ƻŦ ǘƘŜ ǊŜƭŜǾŀƴǘ ŜƴǘƛǘƛŜǎ 
but in principle includes companies, other forms of private entities, public bodies, and natural 
persons. 

An Economic Concentration takes place where there is a change of control 

An Economic Concentration takes place where there is a change in control or decisive 
influence over a relevant undertaking on a lasting basis.  Such control may be acquired by one 
undertaking acting alone or by several undertakings acting jointly. 
Such a change in control or decisive influence can take place through different means and can 
take many different forms.  The change in control can take place through various means, 
including but not limited to the following:  

¶ A merger, when, for example, two or more previously independent undertakings 
amalgamate into a new undertaking, and the previously independent undertakings 
cease to exist as separate legal undertakings; 

¶ An acquisition or takeover, when, for example one previously independent 
undertaking acquires and absorbs another previously independent undertaking; 

¶ An economic or management amalgamation of two different undertakings into a 
single undertaking, when, for example, the previously independent undertakings 
continue to exist as separate legal undertakings, but they are factually amalgamated 
into a single undertaking. 

¶ One of more undertakings acquires direct or indirect control of the whole or part of 
one of more undertakings; or 

¶ Other arrangements that bring the previously independent undertakings together 
under common or joint control.  

An Economic Concentration takes place where there is a relevant change of control 
concerning an undertaking engaged in economic activity.  Where the transaction involves the 
sale (or similar) of a mere asset, without there being a change of control concerning an 
undertaking engaged in economic activity, the transaction is in general not notifiable.  

What is control? 

Control is the ability to exercise decisive influence 
ά/ƻƴǘǊƻƭέ ƻǾŜǊ ŀƴ ǳƴŘŜǊǘŀƪƛƴƎ ƛǎ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ŜȄŜǊŎƛǎŜ ŘŜŎƛǎƛǾŜ ƛƴŦƭǳŜƴŎŜ ƻǾŜǊ ǘƘŜ 
undertaking. Control may be exercised solely or jointly.  Control, whether solely or jointly, 
exists in relation to an undertaking within the meaning of the Competition Law where one 
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undertaking has the right or ability to exercise decisive influence over the other undertaking 
with regard to the activities of the other undertaking, including the ability to determine or 
ŘŜŎƛǎƛǾŜƭȅ ƛƴŦƭǳŜƴŎŜ ǘƘŜ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ǎǘǊŀǘŜƎƛŎ ƻǊ ƻǇŜǊŀǘƛƻƴŀƭ ŘŜŎƛǎƛƻƴǎΦ   {ǳŎƘ ŘŜŎƛǎƛǾŜ 
influence constituting control refers to the power to determine decisions relating to the 
ǎǘǊŀǘŜƎƛŎ ŎƻƳƳŜǊŎƛŀƭ ōŜƘŀǾƛƻǊ ƻŦ ŀƴ ǳƴŘŜǊǘŀƪƛƴƎΣ ǎǳŎƘ ŀǎ ǘƘŜ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ōǳŘƎŜǘΣ ōǳǎƛƴŜǎǎ 
plan, major investments, or the appointment of senior management.  

Hypothetical Example 1 
ABC Pty Ltd is a Saudi Arabian telecommunications company headquartered in Riyadh.  DEF 
Pty Ltd is a small start-up provider of an innovative messaging technology, incorporated in 
Saudi Arabia and also headquartered in Riyadh. DEF is owned in equal shares by the 4 school 
friends who founded the company and developed its technology. ABC and DEF agree during 
friendly discussions that ABC will acquire all the shares in DEF from its founders, in exchange 
for the DEF owners receiving a mixture of cash and shares (30% each) in ABC.  
The acquisition results in a change of control over DEF Pty Ltd through a transfer of ownership 
of the shares in DEF.  Previously, the 4 founders of DEF jointly controlled DEF; after the 
transaction, ABC Pty Ltd controls DEF.  
There is therefore a change of control within the meaning of the Competition Law.  
 

 

Hypothetical Example 2 
Beta Tech Pty Ltd is a start-up provider of telecommunications technology, incorporated in 
Saudi Arabia and headquartered in Jeddah.  Beta Tech is owned by two undertakings. 80% of 
the shares iƴ .Ŝǘŀ ¢ŜŎƘ ŀǊŜ ƻǿƴŜŘ ōȅ ǘƘŜ ŦƻǳƴŘŜǊΩǎ ŦŀƳƛƭȅ ŎƻƳǇŀƴȅΣ ǿƘƛŎƘ ǘƘŜ ŦƻǳƴŘŜǊ 
controls entirely.  20% of the shares in Beta Tech are owned by a private equity fund, CKM 
Capital, which is headquartered in Vanuatu.  All of the shares have equal voting power.   
The new technology developed by Beta Tech has become sufficiently commercially 
ƳŀǊƪŜǘŀōƭŜ ǘƘŀǘ ǘƘŜ ŦƻǳƴŘŜǊ ƴƻǿ ǿƛǎƘŜǎ ǘƻ άŎŀǎƘ ƻǳǘέ ǇŀǊǘ ƻŦ ǘƘƛǎ Ŝǉǳƛǘȅ ŀƴŘ ŜƴƧƻȅ ǘƘŜ ƎƻƻŘ 
life.  The founder and CKM Capital agree that CKM Capital will acquire 60% of the shares in 
Beta Tech from the founder for a large amount of cash.  As a result, after the transaction CKM 
Capital will own 80% of the shares in Beta Tech and the founder will own 20% of the shares 
in Beta Tech.  
Prior to the transaction, the founder had sole control over Beta Tech through her ownership 
of the majority of the voting rights in the company. The shareholding majority was sufficient 
that the founder could exercise full decisive influence over the company at any time.  After 
the transaction, CKM Capital obtained full decisive influence over Beta Tech.  
There was therefore a change of control within the meaning of the Competition Law.  
 

Control is the ability to control, not the actual exercise of control 
Control is the ability ǘƻ ŜȄŜǊŎƛǎŜ ǎǳŎƘ ƛƴŦƭǳŜƴŎŜ ƻǾŜǊ ŀƴ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ŘŜŎƛǎƛƻƴǎΤ ƛǘ ƛǎ ƴƻǘ 
necessary to show that the decisive influence is or will be actually exercised. However, the 
possibility of exercising that influence must be effective.  
 
 

Hypothetical Example 3 
BVI Holdings Ltd is an international conglomerate with ownership interests in many different 
sectors and its headquarters in the British Virgin Islands.  BVI Holdings generally allows local 
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management of its different subsidiaries to operate independently and without significant 
close oversight. ABC Pty Ltd is a Saudi Arabian telecommunications provider, operated by 
local management, which is appointed and overseen by a board consisting of 12 directors. 
BVI Holdings owns 67% of the voting shares in ABC and has the right to appoint 8 of the 12 
ŘƛǊŜŎǘƻǊǎ ƻƴ !./Ωǎ ōƻŀǊŘΦ ¢ƘŜ ǊŜƳŀƛƴƛƴƎ оо҈ ƻŦ ǘƘŜ ǾƻǘƛƴƎ ǎƘŀǊŜǎ ƛƴ !./ ŀǊŜ ƻǿƴŜŘ ōȅ п {ŀǳŘƛ 
investors in roughly equal proportions; each Saudi investor has the right to appoint 1 of the 
ABC directors.  Since ABC commenced operations in 2010, BVI Holdings has always nominated 
independent Saudi investors to be its 8 directors and has permitted those directors complete 
ŦǊŜŜŘƻƳ ǘƻ ƳŀƪŜ ŘŜŎƛǎƛƻƴǎ ǿƛǘƘƛƴ ǘƘŜ ƻǾŜǊŀǊŎƘƛƴƎ ƳŀƴŘŀǘŜ ƻŦ ƳŀȄƛƳƛȊƛƴƎ !./Ωǎ ǊŜǘǳǊƴǎ ǘƻ 
equity and enterprise value, and has never instructed those directors in respect of any specific 
operational or strategic decisions.   
BVI Holdings nevertheless has control over ABC because BVI Holdings has the ability to 
exercise majority control over ABC through its majority shareholding and its control of the 
board of directors through its right to appoint the majority of the directors.  Its control is not 
negated merely because it has never closely exercised its control; BVI Holdings could exert its 
effective control at any moment that it wishes to, even if it has not done so in the past.   
BVI Holdings therefore controls ABC within the meaning of the Competition Law.  
 

 

Hypothetical Example 4 
XYZ Manufacturing Ltd is a manufacturing company based in Riyadh with smaller branches 
throughout the Kingdom. It is wholly owned by three undertakings: Panco Holdings Ltd, a 
Panamanian company, which owns 40% of the voting shares in XYZ Manufacturing; Mexco 
Holdings Ltd, a Mexican company, which owns 40% of the voting shares in XYZ Manufacturing; 
and AS Family Ltd, the family company of the founder of XYZ Manufacturing, which owns 20% 
of the voting shares. The board of directors of XYZ Manufacturing has 5 directors, with Panco 
entitled to appoint 2 directors, Mexco entitled to appoint 2 directors, and AS Family entitled 
to appoint 1 director. 
The company constitution of XYZ Manufacturing provides that company decisions must be 
made by a majority of 4 out of 5 directors of the company ς meaning that if 2 directors vote 
against a decision, the decision cannot be passed. Due to these company rules and the 
ŘƛǊŜŎǘƻǊ ŀǇǇƻƛƴǘƳŜƴǘ ǊƛƎƘǘǎ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǎƘŀǊŜƘƻƭŘŜǊǎΣ ŀ ŎƻƳǇŀƴȅ ŘŜŎƛǎƛƻƴ Ŏŀƴ 
therefore only be made if the directors appointed by both Panco Holdings and Mexco 
Holdings vote in favor of the decision; if either the 2 Panco Holdings or the 2 Mexco Holdings 
directors vote against a decision, the decision cannot be passed. However, if the AS Family 
director votes against a decision, but all other directors vote in favor of the decision, the 
decision can be passed. 
As a result of these company rules and the director voting rights flowing from the 
shareholdings, both Panco Holdings and Mexco Holdings (through their appointed directors) 
have the power to veto or block any company decisions of XYZ Manufacturing, but AS Family 

ŘƻŜǎ ƴƻǘ ƘŀǾŜ ǘƘŜ ǇƻǿŜǊ ǘƻ ōƭƻŎƪ ŀƴȅ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŘŜŎƛǎƛƻƴǎΦΟAs a result, within the 
meaning of the Competition Law, Panco Holdings controls XYZ Manufacturing, Mexco 
Holdings controls XYZ Manufacturing, but AS Family does not control XYZ Manufacturing. 

Control is decided on the facts of each case 
Control in each case is a question of fact. The ability of one undertaking to control another 
ǳƴŘŜǊǘŀƪƛƴƎ Ƴǳǎǘ ōŜ ŘŜǘŜǊƳƛƴŜŘ ƛƴ ŀƭƭ ǘƘŜ ŎƛǊŎǳƳǎǘŀƴŎŜǎΦ 9ŀŎƘ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ŎƛǊŎumstances 



 
 
 

Merger Review Guidelines 27 

and structure are different and must be considered on their own merit; accordingly, there is 
ƴƻ ŎƭŜŀǊ άōǊƛƎƘǘ ƭƛƴŜέ ǊǳƭŜ ǘƻ ŘŜǘŜǊƳƛƴŜ ǘƘŜ ŜȄƛǎǘŜƴŎŜ ƻŦ ŎƻƴǘǊƻƭ ƛƴ ŀƭƭ ǘƘŜ ŎƛǊŎǳƳǎǘŀƴŎŜǎΦ ¢ƘŜ 
central question that must be determined in each case is whether an undertaking has the 
ŀōƛƭƛǘȅ ǘƻ ŎƻƴǘǊƻƭ ƻǊ ŜȄŜǊǘ ŘŜŎƛǎƛǾŜ ƛƴŦƭǳŜƴŎŜ ƻǾŜǊ ŀƴƻǘƘŜǊ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ŘŜŎƛǎƛƻƴǎ ƛƴ ǘƘŜ ƭƛƎƘǘ 
of the relevant circumstances. The determination of control is made with regard to factual 
economic decision-making power, not solely to the legal effect of any instrument, deed, 
transfer, assignment or other act done or made. Control may therefore occur on a legal or de 
facto basis. 
 
Control may be exercised by someone other than the legal holder of rights 
Control will often be attributed to the undertakings which are the legal holders of rights or 
entitled to the rights that confer control under the relevant arrangements or contracts. 
However, in some circumstances, the formal holder of control rights is different to the 
undertaking which in fact has the real power to exercise those control rights. This may be the 
case, for example, where the undertaking that has the real power to exercise the control 
rights uses a vehicle (which may be another undertaking) to formally hold the control rights, 
but only as a vehicle. In such a case, the GAC will attribute the control rights to the 
undertaking that in fact has the real power to exercise the control rights, even though the 
real control rights are only held indirectly. This will be determined on a case by case basis 
taking into account all the relevant facts, which may include factors such as shareholdings, 
contractual relations, sources of financing, conditions attached to financing, or family or other 
social relations. 
 
Liquidation and insolvency proceedings 
There is no change of control, and therefore hence no Economic Concentration within the 
meaning of the Competition Law, where control is temporarily controlled by a trustee 
(appointed by the Saudi Commercial Court) according to Saudi Bankruptcy Law and the Saudi 
Commercial Courts Law relating to liquidation, winding-up, insolvency, cessation of 
payments, compositions or analogous proceedings.  

How is control exercised? 

The ability of one undertaking to control another undertaking can arise through different 
means.  The question of whether the circumstances mean that one undertaking controls 
another undertaking therefore depends on a number of legal and factual elements. As a 
general principle, control will be regarded as existing if an undertaking can (solely or jointly) 
exercise decisive influence over another  undertaking, whether this decisive influence is 
exercised by reason of rights (ownership or other rights), contract, or any other means, or any 
combination of rights, contracts and other means. In many cases, one undertaking can control 
another undertaking through ownership of sufficient voting shares in the undertaking, 
ƻǿƴŜǊǎƘƛǇ ƻŦ ƳŀƴŀƎŜƳŜƴǘ ǊƛƎƘǘǎΣ ǘƘŜ ǊƛƎƘǘ ǘƻ ŀǇǇƻƛƴǘ ƳŜƳōŜǊǎ ƻŦ ǘƘŜ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ōƻŀǊŘ 
of directors, and similar means of being able to exercise control over the undertaking.  The 
means of control can therefore include one or more of the following: 

¶ Where an undertaking owns, directly or indirectly, more than half of the capital or 
business assets of another undertaking. Likewise, if the ownership of an undertaking 
reaches 50% or more of the shares of another undertaking. 
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¶ Where an undertaking has the power to exercise more than half the voting rights in 
another undertaking, or two or more undertakings operating together in a 
coordinated manner jointly have the power to exercise more than half the voting 
rights in another undertaking. Control through shareholdings may also take place 
ŎƻƳōƛƴŜŘ ǿƛǘƘ ŀ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŀƎǊŜŜƳŜƴǘ ƛƴ ŎŀǎŜǎ ƻŦ Ƨƻƛƴǘ ŎƻƴǘǊƻƭΦ 

¶ Where an undertaking has the power to appoint more than half the members of the 
supervisory board, the administrative board or bodies legally representing another 
ǳƴŘŜǊǘŀƪƛƴƎΦ ¢Ƙƛǎ Ƴŀȅ ōŜ ǘƘŜ ŎŀǎŜ ǘƘǊƻǳƎƘ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŀƎǊŜŜƳŜƴǘ ƻǊ ƻǘƘŜǊ 
means.  

¶ Where an undertakiƴƎ Ƙŀǎ ǘƘŜ ǊƛƎƘǘ ǘƻ ƳŀƴŀƎŜ ŀƴƻǘƘŜǊ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ŀŦŦŀƛǊǎΣ ǿƘŜǘƘŜǊ 
by way of ownership rights or by contract. For control to take place through 
contractual means, the contract must generally lead to control of the management 
and the resources of the controlled undertaking.  Moreover, in order to create lasting 
control, the contracts must generally be of a very long duration, and generally without 
right of early termination for the party granting the contractual control rights. 
Similarly, control rights may be established by contractual rights to use the assets of a 
undertaking. Such contracts may also lead to joint control of the contractual 
provisions grant both the owner of the assets and the undertaking being granted 
control of the management the right to veto strategic business decisions. However, 
such contractual arrangements are generally only capable of giving rise to control if 
ǘƘŜȅ ŎǊŜŀǘŜ ŎƻƴǘǊƻƭ ƻǾŜǊ ŀ ǳƴŘŜǊǘŀƪƛƴƎΩǎ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ƛǘǎ ǊŜǎƻǳǊŎŜǎ ς by contrast, 
contracts that do not ordinarily generate such control over the management and its 
resources, such as franchise agreements and some purely financial agreements, will 
therefore generally not constitute a concentration.   

¶ Where an undertaking has the de facto ability to exercise decisive influence over 

another undertaking through structural or other links, including where one 

undertaking is dependent on another undertaking for necessary financing, strong 

family links between individuals who exercise control over separate undertakings, or 

other similar links. 

¶ In certain circumstances, purely economic relationships creating a situation of 
extensive economic dependence, such as very important long-term supply 
agreements coupled with structural or other extensive links, may generate control on 
a lasting basis.  While such economic dependence will only generate control in limited 
circumstances, where appropriate the GAC will carefully analyze the economic and 
other links in the totality of the relevant circumstances.  

/ƻƴǘǊƻƭ ŀƴŘ ǘƘŜ άǎƛƴƎƭŜ ŜŎƻƴƻƳƛŎ Ŝƴǘƛǘȅέ ŘƻŎǘǊƛƴe 

The concept of control is central to the determination of whether or not there has been a 
change in control, and therefore whether or not there has been an Economic Concentration 
within the meaning of the Competition Law.  
In addition, the concept of control is also central to the determination of the identities of the 
Economic Concentration Parties, such as the buyer, the target, and the seller in a transaction.  
Correctly determining the identities of the Economic Concentration Parties is necessary for 
several reasons during the analysis of an Economic Concentration, including: 
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Á To determine the total sales of all the participating entities for the purposes of 

determining whether the Economic Concentration must be notified. 

Á To determine the total sales of all the participating entities for the purposes of 
determining the correct filing fee for an Economic Concentration that must be 
notified. 

Á To determine the appropriate analysis of the potential competition effects of the 
Economic Concentration. 

To determine the identity of the Economic Concentration Parties, the GAC is guided by 
common international competition law practice, including practice in the European Union and 
ƛǘǎ aŜƳōŜǊ {ǘŀǘŜǎΣ ŀƴŘ ŜƳǇƭƻȅǎ ǘƘŜ ŘƻŎǘǊƛƴŜ ƻŦ ǘƘŜ άǎƛƴƎƭŜ ŜŎƻƴƻƳƛŎ ŜƴǘƛǘȅέΦ  
A single economic entity is the undertaking or undertakings which, as a matter of economic 
fact and reality, form a common economic unit under the umbrella of common control. A 
single economic entity may comprise several undertakings, where those different 
undertakings are commonly controlled.  For instance, if a parent undertaking wholly owns 
(and thereby controls) two subsidiaries, the parent undertaking and the two subsidiaries 
together will comprise a single economic entity.  While the subsidiaries may be separate legal 
undertakings, in terms of their control and economic reality they are part of the larger group 
of undertakings (comprising the parent undertaking and the controlled subsidiaries) and 
therefore are part of the larger single economic entity.  
The purpose of the single economic entity doctrine is therefore to look beyond legal 
personalities and instead to capture the economic realities of groups of undertakings that, for 
the purposes of competition law analysis, are to be treated as so closely related in decision-
making powers that they are to be treated as a single economic entity under the umbrella of 
common control of those decision- making powers. 
 

Hypothetical example 4 
Language Schools Limited is a successful operator of language schools and franchises 
throughout the Kingdom.  The company is wholly owned by its founder, a gentleman who 
wishes to retire and has agreed to sell the company to an investment fund, Educo Limited.  
The gentleman owns no other material assets.   
In order to make the acquisition, Educo has established a new legal undertaking, Bidco 
Limited, which has no assets or income and has been set up solely for the purposes of buying 
Language Schools.  Bidco is wholly owned by Educo. Educo also wholly owns another 
subsidiary, Bahrainco Limited, which owns a series of schools in Bahrain.   
The target undertaking is Language Schools Limited.  The selling undertaking is the gentleman 
who founded Language Schools.  The legal undertaking which will purchase Language Schools 
is Bidco.  However, as Bidco is wholly owned and therefore controlled by Educo, the Educo 
must also be considered to be a part of the single economic entity that is buying Language 
Schools.  Moreover, as Educo also wholly owns and controls Bahrainco, Bahrainco must also 
be considered to be a part of the single buying undertaking on the buyer side.   
Within the meaning of the Competition Law, including for the evaluation of the notification 
thresholds and for the analysis of the potential competition effects, the buying undertaking 
therefore includes all of Bidco, Educo, and Bahrainco as one single economic entity.   
 

 

Hypothetical example 5 
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Chemco Limited is a Saudi Arabian manufacturer of precursor chemicals with manufacturing 
facilities located in Dammam. Chemco is owned by two parent companies. Majco Limited 
owns 80% of the voting shares in Chemco and is entitled to appoint the majority of directors 
to the Chemco board.  Minco owns the other 20% of the voting shares in Chemco and is 
entitled to appoint a commensurate number of directors to the Chemco board.  Company 
decisions by Chemco are taken by a simple majority vote of the shares or directors (as the 
case may be). This means that Majco therefore controls Chemco, as Majco can exercise 
ŘŜŎƛǎƛǾŜ ƛƴŦƭǳŜƴŎŜ ƻǾŜǊ /ƘŜƳŎƻΩǎ ŘŜŎƛǎƛƻƴ-making, while Minco does not control Chemco, as 
Minco can neither exercise decisive control over nor veto or blocƪ /ƘŜƳŎƻΩǎ ŘŜŎƛǎƛƻƴ-making.   
Chemco would now like to acquire Inventco Limited, a research and development company 
started and wholly owned by AB University a leading public university in Riyadh. Inventco 
takes primary research developed by the science departments of AB University and 
commercializes them. Inventco has no subsidiaries or other owners.  AB University has no 
other subsidiaries (within the meaning of this hypothetical).   
The target undertaking is Inventco. The selling undertaking is AB University.  The immediate 
buying undertaking is Chemco. However, the ownership structure of Chemco means that 
Majco controls Chemco.  This means that the relevant single economic entity surrounding 
Chemco also includes Majco.  However, because Minco does not control Chemco, the 
relevant single economic entity surrounding Chemco does not include Minco.   
Within the meaning of the Competition Law, including for the evaluation of the notification 
thresholds and filing fees and for the analysis of the potential competition effects, the buying 
undertaking therefore includes Chemco and Majco as comprising one single economic entity.  
 

 

Joint ventures ς ǿƘŜƴ ŀǊŜ ǘƘŜȅ ŀƴ ά9ŎƻƴƻƳƛŎ /ƻƴŎŜƴǘǊŀǘƛƻƴέ ǳƴŘŜǊ ǘƘŜ ƳŜǊƎŜǊǎ ǊǳƭŜΚ 

The GAC considers that the creation of a joint venture will ordinarily constitute an Economic 
Concentration when the joint venture forms an autonomous economic undertaking, or 
performs the economic functions of an autonomous economic undertaking, on a lasting basis. 
{ǳŎƘ ŀ Ƨƻƛƴǘ ǾŜƴǘǳǊŜ Ƴŀȅ ōŜ ǘŜǊƳŜŘ ŀ άŦǳƭl-ŦǳƴŎǘƛƻƴέ Ƨƻƛƴǘ ǾŜƴǘǳǊŜΦ   ! Ŧǳƭƭ-function joint 
venture that is an autonomous economic undertaking on a long-lasting basis is capable of 
bringing about  a lasting change in the structure of the undertakings concerned and in the 
relevant market, and will therefore be considered to be an Economic Concentration falling 
under the merger control rule of the Competition Law.  
Whether or not a joint venture is a full-function joint venture will be considered by the GAC 
in light of the totality of the facts and circumstances.  Generally, a full-function joint venture 
performing all the functions of an autonomous economic undertaking means that the joint 
venture must operate in a market and perform the functions normally carried out by a 
commercial undertaking operating in that market. In order to do so, the joint venture must 
ordinarily have a management dedicated to its day-to-day operations and access to sufficient 
resources, including finance, staff and assets (tangible and intangible), in order to conduct on 
a lasting basis its business activities within the area provided for in the joint venture 
agreement. 
A full-function joint venture must be intended to operate for a sufficiently long period to bring 
about a lasting change in the structure of the undertakings concerned. If the parent 
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undertakings commit sufficient resources to the joint venture to enable the joint venture to 
operate as an autonomous economic undertaking normally demonstrates that this is the case. 
In addition, a full-function joint venture will ordinarily have sufficient autonomy from its 
parent undertakings in terms of its operational decision-making to be considered a full-
function joint venture. Moreover, the fact that the parent undertakings retain overall 
strategic control over the joint venture, and retain control for other purposes of the 
Competition Law, does not prevent the joint venture from being considered a full-function 
joint venture. Moreover, the fact that the parent undertakings retain overall strategic control 
over the joint venture, and retain control for other purposes of the Competition Law, does 
not prevent the joint venture. 
A full-function joint venture may be distinguished from other joint ventures that only play a 
limited role, or for a confined period of time, or without any economic autonomy. Such 
limited-function joint ventures will ordinarily not be considered to constitute an Economic 
Concentration within the meaning of the Competition Law. Specifically, a joint venture does 
not perform all the functions of an autonomous economic undertaking if it only takes over 
ƻƴŜ ǎǇŜŎƛŦƛŎ ŦǳƴŎǘƛƻƴ ǿƛǘƘƛƴ ǘƘŜ ǇŀǊŜƴǘ ǳƴŘŜǊǘŀƪƛƴƎǎΩ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎ ǿƛǘƘƻǳǘ access to or 
presence in a market. This is the case, for example, for joint ventures limited to research and 
development or production. Such joint ventures may be considered to be auxiliary to their 
ǇŀǊŜƴǘ ǳƴŘŜǊǘŀƪƛƴƎǎΩ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎΦ ¢Ƙƛǎ ƛǎ ŀƭǎƻ ǘhe case where a joint venture is 
ŜǎǎŜƴǘƛŀƭƭȅ ƭƛƳƛǘŜŘ ǘƻ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ƻǊ ǎŀƭŜǎ ƻŦ ƛǘǎ ǇŀǊŜƴǘ ŎƻƳǇŀƴƛŜǎΩ ǇǊƻŘǳŎǘǎ ŀƴŘΣ 
therefore, acts principally as a sales agency. However, the fact that a joint venture makes use 
of the distribution network or outlet of one or more of its parent undertakings normally will 
not disqualify it from being considered as performing all the functions of an autonomous 
economic undertaking, as long as the parent undertakings are acting only as agents of the 
joint venture. 
In addition, joint ventures for a short finite duration are unlikely to be considered as creating 
such a lasting change. For example, a joint venture established for a specific project which 
does not include ongoing operational activities is unlikely to be viewed as an Economic 
Concentration within the meaning of the Competition Law. In addition, where a joint 
ǾŜƴǘǳǊŜΩǎ ŎƻǊŜ ŀŎǘƛǾƛǘƛŜǎ ŘŜǇŜƴŘ ƻƴ ŀ ǘƘƛǊŘ ǇŀǊǘȅΩǎ ŘŜŎƛǎƛƻƴ ǿƘƛŎƘ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ŜǎǘŀōƭƛǎƘƳŜƴǘ 
remains outstanding (e.g. a tender award, the grant of a license, etc.), it remains unclear 
whether the joint venture would become operational at all. Thus, at that stage the joint 
venture cannot be considered to perform autonomous economic functions on a lasting basis, 
and would therefore not be considered to be a full-function joint venture. 
¢ƘŜ D!/ ǿƛƭƭ ŀƭǎƻ ǘŀƪŜ ƛƴǘƻ ŀŎŎƻǳƴǘ ǘƘŜ ǇǊŜǎŜƴŎŜ ƻŦ ǘƘŜ Ƨƻƛƴǘ ǾŜƴǘǳǊŜΩǎ ǇŀǊŜƴǘ ǳƴŘŜǊǘŀƪƛƴƎǎ 
in upstream or downstream markets. Where a substantial proportion of sales or purchases 
between the parent undertakings and the joint venture are likely for a lengthy period and are 
ƴƻǘ ƻƴ ŀƴ ŀǊƳΩǎ ƭŜƴƎǘƘ ōŀǎƛǎΣ ǘƘŜ Ƨƻƛƴǘ ǾŜƴǘǳǊŜ ƛǎ ƭƛƪŜƭȅ ǘƻ ōŜ ǾƛŜǿŜŘ ŀǎ ƭŀŎƪƛƴƎ ǎǳŦŦƛŎƛŜƴǘ 
economic autonomy in its operational activities and will therefore generally not be 
considered to be a full-function joint venture. 
 
A joint venture may change in nature during the course of its life due to a change in its 
activities,  structure, or other material changes in its circumstances.  Where a joint venture 
begins its life as a non-full function joint venture, but subsequently becomes a full-function 
joint venture, it will at that time be considered as a new Economic Concentration requiring 
notification.  Such a change in the nature of the joint venture can include: 
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¶ The parent undertakings enlarge the scope of ǘƘŜ Ƨƻƛƴǘ ǾŜƴǘǳǊŜΩǎ ŀŎǘƛǾƛǘƛŜǎ ŘǳǊƛƴƎ ƛǘǎ 
lifetime, such as commencement of commercial sales to third parties in an open 
market.  

¶ Enlargement of the joint venture, such as through acquisition by the joint venture of 
the whole or part of another undertaking from the parent undertakings.  

¶ The parent undertakings transfer significant additional assets, contracts, know-how, 
or other rights to the joint venture, where this transfer would constitute or enable an 
ŜȄǘŜƴǎƛƻƴ ƻŦ ǘƘŜ Ƨƻƛƴǘ ǾŜƴǘǳǊŜΩǎ ŀŎǘƛǾƛǘƛŜǎΣ ǇǊƻŘǳŎts, or geographic markets that were 
not the object of the original joint venture.  

¶ A change in the organizational structure of the joint venture.  
Such changes will be considered to have occurred when the shareholders or the joint 
ǾŜƴǘǳǊŜΩǎ ƳŀƴŀƎŜƳŜƴǘ ǘŀƪŜ the relevant decision leading to the joint venture becoming a 
full-function joint venture, or the relevant activity commences.  
 

Hypothetical example 6 
ABC is a consumer electronics developer and manufacturer headquartered in Riyadh.  DEF is 
a specialist security communications equipment manufacturer headquartered in Jeddah.  
Each of the undertakings requires certain types of electronic wiring for their manufacturing 
operations.   
ABD and DEF agree to join forces in a purchasing joint venture for one year solely in respect 
of their wiring purchasing activities from international suppliers; they do not coordinate or 
cooperate on any other activities. The resulting purchasing joint venture exists solely to meet 
the needs of the parent undertakings ABC and DEF: it has no assets of its own, no 
management or other staff of its own, and no operational or strategic autonomy.  As a result 
of this very limited scope serving only the parent undertakings for a limited duration, the 
purchasing joint venture is not a full-function joint venture and is therefore not an Economic 
Concentration within the meaning of the Competition Law. However, the cooperation is still 
subject to other provisions of the Competition Law.  
However, one year later, when ABC and DEF discuss their arrangements, they both agree that 
the cooperation has been a great success and they would like to expand the scope of the joint 
venture.  The joint venture will develop its own wiring technology and sell it on the market to 
third party customers.  Moreover, the joint venture will be given substantial operational 
autonomy, independent financing, substantial staff of its own, and with the intention that the 
joint venture continue indefinitely (rather than being limited to one year as originally 
planned).  As a result, the joint venture now has the characteristics of an autonomous 
economic entity.  This means that the joint venture will now be considered to be a full-
function joint venture.  As a consequence, when it changes its nature and scope, the joint 
venture will be considered to be an Economic Concentration within the meaning of the 
Competition Law and must be notified to the GAC if the other notification criteria are also 
met.  
 

 
The GAC reminds that where competing undertakings cooperate without forming an 
economic concentration, such as may be the case in some bidding consortia, the parties 
remain subject to the other provisions of the Competition Law, including the prohibition 
under Article 5 against anti-competitive agreements.  
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Section 6 
Notification thresholds for reporting concentrations 
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The Law and Regulations 

Article 7 of the Competition Law provides that the entities involved in the economic 
concentration must notify the concentration to the GAC if the total annual sales value of the 
entities seeking to participate in the economic concentration exceeds the amount 
determined by the Regulations. 
Article 12(1) of the Implementing Regulations specifies that the concentration must be 
notified to the GAC if the total annual sales value of all entities intending to participate in the 
economic concentration exceeds SAR 100,000,000.  
Article 12(2) of the Implementing Regulations also provides that where it is impossible to 
ŜǎǘƛƳŀǘŜ ǘƘŜ ŀƴƴǳŀƭ ǎŀƭŜǎ ǾŀƭǳŜ ƻŦ ǘƘŜ ŜƴǘƛǘƛŜǎΣ ƻǊ ǿƘŜǊŜ ǘƘŜ ŜƴǘƛǘƛŜǎΩ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎ Řƻ 
not extend for a full fiscal year, then the annual sales value for the whole year shall be 
ŜǎǘƛƳŀǘŜŘ ōŀǎŜŘ ƻƴ ǘƘŜ ŦƛǊƳǎΩ ŀŎǘƛǾƛǘȅΣ as the case may be. Article 12(3) further provides that 
the Board of the GAC may set criteria for reporting economic concentration transactions in 
cases where it is impossible to determine or verify the total annual sales value, provided that 
ǘƘŜ .ƻŀǊŘΩǎ Řecision be made available to the public at least 30 days before its entry into 
force. 

What entities must be considered? 

¢ƘŜ /ƻƳǇŜǘƛǘƛƻƴ [ŀǿ ǎǘŀǘŜǎ ǘƘŀǘ ǘƘŜ ƴƻǘƛŦƛŎŀǘƛƻƴ ǘƘǊŜǎƘƻƭŘ ŀǇǇƭƛŜǎ ǘƻ άǘƘŜ ǘƻǘŀƭ ŀƴƴǳŀƭ ǎŀƭŜǎ 
value of the entities seeking to participate ƛƴ ǘƘŜ ŜŎƻƴƻƳƛŎ ŎƻƴŎŜƴǘǊŀǘƛƻƴέΦ  ¢ƘŜ /ƻƳǇŜǘƛǘƛƻƴ 
Law therefore clearly specifies all the entities participating in the concentration and does not 
distinguish between acquiring and selling entity or between mergers and acquisitions. The 
Competition Law therefore requires that the notification threshold consider the total sales of 
all entities participating in the concentration without distinction or exclusion.   
¢ƘŜ D!/ ŎƻƴǎƛŘŜǊǎ ǘƘŀǘ ǘƘŜ ŜƴǘƛǘƛŜǎ άǇŀǊǘƛŎƛǇŀǘƛƴƎέ ƛƴ ǘƘŜ ŎƻƴŎŜƴǘǊŀǘƛƻƴ ŀǊŜ ŀƭƭ ǘƘƻǎŜ that form 
part of the newly concentrated entity after the economic concentration transaction has been 
completed. This means that: 

¶ Where two or more entities merge, the relevant entities are the merging entities in their entirety.   

¶ Where one entity acquires another entity, the relevant concentrated entities are the entire entity 
which is acquiring the other entity, and the entity being acquired, but not the entity which is selling 
the entity being acquired.  

¶ ²ƘŜǊŜ ƻƴŜ Ŝƴǘƛǘȅ ŀŎǉǳƛǊŜǎ ŀ ǇŀǊǘ ƻŦ ŀƴƻǘƘŜǊ ŜƴǘƛǘȅΩǎ ƻǇŜǊŀǘƛƻƴǎΣ ŦƻǊ ŜȄŀƳǇƭŜ ǘƘǊƻǳƎƘ ǇǳǊŎƘŀǎƛƴƎ ŀ 
subsidiary or operational division, the relevant entities are : (1) the entire entity which is acquiring 
the operations or division, (2) the operations or division it is acquiring, but not the entity which is 
selling the operations or division. This is because the acquiring entity and the target operations or 
division generally form part of (and are therefore participating in) the economic concentration, but 
the selling entity generally does not form part of the economic concentration. 

¶ Where two or more entities together participate in a full-function joint venture, the relevant entities 
for the notification threshold are all the entities acquiring joint control of the joint venture in addition 
to the joint venture itself. This principle applies both to newly-formed joint ventures and to the 
acquisition of joint control of pre-existing entities.  

 

Hypothetical Example 1: ABC Constructions is a Riyadh-based construction company.  XYZ 
Cement is a cement producer whose main factory is right next to the ABC Constructions office.  
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After long, friendly discussions about the clear synergies between them, the two companies 
decide to merge fully, with shares in the new entity being allocated to shareholders of ABC 
and XYZ in proportion to their value.  
Both ABC and XYZ will be fully participating in the merger. The total sales value of both 
companies must therefore be counted fully when calculating the total sales value of the 
participating entities for the purposes of the notification threshold.  

 

Hypothetical Example 2: DEF Constructions is another Riyadh-based construction company.  
UVW Materials is a diversified materials producer that sells cement, and also other 
construction materials, agricultural equipment, electronic equipment for power stations, and 
ƻǘƘŜǊ ƳŀǘŜǊƛŀƭǎΦ  59C /ƻƴǎǘǊǳŎǘƛƻƴǎ ǿƛǎƘŜǎ ǘƻ ǇǳǊŎƘŀǎŜ ¦±²Ωǎ ŎŜƳŜƴǘ ǇǊƻŘǳŎǘƛƻƴ ŘƛǾƛǎƛƻƴ 
only; after this acquisition, the remainder of UVW will continue independent operations as 
before.  
The participating entities are DEF Constructions, which as the buying entity will form part of 
the economic concentration, and the UVW Materials cement division which DEF 
Constructions is acquiring.  The remainder of UVW will remain independent after the 
transaction and will not form part of the economic concentration. The total sales of the 
participating entities therefore include the total sales of DEF Constructions and the total sales 
ƻŦ ¦±²Ωǎ ŎŜƳŜƴǘ ŘƛǾƛǎƛƻƴΣ ōǳǘ ƴƻǘ ǘƘŜ ǎŀƭŜǎ ƻŦ ¦±²Ωs other divisions.  

²Ƙŀǘ ŀǊŜ ǘƘŜ ŜƴǘƛǘƛŜǎΩ ŀƴƴǳŀƭ ǎŀƭŜǎΚ  

The Competition Law and the Implementing Regulations define the notification threshold 
ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ άǘƘŜ ǘƻǘŀƭ ŀƴƴǳŀƭ ǎŀƭŜǎ ǾŀƭǳŜ ƻŦ ŀƭƭ ŜƴǘƛǘƛŜǎέ ƛƴǘŜƴŘƛƴƎ ǘƻ ǇŀǊǘƛŎƛǇŀǘŜ ƛƴ ǘƘŜ 
concentration.  
Lƴ Ƴƻǎǘ ŎŀǎŜǎΣ ǘƘŜ άǘƻǘŀƭ ŀƴƴǳŀƭ ǎŀƭŜǎ ǾŀƭǳŜέ ǿƛƭƭ ōŜ ǘƘŜ ǘƻǘŀƭ ƎǊƻǎǎ ǊŜǾŜƴǳŜǎ ƻŦ ǘƘŜ ǊŜƭŜǾŀƴǘ 
entity.  These are the amounts obtained by the entity from the sale of products and services 
ŦŀƭƭƛƴƎ ǿƛǘƘƛƴ ǘƘŜ ŜƴǘƛǘƛŜǎΩ ƻǊŘƛƴŀǊȅ ōǳǎƛƴŜǎǎ ŀƴŘ ǊŜƭŀǘŜŘ ŀŎǘƛǾƛǘƛes.  For most entities that have 
financial statements prepared under the standards of the Saudi Organization for Certified 
tǳōƭƛŎ !ŎŎƻǳƴǘŀƴǘǎ όάSOCPAέύ ƻǊ ǘƘŜ ŜǉǳƛǾŀƭŜƴǘ ǇǊŜǾŀƛƭƛƴƎ ŀŎŎƻǳƴǘƛƴƎ ǎǘŀƴŘŀǊŘǎ ƛƴ ǘƘŜ 
ǊŜƭŜǾŀƴǘ ŜƴǘƛǘȅΩǎ ǇƭŀŎŜ ƻŦ ƛƴŎƻǊǇƻǊŀǘƛƻƴΣ ǘƘŜ ŀƴƴǳŀƭ ǎŀƭŜǎ ǿƛƭƭ ōŜ ǘƘŜ ŜƴǘƛǘȅΩǎ ǊŜǾŜƴǳŜ 
ŀǇǇŜŀǊƛƴƎ ƛƴ ǘƘŜ ŜƴǘƛǘȅΩǎ LƴŎƻƳŜ {ǘŀǘŜƳŜƴǘΣ ŀǎ ǊŜŦƭŜŎǘŜŘ ƛƴ ǘƘŜ ŜƴǘƛǘȅΩǎ Ƴƻǎǘ ǊŜŎŜƴǘ ŀǳŘƛǘŜŘ 
financial statement. Where the entity is not required to produce audited financial statements, 
the annual sales will be thŜ ŜƴǘƛǘȅΩǎ ǊŜǾŜƴǳŜ ŀǇǇŜŀǊƛƴƎ ƛƴ ƛǘǎ Ƴƻǎǘ ǊŜŎŜƴǘ ŀƴƴǳŀƭ ǎǘŀǘŜƳŜƴǘ ƻŦ 
income and expense regularly prepared in accordance with the SOCPA standards or the 
equivalent accounting principles adopted by the entity, as the case may be. This means that 
in the generŀƭ ŎŀǎŜ ǘƘŜ ŜƴǘƛǘȅΩǎ άŀƴƴǳŀƭ ǎŀƭŜǎέ ŎŀǇǘǳǊŜǎ ǘƘŜ ǊŜǾŜƴǳŜ ŀƳƻǳƴǘǎ ƻōǘŀƛƴŜŘ ŦǊƻƳ 
ǘƘŜ ŜƴǘƛǘȅΩǎ ƻǊŘƛƴŀǊȅ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎΦ  
Where the relevant undertaking is an individual or a natural person, the GAC will in general 
apply the same general principles to detŜǊƳƛƴƛƴƎ ǘƘŜ ǊŜƭŜǾŀƴǘ άŀƴƴǳŀƭ ǎŀƭŜǎέ ƻŦ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭΦ 
¢ƘŜ ƛƴŘƛǾƛŘǳŀƭΩǎ άŀƴƴǳŀƭ ǎŀƭŜǎέ ǿƛƭƭ ƎŜƴŜǊŀƭƭȅ ōŜ ǘƘŜƛǊ ŀƴƴǳŀƭ ǊŜǾŜƴǳŜ ŀƳƻǳƴǘǎ ƻōǘŀƛƴŜŘ ŦǊƻƳ 
their ordinary business activities. The GAC will determine this on a case by case basis within 
the context of these general principles.  
IƻǿŜǾŜǊΣ ǿƘŜǊŜ ǘƘŜ ŜƴǘƛǘȅΩǎ ǘƻǘŀƭ ǎŀƭŜǎ ƛƴŎƻǊǇƻǊŀǘŜ ǎŀƭŜǎ ǊŜōŀǘŜǎ ǎǳōǎŜǉǳŜƴǘƭȅ ǇǊƻǾƛŘŜŘ ǘƻ 
its customers, the value of the sales rebates may be deducted from the gross sales figures to 
ŎŀƭŎǳƭŀǘŜ ǘƘŜ ŜƴǘƛǘȅΩǎ ǘƻǘŀƭ ǎŀƭŜǎ ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜǎ ƻŦ ǘƘŜ ƴƻǘƛŦƛŎŀǘƛƻƴ threshold.  
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Lƴ ŀŘŘƛǘƛƻƴΣ ǿƘŜǊŜ ǘƘŜ ŜƴǘƛǘȅΩǎ ǘƻǘŀƭ ǎŀƭŜǎ ǊŜǾŜƴǳŜǎ ƛƴŎƻǊǇƻǊŀǘŜ ǘƘŜ ǾŀƭǳŜ ƻŦ ǾŀƭǳŜ ŀŘŘŜŘ ǘŀȄŜǎ 
and other taxes directly related to sales, the value of such taxes may be deducted from the 
ƎǊƻǎǎ ǎŀƭŜǎ ŦƛƎǳǊŜǎ ǘƻ ŎŀƭŎǳƭŀǘŜ ǘƘŜ ŜƴǘƛǘȅΩǎ ǘƻǘŀƭ ǎŀƭes for the purposes of the notification 
threshold. 
LŦ ǘƘŜ ŜƴǘƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀǊŜ ǇǊŜǎŜƴǘŜŘ ƛƴ ŀ ŦƻǊŜƛƎƴ ŎǳǊǊŜƴŎȅΣ ǘƘŜƴ ǘƘŜ ŀƴƴǳŀƭ ƎǊƻǎǎ 
revenues should be converted to values in Saudi Arabian Riyals according to the average over 
the relevant financial year of the foreign exchange rate quoted by the Saudi Central Bank.  
These principles apply in the general case where total revenues appropriately reflect the sales 
that an entity has made during the course of ordinary business.  However, for certain types 
of entities engaged in the provision of financial services, the gross revenues figures in their 
ƛƴŎƻƳŜ ǎǘŀǘŜƳŜƴǘ Ƴŀȅ ƴƻǘ ŀŎŎǳǊŀǘŜƭȅ ǊŜŦƭŜŎǘ ǘƘŜ άǎŀƭŜǎέ ǿƘƛŎƘ ǘƘŜ /ƻƳǇŜǘƛǘƛƻƴ [ŀǿ 
ŀŘŘǊŜǎǎŜǎΦ CƻǊ ǎǳŎƘ ŜƴǘƛǘƛŜǎΣ ǘƘŜ D!/ ǿƛƭƭ ŎƻƴǎƛŘŜǊ ǘƘŀǘ άǎŀƭŜǎέ ŀǊŜ ōest expressed by the 
following measures: 

¶ CƻǊ ōŀƴƪǎΣ ŎǊŜŘƛǘ ƛƴǎǘƛǘǳǘƛƻƴǎΣ ŀƴŘ ƻǘƘŜǊ ǎƛƳƛƭŀǊ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎΣ άǎŀƭŜǎέ ǿƛƭƭ ōŜ ǘƘŜ ǎǳƳ ƻŦ ǘƘŜ 
following income items after deducting value added tax and other taxes (if any) directly related to 
those items: (1) interest income and similar income; (2) income from securities including income 
from shares and other variable yield securities, participating interests, and affiliated entities; (3) 
commissions received and receivable; (4) net profit on financial operations; and (5) other operating 
income.  

¶ CƻǊ ƛƴǎǳǊŀƴŎŜ ǇǊƻǾƛŘŜǊǎΣ άǎŀƭŜǎέ ǿƛƭƭ ōŜ ǘƘŜ ǾŀƭǳŜ ƻŦ ƎǊƻǎǎ ǇǊŜƳƛǳƳǎ ǿǊƛǘǘŜƴ ƛƴŎƭǳŘƛƴƎ ŀƭƭ ŀƳƻǳƴǘǎ 
received and receivable arising from insurance contracts issued by or on behalf of the insurance 
entities, including (without limitation) outgoing insurance premiums, after deducting taxes and 
similar government levies charged by reference to the amounts of individual premiums.  

 

Hypothetical Example 3: XYZ Cables Limited is a Riyadh-based seller of various types of 
electrical cabling and wiring used primarily in the construction of high-rise residential and 
office buildings.  GHJ Wires Limited is a Jeddah-based seller of similar electrical cables.  The 
two companies now wish to merge.  
Each company has the invoicing practice of issuing invoices to its customers reflecting the list 
price of the items purchased, including applicable value added tax.  Each company also has 
the practice of issuing sales rebates to its customers at the end of each month, depending on 
the volumes purchased by each customer in a month.  The full invoice price is recognized as 
ŎƻƳǇŀƴȅ ǊŜǾŜƴǳŜ ŀŎŎƻǊŘƛƴƎ ǘƻ ŜŀŎƘ ŎƻƳǇŀƴȅΩǎ ŀŎŎƻǳƴǘƛƴƎ ǇƻƭƛŎƛŜǎΦ  
The total sales for the purposes of the ƴƻǘƛŦƛŎŀǘƛƻƴ ǘƘǊŜǎƘƻƭŘ ŀǊŜ ŀƴ ŜƴǘƛǘȅΩǎ ǘƻǘŀƭ ǎŀƭŜǎΣ 
deducting the value of any sales rebates passed to customers, and deducting the value of any 
value added tax and other taxes directly related to sales.  This means that when XYZ Cables 
and GHJ Wires are calculating their total sales figures for the purposes of the notification 
threshold, they should calculate their total sales values minus the value of the sales rebates 
and value added taxes included in their total revenues.  

What if the entities belong to groups of companies?  

The sales thresholds in the Competition Law are concerned with the total sales of entities. 
Two or more legal entities will be considered to form part of the same economic entity if they 
ŎƻƴǎǘƛǘǳǘŜ ŀ άǎƛƴƎƭŜ ŜŎƻƴƻƳƛŎ ŜƴǘƛǘȅέΦ ¢Ƙƛǎ ŎƻƴŎŜǇǘ ƻŦ ǘƘŜ άǎƛƴƎƭŜ ŜŎƻƴƻƳƛŎ Ŝƴǘƛǘȅέ ƛǎ ǘƘŜ ǎŀƳŜ 
concept which the GAC uses in other aspects of its concentration analysis. The central 
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criterion in determining whether different legal entities form part of a single economic entity 
ƛǎ άŎƻƴǘǊƻƭέΦ  LŦ ƻƴŜ legal entity controls other legal entities (such as subsidiaries), either 
directly or indirectly, then for the purposes of determining the total annual sales values of the 
entity, the relevant single economic entity will include the controlling entity and all of the 
entities it controls.  
If a single economic entity consists of two or more legal entities, and each of those legal 
entities prepares accounts, then the total sales of the single economic entity for the purposes 
of calculating the notification thresholds are the total combined gross sales revenues of all of 
the entities. A group will therefore include all companies that have direct or indirect control-
based links with the entity concerned, including its subsidiaries, but also including its parent 
company(-ies) and any other companies within the parent company's group.  
¢ƘŜǊŜ ƛǎ ƻƴŜ ƛƳǇƻǊǘŀƴǘ ŜȄŎŜǇǘƛƻƴ ǘƻ ǘƘƛǎ ƎŜƴŜǊŀƭ ǇǊƛƴŎƛǇƭŜΦ ¢ƘŜ ǎƛƴƎƭŜ ŜŎƻƴƻƳƛŎ ŜƴǘƛǘȅΩǎ 
revenues will exclude revenues resulting from transactions between the different legal 
entities within the group. Such intra-group transactions are not considered to be sales of the 
single economic entity. Under common accounting principles including the SOCPA standards, 
company groups often report revenue on a consolidated basis: such consolidated accounts 
report the total sales revenue of the group including all entities controlled by that group, but 
excluding revenue flows between companies in the group. Where a group of companies 
reports its total revenues on such a consolidated basis, then in most cases the consolidated 
revenue of the company group as it appears in the consolidated Income Statement is the 
ŀǇǇǊƻǇǊƛŀǘŜ ƳŜŀǎǳǊŜ ƻŦ ǘƘŜ ǎƛƴƎƭŜ ŜŎƻƴƻƳƛŎ ŜƴǘƛǘȅΩǎ ŀƴƴǳŀƭ ǎŀƭŜǎΦ IƻǿŜǾŜǊΣ ǘƘŜ ŜƴǘƛǘƛŜǎ 
concerned should verify that the consolidated accounts include all of the entities controlled 
within that group of companies and therefore belonging to the relevant single economic 
entity, and the GAC will similarly verify this where appropriate.  
 

Hypothetical Example 4: Company group ABC consists of a parent company ABC Limited and 
five wholly-owned subsidiaries that produce and import different construction materials to 
supply to construction companies in the Kingdom.  The companies are closely interrelated 
and provide services and materials to each other.  The ABC Group produces consolidated 
accounts for the whole company group in addition to producing separate accounts for each 
ƻŦ ǘƘŜ ƎǊƻǳǇΩǎ ǎǳōǎƛŘƛŀǊƛŜǎΦ   
One of the ABC Group subsidiaries, DEF Cement, now intends to acquire XYZ Gypsum, another 
company that also sells construction materials in the Kingdom. XYZ Gypsum does not have a 
parent company or subsidiaries.   
·¸½ DȅǇǎǳƳΩǎ Ƴƻǎǘ ǊŜŎŜƴǘ ŀŎŎƻǳƴǘǎ ǊŜǇƻǊǘŜŘ ŀƴƴǳŀƭ ǎŀƭŜǎ ƻŦ {!w нлΣлллΣлллΦ  59C /ŜƳŜƴǘΩǎ 
most recent accounts reported annual sales of SAR 2рΣлллΣлллΦ  ¢ƘŜ !./ DǊƻǳǇΩǎ Ƴƻǎǘ ǊŜŎŜƴǘ 
consolidated accounts reported annual sales of SAR 140,000,000 for the whole company 
group. 
Because ABC Limited controls the five subsidiaries, the whole ABC Group including the 
subsidiaries will be considered to be a single economic entity. The entities participating in the 
economic concentration will therefore be the whole ABC Group and XYZ Gypsum.  The total 
annual sales value of all entities participating in the concentration will therefore be the total 
annual sales of the ABC Group plus the total annual sales of XYZ Gypsum, which adds to SAR 
160,000,000. This is more than the SAR 100,000,000 notification threshold.   
Accordingly, the entities must notify their intended concentration to the GAC.  
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Hypothetical Example 5: Panama Holdings Limited is an offshore holding company.  It 
currently owns and controls 123 Media, a Saudi media production company, but owns no 
other companies.  BVI Holdings, another offshore holding company, owns and controls Riyadh 
Films, another Saudi media production company, but owns no other companies. Panama 
Holdings wishes to purchase BVI Holdings Limited, another offshore holding company.   
Panama Holdings (the acquiring entity) and BVI Holdings (the target entity) each report zero 
revenueǎ ƛƴ ǘƘŜ Ƴƻǎǘ ǊŜŎŜƴǘ ŦƛƴŀƴŎƛŀƭ ȅŜŀǊΦ  IƻǿŜǾŜǊΣ tŀƴŀƳŀ IƻƭŘƛƴƎǎΩǎ ǎǳōǎƛŘƛŀǊȅ мно 
Media reports SAR 60,000,000 in annual sales in the most recent financial year, and BVI 
IƻƭŘƛƴƎǎΩǎ ǎǳōǎƛŘƛŀǊȅ wƛȅŀŘƘ CƛƭƳǎ ǊŜǇƻǊǘǎ {!w трΣлллΣллл ƛƴ ŀƴƴǳŀƭ ǎŀƭŜǎΦ  
As they are controlled subsidiaries, 123 Media must be counted as part of the Panama 
Holdings single economic entity, and Riyadh Films must be counted as part of the BVI Holdings 
single economic entity.  As a result, the Panama Holdings single economic entity has SAR 
60,000,000 in annual sales, and the BVI Holdings single economic entity has SAR 75,000,000 
in annual sales.  The total annual sales value of all entities participating in the concentration 
will therefore be the total annual sales of the Panama Holdings group plus the total annual 
sales of the BVI Holdings group, which adds to SAR 135,000,000. This is more than the SAR 
100,000,000 notification threshold.   
Accordingly, the entities must notify their intended concentration to the GAC. 

Sales in the Kingdom, or world-wide sales? 

The Competition Law requires concentrations to be reported if the total value of annual sales 
of all participating entities exceeds the threshold.  The Competition Law does not distinguish 
between sales taking place within the Kingdom and those taking place outside the Kingdom.  
Accordingly, the GAC will consider the relevant annual sales figures to be the combined 
aggregate group-wide and world-wide sales figures of all the relevant entities.   
 

Hypothetical Example 6: ABC Limited is a large supermarket chain with operations mainly in 
Europe but with ambitions to be the largest chain in all regions of the world.  It currently 
operates only one store in Saudi Arabia through its wholly-owned local subsidiary ABC-KSA, 
but it wishes to expand substantially by acquiring the large Saudi Arabian supermarket group 
DEF-Mart Limited through the ABC-KSA entity. DEF-Mart is currently owned by a wealthy man 
who has no other business interests.    
ABC LimitedΩǎ ǿƻǊƭŘ-wide sales figures last financial year were SAR 8,500,000,000 but sales at 
its single Saudi store were only SAR 3,000,000.  The total sales for DEF-Mart in its last financial 
year were SAR 55,000,000.  
ABC-KSA is a wholly owned (and therefore controlled) subsidiary, which means that ABC-KSA 
is part of the world-wide ABC Limited single economic entity for the purposes of the 
Competition Law.  The relevant total sales figures for the acquiring entity are therefore the 
sales of the world-wide ABC Limited group, even though ABC-KSA will be the legal entity 
making the acquisition.  The relevant entity being acquired and participating in the economic 
concentration is DEF-Mart. The relevant total sales figures for the target entity are therefore 
the sales of DEF-Mart and any other sales of the seller of DEF-Mart, although the seller here 
has no other business interests. The total annual sales value of all entities participating in the 
concentration will therefore be the total world-wide annual sales of ABC Limited plus the total 
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annual sales of DEF-Mart, which adds to SAR 8,555,000,000. This is more than the SAR 
100,000,000 notification threshold.   
Accordingly, the entities must notify their intended concentration to the GAC. 

What accounting period should bŜ ǳǎŜŘ ǘƻ ǿƻǊƪ ƻǳǘ ǘƘŜ ŜƴǘƛǘƛŜǎΩ ŀƴƴǳŀƭ ǎŀƭŜǎΚ 

¢ƘŜ ǘƘǊŜǎƘƻƭŘ ƛǎ ōŀǎŜŘ ƻƴ άŀƴƴǳŀƭέ ǎŀƭŜǎΦ  5ƛŦŦŜǊŜƴǘ ŜƴǘƛǘƛŜǎ ǳǎŜ ŘƛŦŦŜǊŜƴǘ ŦƛƴŀƴŎƛŀƭ ȅŜŀǊǎ ƛƴ 
their accounts, and some entities use the ordinary calendar year.   
The relevant sales period will ordinarily be aǎǎŜǎǎŜŘ ōȅ ǊŜŦŜǊŜƴŎŜ ǘƻ ǘƘŜ ǊŜƭŜǾŀƴǘ ŜƴǘƛǘȅΩǎ 
ŦƛƴŀƴŎƛŀƭ ȅŜŀǊ ŀǎ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ŜƴǘƛǘȅΩǎ ŀǳŘƛǘŜŘ ŀŎŎƻǳƴǘǎΣ ƻǊ ŀ ŎŀƭŜƴŘŀǊ ȅŜŀǊΣ ŀǎ ŀǇǇƭƛŎŀōƭŜΦ 
²ƘŜǊŜ ǘƘŜ ŜƴǘƛǘȅΩǎ ǳǎŜǎ ŀ ǇŀǊǘƛŎǳƭŀǊ ŦƛƴŀƴŎƛŀƭ ȅŜŀǊ ƛƴ ƛǘǎ ƻǊŘƛƴŀǊȅ ŀŎŎƻǳƴǘǎΣ ǘƘŜƴ ǘƘŜ ǊŜƭŜǾŀƴǘ 
financial year foǊ ŜǾŀƭǳŀǘƛƴƎ ǘƘŜ ŜƴǘƛǘȅΩǎ ǘƻǘŀƭ ǎŀƭŜǎ ǿƛƭƭ ōŜ ǘƘŜ Ƴƻǎǘ ǊŜŎŜƴǘ Ŧǳƭƭ ŦƛƴŀƴŎƛŀƭ ȅŜŀǊ 
for which audited accounts are available at the time of notification of the economic 
concentration.  Where the entity does not use a particular financial year differing from 
ordinary calendar years in its ordinary accounts, or does not have a financial year, then the 
ǊŜƭŜǾŀƴǘ ŦƛƴŀƴŎƛŀƭ ȅŜŀǊ ŦƻǊ ŜǾŀƭǳŀǘƛƴƎ ǘƘŜ ŜƴǘƛǘȅΩǎ ǘƻǘŀƭ ǎŀƭŜǎ ǿƛƭƭ ōŜ ǘƘŜ Ƴƻǎǘ ǊŜŎŜƴǘ Ŧǳƭƭ 
calendar year for which audited accounts are available at the time of notification of the 
economic concentration.   
This means that in most cases, for each entity concerned, the entire group-wide sales 
(excluding intra-group sales) for the last financial year for which audited accounts are 
available is taken into account. 
 

Hypothetical Example 7: Three companies, ABC Limited, XYZ Limited and 123 Limited make 
an agreement to merge during 2020. Each entity is a stand-alone company owned by its 
individual shareholders and has no subsidiaries. All entities use the ordinary calendar year as 
their financial years.   
A review of their Income Statements for the financial year ended 31 December 2019 shows 
that ABC reported revenue of SAR 29,000,000, XYZ reported revenue of SAR 57,000,000, and 
123 reported revenue of SAR 8,000,000 during that financial year. This means that the total 
annual sales of all the entities participating in the economic concentration was SAR 
94,000,000.  This is less than the SAR 100,000,000 notification threshold.   
Accordingly, the entities are not required to notify their intended concentration to the GAC.   

 

Hypothetical Example 8: Three companies, DEF Limited, WXY Limited and 789 Limited make 
an agreement to merge during March of 2020. Each entity is a stand-alone company owned 
by its individual shareholders and has no subsidiaries. DEF uses a financial year ending on 30 
June in each year, WXY uses a financial year ending on 31 March in each year, and 789 uses 
the ordinary calendar year as a financial year.   
The most recent set of audited accounts available for each entity are the FY 2018/19 accounts 
for DEF, the FY 2018/19 accounts for WXY, and the FY 2019 accounts for 789.  A review of 
their Income Statements in these accounts shows that DEF reported revenue of SAR 
79,000,000, WXY reported revenue of SAR 107,000,000, and 789 reported revenue of SAR 
8,000,000 during that financial year. This means that the total annual sales of all the entities 
participating in the economic concentration was SAR 194,000,000.  This is more than the SAR 
100,000,000 notification threshold.   


