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NEWSBREAK

CREDIT RATING ACTIVITIES
REGULATED IN SAUDI ARABIA

On 10 November 2014G, the Saudi Arabian Capital Markets
Authority (the CMA) issued the Credit Rating Agencies Regulations
pursuant to resolution no. 3-58-2014 of the Board of the CMA to

Rating Activities

Any of the following activities:

data and information analysis for regulate and oversee rating activities in the Kingdom of Saudi
the purpose of credit rating and . . .
the evaluation, approval, issue Arabia (the Kingdom) (the CRA Regulations).

and review of a credit rating.

Credit Rating Anything noteworthy?

An opini ding th : . . o
creditworthiness of an entity, or A requirement for a credit rating activity license
the creditworthiness of a security

expressed in symbols, letters, Persons carrying out Rating Activities in the Kingdom, whether in

numbers or any other form. whole or in part, are now required to be licensed by the CMA.
CRA License This covers:
Requirements v dissemination of credit ratings to the public by any means or

medium inside or outside the Kingdom.
= Supervisory committee o ) ) o
v distribution of credit ratings by way of subscription or

« List of troll S . .
istof Controllers membership inside or outside the Kingdom.

e List of Close links .
This does not cover:

* Governing body resolution - ] ] o )
x Credit ratings issued by a person for its internal commercial or

= Financial statements . .
industrial purposes.

» Registered persons

x Credit ratings issued by financial sector entities for an internal

» Business plan o . . . .
purpose, such as assessing its economic capital position, internal

= Systems & controls modeling or risk management... etc.
documentation

. x Credit ratings issued by any person in response to an individual
e Policies & procedures 9 yanyp P

documentation and exclusive request.

« Contracts to provide material
services or operations

e Methodologies and rating
categories

e Incorporation documents
e Ownership structure
e Organisation Chart

e Business continuity plan

The CRA Regulations are available on the following link:
http://www.cma.org.sa/En/Documents/Credit%20Rating%20Agencies%20Requlations%20-%20English%20Translation.pdf 1
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Incorporating in the
Kingdom?

Whether through a specialized
services limited liability company
(LLC) or a branch of a foreign
company, foreign investors
looking to obtain a CRA License
by establishing a presence in the
Kingdom must, among other
things, apply to the Saudi Arabian
General Investment Authority
(SAGIA) for a foreign investment
license (FIL).

The incorporation process for
foreign investors will generally

involve the following sequential
steps:

1. Commercial Name
Reserving a commercial name
with the Ministry of Commerce
and Industry (MOCI)

2. Foreign Investment License
Applying for a FIL at SAGIA
by submitting:

* Application form

« Governing body resolution

e Constitutional documents

Financial statements

Entity biography form

* Company profile

Business plan
« Initial CMA approval
e Commercial name reservation

3. Articles of Association
(only applicable for LLCs)
Approving the articles of
association (AoA) by MOCI,
signing the same before a
notary public and publishing
the AoA in the official gazette.

4. Commercial Register
Registering the company
with the Commercial
Register maintained by
MOCI.
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A requirement for a presence in the Kingdom

Applicants for a credit rating activity license (CRA License) must be:

1. incorporated in the Kingdom (with a minimum capital of two
million Saudi Arabian Riyals (SAR 2,000,000) or a working capital

sufficient for three (3) months, whichever sum is larger); or

2. a foreign credit rating agency registered or licensed in a
jurisdiction whose regulatory standards and requirements are at
least equivalent to those of the CMA (as determined by the CMA,
under its discretion) through a branch to be established and
licensed to operate in the Kingdom.

A requirement to register certain persons
Under the new CRA Regulations, the CMA has prescribed certain

functions as “registrable functions”. These include:

1. For credit rating agencies incorporated in the Kingdom: (i) the
CEO or managing director; (ii) the director or partner; (iii) the
compliance officer; (iv) the lead rating analyst; and (v) any other

function designated by the CMA as a registrable function; and

2. For branches of foreign credit rating agencies established in the
Kingdom: (i) the branch managing director or branch manager; (ii)
the branch compliance officer; (iii) the lead rating analyst engaged
in carrying out Rating Activities in the Kingdom; and (iv) any other

function designated by the CMA as a registrable function.

Registration is made with the CMA after meeting a specified
eligibility criteria, passing certain qualification examinations and

submitting an application form, all as prescribed by the CMA.

Interested in learning more?

Zeyad Khoshaim - zeyad@khoshaim.com
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