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The Mechanism of Transferring Securities Under Swap Agreements to a
Qualified Foreign Investor's Account or to an Actual Ultimate Beneficiary's
Account

Reference to the Capital Market Authority's (the “Authority™) circular number
(18/3381/6/1/u=) dated 21/08/1439H corresponding to 07/05/2018G regarding its
approval for The Mechanism of Transferring Securities Under Swap Agreements to a
Qualified Foreign Investor's Account or to an Actual Ultimate Beneficiary’s Account.
We would like to inform you that the Authority’s Board of Commissioners has issued
its resolution dated 08/01/1445H corresponding to 26/07/2023G regarding the
approval for updating The Mechanism of Transferring Securities Under Swap
Agreements to a Qualified Foreign Investor's Account or to an Actual Ultimate
Beneficiary’s Account, to be as follows:

Part 1: Transferring Securities from an Ultimate Beneficiary's account in a Swap
Agreement to a Qualified Foreign Investor's Account:

Foreign investors who invest in the Saudi Capital Market via an ultimate beneficiary
swap account after being accepted as a qualified foreign investor (QFI) for a period
not exceeding twelve months from the date of opening a QFI account, shall transfer
all securities under the swap agreements where such QFI is the actual ultimate
beneficiary, if any, from the swap agreement account to his account as a QFI, as
following:

A- Transferring securities from a swap agreement account to an account of a
QFI registered at the Securities Depositary Center ("'the Depository Center') as
the ultimate beneficiary in the swap agreement with a capital market institution:

1) The QFI shall submit through the capital market institution that opened the QFI’s
investment account — a detailed transfer request of all securities under his swap
agreement account where the QFI is the ultimate beneficiary, to his account at the
Depository Center as per the form prepared by the Depository Center for this purpose.

2) The transfer request mentioned in paragraph (1) above shall be submitted when
applying for opening an account with the Depository Center.

3) The Depository Center shall take the necessary procedures to execute the transfer
process and close the swap agreements account of the QFI in relation. ('9
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4) The transfer process shall be executed after ensuring that there are no obligations
(including, but not limited to, pledges or seizures on securities) or an on-going buy
and sell orders on the securities in relation to the transfer request.

5) The cost of transferring is 20 Saudi Riyals for each company.

B- Transferring securities from a swap agreement account to a QFI account and
correcting a violation of paragraph (10) of the article nine of the Rules for
Foreign Investment in Securities where the QFI was not previously registered at
the Depository Center as an ultimate beneficiary of a swap agreement':

1) The fund manager, or any person acting on behalf of the QFI, shall through the
capital market institution that opened the QFI’s investment account - submit a detailed
transfer request of all the securities under his swap agreement in which the concerned
QFI is the actual ultimate beneficiary thereof, to his QFI account at the Depository
Center, as per the form prepared by the Depository Center for this purpose. The cost
of transferring is 70 Saudi Riyals for each company”.

2) The transfer request mentioned in paragraph (1) above shall be submitted when
applying for opening an account at the Depository Center, provided that such request
includes a confirmation that the QFI is the actual ultimate beneficiary of the securities
to be transferred.

3) The Depository Center shall take the necessary procedures to execute the transfer

process. d

! Paragraph (10) of article nine of the Rules for Foreign Investment in Securities issued by the Authority’s Circular
number (2023-26-2) dated 5/9/1444H corresponding to 27/3/2023G states that: "the Capital market institution must
purchase and sell the securities underlying the swap transactions through an investment porifolio under its name
with the Depositary Centre. Such investment porifolio shall include an indication that it is for the purpose of
executing swap transactions under the Swap Agreement. and an indication of the name, nationality and identity of
the Ultimate Beneficiary " and it is considered to be a violation of this paragraph if a foreign investor who is willing
1o open a QFI account is an investment fund investing as an ultimate beneficiary in a share of a listed company in
Tadawul through a swap agreement account, without being registered at the Depositary Center as the ultimate
beneficiary of the swap agreement account, as the fund manager or the person acting on behalf of the fund manager
is the registered ultimate beneficiary at the Depositary Center. In this case, the violation is addressed through
transferring the securities from the swap agreement account to the actual ultimate beneficiary's account for the
purpose of correcting the violation of paragraph (10) of the article nine of the Rules for Foreign Investment in
Securities.

* It should be noted that the transfer in this case shall be conducted from a swap agreement account under the name
of the fund manager, or a person acting on behalf of the fund manager (registered as an ultimate beneficiary) to the
QF1 account (the actual ultimate beneficiary).
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4) The transfer process shall be executed after ensuring that there are no obligations
(including, but not limited to, pledges or seizures on the securities) or an on-going buy
and sell orders on the securities in relation to the transfer request.

5) The fund manager shall submit a request to open swap agreements accounts at the
Depository Center for the other actual ultimate beneficiaries who are investing
through the fund manager's swap agreement account and have not opened a QFIs
account, noting that the transfer will be conducted through executing buy and sell
transactions as per the fees determined by Tadawul and approved by the Authority's
board.

Part 2: Transferring securities from the fund manager's swap agreement account

to the actual ultimate beneficiary's account to correct a violation of paragraph
(10) of the article nine of the Rules for Foreign Investment in Securities:

A fund manager, violating paragraph (10) of the article nine of the Rules for Foreign
Investment in Securities, who wishes to correct the violation in place and open
independent accounts for each actual ultimate beneficiary without qualifying any of
them as a QFI, shall follow the mechanism and costs prescribed in paragraph (B/5) of
Part (1).

If vou have any further clarification. please contact Investment product development
department via FI-QFI@cma.org.sa or phone number (011-4906006)
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