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The Application of the Saudi Ministry of Commerce's
Decision to Mandate the Use of the National Classification
for Economic Activities (ISIC4) and Its Impact on Special
Purpose Entities with Mixed Economy in the Municipal
Sector
Mahne R Alzhrani
Law Department “Commercial Law” ,Sharia and Law
College, Taif University , Kingdom of Saudi Arabia.
E-mail: alzhranimahne@gmail.com

Abstract:

This paper examines the implications of the Saudi government’s
decision to mandate the use of the National Classification for
Economic Activities (ISIC%) on Public-Private Partnership (PPP)
project companies operating within the municipal sector. These
companies, often established as Special Purpose Vehicles (SPVs) for
geographically defined zones (i.e., "concession areas"), have become
central to delivering urban infrastructure and services under Vision
2030’s privatization and economic diversification goals. The study
focuses on the legal and administrative challenges arising from
applying the ISIC4 classification-originally designed without
geographical considerations-to PPP municipal project companies
whose scope is inherently tied to specific localities. In particular, the
paper highlights how the Ministry of Commerce's implementation of
ISIC4, and the accompanying commercial registration reforms,
overlooked the spatial limitations set forth in PPP agreements,
potentially allowing these entities to operate beyond their designated
zones without clear legal guardrails.

Using a combined doctrinal and applied legal research
methodology, the paper analyzes the legal framework governing PPPs
in Saudi Arabia and evaluates the alignment of ISIC¢ with the
operational realities of municipal SPVs. It further investigates the
effects of recent legislative and procedural reforms on commercial
registration processes, including the removal of local registration
requirements and the centralization of activities under a single
commercial register. Ultimately, the paper argues for the need to
integrate concession area data explicitly into commercial registration
processes for municipal PPP companies to preserve legal certainty,
ensure transparency, and support the effectiveness of ISIC¢ as a
regulatory tool. Practical recommendations are provided to refine
regulatory coherence and reinforce Saudi Arabia’s competitive
standing in international business indices, particularly in relation to the
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"Best to do Business" indicators used by the World Bank.

Keywords: National Classification of Economic Activities
(ISIC4) Regulation, Participation of Private Sector Law, Public-Private
Partnerships (PPPs), Ease of Doing Business Indicators, Commercial
Registration Automation, Municipal Sector Companies.
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