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In brief 

Although there are no personal income tax obligations in the United Arab Emirates (UAE), there are 

certain mandatory requirements that employers are expected to comply with. We have summarized these 

requirements below. The UAE has begun to enforce various rules that were implemented in the last few 

years and are stricter in issuing and renewing work authorizations and residency permits when 

companies are noncompliant with local labour laws. 

 

In detail 

UAE wages protection 

system (WPS)  

The UAE Ministry of Labour 
generally requires employers to 
pay employees working in the 
UAE in local currency and 
through selected banks, 
financial institutions or Bureau 
de Changes that have been 
approved and authorized by the 
Ministry of Labour.  In limited 
instances, it is possible for the 
employer to remit the funds to 
the employee’s foreign bank 
account (specific guidance 
should be obtained in relation to 
this exception).   

Employers are not compliant 
with the Ministry of Labour 
requirements if their employees 
are paid under a foreign payroll 
and the funds are transferred to 
home country bank accounts. 
Through proper planning, it is 
possible to be on a split payroll 

arrangement and still comply 
with the local labour law 
requirements.   

Employers who do not comply 
with these requirements may 
face financial penalties and 
more importantly, could face 
difficulties when extending or 
renewing work permits for their 
work force or when issuing or 
processing new visas. 

Employment contracts 

registration 

The UAE Ministry of Labour 
requires all employees working 
in the UAE to have local UAE 
labour contracts approved by 
the Ministry of Labour in 
addition to any assignment 
letter or employment contracts 
in their home country.  The local 
employment contract should be 
properly registered and on file 
with the Ministry. 

Care should be taken in drafting 
these local labour contracts to 
ensure they comply with the 
Ministry of Labour’s 
requirements.  Not all 
deductions that are valid in the 
home country are considered as 
legitimate deductions for UAE 
employment contract purposes, 
for example hypothetical taxes.  
In some instances, these 
deductions may make the local 
contract void.  Care should also 
be taken in instances where 
employees are on home country 
payroll or on a split payroll 
arrangement to ensure 
compliance.   

End of service benefits 

(EOSB) 

The UAE Ministry of Labour 
requires that a mandatory EOSB 
(similar to severance pay) be 
paid to expatriate non-GCC 
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employees upon completion of their 
employment (end of assignment) in 
the UAE.  The EOSB may also apply in 
other GCC countries.   

In practice, the EOSB is often not 
properly accounted or budgeted for or 
calculated and paid out in an accurate 
manner.  The EOSB should be 
calculated based on the employment 
contract on file with the Ministry of 
Labour and may expose the employer 
to penalties for noncompliance.  It 
may be possible to limit costs to the 
employer by planning ahead and 
structuring the employment contract 
to be tax efficient regarding the EOSB. 
In certain instances, it may be 
possible to exempt the assignees from 
participating in the EOSB plan. 

Social security administration 

Although there is no individual 
income tax in the UAE, the Gulf 
Cooperation Council countries (GCC 
countries include - UAE, Oman, 
Bahrain, Kuwait, Saudi Arabia and 

Qatar) provide social security benefits 
to their GCC citizens.  Non-GCC 
citizens are not covered under this 
programme.   

Problems usually arise because of a 
lack of clarity as to what rate of social 
security should be applied and to 
which social security administration 
the funds should be remitted to when 
employing GCC nationals.  Certain 
processes can be implemented to 
make sure the contributions are paid 
to the correct social security 
administration within the respective 
GCC country.  Social security is 
funded on a regional basis and social 
security contributions for GCC 
nationals should be paid to the 
country of citizenship of the employee.  
This may involve certain operational 
difficulties in making sure the funds 
reach the appropriate social security 
administration for the employee in 
their home country and not the 
country where they are employed. 

The takeaway 

Although there are no income tax 
obligations in the UAE, it is important 
to be compliant with all local labour 
law requirements. Many of the 
changes put in place during the 
financial crisis to safeguard the 
interests of employees have now taken 
full effect and have been 
implemented. Noncompliance with 
these requirements may lead to severe 
penalties and in some extreme cases, 
cancellation of business licenses or 
work permits.  

Global mobility program managers 
should consider which employees may 
be affected by these guidelines and 
ensure compliance to limit the 
company's financial and reputational 
risk. By planning ahead, global 
mobility program managers may also 
reduce the costs of employing 
expatriates. 
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