
 

 

COVID-19 Risks  
Gratuity Payments for Terminated Employees 

 
 

Companies are required to pay end-of-service gratuity to employees at the end of an 
employment relationship - unless the termination is under exceptional reasons where 
gratuity is not payable, such as dismissal on the ground of gross misconduct or if the 
employee was employed for less than one year as per the UAE law. 
 
In these unprecedented economic circumstances, companies opting for job cuts should 
be mindful that they must pay end of service gratuity for the terminated employees. 
 
However, some companies may not have enough cash reserves to meet all payment 
commitments immediately. 
 
In this alert, we look at some options for UAE employers and employees. 
 
1. If employers have not done so already, employers may choose to ask their employees 
to utilise their accumulated annual leave, carry out temporary or permanent reduction in 
salaries, and ask employees to take unpaid leave to delay payment of end of service 
gratuity. This will allow companies to reserve cash flow and reassess the economic 
climate for the coming months. 
 
2. Employers may choose to propose a reasonable payment schedule for all parties. 
 
3. If an agreement cannot be reached, a terminated employee may escalate the matter 
by bringing it before the appropriate local authority, being either the Ministry of Human 
Resources & Emiratisation or the Free Zone authority (if the company is based in a free 
zone). The relevant authority can assist in mediating the matter between the employee 
and employer. If, at this point, the parties are not able to come to an agreement, an 
employee may initiate a labour case. Employees should bear in mind that the timeline for 
resolution of such a case is approximately 9-12 months under usual circumstances. 
Furthermore, a positive judgment in an employee’s favour is not a guarantee of recovery 
of the due amount for end of service gratuity. 
 
If you would like specific advice based on your circumstances and particular employee-
related concerns in the current climate, please email: advisory@ismailicentredubai.org 
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