
 

FREQUENTLY ASKED QUESTIONS ON 
THE WAGES PROTECTION SYSTEM IN 
THE UNITED ARAB EMIRATES 
 

The Ministerial Decree 788 of 2009 
(Protection of Wages) ("WPS") came 
into force on 1 September 2009 in the 
United Arab Emirates ("UAE").  The 
WPS was implemented in stages and 
now all employers are required to 
comply.  

The WPS was designed to protect "blue collar 
workers" by allowing the Ministry of Labour 
to create a database that records wage 
payments in the private sector to help 
guarantee the timely payment of wages in 
accordance with the UAE Labour Law.   

However, we are aware that there is come 
uncertainty surrounding its scope and 
application.   In this article we respond to the 
questions we are frequently asked by our 
clients regarding the WPS. 

DOES THE WPS CURRENTLY APPLY IN 
THE 'FREE ZONES'? 

No.  The WPS applies to all institutions 
registered with the Ministry of Labour across 
all sectors and industries in the UAE.  
Therefore the WPS does not currently apply to 
companies established in the 'Free Zones' in 
the UAE.   

We understand, however, that some Free 
Zones are considering implementing their own 
Wages Protection System and in fact, JAFZA 

currently requires all companies to submit 
monthly 'salary certificates' which list the 
name of all sponsored employees against 
which employees' signatures are required to 
confirm that all payments have been received.  
It should also be noted that pursuant to the 
UAE Labour Law (which is applicable to all 
UAE 'Free Zones' with the exception of the 
Dubai International Financial Centre 
("DIFC")) all salaries in the UAE should be 
paid in UAE Dirhams although we understand 
that this is not currently enforced in many of 
the Free Zones.   

Of course, employers should bear in mind that 
the Free Zones could change their enforcement 
policy at any time. 

I HAVE RECEIVED NOTICE FROM THE 
MINISTRY OF LABOUR THAT I MUST 
COMPLY WITH THE WPS OR FACE 
PENALTIES.  WHAT SHOULD WE DO TO 
COMPLY WITH THE WPS? 

The WPS requires employers to transfer the 
payment of their employees' wages 
electronically via agents authorised by the 
UAE Central Bank (a full list of authorised 
agents is available on the Ministry of Labour 
website 
(http://www.MinistryofLabour.gov.ae/pdfs/Agents
List011009.pdf).   



The WPS also requires that employees' wages 
are paid at least once a month or on the dates 
specified in the employment contract if the 
employment contract specifies payment of 
wages at more frequent intervals ("Due Date"). 

�  The employer should open an account 
with one of the banks operating in the 
UAE (if it does not already have an 
account open).  

�  The employer should enter into a contract 
with a WPS agent that is authorized by the 
Central Bank of the UAE to provide the 
service.  

�  The employer should issue instructions to 
its bank to transfer salaries to its 
employees. These instructions should be 
accompanied by a detailed salary list and a 
copy of the list shall be sent to the agent.  

�  The WPS will send employees' details as 
well as the salary transfer instructions 
electronically to the Central Bank of the 
UAE, who will then forward those details 
to the Ministry of Labour database in order 
to make sure that the details received 
correspond with those registered with the 
Ministry of Labour.   

�  The WPS will send the approved 
information to the appointed agent in order 
to start paying the wages. 

WHAT PENALTIES CAN BE IMPOSED IF 
WE FAIL TO COMPLY WITH THE WPS?  

Where wages are not paid within a month of 
the Due Date then the employer may be 
refused further work permits for up to three 
months after the date the employer is in 
compliance with the WPS depending on the 
number of previous violations.  Where these 
sanctions are ineffective against the employer, 
the Ministry of Labour, at its discretion, may 
prohibit any other companies under common 
ownership with the errant employer from 
receiving further work permits until court 
proceedings to consider further sanctions have 
been concluded or until the violation is 
rectified.  

To date there appears to be a lack of 
enforcement of the WPS by the Ministry of 
Labour.  However, we expect that now the 
final stage of implementation has passed (31 
May 2010) that the Ministry of Labour will 
scrutinise compliance with WPS more closely. 

CAN WE CONTINUE TO PAY EMPLOYEE'S 
SALARIES INTO FOREIGN BANK 
ACCOUNTS? 

Our current understanding of the legal position 
is that it is unlikely to be possible for 
employers to pay salaries into foreign bank 
accounts. Our understanding is based on the 
wording of the legislation which clearly 
requires salary to be paid into an employee's 
bank account in the UAE. There is no 
reference to any exemptions from this 
obligation in the legislation.  

We continue to hear rumours that companies 
have been informed by the Ministry of Labour 
that exemptions from the WPS are possible.  
However we have made enquiries with the 
Ministry of Labour and have been advised that 
it is not possible to apply for an exemption 
from the WPS at present.  The Ministry of 
Labour officials with responsibility for the 
implementation of the WPS have advised that 
they were considering allowing those 
employees occupying senior/managerial 
positions to be paid into a foreign bank 
account abroad although this has not yet been 
implemented.    

IS THERE ANYTHING ELSE WE NEED TO 
CONSIDER? 

�  We are aware that it is a fairly common 
practice in the UAE for an employer to 
delay cancelling a departing employee's 
residence visa and work permit in order to 
provide the employee with more time in 
which to stay in the UAE.  During such an 
extension the employee does not receive 
any salary.  Such a practice may now not 
be possible under the WPS which requires 
employees to be paid monthly.  Employers 
should cancel visas within a reasonable 
period to comply with the immigration 
laws in any event. 
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�  Employers may also have to consult with 
employees who are currently paid in 
foreign currencies or overseas to explain 
that the employer is now under a legal 
obligation to pay salary into local UAE 
bank accounts. 

�  Employers may also have to consider 
lodging new standard government 
contracts of employment with the Ministry 
of Labour if salaries have been reduced to 
ensure that the wages payable to 
employees match the salary details held by 
the Ministry of Labour.   

We shall keep you updated of any 
developments on the WPS via Be Aware.  In 
the meantime if you have any queries you 
should contact one of our dedicated and 
specialist employment lawyers for the Gulf 
region:- 
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