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Understanding	labor	laws	is	crucial	for	both	employers	and	employees,	especially	when	it	comes	to	rights	and	benefits.	In	Saudi	Arabia,	the	concept	of	gratuity,	or	End	of	Service	Benefits	(EOSB),	is	an	integral	part	of	the	employment	relationship.	It	reflects	the	acknowledgment	and	appreciation	of	an	employee’s	contributions	over	their	tenure.
Whether	you’re	an	expatriate	working	in	the	Kingdom	or	a	business	owner	navigating	the	Saudi	labor	landscape,	understanding	the	details	of	EOSB	can	make	a	significant	difference.	In	this	guide,	we’ll	break	down	the	key	aspects	of	Article	84	of	the	Saudi	Labor	Law,	explain	gratuity	entitlement	in	various	scenarios	like	resignation	or	termination,
and	provide	examples	to	make	the	calculations	simple	and	clear.	Let’s	explore	how	gratuity	works	and	ensure	you’re	well-informed	about	this	essential	component	of	employment	in	KSA.	Read	Also:	Guide	on	Employee	Termination	in	Saudi	Arabia	What	is	Gratuity	or	End	Of	Service	Benefits	(EOSB)?	Gratuity	or	end	of	service	benefits	(EOSB)	is	a
monetary	token	of	acknowledgment	paid	to	an	employee	by	the	company	for	their	commitment,	diligence,	and	efforts	they	have	contributed	during	the	tenure	of	service.	This	amount	is	usually	paid	after	the	employment	ends	–	whether	the	employee	resigns	or	gets	terminated	by	the	company.	According	to	Saudi	labor	law,	if	an	employee	wishes	to
resign,	he	is	entitled	to	receive	gratuity	from	the	company	after	completion	of	two	years	in	the	same	company.	However,	if	the	employee	is	terminated,	he	is	entitled	to	receive	a	full	accumulation	of	gratuity	in	case	of	serving	more	than	a	year	in	the	same	company.	Gratuity	is	considered	a	liability	to	the	employer.	Who	is	Eligible	for	End	of	Service
Benefits	(Gratuity)	in	KSA?	The	calculation	and	entitlement	of	End	of	Service	according	to	Saudi	labor	law	starts	from	the	first	day	of	service	till	the	last	day	of	employment	of	the	worker.	However,	some	factors	affect	the	calculations,	which	we	will	discuss	below.	Read	Also:	GOSI	Calculation	and	Benefits	in	Saudi	Arabia	What	Are	the	Factors
Affecting	the	End	of	Service	Benefits	(Gratuity)	in	Saudi	Arabia?	The	Saudi	labor	law	has	defined	two	types	of	contracts	of	employment	–	a	fixed	contract	and	an	open-ended	contract.	The	type	of	contract	does	not	affect	the	amount	of	gratuity	to	be	paid,	however,	the	way	an	employment	ends	affects	the	gratuity	amount	i.e.	Resignation	or	Termination.
In	Case	of	Resignation	The	Saudi	labor	law	states:	“If	the	work	relation	ends	due	to	the	worker’s	resignation,	he	shall,	in	this	case,	be	entitled	to	one-third	of	the	award	after	a	service	of	not	less	than	two	consecutive	years	and	not	more	than	five	years,	to	two	thirds	if	his	service	is	more	than	five	successive	years	but	less	than	ten	years	and	to	the	full
award	if	his	service	amounts	to	ten	or	more	years.”	This	means:	Service	Tenure	Gratuity	Entitlement	Less	than	2	years	No	gratuity	shall	be	paid	Between	2	and	5	years	One-third	of	the	gratuity	shall	be	paid	Between	5	and	10	years	Two-thirds	of	the	gratuity	shall	be	paid	More	than	10	years	Full	gratuity	shall	be	paid	In	Case	of	Termination	The	Saudi
labor	law	states:	“As	an	exception	to	the	provisions	of	Article	(85)	of	this	Law,	the	worker	shall	be	entitled	to	the	full	award	if	he	leaves	the	work	due	to	a	force	majeure	beyond	his	control.”	This	means:	Service	Tenure	Gratuity	Payment	Less	than	1	year	No	gratuity	shall	be	paid	Between	1	and	5	years	Half-month	salary	per	year	of	service	More	than	5
years	Full	gratuity	shall	be	paid	Example	to	Calculate	the	End	of	Service	Benefits	(Gratuity)	in	KSA	Here	is	an	example	of	a	gratuity	calculating	chart	for	an	employee	with	a	last	salary	of	SAR	10,000.	In	this	chart	we	have	shown	calculations	for	both	cases	–	service	tenure	being	under	5	years	and	above	5	years.	Gratuity	Service	Tenure	Less	than	5
years	5	years	and	above	Monthly	Salary	(SAR)	10,000	10,000	Payroll	Month	Nov-19	Nov-19	No.	of	years	worked	4.5	7.5	Wage	per	day	333.33	333.33	Gratuity	days	62.05	151.5	First	5	years	(1/2	monthly	salary	per	year)	20,671.23	25,000	5+	years	(1	monthly	salary	per	year)	NIL	25500	Total	Gratuity	20,671.23	50,500	Seamless	HR	&	Payroll	Solutions
for	Your	Business	Success	in	the	Middle	East	If	you	are	looking	for	a	firm	to	assist	you	with	EOSB	(End	of	Service	Benefits),	EOR	(Employer	of	Record)	Services,	and	perfect	HR	solutions	for	your	staff,	Payroll	Middle	East	is	your	savior	being	one	of	the	best	HR	outsourcing	companies!	We	provider	to	our	clients	with	the	right	kind	of	human	resource
outsourcing	facilities	enabling	them	to	retain	their	best	talent	resources	in	the	Middle	East	region.	Whether	your	company	needs	guidance	on	staff	employment,	payroll	management,	or	termination	of	services,	we	have	it	all	covered	for	you.	Our	services	are	affordable,	smooth,	and	well-guided	to	relieve	your	company’s	HR	functions.	End	of	Service
Benefits,	Award	or	Gratuity	(ESB)	in	Saudi	Arabia	End	of	Service	Benefits	or	Award	is	applicable	for	those	expatriates	who	completed	a	minimum	of	two	years	service	in	any	company	of	Saudi	Arabia.	If	an	employee	service	is	less	than	two	years	in	a	company,	Then	he	is	not	eligible	for	any	kind	of		End	of	Service	Award	or	Benefits.	End	of	Service
Benefits	will	be	calculated	only	while	you	are	leaving	the	company,	Whether	you	are	resigning	the	job	or	you	are	terminated	by	your	employer,	Note	entitlement	or	benefits	is	different	in	both	the	cases.	End	of	Service	Benefits	in	Saudi	Labor	Law	for	Resignation	of	Employee	:	1.	If	an	employee	is	resigned	before	the	service	of	two	years,	Then	he	is	not
eligible	for	any	kind	of	End	of	Service	Benefits	like	ESB,	percentage	of	Salary,	Entitlement.	2.	If	an	employee	is	resigned	after	servicing	two	years	but	less	than	five	years	(2-5	years)	then	he	is	eligible	for	1/3rd	of	End	of	Service	Benefits	award.	Here	percentage	of	salary	will	be	half	of	the	salary.	3.	If	an	employee	is	resigned	after	servicing	five	years
but	lessthan	ten	years	(5-10	years)	then	he	is	eligible	for	2/3rd	of	ESB	award,	Here	percentage	of	salary	will	be	full	salary	of	the	employee.	4.	If	an	employee	is	resigned	from	the	job	or	the	employer	terminate	him	after	10	years	of	servicing	(10+	years)	the	he	is	eligible	for	full	End	of	Service	Benefits	award,	Here	percentage	of	salary	will	be	his	full
salary.	End	of	Service	Benefits	in	Saudi	Labor	Law	for	Termination	of	Contract	of	Employee	:	1.	If	an	employer	terminates	an	employee	from	company	before	his	5	years	of	service,	then	he	is	eligible	for	half	salary.	2.	If	an	employer	terminates	an	employee	from	company	after	servicing	of	5	years,	then	he	is	eligible	for	half	salary	for	first	five	years,
After	5	years	full	salary	will	be	calculated.	For	Women	Employees	:	-	If	a	women	employee	resign	the	job	within	6	months	of	her	marriage	the	she	is	eligible	to	get	full	rewards	of	End	of	Service	Benefits.	-	In	the	same	way,	If	a	women	resign	the	job	after	3	months	of	giving	a	birth	to	child,	then	also	she	is	eligible	to	get	full	rewards	of	ESB.	Expatriates
can	also	calculate	their	End	of	Service	Benefits	from	government	website	of	Labor	Education.	Know	more	:	ESB	Calculator	End	of	service	benefits	Saudi	labor	law	is	considered	one	of	the	most	important	rights	that	a	worker	obtains	after	the	end	of	his	employment	relationship	with	the	employer,	as	this	gratuity	constitutes	an	important	source	of
financial	security	and	psychological	stability	for	the	worker,	especially	after	years	of	work	and	diligence.	It	is	a	fair	compensation	for	the	efforts	he	made	throughout	his	service	period,	which	enhances	his	sense	of	satisfaction	and	confidence	in	the	work	law.	In	this	article,	we	will	talk	in	detail	about	the	Saudi	labor	law	end	of	service	benefits,	as	we
will	explain	how	to	calculate	the	benefits,	the	conditions	that	must	be	met	to	obtain	it,	in	addition	to	the	cases	that	may	lead	to	the	worker	being	deprived	of	it.	The	law	did	not	specify	strict	criteria	that	must	be	met	to	be	eligible	for	the	end-of-service	gratuity,	but	it	set	clear	controls	for	calculating	it	in	accordance	with	Article	84.	Based	on	practical
experience	and	dealing	with	many	cases,	the	basic	conditions	for	obtaining	this	gratuity	can	be	summarized	as	follows:	end	of	service	benefits	Saudi	labor	law	The	gratuity	is	not	due	until	the	relationship	between	the	two	parties	ends,	whether	by	the	end	of	a	fixed-term	contract,	or	an	indefinite-term	termination	with	notice,	or	by	other	methods
stipulated	in	the	law.	It	is	necessary	to	ensure	that	there	is	conclusive	evidence	of	the	end	of	the	relationship,	such	as	a	written	document,	an	electronic	message,	a	witness	testimony,	or	any	other	means	proving	this.	Read	also:	Saudi	Labor	Law	Vacation	Pay:	A	Comprehensive	Guide	End	of	service	benefits	Saudi	labor	law	is	not	granted	for	the
worker	if	he	is	dismissed	for	one	of	the	reasons	mentioned	in	Article	80,	which	include	serious	breach	of	work	or	infringement	of	the	employer’s	rights,	as	this	is	considered	a	legitimate	protection	to	preserve	the	work	environment.	The	gratuity	is	not	completely	canceled	in	the	event	of	resignation,	but	its	conditions	and	value	differ.	It	is	required	to
have	more	than	two	years	of	service,	and	the	percentage	is	calculated	based	on	the	total	years	of	work	as	determined	by	the	law.	The	end-of-service	gratuity	is	not	a	privilege	granted	by	the	employer,	but	rather	a	statutory	right	that	is	obligated	upon	the	termination	of	the	contractual	relationship.	Any	other	gratuities	granted	by	agreement	between
the	two	parties	do	not	affect	the	gratuity	stipulated	by	the	law,	as	each	is	dealt	with	independently.	The	employer	may	not	include	any	condition	in	the	contract	that	exempts	him	from	paying	the	end-of-service	gratuity,	as	this	condition	is	considered	void	according	to	Article	8,	which	stipulates	that	any	agreement	that	violates	the	provisions	of	the	law
is	void	unless	it	is	more	beneficial	to	the	worker.	Some	employers	resort	to	paying	the	gratuity	partially	or		periodically	during	the	continuation	of	the	contractual	relationship	to	reduce	future	financial	burdens.	However,	the	original	is	that	the	gratuity	is	paid	after	the	end	of	service	and	not	before	that,	according	to	the	statutory	rules.	end	of	service
benefits	Saudi	labor	law	The	end	of	service	benefits	is	an	inherent	right	of	the	employee,	and	he	can	only	be	deprived	of	it	in	exceptional	cases	exclusively	stipulated	by	the	law,	according	to	Article	80.	This	restriction	comes	due	to	the	importance	of	the	benefits	as	a	regulatory	obligation	that	may	not	be	dropped	except	for	essential	reasons	that
require	it.	The	following	are	the	most	prominent	cases	that	lead	to	the	employee	losing	his	end	of	service	benefits:	Assault	on	others	in	the	work	environment:	If	the	employee	assaults	his	manager	or	colleagues,	whether	the	assault	is	verbal	or	physical,	this	is	considered	a	legitimate	reason	to	end	the	relationship	without	entitlement	to	the	benefits,	in
order	to	maintain	a	safe	work	environment.	Serious	breach	of	job	duties:	Failure	to	perform	essential	tasks,	or	failure	to	comply	with	essential	instructions,	is	considered	a	legal	reason	to	terminate	the	contract	without	benefits,	due	to	the	negative	impact	it	has	on	the	workflow.	Committing	unethical	or	dishonest	behavior:	Any	act	that	violates	honor
or	honesty	inside	or	outside	the	scope	of	work,	affecting	mutual	trust,	justifies	termination	of	service	without	entitlement	to	benefits.	Causing	significant	financial	losses:	If	the	employee	causes	significant	financial	losses	as	a	result	of	gross	negligence	or	deliberate	action,	and	the	incident	must	be	reported	within	24	hours	of	its	discovery,	the	relevant
authority	has	the	right	to	terminate	the	relationship	without	benefits.	Proof	of	forgery	in	employment	documents:	If	it	is	found	that	the	employee	obtained	the	job	using	forged	documents	or	data,	he	loses	his	right	to	benefits,	as	this	is	considered	a	flagrant	iolation	of	the	principles	of	integrity.	Terminating	the	relationship	during	the	probation	period:
During	the	pre-determined	probation	period,	the	contract	can	be	terminated	without	obligation	to	pay	the	end	of	service	benefits,	as	the	period	is	allocated	to	assessing	efficiency	and	job	suitability.	Unjustified	absence	from	work:	If	the	absence	exceeds	30	intermittent	days	or	15	consecutive	days	without	a	legitimate	reason,	and	with	a	written
warning	after	20	intermittent	days	or	10	consecutive	days,	the	service	may	be	terminated	without	compensation.	Exploiting	the	job	to	achieve	personal	gain:	Any	illegal	use	of	the	job	position	for	the	purpose	of	achieving	a	direct	or	indirect	personal	benefit	is	a	breach	of	job	integrity	and	justifies	termination	of	the	contract	without	compensation.
Disclosure	of	confidential	information:	Leaking	business	secrets	or	any	sensitive	information	is	considered	a	serious	violation	that	leads	to	termination	of	the	relationship	without	entitlement	to	compensation,	given	the	importance	of	data	confidentiality	in	different	work	environments.	Check	out:	Article	77	Saudi	Labor	Law:	Employee	Compensation
Rights	end	of	service	benefits	Saudi	labor	law	are	essential	for	ensuring	financial	stability	and	fairness	for	employees	after	their	service	ends.	They	acknowledge	the	worker’s	dedication	and	contributions	while	reinforcing	confidence	in	labor	rights.	However,	understanding	the	exact	conditions,	calculations,	and	legal	implications	can	sometimes	be
complex.	To	ensure	you	receive	your	full	entitlements	and	navigate	any	disputes	effectively,	it’s	always	best	to	seek	expert	legal	guidance.	Etqan	Law	Firm	specializes	in	labor	law	matters	and	can	provide	the	professional	support	needed	to	protect	your	rights.	Consulting	experienced	legal	professionals	can	make	all	the	difference	in	s	The	Etqan	Al
Mutamayza	Law	Firm	can	provide	the	necessary	support.	You	can	contact	their	team	through	the	following	mobile	numbers:	056113776,	0541110440,	504315333	Alternatively,	you	can	visit	our	branches:	Learn	about:	The	Saudi	Labor	Law:	Key	Regulations	&	Employee	Rights	Jeddah:	Al-Aziziyah	District–Mohammed	bin	Abdulaziz	Street	(Tahlia)
Riyadh:	King	Abdulaziz	Street	–	In	front	of	Kingdom	Dammam:	Al-Ashri’a	Street,	Al-Badeea,	Dammam	32415.	ecuring	what	you	rightfully	deserve.	The	Saudi	Labor	Law	determines	the	mechanism	for	the	final	exit	of	expatriates	from	the	Kingdom	according	to	a	set	of	laws	and	procedures	that	guarantee	the	rights	of	the	worker	and	the	employer.
Expatriates	can	apply	for	a	final	exit	visa	through	the	“Absher”	platform	without	the	need	for	the	sponsor’s	approval,	provided	that	requirements	are	met,	such	as	the	validity	of	the	residence	and	the	absence	of	unpaid	financial	obligations.The	employer	is	also	responsible	for	issuing	the	required	work	permits	upon	the	expiration	of	the	contract.	The
law	also	regulates	the	terms	of	contract	termination,	as	the	worker	has	the	right	to	leave	without	losing	his	dues	if	the	terms	of	the	contract	are	violated	by	the	employer,	according	to	Article	81	of	Saudi	Labor	Law.	The	Saudi	labor	law	defines	contract	termination	rules	to	protect	both	parties’	rights.	Fixed-term	contracts	end	automatically	upon
expiration,	while	indefinite-term	contracts	require	prior	notice.	Immediate	termination	is	allowed	if	either	party	violates	contract	terms,	as	per	Articles	80	and	81.	Employees	are	entitled	to	end	of	service	benefits	according	to	Saudi	labor	law	after	two	years	of	work,	and	employers	must	settle	dues	within	14	days.	The	law	aims	to	ensure	a	fair	and
balanced	work	environment	for	all.	Employee	rights	after	terminating	a	work	contract	are	guaranteed	under	the	Saudi	Labor	Law.	Employers	are	not	permitted	to	deny	these	rights	except	in	specific,	legally	defined	cases.	In	this	article,	we	will	explore	these	rights	and	how	employees	can	claim	them	effectively.	Receiving	end-of-service	benefits	is	one
of	the	most	prominent	rights	of	employees	after	the	termination	of	their	work	contract.	This	is	an	obligation	on	the	employer,	who	must	pay	the	employee	a	financial	amount	proportional	to	their	length	of	service,	as	stipulated	in	Article	84	of	the	Saudi	Labor	Law.	The	purpose	of	explicitly	guaranteeing	end-of-service	benefits	in	the	law	is	to	encourage
employees	to	continue	working	and	to	secure	their	future	against	risks	like	disability	or	old	age.	Therefore,	employees	should	ensure	they	claim	this	right,	and	if	needed,	seek	assistance	from	a	lawyer	specializing	in	labor	disputes	to	retrieve	their	full	entitlements.	if	you	need	any	help	contact	a	labor	law	attorney	in	Riyadh	The	Saudi	Labor	Law
outlines	specific	conditions	for	eligibility	to	end-of-service	benefits:	Contract	Termination:	The	contract	ends	due	to	general	reasons	for	termination.	The	agreed	duration	of	a	fixed-term	contract	ends,	or	the	agreed-upon	work	is	completed	in	contracts	for	specific	tasks.	Employer-Initiated	Termination:	In	cases	of	indefinite-term	contracts,	the
employer	terminates	the	contract,	whether	or	not	there	is	a	valid	reason.	Employee	Resignation:	Employees	are	entitled	to	benefits	if	they	resign	after	completing	at	least	two	years	of	continuous	service.	They	do	not	qualify	for	benefits	if	they	resign	before	this	period.	Partial	Entitlement	Based	on	Service	Duration:	Employees	receive	one-third	of	the
benefit	if	their	service	is	between	two	and	five	years.	Employees	receive	two-thirds	if	their	service	exceeds	five	years	but	is	less	than	ten	years.	Full	benefits	are	granted	for	ten	or	more	years	of	service.	Force	Majeure:	If	the	contract	ends	due	to	unavoidable	circumstances,	the	employee	is	entitled	to	full	benefits,	regardless	of	the	contract	type	or
duration.	Female	Employees	Resigning	Due	to	Marriage	or	Childbirth:	Women	are	entitled	to	full	benefits	if	they	resign	within	six	months	of	their	marriage	or	three	months	after	giving	birth.	Violations	by	the	Employer:	Employees	leaving	due	to	violations	by	the	employer,	as	specified	in	Article	81	of	the	Labor	Law,	are	entitled	to	full	benefits.
Employees	are	denied	end-of-service	benefits	if	their	contract	is	terminated	due	to	reasons	stated	in	Article	80	of	the	Labor	Law,	such	as	severe	misconduct	or	breaches	of	contract	terms.	The	Saudi	Labor	Law,	as	stated	in	Article	84,	explains	how	end-of-service	benefits	are	calculated:	“If	the	employment	relationship	ends,	the	employer	must	pay	the
employee	a	benefit	for	their	service	period,	calculated	as	half	a	month’s	wage	for	each	of	the	first	five	years	and	a	full	month’s	wage	for	each	of	the	subsequent	years.	The	last	wage	received	by	the	employee	is	used	as	the	basis	for	the	calculation.	The	employee	is	also	entitled	to	a	proportionate	benefit	for	any	partial	year	of	service.”	Service	Duration:
For	the	first	five	years,	the	benefit	is	calculated	based	on	half	a	month’s	wage	for	each	year.	For	any	service	beyond	five	years,	the	benefit	is	calculated	as	one	month’s	wage	for	each	year.	Partial	Years:	Employees	are	entitled	to	a	proportional	benefit	for	any	months	worked	that	do	not	amount	to	a	full	year.	For	instance,	if	an	employee	worked	a	few
months	without	completing	a	full	year,	they	are	still	entitled	to	a	benefit	for	those	months.	Basis	of	Calculation:	The	last	wage	received	is	the	standard	for	calculating	the	benefit.	Additional	earnings,	such	as	overtime	pay	or	commissions,	are	excluded	unless	otherwise	agreed	upon,	as	per	Article	86	of	the	law.	Read	Also:	Article	83	of	the	Saudi	Labor
Law:	Non-Compete	Clauses	and	Protection	of	Trade	Secrets	Resignation	before	Two	Years:	Employees	are	not	entitled	to	end-of-service	benefits	if	they	resign	before	completing	two	continuous	years	of	service.	Resignation	After	Two	Years:	Employees	who	resign	after	at	least	two	years	and	up	to	five	years	of	service	receive	one-third	of	the	calculated
benefit.	For	service	exceeding	five	years	but	less	than	ten	years,	employees	are	entitled	to	two-thirds	of	the	benefit.	Full	benefits	are	granted	for	service	durations	of	ten	years	or	more.	Employees	are	entitled	to	full	end-of-service	benefits	in	the	following	situations:	If	the	employee	leaves	due	to	an	unavoidable	force	majeure.	If	a	female	employee
resigns:	Within	six	months	of	marriage.	Within	three	months	of	childbirth.	This	ensures	that	employees’	rights	are	protected	even	under	unique	or	unexpected	circumstances.	The	Saudi	Labor	Law	mandates	that	employers	must	provide	employees,	upon	request,	with	a	Certificate	of	Service.	This	certificate	serves	as	proof	of	experience	and	facilitates
the	employee’s	search	for	new	job	opportunities.	It	is	considered	one	of	the	most	important	rights	granted	to	employees	after	the	termination	of	their	employment	contract.	Employers	are	also	obligated	to	return	all	documents	and	records	that	the	employee	had	submitted	at	the	time	of	their	hiring.	This	is	stipulated	in	Article	64	of	the	law,	amended
under	Royal	Decree	No.	(M/46),	which	states:	Certificate	of	Service:	Employers	must	issue	a	service	certificate	free	of	charge	upon	the	employee’s	request.	The	certificate	must	include	the	following	details:	Date	of	employment.	Date	of	contract	termination.	Job	title.	Last	salary	earned.	Employers	are	prohibited	from	including	any	remarks	in	the
certificate	that	could	harm	the	employee’s	reputation	or	reduce	their	future	employment	prospects.	Return	of	Employee	Documents:	Employers	must	return	all	certificates	or	documents	submitted	by	the	employee	during	the	hiring	process.	Read	Also:	Article	75	of	the	Saudi	Labor	Law:	Conditions	and	Rights	for	Terminating	Contracts	and
Compensation	The	certificate	must	focus	on	the	key	details	of	the	employee’s	role	and	salary,	without	including:	Recommendations	or	endorsements.	Criticism	of	the	employee’s	performance,	reliability,	or	skills.	The	employer	cannot	deny	the	employee	this	certificate,	even	if	the	contract	was	terminated	due	to	reasons	attributed	to	the	employee.	It	is
a	fundamental	right	of	the	worker	after	the	contract’s	termination.	Similarly,	all	personal	documents	or	records	handed	to	the	employer	during	employment	must	be	returned	to	the	employee.	Another	key	right	of	employees	after	the	termination	of	their	work	contract	is	the	receipt	of	all	financial	entitlements	agreed	upon	in	the	employment	contract.
These	include:	Vacation	allowances.	Housing	allowances.	Transportation	allowances.	Any	other	financial	benefits	specified	in	the	employment	contract.	The	Saudi	Labor	Law	ensures	that	employees	receive	their	agreed-upon	financial	entitlements	after	contract	termination.	Employers	are	legally	obligated	to	pay	these	amounts	and	cannot	withhold
them	except	in	specific	circumstances	explicitly	stated	in	the	Labor	Law.	If	you	require	legal	assistance	in	claiming	your	financial	entitlements,	consider	consulting	a	legal	expert	or	firm,	such	as	Al-Othman	Law	Firm,	for	guidance	on	understanding	and	securing	your	rights.	Every	employee	working	in	KSA	is	entitled	to	get	End	of	Service	Benefits	at
the	end	of	his	employment	term.	Here,	we	have	given	an	end-of-service	benefits	(ESB)	calculator	and	explained	the	calculation	in	detail	as	per	Saudi	Labor	Law.		End-of-service	calculator	End	of	Service	Calculation	SAR	End	of	Service	for	the	first	2	years	End	of	Service	for	the	first	5	years	End	of	Service	for	5	to	10	Years	End	of	Service	for	more	than
10	years	End	of	Service	Entitlement	We	have	developed	this	ESB	calculator	ourselves	and	tested	it	several	times.	You	need	to	enter;	Start	and	end	date	of	employment.	The	number	of	days	you	have	taken	leaves	without	pay.	Total	Gross	Salary.	Reason	for	termination/resignation.	Who	is	entitled	to	get	ESB?	Every	employee	working	in	KSA	is	entitled
to	get	the	end-of-service	benefits	with	the	following	three	exceptions;	The	gratuity	calculation	varies	depending	upon	the	fact	that	the	employee	is	terminated	or	resigned.		As	per	Article	84	of	Saudi	Labor	Law,	an	employee	is	entitled	to	the	following	end-of-service	benefits	in	case	of	termination;	1/2	salary	for	the	first	5	years	for	each	year	served.	Full
salary	after	the	first	5	years	for	each	year	served.	Keep	in	mind	that	there	is	no	ESB	entitlement	if	an	employee	is	terminated	under	Article	80	of	Saudi	Labor	Law.	An	employee	got	terminated	after	working	for	7	years	in	a	company.	His	last	total	salary	was	SR	10,000/month.	The	following	screenshot	has	been	taken	from	the	ESB	calculator	given
above.	ESB	for	the	first	5	years	=	5	Years	X	10,000	/	2	=	25,000.	ESB	for	the	next	period		=	2	Years	X	10,000	=	20,000.	Total		=	SR	45,000.	ESB	in	case	of	Resignation	There	are	7	different	scenarios	that	have	an	impact	on	the	calculation	of	the	end-of-service	benefits	in	case	of	resignation.	According	to	Article	85	of	Saudi	Labor	Law,	if	an	employee
resigns	within	2	years	of	resignation	without	completing	his	contract,	he	is	not	entitled	to	any	end-of-service	benefits.	According	to	Article	85	of	Saudi	Labor	Law,	if	an	employee	resigns	after	2	years	but	before	completing	5	years	of	service;	He	is	entitled	to	1/3rd	of	his	ESB	award.	ESB	Award:	Half	salary	for	each	year.	An	employee	resigned	after
working	for	4	years	in	a	company.	His	last	total	salary	was	SR	10,000/month.	The	following	screenshot	has	been	taken	from	the	End	of	Service	Benefits	calculator	given	above.	ESB	for	the	first	4	years:	(10,000/2)	X	4	X	1	/	3	=	SR	6,667.	As	per	Article	85	of	Saudi	Labor	Law,	an	employee	who	resigns	after	completing	5	years	but	before	10	years	of
service	is	entitled	to;	2/3rd	of	his	ESB	award.	ESB	Award:	1/2	salary	for	5	years	+	Full	salary	for	each	next	year.	Example	An	employee	resigned	after	working	for	7	years	in	a	company.	His	last	total	salary	was	SR	10,000/month.	ESB	for	the	first	5	years	=	(10,000/2)	X	5	X	(2/3)	=	SR	16,667	ESB	for	the	next	period		=	10,000	X	2	X	(2/3)	=	SR	13,333
Total	=	16,667	+	13,333	=	SR	30,000.	A	worker	who	resigns	after	completing	10	years	in	a	company	will	get	his	full	end-of-service	benefits	award	as	per	Article	85	of	Saudi	Labor	Law	i.e.	1/2	salary	per	year	for	the	first	5	years.	Full	salary	per	year	for	the	next	period.	Example	An	employee	resigned	after	working	for	11	years	in	a	company.	His	last
total	salary	was	SR	10,000/month.	The	following	screenshot	has	been	taken	from	the	ESB	calculator	given	above.	ESB	for	the	first	5	years:	(10,000/2)	X	5	X	(1/2)	=	SR	25,000.	ESB	for	the	next	period:	10,000	X	6	=	SR	60,000.	Total	=	25,000	+	60,000	=	SR	85,000.	If	an	employee	resigns	at	the	contract	completion,	he	is	entitled	to	his	full	end-of-
service	benefits	award,	i.e.	1/2	salary	per	annum	for	the	first	5	years.	Full	salary	per	annum	after	the	first	5	years.	In	other	words,	the	ESB	will	be	calculated	in	the	same	way	as	if	the	employee	was	terminated.		An	employee	resigned	before	his	next	contract	renewal	after	completing	his	two-year	contract	with	the	company.	His	last	total	salary	was	SR
10,000/month.	End	of	Service	Benefits:	(10,000/2)	X	2	=	SR	10,000.	If	an	employee	resigns	under	Article	81	of	Saudi	Labor	Law,	he	can	still	receive	his	full	end-of-service	benefits.	We	have	incorporated	this	calculation	into	the	end-of-service	calculator	given	above.	Article	87	of	Saudi	Labor	Law	states	that	the	following	employees	will	also	get	a	total
ESB	award.	A	female	employee	who	resigns	within	6	months	of	marriage.	A	female	employee	who	resigns	within	3	months	of	becoming	a	mother.	An	employee	resigns	due	to	a	natural	disability.	In	case	of	death	of	an	employee.	What	is	included	in	the	ESB?	As	per	Article	2	of	Saudi	Labor	Law,	all	the	fixed	benefits	paid	to	an	employee	are	included	in
the	end-of-service	benefits	calculation,	such	as;	Basic	Salary.	Housing.	Transportation.	Mobile	Allowance.	However,	those	benefits,	contingent	upon	other	factors,	such	as	sales	incentives,	ticket	allowance,	and	bonuses,	are	not	included	in	it.	Payment	of	End	of	Service	Benefits	According	to	Article	88	of	Saudi	Labor	Law,	an	employer	is	obliged	to	pay
end-of-service	benefits	within;	1	week	in	case	of	termination.	2	weeks	in	case	of	resignation.	If	the	ESB	is	not	paid	within	2	weeks,	the	employee	has	the	right	to	file	a	case	in	the	Saudi	Labor	Court.	Moreover,	the	employer	is	fined	SR	10,000	for	delaying	the	ESB	by	more	than	2	weeks.	Moreover,	the	Saudi	Central	Bank	(SAMA)	has	also	clarified	that
banks	do	not	have	the	authority	to	withhold	the	end-of-service	awards	of	their	customers	until	or	unless	they	have	a	judicial	statement	allowing	them	to	do	so.	ESB	for	Domestic	Workers	According	to	Article	16	of	Resolution	310	of	the	Council	of	Ministers	dated	07/09/1434,	A	domestic	worker	is	entitled	to	one	salary	after	4	years	of	service.	If	a
housemaid	or	a	house	driver	worked	for	12	years,	he	will	get	3	monthly	salaries	as	the	ESB	award.	Source:	Resolution	310	Unfortunately,	the	end-of-service	calculator	of	Saudi	Arabia	given	above	would	not	calculate	the	ESB	for	domestic	workers.		Understanding	the	intricacies	of	Saudi	Labour	Law	concerning	end-of-service	benefits	is	vital	for	both
employers	and	employees	in	the	Kingdom.	The	calculation	method	and	eligibility	criteria	for	gratuity	payments	play	a	significant	role	in	ensuring	fair	compensation	upon	the	conclusion	of	employment.	However,	complexities	arise	when	considering	factors	that	influence	the	final	payment	amount	and	how	different	scenarios,	such	as	resignations	or
terminations,	impact	these	benefits.	Stay	tuned	to	explore	real-life	examples	and	dive	into	the	obligations	employers	have	regarding	gratuity	payments,	shedding	light	on	the	nuances	of	this	essential	aspect	of	Saudi	labour	regulations	with	guidance	from	Dr.	Abdulrazak	Alfahal	Law	Firm.	Eligibility	Criteria	for	Gratuity	in	KSA	To	qualify	for	end-of-
service	benefits	(gratuity)	in	Saudi	Arabia,	employees	at	Dr.	Abdulrazak	Alfahal	Law	Firm	must	meet	specific	eligibility	criteria	as	outlined	in	the	labor	laws	of	the	Kingdom.	According	to	the	Saudi	labor	law,	employees	are	eligible	for	gratuity	if	their	service	period	exceeds	one	year.	The	calculation	of	gratuity	is	based	on	the	final	wage	received	at	the
time	of	settlement,	with	accrual	starting	from	the	first	day	of	employment.	The	gratuity	eligibility	criteria	at	Dr.	Abdulrazak	Alfahal	Law	Firm	also	take	into	account	various	factors	such	as	the	type	of	employment	contract	and	the	circumstances	surrounding	the	termination	of	employment.	These	circumstances	can	include	resignation,	termination	by
the	employer,	or	the	completion	of	a	fixed-term	contract.	Saudi	labor	law	guarantees	that	employees	at	Dr.	Abdulrazak	Alfahal	Law	Firm	are	entitled	to	receive	their	gratuity	from	the	beginning	to	the	end	of	their	employment,	ensuring	fair	compensation	for	their	service	based	on	the	established	regulations.	Calculation	Method	for	End-Of-Service
Benefits	The	calculation	method	for	end-of-service	benefits	in	Saudi	Arabia	is	based	on	the	employee’s	final	wage	at	the	time	of	separation.	This	calculation	is	important	as	it	determines	the	amount	a	departing	employee	is	entitled	to	receive	as	per	the	labor	law.	Employers	often	seek	guidance	from	Dr.	Abdulrazak	Alfahal	Law	Firm	to	guarantee
accurate	calculations	and	compliance	with	the	regulations.	The	accrual	period	for	end-of-service	benefits	is	directly	linked	to	the	duration	of	an	employee’s	service.	It	involves	half	a	month’s	salary	for	each	year	worked	for	less	than	five	years,	and	a	full	month’s	salary	for	each	year	worked	for	five	years	or	more.	Importantly,	there	is	no	cap	on	the	total
amount	an	employee	can	receive	as	end-of-service	benefits	in	Saudi	Arabia.	Understanding	the	intricacies	of	the	calculation	method	is	essential	for	both	employers	and	employees	to	ensure	fair	and	lawful	gratuity	payments	upon	the	cessation	of	employment.	Factors	Influencing	Gratuity	Payment	Amount	Factors	influencing	the	amount	of	gratuity
payment	in	Saudi	Arabia	include	the	type	of	contract	an	employee	holds	and	the	circumstances	surrounding	the	termination	of	employment.	Employees	under	limited-term	contracts	may	receive	a	different	gratuity	amount	compared	to	those	under	indefinite	contracts.	The	reason	for	the	termination,	whether	initiated	by	the	employer	or	the	employee,
also	plays	a	significant	role	in	determining	the	gratuity	payment.	Seeking	guidance	from	Dr.	Abdulrazak	Alfahal	Law	Firm	or	utilizing	their	labor	law	advisory	services	can	help	guarantee	that	the	gratuity	amount	is	calculated	correctly	according	to	Saudi	labor	laws.	Labor	law	consultancy	services	from	Dr.	Abdulrazak	Alfahal	Law	Firm	can	provide
valuable	insights	into	the	specific	rules	governing	gratuity	calculations	based	on	the	employee’s	length	of	service	and	other	relevant	factors.	It	is	essential	for	both	employers	and	employees	to	be	aware	of	these	factors	to	accurately	determine	the	gratuity	payment	owed	at	the	end	of	employment.	Resignation	Impact	on	Gratuity	Calculation
Resignation	in	Saudi	Arabia	has	a	significant	impact	on	the	calculation	of	gratuity	for	employees	across	varying	lengths	of	service.	The	gratuity	calculations	for	resigning	employees	in	KSA	are	structured	such	that	employees	with	less	than	two	years	of	service	are	not	entitled	to	any	gratuity.	However,	those	who	have	served	between	two	and	five	years
receive	one-third	of	their	gratuity,	while	employees	with	a	tenure	of	five	to	ten	years	are	eligible	for	two-thirds	of	their	gratuity	upon	resignation.	For	individuals	with	over	ten	years	of	service,	the	full	gratuity	amount	is	provided	when	resigning	from	their	position	in	Saudi	Arabia.	It	is	important	for	both	employers	and	employees	to	comprehend	these
specific	gratuity	calculation	rules	for	resignation	to	ensure	accurate	payment	processing	and	adherence	to	the	regulations	outlined	in	the	Saudi	Labour	Law	concerning	end-of-service	benefits.	This	is	particularly	relevant	for	employees	at	Dr.	Abdulrazak	Alfahal	Law	Firm	to	understand	their	entitlements	when	resigning	from	their	positions.
Termination	Implications	on	End-Of-Service	Benefits	Implications	of	termination	on	end-of-service	benefits	in	Saudi	Arabia	vary	depending	on	the	duration	of	an	employee’s	service.	If	an	employee	is	terminated	before	completing	one	year	of	service,	they	are	not	entitled	to	any	end-of-service	benefits	under	Saudi	labor	law.	For	employees	with	a
service	period	between	one	to	five	years,	the	end-of-service	benefits	amount	to	half	a	month’s	salary	for	each	year	worked.	Those	who	have	completed	five	years	or	more	of	service	are	eligible	for	full	end-of-service	benefits	in	Saudi	Arabia.	It	is	important	to	note	that	exceptions	to	the	standard	calculation	may	apply	in	cases	of	force	majeure,	which	can
impact	the	end-of-service	benefits	received	by	terminated	employees.	Understanding	these	implications	is	vital	for	both	employers	and	employees	in	Saudi	Arabia	to	ensure	compliance	with	labor	laws	and	fair	treatment	of	workers,	and	seeking	legal	advice	from	Dr.	Abdulrazak	Alfahal	Law	Firm	can	provide	guidance	on	navigating	such	issues.
Example	of	Gratuity	Calculation	in	Saudi	Arabia	When	computing	end-of-service	benefits	at	Dr.	Abdulrazak	Alfahal	Law	Firm	in	Saudi	Arabia,	the	method	for	calculating	gratuity	is	based	on	the	employee’s	total	years	of	service.	For	employees	with	less	than	5	years	of	service,	the	gratuity	is	equivalent	to	half	a	month’s	salary	for	each	year	worked.
Those	with	5	or	more	years	of	service	are	entitled	to	a	full	month’s	salary	for	each	year	worked.	Employees	with	less	than	2	years	of	service	do	not	receive	gratuity	at	Dr.	Abdulrazak	Alfahal	Law	Firm.	To	illustrate,	let’s	consider	an	employee	who	has	worked	for	7	years	at	Dr.	Abdulrazak	Alfahal	Law	Firm	with	a	monthly	salary	of	SAR	10,000.	In	this
case,	the	gratuity	calculation	would	be	as	follows:	For	the	first	5	years:	5	years	x	1	month’s	salary	=	5	x	10,000	=	SAR	50,000	For	the	additional	2	years:	2	years	x	1.5	month’s	salary	=	2	x	5,000	=	SAR	10,000	Therefore,	the	total	end-of-service	gratuity	for	this	employee	at	Dr.	Abdulrazak	Alfahal	Law	Firm	would	amount	to	SAR	60,000.	Accuracy	in
such	calculations	is	important	to	ensure	employees	receive	their	entitled	benefits	upon	termination.	Employer	Obligations	for	Gratuity	Payments	Employers	in	Saudi	Arabia,	such	as	Dr.	Abdulrazak	Alfahal	Law	Firm,	are	legally	required	to	fulfill	their	obligations	regarding	gratuity	payments	to	employees	in	accordance	with	the	Labor	Law.	This
mandatory	end-of-service	benefit,	calculated	based	on	the	final	wage	of	the	employee	at	the	time	of	settlement,	is	an	essential	aspect	of	employee	rights	in	the	Kingdom.	The	accrual	period	for	gratuity	commences	from	the	initiation	of	employment,	guaranteeing	that	employees	are	entitled	to	receive	this	benefit	upon	completion	of	service.	To	comply
with	the	law,	Dr.	Abdulrazak	Alfahal	Law	Firm	must	ensure	the	timely	payment	of	gratuity	within	one	week	of	the	termination	of	employment.	It	is	important	to	note	that	unpaid	leave	days	are	typically	excluded	from	the	service	period	when	calculating	gratuity	payments.	By	meeting	these	obligations,	Dr.	Abdulrazak	Alfahal	Law	Firm	not	only	fulfills
their	legal	responsibilities	but	also	contributes	to	fostering	a	fair	and	respectful	work	environment	in	Saudi	Arabia.	Assistance	With	Employee	Termination	in	KSA	Understanding	the	process	of	employee	termination	in	KSA	requires	a	thorough	knowledge	of	Saudi	labor	laws	concerning	end-of-service	benefits.	Employers	in	Saudi	Arabia	must	provide
accurate	calculations	for	gratuity	payments	when	terminating	employees,	ensuring	compliance	with	legal	requirements.	Assistance	with	employee	termination	involves	a	deep	understanding	of	the	factors	that	impact	gratuity	calculations	under	Saudi	labor	law.	Prompt	settlement	of	end-of-service	benefits	is	essential	post-termination	to	adhere	to	the
regulations	effectively.	Employers	maneuvering	the	termination	process	in	KSA	can	benefit	from	seeking	professional	guidance	from	Dr.	Abdulrazak	Alfahal	Law	Firm	to	guarantee	they	fulfill	their	obligations	correctly.	Professional	support	can	assist	in	interpreting	the	intricacies	of	Saudi	labor	laws	related	to	end-of-service	benefits,	helping	employers
avoid	potential	pitfalls.	Connect	Resources	Support	for	Gratuity	Inquiries	Dr.	Abdulrazak	Alfahal	Law	Firm	offers	expert	guidance	on	gratuity	calculations	in	Saudi	Arabia,	providing	valuable	support	for	employers	maneuvering	through	the	complexities	of	end-of-service	benefits.	Employers	can	rely	on	Dr.	Abdulrazak	Alfahal	Law	Firm	for	assistance
with	various	HR	tasks,	payroll	processing,	and	EOR/PEO	services,	guaranteeing	compliance	with	Saudi	labor	regulations.	For	those	looking	to	explore	job	opportunities	in	the	Middle	East,	thetalentpoint.com	serves	as	a	valuable	resource.	Dr.	Abdulrazak	Alfahal	Law	Firm’s	specialists	are	readily	available	to	address	gratuity	inquiries,	offering	insights
and	solutions	tailored	to	individual	business	needs.	Whether	through	phone	consultations	or	email	correspondence,	employers	can	access	the	expertise	needed	to	navigate	the	intricacies	of	end-of-service	benefits	in	Saudi	Arabia.	Additionally,	Dr.	Abdulrazak	Alfahal	Law	Firm	provides	information	on	Emirates	ID	tracking	through	Emirates	Post,	further
enhancing	their	extensive	support	services	for	businesses	operating	in	the	region.	With	Dr.	Abdulrazak	Alfahal	Law	Firm	as	a	reliable	partner,	employers	can	effectively	manage	gratuity	calculations	and	ensure	adherence	to	Saudi	labor	laws.	Frequently	Asked	Questions	What	Is	the	Law	for	End	of	Service	Benefits	in	Saudi	Arabia?	End-of-service
benefits	in	Saudi	Arabia	are	an	essential	aspect	of	labor	regulations,	ensuring	financial	security	for	employees	post-employment.	These	benefits	are	calculated	based	on	tenure	and	specific	conditions,	serving	as	a	liability	for	employers.	Dr.	Abdulrazak	Alfahal	Law	Firm	specializes	in	advising	on	and	handling	matters	related	to	end-of-service	benefits
in	Saudi	Arabia,	providing	expert	guidance	to	both	employees	and	employers	on	their	rights	and	obligations	in	this	area.	What	Is	Labor	Law	End	of	Service	Benefit?	The	end	of	service	benefit,	also	known	as	EOSB,	is	a	mandatory	gratuity	payment	provided	to	employees	upon	contract	termination.	Dr.	Abdulrazak	Alfahal	Law	Firm	specializes	in
advising	on	and	ensuring	the	fair	calculation	of	EOSB	based	on	the	employee’s	tenure	and	final	salary.	What	Is	the	Saudi	Labor	Law	About	End	of	Contract?	Employment	contracts	at	Dr.	Abdulrazak	Alfahal	Law	Firm	in	Saudi	Arabia	legally	mandate	end-of-contract	benefits	for	employees	upon	completion	of	their	service.	These	benefits	are	calculated
based	on	the	duration	of	employment	and	the	type	of	contract,	ensuring	fair	compensation	for	employees	upon	contract	termination.	How	Do	You	Calculate	End	of	Service	for	Qiwa?	To	calculate	end-of-service	benefits	through	Qiwa,	employers	and	employees	can	access	the	digital	platform	provided	by	Dr.	Abdulrazak	Alfahal	Law	Firm.	Dr.	Abdulrazak
Alfahal	Law	Firm	streamlines	the	process	by	providing	accurate	and	efficient	calculations	for	end-of-service	benefits,	enhancing	compliance	with	labor	laws.	Conclusion	To	sum	up,	Dr.	Abdulrazak	Alfahal	Law	Firm	specializes	in	providing	expertise	on	the	Labour	Law	in	Saudi	Arabia,	outlining	the	criteria	and	calculation	method	for	End	of	Service
Benefits.	Their	services	emphasize	fair	payments	to	employees	upon	termination	or	resignation,	ensuring	that	employers	adhere	to	their	obligations	for	accurate	gratuity	calculations	and	timely	payments.	Understanding	the	factors	influencing	gratuity	amounts	and	seeking	assistance	with	termination	processes	through	Dr.	Abdulrazak	Alfahal	Law
Firm	can	help	both	employers	and	employees	navigate	the	complexities	of	end-of-service	benefits	in	Saudi	Arabia.	End	of	service	benefits	in	Saudi	Arabia	provide	financial	security	to	employees	upon	contract	termination,	with	entitlements	based	on	service	length	and	termination	type.	This	article	explores	eligibility,	calculation	methods,	and
responsibilities	for	both	employers	and	employees,	highlighting	key	provisions	in	Saudi	Labor	Law.	By	Giulia	Interesse	End	of	service	benefits	(or	EOSB)	are	a	critical	aspect	of	Saudi	Labor	Law,	designed	to	provide	financial	security	for	employees	upon	the	termination	of	their	employment.	These	benefits	serve	as	a	safety	net	for	workers,	ensuring
they	have	the	necessary	resources	as	they	transition	from	one	job	to	another,	retire,	or	leave	the	workforce	for	any	reason.	End	of	service	benefits	are	not	just	a	right	for	employees	but	also	a	responsibility	for	employers,	who	must	comply	with	labor	regulations	to	ensure	fair	treatment	and	avoid	legal	repercussions.	Understanding	end	of	service
benefits	is	essential	for	both	employees	and	employers	in	Saudi	Arabia.	For	employees,	it	guarantees	compensation	based	on	the	length	of	their	service,	which	can	significantly	impact	their	financial	stability.	For	employers,	it	is	vital	to	stay	informed	about	the	rules	and	calculation	methods	to	remain	compliant	with	labor	laws	and	avoid	potential
disputes.	This	article	aims	to	provide	a	comprehensive	overview	of	end	of	service	benefits	in	Saudi	Arabia,	covering	the	eligibility	criteria,	the	methods	used	to	calculate	the	benefits,	and	the	different	types	of	end	of	service	benefits	available.	Eligibility	for	end	of	service	benefits	in	Saudi	Arabia	In	Saudi	Arabia,	the	eligibility	for	end	of	service	benefits
depends	on	various	factors,	including	the	length	of	service,	the	reason	for	termination,	and	specific	scenarios	outlined	in	the	Labor	Law.	Both	Saudi	nationals	and	expatriate	employees	are	entitled	to	end	of	service	benefits,	provided	they	meet	the	required	conditions.	Minimum	service	requirements	To	qualify	for	end	of	service	benefits,	employees
must	fulfill	certain	minimum	service	criteria,	which	vary	depending	on	the	circumstances	of	termination.	The	following	table	outlines	the	service	requirements	based	on	different	scenarios:	Eligibility	Criteria:	Minimum	Service	Requirements	Termination	by	employer	(no	misconduct)	If	an	employee’s	contract	is	terminated	by	the	employer	without	any
misconduct	on	the	part	of	the	employee,	the	end	of	service	benefits	entitlement	is	calculated	as	follows:	Less	than	one	year:	No	benefit	is	due.	2–5	years:	The	employee	is	entitled	to	half	a	month’s	salary	for	each	year	of	service.	5+	years:	The	employee	is	entitled	to	the	full	end	of	service	benefits,	which	includes	one	month’s	salary	for	each	year	of
service	after	the	first	five	years.			Resignation	If	the	employee	resigns	voluntarily,	the	eligibility	for	end	of	service	benefits	is	more	restrictive.	The	benefits	are	calculated	based	on	the	duration	of	service,	as	follows:	Less	than	two	years:	No	benefit	is	due.	2–5	years:	The	employee	is	entitled	to	one-third	of	the	total	end	of	service	benefits	.	5–10	years:
The	employee	is	entitled	to	two-thirds	of	the	total	end	of	service	benefits.	10+	years:	The	employee	is	entitled	to	the	full	end	of	service	benefits.				Moreover,	conditions	change	based	on	different	termination	scenarios,	including:	Termination	without	misconduct:	In	cases	where	the	employer	terminates	the	contract	without	any	misconduct	on	the	part
of	the	employee,	the	employee	will	generally	be	entitled	to	end	of	service	benefits,	based	on	the	length	of	their	service,	as	outlined	above.	Termination	due	to	misconduct:	If	the	employee	is	terminated	due	to	misconduct	(as	defined	in	their	employment	contract	or	the	Labor	Law),	the	employee	typically	forfeits	their	entitlement	to	end	of	service
benefits.	Misconduct	may	include	actions	such	as	violation	of	workplace	rules,	negligence,	or	criminal	activities.	It	is	important	for	both	employees	and	employers	to	clearly	understand	what	constitutes	misconduct	under	the	law	to	avoid	disputes.	Mutual	agreement:	If	the	employee	and	employer	mutually	agree	to	terminate	the	employment
relationship,	the	employee	is	typically	entitled	to	end	of	service	benefits,	based	on	the	terms	of	the	agreement	and	the	length	of	service.	Both	parties	should	ensure	that	the	terms	of	termination	are	clearly	documented	to	avoid	any	misunderstandings	regarding	end	of	service	benefits	entitlement.	Calculation	of	end	of	service	benefits	in	Saudi	Arabia
The	calculation	of	end	of	service	benefits	in	Saudi	Arabia	is	primarily	based	on	two	factors:	The	half-month	salary	rule;	and	The	length	of	service.	These	elements	determine	the	financial	compensation	an	employee	is	entitled	to	upon	the	termination	of	their	employment	contract.	Half-month	salary	rule	Under	Saudi	labor	law,	the	calculation	of	end	of
service	benefits	is	guided	by	the	half-month	salary	rule,	which	applies	to	employees	with	unlimited-term	contracts.	The	rule	works	as	follows:	For	the	first	five	years	of	service,	employees	are	entitled	to	half	a	month’s	salary	for	each	year	After	completing	five	years	of	service,	employees	are	entitled	to	one	month’s	salary	for	each	subsequent	year	of
service.	This	structured	approach	ensures	that	the	EOSB	is	calculated	in	a	way	that	reflects	both	the	length	and	value	of	an	employee’s	service	to	the	company.	Length	of	service	An	employee’s	length	of	service	is	a	crucial	factor	in	determining	their	end	of	service	benefits.	It	refers	to	the	total	duration	of	continuous	employment	with	the	same
employer,	and	it	includes	both	full	years	of	service	and	any	additional	months	worked	beyond	a	full	year.	The	longer	the	employee	has	worked	for	the	employer,	the	higher	their	end	of	service	benefits	entitlement:	Continuous	employment:	This	refers	to	the	total	time	an	employee	has	worked	without	interruption,	excluding	periods	of	unauthorized
leave	or	suspension.	Partial	years	and	months:	If	an	employee	has	worked	for	partial	years	(e.g.,	more	than	five	years	but	less	than	six	years),	those	extra	months	are	included	in	the	end	of	service	benefits	calculation	and	are	accounted	for	proportionally.	Example	calculation	To	help	illustrate	how	the	end	of	service	benefits	are	calculated,	let’s
consider	an	example:	Suppose	an	employee	has	worked	for	a	company	with	an	unlimited-term	contract	for	8	years	and	3	months,	and	his	monthly	salary	is	SAR	10,000	(US$2,662.18).	First	5	years:	According	to	the	half-month	salary	rule,	Ahmed	is	entitled	to	half	a	month’s	salary	for	each	of	the	first	five	years.	5	years	×	0.5	×	SAR	10,000
(US$2,662.18)	=	SAR	25,000	(US$6,655.46).	Next	3	years:	For	the	following	three	years,	the	employee	is	entitled	to	one	full	month’s	salary	for	each	year.	3	years	×	1	×	SAR	10,000	(US$2,662.18)	=	SAR	30,000	(US$7,986.55)	Partial	year	(3	months):	For	the	additional	three	months,	the	employee	is	entitled	to	half	a	month’s	salary.	0.5	×	SAR	10,000
(US$2,662.18)	=	SAR	5,000	(US$1,331.09)	Total	end	of	service	benefits	calculation	Combining	the	amounts	from	the	first	5	years,	the	next	3	years,	and	the	partial	year:	Total	EOSB	=	SAR	25,000	SAR	(US$6,655.46)	of	the	first	5	years		+	SAR	30,000	of	the	next	3	years	(US$7,986.55)	+	SAR	5,000	(US$1,331.09)	of	the	partial	year	=	SAR	60,000
(US$15,973.10).	Thus,	the	employee’s	total	end	of	service	benefits	would	amount	to	SAR	60,000	(US$15,973.10)	This	example	highlights	how	end	of	service	benefits	are	calculated	based	on	both	the	length	of	service	and	the	salary,	ensuring	that	employees	are	fairly	compensated	for	their	time	spent	working	with	the	employer.	Types	of	end	of	service
benefits	in	Saudi	Arabia	End	of	service	gratuity	The	end	of	service	gratuity	is	the	primary	form	of	compensation	provided	to	employees	upon	the	termination	of	their	employment.	It	is	calculated	based	on	the	employee’s	total	length	of	service	with	the	employer	and	their	monthly	salary.	The	longer	an	employee	has	worked,	the	higher	the	gratuity	they
are	entitled	to,	following	the	structure	laid	out	in	Saudi	Labor	Law.	This	benefit	is	designed	to	recognize	and	reward	the	employee’s	years	of	service,	providing	financial	support	as	they	transition	out	of	the	workforce.	Accrued	leave	pay	Another	important	component	of	end	of	service	benefits	in	Saudi	Arabia	is	accrued	leave	pay,	which	compensates
employees	for	any	unused	annual	leave	days.	If	an	employee	has	not	taken	all	of	their	allotted	vacation	days	during	their	employment,	they	are	entitled	to	payment	for	those	unused	days.	The	amount	is	typically	calculated	by	multiplying	the	number	of	unused	leave	days	by	the	employee’s	daily	or	monthly	wage,	depending	on	the	terms	of	their
contract.	This	ensures	that	employees	are	fairly	compensated	for	their	leave	entitlements,	even	if	they	do	not	utilize	them	before	leaving	the	company.	Employer	and	employee	responsibilities	Employers	play	a	crucial	role	in	ensuring	that	end	of	service	benefits	are	calculated	accurately	and	paid	on	time.	This	includes	adhering	to	the	specific	rules	set
out	by	Saudi	Labor	Law	for	end	of	service	benefits,	considering	the	employee’s	length	of	service,	salary,	and	any	accrued	leave	days.	Employers	must	also	ensure	compliance	with	any	deadlines	set	for	end	of	service	benefits	payment	to	avoid	penalties	or	legal	disputes.	Proper	record-keeping	and	transparency	throughout	the	employment	period	are
essential	for	seamless	end	of	service	benefits	processing	when	the	employment	contract	ends.	On	the	other	hand,	employees	have	an	important	role	to	play	in	the	end	of	service	benefits	process	as	well.	To	ensure	they	receive	their	full	entitlements,	employees	must	understand	their	rights	under	Saudi	Labor	Law	and	their	employment	contract.	This
includes	knowing	the	calculation	methods	for	end	of	service	benefits	and	ensuring	that	they	fulfill	any	procedural	requirements,	such	as	providing	necessary	documentation.	Additionally,	employees	should	notify	their	employer	within	the	stipulated	time	frame	if	they	intend	to	resign	or	terminate	their	contract	to	allow	sufficient	time	for	end	of	service
benefits	processing.	Clear	communication	and	timely	actions	are	key	to	ensuring	a	smooth	transition.	FAQs	regarding	end	of	service	benefits	in	Saudi	Arabia	What	does	Saudi	Labor	Law	say	about	contract	termination?	Saudi	Labor	Law	outlines	specific	provisions	for	the	termination	of	employment	contracts.	Both	employers	and	employees	have	rights
and	responsibilities	when	ending	a	contract,	and	these	must	be	followed	to	ensure	compliance	with	the	law.	If	an	employer	terminates	a	contract	without	a	valid	reason,	or	if	the	termination	is	due	to	misconduct,	it	may	impact	the	employee’s	entitlement	to	end	of	service	benefits.	Additionally,	employees	are	generally	required	to	provide	notice	of
resignation	unless	the	employer	breaches	the	contract.	The	law	also	specifies	the	timeframes	and	procedures	for	terminating	contracts	based	on	the	type	of	employment	and	the	circumstances	involved.	End	of	service	benefits	for	domestic	workers:	What	are	their	entitlements	after	4	years	of	service?	Domestic	workers	in	Saudi	Arabia	are	also	entitled
to	end	of	service	benefits.	According	to	Saudi	Labor	Law,	domestic	workers	who	have	been	employed	continuously	for	at	least	four	years	are	entitled	to	receive	end	of	service	benefits	equal	to	one	month’s	salary	upon	the	termination	of	their	contract.	This	is	a	simplified	entitlement	compared	to	other	employment	categories,	but	it	provides	essential
financial	support	as	domestic	workers	transition	to	new	employment	or	retirement.	What	are	the	key	Saudi	labor	law	articles	related	to	end	of	service	benefits?	Saudi	Labor	Law	includes	two	articles	directly	related	to	end	of	service	benefits	in	the	Kingdom.	These	are:	Article	74:	This	article	outlines	the	general	grounds	for	terminating	a	work
contract,	specifying	that	both	employers	and	employees	must	follow	certain	procedures,	including	providing	written	notice.	The	law	also	details	the	notice	periods	based	on	salary	payment	frequency	and	emphasizes	the	need	for	a	valid	reason	for	termination.	Article	81:	Article	81	allows	an	employee	to	terminate	their	contract	without	notice	and	still
receive	full	legal	entitlements,	including	EOSB,	if	the	employer	breaches	the	employment	contract	or	creates	an	intolerable	work	environment.	This	provision	is	designed	to	protect	employees	from	unfair	treatment	by	employers.	Middle	East	Briefing	is	one	of	five	regional	publications	under	the	Asia	Briefing	brand.	It	is	supported	by	Dezan	Shira	&
Associates,	a	pan-Asia,	multi-disciplinary	professional	services	firm	that	assists	foreign	investors	throughout	Asia,	including	through	offices	in	Dubai	(UAE),	China,	India,	Vietnam,	Singapore,	Indonesia,	Italy,	Germany,	and	USA.	We	also	have	partner	firms	in	Malaysia,	Bangladesh,	the	Philippines,	Thailand,	and	Australia.	For	support	with	establishing
a	business	in	the	Middle	East,	or	for	assistance	in	analyzing	and	entering	markets	elsewhere	in	Asia,	please	contact	us	at	dubai@dezshira.com	or	visit	us	at	www.dezshira.com.	To	subscribe	for	content	products	from	the	Middle	East	Briefing,	please	click	here.	If	you’re	an	expatriate	working	in	Saudi	Arabia’s	private	sector,	it’s	essential	to	know	your
rights	when	it	comes	to	end-of-service	benefits	(ESB),	commonly	referred	to	as	gratuity.	Whether	you’re	planning	to	resign,	your	contract	is	expiring,	or	you’ve	been	terminated,	knowing	how	to	calculate	your	gratuity	can	provide	you	with	financial	clarity	and	peace	of	mind.	This	guide	will	walk	you	through	the	essentials	of	calculating	ESB	according
to	Saudi	Arabian	labor	laws.	End-of-service	benefits	(ESB)	are	a	form	of	financial	compensation	that	expatriate	workers	are	entitled	to	receive	from	their	employers	at	the	end	of	their	employment	period.	These	benefits	are	mandated	by	Saudi	Arabian	labor	laws,	which	aim	to	provide	financial	support	to	workers	transitioning	from	one	job	to	another.
According	to	the	Ministry	of	Human	Resources	and	Social	Development	(HRSD),	ESB	is	a	fundamental	right	for	all	workers,	including	those	on	fixed-term	and	indefinite	contracts.	The	HRSD	offers	a	user-friendly	online	calculator	that	simplifies	the	process	of	determining	your	gratuity.	Here’s	how	to	use	it:	1.	Visit	the	HRSD	Calculator:	Head	over	to
the	HRSD	End-of-Service	Benefit	Calculator.	This	tool	is	specifically	designed	to	help	expatriates	in	Saudi	Arabia	calculate	their	ESB	accurately.	2.	Enter	Your	Basic	Information:	Actual	Wage:	Input	your	current	monthly	salary	in	Saudi	Riyals	(SAR).	This	amount	typically	excludes	allowances	and	other	benefits	unless	explicitly	stated	in	your
employment	contract.	Contract	Type:	Choose	between	a	definite	(fixed-term)	or	indefinite	contract.	This	distinction	is	crucial	as	it	affects	the	calculation	method	and	the	amount	you’re	entitled	to	receive.	Reason	for	Termination:	Select	the	appropriate	reason	from	options	such	as	resignation,	expiry	of	contract,	mutual	agreement,	or	other	reasons.
The	reason	for	termination	can	significantly	impact	the	gratuity	amount.	Years	of	Service:	Enter	the	total	number	of	years	you	have	been	employed	with	your	current	employer.	Months	and	Days	of	Service:	Include	any	additional	months	and	days	to	get	a	precise	calculation.	3.	Calculate	Gratuity:	Once	all	the	required	fields	are	filled,	click	on	the
‘Calculate	Gratuity’	button.	The	calculator	will	then	display	the	total	amount	of	gratuity	you	are	entitled	to	receive.	You	have	the	option	to	download	the	result	as	a	PDF	file	for	your	records.	The	calculation	of	gratuity	in	Saudi	Arabia	is	based	on	the	length	of	service	and	the	reason	for	termination:	For	Fixed-Term	Contracts:	If	you	complete	your
contract	term,	you	are	entitled	to	full	gratuity.	The	gratuity	is	calculated	as	half	of	your	monthly	wage	for	each	of	the	first	five	years	of	service	and	a	full	monthly	wage	for	each	subsequent	year.	For	Indefinite	Contracts:	If	you	resign	after	two	but	before	five	years	of	service,	you’re	entitled	to	one-third	of	the	gratuity.	After	five	years,	you	receive	two-



thirds	of	the	gratuity.	After	ten	years	of	service,	or	if	the	contract	ends	due	to	reasons	beyond	your	control,	you	are	entitled	to	full	gratuity.	Factors	Affecting	Your	Gratuity	Calculation	1.	Reason	for	Termination:	As	previously	mentioned,	the	reason	for	your	contract	ending	plays	a	significant	role	in	determining	your	gratuity.	Resignation	might	reduce
the	amount	you	receive	compared	to	the	completion	of	a	contract	term.	2.	Service	Duration:	The	length	of	your	service	directly	correlates	with	the	amount	of	gratuity.	The	longer	you	have	been	employed,	the	higher	the	gratuity,	especially	if	you	surpass	significant	milestones	like	five	and	ten	years.	3.	Salary	Components:	Ensure	you	use	your	basic
salary	(excluding	allowances)	unless	otherwise	stated	in	your	employment	contract.	Misreporting	your	salary	can	lead	to	incorrect	calculations.	For	expatriates,	understanding	end-of-service	benefits	is	crucial	not	just	for	financial	planning	but	also	for	ensuring	that	their	rights	are	respected.	Whether	you’re	preparing	to	leave	your	job	or	simply
planning	for	the	future,	being	aware	of	your	ESB	entitlement	can	help	you	manage	your	finances	more	effectively.	Moreover,	it	can	prevent	potential	disputes	with	employers	regarding	final	settlements.	Calculating	end-of-service	benefits	accurately	ensures	that	you	receive	the	compensation	you’re	entitled	to	under	Saudi	Arabian	law.	Using	the
MHRSD’s	online	calculator	can	provide	a	clear	understanding	of	what	you	can	expect	at	the	end	of	your	employment.	Always	keep	abreast	of	the	latest	regulations	and	consult	with	HR	professionals	or	legal	advisors	if	you	have	any	doubts	or	concerns	regarding	your	gratuity.	By	staying	informed,	you	can	make	well-informed	decisions	about	your
employment	and	future	financial	planning	while	working	in	Saudi	Arabia.	Further	Reading:	How	to	Calculate	Overtime	in	Saudi	Arabia


