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The point is that employers must ensure that any retrenchment exercise in the
company is conducted fairly. This includes: early consultation or warning affected
employees of the impending retrenchment; and how the company chooses
those employees who are considered redundant and the possibility of re-
deployment within the Company.

The retrenchment exercise needs to clearly show that the employer has acted
bona fide (good faith).

In West Malaysia, the main legislation on labour and employment relationship is
the Employment Act 1955(EA). Pursuant to s 60J of the EA, the Employment
(Termination and Lay-Off Benefits) Regulations were enacted in 1980. This
regulation provides basic termination and layoff benefits for employees who
have lost their jobs.

The states of Sabah and Sarawak have its own set of labour legislation, namely
the Sabah Labour Ordinance (Cap 67)) and the Sarawak Labour Ordinance (Cap
76).

The Labour (Termination and Lay-Off Benefits) (Sarawak) Rules 2008 and The
Labour (Termination and Lay-Off Benefits) (Sabah) Rules 2008 both provide for
payment of termination, layoff and retrenchment benefits similar to the
Regulation in the Peninsular.

Pursuant to a notification by Gazette under s 63 of the EA 1955, there is legal a
requirement to submit the PK Form when the following actions are to be taken:

(i)  Retrenchment,
(ii)  Voluntary separation scheme (VSS),

(iii) Temporary lay-off; and

(iv) Salary reduction

Regardless of the monthly salary, all employers are responsible for submitting PK

forms

It is also a requirement under The Labour (Termination and Lay-Off Benefits)
(Sarawak) Rules 2008 and The Labour (Termination and Lay-Off Benefits) (Sabah)



Rules 2008 for the employers to report to the nearest Department before any of

the following actions are to be taken:

(i)  Retrenchment;

(ii)  Voluntary separation scheme (VSS);
(
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iii) Temporary lay-off; and
iv) Salary reduction.
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