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BASIC SAVINGS SCHEDULE (EFFECTIVE 1ST JANUARY 2014)
2014 1 1

Age Basic
Savings (RM) Age Basic

Savings (RM) Age Basic
Savings (RM)

18 1,000 31 30,000 44 95,000
19 2,000 32 34,000 45 102,000
20 4,000 33 37,000 46 109,000
21 5,000 34 41,000 47 117,000
22 7,000 35 46,000 48 125,000
23 9,000 36 50,000 49 134,000
24 11,000 37 54,000 50 143,000
25 13,000 38 59,000 51 153,000
26 15,000 39 64,000 52 163,000
27 18,000 40 69,000 53 174,000
28 21,000 41 76,000 54 185,000
29 24,000 42 81,000 55 196,800
30 27,000 43 88,000
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1.
(Retirement
benefits)

1.
(Service Gratuity) * *7.5%

2.
(Service Pension)

* ( 360 )
*(1/600) 60%

3.
(Cash Award in Lieu of
Leave)

(1/30)*( + )*
150

4.
(Free or subsidized
medical benefits)

2.
(Derivative
benefits)

1. (Derivate
Gratuity)

1.7.5% * *
2. 9/10 1/10

2.
(Derivative Pension)

1.(1/600)* *
2. 50%
3. 12.5 (

) 12.5 70%
12.5

4. 21
3.
4.

3.
(Disability
benefit) (Disability Pension)

1. ( 1/8 )
2. ( 1/4 )
3. ( 3/8 )
4. ( 1/2 )

4.
(Dependents’
benefit) (Dependents’ Pension) 1/24 1/4
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Pensions at a Glance Asia Pacific 2013.
Center for Strategic and International Studies, 2012. Balancing Tradition and
Modernity: The Future of Retirement in East Asia. Washington, D.C.: CSIS.
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OECD Pension Outlook 2012.

Old-Age Income Support

in the 21st Century: An International Perspective on Pension Systems

and Reform.Washington,

Averting the Old Age Crisis: Policies to Protect the

Old and Promote Growth.
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Are Your Retirement 
Savings Sufficient? 

Did you know?
A study conducted by the World Health Organisation (WHO) in 2007 

has found that Malaysians have a healthy life expectancy of up to 

66 years. 

With an average life expectancy of 75 years, the Malaysian 

population is expected to experience health problems in the last 8 

to 10 years of their lives.

Are your savings sufficient for your retirement?

Whether your retirement savings is sufficient or not depends on 

several factors:- 

Lifespan, retirement age, lifestyle, health, family dependents and 
cost of living; and

How you plan your finances before retirement and how they are 
spent after retirement. 

How much do you need for your retirement?

It all depends on your needs and requirements, health condition and 
lifestyle. 

If you wish to spend RM820 a month for a period of 20 years (55 
years – 75 years), you need to have a total of RM196,800 in your 
savings at the age of  55.

If you wish to spend RM820 a month for a period of 15 years 
(assuming that you retire at age 60), you need to have RM147,600 in 
your savings at the age of 60.

Effective 1st 
of July 2013, 
the minimum 
retirement age 
has increased 
to 60.

The average life 
expectancy of 
the Malaysian 
population is 
75 years. This 
means that 
you need to 
have adequate 
savings for 15 
years to at least 
finance your 
basic retirement 
needs.
 
68% of EPF 
members aged 
54 in 2014 have 
savings below 
RM50,000.
 
50% of retirees 
exhaust their 
EPF savings 
within 5 years.

4
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What are EPF’s initiatives to help increase  members’ savings?

Since 2007, the EPF has introduced the following improvements 

to the EPF scheme in order to increase their members’ retirement 

savings and discourage members from depleting all of their savings 

in a short period of time:-

Increasing the percentage of retirement savings in Account 1 from 
60% to 70%;

Introduced the Age 55 Years Withdrawal, a flexible withdrawal facility 
that gives members the option to withdraw their savings lump sum 
or monthly, partially or a combination of the options; and

Extended the contribution (mandatory) age from 55 to 75 for 
members who are still in employment.

How can you increase your retirement savings?

The following tips can help you increase your retirement savings:-

 It is important to have more than one source of income so that you 
will not depend on your EPF savings alone to support you through 
your retirement years;

 The earlier you start saving, the more money you accumulate when 
you retire. Cultivate the habit of saving for your retirement as your 
way of life;

 Identify the main requirements for your retirement, the amount and 
source of income needed to support your long-term needs. Plan 
your financial requirements and expenses and save part of your 
income for any eventualities; 

 

 Perform regular medical examinations and lead a healthy lifestyle. 
Being healthy will save you from incurring high medical costs which 
tend to consume most of your retirement savings as well as allows 
you to work longer so you can increase your savings; and

 

 A wise investor is a knowledgeable investor. Learn to recognise 
investment risks and always evaluate your investment activities.  Do 
not invest in ‘Get Rich Quick Schemes’ or with any other unregistered 
investment companies.

To ensure your 

retirement savings 

is sufficient, you 

should:-

  Consider 
delaying your 
retirement 
and continue 
working for as 
long as you 
can;

 Withdraw your 
retirement 
savings only 
when it is 
absolutely 
necessary; 
and

 Plan to 
use your 
retirement 
savings in 
ways that 
could generate 
a lifelong 
income.

ATTENTION!

5

101



You should not depend on your EPF savings as the only source of 

income for your retirement.

Retirement Income? 

Your EPF savings alone may not be enough to support your golden 
years. Insufficient retirement savings can be due to several reasons, 
among them longer lifespan, low salary and early retirement. More often 
than not, the money will be exhausted in a short period of time.

Since the establishment of the EPF on the 1st of October 1951, the full 
withdrawal age  has remained at age 55, while the life expectancy of 
Malaysians has increased to age 75. This means that your EPF savings 
needs to last for 20 years after you retire. 

1. The 2014 EPF statistics for members aged 54 revealed that:- 

68% of members have savings RM50,000 and below;
53% of members have savings RM20,000 and below; and
Only 32% of members still work at age 54.

This amount of savings is not sufficient to support you for 20 years after 
your retirement.

Why Is It Important To 

Of Retirement Income?

6
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2. You must diversify your source of retirement income so 

that:-

You will not fully rely on your EPF savings alone;
You can receive a continuous flow of income; and 
You can avoid depleting your retirement income within a 
short period of time.

What are the sources of retirement income available?

You can diversify your retirement income through these sources:-

EPF Savings

All private sector workers are mandated to contribute a certain 
percentage of their salary to their EPF account.  This is in addition 
to the contribution made by their employer on their behalf.

Conventional Savings and Protection

Other than saving your money in banks or Tabung Haji, ASB or ASW, 
you are also encouraged to have other forms of financial protection 
such as insurance policies that covers health, education, accidents, 
permanent disability or death.

Voluntary Contribution

Apart from the EPF mandatory contribution, you can also contribute 
a certain amount of your income into voluntary schemes such as 
the Private Retirement Scheme (PRS) or the 1Malaysia Retirement 
Scheme (SP1M).

Senior Citizen Fund/Scheme

This scheme, or “Skim Bantuan Orang Tua”, is introduced by the 
Department of Social Welfare for senior citizens with a household 
income of less than RM1,500 per month and who meet the required 
terms.  Other forms of assistance can also be obtained from 
Baitulmal, Lembaga Zakat, etc.

Informal Support

Other than seeking support and assistance from families and friends, 
there are other forms of informal support such as free medical 
services from public clinics and hospitals, income from rental of 
real estates,  dividends from investments or unit trust, interests 
from fixed deposits, or financial assistance under the “Program 
Pembangunan Rakyat Termiskin (PPRT)”.  

What are other sources of income  available for retirees?

Work part-time or operate a small business from home or turn your hobby 
into a source of income. You can also buy annuities from insurance 
companies, which will provide a fixed monthly income for the rest of 
your life.

It’s best to be 
prepared for your 
future! Having 
various sources 
of income can 
help to ensure 
a comfortable 
and sustainable 
retirement.

7

ATTENTION!
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What Are The Benefits
Of EPF Savings?
EPF savings are for retirement. It is divided into two (2) accounts - Account 1 and

Account 2 of which:-

Account 1 - comprises 70 per cent of members’ savings which can only be withdrawn when 
        reaching retirement age; and 
Account 2 - comprises 30 per cent of members’ savings, where members can make pre-  
                     retirement withdrawals aimed at enhancing members’ retirement well-being.

When can withdrawal / transfer of savings in Account 1 & Account 2 be made?

When can members withdraw the savings in Account 1?

The savings can only be withdrawn when a member reaches the age of 55.

Can members invest using their savings in Account 1?

Part of the savings in Account 1 can be used to invest in unit trusts through EPF-approved Fund 
Management Institutions.

When can members withdraw their savings in Account 2?

The savings in Account 2 can be withdrawn for the following purposes:- 

Housing Withdrawal

 This scheme allows members to own a comfortable home upon retirement; 

Education Withdrawal

This scheme allows members to finance the cost of higher education at diploma level 
and above. A good education can help improve members’ / members’ children’s 
standards of living as well as increase their retirement savings;

Medical Withdrawal

This scheme allows members to pay for medical expenses incurred for the treatment 
of critical illnesses and/or to buy medical aid equipment as approved by the EPF Board 
for yourself or your allowed family members;

Age 50 Years Withdrawal

This scheme allows members to prepare and plan before reaching retirement; 

104



Withdrawal Of  Savings Of More Than RM1 Million 

Members with savings of more than RM 1 million can withdraw 
their savings in excess of the RM 1 million, subject to a 
minimum amount of RM50, 000 (which means that members 
must have savings of at least RM1.05 million). This withdrawal 
can be made once every 3 months; and 
   
Hajj Withdrawal

Helps members to finance the expenses of performing Hajj. 
This withdrawal only covers the basic expenses and not the 
entire cost.
 

When can full withdrawal of the EPF savings be made? 

Full withdrawal from Account 1 and Account 2 can be made if the 

following criteria are met:-

Upon reaching the age of 55;
Upon emigration to another country; 
The members have been confirmed incapacitated, physically 
or mentally, having achieved the level of Maximum Medical 
Rehabilitation (MMI) to work;
Upon death with payment made to the nominee / next of kin / 
beneficiaries / administrators; and
A civil servant under the pension scheme or a civil servant who 
has opted for early retirement are entitled to receive all of the 
savings including dividends from the employee’s contribution, 
whereby the employer’s (Government) contribution is returned 
to the Retirement Fund Incorporated (KWAP).

What other benefits do I get as an EPF member?

members themselves are entitled to receive an additional payment 

(not from member’s saving) from EPF as a gesture of compassion. 

The benefit eligibilities are as follows:-

Death Benefit of RM2,500, provided that withdrawal is made 
within six (6) months from the date of passing, and the deceased 
member has not reach the age of 55; and

Disability Benefit of RM5,000, provided that the disability 
withdrawal is done within one (1) year from the date the member 
loses his or her employment due to his or her disability before 
reaching the age of 55.

Note :

These EPF benefits are derived from EPF’s investment revenues and
not from members’ savings.

Any pre-retirement 
withdrawals 
(Account 2) 
will reduce the 
total amount 
of members’ 
retirement savings. 

“EPF savings is 
for retirement, not 
for present day 
consumption”  

9

ATTENTION!
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What Is Basic 
Savings?
Introduced in February 2008, Basic Savings is the minimum amount 

of savings members need in order to support their basic retirement 

needs when they reach age 55.

The Basic Savings amount is set according to age, which ultimately 

allows members to have at least RM196,800 (RM820 a month for the 

period of 20 years) in their EPF account by age 55. 

The Basic Savings is also used to determine the amount from 

Account 1 permitted for members to invest under the Member’s 

Investment Scheme (MIS).

The minimum amount for Basic Savings is based on the following 

assumptions:-

(i) A pay hike of 3% yearly for members;
(ii) The EPF yearly dividend rate is 4% a year; and
(iii) The EPF statutory contribution rate is 23% of the monthly wage.

Quantum for Basic Savings based on age :- 

10

Age Basic
Savings (RM)

Age Basic
Savings (RM)

Age Basic
Savings (RM)

18 1,000 31 30,000 44 95,000

19 2,000 32 34,000 45 102,000

20 4,000 33 37,000 46 109,000

21 5,000 34 41,000 47 117,000

22 7,000 35 46,000 48 125,000

23 9,000 36 50,000 49 134,000

24 11,000 37 54,000 50 143,000

25 13,000 38 59,000 51 153,000

26 15,000 39 64,000 52 163,000

27 18,000 40 69,000 53 174,000

28 21,000 41 76,000 54 185,000

29 24,000 42 81,000 55 196,800

30 27,000 43 88,000
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Will Basic Savings be subjected to revision?

Basic Savings is revised based on minimum pension rate of public 
sectors, or every three (3) years, whichever comes first. 

Note : 

The quantum Basic Savings is subject to change from time to time.

11

Basic Savings 
is the minimum 
amount of 
savings needed 
at age 55.

ATTENTION!
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What is Member’s Investment Scheme (MIS)?

This scheme allows members to transfer a portion of their savings 

from Account 1 for the purpose of investment in order to increase 

their retirement savings. 

Members may invest not more than 20%  of their savings in excess 

of the Basic Savings amount from Account 1 through the appointed 

Fund Management Institutions (FMIs) approved by the Ministry of 

Finance. This is to limit the exposure of investment risk on their 

retirement savings.

Who is eligible to participate in the Member’s Investment Scheme 

(MIS)?

1. Malaysian Citizen.
2. Non-Malaysian who:- 

Is an EPF member before 1st August 1998; OR 
Obtained a Permanent Resident status (PR).

What is the amount that members must have to be eligible to 

invest in the Fund Management Institutions (FMIs)?

Members may invest from their savings under the following conditions:-

20% from the members’ savings in excess of the Basic Savings 
amount in Account 1;
Formula: (Account 1 – Basic Savings) x 20%;
The minimum amount for Members Investment Scheme (MIS) is 
RM1,000;
Investments can be made  once  every 3 months;
Investments can be made to one Fund Management Institution 
(FMI) at a time;
Subsequent investments can be made with the same or other 
approved Fund Management Institutions (FMIs). 

Member’s 
Investment Scheme  

108



13Calculation sample of permitted investment:

Mode of application ?

Applications must be submitted through any of the appointed Fund 
Management Institutions (FMIs) alongside with KWSP 9N (AHL) 
form and a copy of MyKad.

The FMIs will transmit the application to the EPF for processing. 

Approved Fund Management Institutions

All investments must be made through the Fund Management Institutions 
(FMIs) approved by the Ministry of Finance. The updated list of Fund 
Management Institutions (FMIs) can be obtained at any EPF branches or 
via EPF website at www.kwsp.gov.my

Returning The Investment To EPF 

Members are required to return all amounts to the EPF (including 
the gains) once the investment units have been sold before reaching 
the age of 55. The money will then be credited into the members’ 
Account 1.

Members are not allowed to withdraw any amount (‘no leakages’) 
from the money invested through the Fund Management Institutions 
(FMIs). 

Member’s Age 30 years

Total Savings in Account 1 RM35,000

Basic Savings at 30 years old
(Refer to Basic Savings Schedule)

RM27,000

Savings in Account 1 that exceeds Basic Savings RM8,000

Amount eligible for investment under the
Member’s Investment Scheme (MIS) is:
20% x RM8,000 = RM1,600
(Minimum investment RM1,000)

RM1,600
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Members will not obtain any dividends declared by the EPF on the 
amount invested as it is not invested by the EPF. 

Release of Control On The Investment 

The EPF will release its control on the invested amount by the Fund 
Management Institutions (FMIs) when a member reaches age 55 or 
has made full withdrawal under Leaving the Country, Incapacitation, 
Pensionable Employees and Death Withdrawals. 

Claims or resale of the invested units will be managed by the member/
next-of-kin directly with the Fund Management Institutions (FMIs). 

Nomination

The amount transferred to the Fund Management Institutions (FMIs) is 
not subject to nomination made by a member. The EPF will discharge 
control over the invested amount upon the demise of a member. Payment 
to the next-of-kin will be made by the Fund Management Institutions 
(FMIs) in accordance with relevant legislations. 

Members are 
fully responsible 
for their 
investments. 
The EPF will not 
be liable for any 
losses incurred. 

ATTENTION!
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Self-employed individuals, housewives and those without a fixed 

income do not have a formal retirement protection scheme like the 

ones enjoyed by the private sector workers (EPF) and public sector 

employees (pension scheme).

What does SP1M aims to do?

Provides an avenue for self-employed individuals or those without a 
fixed income to save for their retirement. 

This scheme is designed to encourage these individuals to contribute 
voluntarily based on their affordability for their retirement.

Demonstrate the Government’s concern for this group of individuals 
by giving them incentives to save for their retirement.

Who is eligible to join SP1M?

Self-employed individuals or those without a fixed income such as 
taxi drivers, hawkers, farmers, fishermen, freelance consultants etc.

Housewives.

Retired public sector employees.

What is the contribution rate for SP1M?

The contribution rate for SP1M is based on one’s affordability and can
be as little as RM50 with a maximum amount of RM60,000 a year.

What are the benefits of participating in SP1M?

Annual dividend that is subject to a minimum dividend rate of 2.5%.

Members are eligible to receive Death Benefit (RM2,500) and an 
Incapacitation Benefit (RM5,000), subject to terms and conditions.

1Malaysia 
Retirement 
Savings Scheme 
(SP1M)

111



16 Withdrawal of savings from Account 2 for housing, education, 
medical purposes and upon reaching age 50 years; and

Full or partial withdrawal can be made upon reaching age 55.

What are the Government incentives for SP1M members? 

Tax exemption of up to RM6,000 per year (with life insurance) for 
self-employed individuals.

Government contribution of 10% per year subject to a maximum 
amount of RM120 per year. This contribution is only for the period 
of four (4) years beginning from 2014 – 2017. This contribution is 
limited to members below age 55 and will be credited into

       Account 1.

How can I participate in the SP1M scheme? 

Individuals must first become an EPF member by submitting a completed 
EPF Form 3 with their MyKad.  After approval, members can then request 
to participate in SP1M by completing the SP1M Selection Form i.e. the 
EPF 16G(1M) Form.

How to make SP1M payment?

Using the 1Malaysia Retirement Savings Scheme Payment Form – 
KWSP 6A(2) that can be obtained at the EPF counter or EPF website.

The KWSP 6A(2) Form is to be submitted together with the cash/
cheque through the following channels:-

EPF counter or mail;

Appointed bank agents - RHB Bank, Maybank Bhd, Public 
Bank Bhd and BSN; and

Appointed online internet banking – Maybank Bhd and Public 
Bank Bhd.

Are there any other voluntary contributions available?

Individuals who are self-employed or those without a fixed income 
can still contribute voluntarily to the EPF through Self Contribution.

Members can opt to increase or top-up the savings in Account 1 for 
their spouse or for their parents. 

You have a choice 
to save for your 
retirement 

Make the right 
decision for your 
future 

A little bit of 
savings every 
month goes a 
long way towards 
a happy and
comfortable life 

ATTENTION!
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Individual Assessment of Financial Status 
You can evaluate your financial status by using the

Monthly Income, Savings and Expenses Table below:

Note:

Net Income (A) Housing Loan

Spouse Income Hire Purchase Loan

House Rent Income Vehicle Loan

Business Income Other Loans

Dividend / Bonus Paid Broadcasting 

Examples: Astro, Internet, 
Mobile Phone etc.

Other Income

Maintenance 

Examples: - House Maintenance 
Fees, Property Assessment Tax 
etc.

Food & Household

Vehicle Maintenance

Public Transport

EPF Contribution (11% x Net 
Income (A))

Utilities

Savings From Other Forms Of 
Investment (at least 7% x Net 
Income (A)).
Examples:-
Insurance, Annuity, Stock, Unit 
Trust, ASB, Savings for Hajj etc.

Education Expenses

Medical Expenses

Children Expenses

Entertainment 

Other Fixed Expenses

The recommended savings is 30% of your salary (11% EPF member’s contribution, 12% 
employer’s contributions and 7% of savings from other forms of investment).

EPF now provides a Retirement Advisory Service (RAS), which aims to assist members to 
enhance members’ awareness and knowledge on the importance of retirement planning. 
Members may seek RAS services through:

Counter (walk-in)
Make an appointment with our EPF Call Centre at 03-8922 6000

18
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Employees Provident Fund

Important Information

Website

www.kwsp.gov.my
EPF Call Centre

03-8922 6000
Customer Feedback

http://enquiry.kwsp.gov.my

Kumpulan Wang Simpanan Pekerja

KWSPBuzz
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OVERVIEW OF PENSIONS POLICY 

IN MALAYSIA

Post Service Division
Public Service Department

Malaysia

2

MALAYSIAN PENSIONS POLICY
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1. To retain desired staff

2. To promote service integrity, effectiveness and efficiency

3. To enable staff turnover as well as removal of undesirable

or excess staff

4. To provide safety net in old age for pensioner, spouse

and minor children

5. To provide compensation for disability or death arising

from work or travel accident-related injury or disease

contracted in the line of duty

OBJECTIVES OF SUPERANNUATION SCHEME (Govt)

4

1. Debt servicing

2. Life-long provisioning

3. Medical needs

4. Intergenerational provisioning

OBJECTIVES OF SUPERANNUATION SCHEME (Retiree) 
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PRINCIPLES OF SUPERANNUATION SCHEME

1. Affordability

2. Equity

3. Sufficiency

4. Portability

5. Adjustable value

6. Predictability

6

PERIMETERS OF A RETIREMENT BENEFITS SCHEME

FINANCING
BENEFITS

PAY-AS-YOU-GOPRE-FUNDED

DEFINED 
CONTRIBUTION

DEFINED 
BENEFITS

Malaysian
Employees’ Provident
Fund Scheme

Future Malaysian
Public Sector Pension
Scheme (paid from
Pensions Trust Fund)

Present Malaysian
Public Sector Pension
Scheme (paid from
Federal Consolidated
Fund)
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1. Federal public service officers

2. State public service officers

3. Statutory Authority employees

4. Local Authority employees

5. Members of the Armed forces

6. Judges

7. Members of Parliament & Members of Federal Administration

8. Political Secretaries

SUPERANNUATION BENEFITS COVERAGE

8

1. Pensions Act 1980 [Act 227]

2. Statutory and Local Authorities Pensions Act 1980 [Act 239]

3. Pensions Adjustment Act 1980 [Act 238]

4. Judges’ Remuneration Act 1971 [Act 45]

5. Members of Parliament (Remuneration) Act 1980 [Act 237]

6. Pensions Regulations 1980

7. Statutory and Local Authorities Pensions Regulations 1990

LAWS RELATED TO PENSION
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CATEGORIES OF TERMINATION BENEFITS

1. Employees Provident Fund Scheme (“EPF Scheme”)

Defined Contribution (employer, employee) with     
dividends,  Pre-funded, career earnings-based

2. Superannuation Benefits Scheme (“Pension Scheme”)

Defined Benefit (Non-contributory), Pay-as-you-go,
final salary-based

10

CATEGORIES OF SUPERANNUATION BENEFITS

1. Retirement benefits

2. Derivative benefits

3. Disability benefit

4. Dependents’ benefit
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GENERAL QUALIFICATION FOR OBTAINING 
SUPERANNUATION BENEFITS

1. Appointment to permanent service

2. Confirmation in permanent service (6 to 24 months after
appointment)

3. Granted pensionable status (not necessary for retirement
due to health reasons or due to appointment in an
organization in which Government has an interest or death
in service)

4. Retirement or death in service

12

1.  Compulsory Retirement

1.1. Attaining age of 60 (w.e.f. 1st January 2012)

1.2. Health reasons

1.3. Abolition of office

1.4. Reorganization of department

1.5. Public interest

1.6. Obtaining foreign citizenship

1.7. Providing false information for appointment

TYPES OR RETIREMENT
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TYPES OR RETIREMENT 

2. Retirement With Officer’s Agreement

2.1. National interest
2.2. In the interest of Public service / service of Statutory

or Local Authority

3. Optional retirement (upon attaining age of 40)

4. Retirement due to appointment in an organization
in which Government has an interest

14

RETIREMENT BENEFITS

1. Gratuity (lump sum)

2. Pension (monthly)

3. Cash in lieu of leave (lump sum)

4. Free or subsidized medical benefits
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GRATUITY

7.5%  x  months of reckonable service  x  last drawn salary
(minus any amount of superannuation or termination benefit

for any portion of the reckonable service)

16

PENSIONS

1  x  months of reckonable service  x  last drawn salary
600

but not more than three-fifths of last drawn salary 

(i.e. maximum at 30 years [360 months] of service) w.e.f. 
1st January 2009

* Pension adjusted with 2% annual increment w.e.f
1st January 2013.
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SPECIAL PENSIONS FORMULA 
FOR SPECIFIC FORM OF RETIREMENT

1. In the case of retirement due to abolition of office or reorganization of 
department, the amount of pension granted shall be based on the 
following formula:

1  x  months of reckonable service  x  last drawn salary
500

but not more than three-fifths of last drawn salary 

(i.e. maximum at 25 years [300 months] of service) w.e.f. 
1st January 2009

2. In the case of retirement due to health reasons or retirement due to
appointment in an organization in which Government has an interest,
the amount of pension granted shall not be less than one-fifth of the
officer's last drawn salary (i.e. only for the period of service less than
10 years [120 months] of service).

18

LOWEST PENSIONS FOR FULL SERVICE

In the case of a pension which has been calculated on the
basis of reckonable service of not less than twenty-five years,
the amount payable to the personnel/pensioner under the Act
227/239 shall not be less than RM820.00 per month.
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PENSIONS ADJUSTMENT

1. 1.7.1980 – 31.12.2012: Adjustment of pensions based on
implementation of new salary scale;

2. 1.1.2013: Adjustment of pensions 2% annually.

3. Law in force is the Pension Adjustment Act of 1980 [Act
238].

20

CASH IN LIEU OF LEAVE

1 x   up to a maximum of 150 days   x   total monthly  
30         of vacation leave not taken emolument

due to exigencies of service        (i.e. salary + fixed   
allowances)  

based on an annual accumulation of not more than 15 days or 
half of annual vacation  leave entitlement, whichever is the less, 
plus an accumulation in the final year of service of not more 
than one year’s annual vacation leave entitlement
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FREE OR SUBSIDISED MEDICAL BENEFITS
1. Specified medical treatment and medication without charge

for pensioner, spouse and minor children available at
Government hospitals and clinics

2. Subsidised ward charges in Government hospitals and
clinics

3. Medical treatment in private hospitals and medication
purchased from private providers / suppliers not available
from Government hospitals upon recommendation /
prescription by Government medical officers

4. Medical treatment overseas upon recommendation by
Government medical officers and decision by Board of
Officers

22

DISABILITY / DEPENDENTS’ PENSION

1. Paid in addition to pensions / derivative pensions

2. When retirement or death is caused by -

injury due to a mishap in the performance of official duty or
from a disease contracted in the line of duty or due to a 
travel accident but not resulting from the personnel’s 
carelessness or wrongdoing, nor the injury or disease 
aggravated by the personnel.      
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DERIVATIVE BENEFITS

1. Death in service

a. Derivative Gratuity (for parent, widow(er), minor children)

b. Derivative Pensions (for widow(er), minor children)

c. Deceased officer’s cash in lieu of leave (for widow(er),

minor children

d. Free or subsidized medical benefits (widow(er), minor

children)

24

DERIVATIVE BENEFITS (continued)

1. Death in retirement

a. Derivative Pensions (for widow(er), minor children)

b. Free or subsidized medical benefits (widow(er), minor
children)
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SITUATIONS RESULTING IN CESSATION OF PENSIONS

1. Imprisonment after conviction by a Court

26

RESEARCH BY POST-SERVICE DIVISION IN 2012 

1. Feasibility review of superannuation scheme in
Malaysia (collaboration with United Nation
Development Program);

2. Pension liability research (collaboration with
Ministry of Finance);

3. Financial research for increasing the retirement
fund (collaboration with Ministry of Finance);

4. Mathematical Modeling and Computer
Implementation of Pension Costs Projection
(collaboration with Islamic Science University of
Malaysia); and

5. Compulsory age of retirement (from 58 years to 60
years) for members of public sector impact study.
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THE PROCESS OF PAYMENT

PAYMENT 
REGISTER

PAYMENT 
VOUCHER

PAYMENT

-BANK 

-WARRANT

PAYMENT

-CHECK

+ ACCOUNTING

H L J

K

FROM 
OPERATION

-PREPARE

-VERIFY

-APPROVE

-PREPARE

-VERIFY

-APPROVE
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TOTAL OF PENSIONERS AND RECIPIENTS

Year Civilian Military TOTAL
2005 417,385 80,483 497,868
2006 440,726 82,779 523,505
2007 465,378 85,463 550,841
2008 486,286 88,830 575,116
2009 498,594 92,329 590,923
2010 515,544 92,280 607,824
2011 538,679 96,524 635,203
2012 555,667 105,240 660,907
2013 569,551 122,693 692,244
2014 590,244 128,285 718,529
2015 615,518 116,224 731,529
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Year Allocation Expenditure %
2005 5,808,000,000.00 5,707,961,124.14 98.28
2006 5,869,500,000.00 5,866,123,233.02 99.94
2007 7,044,759,400.00 7,042,703,017.45 99.97
2008 8,343,273,300.00 8,342,430,420.67 99.99
2009 8,830,362,900.00 8,829,559,221.71 99.99
2010 9,883,263,800.00 9,883,257,932.54 99.94
2011 11,417,041,300.00 11,402,630,911.93 99.87
2012 12,057,200,100.00 12,042,255,100.00 99.87
2013 13,154,204,900.00 13,133,956,461.63 99.85
2014 16,358,854,840.00 16,341,889,948.02 99.90
2015 17,986,607,146.00 17,986,096,718.62 100.00

ALLOCATION AND EXPENDITURE

30

Retirement 
Benefits

Allocation Expenditure

%2015 2015

RM RM
CIL of leave 526,909,000.00 526,805,432.38 99.98

Compensation - - 0.00
Pension 12,195,894,381.00 12,195,861,044.72 100.00
Gratuity 4,614,056,465.00 4,613,920,861.10 100.00
Allowance 2,090,800.00 2,085,345.84 99.74
New 
Pensioners

647,656,500.00 647,424,034.58 99.96

TOTAL 17,986,607,146.00 17,986,096,718.62 100.00

ALLOCATION AND EXPENDITURE
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1. Charged to Federal Consolidated Fund (i.e. drawing 
upon federal revenue, inclusive of taxation)

2. Retirement Fund Incorporated was established in 2007 to 
eventually take over payment of retirement benefits      

SOURCE OF FUNDING

32

POWER SYSTEM
PPPPPPPPPensionsns OOOnlinene WWWWWWWWWWWWWWWWWorkfloww EEEnviviv RiRRRRRRRRRRRRRRRRRonment
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POWER System Overview

SPPP
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POWER System – System Functions

Pensions Registration and 
Processing System

SPPP

Pensions Financial & 
Accounting System

SKAP

Pensions Control 
& Enforcement 
System

SKP

Derivative Pension System

SPT

POWER
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Pension Portal
http://www.jpapencen.gov.my

36
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