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Lawful Termination in Thailand:
Severance Pay, Advance Notice, and the Rights Every
Employer and Employee Should Know

By Eksiam Chaisorn, Legal Consultant

Eksiam & Partners Co., Ltd.

This article is general legal information, not a legal opinion on any specific matter. Each matter must
be assessed on its own facts and evidence. The latest online version is at https://

eksiamcorporatelaw.com/en/articles/employer-rights-duties-labor.html

Laws referred to in this article
1. Civil and Commercial Code (CCC), Sections 575, 582, 583, and 585, on hire of services, the

principal governing law

2. Labor Protection Act B.E. 2541 (1998), as amended to date, Sections 17, 17/1, 67, 118, and 119,

the principal law on termination of employment

3. Social Security Act B.E. 2533 (1990), unemployment benefits

4. Act on the Establishment of Labor Courts and Labor Court Procedure B.E. 2522 (1979), labor
litigation

What is an employment contract, and when does it come into existence?

Before turning to termination, it helps to understand what an "employment contract" (in the
language of the Code, a hire of services) is. Thai law defines it clearly in Section 575 of the Civil

and Commercial Code:
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"A hire of services is a contract whereby a person, called the employee, agrees to render services to
another person, called the employer, who agrees to pay remuneration for the duration of the

services." (English text as published in the Thailand Law Library; unofficial translation)

Thai original: "§u31979U59U LY AR TIyARaAUNis 158n119n919 nasazyiuliunyanadn

AUNTIY 159NIUI8979 LazUNg9ANadE I AUI9IRaaAaN NN UlA"

, Civil and Commercial Code, Section 575

An employment contract therefore has three essential elements: the employee agrees to work,
the employer agrees to pay wages, and the relationship continues for as long as the work is
performed. The contract need not always be in writing; an oral agreement can be legally binding,

but in practice a written contract protects both sides far better.

Advance notice: the first step that cannot be skipped

When an employer wishes to terminate, the law does not allow it simply to tell the employee to
leave immediately without advance notice, except in cases of serious misconduct, which are
discussed in the next section. The advance notice rule comes from both the Civil and

Commercial Code and the Labor Protection Act.

Section 582 of the Civil and Commercial Code sets the basic framework:

"If the parties have not fixed the duration of the contract, either party can terminate it by giving
notice at or before any time of payment to take effect at the following time of payment. But no more
than three-month notice need be given." (English text as published in the Thailand Law Library;
unofficial translation)
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Thai original: "t gdeuayr lildinunasliTudyar ez Seduuiuninls inudndheladentsasdn
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, Civil and Commercial Code, Section 582
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Section 17 of the Labor Protection Act adds that, for an employment contract of indefinite
duration, which includes a probationary contract, notice must be given in writing and must reach
the other party at or before a wage payment date so that the termination takes effect on the

following wage payment date, although no more than three months' notice is required.

In practice, for an employee paid monthly, proper advance notice means giving written notice on
or before the pay day of one month so that it takes effect on the pay day of the following month.
In other words, the employee must be given at least one full wage period. If the employer
wants the employee to leave immediately, Section 17 allows the employer to pay the wages that
would be due up to the termination date stated in the notice and have the employee leave at
once. Section 17/1 further provides that where an employer terminates the contract without
giving advance notice under Section 17, paragraph two, it must pay a sum equal to the wages
the employee would have earned from the date of dismissal until the date the termination takes
effect, payable on the day the employee is dismissed. This sum is commonly called "payment in

lieu of advance notice" and is separate from severance pay under Section 118.

Severance pay on termination: the rates under current law

The point most often misunderstood by employers and employees alike is the rate of severance
pay. Section 118 of the Labor Protection Act sets the rates according to length of service;
following the amendment by the Labor Protection Act (No. 7) B.E. 2562 (2019), there are now 6

tiers, as follows:
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"An employer shall pay severance pay to an employee whose employment is terminated, as follows:

(1) an employee who has worked continuously for one hundred and twenty days but less than one
year shall be paid not less than his or her last rate of wages for thirty days, or not less than the

wages for the last thirty days of work for an employee paid on a piece-rate basis;

(2) an employee who has worked continuously for one year but less than three years shall be paid not
less than his or her last rate of wages for ninety days, or not less than the wages for the last ninety

days of work for an employee paid on a piece-rate basis;

(3) an employee who has worked continuously for three years but less than six years shall be paid not
less than his or her last rate of wages for one hundred and eighty days, or not less than the wages for

the last one hundred and eighty days of work for an employee paid on a piece-rate basis;

(4) an employee who has worked continuously for six years but less than ten years shall be paid not
less than his or her last rate of wages for two hundred and forty days, or not less than the wages for

the last two hundred and forty days of work for an employee paid on a piece-rate basis;

(5) an employee who has worked continuously for ten years but less than twenty years shall be paid
not less than his or her last rate of wages for three hundred days, or not less than the wages for the

last three hundred days of work for an employee paid on a piece-rate basis;

(6) an employee who has worked continuously for twenty years or more shall be paid not less than
his or her last rate of wages for four hundred days, or not less than the wages for the last four

hundred days of work for an employee paid on a piece-rate basis."

, Labor Protection Act B.E. 2541 (1998), Section 118, paragraph one ((5) as amended and (6) as
added by the Labor Protection Act (No. 7) B.E. 2562 (2019)) (unofficial translation; Section 118 as
amended by the Labor Protection Act (No. 7) B.E. 2562 (2019))

Thai original: Ifuedrsnesmmeliudgninedadndrededeluil

(1) gnindevhaudasiefuasuisies Bautu udhinsunild i litosniicidananinea
autu vidolal desndt Adnaves M anudu Fugatine dm¥u gndne e 163U Ardne mu wasu Lag
Awaidumie
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The severance pay rates in table form:

Length of service Severance pay (days of wages)
120 days to less than 1 year 30 days

1 year to less than 3 years 90 days

3 years to less than 6 years 180 days

6 years to less than 10 years 240 days

10 years to less than 20 years 300 days

20 years or more 400 days

Worked example: an employee earning a monthly salary of 30,000 baht who has worked for 5
years is entitled to 180 days' severance pay, calculated as follows: 30,000 + 30 x 180 = 180,000
baht

An important note: before the amendment by the Labor Protection Act (No. 7) B.E. 2562 (2019),
the top rate was 300 days, for employees with 10 or more years of service. That Act amended (5)

so that it applies to employees with 10 but less than 20 years of service and added (6), a 400-day
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rate for employees with 20 or more years of service. The 30-day rate for employees with 120 days

but less than 1 year of service already existed under the original Act. Using the old rates in a
calculation can expose an employer to legal liability without realizing it.
When can an employer dismiss immediately without paying severance?

The law allows an employer to dismiss an employee immediately, without advance notice and

without severance pay, but only in the cases of misconduct specified in the Act. Section 119 of

the Labor Protection Act provides:
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"An employer need not pay severance pay to an employee whose employment is terminated on any

of the following grounds:

(1) performing his or her duties dishonestly or intentionally committing a criminal offense against

the employer;
(2) willfully causing damage to the employer;
(3) negligently causing serious damage to the employer;

(4) violating the work rules, regulations, or lawful and fair orders of the employer after the employer
has given a written warning, except in a serious case where the employer need not give a warning; a
written warning remains effective for no more than one year from the date the employee committed

the offense;

(5) abandoning his or her duties for three consecutive working days without reasonable cause,

whether or not there is a holiday in between;
(6) being sentenced to imprisonment by a final judgment.

In the case of (6), if the offense was committed through negligence or is a petty offense, it must have

caused damage to the employer.

Where an employer terminates employment without severance pay under paragraph one but did not
state the facts constituting the ground for termination in the letter of termination, or did not inform
the employee of the ground at the time of termination, the employer may not raise that ground

later."

, Labor Protection Act B.E. 2541 (1998), Section 119 (unofficial translation)
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Section 583 of the Civil and Commercial Code lays down the same principle: "If the employee
willfully disobeys or habitually neglects the lawful commands of his employer, absents himself
for services, is guilty of gross misconduct... he may be dismissed by the employer without notice
or compensation.” (English text as published in the Thailand Law Library; unofficial translation)

¥ }%

Thai original: "d1gndnvadladnmasvesunsdnduseumengnuneia ieazias Ll se dds

WU T LU AR aziianiseulU @ AR nSvinAuin 9819 $18US9 AR ViU I W1ee Ay

lasanlauiwndasuannanalmtivselnaulvunaunuals”

A point of caution for employers: state the ground for termination clearly in the termination
letter. The final paragraph of Section 119 provides that if the employer did not state the facts
constituting the ground for termination in the letter of termination, or did not inform the
employee of the ground at the time of termination, the employer cannot raise that ground later.
In other words, if the employer dismisses without stating the ground, it may still have to pay

severance pay even if the employee actually committed the misconduct.

The certificate of employment: an employee right that employers often
forget

When the employment contract ends, for whatever reason, the employee is entitled to ask the
employer for a certificate of employment. Section 585 of the Civil and Commercial Code

provides:

"If a hire of services comes to an end, the employee is entitled to a certificate as to the length and

nature of his services." (unofficial translation)

Thai original: "lian1391us9ugAdUaILaD gndnveuiazldsuluddyuanaingninatulavinauin

| Ao & | N
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, Civil and Commercial Code, Section 585
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The certificate must state at least two things: the length of service and the nature of the work
performed. The employer has no right to refuse to issue it, even where the employee was

dismissed for misconduct.

The correct procedure for a termination

To ensure that a termination is lawful and to reduce the risk of litigation, an employer should

proceed in the following order:

Step 1, Prepare the termination letter It must state the effective date and the ground for
termination and be signed by an authorized person. Deliver it to the employee against proof of

receipt, or send it by registered mail.

Step 2, Calculate and pay all amounts due These consist of all unpaid wages, severance pay
under Section 118 (if applicable), payment in lieu of advance notice under Section 17/1 (if no
advance notice was given), pay for the annual leave to which the employee is entitled under

Section 67, and any other benefits under the employment contract.

Step 3, Notify the Social Security Office When a person ceases to be an employee, his or her
status as an insured person ends (Social Security Act, Section 38). The employer must report this
change to the Social Security Office by the 15th day of the month following the month in which
the employee left (Section 44). The employee needs this record to claim unemployment

benefits under Section 78.

Step 4, Issue the certificate of employment Under Section 585 of the Civil and Commercial

Code, it must be issued when the employee asks for it.
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A word of caution for employers

Unfair dismissal (Act on the Establishment of Labor Courts and Labor Court Procedure B.E. 2522
(1979), Section 49) allows an employee to sue in the Labor Court for damages over and above
severance pay. If the Labor Court finds the dismissal unfair, it may order the employer to reinstate the
employee at the wage rate received at the time of dismissal or, if it considers that the parties can no
longer work together, fix an amount of damages for the employer to pay instead, taking into account
the employee's age, length of service, and hardship, the reason for the dismissal, and the severance
pay to which the employee is entitled. Seeking labor law advice before acting therefore goes a long

way toward reducing risk in the long run.

Key points

An employment contract comes into existence as soon as the parties agree; it need not be in

writing, but a written contract gives better protection.

An ordinary termination requires written advance notice of at least 1 wage period (and no more

than 3 months).

Severance pay has 6 tiers, from 30 days (120 days to 1 year of service) to 400 days (20 years or

more).

Immediate dismissal without severance pay is possible only in the 6 cases under Section 119,
and the ground must be stated in the termination letter or communicated to the employee at

the time of dismissal.

The employer must issue a certificate of employment on request and notify the Social Security

Office by the 15th day of the month after the employee leaves.
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