SAMPLE SEVERANCE PLAN

This sample is provided as a guide in designing or reviewing severance policies. Not all features in this sample are required. Each company should create a policy that reflects its objectives, is in compliance and meets its projected needs.

SEVERANCE PAY POLICY 

Policy No. 000-00

Date Issued: 00/00/0000

Policy 

In order to provide assistance to the employee during the period of unemployment, it is the company's intention through this policy to provide severance pay to all regular, full-time and part-time staff who suffer a permanent job loss when their positions or functions have been eliminated or permanently transferred to another area.

Under some circumstances, severance pay will also be paid if an employee is involuntary terminated. An example of a situation of involuntary terminations that is eligible for severance pay is the employee lacks the skills necessary for performing job responsibilities.

[Optional clause] This severance programs covers the closing of the company's (Name) Plant located at (insert address). It applies to all full-time workers hired as of (specific date). The severance plan will expire on (insert date).

Procedures 

Severance pay denied. Severance pay will not be provided under any of the following conditions:

· voluntary resignation

· termination at the end of a disability leave

· retirement

· when the employee is offered a position of equal pay at the company or a successor organization and the position is in the same commuting area

· termination for gross misconduct

· when employees with employment contracts in force at the time of the separation are terminated, or employees who have severance payments provided by union membership. Any severance benefits an employee is eligible for through state or local plans will offset the benefits the employee may receive as a result of this policy.

Release required. In exchange for severance, the employee will release the company from any and all actions, suits, claims, and demands related to the termination. The terms of the release, a severance agreement and a review of the documents will be provided at termination.

Additionally, under this policy, when an employee accepts the benefits of this policy the employee also accepts that he or she is no longer an active employee of the company and has no rights or privileges that may arise from that status during the severance period, nor can the employee advise others that they are continuing employees of the company while accepting severance payments.

Decision and approval steps. A department head has the authority to determine whether or not a position may be eliminated or a termination is appropriate. The department head must recommend action to the Vice President, Human Resources.

The Vice President, Human Resources must review each case to determine that procedures have been followed. In every instance, the senior managers of the organizational unit affected must be advised prior to action. All parties must agree in the action as recommended.

The Vice President, Human Resources has the authority to grant severance in accordance with this policy. There is no authority to deviate from the terms and conditions outlined in this policy.

Determining severance benefits 

Formula based. Severance is calculated by applying a specific position factor to the number of weeks of eligible service under this policy an employee has. The result is the total number of weeks of severance an employee is eligible to receive; however, in no instance will an employee receive more than 52 weeks of severance payments.

Position Factor 

This factor is to be multiplied by the number of weeks of eligible service.

· For incumbents of a Director or Manager position, the factor is 2

· For incumbents of a supervisor or exempt position, the factor is 1.5

· For incumbents of non-exempt full and part-time positions, the factor is 1

Eligible service 

For the purpose of this policy, an employee may count all full years of service at the company that are not:

· worked as a result of temporary employment either in the internal pool or external placement by an agency

· year(s) in which the employee worked less than 1,000 hours

The schedule below shows the number of weeks of severance permitted according to years of eligible service.

	

	•
	Less than one year 
	None

	•
	1 year, less than 5 
	4

	•
	5 years, less than 11 
	1 week for each full year of service

	•
	11 years, less than 12 
	12

	•
	12 years, less than 13 
	14

	•
	13 years, less than 14 
	16

	•
	14 years, less than 15 
	18

	•
	15 years, less than 16 
	20

	•
	16 years, less than 17 
	22

	•
	17 years, less than 18 
	24

	•
	18 years, less than 19 
	26

	•
	19 years, less than 20 
	28

	•
	20 years, less than 21 
	32

	•
	21 years, less than 22 
	36

	•
	22 years, less than 23 
	40

	•
	23 years, less than 24 
	44

	•
	24 years, less than 25 
	48

	•
	25 years or more 
	52 (maximum)


Example 

Mary Jones is a department head with 15 years of service. One of those years, Ms. Jones worked less than 1,000 hours. Her severance under this plan is 2 (position factor) x 18 (14 years of service eligible under this plan = 36 weeks of severance pay.

Example 

Harry Smith is a supervisor with 23 years of service under this plan. He was offered a position by the company; however, he would have to relocate and he chose not to do so. His severance under this plan is 1.5 (position factor) x 44 (23 years of eligible service under this plan) = 52 weeks of severance because there is a maximum amount of severance payable under the plan. The math works out to be 66; however, 52 is the maximum severance allowed.

Pay issues. The amount of money that will be used to calculate severance will be the last normal base pay or salary of the employee received prior to the announcement of the termination, including shift differential (if eligible), but excluding overtime, bonuses, commissions and any other extra compensation.

The employee receiving severance will not be eligible for any salary reviews that would have been scheduled during the severance period. The company reserves the right to pay severance in a lump sum or through normal payroll processing. There will be no compensation payments to employees receiving severance other than payment authorized by this policy.

If an employee starts work during the period that he or she is receiving severance payments, the employee is to notify Human Resources immediately and payments will cease. Employees who received a lump sum payment will not be expected to reimburse a partial payment to the company.

Appeal procedure. If an employee feels he or she should have been eligible for severance or the severance received is incorrect, the employee should contact by phone during normal business hours or in writing, the Vice President, General Counsel within 30 days of the employee's termination. All requests will be reviewed and receive a response.

This edition of the severance policy is valid. All previous policies and their provisions, and drafts of pending policy changes are not valid.

Policy distribution and questions. This policy is printed in the employee handbook and the Policy and Procedure Manual distributed to all supervisory staff. Copies of the policy are available by calling the Employee Hot Line. This policy is reviewed in Orientation and Supervisory Management training. Any questions concerning this policy should be directed to the Vice President, Employee Relations; Vice President, Human Resources; or the Vice President, General Counsel.
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