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Sample Policy Language
This is a sample policy.  Prior to implementation, it should be amended to reflect your organization’s practices and legal obligations.

Sample Severance Policy	        

Scope
This policy is applicable and extends coverage to all regular full-time employees.

Policy
It is the policy of the Company to extend a program of severance compensation and benefits to employees whose employment is involuntarily terminated for reasons other than misconduct.

[bookmark: _GoBack]Severance pay as established by this Policy does not apply to temporary furloughs, retirements, disabilities, voluntary work stoppages, work interruptions caused by acts of God, misconduct and resignations not sought by the Company or for other reasons not addressed specifically in this policy.  In the event of a total shut down of the plant, departments, or sub-units thereof, Senior Management will determine the applicability of severance benefits.  The Board of Directors will determine severance pay for elected company officers or board members.

Provisions
A. Severance Compensation

· Eligibility is determined according to Table 1, based on years of service and management level as determined by Senior Management, provided the employee agrees to sign a release prepared by the Company.

	


	Less Than
1 Year
	Greater Than
1 Year but 
Less Than 3
	Greater Than
3 Years but 
Less Than 10
	Greater Than
10 Years

	Non-Exempt
	2 weeks
	2 weeks
	4 weeks
	6 weeks

	Exempt/Professional
	2 weeks
	4 weeks
	6 weeks
	8 weeks

	Management
	4 weeks
	6 weeks
	8 weeks
	12 weeks


Table 1



· Severance compensation established by Table 1, will be payable according to the following schedule:

	Benefit Weeks
	

	1 – 4 
	Payable at 100% of employee’s base rate  

	5 – 6 
	90% of employee’s base rate

	7 – 8 
	80% of employee’s base rate

	9 – 10
	70% of employee’s base rate

	11 – 12
	60% of employee’s base rate

	13 – 14 
	50% of employee’s base rate

	Thereafter
	50% of employee’s base rate



· Severance pay for non-exempt employees will be calculated on base pay only on the employee’s standard workweek (normally 40 hours).  Severance pay for exempt employees will be calculated on the employee’s base bi-weekly rate only.

· The severance pay allowance includes pay for any time worked following the last regularly scheduled workday.  No additional pay will be made for recognized holidays during such severance pay period.

· In the event the Company elects to make severance payments, they will be made at what would have been the separated employee’s regular payment interval until the allowance is exhausted or the employee commences any other full-time employment, whichever occurs first.  In the event that the separated employee secures part-time employment, any compensation received due to such part-time employment will be deducted from the severance payments.

· Prior to the receipt of each payment of severance pay, the separated employee is required to certify that employment and the means by which it is being actively sought has not yet been secured.  In the event that part-time employment has been secured, the employee is required to report to the Company the amount of any earnings due to such part-time employment and the name of such part-time employer.

B. Benefits
· The Company will continue medical, dental, and life coverages in effect as of the employee’s date of termination until the employee commences other employment, but in no event will insurance coverage be continued beyond the period covered by severance or six (6) months past the employee’s date of termination, whichever is longer. 

· You will receive a COBRA Notification Letter in the mail within 14 days of your last day worked that will provide details of the steps to be followed to continue coverage beyond what was described above.
· The payroll deductions customarily made for dependent or shared cost benefits will be made from severance pay.  Upon expiration of severance pay the employee may continue coverage for the remaining balance of the six (6) month period by remitting to the Company a monthly premium as determined by the Company.

· Accrued, unused vacation credits as of the date of termination will be paid out on the date of termination.

· The Company Profit Sharing Plan will cease upon the employee’s date of termination.

Procedures
A. Responsibilities
· The Human Resources Department will calculate severance benefits and prepare the supporting communication packets.

· The supervisor or manager of the affected employee(s) will be responsible for direct communication with the terminated employee(s).

· Affected employees are required to complete and return a certificate of eligibility to the Human Resource Department by the designated deadline in order to qualify for severance compensation and/or benefit continuation.

B. Interpretations and Exceptions
· Payments pursuant to this plan can be terminated at any time by the Company.  Eligibility for severance allowance and interpretation of the provisions of this Policy will be at the sole discretion and option of the Department Manager and Director of Human Resources.  The terms of this Policy and/or the actions of said Department Manager or Director of Human Resources do not give any employee any vested right to any payment on account of severance.
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