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CLIENT GUIDE 4 : REDUNDANCY PAYMENTSAND AWARDS

Redundancies are inevitably on the increase inytedeonomic climate.

For employees, it is important to understand wiloat gan expect to receive if facing
redundancy.

An employee who is made redundant is normally lewtito their contractual notice monies
and a redundancy payment.

The amount of a statutory redundancy payment dependhe employee’s age, length of
service and the amount of a week’s pay. If an egg# has been in employment for a
minimum of two years, the law prescribes a mininpagment of:

* % aweek’s pay for each completed year of emploympro the age of 22
* lweek’s pay for each completed year of employmetwéen the ages of 22 and 41
* 1% week’s pay for each completed year of employraéiar the age of 41.

Under the statutory scheme, a week’s pay is sutpeiimit — currently set at £330. The
maximum payment is 30 weeks’ pay (based on 20 ysargice over the age of 41).

The length of employment is calculated up to the @nthe employee’s notice period. If an
employee has not been given notice, the periodlctated up to the date the notice period
would have expired had the employee been giveretbgant notice.

If the contract of employment provides for a redumcly payment that is more generous
that the statutory minimum, then the enhanced rdaiicy payment provisions will apply
in place of the statutory minimum payment.

Employers may assert that the provision of an ecdédnedundancy payment is
discretionary but this will depend on whether atcaetual obligation arises based on past
conduct or as a result of badly worded draftinthefterms and conditions of employment.

Redundancy payments are usually only made by sbéraployers. In cases of insolvent
employers, employees may be entitled to paymenthdpepartment for Business,
Enterprise & Regulatory Reform in respect of certébts owed to them by insolvent
employers — up to eight weeks’ arrears of pay,ougix weeks’ holiday pay and up to
twelve weeks’ pay as compensation if the emplog#s fo give the proper period of notice
of dismissal. In each case, the maximum paymerd feeek is £330.

If you require more information, please contaudith L ong.
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