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Introduction

Although no one looks forward to
terminations, layoffs, or other forms of
employee departure, most organizations
recognize that a severance package can
benefit all parties. For employers, a
well-structured severance pay policy can
boost their employment brand, provide
some protection against wrongful
termination suits, and encourage former
employees to return to the organization
should the opportunity arise. For
employees, the benefits are obvious:
severance pay acts as a parachute to help
cushion their re-entry to the job market.

There is more than one way to construct a severance policy.
Not all employees are eligible for the same benefits, and
severance pay is no exception. Given the fraught nerves and
raw emotion that often surround employee terminations,
itis imperative that you have a well-articulated and

firmly grounded policy to guide the business through the
severance pay process.

Do your research before creating a
policy

Severance pay policies are similar to other HR programs,

in that many factors contribute to determining the right
solution. While you should be conscious of competitors’
behavior, it is paramount that your organization is aware

of the legal and regulatory statutes surrounding notice
periods and severance pay in your markets. These rules,
which are often dictated by collective bargaining action and
labor codes, should underpin your organization’s severance
policy, and are particularly rigid surrounding aspects of
termination like notice periods, pay in lieu of notice, and the
justification for dismissal. HR and legal teams should keep an
astute eye out for updates or changes in local ordinances, as
noncompliance can cost considerably more than providing
the proper benefits on the front end.



Delivering the package

The decision to offer or not offer severance pay is one thing,
but determining how much to provide to an individual
employeeis another. The departure of an employee can be
an emotional affair, and HR professionals are responsible
for the unenviable task of calculating and justifying the
payment provided to each employee as they walk out the
door. Severance pay is delivered via lump sum payments or
the continuation of regular paychecks, but policy decision-
makers also must determine how to calculate the size

of the payment for each individual. Forinstance, should
employees receive payments based on their age, position
within the organizational hierarchy, or length of service?
Moreover, how should companies account for unused leave
or other benefits?

Many terminated employees also are owed some portion
of a short-term incentive, bonus, or commission. Parsing
out these components of an employee’s compensation and
incorporating it into a fair severance pay package can be a
tedious task, but doing so correctly is critical to executing a
successful severance pay policy.

Unprecedented times

There was an unexpected turn in 2020 as the world became
aware of, and significantly impacted by COVID-19, and the
need for temporary and permanent layoffs rose to the
forefront for many employers. The inability to carry out
business as normal presented many companies with tough
decisions. Those who could continue to operate in a remote
environment have keptas many employees as possible on
the payroll, while many others have laid off employees in
order to reduce costs. Despite the unusual circumstances,
deferring to existing severance policies has helped those
tasked with such a difficult undertaking to determine
packages for outgoing employees.

Think it over

There are several considerations for every employer to
consider when devising a severance pay policy:

«  Who within my organization should receive severance
payments upon termination?

«  Whatare the pros and cons of offering terminated
employees a lump sum payment versus salary
continuation?

«  How do the local laws and regulations in my markets
impact my ability to customize severance payments?

e« How should | calculate severance payments for each
employee?

«  Afteroffering a severance package to an outgoing
employee, should | allow that employee to return to my
organization?



The 2020 Severance Pay Policies publication breaks down About this report

and analyzes practices for managing the termination and

release of employees. Individual country results show local This section delineates the methods used in the report and
practices toward severance pay eligibility, notice periods, lists key definitions.

types of severance payments, and more.

This reportincludes the following sections:

Individual market results

Each market includes the following content:

« Severance pay policy

o Notice period

« Severance payments

o Paymentformula

« Outplacement services
o COVID-19 impact

o  Statutory requirements

©2020 Mercer LLC.

Methodology includes data sources used to compile this
report, currency conversion rates, and other details on
calculations and assumptions.

Glossary provides definitions for many of the terms
used throughout this report, as well as other HR-related
terms.

Severance Pay Policies — Sample



Reading this report

The following pages provide tips and guidelines to help navigate the report content.

This section provides an
overview of severance pay
policies, including eligibility
and terms of payment.

At which organizational level are severance pay policies managed? Are companies‘planning to makeany long-term changes to severance
pay policies?

Severance pay policy

11% BB Global
5% I Regional
539% I 67%
32% I come maicsmodi] !ﬁ?}%’hi?’f D)L
The darker shaded portion shows ‘ N‘=100 The ‘N="indicates the sample

the percentage of companies that size for each question.

have a global, regional or local X . X
severance pay policy iew their severance pay policy?

11% 5% 5% 299% 'l 50%

Yes No

How are companies planning to change their severance policies?

17% 36% 40% 25%

\ -_ e
More than once Annually Every 2 years Every 3 years Ad hoc and Reducing Increasing Reducing Increasing Other
per year as needed severance pay  severance pay notice periods  notice periods
N=100 Some questions allowed more than one N=100

response. The sum of all responses will typically

. 1 . o,
be greater than 100% for these questions. Note: More than one response was permitted; percentages may sum to more than 100%.




This section provides data on

NOtice peri()d notice periods for individual

and collective dismissals.

Do companies provide salary in lieu of the notice period?

25% 17% 36% 22%

The shaded portions show the

percentage of companies that
_ provide salary in lieu of notice.
Yes, employees may  Yes, employees may  Yes, a combination of No
choose salary in lieu  be forced to receive both depending on

of notice period salary in lieu of job role
notice period

N=100

Are employees permitted to use remaining annual leave (e.g.,
personal days, vacation days, etc.) during the noticefperiod?

40% 35% 25%

Yes, for all or the Yes, on a No
majority of employees case-by-case basis

N=100

Is there a limit on the amount of annual leave that may be taken
during the notice period?

No, employees can take as much
Yes time as they have accrued

—

400 The darker shaded portion shows

companies that limitannual leave
during the notice period.

N=100

Are employees permitted to take time off to search for a new job
during the notice period?

40% 35% 25%

Yes, as much time Yes, within set No
as needed time limits

N=100



Notice period for involuntary individual terminations

Do companies provide a notice period for involuntary individual terminations that is longer
than required by law?

4

This graphic shows whether or not
a company provides a notice period
thatis longer than required by law.

N=100

What is the total length (including any statutory'amount) of the se¥erange notice pesiod for
individual terminations?

of responses for each job
TS
10

level. This number may vary
depending on the number of

Survey respondents were able to provide notice

Executive per!ods in days, weeks or months according to responses for each job level.
their policy. All responses were then converted
Management 10 into days, weeks and months. See the About
this report section for conversion data.
Professional 10
Para-professional 10 10 2
Statutory notice
Note: Data include statutory notice period if applicable. periods are included

in the data.
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This section provides data on minimum

Severance payments for collective dismissals < and maximum severance payments for
individual and collective dismissals.

What is the minimum severance payment provided to an employee? What is the maximum or'cappedseverance payment provided to an
employee?

This graphic shows the
minimum amount of pay

(in weeks) provided to an
employee upon termination.

This graphic shows the
maximum amount of pay
(in months) provided to an

employee upon termination.

Less 8 months’ pay

¢

6% No mini

7 weeks’ pay
9% 1 week’s pay 8 weeks’ pay 9% 1 month’s pay 6% 9 months’ pay
3% 2 weeks’ 9 weeks’
(1] €eKs’ pay WEeeKs' pay 2 months’ pay 10 months’ pay
0/ , ,
7 (1) 3 weeks’ pay 10 weeks’ pay
7% 3'months’ pay 3% 11 months’ pay
6% 4 weeks’ pay 11 weeks’ pay
4 months’ pay 12 months’ pay
9% 5 weeks’ pay 12 weeks’ pay
9°° 5 months’ pay 200 More than 12 months’ pay
3% 6 weeks’ pay More than 12 weeks’ pay
@ 6 months’ pay @ No maximum
These data are based

N=100

on basicsalary only.

Note: Does not include additional payments such as unused vacation days.

0%

7 months’ pay

N=100

Note: Does not include additional payments such as unused vacation days.



Reading this report

9np . . This graphic shows the percentage
In addition to salary (e.g., number of weeks/months of pay), which of the following are i o "

of companies that provide payments
included in the final severance payment? in addition to basic salary when

calculating final severance payments.

6% 3% 6% 3%

Accrued sick Accrued Pro-rated short-term Pro-rated car allowance Pro-rated Commissions and/or
leave annual leave incentive (if applicable) benefits sales bonuses

N=100

None
of these

Note: More than one response was permitted; percentages may sum to more than 100%.

olunta ividuz:

20% 10% 37% 33% 20% 10% 37% 33% 5% 20% 30% 45% 5% 20% 30% 45%

This graphic shows the prevalence
of each method of severance
payment by job level.

Executive Management Professional Para-professional
N=100 N=100 N=100 N=100
. Lump sum payment Salary continuation . Combination of lump sum Employee may choose lump

and salary continuation sum or salary continuation



Reading this report

This section includes data on the
different payment formulas used when
calculating severance payments.

How are severance payments calculated?

Using a formula based on
years of service and age of None of these
the employee

Using a formula based on
years of service

Formula based on years of service

Amounts are provided

How much severance pay is provided per year of service? for both individual and
collective dismissals

Collective dismissals

Number of weeks” and
months’ pay for each year
of service is provided for
each job level.

Involuntary individual terminations

D A Survey respondents provided data in either
' weeks or months, depending on their policy. Data
Executive 2 . 0.5 were then converted to weeks and months. See 2 0.5 0.5 15
Average and median . . .
ber of ks and the About this report section for conversion data.
Management Pl NUMDbEroigwee 0.5 2 0.5 0.5 15
months are provided.
Professional 2 z 0.5 0.5 15 2 2 0.5 0.5 15
Para-professional 2 2 0.5 0.5 15 2 2 0.5 0.5 15

Note: Does not include additional payments such as unused vacation days. Amounts provided in two formats (weeks/months)
based on conversion of provided data. Amounts may appear to differ slightly due to conversion rates and rounding.



Formula based on years of service and age of the employee

What is the total severance provided based on years of service and age?

This table shows the total number of weeks and months of pay based
on employee age and years of service. For example, an employee aged
40 with 0-5 years of service receives a total of 2 weeks severance pay.

Involuntary individual terminations Collective dismissals
7 X

Survey respondents provided
data in either weeks or months,
Age 25 2 2 Average and median 15 depending on their policy. Data 0.5 15
number of weeks and were then converted to weeks and
Age 30 2 2 months are provided. 15 months. See the About this report 0.5 15
section for conversion data.
Age 40 2 2 0.5 0.5 15 J 0.5 15
Age 50 2 2 0.5 0.5 ! ﬁ N AZ 2 0.5 0.5 15
Age 60 2 2 0.5 0.5 15 2 2 0.5 0.5 15

Note: Does not include additional payments such as unused vacation days. Amounts provided in two formats (weeks/months)
based on conversion of provide”“data. Amounts may appear to differ slightly due to conversion rates and rounding.

Additional payments are not
included in the amounts above.




Market name

Severance pay policy

At which organizational level are severance pay policies managed? Are companies planning to makerany long-term changes to severance

paypolicies?
259% I o
259% I esion
% I oo 50 50%
25% o o
Local, but parent organization controls ‘
25% _ some major aspects of the policy

Yes No

N=100 N=100
How often do companies review their severance pay policy? How are companies planning to change their severance policies?
o o
o o
More than once Annually Every 2 years Every 3 years Ad hoc and Reducing Increasing Reducing Increasing Other
per year as needed severance pay  severance pay  notice periods  notice periods
N=100 N=100

Note: More than one response was permitted; percentages may sum to more than 100%.

©2020 Mercer LLC. 14 Severance Pay Policies — Sample



Eligibility

Which types of employees are covered in the company severance pay policy?

4

o Full-time o Part-time . Contractors/
25 /0 employees 50 A) employees 25 /0 temporary
employees

N=100

Note: More than one response was permitted; percentages may sum to more than 100%.

What is the minimum length of service required for eligibility under the company severance

pay policy?
® ® ® ® ® ® ®
No minimum \l/ Less than \IJ 1 month \|/ 2 months \IJ 3 months \IJ 4 months \IJ 5 months \IJ 6 months
1 month
S . S s S >
7 months \lj 8 months \Iji 9 months ‘\IJ 10 months \IJ 11 months \IJ 12 months \IJ More than
12 months

N=100

©2020 Mercer LLC. 15 Severance Pay Policies — Sample



Country

Are severance payments provided when an individual is terminated Why are severance payments provided for individual terminations
with cause (e.g., fired)? with cause?

Individual employee contract
Legislative requirements
o
N 5 0%
Other
(1)
25%

Yes, in all circumstances Yes, in some circumstances
N=100
N=100
Note: More than one response was permitted; percentages may sum to more than 100%.

Terminations without cause

Under which of the following circumstances do companies provide a severance payout for an
employee terminated without cause?

50% 50% 50% 50% 25% 50% 25%

Redundancy Voluntary Early Position Downsizing Restructuring Mergers & Poor hiring Mutual Retirement Early
orreduction termination (e.g., termination elimination acquisitions decision agreement retirement
in force (RIF) incentivized of temporary (M&A)
layoffs when employee
cost reductions contract

are needed)
N=100

Note: More than one response was permitted; percentages may sum to more than 100%.



Return to company policy

Are employees allowed to return to the company after receiving a
severance payout?

Yes No

50%

N=100

How long does an employee have to wait before returning to the
company after receiving a severance payout?

15% No minimum 15% A minimum of 12 months
20% A minimum of 3 months 20% A minimum of 18 months
15% A minimum of 6 months 15% A minimum of 24 months
N=100

Is the employee’s previous service period recognized if they return to
the company after receiving a severance payout?

A e

25% ) 50% 25%
Yes, for all or the Yes, on a No
majority of employees case-by-case basis

N=100

What is the maximum period of absence allowed for an employee’s
previous service to be recognized?

A maximum of 3 months A maximum of 24 months
20% A maximum of 6 months 20% More than 24 months
A maximum of 12 months No maximum

20% A maximum of 18 months N=100



Country

Are employees required to sigh an agreement Which of the following conditions are included inthe severance payout agreement?
in exchange for their severance payout?

25% Noncompete 25% Confidentiality of the agreement
Yes, for all or the Nondisclosure Final and full settlement
majority of employees

25% Nondisparagement 25% Not eligible to apply for job with

company in the future

Nonpoaching No conditions

25% Nonsolicitation 25% None of these

Agrees not to take legal action
against the company in the future
(e.g., waiver and/or release of claims) N=100

Yes, on a
case-by-case basis

Note: More than one response was permitted; percentages may sum to more than 100%.

Do the listed conditions apply to all severance payout agreements?

No, varies based on
employee level, job,
Yes seniority, etc.

50%

N=100

©2020 Mercer LLC.




Layoff alternatives

Do companies consider any of the following in order to avoid laying off employees?

Hiring
freezes

50%

N=100

Salary
freezes

100%

Reducing
employee
working
hours

50%

Stopping
or reducing
overtime

Voluntary
turnover
(incentivized
layoffs)

50%

Early

retirement
for eligible
volunteers

100%

Note: More than one response was permitted; percentages may sum to more than 100%.

Reducing
temporary
staff

100%

50%

Reducing
contractors

100%

Severance Pay Policies — Sample




Notice period

Do companies provide salary in lieu of the notice period?

25% 25%

25% 25%

Yes, employees may  Yes, employees may  Yes, a combination of No
choose salary inlieu  be forced to receive both depending on
of notice period salary in lieu of job role

notice period

N=100

Are employees permitted to use remaining annual leave (e.g.,
personal days, vacation days, etc.) during the notice/period?

25%

Yes, for all or the
majority of employees

N=100

50% 25%
»
Yes, on a No

case-by-case basis

Is there a limit on the amount of annual leave that may be taken
during the notice period?

No, employees can take as much
Yes time as they have accrued

50%

N=100

Are employees permitted to take time off to search for a new job
during the notice period?

25% 50% 25%
Yes, as much time Yes, within set No
as needed time limits

N=100



Notice period for involuntary individual terminations

Do companies provide a notice period for involuntary individual terminations that is longer
than required by law?

What is the total length (including any statutory amount) of the severance notice period for
individual terminations?

N=100

DEVH Weeks Months
vense | meamn | esse | e | s | s |
Executive 10 10 nNo \) 10.0 100
Management 10 10 10 10 10.0 10.0 100
Professional 10 10 1‘ Io T 00 10.0 100
e A
Para-professional 10 10 10 10 10.0 10.0 100

Note: Data include statutory notice period if applicable. Amounts provided in three formats (days/weeks/months) based on
conversion of provided data. Amounts may appear to differ slightly due to conversion rates and rounding. Days are “work
days.”

Severance Pay Policies — Sample




Country

Notice period for collective dismissals

Do companies provide a notice period for collective dismissals that is longer than required
by law?

50% 50%

/

N=100

What is the totallength (including any statutory amount) of the severance notice period for
collective dismissals?

10 10 10 10.0

Kutive ‘k 10 10.0 100
Management 10 10 10 10 10.0 10.0 100
lssionalV 10 10 10 10 10.0 10.0 100
Para-professional 10 10 10 10 10.0 10.0 100

Note: Data include statutory notice period if applicable. Amounts provided in three formats (days/weeks/months) based on
conversion of provided data. Amounts may appear to differ slightly due to conversion rates and rounding. Days are “work
days.”

©2020 Mercer LLC.




Severance payments
Severance payments for involuntary individual terminations

What is the minimum severance payment provided to an employee? What is the maximum or capped severance payment provided to an

employee?

Less than 1 month’s pay

8 months’ pay

5% No minimum 7 weeks’ pay
10% 1 week’s pay 8 weeks’ pay 10% 1 month’s pay 10% 9 months’ pay
5% 2 weeks’ 9 weeks’
o weeks' pay weeks' pay 2 months’ pay 10 months’ pay
0/ / /
10 0 3 weeks’ pay 10 weeks’ pay
10% 3 months’ pay 10% 11 months’ pay
5% 4 weeks’ pay 11 weeks” pay
4 months’ pay 12 months’ pay
10% 5 weeks’ pay 12 weeks’ pay
10% 5 months’ pay 10% More than 12 months’ pay
5% 6 weeks’ pay More than 12 weeks’ pay
@ 6 months’ pay @ No maximum
N=100 N=100

Note: Does not include additional payments such as unused vacation days.

10%

7 months’ pay

Note: Does not include additional
payments such as unused vacation days.



Country

In addition to salary (e.g., number of weeks/months of pay), which of the following are
included in the final severance payment?

15% 15% 15% 15%

Accrued sick Accrued Pro-rated short-term Pro-rated car allowance Pro-rated Commissions and/or None
leave annual leave incentive (if applicable) benefits sales bonuses of these

N=100

Note: More than one response was permitted; percentages may sum to more than 100%.

What method of payment is used for severance payouts for involuntary individual
terminations?

25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25%

Executive Management Professional Para-professional
N=100 N=100 N=100 N=100
. Lump sum payment Salary continuation . Combination of lump sum Employee may choose lump

and salary continuation sum or salary continuation



Severance payments for collective dismissals

What is the minimum severance payment provided to an employee?

5%
10%
5%
10%
5%
10%

5%

N=100

No minimum

1 week’s pay

2 weeks’ pay

3 weeks’ pay

4 weeks’ pay

5 weeks’ pay

6 weeks’ pay

7 weeks’ pay

8 weeks’ pay

9 weeks’ pay

10 weeks’ pay

11 weeks’ pay

12 weeks’ pay

More than 12 weeks’ pay

Note: Does not include additional payments such as unused vacation days.

10%

10%

10%

10%

Less than 1 month’s pay

1 month’s pay

2 months’ pay

3 months’ pay

4 months’ pay

5 months’ pay

6 months’ pay

7 months’ pay

10%

10%

10%

N=100

What is the maximum or cappedseverance payment provided to an
employee?

8 months’ pay

9 months’ pay

10 months’ pay

11 months’ pay

12 months’ pay

More than 12 months’ pay

No maximum

Note: Does not include additional payments such as unused vacation days.



Country

In addition to salary (e.g., number of weeks/months of pay), which of the following are
included in the final severance payment?

15% 15% 15% 15%

Accrued sick Accrued Pro-rated short-term Pro-rated car allowance Pro-rated Commissions and/or None
leave annual leave incentive (if applicable) benefits sales bonuses of these

N=100

Note: More than one response was permitted; percentages may sum to more than 100%.

What method of payment is used for severance payouts for collective dismissals?

25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25%

Executive Management Professional Para-professional
N=100 N=100 N=100 N=100
. Lump sum payment Salary continuation . Combination of lump sum Employee may choose lump

and salary continuation sum or salary continuation



Country

How are severance payments calculated?

; Using a formula based on
Using a formula based on .
. years of service and age of None of these
years of service
the employee

Formula based on years of service

How much severance pay is provided per year of service?

Involuntary individual terminations Collective dismissals

e [ e [ we | wem [
N

Executive 2 2 2.0 20 2 2 2.0 2.0 20

‘ v 20 20 2 2 20 20 20

Professional 2.0 20 2 2 2.0 2.0 20

Para-professional 2 ' “ 2(‘ 20 20 2 2 20 20 20

Note: Does not include additional payments such as unused vacation days. Amounts provided in two formats (weeks/months)
based on conversion of provided data. Amounts may appear to differ slightly due to conversion rates and rounding.

Management 2




Formula based on years of service and age of the employee

What is the total severance provided based on years of service and age?

0-5 vyears of service

Involuntary individual terminations Collective dismissals

Age 25 2 2 2.0 2.0 20 2 2 2.0 2.0 20

Age 30 2 2 20 20 ‘ lZ 2 20 20 20
ge a |

Age 40 2 2 2.0 2.0 20 2 2 2.0 2.0 20
N

Age 50 2 2 20 20 ‘k\ \2 2 20 20 20

Age 60 2 2 2.0 2.0 20 2 2 2.0 2.0 20

Note: Does not include additional payments such as unused vacation days. Amounts provided in two formats (weeks/months)
based on conversion of provided data. Amounts may appear to differ slightly due to conversion rates and rounding.



6-10 vears of service

Involuntary individual terminations Collective dismissals
QudV

Age 25 2 2 2.0 2.0 20 2 2 2.0 2.0 20
Age 30 2 2 20 20 20 “2 ‘k 2 " 20 20 20
Age 40 2 2 2.0 2.0 20 2 2 2.0 2.0 20
Age 50 2 2 20 20 l ' v 20 20 20
Age 60 2 2 2.0 2.0 20 2 2 2.0 2.0 20

11-15 years of service

Involuntary individual terminations Collective dismissals
DcTai, S

Age 30 2 2 2.0 2.0 20 2 2 2.0 2.0 20
Age 40 2 2 ‘NNO ‘} 20 2 2 20 20 20
Age 50 2 2 2.0 20 20 2 2 20 20 20

Age 60 2 ‘ v 20 20 2 2 20 20 20

Note: Does not include additional payments such as unused vacation days. Amounts provided in two formats (weeks/months)
based on conversion of provided data. Amounts may appear to differ slightly due to conversion rates and rounding.



16-20 vears of service

e R S B S R
,
& T
Age 40 2 2 2.0 2.0 20 2 2 2.0 2.0 20
Age 50 2 2 20 20 20 “2 ‘k 2 " 20 20 20
Age 60 2 2 2.0 2.0 20 2 2 2.0 2.0 20

21+ years of service

Involuntary individual terminations Collective dismissals
[ medn | w= |

Age 40 2 2 2.0 2.0 20 2 2 2.0 2.0 20
Age 50 2 2 20 \ I“ 2 2 20 20 20
Age 60 2 2 2.0 2.0 20 2 2 2.0 2.0 20

Note: Does not include additional payments such as unused vacation days. Amounts provided in two formats (weeks/months)
based on conversion of provided data. Amounts may appear to differ slightly due to conversion rates and rounding.



Outplacement services

Do companies provide outplacement services to employees who What length of time are outplacement services provided to each
receive a severance payout? employee level?

Para-
Executive Management Professional professional

) o o
25% 50% 25% 1 month 25%  50%
2 months 25% 50%
Yes, for all or the Yes, ona No
majority of employees case-by-case basis
N=100 3 months 25% 50%
Are employees required to sign an agreement in exchange for their - 259, 50%

outplacement services?

5 months 25% 50%
25% 50% 25%
6 months 25% 50%
or more
Yes, for all or the Yes, on a No . o o
majority of employees case-by-case basis Not eligible 25% 50%
N=100 N= 100 100
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Program effectiveness and feedback

How do companies measure the
effectiveness of outplacement programs?

20% Utilization

Positive impact on our brand

Do not measure effectiveness

20%

N=100

Note: More than one response was permitted; percentages
may sum to more than 100%.

Do outplacement service providers gather feedback from former employees on the
program effectiveness?

Yes \[e}

50%

N=100

Based on the feedback collected by outplacement service providers, what is the overall
sentiment of former employees?

25% 50% 25%

Mostly positive Neutral Mostly negative

N=100
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Impact of COVID-19

Temporary layoffs due to COVID-19

Have companies temporarily laid off (furloughed) any employees due
to the impact of COVID-19?

e N

Yes No, but the situation is No
being monitored

N=100

Are companies providing any compensation to employees
temporarily laid off due to the impact of COVID-19?

A1V  15% 15% P2y 15%

Yes, one time  Yes, full pay Yes, full pay for  Yes, partial Yes, partial No
lump sum for a set the duration of pay for a set pay forthe compensation
severance period of the leave period of time  duration of is provided
payment time the leave

N=100

What are the reasons for implementing témporary layoffs?

Offices/plants have been temporarily closed Enable employee to collect government

and employees are not able to work benefits
A0 20% 20%
Reduce costs as business is not operating at
full capacity Other
20% 1N 20%

Reduce costs as sales/revenue is down
during this period

Note: More than one response was permitted; percentages may sum to more than 100%.

20% | n=100

Are companies providing any benefits coverage to employees
temporarily laid off due to the impact of COVID-19?

Yes, full benefit coverage
for aset period of time

20%

200/ Yes, partial benefit coverage
o for the duration of the leave

No, benefit coverageis
provided

Yes, full benefit coverage
for the duration of the leave

20% 20% |

Yes, partial benefit coverage
foraset period of time

20%

N=100




Country

Are companies providing access to outplacement services for
employees temporarily laid off due to the impact of COVID-19?

Yes, all employees Yes, some employees
temporarily laid off temporarily laid off
have access have access

Are companies planning 3
employees temporaril

rn-to-work policies for
e impact of COVID-19?

Yes, all employees are
guaranteed a job when
business is ‘back to normal’

Yes, some emplo
guaranteed ajobw



Are companies providing any severance pay to employee s the compensation provided the same as the “standard” severance

permanently laid off due to the impact of package?

Yes, following local i i No, not providing Q Q Q
legislative S severance pay; there

requirements gislati c are no chal No, itis higher than No, itis lower than
en S legislative the standard the standard

requirements severance package severance package
N=100
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Are companies providing any benefits coverage to employees
permanently laid off due to the impact of COVID-19?

25% 25% 25% 25%

Yes, following Yes, providing more  Yes, providing No, not providing
local legislative than local legislative  benefits but benefits; there are
requirements requirements there are no no local legislative
local legislative requirements
requirements to
doso
N=100

Are the benefits provided the same as the “standard” severance
package?

257% 5 257%

Yes No, benefits are higher No, benefits are lower
than the standard than the standard
severance package severance package

N=100

Are companies providing access to outplacement services for
employees permanentlylaid off due to the impact of COVID-19?

Yes, all employees permanently laid off have access
] 25%

Yes, some employees permanently laid off have access
No

N=100

Is the length of time employees have access to outplacement services
the same as the “standard” severance package?

(1) (1) (1)
25% 50% 25%
Yes, it is the same No, itis greater than No, it is less than our
our standard standard severance
severance package package

N=100



Country

Are companies planning any special return-to-work policies for If employees permanentl d off due to the impact of COVID-19
employees permanently laid off due to the impact of COVID-19? return to work when b ess is “bagk to normal,” will companies
require reimbursement bacl any severance payments?

Yes, employees who reapply o
to work for the company 50 /0

will be given priority

Not sure, yet to be o,
determined 50 A)

No 50% or some

ployees

50%




Statutory requirements

Individual termination

Overview of individual termination and severance policy

Company notice period Involuntary termination of service
Length of service Period of notice Amount paid

0-3 months None.

Over 3 months None.

ﬁ&

Note: Instead of accepting severance, the employee can ask the labor authorities for reinstatement, with all benefits.

Definition and conditions of fair and unfair
termination

Causes of termination are written in the Working
General Law, Article 16 (dismissal with fair cause).

Termination without notice

Such termination is valid under Labor Law in the
following circumstances:

* Intentional material damage caused to work
instruments

e Disclosure of industrial secrets

* Negligent acts that may affect industrial security
and hygiene

*  Failure to comply with work agreement

° Theftorrobbery by employee

A parent of a child cannot be dismissed within one
year of the birth of their child.

Company notice period

In the past, fixed-term employment contracts required
a 90-day notice of termination by the employer.
However, employers are no longer permitted to
dismiss personnel without fair cause (causa justa). Itis
not mandatory to provide notice when an employee is
dismissed due to fair cause.

Employee notice period

In the case of voluntary resignation, an employee who
does not provide notice 30 days in advance could lose
the last monthly salary.

Pay-in-lieu of notice permitted

Not applicable.

Other requirements

In the case of voluntary resignation of an employee or
dismissal due to fair cause, the employer and
employee must sign and send a form (finiquito) to the
labor authorities.



Benefits paid on involuntary termination Collective dismissal
of service
Definition and conditions of collective

There are two types of termination indemnities: ..
dismissal

e Termination indemnity (Indemnizacién), which
corresponds to one month’s salary per year of
service in the company. This benefit applies to
those who have at least three months of service.

See “Individual termination”

Company notice period

« Additional payment in case of dismissal See “Individual termination.”
(Desahucio) when the employee is not warned
three months in advance. This payment only Pay-in-lieu of notice permitted
applies when the company dismisses the )
employee without warning (in advance), with the Not applicable.
sum equivalent to one month’s salary or wages for .
each year of continuous work. Other requirements

In the case of an unjustified dismissal, a worker with at See “Individual termination.

least three month’s service could ask the labor . . \ B
authorities for reinstatement, with all benefits. Benefits paid on'collective dismissal

. . . . See “Individual termination.”
Benefits paid on voluntary resignation

In the case of voluntary resignation, an employee who  Description of financing
does not provide notice 30 days in advance could lose

Not available.
the last monthly salary.

Description of financing

Not available.

Other comments

Not available.
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Methodology

This section provides information on the methods of collecting, collating, and analyzing data for this publication. You will also
find notes on exceptions and exclusions in the data and a list of data sources, relevant equations, and currency conversions

rates, along with a glossary of key terms.

Data collection

Data for this publication were collected from the following
primary data sources:

e 2020 Severance Pay Policies survey

*  Mercer’s 2020 Worldwide Benefit & Employment
Guidelines

Data were collected through a global survey on Severance
Pay Policies during April to June 2020. It was open to all
companies that provide severance benefits and have
operations in at least one of the markets included in the
survey.

Note: Participants completed questions that were applicable

to their policies; therefore, sample sizes vary by question.
Keep sample size in mind when making decisions; a small
sample size may not be a true reflection of the market.

The statutory requirements were sourced from Mercer’s

Worldwide Benefit & Employment Guidelines (WBEG). This

information is for guidance purposes only.

Data analysis

Statistics

The following statistics are presented in this report:

Median or 50 percentile: The data point that is higher
than 50% of all other data in the sample when ranked
from low to high.

Average: The sum of all data reported divided by the
number of data observations in the sample. Also known
as the mean.

Prevalence: The percentage of companies that provided
a response to a question with a defined number of
options to choose from. For example, a single response
question or a multiple response (select all that apply)
style question.

* Insingle response questions, the sum of all
responses may not equal 100% due to rounding.

e Inmultiple response questions, the sum of all
responses will be greater than 100%.

e Norsamplesize: The number of companies that
reported data for the statistic.

*  Endashor“-": The sample is too small to provide
the statistic.

Data masking

To ensure the confidentiality of all companies that provide
data to Mercer’s surveys, statistics have been “masked” by
displaying an endash or “-” when minimum sample sizes are
not met.

°* A minimum of three data points are required to report
the average and prevalence percentages.

* A minimum of four data points are required to report the
50t percentile or median.



Working Days

Survey participants were provided with options for the format in which they provided the amount of severance pay out, for
example, days, weeks, months etc. Based on the information provided, values were converted to a common format for ease
of analysis. See the “Common conversions” table if you would like to evaluate leave in an alternate format.

Common conversions

7 calendar days/5 working days 1 week ‘
14 days/10 working days 2 weeks

21 days/15 working days 3 weeks l ' |
30 calendar days/20 working days 4.33 weeks

1 month 4.33 weeks A v

3 months 13 weeks

6 months 26 weeks “ ‘



MERCER TALENT ALL ACCESS®

Start putting more time back into your day.

Knowledge is powerful. Time is limited.

Talent All Access® gives you both at your fingertips with
quick to find and easy to digest content.

Access articles, videos, infographics, checklists (and more) to help
you design, deliver, grow and transform your workforce. Learn More
Manipulate data with or using interactive online dashboards and
tools; or download excel files to run your own calculations.
Watch Video

Grab graphics and visuals directly from our reports to incorporate
into your presentations, or use our prepared PowerPoint decks.

Request Demo

Use the salary budget projections calculator to help forecast
increases through 2023.



https://www.imercer.com/ecommerce/products/talent-all-access
https://taap.mercer.com/talent-all-access-plus-demo-video
https://www.wrike.com/frontend/requestforms/index.html?token=eyJhY2NvdW50SWQiOjE3OTA2NzIsInRhc2tGb3JtSWQiOjE3ODM1MX0JNDcyOTY3NzYyNzc2MQlmNTRiMTBhMTU5YWQxY2YzYWZhM2E2ODhlOTczYjM4MmY4YjY4OWJmYWI4ZjRmNDhmOWJjZWQ3OTE3ZWNiMTIw
https://taap.mercer.com/talent-all-access-plus-demo-video
https://www.imercer.com/ecommerce/products/talent-all-access
https://www.wrike.com/frontend/requestforms/index.html?token=eyJhY2NvdW50SWQiOjE3OTA2NzIsInRhc2tGb3JtSWQiOjE3ODM1MX0JNDcyOTY3NzYyNzc2MQlmNTRiMTBhMTU5YWQxY2YzYWZhM2E2ODhlOTczYjM4MmY4YjY4OWJmYWI4ZjRmNDhmOWJjZWQ3OTE3ZWNiMTIw

& MERCER

believes in building brighter futures by redefining the world of work, reshaping retirement
and investment outcomes, and unlocking real health and well-being. Mercer’s more than 25,000
employees are based in 44 countries and the firm operates in over 130 countries. Mercer is a
business of Marsh & McLennan (NYSE: MMC), the world’s leading professional services firm in
the areas of risk, strategy and people, with 76,000 colleagues and annual revenue of $17 billion.
Through its market-leading businesses including , and , Marsh
& McLennan helps clients navigate an increasingly dynamic and complex environment. For more
information, visit . Follow Mercer on Twitter


https://www.mercer.com/
https://www.marsh.com/us/home.html
https://www.guycarp.com/
https://www.oliverwyman.com/index.html
https://www.mercer.com/
https://twitter.com/mercer
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