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Title 

Severance Policy 
 

Purpose This policy sets out the circumstances in which Maryhill Housing will 
provide severance payments. It sets out when and how settlement 
agreements will be used and the key settlement agreement principles. 
 

Scope This policy applies to all staff employed by Maryhill Housing. 
 

Definitions Severance payments: 
 
Severance pay is provided when employment is terminated or ‘severed’ by 
an employer. This excludes dismissal where an employee receives no 
payment other than contractual entitlements up to the dismissal date. 
 
Settlement agreements: 
 
Settlement agreements are legally binding contracts which can be used to 
end the employment relationship on agreed terms. Their main feature is 
that they waive an individual’s right to make a claim to a court or 
employment tribunal on the matters that are specifically covered in the 
agreement. Settlement agreements may be proposed prior to undertaking 
any other formal process. They usually include some form of ex gratia 
payment to the employee by the employer and may also include an agreed 
reference and agreed announcement. 
 

Policy 
Statement 

This policy aims to clarify the circumstances in which severance payments 

will be made. 

Severance: 
 
The Association will make severance payments in the following 
circumstances: 
- Where an employee accepts voluntary redundancy 
- Where an employee is made compulsorily redundant 
- Other voluntary severance 
 
The Association will consider alternatives to severance, such as 
redeployment. The circumstances in which redeployment would be 
appropriate are set out in the terms and conditions of employment. 
 
In making decisions around severance payments the Association will act 
in accordance with the following legislation: 
- Employment Rights Act 2025 
- The Trade Union and Labour Relations (Consolidation) Act 1992 (with 

amendments in ERA 2025) 
- Equality Act 2010 
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Voluntary redundancy: 
 
Voluntary redundancy will be considered if the volunteers come from an 
area where we have surplus capacity. We will use this to avoid 
compulsory redundancy.  The level of any voluntary redundancy payment 
will be set by the Association’s Board ahead of any period of restructuring. 
The Association’s Chief Executive (or in their absence Directors) will 
decide which applications for voluntary redundancy will be approved 
based on the needs of the business. 
 
Compulsory Redundancy: 
 
The terms of a severance payment in a compulsory redundancy situation 
are set out in the employee’s contract and terms and conditions of 
employment. 
 
Other Voluntary Severance arrangements:   
 
Other Voluntary Severance arrangements will also be used in unique 
employee relations matters that other HR policies have failed to resolve.  
These can be used for employers and employees to deal with local 
disputes and business issues that could otherwise have the potential to 
reach an Employment Tribunal.   
 
Settlement Agreements: 
 
All three types of severance will be implemented through the use of 
Settlement Agreements, which bring the employment relationship to an 
end in a conclusive and binding manner.  
The Association aims to resolve disputes sensibly and thus minimise the 
use of Settlement Agreements. Settlement agreements will not be used a 
substitute for effective performance management and disciplinary and 
grievance situations.  An exception may be permitted only when 
professional legal advice confirms that this is an appropriate alternative in 
the specific circumstances. The Association will resolve employment 
disputes using Settlement Agreements where it considers it appropriate 
and proportionate.  
Settlement Agreements may also be used to deal with other types of 
workplace issues the Association may have from time to time  such as but 
not limited to changes to working patterns; disputes over overtime 
arrangements; introduction of new grading systems and similar. Maryhill 
Housing opposes the practice of dismissal and re-engagement and will 
work with our staff and TU representatives to negotiate effective change 
management activities through a robust and comprehensive consultation 
process. 

 
The Association may consider their use where the employment 
relationship with one of our employees has irretrievably broken down; or, 
where it has broken down between employees – and where none of our 
existing policies offer an obvious method to resolve the problem.  
 
Where a Settlement Agreement is being considered having explored all 
other options, written approval will first be sought from the CEO, or 
delegated director in the CEO’s absence, before entering into negotiations 
to facilitate an agreement. 
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In all cases any Settlement Agreement struck must be entered into 
voluntarily by the employee(s), and that they must also have received 
suitable advice from an appropriately qualified and indemnified person. 
The Association will fund these legal costs up to £500 plus VAT. Where 
the fee is higher than this, the employee will be responsible for paying the 
balance. In exceptional circumstances the CEO can approve a higher 
amount.  
 
In the first instance, employees may be offered the opportunity to have a 
confidential protected conversation with the CEO or other delegated senior 
manager about a proposed Settlement Agreement.  The employee may be 
accompanied at this meeting.  Protected conversations can be initiated by 
either employee or employer.  Any member of staff entering into a 
Protected Conversation with an employee must obtain prior approval from 
the CEO before any discussion takes place. 
 
The Association will provide a minimum of ten working days for an 
employee to consider the proposed written terms of a settlement 
agreement offer. 
 
The Association will seek value for money in any settlement agreements it 
concludes.  This will be achieved by carefully considering all possible 
routes which may include seeking appropriate legal advice to determine 
the likely cost to the Association in terms of money, time spent, likely 
outcomes and the risk to the business.  
 
The Association may offer an agreed reference as part of any settlement 
agreements. If agreement cannot be reached on a reference, then the 
standard reference would be provided. 
 
The employee will be given the opportunity, if they wish, to agree the 
wording of an announcement regarding their departure, to be made to the 
staff team by the CEO or another designated senior manager  
 
The Association will seek legal advice when considering and drafting any 
settlement agreement. 
 
Settlement agreements may include provisions confirming that both parties 
will maintain suitable confidentiality in relation to the terms of the 
agreement and the requirement not to disclose these.  
 
However, these provisions will be restricted to cover those matters that are 
normally confidential within an industrial relations framework; or those that 
are otherwise specifically contained within the spirit of the General Data 
Protection Regulations framework. The Association will not include 
restrictions on disclosing matters beyond – particularly such issues that 
are undeniably of wider public interest/whistleblowing. 
 
Authority to Approve Ex Gratia Payments 
 
The terms of settlement agreements involving ex gratia payments up to 6 
months of the employee’s annual basic salary will be agreed by the 
Association’s Chief Executive or in their absence, Directors.  
The negotiated “ex gratia” amount in the settlement agreement is 
exclusive of any contractual payments ie pay in lieu of notice or accrued 
but untaken leave. 
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In circumstances where the terms of settlement agreements involving ex 
gratia payments are above 6 months of the employee’s annual basic 
salary, Board may approve payments up to a maximum of 12 months 
annual basic salary.  
 
Settlement Agreements will be reported to the Association’s Board. 
 
Settlement Agreements will be notified to the Scottish Housing Regulator 
in line with Appendix 1 of the Notifiable Event Guidance 2024 
 
Equalities Impact  
 
We do not see this policy as having any direct impact upon the protected 
characteristics contained within the Equality Act 2010. We will however be 
mindful in the way we select those unresolved disputes/business 
challenge issues to route via the Settlement Agreement method.  
 
We will also be mindful of the way in which we present this option to 
employees and the language we use when discussing any proposition with 
them. By extension we will avoid holding any assumptions as may be 
viewed to be discriminatory, and/or taking actions which in themselves 
could be perceived as victimising the employee(s) concerned.  
 
We will also take account of the advice contained within the EVH “Pre-
termination Discussions & Settlement Agreements” Information Note 
(February 2023 ); along with the information contained within the relevant 
ACAS Code of Practice 
 

Approval Board, May 2026 
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