Terms of Reference for a Severance Consultant 

[TO BE ADAPTED TO CIRCUMSTANCES OF THE USER]

1.
Background

[Background Text]

2.  Objectives and Scope of the Work

The principal objective of the assignment is to undertake an assessment of the costs and options for severance of workers for the [PPI scheme name]. 
The [implementing agency], to whom the consultant will report, will be the client.

3. Deliverables

The [implementing agency] will provide a basic data set of employee numbers, ages, years of service and other variables as the principal data source for this consultancy.  If this data is not available then a staff audit will be necessary (See Module 3 for terms of reference for a detailed staff audit).

The consultancy will also be informed by the finding of a separate assessment of the pension arrangements in place for [PPI scheme].  (See Module 5 for terms of reference for a pensions review).

The outputs of this consultancy will be:

· A draft report which will be circulated for comment

· A presentation summarizing the findings

· A final report that takes into accounts any comments and suggestions from the presentation.
4. Consultant Tasks

The consultancy will have three components:

· Component A:  Analysis of relevant laws, regulations and collective bargaining agreements that determine the payment of statutory termination benefits and ex-gratia severance payments

· Component B: Identification of Alternative Options

· Component C:  Costing of Alternative Options

The final report will bring together the three components, summarize the findings and conclusions and will make specific recommendations on the implications of these for the design of the severance elements of [PPI scheme name].
Component A:  Analysis of Relevant Laws, Regulations and Agreements

[Note:  this activity should build upon and not duplicate any other legal reviews which have been conducted by the implementing agency.  In some cases, Component A may have already been undertaken as part of a separate legal review]

Review all relevant laws, rules, government regulations and collective bargaining agreement in order to:

· Identify all provisions which relate to severance, retrenchment, early retirement or termination of employment including:

· Any ILO conventions which have been ratified nationally

· Primary legislation

· Secondary legislation (government regulations, orders, decrees and similar)

· Collective bargaining agreements entered into with trade unions by governments or by the management of the [PPI scheme]
· Legislation on PPI including laws on privatization, concessioning and transfer of undertakings

· Determine the applicability of these provisions to the [PPI scheme], and to employees within that scheme

· Identify key definitions relevant to severance, including definitions of voluntary and involuntary termination of employment, pay, years of service, classifications of employees (temporary, permanent, apprentices, probationers, and similar)

· Identify any areas where:

· There are defects which require amendments

· There are ambiguities in definitions

· There is a lack of detailed regulations and procedures for implementation

· Practical problems have been revealed in earlier PPI transactions (if any)

· Identify and summarize any precedents that may have been set in earlier PPI or privatization transactions and which, although they may not have legal force, set a de facto precedent in regard to severance payment levels, eligibility, or  other terms and conditions.

Component B:  Identify Alternative Options

· Identify a comprehensive range of potential options for implementing severance packages which might be considered

· Undertake a comparison of these options, based on:

· Estimated costs to government (these may be preliminary costs, based on overall assumptions of “average” workers, using estimates of years of service, age, salary and benefits, and arrears)

· The feasibility of implementing the option

· Indicators of the level of political support for the option

· Indicators of the level of opposition for the option

· Timing and sequencing issues.  These may be linked with external factors (such as election cycles, external funding reviews) or internal issues (such as the timetable for PPI, funding of the PPI scheme) 

· In consultation with the [implementing agency] and other relevant stakeholders [list these] determine the preferred options.

Component C:  Costing of Alternative Options

· Working with the implementing agency and relevant managers from the [PPI Scheme] prepare detailed estimates of costs, for the preferred options including:

· ex-gratia severance costs

· statutory payments

· payments arising from collective bargaining agreements

· costs relating to other benefits, either as:

· estimated net present values of maintained benefits (e.g. continued access to the medical facilities, or discounted/free services or house rental), or

· agreed lump sum compensation for lost benefits.

· Assess any savings which arise directly from the severance of workers including:

· Reduced operating costs (worker transport, 

· quickly realizable asset sales (such as housing; redundant depots, stores or workshops)

· Provide an overall summary of the net costs of severance.  This should also include additional costs such as:

· contribution arrears due to the employee directly or to his/her pension or social insurance fund

· unfunded pension obligations

· social safety net activities (such as counseling, training, unemployment subsidies, public works programs).

5.  Timeline
The review will take xxx weeks [suggested minimum is 3 months] for completion.

6.  Consultant Profile

The consultant undertaking will have relevant previous experience with the design and implementation of severance schemes in [country / region] and a good understanding of laws on labor, employment laws, termination of service, pension, company, and labor laws.
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