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Compensation Limits - Annual Increase

The annual increase in compensation limits for Employment Tribunal awards has recently been announced. These changes will apply to dismissals which take effect after 1 February 2011. The increases reflect the increase in the Retail Price Index (RPI) over the year to September 2010.

The basic award for unfair dismissal and statutory redundancy payments are both calculated using a capped sum for a 'week's pay'. This capped amount for a 'week's pay' will increase from £380 to £400. The amount of any basic award or statutory redundancy payment is calculated by reference to the same capped 'week's pay' multiplied by a maximum of 20 years service and the appropriate age factor. The maximum basic award or statutory redundancy payment will now rise from £11,400 to £12,000. It is important to take into account these increases when considering redundancies, as the potential costs will be greater from February 2011. 

The maximum compensatory award for unfair dismissal will also increase from £65,300 to £68,400. This award generally covers lost earnings and the value of benefits in the period the employee is unemployed or in new, but lower paid, employment. 

This means that the maximum unfair dismissal award (basic award plus compensatory award) is now £80,400. 

In summary:-

· A week's pay for statutory awards: £380 to £400;

· A maximum basic award/redundancy payment: £11,400 to £12,000;

· Compensatory award: £65,300 to £68,400. 

It is important to note that these compensation changes do not effect claims for discrimination. Discrimination claims have an unlimited level of compensation, which is calculated with regards to the employee's loss of earnings, injury to feelings etc. 
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