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TAX CREDITSACT 1999

EXPLANATORY NOTES

COMMENTARY ON SECTIONS

Section 1: Certain benefits to be known astax credits
Section 1(1) effectively converts the existing benefits into tax credits.

Section 1(2) gives effect to Schedule 1 which contains the detailed references to family
credit and disability working allowance which need to be changed.

Section 2: Transfer of functionsrelating to tax credits

Section 2(1) and Schedule 2 Partsl, I1 and |11 provide for atransfer of functionsrelating
to the tax credits. Much of the detail of the social security legidation for FC and DWA
isin subordinate legislation. The primary legislation therefore contains a large number
of regulation making powers. In order that WFTC and DPTC can be administered by
the Inland Revenue these powers, insofar as they relate to WFTC and DPTC, need to
be transferred. Section 2(1) transfers the purely administrative powers to the Board of
Inland Revenue, and powers affecting the levels of WFTC and DPTC to the Treasury.
Functions relating to the making of decisions go to Officers of the Board of Inland
Revenue.

Section 2(2) provides that functions relating to periods of awards which begin before 5
October 1999 will not transfer. They will remain with the Secretary of State for Social
Security, but may be exercised by the Inland Revenue on behalf of the Secretary of
State. Thisis because awards run for a period of 26 weeks and therefore on the transfer
there will be awards in payment which were authorised before the transfer. Payments
authorised under rules prevailing before 5 October will be paid from the DSS vote.

Section 2(3) makes provision for Schedule 2 Part IV which modifies certain enactments
for the purposes of WFTC and DPTC.

Section 2(4) gives effect to Part V of Schedule 2, which provides for the detailed
consequential amendments needed to provisions in socia security legislation which
apply to benefits generally, so that they can be applied for the purposes of WFTC and
DPTC.

Section 3: Property, rightsand liabilities

Section 3(1) provides that the property, rights and liabilities relating to the functions
being transferred to the Treasury will also be transferred. The primary purpose of this
isto allow for the transfer of contracts.

Section 3(2) is the same provision as section 3(1), in relation to the functions being
transferred to the Board.

Section 3(3) limits the transfer so that it does not apply to property, rights or liabilities
which are subject to proceedings commenced before the transfer takes effect.


http://www.legislation.gov.uk/id/ukpga/1999/10/section/1
http://www.legislation.gov.uk/id/ukpga/1999/10/section/1/1
http://www.legislation.gov.uk/id/ukpga/1999/10/section/1/2
http://www.legislation.gov.uk/id/ukpga/1999/10/section/2
http://www.legislation.gov.uk/id/ukpga/1999/10/section/2/1
http://www.legislation.gov.uk/id/ukpga/1999/10/schedule/2
http://www.legislation.gov.uk/id/ukpga/1999/10/section/2/2
http://www.legislation.gov.uk/id/ukpga/1999/10/section/2/3
http://www.legislation.gov.uk/id/ukpga/1999/10/section/2/4
http://www.legislation.gov.uk/id/ukpga/1999/10/section/3
http://www.legislation.gov.uk/id/ukpga/1999/10/section/3/1
http://www.legislation.gov.uk/id/ukpga/1999/10/section/3/2
http://www.legislation.gov.uk/id/ukpga/1999/10/section/3/3

These notes refer to the Tax Credits Act 1999 (c.10)
which received Royal Assent on 30 June 1999

Section 3(4) providesfor thetransfer of staff currently employed in the Northern Ireland
Civil Serviceto the Home Civil Service. Thiswill be by Order in Council.

Section 3(5) provides that the statutory instrument containing the Order shall be made
by negative resolution by both Houses of Parliament.

Section 4: Special provisionsfor certain contracts

The Benefits Agency, who administer Family Credit, receives goods and services under
arange of contracts, and section 3 provides that where the contracts relate wholly to
the functions being transferred, they will become contracts with the Inland Revenue.
However, they also receive goods and services under contracts which provide for the
supply to other parts of the DSS. Section 4 provides for continuity in the transfer of
these contracts.

Section 4(1) definesthe contracts to which the section applies. They are contracts which
are which relate partly to functions being transferred and partly to those being retained
by the Secretary of State.

Section 4(2) disapplies section 3 for the contracts covered by this section.

Section 4(3) providesthat the contractsinvolved shall betreated as al so providing goods
and services to the Inland Revenue. So when the functions are transferred, the Inland
Revenue will be able to receive goods and services under these contracts, although they
will be managed by the DSS.

Section 4(4) ensures that references to the Secretary of State also include those to the
Department of Social Security.

Section 5: General functions of Board

Section 5(1) provides that WFTC and DPTC shall be under the care and management
of the Board.

Section 5(2) amends the Exchequer and Audit Departments Act 1866 to allow for
payments of WFTC and DPTC to be made from tax receipts.

Section 5(3) provides that tax credit is included within the meaning of inland revenue
for the purposes of the Inland Revenue Regulation Act 1890. That Act providesfor the
Board' s powers and responsibilities.

Section 5(4) allows the Board to appoint collectors, officers and other persons for the
purpose of paying and managing WFTC and DPTC.

Section 5(5) provides that the Board of Inland Revenue will have a duty to account for
the tax credits, distinguishing between amounts of WFTC and DPTC.

Section 5(6) provides that the declaration of secrecy taken by members of staff and
Genera and Special Commissioners will include tax credits.

Section 5(7) provides for the accounting arrangements provided for in section 5(2) to
take precedence over the accounting arrangements provided for in s.163(2) of the Social
Security Administration Act 1992.

Section 6: Payments of tax credits by employers

Section 6(1) establishesthe responsibility of employersto make payments of tax credits
awarded to their employees in accordance with regulations to be made by the Board.

Section 6(2) provides for regulations to be made relating to the making of these
payments. In particular the regulations may require employersto:

* make payments of tax credits as notified by the Board of Inland Revenue
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e produce wage sheets and other documentation to verify payments of tax credits;
» provide employees with information relating to the tax credits paid to them.
The regulations may also provide for:

« funding by the Board of employers, either before or after they pay the tax credit. The
means by which thisfunding may be provided include set-off against incometax or national
insurance for which the employer is accountable to the Board,;

* recovery of overpayments of funding to employers;
e calculation and payment of interest on amounts due to or from the Board;
e appealsrelating to matters covered in the regulations.

Section 6(3) specifies that regul ations made under this section may make provision for
different cases and circumstances. Theregulationswill be made by statutory instrument
which will be subject to the negative resolution procedure.

Section 6(4) providesthat the section isto comeinto force on 6 April 2000. Although the
WFTC and DPTC will be introduced in October 1999, payment by employers will not
begin until April 2000. Thiswill give employerstimeto make the necessary adjustments
to their payroll systems.

Section 7: Rights not to suffer unfair dismissal or other detriment

Section 7 gives effect to Schedule 3. This gives provision for the rights of employees
not to suffer unfair dismissal or other detriment as a consequence of the obligations
imposed on employers by section 6.

Section 8:; Powersto obtain information

Section 8(1) provides that s.20 and s.20B of the Taxes Management Act 1970 (TMA)
will apply in relation to employers compliance with the regulations under section 6.
These sections relate to the powers of the Inland Revenue to call for documents.
Provision for penalties for non compliance in relation to tax credits are in section9(3)
(c) and (5)(c).

Section 8(2) provides for consequential changesto referencesin s.20 and s.20B for the
purposes of applying those sections to the tax credit regulations for employers.

Section 9: Penaltiesfor fraud etc. and failures to comply

Section 9 containsthe sanctionsto deter fraud and support the Inland Revenue’ s powers
of investigation. The provisionsfor imposing the penalties and appeal s against them are
contained in Schedule 4.

Section 9(1) provides that a person will be liable to a penalty if they fraudulently or
negligently make afalse statement or declaration in relation to aclaim. The penalty will
not exceed the amount specified in section 9(2).

Section 9(2) provides that the amount of the penalty will not exceed the difference
between the amount of tax credit the claimant is actually entitled to and the amount he
would have been entitled to if the claim had been correct. Section 9(1) and (2) reproduce
the effect of s.95 of TMA, in relation to the tax credits. Appeals against these penalties
will be to the unified appeal tribunals set up by the Social Security Act 1998.

Section 9(3) provides for a penalty for failure to provide information, or produce or
deliver documents. It appliesto:

» theinformation powersin the Social Security Administration Act 1992 and corresponding
Northern Ireland provisions (section 9(3)(a));
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e regulations relating to employers under section 6 (section 9(3)(b));
* theuseof s.20 of TMA for employer compliance (section 9(3)(c)).

For (a) and (c), no penalty can beimposed after the offenceisremedied. For (b), aninitial
penalty can beimposed, but no continuing penalty, after the offence has been remedied.
This follows the approach of s.98 of TMA, which distinguishes obligations based on
notices from other obligations. Appeals against these penalties under section 9(3)(a)
will be to the unified appeal tribunals set up by the Social Security Act 1998 or the
corresponding Northern Ireland | egisl ation. A ppeal sagainst penalties under section 9(3)
(b) or (c) will beto the tax commissioners.

Section 9(4) provides the amount of the penalty to be imposed under section 9(3). This
will be a penalty not exceeding £300, and if the failure continues, further penalties not
exceeding £60 a day for each day the failure continues. This mirrors the penalties in
s.98(1) of TMA.

Section 9(5) providesthat aperson shall be liable to a penalty, not exceeding £3000, for
fraudulently or negligently furnishing, producing or delivering incorrect information.
Like section 9(3) it applies to:

» theinformation powersin the Socia Security Administration Act 1992 or the corresponding
Northern Ireland legislation (section 9(5)(a));

» regulations relating to employers under section 6 (section 9(5)b));
* theuseof s.20 of TMA for employer compliance (section 9(5)(c)).

This mirrors the provisions in s.98(2) of TMA. Appeals against these penalties under
section 9(5)(a) will be to the unified appeal tribunals set up by the Social Security
Act 1998. Appeals against the penalties under section 9(5)(b) or (c) will be to the tax
commissioners.

Section 9(6) provides for a penalty to be imposed where an employer refuses or
repeatedly fails to make payments of tax credits, so that the Inland Revenue has to
take over direct payment. The penalty will be an amount not exceeding £3000. Appeals
against these penalties will be to the tax commissioners.

Section 9(7) provides for a penalty to be imposed where an employer fraudulently or
negligently makes or receivesincorrect payments of tax credits; or deliversan incorrect
return. The penalty will only be applicable once in respect of each employee, and will
not cover matters already dealt with under section 9(6), where the Revenue has had to
intervene. Appeals against these penalties will be to the tax commissioners.

Section 10: Penalties: supplementary

Section 10(1) provides that no penalty under section 9 in relation to failures (to furnish
information, evidence or documents) under section 9(3)(a) or (c) shall be imposed after
the failure has been remedied. This includes the penalty for initial failure, and the
penaltiesfor continuing failure. For failure under section 9(3)(b) the continuing penalty
is prevented once the failure has been remedied, but theinitial penalty may beimposed.
The penalty under section 9(3)(b) isfor failuresin relation to employers regulations.

Section 10(2) provides that a penalty under section 9(7) shall not be imposed until the
end of thetax year, and only one penalty in relation to any one employee can beimposed
for any tax year.

Section 10(3) providesthat s.118(2) of TMA shall apply for penalties under section 9(3)
and (6). This allows for extra time to remedy a failure and for a reasonable excuse for
failure to comply.
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Section 10(4) giveseffect to Schedule 4. Thisgivesdetails of the procedurefor imposing
penalties and appeals against them.

Section 11: Liability of company directors etc.

Section 11(1) providesfor ss.121C and 121D of the Social Security Administration Act
1992 (and corresponding Northern Ireland provisions) to apply in relation to the tax
credits. Thiswill relate to liability of directors for tax credits and allows for transfer of
responsibility for unpaid tax credit debt to directors where they are considered to have
acted in a fraudulent or negligent way. It provides for a notice to be served requiring
payment of a proportion of the outstanding tax credits, and for appeals against a notice
served under s.121C. The section applies the provision to prevent use of tax credits by
directorsfor their own use.

Section 11(2) provides for amendments to apply the sections to the tax credits, so that
the references are to officers of the Board of Inland Revenue, and powers under the
sections are transferred to the Board in relation to the tax credits.

Section 11(3) provides that regulations made under section 11(2) shall be by negative
procedure by both Houses of Parliament.

Section 12: Disclosure of information

Section 12(1) provides that the Inland Revenue's genera restrictions on disclosure of
information apply to the Inland Revenue' s tax credit functions. The rest of the section
gives the detailed amendments needed to the disclosure provisions.

Section 12(2) amends subsection (1) of s.182 of the Finance Act 1989 ("FA 1989"),
to provide for it to be an offence to disclose information in respect of any identifiable
person which is held or has been held in the exercise of functions relating to WFTC/
DPTC, in addition to the current provision referring to tax functions.

Section 12(3) addsanew subsection (2AA) to s.182 of FA 1989 to specify that tax credit
functions refers to the functions of working families' tax credit and disabled person’s
tax credit.

Section 12(4) amends s.182(4) of FA 1989 to provide that it is aso an offence to
disclose information relating to the tax credits held by the National Audit Office and
the Parliamentary Commissioner for Administration in the exercise of their functions.

Section 12(5) amends s.182(5) of FA 1989 to providethat it is not an offenceto disclose
WFTC/DPTC information with the consent of the person to whom the information
refers.

Section 12(6) provides for Schedule 5 to have effect. This deals with the use and
exchange of information

Section 13: Documents and forms

This allows documents and forms which refer to Family Credit and Disability Working
Allowanceto be used after thetransfer in relation to payment periods beginning before 5
October 1999. Thisisto allow for the situation wherework is continuing on outstanding
awards of FC/DWA after the transfer of functions.

Section 14: Persons qualifying for disabled person'stax credit

This section extends the qualifying conditions for the disabled person’s tax credit. It
gives disabled people a longer time (182 days instead of 56) in which to find a job
(and thus qualitfy for DPTC) after other benefits have been withdrawn because of an
improvement in their condition. It also providesfor anew fast-track gateway into DPTC
for people who become long-term sick or disabled while in work.
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Section 14(1) provides for amendment of the legidation relating to the qualifying
conditions.

Section 14(2) updates areference in the existing legisation.

Section 14(3) provides that an application for DPTC may be made up to 182 days after
ceasing to receive a qualifying benefit. The current limit for DWA is 56 days.

Section 14(4) provides the conditions for the fast-track gateway. These are that:

* aperson has received statutory sick pay, short term incapacity benefit paid at the lower
rate, income support paid on the grounds of incapacity, national insurance credits only or
occupational sick pay;

e that person has a condition which puts him or her at a disadvantage in getting ajob;
» amedical practitioner certifiesthat theillnessor disability will last for at |east 6 months; and

» onreturning to work the applicant will receive earnings at least 20% less than would have
been the case if there had been no disability.

Section 14(5) and (6) make consequential changes to references in the existing
legidation.

Section 14(7) and (8) ensure that the existing provisions allowing repeat claims will
apply for people whose initial claims are viathe fast-track gateway.

Section 14(9) provides that this section will come into effect from October 2000.

Section 15: New category of childcare providersfor tax credit purposes

Section 15 extends the range of childcare costs that can qualify for help through the
childcare tax credit within the Working Families Tax Credit and Disabled Person’s
Tax Credit.

Section 15(1) setsout the general principle, purpose and limits of the section. It enables
the Secretary of State to make regulations for a scheme to establish a new category of
childcare provider, the costs of which would be taken into account in calculating the
maximum Working Families' Tax Credit and Disabled Person's Tax Credit.

Section 15(2) states that the scheme will enable "accredited organisations’ to approve
the new type of childcare provider, and enable grants or loans to be made to the
"accredited organisations’, for them to charge reasonabl e fees to prospective providers,
and for the Secretary of State to make such other provisions as are necessary.

Section 15(3) confirms that the "accredited organisations' are organisations accredited
by the Secretary of State under rules set out in the scheme.

Section 15(4) makes provision about the powers to make the rules for the scheme in
regulations and states that other than when they are made for the first time, they areto
be made by statutory instruments under the negative procedure where either House can
resolve to annul them.

Section 15(5) states that when the regulations are made for the first time, they areto be
made under the affirmative procedure where both Houses must resolve to approve them.

Section 16: Northern Ireland

Section 16(1) providesfor WFTC and DPTC to be excepted matters under the Northern
Ireland Act 1998 and outside the legislative competence of the Northern Ireland
Assembly. Tax matters in genera are excepted from the authority of the Northern
Ireland Assembly and administered on a UK wide basis by the Inland Revenue. As
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WFTC/DPTC will be administered by the Inland Revenue, it has been agreed that they
should be excepted matters.

Section 16(2) and (3) provide that the Northern Ireland Assembly may amend or repeal
the Employment Rights (Northern Ireland) Order 1996, as amended or applied by
Schedule 3to the Bill, provided that the amendment or repeal affects employment rights
generaly. The fact that WFTC/DPTC are excepted matters would otherwise prevent
this.

Section 17: Financial provisions

Section 17 isto alow for expenditure, by the Board or Secretary of State, arising from
the provisions of the Act to be paid out of money provided by Parliament. It also allows
for payments into the Consolidated Fund of any increase as aresult of the Act.

Section 18: Interpretation
Section 18 defines certain terms used in the Act.

Section 19: Transitional Provisions, savings and repeals
This section provides powers to make regulations for transitional purposes.

Section 19(1) provides that the Board or Treasury may make regulations under the
powers transferred in section 2(1) at any time after the Act is passed, if the regulations
only come into force after the commencement date. This allows the regulations to be
in place, ready to operate from the commencement date.

Section 19(2) ensures the validity of things done on behalf of the Secretary of State,
or by the Department of Health and Social Services for Northern Ireland, before the
transfer datein relation to the tax credits, and enables the actions to be continued by the
Board, or by an officer of the Board, after transfer.

Section 19(3) provides that things done before transfer on behalf of the Secretary of
State, or by the Department of Health and Social Services for Northern Ireland, should
betreated asif they were performed by the Treasury, Board or by an officer of the Board
in order to allow administration to continue.

Section 19(4) providesfor Schedule 6, with the details of the necessary repeals, to have
effect.

Section 20: Short title, commencement and extent.

Section 20(2) provides for the Act to come into force on 5 October 1999 except for the
transitional provisionin section 19(1), which comesinto force on the passing of the Act;
the provisions relating to the requirement for employers to pay the tax credits which
come into force on 6 April 2000; and the provisions relating to the fast-track gateway
to DPTC, which comeinto force on 1 October 2000.

Section 20(3) provides for the Act to extend to Northern Ireland.

Schedules

The Schedules provide the details of the amendments to the social security legislation
which are needed to effect the renaming and the transfer of functions.

Schedule 1: Provisions consequential on renaming of benefits

This Schedul e providesfor the substitution of Working Families' Tax Credit for Family
Credit, and Disabled Person’s Tax Credit for Disability Working Allowance, and lists
the references where this substitution needs to take place.
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Schedule 2;: Transfer of functions

Part I: Provisionsconferring functionstransferred to the Treasury liststhereferencesto
the functions which are transferring to the Treasury. These functions are those relating
to the entitlement and level of the tax credits.

Part Il: Provisions conferring functions transferred to officers of the Board lists the
references to the functions which are being transferred to an officer of the Board of
Inland Revenue. These functions are those of, and related to, making and revising
decisions on claims for WFTC/DPTC.

Part 1ll: Provision conferring functions transferred to the Board provides for the
transfer to the Board of the remainder of the functionswhich areto betransferred, which
arenot referred toin Part | or 1. Paragraph 9 in Part |11 transfers to the Board functions
contained in existing subordinate legislation made under the provisions listed in Part
| or Part I11.

Part 1V: Modification of enactments

Paragraph 10 amends s.71 of the Social Security Administration Act 1992, and
corresponding provision for Northern Ireland. This section relates to recovery of
overpayments of benefits and the amendment provides that amounts of tax credits
which are recoverable (as aresult of a misrepresentation or failure to disclose) shall be
recoverable as if they were tax charged in an assessment. The provisions of Part VI of
TMA will apply to them in relation to collection and recovery. They will be recoverable
through PAYE codes. They will bear interest, where a penalty has also been charged
under section 8(1).

Paragraph 11 provides that s.110 of the Social Security Administration Act 1992
and corresponding Northern Ireland provisions shall not apply. These relate to the
appointment and powers of inspectors for dutiesin relation to benefits.

Paragraph 12 provides that s.111 of the Social Security Administration Act 1992 and
corresponding Northern Ireland provisions shall not apply. These relate to obstruction
of an inspector in carrying out duties in relation to benefits.

Paragraph 13 providesthat ss.111A and 112 of the Social Security Administration Act
1992 and corresponding Northern Ireland provisions shall not apply. These relate to
offences for dishonest and fraudulent representations.

Paragraph 14 provides that s.113 of the Social Security Administration Act 1992 and
corresponding Northern Ireland provisions shall not apply. These relate to offencesin
relation to breach of the regulations under the Acts.

Paragraph 15 providesthat s.115A of the Social Security Administration Act 1992 and
corresponding Northern Ireland provisions shall not apply. These provide for penalties
to be imposed as an alternative to prosecution.

Paragraph 16 provides that ss.182A and 182B of the Social Security Administration
Act 1992 and corresponding Northern Ireland provisions shall not apply. These relate
to the redirection of Social Security post and allow the Secretary of State to require the
Post Office to provide information about redirection.

Paragraph 17 amends s.6 of the Child Support Act 1991 (and the corresponding
provision for Northern Ireland) to remove the obligation to co-operate in seeking
mai ntenance from an absent parent, and the consequential penalty for refusal in relation
to claimantsto WFTC.

Paragraph 18 amends the Social Security (Recovery of Benefits) Act 1997 (and the
corresponding provision for Northern Ireland) to remove Disability Working Allowance
fromthelist of prescribed benefits. Where compensation ispaid for an accident injury or
disease and the person receiving the compensation has also received benefitsin respect
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of that same injury accident or disease, the compensator must repay the amount of the
relevant benefit. This obligation is removed for DPTC. Paragraph 18(2) provides that
where the payments relate to periods beginning before 5 October 1999, the 1997 Act
and corresponding Northern Ireland legislation still apply. Thisallowsfor old payments
of DWA to be recovered.

Paragraph 19 providesthat s.27 of the Social Security Act 1998 and the corresponding
Northern Ireland legislation do not apply to WFTC/DPTC. Thisprovidesfor restrictions
to be made on the arrears which would fall to be paid where the outcome of an appeal
overturns an understanding of the law.

Part V: Consequential provisions - this Part gives details of consequential provisions.

Paragraph 20 -23 - certain references in social security legislation to the Secretary of
State or the Department of Health and Socia Services for Northern Ireland need to
be converted in relation to the tax credits to references to the Treasury, the Board, or
officers of the Board because the function in question has been transferred by Section
2(1). The references are converted by paragraphs 20-23.

Paragraph 24 replaces references in s.123(2) of the Social Security Contributions
and Benefits Act 1992 to the local offices of the Department of Social Security with
references to offices of the Inland Revenue in relation to the obligation to provide
copies of the WFTC schemein local offices. Asthe scheme will be an Inland Revenue
responsibility the responsibility for providing this should be with IR offices.

Paragraph 25 provides that s.175(7) of the Social Security Contributions and Benefits
Act 1992 no longer applies to regulations made by the Treasury under Section 2(1).
This provides for certain regulations to be made in conjunction with the Treasury, and
thisisno longer necessary in the case of regulations which are themselves made by the
Treasury.

Paragraph 26 states that the provision for adjustment between the National Insurance
Fund and the Consolidated Fund shall no longer apply. Thisis not necessary asWFTC/
DPTC will be paid for from tax receipts.

Paragraph 27 provides that the provision requiring Treasury consent for certain
instruments does not apply for the orders to be made by the Treasury under Section 2
of the Act.

Paragraphs 28-38 relate to Northern Ireland provisions

Paragraph 28 replaces references to socia security offices of the Department of Health
and Socia Services for Northern Ireland with references to offices of the Board. This
isthe equivalent provision in Northern Ireland to that in paragraph 24.

Paragraph 29 provides that power to make regulations under the Social Security
Contributions and Benefits (Northern Ireland) Act 1992 in relation to WFTC/DPTC is
exercisable by statutory instrument rather than by statutory rule, which is the normal
procedure for NI orders, but would involve the Assembly. As WFTC/DPTC are
excepted matters thisis not appropriate.

Paragraph 30 allows that the Treasury may direct that a power transferred to the Board
relating to tax credits must be exercised in conjunction with them.

Paragraph 31 makes provision in relation to the Social Security Administration
(Northern Ireland) Act 1992 similar to that made for the Social Security Contributions
and Benefits (Northern Ireland) Act 1992 by paragraph 29.

Paragraph 32 provides that statutory instruments made under the Administration Act
will be subject to negative procedure before both Houses, unlessit is specifically subject
to affirmative procedure.
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Paragraph 33 provides for statutory instruments relating to the up-rating of working
families' tax credit or disabled person’stax credit to be by affirmative procedure.

Paragraph 34 isthe same provision in relation to Northern Ireland as that in paragraph
26.

Paragraph 35 isthe same as paragraph 30 in relation to Northern Ireland.

Paragraph 36 gives the same provisions in relation to making regulations under the
Socia Security (Northern Ireland) Order 1998 asis provided in paragraph 30.

Paragraph 37 makes the same provision in relation to the Social Security (Northern
Ireland) Order 1998 asis provided in paragraph 33. It also provides that the Assembly
have no authority for these statutory instruments.

Paragraph 38 issimilar to paragraph 32, but applies to statutory instruments under the
Social Security (Northern Ireland) Order 1998.

Schedule 3: Rights not to suffer unfair dismissal or other detriment

Paragraph 1(1) provides an employee with theright not to suffer detriment asaresult of
any act, or failure to act, by his employer done on the ground that (a) the employee has
taken action to enforce the rights conferred on him by regulations under section 6(2)(a)
or (c) of the Bill; or (b) the employer has incurred a penalty under section 9 or penalty
proceedings have been brought against the employer; or (c) the employeeis entitled, or
will or may in future be entitled, to atax credit.

Paragraph 1(2) protects the employee from detrimental action whether or not he has
the right which he is claiming and whether or not this right has been infringed, as long
as his claim to the right is made in good faith.

Paragraph 1(3) disapplies the paragraph in cases where the detrimental action taken
against an employee amounts to dismissal because dismissal is dealt with separately in
paragraph 3. Thereisan exception where an employeeis dismissed in circumstances
where he is employed under a fixed term contract and he has agreed in advance to
exclude his right to claim unfair dismissal. In those circumstances the employee can
rely upon this paragraph.

Paragraph 2 provides an employee with the right to complain to an Employment
Tribunal (or in Northern Ireland to an Industrial Tribunal) to enforce the right not to
suffer detriment contained in paragraph 1. A complaint isto be madeinthe sameway as
a complaint under section 48 of the Employment Rights Act 1996 (ERA) or Article 71
of the Employment Rights (Northern Ireland) Order 1996. This meansthat acomplaint
must be made within three months of the alleged detrimental act (or deliberate failure
to act) unless the tribunal considers that it was not reasonably practicable to do so.

Paragraph 3(1) inserts anew section 104B into ERA so asto provide that an employee
will be regarded as having been unfairly dismissed if the dismissal arises because (a)
the employee has taken action to enforce the rights conferred on him by regulations
under section 6(2)(a) or (c) of the Act; or (b) the employer hasincurred a penalty under
section 9 or penalty proceedings have been brought against the employer; or (c) the
employeeisentitled, or will or may in future be entitled, to atax credit.

Paragraph 3(2) inserts a new subsection (7B) into section 105 of ERA which provides
that selecting an employee for redundancy on certain grounds amounts to unfair
dismissal. The new subsection ensures that selecting an employee for redundancy
because he has enforced or attempted to enforce any of therights referred to in the new
section 104B(1) of ERA amountsto unfair dismissal.

Paragraph 3(3) inserts a new subsection (3)(gh) into section 108 of ERA. This means
that the right not to be dismissed for enforcing a right under the Bill will be one
of the rights set out in section 108(3) which apply from the day the employee starts
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work. Without this amendment, section 108(1) would mean that the right would not
apply until an employee had been continuously employed for two years.

Paragraph 3(4) inserts a new subsection (2)(gh) into section 109 of ERA. This means
that the right not to be dismissed for enforcing a right under the Bill will be one of
the rights set out in section 109(2) which apply without any age limit. Without this
amendment, section 109(1) would mean that the right would not apply to those over
their normal age of retirement.

Paragraph 4 serves exactly the same function in relation to employment rights in
Northern Ireland as paragraph 3 servesin relation to Great Britain.

Paragraph 5 inserts a new paragraph (fg) into section 21(1) of the Employment
Tribunals Act 1996 to enable appeals from the Employment Tribunal to the
Employment Appeal Tribunal on question of law in relation to the provisions of the Bill.

Schedule 4: Penalties. Procedure and Appeals
This Schedul e deal s with procedures for penalties for non-compliance with obligations.

Paragraph 1 provides for the determination of penalties by an officer of the Board
except where proceedings have begun in the courts, under paragraph 5. It provides
for the officer to make a determination imposing any penalty under section 9. The
exceptions are initial penalties for failure to provide information, under section 9(4)
(@), which have been imposed by section 9(3)(b) or (c). The latter penalties will be
determined by the tax commissioners under paragraph 4. Under paragraph 1 the officer
must serve a notice on the person liable, and may exceptionally increase the amount
of the penalty if a discovery is made which shows that the amount of the penalty is
insufficient. This reproduces the effect of s.100 of TMA for penalties relating to tax
credits.

Paragraph 2 provides for a penalty determined under paragraph 1 to be due from the
estate of a person who has died; and for a penalty determined under paragraph 1 to be
due 30 days from the issue of the notice of the determination. Paragraph 2 also provides
for the collection and recovery provisionsin TMA (Part V1) to apply to penalties under
paragraph 1. Paragraph 2 reproduces the effect of s.100A of TMA.

Paragraph 3 providesfor appeal s against penalty determinations, reproducing the effect
of s.100B of TMA.

Paragraph 3(2) provides that appeals in relation to penalties imposed under the
provisions of s.5(1)(h) and (hh) of the Social Security Administration Act 1992 or
the corresponding Northern Ireland legislation, or relating to a fraudulent or negligent
claim, shall be heard by the unified appeal tribunals set up by the Social Security Act
1998 or the corresponding Northern Ireland legislation.

Paragraph 3(3) provides that for other appeal s the provisions of TMA shall apply asif
they were appeals against an assessment to tax.

Paragraph 3(4) alows the Commissioners to set aside the determination, confirm it,
reduceit, or increase it.

Paragraph 3(5) provides that an appeal from a decision of the Commissioners shall go
to the High Court (or Court of Session in Scotland).

Paragraph 4 provides for penalty proceedings before the Commissioners, reproducing
the effect of s.100C of TMA.

Paragraph 4(1) provides for an officer of the Board to begin proceedings for an initial

penalty under section 9(4)(a) whichisimposed by section 9(3)(b) or (c). Thisisapenalty
relating to employers’ compliance.
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Paragraph 4(2) providesthat the proceedingswill be before the tax commissionersafter
information is put to them in writing.

Paragraph 4(3) provides that the collection and recovery provisonsin TMA (Part V1)
apply for the tax credits. These provisions dea with the collection mechanisms and
court proceedings.

Paragraph 4(4) provides that appeal from determination of a penalty under this
paragraph will be to the High Court (or Court of Session in Scotland).

Paragraph 4(5) provides that the court may set the determination aside, confirm it,
reduce it, or increaseit.

Paragraph 5 allows the Board to take proceedings for a penadty in the High Couirt,
where the liability arise from afraud. This reproduces the effect of s.100D of TMA for
the tax credits.

Paragraph 6 allows the Board to mitigate penalties at their discretion. This reproduces
the effect of s.102 of TMA for the tax credits.

Paragraph 7 sets time limits for determining a penalty, and reproduces the effect of
s.103 of TMA. Where the penalty isfor fraudulently or negligently making an incorrect
statement, the limit is either six years from the date the penalty was incurred; or three
years after the final determination of the entitlement to the tax credit. For any other
penalty the limit is six years after the penalty was incurred or began to be incurred.

Paragraph 8 provides for interest to be charged on a penalty, from the date it becomes
due and payable. It reproduces the effect of s.103A of TMA for the tax credits.

Schedule 5: Information

Paragraph 1 alows the Board of Inland Revenue to pool the information they hold
for the purposes of their functions relating to tax credits, tax, national insurance
contributions, statutory sick pay, statutory maternity pay and certain functions under
Part 111 of the Pensions Schemes Act 1993 (and the corresponding Northern Ireland
legislation).

Paragraphs 2 and 3 provides for the mandatory exchange of information between the
Inland Revenue and the Department of Social Security (and the Department of Health
and Socia Services for Northern Ireland). The information is that relating to WFTC/
DPTC, and social security benefits, child support and war pensions.

Paragraph 4 provides for the supply (one way route) of information by or under the
authority of the Board of Inland Revenue to local authorities administering housing
benefit or council tax benefit. Theinformationisthat relatingto WFTC/DPTC andisfor
use in administering the benefits. Paragraph 4 a so restricts the onward transmission of
theinformation supplied by the Inland Revenue unlessit is supplied to another authority
or person authorised to exercise afunction relating to the administration of the benefits
or for the purposes of legal proceedingsrelating to Social Security Acts, or it issupplied
back to the Inland Revenue under paragraph 5.

Paragraph 5 provides for the mandatory provision of information by local authorities
to the Board of Inland Revenue for their WFTC/DPTC functions. The information
concerned is that which is relevant to functions relating to housing benefit or council
tax benefit.

Paragraph 6 inserts areference to the Tax Credits Act into s.122 of the Social Security
Administration Act 1992 (and corresponding provision for Northern Ireland in s.116 of
the Social Security Administration (Northern Ireland) Act 1992). These provisions have
been amended by the Social Security Contributions (Transfer of Functions) Act 1999.
This makes it clear that the provisions in ss.122 and 116, which relate to the supply
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of tax information, are distinct from the provisions described above for the supply of
information in relation to tax credits.

Paragraph 7 amends s.110 of the Finance Act 1997 as amended by the Social Security
Contributions (Transfer of Functions) Act 1999. Section 110 is a general provision
concerning the supply of information to the Board of Inland Revenue and Customs by
the Department of Social Security. The amendment is to make it clear that s.110 does
not apply to information relating to tax credits or affect the provisions governing the
supply of information by the Department of Social Security to the Inland Revenue for
functionsrelating to WFTC/DPTC.
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