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EMPLOYMENT ACT 2002

EXPLANATORY NOTES

INTRODUCTION

1

These explanatory notes relate to the Employment Act 2002, which received Royal
Assent on 8" July 2002. They have been prepared by the Department of Trade and
Industry (DTI) in order to assist the reader of the Act. They do not form part of the Act
and have not been endorsed by Parliament.

The notes need to be read in conjunction with the Act. They are not, and are not meant
to be, a comprehensive description of the Act. So where a provision does not seem to
require any explanation or comment, noneis given.

Because this Act contains a number of provisions, covering several subject areas, each
of themain areasisintroduced and described separately in the notes. The section below
gives abrief overview of the Act’s structure. Certain overarching issues (for example,
the Act’sfinancial effectsand itsimpact on public sector manpower) are grouped at the
back of the document. Also at the end, thereisaglossary of some of the common terms
that occur in more than one part of the notes. These terms are underlined wherever they
first appear under a heading in the commentary (for example, Statutory Maternity Pay)

OVERVIEW OF THE ACT

4,

The main areas covered by the Act are paternity and adoption |eave and pay, maternity
leave and pay, flexible working, employment tribunal reform and resolving disputes
between employers and employees.

In many cases the Act amends current legidation. More specifically it amends:

e TheEmployment Rights Act 1996 to make provisionfor statutory rightsto paternity
and adoption leave and amend the law relating to statutory maternity leave,

» TheSocia Security Contribution Benefits Act 1992 to introduce statutory paternity
and adoption pay and to amend the law relating to maternity pay and maternity
allowance.

»  TheEmployment Tribunals Act 1996 inrelation to costs and expenses, conciliation,
powers to delegate the prescription of forms, determination without a hearing,
practice directions and pre-hearing reviews,

» The Employment Rights Act 1996 to make provision in connection with the use
of statutory procedures in employment disputes, and to introduce a new provision
relating to procedural unfairnessin unfair dismissal cases. In addition amendments
are made to the Act’s provisions relating to the particulars of employment that
employersarerequired to give to employees, and to provisionsrelating to dismissal
procedures agreements,

* The Equa Pay Act 1970 to make provision for questionnaires in relation to equal
pay issues,
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e TheTradeUnionand Labour Relations (Consolidation) Act 1992 to make provision
for time off for trade union learning representatives in organisations where trades
unions are recognised, and

* The Socia Security Administration Act 1992 to make provision for work-focused
interviews for partners of benefit claimants and to make provision about the use of
information for, or relating to, employment and training.

Sectionsinthe Act relating to pay and administration of statutory paternity and adoption
pay, fixed term work, and statutory dispute resolution procedures are free standing and
do not amend existing legislation.

COMMENTARY ON SECTIONS

Part One: Statutory L eave and Pay

Chapter One: Paternity and adoption leave and pay

7.

In the 2001 General Election manifesto the Government made a commitment to “help
parents devote more time to their children early in life”. The Government launched
areview of maternity and parental rights in the early summer of 2000. The terms of
reference of the review were to “consider the steps needed to make sure that parents
have choices to help them balance the needs of their work and their children so
that they may contribute fully to the competitiveness and productivity of the modern
economy”. The review led to the publication of the Green Paper ‘Work and Parents:
Competitiveness and Choice' in December 2000. The consultation processinitiated by
the Green Paper closed in early March 2001. Following on from an announcement made
by the Prime Minister in the light of the results of the Green Paper consultation, it was
announced in the Chancellor’s Budget Statement on 7 March 2001 that extensions to
maternity and parental rights would be provided. These included the introduction of a
new right to two weeks' paid paternity leave, and 26 weeks' paid adoption leave. All the
measures were to be implemented from 2003. Subsequently, the Government published
three framework documents! taking forward the options for simplification of maternity
leave, paternity leave and adoption leave. After the close of the consultation exercise
that followed, the Government response to the consultation? was published.

Sections 1-16 make provision for new rights for paternity and adoption leave and pay.
These include:

o Paternity leave following the birth of a child or the placement of a child for
adoption. Thiswill be for a period of up to two weeks.

» Adoption leave around the placement of a child for adoption. This will be for a
period of up to one year.

o Statutory Paternity Pay for a period of up to two weeks.
e Statutory Adoption Pay for a period of up to 26 weeks.

Paternity leave and Statutory Paternity Pay

9.

Since 1999 fathers have been entitled to unpaid parental leave but they have not until
now had a statutory right to paid leave to care for a child. Paid paternity leave in some

Work and Parents: Competitiveness and Choice, a framework for simplification - published May 2001 (available at http://
www.dti.gov.uk/er/review.htm)

Work and Parents. Competitiveness and Choice, a framework for paternity leave - published May 2001 (available at http://
www.dti.gov.uk/er/review.htm)

Work and Parents: Competitiveness and Choice, a framework for adoption leave - published May 2001 (available at http://
www.dti.gov.uk/er/review.htm)

Work and Parents: Competitiveness and Choice, Government response on simplification of maternity leave, paternity leave
and adoption leave - published November 2001 (available at http://www.dti.gov.uk/er/review.htm)
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form is offered by many employers - either on an ad hoc basis (asin many small firms)
or as aformalised policy for al staff.

After the consultation process ended in 2001, the Government announced it was
introducing a right to two weeks' paid paternity leave from 2003. The new right to
paternity leave is in addition to the right to 13 parental leave weeks (18 weeks for
parents of disabled children) provided for in regulations made under the Employment
Rights Act 1996. Statutory Paternity Pay will be financed by the state, with employers
ableto recover most or all of the amount of Statutory Paternity Pay they pay out.

Section 1: Paternity leave

11.

12.

13.

14.

15.

16.

This section makes provision for the introduction of anew statutory right to two weeks
paternity leave. Regulations will provide for thisto be taken in a single block of either
one week or two weeks at the choice of the father. The intention is to make paternity
leave available to fathers following the birth of a child or the placement of a child for
adoption.

The provisions set out in the section are similar in construction to the provisions in
the Employment Rights Act 1996 (ERA) in relation to parental leave, and this section
inserts them into the ERA.

Regulations will be made making paternity |eave available to an employee:

* who has a relationship (to be specified in regulations) with a newborn child,
or a child newly placed for adoption, and has a relationship (to be specified in
regulations) with the mother or adoptive parent. It is intended that paternity leave
will be available to an employee who expects to be parenting the newborn child or
the child placed for adoption;

» who gives appropriate notification;

* who gives his employer a self-certificate to support his entitlement to leave, if
requested to do so by his employer.

Asitisintended that adoption leave will only be available to one spousein cases where
a married couple adopts a child, paternity leave will be available to the other spouse.
For practical reasons there will be slight differences in how paternity leave operates
as between those adopting within the UK and those adopting overseas. Provisions for
overseas adoptions will be made in regulations.

Paternity leave will be available to an employee who has completed a period of
qualifying service. Itisintended that the requirement will be continuous servicewiththe
same employer for at least 26 weeks by the fifteenth week before the child is expected
to be born, or by the week in which an approved match with the child ismade. (A match
occurs when an approved adoption agency matches an adopter with a child.)

An employeewill have theright to return to ajob following aperiod of paternity leave.
It isintended that regulations will provide for:

» theright to return to the same jaob following absence of one week’s or two weeks
paternity leave in most cases, and

» protection for employees from detriment and unfair dismissal in connection with
paternity leave.

Section 2: Statutory Paternity Pay

17.

Thissection incorporates provisionsinto the Social Security Contributions and Benefits
Act 1992 conferring a new statutory right to Statutory Paternity Pay for fathers
following thebirth of achild or the placement of achild for adoption. Statutory Paternity
Pay is to be paid for a period of two weeks, or if regulations so provide, a period of
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a week or two periods of a week. Regulations will provide for the father to choose
to be paid for asingle period of one week or two weeks. Statutory Paternity Pay will
generally be payable for paternity leave taken within 56 days of the date on which the
child is born or placed for adoption.

The rate of Statutory Paternity Pay will be set in regulations. From April 2003 it will
be the lesser of £100 per week or 90% of the employee’s average weekly earnings.

Statutory Paternity Pay will be available to an employee who has met the service
qualification (continuous service with the same employer for at |east 26 weeks by the
fifteenth week before the child is expected to be born or by the week in which an
approved match is made with the child; and continuous service from that week up to the
child sdateof birth or placement), hasarelationship (to be specifiedin regulations) with
the child and the mother or adoptive parent, gives appropriate notification, and whose
average weekly earnings are equal to or above the Lower Earnings Limit applying to
National Insurance Contributions (NICs) (E75 per week from April 2002). For practical
reasons there will be dight differences in how paternity leave operates between those
adopting within the UK and those adopting overseas. Provisions for overseas adoptions
will be made in regulations. It is planned that employees who are entitled to Statutory
Paternity Pay will have an obligation to givetheir employer a self-certificate to support
their entitlement to pay (the same self-certificate as for paternity leave).

Statutory Paternity Pay will be administered by employersin the same way as Statutory
Maternity Pay. Employers will be able to recover a percentage of the amount of
Statutory Paternity Pay they pay out (limited in most cases to 92%), with small
employers who are entitled to Small Employers' Relief (in 2002/3, those with NICs
duein ayear of £40,000 or less) able to claim 100% and an added payment (in 2002/3
of 4.5% for Statutory Maternity Pay) to compensate for employers' share of National
Insurance Contributions payable in respect of Statutory Paternity Pay. Section 7 of the
Act providesfor a power to make regulations to enable employersto ask for funding, if
necessary in advance, from the Inland Revenue where the amount of Statutory Paternity
Pay they have to pay their employees exceeds the amount of tax and NICs or Student
L oan deductionsthat they aredueto pay to the Inland Revenue. In certain circumstances
wherean employer failsto pay Statutory Paternity Pay, the Inland Revenuewill become
responsiblefor the payment. Liability will also fall on the Inland Revenue from thefirst
week in which an employer becomes insolvent.

The framework for Statutory Paternity Pay is similar to that aready in place for
Statutory Maternity Pay and Working Families Tax Credit . The distribution of rights
and obligations as between primary and secondary legislation follows the model of the
Socia Security Contributions and Benefits Act 1992 and Tax Credits Act 1999. As
under those Acts, administrative and enforcement powers are conferred on the Inland
Revenue. Sections 13 - 15 also provide for the exchange of information about Statutory
Paternity Pay between the Inland Revenue, the DTI and other relevant departments.

To ensure compliance the sections provide for:

» Employers to keep appropriate records and to make periodic returns to the Inland
Revenue

» Employersto produce those records for inspection by the Inland Revenue
» Employersto provide information about entitlement to their employees

e The Inland Revenue to be able to obtain information from both employers and
applicants for Statutory Paternity Pay

* TheInland Revenue to impose penalties where there is refusal or repeated failure
to comply

» Thelnland Revenue to make decisions on entitlement in the event of dispute
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e Appeals against decisions made and penalties awarded to be heard by the
Independent Tax Commissioners.

Adoption leave and Statutory Adoption Pay

23.

24,

Since 1999 adoptive parents have been entitled to unpaid parental leave but they have
not until now had a statutory right to paid leave to care for a child. It is best practice
for at least one adoptive parent to spend time at home with the child in the months
following placement. Support to adoptive parents is currently offered by about a third
of employers. After the consultation process ended in 2001, the Government announced
it was introducing aright to 26 weeks' paid adoption leave from 2003.

Section 3 inserts provisions into the Employment Rights Act 1996 for an adoptive
parent to take adoption leave around the placement of a child for adoption. Paid
adoption leave will provide time for the adoptive child and parent to adjust to their
new relationships. It is hoped that enabling adoptive parents to spend more time with
their child will help reduce the number of disrupted placements. The right to return to
ajob after adoption leave is aso intended to benefit those parents who would prefer to
return to the labour market but might otherwise have difficulty doing so. Together, the
sections on adoption leave and Statutory Adoption Pay aim to fulfil these objectives.
The new right to adoption leave is in addition to the right to 13 weeks' parental |eave
(18 weeks for parents of disabled children) provided for in regulations made under the
Employment Rights Act 1996. The new right to Statutory Adoption Pay will befinanced
by the state, with employers able to recover a percentage of the amount of Statutory

Adoption Pay they pay out.

Section 3: Adoption leave

25.

26.

27.

28.

29.

This section contains provision for anew statutory right to ordinary adoption leave and
additional adoption leave for an adoptive parent around the time of placement of achild
for adoption. Regulations will determine the entitlement to, and details of, the leave.
It isintended that adoption leave will be available whether the child is being adopted
withinthe UK or from overseas. For practical reasons, therewill be slight differencesto
some elements of the provisionsfor domestic and overseas adoptions. It isintended that
ordinary adoption leave will be for a period of up to 26 weeks and additional adoption
leave will be for afurther period of up to 26 weeks, giving atotal of up to one year's
leave.

Thenew provisionsareframed in asimilar way to provisionsin the Employment Rights
Act 1996 (ERA) in relation to maternity leave, and section 3 insertsthem into the ERA.

Regulations will be made making adoption leave available:
» Toanadoptive parent who is matched with achild by an approved adoption agency,

* To employees who give their employer documentary evidence from an approved
adoption agency to support their entitlement to leave, if requested to do so by their
employer,

» Toboth married couples and individuals who adopt,
»  For placements of children up to the age of 18.

In cases where a married couple adopts a child, it is planned that only one spouse will
be entitled to take the leave. The other spouse will be entitled to two weeks' paternity
leaveif they meet the qualifying requirementsin respect of such leave.

Regulations will provide that adoption leave will apply only where the child is newly
placed with an adoptive parent - it will not apply to step-family adoptions or adoptions
by achild’ s existing foster carers where there is no placement.
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Regulationswill also provide that adoption leave will be available to an employee who
has completed a period of qualifying service. It isintended that the requirement will be
continuous service with the same employer for at least 26 weeks by the week in which
an approved match with the child is made (a match occurs when an approved adoption
agency matches an adopter with a child).

An employee will have theright to return to ajob following a period of adoption leave.
It isintended that regulations will allow for:

» theright to return to the same job following absence on ordinary adoption leave
in most cases,

» the right to return to the same job, or if that is not reasonably practicable, an
appropriate, aternative job, following absence on additional adoption leave, and

» protection for employees from detriment and unfair dismissal in connection with
adoption leave.

Section 4: Statutory Adoption Pay

32.

33.

35.

This section contains provisions establishing anew statutory right to Statutory Adoption
Pay for adoptive parents around the placement of a child for adoption. Statutory
Adoption Pay will be available to an adoptive parent of a child newly placed for
adoption - it will not apply to step-family adoptions or adoptions by a child's existing
foster carers where there is no new placement - whether the child is being adopted
within the UK or from overseas. For practical reasons, there are sight differences to
some elements of the provisions for domestic and overseas adoptions. Regulationswill
set out how Statutory Adoption Pay will apply to overseas adoptions.

New section 171ZN, inserted into the Social Security Contributions and Benefits Act
1992 by section 4, provides that Statutory Adoption Pay will be available for a period
of up to 26 weeks. The rate of Statutory Adoption Pay will be set in regulations. From
April 2003 it will be the lesser of £100 per week or 90% of the employee’s average
weekly earnings.

Statutory Adoption Pay will be available to an employee who has met the service
qualification (continuous service with the same employer for at least 26 weeks by the
week in which an approved match with the child is made), has an approved match with
a child, gives appropriate notification, and whose average weekly earnings are equal
to or above the lower earnings limit applying to National Insurance Contributions (£75
aweek from April 2002). It is planned that employees who are entitled to Statutory
Adoption Pay will have an obligation to give their employer documentary evidence
from an approved adoption agency to support their entitlement to pay (the same
documentary evidence as for adoption leave).

Statutory Adoption Pay will be administered by employersin the sameway as Statutory
Maternity Pay. Employers will be able to recover a percentage of the amount of
Statutory Adoption Pay they pay out (limited in most cases to 92%), with small
employers who are entitled to Small Employers Relief (in 2002/3, those with NICs
due in a year of £40,000 or less) able to claim 100% and an added payment (in
2002/3 of 4.5% for Statutory Maternity Pay) to compensate for employers share of
National Insurance Contributions payablein respect of Statutory Adoption Pay. Section
7 of the Act provides for a power to make regulations to enable employers to ask
for funding, if necessary in advance, from the Inland Revenue where the amount of
Statutory Adoption Pay they have to pay their employees exceeds the amount of tax
and NICs or Student Loan deductions that they are due to pay to the Inland Revenue.
In certain circumstances, where an employer fails to pay Statutory Adoption Pay, the
Inland Revenue will become responsible for the payment. Liability will also fall on the
Inland Revenue from the first week in which an employer becomes insolvent.
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The framework for Statutory Adoption Pay is similar to that already in place for
Statutory Maternity Pay and Working Families' Tax Credit. The distribution of rights
and obligations between primary and secondary legidation is similar to that provided
for in the Social Security Contributions and Benefits Act 1992 and Tax Credits Act
1999. As under those Acts, administrative and enforcement powers are to be conferred
on the Inland Revenue. Sections 13 - 15 provide for the exchange of information
about Statutory Adoption Pay between the Inland Revenue, the DTI and other relevant
departments.

To ensure compliance the sections provide for:

» Employers to keep appropriate records and to make periodic returns to the Inland
Revenue

» Employersto produce those records for inspection by the Inland Revenue
» Employersto provide information about entitlement to their employees

» The Inland Revenue to be able to obtain information from both employers and
applicants for Statutory Adoption Pay

» TheInland Revenue to impose penalties where there is refusal or repeated failure
to comply

* TheInland Revenue to make decisions on entitlement in the event of dispute

* Appeals against decisions made and penalties awarded to be heard by the
independent Tax Commissioners

Section 17: Maternity Leave

38.

39.

In May 2001, the Secretary of State for Trade and Industry announced that ordinary
maternity leave would be increased to 26 weeks, followed by 26 weeks additional
maternity leave, giving most mothers up to one year's maternity leave in total. These
changes will be made in regulations.

This section amends Section 71(4) of the Employment Rights Act 1996 to enable the
regulations to address the implications of the extension to maternity leave when a
woman is returning to work.

Section 18-21 and 48 (see paragraph 142): Maternity Pay

40.

Section 18-21 and 48 (see paragraph 142) make changes to Statutory Maternity Pay
and Maternity Allowance as announced in the 2001 Budget in the light of responses
to the Green Paper “Work and Parents: Competitiveness and Choice’. There are a'so
measuresto simplify and clarify the arrangements for women and employers. Thereare
two maternity benefits for pregnant working women. Statutory Maternity Pay (SMP)
is administered and paid by employers; Maternity Allowance (MA) is paid by the
Department for Work and Pensions (DWP). Both are currently paid for a maximum
of 18 weeks.

e SMPispaid to employees who satisfy two basic tests. A woman must have been
employed continuously by her employer for at least 26 weeks into the 15™ week
before the expected week of confinement (EWC); and she must earn on average at
or above the Lower Earnings Limit (£75 from April 2002). There are two weekly
rates. The higher rate is 90% of the employee’'s average weekly earnings and is
payable for the first six weeks for which SMP is payable. The lower rate is a
standard rate (£75 from April 2002) which isreviewed annually and is payable for
the remaining weeks of the Maternity Pay Period.

* MA ispaid to certain women who do not qualify for SMP, to the self-employed,
and to recently employed women. To qualify, they must have been employed or
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self-employed in at least 26 of the 66 weeks (the test period) ending with the week
beforethe EWC. There aretwo rates of MA. Women whose average earnings are at
least equal to the LEL in force at the beginning of their test period receive standard
rate MA (equal to the standard rate of SMP, £75 from April 2002). Women whose
average earnings are below that LEL but at least £30 receive 90% of their average
weekly earnings (subject to a £75 maximum from April 2002).

There are a small number of women who cannot qualify for SMP if they leave
their employment after the 15" week before the EWC but before the SMP payment
period can commence (from the 11" week before the EWC unless triggered by earlier
childbirth). Prior to a decision of a Social Security Commissioner in 2000 it was
always understood that women who left their employment after the 15" week before
the EWC for whatever reason, would still receive SMP. However, the Social Security
Commissioner determined that if awoman ceased to work for her employer for reasons
that were not wholly or partly due to her pregnancy, she would not qualify for SMP.
Secondary legislation was introduced in 2000 to restore SMP in many of these cases
but the primary powerswere insufficient to restore SM P to those few women who leave
work voluntarily for reasons wholly unrelated to their pregnancy. This group, who it
was always expected would be entitled to SMP, are therefore currently unable to get
SMP.

Employers can recover most of the SMP they pay out by making deductions from their
contribution payments made to the Inland Revenue. Where SMP has been paid and the
amount of SMP dueto be recovered exceeds such contribution payments the employer
may apply to the Inland Revenue for payment. Currently the rules restrict recovery
to contribution payments and allow payments of any excess only to be refundable in
arrears. Thisislessflexible for employersthan the arrangements proposed for adoption
and paternity pay, where recovery can be made from other payments due to the Inland
Revenue and payment of the excess made in advance.

Insummary, the sectionsincreasethe standard rate of SMPand MA, extend the payment
period, safeguard an employee’s entitlement to SMP at the 15" week before the EWC
and enable employers to recover SMP in advance and from all payments due to the
Inland Revenue. The changesto the rate of SMP and MA will apply to womenin receipt
of maternity pay on or after 6 April 2003. All other changes will apply to women with
an expected week of childbirth beginning on or after 6 April 2003.

In particular, sections 18-21 and 48 (see paragraph 141):
» Extend the payment period of MA and SMP from 18 to 26 weeks.

* Allow for an increase in the standard rate of MA and SMP to £100 a week, or
90% of weekly earningsif thisislessthan £100. In the case of SMP awoman will
receive 90% of her average weekly earnings for the first 6 weeks for which SMP
is payable (as now).

* Increase the minimum period of notice that must be given to employers for SMP
from 21 daysto 28 days.

o Safeguard an employee's entitlement to SMP from the 15" week before the EWC
on her satisfying the employment and earnings tests and giving notice where
appropriate. Thiswill be the case even if should happen that, for whatever reason,
her employment ends after this point.

» Allow an employer to offset his SMP payments against any payments due to be
made to the Inland Revenue as may be prescribed in regulations. Regulations may
also provide for employersto apply for advance funding if the amount they are due
to pay in SMPwill exceed thetax, national insurance and other allowable payments
due to be made to the Inland Revenue.
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Sections 18-21 and 48 (see paragraph 141) amend sections 35, 35A, 164, 165, 166 and
167 of the 1992 Saocial Security Contributions and Benefits Act 1992, which contains
the rules for Statutory Maternity Pay and Maternity Allowance.

Section 18: Maternity Pay Period

46.

47.

This section amends section 165(1) of the Social Security Contributions and Benefits
Act 1992 by extending the period of SMP from 18 to 26 weeks.

Section 35(2) of the Social Security Contributions and Benefits Act 1992 linksthe MA
period directly to section 165 and hence to the SMP period. Consequently, the period
of MA is aso extended.

Section 19: Rate of Statutory Maternity Pay

48.

49,

50.

51.

This section inserts anew section 166 of the Social Security Contributions and Benefits
Act 1992, which sets out the rate of SMP.

The inserted section 166(1) provides that, as before, a woman shall be paid at the
earnings-related rate (90% of her average weekly earnings) for the first 6 weeks
for which it is payable. But this rate is no longer underpinned by the flat rate. For
the remaining 20 weeks, the woman will receive a prescribed standard rate (£100 a
week) unless this exceeds her earnings-related rate, in which case, she will receive the
earnings-related rate for the entire pay period.

Example:

*  Woman A earns an average of £200 aweek. She therefore receives SMP at
£180 for the first 6 weeks, then £100 for the remaining 20 weeks.

* Woman B earns an average of £90 aweek. She therefore receives SMP at £81
for the whole 26 week period because the earnings-related rate is less that the
flat rate.

Theinserted subsection 166(2) statesthat (asnow) the earnings-related rateis cal culated
on the basis of average earnings during the 8 weeks immediately preceding the 14™
week before the EWC.

Theinserted subsection 166(3) ensures that (as now) the weekly standard rate must not
be less than the weekly rate of Statutory Sick Pay.

Section 20: Entitlement to Statutory Maternity Pay

52.

This section amends section 164 of the Social Security Contributions and Benefits Act
1992. Section 164 deals with a woman's entitlement to SMP and employers’ liability
to pay it. In particular:

e Paragraph (a) amends section 164(2)(a) of the Act. The amendment does not
affect the requirement for a woman to have been employed by her employer for
a continuous period of 26 weeks into the 15" week before her expected week of
confinement. She must aso have ceased to work for him but the requirement that
she ceaseswork “wholly or partly because of preghancy or confinement” isomitted.
This restores the original intention which is to safeguard a woman's entitlement to
SI\{IhP should her employment end for whatever reason after the beginning of the
15" week.

»  Paragraph (b) replaces section 164(4) which sets out the notice awoman isrequired
to give her employer of the start of her maternity pay period. Instead of requiring
awoman to give notice of her absence from work because of her pregnancy, sheis
required to give her employer notice of the date she expects hisliability to pay her
SMP to start. In addition the minimum notice period is increased from 21 daysto
28 days to harmonise with similar changes to maternity leave.
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e Paragraphs (c) and (d) provide a power, as now, to modify the entitlement and
notice provisionsin certain cases; for example early birth.

Section 21: Funding of employers’ liabilities: Statutory Maternity Pay

53.

55.

56.

Subsection (1) of this section inserts a new section 167 in the Social Security
Contributions and Benefits Act 1992, which provides for employers to recover most or
all of the Statutory Maternity Pay they have paid out.

Theinserted section 167, as now, providesfor regulationsto be made so that employers
canrecover 92% of theamount paid out by way of Statutory Maternity Pay and for small
employersto recover al of the SMP paid out plus an additional amount in compensation
for the employers share of national insurance contributions paid on SMP. As now, the
meaning of "small employer" will be defined in regulations by reference to the amount
of contribution payments made by an employer.

However, subsection (5) of theinserted section 167 providesfor regulations to be made
so that employers can recover SMP from tax and other payments due to the Inland
Revenue and not just from contributions payments as now. In addition regulations will
provide for employers to apply for advance payments of SMP if necessary where the
amount they have to pay out in SMP exceeds allowable payments due to the Inland
Revenue. Regulations (under subsection (5)(c)) will also providefor theInland Revenue
to recover any overpayments generated by such advance payments. This provision
aligns SMP recovery with similar provisions being introduced for Statutory Paternity
Pay and Statutory Adoption Pay.

Subsection (2) makes corresponding provision for Northern Ireland.

Part 2: Tribunal Reform

Costs and expenses

57.

58.

59.

The Employment Tribunals Act 1996 authorises employment tribunal procedure
regulations to provide for the award of costs or expenses (costs are known in Scotland
as expenses). The regulations provide that where in the opinion of the tribunal a party
has in bringing the proceedings, or a party or his’her representative has in conducting
the proceedings, acted vexatiously, abusively, disruptively or otherwise unreasonably,
then thetribunal shall consider whether to award costs against that party and may do so.
Similarly, costs may be awarded where the bringing or conducting of the proceedings
by a party has been misconceived (which includes having no reasonable prospect
of success). The regulations do not give tribunals a general power to award costs
against the losing party, in the absence of these factors. There will be no change to the
circumstances in which the tribunal may award costs against such a party.

Asfar asthe Employment Appeal Tribunal is concerned, the power in the Employment
Tribunals Act 1996 to make rules dealing with costs and expenses is limited to
cases where the proceedings were unnecessary, improper or vexatious or there has
been unreasonable delay or other unreasonable conduct in bringing or conducting the
proceedings.

In its consultation document ‘Routes to Resolution’, the Government suggested “all
concerned - users, their representatives and the tribunals - must play their part in
ensuring that time wasting is minimised.” Specifically, the document proposed giving
the tribunals new powers to make orders for wasted costs against representatives are
acting on afor profit basis; changing the presumption on costs; and allowing any costs
awarded to include the time spent preparing the case. Currently employment tribunals
cannot include in any award an amount to reflect time spent by a party preparing for
the employment tribunal claim and there is no power to make an award directly against
arepresentative, where his’her behaviour has been found inappropriate
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Section 22: Awards of costs or expenses against representatives

60.

61.

This section extends the scope for making employment tribunal procedure regulations
set out in section 13 of the Employment Tribunals Act 1996 (costs and expenses). It
does this by substituting subsection (1) of section 13 with four subsections.

Specifically, the amendment gives the Secretary of State power by regulations to
authorise tribunals to make awards of costs directly against a party’s representative,
because of the way the representative has conducted the proceedings. The award could
mean that the representative may not recover his’her fees from the client, or that he/
she has to pay costs incurred by the client, or costs incurred by the other party, as a
result of hig’her misconduct. It isintended that the regulations will include safeguards
to alow the representative the opportunity to put his/her case on any proposed award.
Theregulationswill also be ableto define “ representative” so asto exclude the not-for-
profit sector from wasted costs orders.

Section 22: Paymentsin respect of preparation time

62.

63.

This section also inserts a new section 13A into the Employment Tribunals Act 1996.
It gives the Secretary of State power by regulations to authorise tribunals to order that
one party make apayment to the other in respect of the time spent in preparing the other
party’s case. It is not intended that the parties should have to provide detailed evidence
of the actual timethey have spent preparing for a case, but that the tribunal should make
an assessment based on guidelines to be set out in the Employment Tribunal Rules of
Procedure. It isintended that the new awards could be made only in the circumstances
in which a costs award may be made at present, that is, where the party’s case is
misconceived, or they or their representative have behaved vexatioudy, abusively,
disruptively or otherwise unreasonably.

The new section 13A provides that the regulations on costs and preparation time
must include a provision that the tribunal may not make an award of both costs and
preparation time in favour of the same person in the same proceeding.

The amendments made by section 22 also contain specific powers for the procedure
regulations to allow tribunals to take into account a party’ s ability to pay when making
acosts or preparation time award. Thisis because arecent Court of Appeal decisionin
Kovacs v Queen Mary & Westfield College and the Royal Hospitals NHS Trust ruled
that a tribunal may not take into account a party’s ability to pay when making a costs
award. The Government believesthat thetribunal should have the discretion to consider
aparty’s means, where appropriate. Thiswill be given effect in the regulations.

Section 23: Costs and expenses in the Employment Appeal Tribunal

65.

This section replaces the existing section 34 of the Employment Tribunals Act 1996,
which deals with costs in the Employment Appea Tribunal. The power is aligned
with the power to make costs rules for employment tribunals. Thus the power to make
rules for the EAT is no longer limited to certain types of case, there is provision
for wasted costs orders against representatives and specific provision for taxation or
detailed assessment of costs. The rules will set out the limited circumstances in which
costs orders can currently be made in the Employment Appeal Tribunal (see paragraph
58 above). The new section 34 also providesfor the Employment Appeal Tribunal rules
to enable the EAT to take into account a party’s ability to pay when making a costs
award.

Miscellaneous
Conciliation

66.

The Advisory Conciliation and Arbitration Service's (ACAYS) present role is, among
other things, to provide an independent and impartial service to prevent and resolve
disputes between employers and employees. ACAS conciliators currently have a
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statutory duty to promote settlements of awide range of employment rights complaints,
which have been made or could be made to an employment tribunal. Section 24
establishes afixed period of conciliation for claims to the employment tribunal.

Section 24: Fixed period of conciliation

67.

68.

69.

At present, ACAS has a duty to continue to seek a conciliated settlement between the
employer and employee for as long as the two parties to the dispute want to carry on.
This can sometimes lead to an ACAS-brokered settlement being reached at the very
last moment before the case comes before an employment tribunal. The Government
believes that on occasions this is the result of the parties being unwilling to focus on
the importance of agreement until the reality of the tribunal hearing is upon them. But
delayed settlements cost time and resource to the parties involved, to ACAS and to
the tribunal services. The objective, therefore, is to introduce a system that encourages
earlier conciliated settlement where this is possible, without preventing last minute
settlements if there is good reason for them.

This section therefore provides a power for the employment tribunal procedure
regulations to introduce a fixed period for conciliation. This is achieved by amending
section 7 of the Employment Tribunals Act 1996 to allow for regulations to be made
enabling the postponement of the fixing of atime and placefor ahearing in order for the
proceedingsto be settled through conciliation. It isintended that the regulations will set
out the length of the conciliation period and will provide for its extension only in cases
where the conciliator considers that settlement within a short additional timeframe is
very likely.

The section provides that ACAS's duty to conciliate cases reverts to a power to
conciliate after the conciliation period has ended. This preserves ACAS's conciliation
roleinall of thejurisdictionsfor whichit currently hasaduty to act, but meansthat once
the conciliation period is over, this duty becomes a power. The effect will be that once
the conciliation period is over, the conciliation officer can judge whether to continue
to conciliate the case, or to passit back to the Employment Tribunal Service (ETS) so
that atime and place can be fixed for a hearing.

Section 25: Power to delegate prescription of forms etc.

70.

71.

Section 7(2) of the Employment Tribunals Act 1996 provides that proceedings must be
instituted i n accordance with employment tribunal procedureregulations. Currently, the
main Employment Tribunal Rulesof Procedure stipulate that tribunal applications must
be in writing and include the applicant’s and respondent’ s details and the grounds on
which relief is sought. A respondent's notice of appearance must be in writing and must
give the respondent’s details, state whether or not he intends to resist the application
and if so, the grounds for doing so. The ETS produces two forms, one for use as an
originating application (IT1) and one for use as a notice of appearance (I1T3). However,
the forms have no particular status under the rules.

This section amends section 7 of the Employment Tribunals Act 1996 by inserting a
new subsection (3ZA). It provides a power for the rules to delegate to the Secretary
of State the authority to prescribe a form, which is required to be used to institute
proceedings in a tribunal. Alternatively, the section enables the Secretary of State to
include the requirements of the form partly in the rules and partly outside the rules.
(Existing powers would enable a form to be prescribed in the rules themselves). The
same powers apply in relation to the appearance to be entered by the respondent to
the proceedings. It is anticipated that the mandatory form and notice will provide more
information to the tribunal, and to the other side, at an earlier stage. Thiswill help the
tribunal in deciding whether the application would benefit from a pre-hearing review,
preliminary consideration or case management hearing, and the length of time required
for the hearing. An assessment of the strength of the other side’s case could also be
made, which could encourage settlement. The section also enables the rules to del egate
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to the Secretary of State the power to prescribe that certain documents (such as the
written statement of particulars of employment) must accompany either form.

Finally, the section enables the rules to include provision to ensure the publication of
any requirements prescribed by the Secretary of State by virtue of this section.

Section 26: Determination without a hearing

73.

This section providesfor employment tribunal procedure regulationsto authorise cases
to be determined without a hearing in the circumstances prescribed by theregulations. It
isintended that the circumstancesin which acase may be determined in thisway would
be where both parties have given their consent, by signing a form waiving their rights
to an oral public hearing, following independent advice. This would be subject to the
tribunal deciding that there should be an oral public hearing notwithstanding the parties
agreement to the contrary. Thisis achieved by substituting a new subsection (3A) for
the existing subsection (3A) in section 7 of the Employment Tribunals Act 1996.

Section 27: Practice directions

74.

75.

76.

Unlike the President of the Employment Appeal Tribunal (EAT), the Employment
Tribunal Presidents do not have the power to issue practice directions. That was
confirmed by the EAT inthe case of Eurobell Holdings Plc v Barker. However, the EAT
noted that it was undesirabl e that employment tribunal s should adopt different practices
and procedures in different regions and that, if need be, the President should be given
statutory power to make practice directions which apply countrywide. It was noted in
the 1994 Green Paper ‘Resolving Employment Disputes — Options for Reform’ that
some tribunal chairmen favoured the issuing of formal practice directions by Tribunal
Presidents, to guide them on how discretions ought to be exercised. Examples of such
discretionsinclude rule 4 of the main Employment Tribunal Rules of Procedure, which
says that atribunal may issue directions, or rule 17 where it may extend certain time
limits.

By providing Tribunal Presidents with the power to issue practice directions, the
Government’s objective is to ensure that tribunals adopt a consistent approach to
procedural issues and to the interpretation of their powers under the Employment
Tribunal Rules of Procedure. It isbelieved that such consistency will lead to an increase
in confidence among users of the tribunal system that cases are being dealt with in a
uniform way regardless of where they are heard.

This section inserts anew section 7A into the Employment Tribunals Act 1996, giving
a power to amend the employment tribunal procedure regulations so that Tribunal
Presidents can issue practice directions. There are currently two Presidents in Great
Britain — one for England and Wales and one for Scotland. The Presidents will be able
to issue these directions in respect of Employment Tribunal Rules of Procedure and
the exercise by tribunals of powers under them. In addition, the procedure regulations
may contain provisions about securing compliance with practice directions and their
publication. The procedure regulations may also refer to provision made or to be made
by practice directions, instead of making such provision themselves.

Section 28: Pre-hearing reviews

7.

Employment tribunals may currently carry out preliminary considerations (pre-hearing
reviews) and if it isfound at the review that the party’ s case has no reasonabl e prospect
of success, a deposit of up to £500 can be required as a condition of proceeding to a
full hearing. Only on refusal to pay the deposit can the case be struck out. Although
rule 4 and 15 of the main Employment Tribunal Rules of Procedure permits the strike
out of proceedingsin certain circumstances, it is arguable that these do not apply to the
pre-hearing review stage.
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At present the power to strike out is limited and rarely used. This section therefore
clarifiesthat rules may permit tribunalsto strike out a case at the pre-hearing review on
grounds which do not go beyond those applicable to other stages of proceedings. Such
grounds include when the originating application or notice of appearance (or anything
in it) is scandalous, misconceived or vexatious. The objective is to limit the number
of such cases reaching afull hearing by confirming the tribunals power to strike cases
out at this stage in the process. The aim is to improve the efficiency of case handling
and restrict the amount of time that tribunals spend on considering cases which are
obviously misconceived etc. However, the power to demand a deposit remains and
is likely to continue to be the main sanction used against weak cases at pre-hearing
reviews.

Examplesof caseswhereit could be appropriate to exercisethe strike out power include:

» Casesin which the facts have aready been litigated and the applicant has no fresh
or different evidence but insists on pursuing the case;

» Caseswherethefactsare not in dispute, but the interpretation placed on those facts
by one party is clearly wrong;

» Casesin which a party’s application is not itself sufficient to lead to a successful
outcome for him, and the party has stated at the pre-hearing review that no further
evidence or witnesses would be called.

As the sanctions of imposing a deposit or making a costs order are also available, the
power to strike out will only be used where it is appropriate. Since evidence is not
considered at the pre-hearing review, the strike-out option will only be appropriate in
cases where the tribunal is satisfied that there is no need to consider the evidence, or
where there is no conflict of evidence.

This section amends section 9 of the Employment Tribunals Act 1996. It works
by removing from section 9(1)(a) the implication that pre-hearing reviews are
“preliminary” hearings, and therefore necessarily followed by afull hearing. It makes
it clear that a pre-hearing review will not necessarily be preliminary, so that the powers
which the tribunal can exercise in connection with the pre-hearing review may include
a power to strike out the claim. It also provides that a tribunal may not strike out at a
pre-hearing review on grounds which do not apply outside such areview

Part 3: Dispute Resolution Etc.

Statutory Procedures

82.

83.

Around 90% of larger employers have disciplinary and grievance procedures in place.
Most are written and included directly or indirectly in employees contracts. Under a
disciplinary procedure, an employer can complain to an employee about his conduct
or performance. Sometimes, such procedures are termed “dismissal procedures’ where
they deal with complaints or issues that can lead to the dismissal of an employee.
Grievance procedures operate in the opposite direction and deal with formal complaints
initiated by an employee against his employer.

Under current law, employment tribunal s consider the existence and use of disciplinary
procedures in unfair dismissal cases. A failure by an employer to use procedures
appropriately can result in a determination by a tribunal that a dismissal was unfair.
Tribunals must also take account of the ACAS Code of Practice on Discipline and
Grievance Procedures and any internal procedures the employer may have, when
determining the reasonableness or otherwise of the employer’s decision to dismiss.
The use of procedures can also affect the size of an award an employee may receive
when unfairly dismissed. Under section 127A of the Employment Rights Act 1996, if a
dismissal isfound to be unfair atribunal has the power to make a supplementary award
of up to two weeks pay where the employer prevented the employee from appealing
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against dismissal under the employer’ sprocedure. Conversely, where an employee does
not utilise the employer’s appeal procedure the tribunal has the power to reduce any
award by up to two weeks' pay.

Grievance procedures have no equivalent role under current law and employment
tribunals do not generally take their use into account in determining complaints under
their variousjurisdictions. However, under section 10 of the Employment Relations Act
1999, aworker isentitled to be accompanied by afellow worker or atrade union official
at hearings held under a grievance procedure, provided the grievance is non-trivia in
nature. Section 10 also providesfor asimilar right to be accompanied at hearings during
disciplinary procedures.

Section 29-34 will bring in:

e Provisions setting out statutory dismissal and disciplinary procedures (DDPs) and
statutory grievance procedures (GPs).

* Powers to make these statutory procedures an implied term of all contracts of
employment.

» Provisionsto enabletribunalsto vary compensatory awards by up to 50% wherethe
employer or the applicant has failed to use the minimum statutory procedures. The
provisions contain powers enabling the Secretary of State to specify by regulation
how the statutory procedures will apply for these purposes. These provisions will
in effect replace section 127A of the 1996 Act, which will be repealed.

» Provisions preventing certain categories of complaint from being presented to
tribunals until Step 1 of the grievance procedures has been completed and at |east
28 days have elapsed thereafter.

» Powers to extend, and to enable employment tribunals to extend, the time limits
within which claims need to be made, to allow the relevant statutory procedures
to be completed.

» Provisions which will make it unfair for employers to dismiss an employee
without meeting their obligations under the relevant DDP. They will also ensure
that tribunals disregard any failures by an employer to take other procedura
actions outside the framework of the statutory procedure, if taking such additional
procedural actions would have had no effect on the decision to dismiss.

» Theaffirmative resolution procedure applies to the making of all regulations under
these sections.

A large proportion of complaints to employment tribunal s involve employers without
any internal disputes procedures. Many occur where employersor applicantshavefailed
to use whatever procedures exist. Litigation to resolve employment disputes is costly
and can often weaken employment rel ations and the empl oyability of applicant workers.
These provisions aim to encourage parties to avoid litigation by resolving differences
through the proper use of internal procedures. They will, in effect, require all employers
to have minimum procedures and give incentives to both employers and employeesto
use them.

e Section 29 and Schedule 2 - Schedule 2 specifies the statutory DDP and GP
procedures. Under both types of procedures, there is a 3 step standard procedure
involving meetings to consider complaints and appeal processes. The Schedule
also specifies a short modified version of the DDP and the GP involving just two
written steps. Section 29 introduces the Schedule and contains provisions enabling
the Secretary of State to amend these statutory procedures by order, following
consultations with ACAS.

e Section 30 makes it an implied term of every contract of employment between an
employer and an employee that a statutory procedure is to apply in circumstances
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specified by the Secretary of State in regulations. The section prevents employers
and employees from contracting out of thisimplied term.

Section 31 and Schedule 3 - Section 31 contains provisions requiring employment
tribunals to vary compensatory awards for failures to use the statutory procedures
before applications are made to employment tribunals. Unlessthere are exceptional
circumstances, the variation must range between 10% and 50% of the award.
However, in exceptional circumstances where a variation on that scale would be
unjust or inequitable, tribunals may vary the award by less than 10% or they may
decide to make no variation at all. Where an award falls to be adjusted under this
section and section 38 the adjustment under this section isto made first. Schedule 3
liststhe jurisdictions covered by the section. Together, the listed jurisdictions cover
the overwhelming majority of tribunal claims. Section 31 also gives powers to
the Secretary of State to add or remove jurisdictions from the list. The section
also gives the Secretary of State powers to make provision asto how the statutory
procedures will apply for these purposes. These powers enable the Secretary of
Statein particular to specify circumstances where an employee or an employer isto
be treated as having complied with a statutory procedure, even though none or only
some of the required actions have been taken. In other words, the regulations could
provide for exemptions from some of the requirements of the statutory procedures
in particular circumstances.

Section 32 contains provisions preventing certain categories of complaint from
being presented to tribunals until Step 1 of the grievance procedures has been
completed and at least 28 days have elapsed thereafter. The section also gives the
Secretary of State powers to make provision about the application of the grievance
procedure and what constitutes compliance.

Section 33 givesthe Secretary of State the power to make regulations about thetime
limits for beginning certain proceedings in an employment tribunal. In particular,
regulations may cover extending the time for beginning proceedings, the exercising
of discretion to extend the time for the beginning of proceedings and treating
proceedings begun out of time as having been begun within time. The purpose of
the powers is to allow time for the relevant statutory procedure to be completed
before a complaint has to be presented to atribunal.

Section 34 - Currently, if an ex-employee complains to atribunal that he has been
unfairly dismissed, then the former employer needs to meet two tests in order to
show that the dismissal wasfair. First, he must show that the reason for the dismissal
was one of the five reasons, which count as potentially fair reasons for dismissal
(asset out in sections 98(1) and (2) of the Employment Rights Act 1996). Second,
the dismissal itself must be reasonable in the circumstances. This second point has
given rise to a large amount of complex and sometimes controversial case law
around the question of whether or not the employer has to have followed internal
disciplinary procedures in order to establish reasonableness. This culminated in
a House of Lords decision (Polkey vs A E Dayton Services Ltd, 1988) reversing
earlier caselaw which said, in effect, that if an employer failed to follow appropriate
disciplinary procedures before dismissal, then he generally cannot justify this on
the basis that it would have made no difference to his decision to dismiss if that
procedure had been followed. It has been argued that this judgment, by removing
the so-called ‘no difference’ test, forces tribunals to put undue weight on questions
of disciplinary procedure, rather than on the actual reasons for the dismissal.

The Government consulted in the * Routes to Resolution’” document and initsreply
to the consultation, the Government confirmed that in the light of representations
it had received, it intended ‘to act to ensure that tribunals disregard procedural
mistakes, beyond the statutory minimum procedures, in unfair dismissal cases, if
following full procedures would have made no difference to the outcome.’
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e Section 34 achieves this by inserting a new Section 98A into the Employment
Rights Act 1996. The new section contains provisions that oblige tribunals to
disregard failures by employersto take procedural actions outside the framework of
therelevant DDP, provided that following such additional procedural actionswould
have had no effect on the decision to dismiss. The new section would, however,
make it unfair for an employer to dismiss an employee without meeting their
obligations under the relevant DDP, and provides that an employee will generally
receive a minimum of four weeks pay as compensation where they are found to
have been unfairly dismissed and the DDP has not been complied with.

Employment Particulars

Sections 35-38: Changesto written statements of terms and conditions

87.

88.

89.

Currently, an employer is obliged to provide anew employee with details of their main
terms and conditions not later than two months after the employee starts work with
the employer. The details, which are set out in sections 1 to 7 of the Employment
Rights Act 1996, must cover a number of specified areas such as the name of the
employer, the date the employment began and details of disciplinary and grievance
procedures applicableto the employee. A further statement must be served if the details
change. On the question of disciplinary and grievance procedures, employers with
fewer than twenty employees need currently only say to whom the employee can apply
for redress of any grievancerelating to hisemployment and the manner in which such an
application should be made. Where employees are not issued with a statement of initial
employment particulars, or a subseguent change, they can apply to an employment
tribunal to determinewhich particulars ought to have been included or referred to. There
is currently no other sanction for failure to provide the required statement.

The Government explained in the * Routes to Resolution’ consultation document that
it considers the written particulars of the terms and conditions of employment (“the
written statement”) to be arecord of the basis of the employment relationship, and the
first point of reference when disputes arise. As such, it has akey role to play in better
dispute resolution. A number of changes are therefore to be made to the legidation
relating to the written statement, with the object of:

e ensuring that all employers recognise the value of the statement to both themselves
and their employees,

* making the content of the statement consistent across employers of all sizes;

e ensuring the statement reflects the Act’s requirements for minimum statutory
internal discipline and grievance procedures;

e creating amore effective penalty for failing to supply a statement; and

» providing moreflexibility to employersin how they go about providing therequired
statement.

To achieve these objectives, sections 35 to 38 make the following changes:

e Section 35 provides for the part of the written statement dealing with disciplinary
and grievance matters to cover the procedure which applies when an employeeis
dismissed or disciplined, whereas at present it must only describe what he must do
if heisdissatisfied with disciplinary action taken against him. This ensures that all
stages of the new minimum disciplinary and dismissal procedures must be set out
in the written statement.

» Section 36 removes the current exemption, relating to the need for details of
disciplinary rules and procedures, for employerswith less than 20 employees. This
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means that all employers of whatever size will have to mention their disciplinary
rules and the new minimum procedures in the written statement.

»  Section 37 provides flexibility for employers by allowing particularsincluded in a
copy of the contract of employment or |etter of engagement given to the employee
toform, or to form part of the written statement; thisreducesthe need for employers
to duplicate existing documents. It also enables such documents to be given to the
employee before his employment begins.

e Section 38 provides for employment tribunals to award compensation to an
employee where the lack, incompleteness or inaccuracy of the written statement
becomes evident upon a claim being made under specified tribunal jurisdictions
(which cover themain areas such asunfair dismissal, and all typesof discrimination
—see Schedule 5). Thisisdone by requiring thetribunal to increase any award made
against the employer in respect of the complaint under the other jurisdiction by 2
or 4 weeks pay, or to award 2 or 4 weeks pay where compensation is not a remedy
availablefor the particular complaint or whereit is not the remedy that the tribunal
chooses. Whether to award 2 or 4 weeks pay isamatter for thetribunal’ sdiscretion.
No award need be made or increased if the tribuna considers that to do so would
be unjust or inequitable.

For the most part these changes are brought about by means of amendments to the
current provisions relating to written statements.

Part 4: Miscellaneous and General

Miscellaneous

Section 42: Equal pay questionnaire

91.

92.

93.

94,

95.

A ‘questionnaire’ procedureis currently availableinindividuals' disputes over matters
of sex, race and disability discrimination, but not in the area of equal pay disputes.
The procedure has proved useful in discrimination claims, since it assists applicants
to set out their cases with the key facts. The question and answer format can help to
identify whether the case is weak or strong. The processis familiar to tribunas, as the
procedure has been in place for some time under the Sex Discrimination Act 1975, the
Race Relations Act 1976, and the Disability Discrimination Act 1995.

The proposal to introduce a questionnaire procedure into the Equal Pay Act
1970 (EqPA) was included in the consultation document “Towards Equal Pay for
Women” (December 2000) which set out proposals to speed up and simplify equal
pay employment tribunal cases. On 8 May Tessa Jowell, then Minister for Women,
announced that the Government planned to legislate in this area.

Equal pay claims are dealt with under the EQPA, which effectively implements the
Equal Pay Directive. The introduction of an equal pay questionnaire to provide a
procedure in equal pay disputes will include: prescribed forms, questions and answers
as case evidence, atime period for serving questions, and the manner in which these
guestions and answers can be served.

The objectiveisto bring the questionnaire procedure currently availablein disputesover
matters of sex, race and disability discrimination, into the area of equal pay disputes.
The questionnaire enables the key facts to be settled early, and can encourage not only
the establishment of evidence, but also the settlement of cases before they proceed to
tribunal.

This section inserts a new section 7B in the EQPA, which brings about the following:

e The Secretary of State is given the power to prescribe forms that may be used both
by the claimant or potential claimant and by the respondent or potential respondent.
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e The questions and replies can be admitted as evidence in subsequent tribunal
proceedings, subject to any other rules relating to evidence before the tribunal.
The questions and replies may be admitted in evidence whether or not they arein
the form prescribed by the Secretary of State. Thisis the same as in sex and race
discrimination questionnaires, as opposed to disability discrimination questionsand
replies, which can only be admitted in evidence if they are made in the prescribed
form.

* The Secretary of State is provided with the power to prescribe, by order, atime
period within which questions must be served in order to be admissible as evidence
intribunal proceedings. Thisisintended to encourage the applicant to pursue acase
swiftly.

» If the tribunal considers that the respondent deliberately, and without reasonable
excuse, failed to reply within aperiod prescribed by order, it can draw any inference
it considers just or equitable. The tribunal can also draw such an inference if
it considers that the respondent’s reply was evasive or equivocal. The existing
guestionnaire procedures under the other discrimination Acts refer to a response
within a ‘reasonable time'. By contrast, this section allows the Secretary of State
to prescribe a time within which a response should be given, which is intended
to provide greater certainty for parties and tribunals. At present the intention is to
make this eight weeks, but by providing a power to prescribe the period, it can
be changed in the future as appropriate. Where the respondent has failed to reply
within the prescribed period, the tribunal is only allowed to draw inferencesif that
failure was deliberate and without reasonable excuse. The respondent therefore
has the opportunity to explain if, in the circumstances, he had a reasonable excuse
for failing to reply. This is designed to ensure that the provision does not operate
unfairly for respondents.

e The Secretary of State is given the power to prescribe the manner in which any
guestion and reply may be duly served. Consideration may well be given to the
option of providing that service electronicaly.

An order under this section is subject to the negative procedure.

Section 43: Union Learning Representatives

97.

98.

99.

100.

Union learning representatives (ULRs) are a new type of lay union representative,
whose main function is to advise union members about their training, educational and
developmental needs. Thereare currently around 3,000 ULRsin existence. Their advice
isusually provided direct to union members at their place of work, sometimes through
face-to-face meetings with individuals.

Under section 168 of the Trade Union and Labour Relations (Consolidation) Act 1992
(the “1992 Act"), officials of an independent trade union which is recognised by their
employer for collective bargaining purposes are permitted reasonable time off during
working hoursto carry out certain trade union duties or to undergo training relevant to
carrying out their trade union duties. An employer who permits officials to take such
time off must pay them for the time off taken in accordance with section 169 of the 1992
Act. The definition of an “independent union” is provided in section 5 of the 1992 Act.

Section 170 of the 1992 Act provides for employees to take reasonable time off during
working hours to take part in the activities of their union. Thisright applies only where
the employees belong to an independent union which is recognised by their employer
and they form part of the bargaining unit for which the union is recognised. Employers
are not required to pay their employees when they permit them to take this time off.

Employees may present a claim to an employment tribunal where their employer
has failed to provide time off in accordance with sections 168, 169 or 170. Under
section 172 of the 1992 Act, the employment tribunal may award compensation to
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employees where it finds that their complaints are well-founded. Under section 199(2)
(@ and (2)(b) of the 1992 Act, the Advisory, Conciliation and Arbitration Service
(ACAYS) has aduty to provide practical guidance on the time off for trade union duties
and activities to be permitted by an employer. In consequence, ACAS has produced a
Code of Practice entitled “ Time Off for Trade Union Dutiesand Activities: ACAS code
of practice 3". Where relevant, this Code must be taken into account by employment
tribunals when determining complaints.

Thereisno current legislation, which specifically governsthe activitiesof ULRs. ULRs
do not fall within the definition of the term “official” used in section 168. It is aso
unclear whether accessing the services of a ULR falls within the definition of “trade
union activities’ used in section 170. This means that trade union members have no
clear statutory entitlement for time off to undertake the dutiesof aULR, to betrained as
aULR or to accessthe services of aULR. In effect, it isentirely or largely avoluntary
matter whether employers permit ULRsto function at their workplaces and, where they
do permit them to function, it is a matter for the employer to decide what time off, if
any, isallowed.

The section amendsthe 1992 Act and provides paid time off rightsto ULRsto carry out
their functions and undergo training which are broadly equivalent to the current rights
enjoyed by trade union officials under section 168. The section amends section 170
to make it clear that the right to unpaid time off under that section applies to union
members accessing the services of aULR. The section also gives powersto ACAS and
the Secretary of State to issue a Code of Practice providing practical guidance on the
application of these entitlements to reasonable time off.

Subsections (2) And Paragraphs 18, 19 and 20 of Schedule 6

»  Subsection (2) inserts a new section 168A into the 1992 Act which specifies the
rights to time off for ULRs. This new section has asimilar structure to the existing
s168 and, in some places, common wording is used.

New Section 168A

e Subsection (1) of new section 168A sets out the genera requirement for an
employer to allow time off to a ULR. It limits the requirement to ULRs who
are members of an independent union recognised by that employer for collective
bargaining purposes.

*  Subsection (2) defines the activities of a ULR for which time off must be allowed.
Together with subsection (10), it limits the time off requirement to activities
undertaken on behalf of fellow employees who are members of the ULR’s union
and for whom the ULR has the function of acting as a ULR. These employees are
categorised as “qualifying members of the trade union”. ULRS are therefore not
entitled to time off to provide similar services on behalf of non-union members or
members of other unions.

e Subsection (3) states that in order for an employee to be entitled to time off, the
union must have first notified the employer in writing that the employeeisa ULR
and has met the training condition.

e Subsection (4) defines the training condition. It requires the employee to be
sufficiently trained to carry out his duties either at the time he begins functioning as
aULR or within 6 months of that date. In the latter case, the union must notify the
employer inwriting or by other meanswhen the employee hasreceived therequired
training within the six month period. This arrangement allows an insufficiently
trained person to function as a ULR for what amounts in effect to a maximum
six month probationary period until he receives the required training. If, however,
the person does not receive the required training within the six month period, his
entitlement to time off ends.

20


http://www.legislation.gov.uk/id/ukpga/2002/22/section/43/2
http://www.legislation.gov.uk/id/ukpga/2002/22/section/43/10

These notes refer to the Employment Act 2002 (c.22)
which received Royal Assent on 8 July 2002

Subsection (5) prevents the union avoiding this consegquence by the device of
issuing further notices to the employer, which would in effect establish a new six
month probationary period.

Subsection (6) provides for any relevant Code of Practice issued by ACAS or the
Secretary of State to be taken into account in determining what constitutes sufficient
training.

Subsection (7) provides ULRs with aright to time off for training relevant to their
functions.

Subsection (8) restricts a ULR’s time off to that which is reasonable in the
circumstances, having regard to any relevant Code of Practice issued by ACAS or
the Secretary of State. This therefore enables employers to deny a ULR’s request
for time off where they have good grounds for doing so, provided they act in
accordance with any relevant Code.

Subsection (9) defines that complaints about alleged breaches of a ULR’ stime off
rights are to be determined by employment tribunals. Paragraph 18 of Schedule 6
has the effect (by amendment of section 171 of the 1992 Act) that such complaints
must be made within three months of the failure occurring or at an appropriate
later date where the employment tribunal is satisfied that a complaint could not
have been made within 3 months. Paragraph 19 of Schedule 6 has the effect (by
amendment of section 172 of the 1992 Act) that an employment tribunal may make
a declaration and award compensation where the employer failed to permit paid
time off in accordance with the new section 168A. Paragraph 21 of Schedule 6
has the effect (by amendment of section 18(1)(b) of the Employment Tribunals
Act 1996) of providing for ACAS conciliation in any complaints to employment
tribunals under this new jurisdiction.

Subsection (11) provides that a person isa ULR of atrade union for the purposes
of the new section if he is appointed or elected as such in accordance with itsrules.

Subsection (3) has the effect (by amendment of section 169 of the 1992 Act) of
providing for ULRs to be paid for time off taken in accordance with the new
section 168A.

Subsections (4) and (5) provide for certain union membersto have reasonable time
off without pay to access the services of any ULR whose function is to carry out
ULR activitiesin relation to them. Thisright only applieswherethe ULR ishimself
entitled to time off under new section 168A to provide services to such members.
It achieves this by amending section 170 of the 1992 Act. Thisright is enforceable
viathe employment tribunals.

Subsection (6) and Paragraph 20 of Schedule 6 - Section 173 of the 1992 Act
currently containsinterpretative and supplementary provisionsrelating to therights
to time off for trade union duties and activities. Paragraph 20 of Schedule 6 applies
the same provisions to new section 168A. Subsection (6) inserts new subsections
into s173 which make provision for the Secretary of State to amend Section 168A
by a statutory instrument under the affirmative resolution procedure changing the
purposes for which ULRs are entitled to take time off.

Subsection (7) enables ACAS and the Secretary of State to issue Codes of Practice
containing practical guidance on the application of the new statutory entitlements
relating to ULRs. ACA S could provide such guidance by amending itscurrent Code
of Practice on time off for trade union duties and activities. Subsection (8) ensures
any draft ACAS Code in this areais approved by each House of Parliament by the
affirmative resolution procedures.
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e Paragraph 30 of Schedule 6 amends Section 104 of the Employment Rights Act
1996 to make the dismissal of an employee unfair if the reason for it was that he
brought proceedings to enforce aright to time off under the new section 168A or
alleged that his employer had infringed such aright.

Section 44: Dismissal Procedures Agreement

105.

106.

107.

108.

Section 110 of the Employment Rights Act 1996 alows the Secretary of State to
designate certain agreements as Dismissal Procedures Agreements (DPAS). Thishasthe
effect of replacing the statutory right to claim unfair dismissal before an employment
tribunal under Part 10 of the Employment Rights Act with access to the procedures of
the DPA for employees who are covered by the agreement.

Such an agreement must meet a number of specific criteria. Among these are:

e ajoint application is made to the Secretary of State by all partiesto the agreement,
and

» the scheme offers remedies that are on the whole as beneficial (but not necessarily
identical with) those provided in respect of unfair dismissal at an employment
tribunal.

This section gives the Secretary of State the power to add to these criteria. This is
intended to give scope to bring in requirements aimed at ensuring that DPAs comply
with the Human Rights Act 1998.

This is brought about by giving the Secretary of State power by order to add to the
requirements in section 110(3) Employment Rights Act 1996.

Section 45: Fixed term work

109.

110.

111

112.

113.

At thetime of publication, fixed term employees are protected by statutory employment
rights in the same way as permanent employees, with a few exceptions. However,
whereas part-time workers are now protected by |egislation preventing them from being
less favourably treated than comparable full-time workers, no such provision currently
exists in respect of fixed term employees. There are also no restrictions on the use of
successive fixed term employment contractsin UK law at the time of publication.

Directive 1999/70/EC concerning the framework agreement on fixed term work was
agreed on 28 June 1999 and is due to be implemented in the UK in 2002. The purpose
of the framework agreement is to apply the principle of non-discrimination to thosein
fixed term employment and to establish aframework to prevent abuse arising from the
use of successive fixed term employment contracts or relationships. The Government
takesthe view that, on account of itslegal base, this directive does not apply to pay and
pensions. However, a public consultation on Fixed Term Work (May 2001) reveaed
that significant pay disparities exist between fixed term and permanent employees and
the Government intends to prevent pay and pensions discrimination against fixed term
employees, in addition to implementing directive 1999/70/EC.

This section introduces a power that places a duty on the Secretary of State to
make regulations preventing less favourable treatment of fixed term employees and
preventing abuse arising from the use of successive periods of fixed term employment.

The section places a duty on the Secretary of State to make regulations in respect
of fixed term employees. These regulations will implement directive 1999/70/EC and
prevent pay and pensions discrimination against fixed term employees. A transposition
note setting out how the Government will transpose the main elements of this Directive
into UK law is available on the DTI website.

In particular, these regul ations may:
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» Prevent less favourable treatment of fixed term employees as compared to
permanent employees

» Specify circumstances in which fixed term employment is to have effect as
permanent employment

»  Specify circumstancesinwhich fixed term contracts are to be taken to be successive
e Specify classes of person taken to be fixed term and permanent employees

*  Specify circumstancesin which fixed term employees are taken to be, or not to be,
treated |ess favourably than permanent employees

 Amend provisions in specified enactments of primary legidation that allow for
some or all fixed term employees to be treated less favourably than permanent
employees.

The affirmative resolution procedure applies to the making of regulations under this
section.

Section 46: Fixed-term work: Northern Ireland

115.

116.

117.

This section is similar to section 45 in that it introduces a power requiring the
Department for Employment and Learning in Northern Ireland to make regulations
preventing less favourable treatment of fixed term employees and preventing abuse
arising from the use of successive periods of fixed term employment.

The section requiresthe Department for Employment and L earning to make regulations
in respect of fixed term employees. These regulations will implement directive
1999/70/EC and prevent pay and pensions discrimination against those in fixed term
employment. In particular, these regulations may:

» Prevent less favourable treatment of fixed term employees as compared to
permanent employees

»  Specify circumstances in which fixed term employment is to have effect as
permanent employment

e Specify circumstancesinwhich fixed term contracts are to be taken to be successive
o Specify classes of person taken to be fixed term and permanent employees

*  Specify circumstancesin which fixed term employees are taken to be, or not to be,
treated |ess favourably than permanent employees

 Amend provisions in specified enactments of primary legidation that allow for
some or all fixed term employees to be treated less favourably than permanent
employees.

This power is taken at the request of the Minister for Employment and Learning in
Northern Ireland, and with the agreement of the Northern Ireland Executive. Although
employment law is a transferred matter under the Northern Ireland Act 1998, an
enabling section could not be included in a corresponding Northern Ireland Assembly
Act, as Fixed Term Work Regulations are required to be made in Northern Ireland
by 2002, and this leaves insufficient time for the passage of a Northern Ireland
Employment Act with its own enabling section.

Section 47 and Schedule 7: Flexible working

118.

Flexible working was the single biggest issue raised by consultees during the
consultation for the ‘Work and Parents: Competitiveness and Choice’ Green Paper of
December 2000. Responding to this, in June 2001, the Secretary of State for Trade and
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Industry set up the independent Work and Parents Taskforce to examine how to meet
parents’ desirefor moreflexible work patternsin away that iscompatible with business
efficiency. This section therefore gives parents the right to apply for flexible working.
It lays out:

» Thedligibility criteria which must be met in order for an employee to apply for a
flexible working pattern;

» A clearly defined framework for a procedure to be followed by employees and
employers when making and considering requests for flexible working;

e Theemployer'sdutiesin relation to an application under the new provisions,
» Theright for an employee to take their case to an employment tribunal; and

* What happens if a tribunal finds that an application has not been dealt with
correctly.

The new provisions will be inserted into the Employment Rights Act 1996.

80F Statutory right to request contract variation

120.

121.

122.

123.

124.

Section 80F sets out the criteria that must be satisfied in order for an employee to be
eligible to make a request for a flexible working pattern. It is intended to ensure that
requests are not made on the spur of the moment and as such the employee will have
to make aformal application containing specified information.

Subsection (1) identifies the kind of variations of the terms and conditions a qualifying
employee may apply to his employer for under this part of the Act. It is intended that
the changes are limited to the hours the employee is required to work, the times he
is required to work, and where he is required to work. The intention is that this will
cover work patterns such as compressed hours; flexitime; home working; job-sharing;
teleworking; term-timeworking; shift working; staggered hours; annualised hours; self-
rostering. By regulations, the Secretary of State may also specify further criteriaif it
isfound at a later date that the list is not exhaustive enough to cover al the changes
that may be needed.

Subsection (1) also makes clear that these changes can only be made for the purpose
of caring for achild. Theright to apply will be available to a qualifying employee who
has a relationship with the child, which will be specified in regulations. It is intended
that this will cover anyone who has responsibility as a parent of an eligible child. For
example, biological parents, adoptive parents, and new partners of parents where they
share the responsibility of caring for the child. It is not the intention that the ability to
apply for flexible working should extend as far as anyone who lives in the same house
as the child but does not have responsibility for caring for the child e.g. grandparents,
aunts, uncles (unless they specifically have parental responsibility).

Subsection (2) sets out what must be included in an application. Qualifying employees
will have to explain why they are eligible for making a request i.e. self-certify. The
effect of an application being accepted will result in a variation of the terms and
conditions of an employee’s contract of employment. This means that should an
employer subsequently discover that their employee has lied and never intended to use
the flexible working pattern for the purposes of caring for the child then they may take
disciplinary action.

Subsection (3) specifies the age limits of the child. The ability to request flexible
working will be open to those employeeswho care for children under six years of age so
asto cover two periods when the levels of requests are expected to be high; that is, the
timefollowing the child’ sbirth and when the child starts school. Regulations will allow
for the possibility of changing the age limit in the light of experience (subsection (6)).
Parents of disabled children face greater challenges in raising their children and they
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will be able to make requests up until their childis 18 years of age. It isnot theintention
of the Government that it will use this power in the short-term. The Government will
first review the right three years after it comesinto force.

Subsection (4) dealswith the frequency of applications. It limits the number of requests
an employee may make to one per year, from the date the application is made, because
of the costs of dealing with an application. The latest an employee will be able to make
an application is 14 days before their child reaches either age limit. Once this time
period is reached, the employee will no longer have the right to apply to change their
working pattern and their existing working pattern will continue. The Work and Parents
Taskforce did not find a willingness amongst employers and employees for undoing
the original changes made to implementing a flexible working pattern when either of
the limitsis reached.

Subsection (5) provides for regulations allowing changes to how an application should
be made.

Subsection (7) provides that the reference to a disabled child for the purposes of this
section isto achild claiming disability living allowance within the meaning of Section
71 of the Socia Security Contributions and Benefits Act 1992.

Subsection (8) providesthe power to establish the criteria under which a person will be
classed as an employee for the purposes of making an application. It is intended that
the requirement as to duration of employment will be continuous service with the same
employer for at |east 26 weeks. Agency workerswho are employeeswill not be eligible
to make a request. This is for practical reasons. The agency will not have a detailed
knowledge of the business of the company with which the agency worker is placed to
bein aposition deal with an application. On the other hand the company with which the
agency worker is placed will have approached the agency to provide a specific service
without an expectation of having to adjust their working patterns to the individua’s
circumstances.

80G Employers dutiesin relation to applications under section 80F

129.

130.

131.

Regulations will be made concerning an employer’s duties in relation to dealing with
applications for flexible working.

When an employer receives a request it will be their duty to accept it or to establish
the business case for rejecting it and they will need to follow a prescribed procedure
to ensure and demonstrate that the request has been properly dealt with. The aim is
to encourage dialogue between the employer and employee in the workplace about
changing work patterns and how to meet both parties' needs.

There will be occasions where an employer believes that they are unable to accept
arequest. In order to reject an application they must, in their opinion, have specific
business grounds for doing so. Subsection (1) (b) specifies what each of these are:

» Theburden of additional costs,

» Detrimental effect on ability to meet customer demand,;

* Inability to re-organise work among existing staff;

» Inability to recruit additional staff;

e Detrimental impact on quality;

» Detrimental impact on performance;

» Insufficiency of work during the periods the employee proposes to work; and,

e Planned structural changes.
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There is a power to make regulations to add to these grounds if the Secretary of State
becomes aware of other grounds that should be included. The section contains all those
identified by the Taskforce. Employers will not be ableto simply tick abox saying one
or more grounds exist but will have to provide sufficient explanation to the employee
of why, in their opinion, the ground applies to their business and why it results in the
refusal of the application.

Subsection (2) identifies regulations that are intended to outline the procedure for
dealing with an application for flexible working. In practice, the intended procedure
will work as follows:

* A request is received specifying the desired working pattern, the date from which
it is proposed it should apply, and explaining what effect the employee thinks
the change will have on the employer and how it might be accommodated. The
employee will have to explain why they are eligible under the right to make an
application.

e The employer arranges a meeting within 28 days of receiving the application to
discuss the request. The employeeis able to bring a representative if they wish.

* The employer writes to the employee within 14 days of the meeting either (i)
agreeing the new working pattern, any action on which it is dependent, and a start
date; or (ii) confirming any compromise suggested and the start date; or (iii) setting
out the business reasons and an explanation of why the request cannot be met,
together with details of how to appeal if the employee is not content with the
decision.

* An employee has 14 days following the notification of their employer’s decision
to apped.

e Within 14 days of being informed that the empl oyee wishesto appeal the employer
should arrange a further meeting to hear the appea. The employee may be
accompanied by arepresentative if they wish.

» The employer must provide a decision within 14 days of hearing the appeal.

The practical details of the procedure for both employees and employers will be
specified in regulations. This is to ensure that all the details can be kept together. It
is the intention that these will define how the meetings are to be arranged and the
arrangements for postponement in circumstances where one of the parties is unable
to attend. The regulations will explain who can accompany the employee. It is the
intention, as the Taskforce recommended, that thiswill be afellow employee, friend or
appropriate recognised trade union representative. The Taskforce did not want unduly
to limit the people who could accompany the parent making the request and preferred a
wider formulathat would encompass all expertisein thisarea. The Government intends
to consult widely on this issue. The regulations will also detail the points that will
need to be covered when informing the employee of the employer’s decision. Where
an employer rejects an application the intention is that the employer should set out their
business reasons (which will have to be from the list shown above) backed up with an
explanation of the reason why, in their opinion, it applies. Thisisto help the employee
understand why the employer has arrived at his decision and to help demonstrate that
the request has been considered serioudly. It is envisaged that a couple of paragraphs
will usualy be sufficient. Theintention isthat the guidance to accompany the right will
include avariety of differing examplesfor each of the businessreasons. Oneillustrative
explanation might be:

“l am sorry that | cannot grant your request to leave at 3:30pm each day as this will
severely effect our ability to meet customer demand and | am unable to cover your
absence. You are currently the only certified forklift truck driver that works at the
end of the day and it is essential that we are able to load the lorries for over-night
delivery. Due to the fact that we supply perishable goodsit is not possible to load the
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delivery lorries any earlier in the day. | have spoken with our other two forklift truck
drivers, and they are presently unable to change their hours. | also advertised in the
local paper when Sam left and notified the Job Centre of the vacancy but could not find
anyone to cover hisjob. Asthat was only two months ago it is not appropriate to go
through the process again now.”

The regulations will also cover the appeal process. The intention is that the employee
will have to set out the grounds for their appeal. These grounds may include, but need
not be confined, to the following: concern that the procedure has not been properly
followed, that the business reasons for rejecting the request have not been sufficiently
explained, or that a fact in the explanation of the business reasons is incorrect. The
intention is that the appea should be held with a more senior manager than the
initial meeting where possible. This will not always be possible especially for small
businesses. The regulations will also explain the points that the employer should cover
when informing the employee of the outcome of the appeal. The intention is that the
employer should give a sufficient explanation, building on the earlier communication
where appropriate. Where the procedure has been followed correctly (either up until
the appeal stage or through the appeal stageitself) then it isthe Government’ sintention
that the employee should not be able to claim a grievance against the employer when
informed of the outcome just because they do not like it. It isintended to make use of
the regulations elsewhere in the Employment Act to disapply the three-step grievance
procedure in these circumstances. It is also the intention that the regulations will allow
for the appeal to be heard as part of an employer’s established procedure for handling
appeals on other issues, as long as the timescales are no less than those for the appeal
procedure described above. Thisis to encourage the employer and employee to use all
the avenues open to them to try and find a satisfactory outcome.

Subsection (3) enables regulations under subsection (1)(a) to disapply any part of the
procedure if an application is agreed or withdrawn; to provide for an application to be
treated as withdrawn in specified circumstances; and to provide for a time limit to be
extended, for example if the employer and empl oyee agree the extension.

Regulations will alow for:

» Changes to the procedure where there is agreement between both parties. For
example, the employer may feel able to accept the request immediately and thus a
meeting would be inappropriate.

» Changes to the timescales where there is agreement between both parties. Thisis
to cover circumstances where it may be extremely difficult for one party to follow
a certain part of the procedure. For example it may be that during the meeting to
discuss the request an alternative isidentified but further information is needed to
ensure that it is workable. It may not aways be possible in the circumstances for
thisinformation to be obtained within the two weeks the employer hasto notify the
employee of their decision. It isthe intention that the regulations will specify how
the agreement to postponeis to be handled and recorded.

» The request to be treated as withdrawn in some circumstances. The intention is
that where an employee fails repeatedly to attend the meeting and to answer letters
without proper explanation then the employer should be able to conclude that the
employee no longer wishes to pursue the request to work flexibly.

Subsection (4) allows Subsection (2) to be amended by order. This enables the
procedure for making an application to be changed at alater dateif it isfound necessary
to do so.

80H Complaintsto employment tribunals

139.

Where cases cannot be resolved in the workplace or through other aternative dispute
resolution mechanisms (employees will be able to use the Advisory Conciliation and
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Arbitration Service binding arbitration scheme), an employee will be able to take their
case to an employment tribunal.

»  Subsection (1) identifiesthe circumstances under which an employee who hasmade
an application under 80F may present a complaint to an employment tribunal.

e Subsection (2) clarifies that no complaint can be presented to an employment
tribunal in respect of an application which has been disposed of by agreement or
withdrawn.

e Subsection (3) clarifiesthat in the case of an application that has not been disposed
of by agreement or withdrawn, a complaint cannot be made under this section until
either the employer notifies the employee of adecision to reject the application on
appeal or commits a breach of regulations under section 80G(1)(a).

» Subsection (4) provides that a complaint cannot be made under this section in
respect of afailure to comply with regulations under section 80G(2)(k), (1) or (m).
This is because the regulations themselves will include a right to complain to the
employment tribunal in such cases.

e Subsections (5) and (6) explain that a complaint cannot be presented to an
employment tribunal unlessit is made within three months of the date on which the
employee is notified of the employers’ decision on the appeal, or of the breach of
the regulations, unless there is an extension under subsection (3) (b). However, it
allows for the cases to be heard after this time limit if the tribunal feels it was not
reasonably practicable for the complaint to be made withinit.

801 Remedies

140.

141.

Thisnew section outlineswhat will happen if an employment tribunal findsacomplaint
under section 80H well founded.

»  Subsection (1) providesthat if atribunal findsthat a complaint iswell founded, the
tribunal will have the power to order an employer to reconsider a request. It also
gives a tribunal the power to consider whether an award of compensation should
be made to the employee in such circumstances.

»  Subsection (2) enables the tribunal to make the award of compensation at a level
they feel to be just and equitable given the specific circumstances of the case.
In deciding the amount, the tribunal will take into account the behaviour of the
employer (e.g. whether they have lied) and of the employee (e.g. their willingness
to consider acceptable alternatives).

e Subsection (3), however, limits any compensation award to a maximum to be
specified in regulations. There will be consultation on regulations to specify how
many weeks pay should be the maximum.

Schedule 7 provides for amendments to other legislation which are consegquentia on
the amendments made by section 47. These include an amendment to the Trade Union
and Labour Relations Act (Consolidation) 1992 to allow disputes over flexible working
to be settled under the ACAS arbitration scheme and to the Employment Rights Act
1996 to exclude the Armed Forces from these provisions.

Section 48: Rate of maternity allowance

142.

This section amends section 35A of the Social Security Contributions and Benefits
Act 1992, which sets out the weekly rate of MA by replacing subsections (1) to (3) of
section 35(A):

e Subsection (1)(a) insertsanew subsection (1) so that women eligiblefor MA will be
paid the lesser of 90% of their average weekly earnings or the prescribed standard
rate, for the duration of the payment period.
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e Subsection (1)(b) amendsthe current subsection (5)(c)(i) to ensure that women who
have paid a Class 2 contribution are deemed to have earnings at a level 90% of
which will equal theflat rate of SMP, for any week within the specified period. As
aresult, they will be entitled to £100 per week. This, together with subsection (1)(c)
ensures that (as now) a self-employed woman who has paid a Class 2 contribution
throughout the specified period will receive standard rate MA.

» Subsection (2) is atransitional provision ensuring that reference may be made to
current rates where appropriate after the coming into force of the maternity pay
provisions contained in this Act.

Section 49: Work-focused interviews for partners

143.  Partners of working age benefit claimants who are themselves of working age will be
required to take part in awork-focused interview, in default of which, benefit sanctions
will apply. This will provide partners with the opportunity to discuss their skills and
experience, the barriers they face in moving closer to the labour market and the help
and support that is available to overcome those barriers. The measure will not place any
reguirement on partners beyond taking part in interviews. (For example, they will not
be required to attend training courses or seek work).

Section 2AA: Full entitlement to certain benefits conditional on work-focused
interview for partner

144.  Thissection builds on section 2A of the Social Security Administration Act 1992 (“the
Administration Act”), which was inserted by section 57 of the Welfare Reform and
Pensions Act 1999 and which introduced the requirement for certain benefit claimants
(including lone parents) to attend work-focused interviews. The new section 2AA
prescribes both the circumstances in which the partner of a benefit claimant may be
required to take part a work-focused interview, and the consequences for the benefit
claim if the partner does not take part in the interview.

145.  The work-focused interview will concentrate on job potential and provide the partner
with accessto awide range of help and information on work, benefits and services such
as childcare. It is intended to encourage partners to take further steps towards labour
market participation. However, any action they may choose to take beyond taking part
in the interviews will be entirely voluntary.

146.  This section inserts new section 2AA into the Administration Act and allows the
Secretary of State to prescribe in regulations that where a higher rate of a specified
benefit is payable to a person by reference to his partner, then the claimant’s benefit
can be reduced by way of a sanction if the partner fails to take part in a work-focused
interview, when required to do so.

147. Theintention is for the actual proposals to be prescribed in secondary legislation to
allow adjustments to be made to the detailed aspects of the scheme in the light of
experience of work-focused interviews.

148.  The power itself:

»  Subsection (1) allows the Secretary of State to make regulations requiring partners
of claimants for certain benefits to take part in a work-focused interview, in
prescribed circumstances. Once the claimant’s entitlement to benefit has been
established their partner may be required to take part in a work-focused interview.
If partners do not take part in these interviews without good cause when required
to do so, a benefit sanction will apply (see subsection (4)(f)). As the mgjority of
jobseekers find work within the first six months of a claim it isinitially intended
that partners will be required to attend an interview at the 6 month stage of aclaim,
thus focusing resources on those partners who need more help in finding work. The
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timing of interviews will be considered further in the light of experience of work-
focused interviews for benefit claimants.

Subsection (2) lists the benefits to which the partner work-focused interview
requirements will apply. Subsection (3) lists the circumstances in which a higher
rate of such abenefit isdeemed to be payableto aperson by referenceto his partner
and therefore, the partner is subject to the requirement to take part in an interview.

How the power isintended to be used:

Subsections (4) to (6) identify the main ways in which the regulation-making
powers provided under subsection (1) might be used. Whereapersonisentitiedtoa
number of specified benefits at the sametime, it is not intended to ask their partner
to take part in separate work-focused interviews for each benefit. They would only
be required to take part in one interview. Subsection (4)(a) allows for regulations
to achieve this.

Subsection (4)(b) alows for regulations to prescribe that where a claimant is
entitled to benefit for more than one partner (i.e. in the case of a polygamous
marriage) each of those partners will be required to take part in a work-focused
interview.

Subsection (4)(c) enables the Secretary of State to prescribe in regulations who
will conduct theinterviewswith partners. This meansthat work-focused interviews
may be conducted by a person acting on behalf of the Secretary of State, by a
local authority employee, or by a private/voluntary sector organisation contracted
to provide services.

Regulations under subsection (4)(d) will confer power on those who conduct the
interviews with partners to determine where and when an interview will take
place. This mirrors section 8 of the Jobseekers Act 1995 and section 2A of the
Administration Act. It is intended that the interview will usually be conducted at
arange of easily accessible premises. However, where partners cannot reasonably
be expected to visit an office, amore suitable location including a home visit may
be arranged.

Subsection (4)(e) enables regulations to prescribe the circumstances in which
partners are to be treated as either taking part or not taking part in the interview.
Since the regulations under this section will impose a general requirement on
partners to take part in a work-focused interview, both the partners and those who
conduct the interviews need to be clear about the criteria to be used in judging
whether a person has actualy taken part in the interview. It is intended that the
test of whether partners have taken part will be: (a) whether they attend at the time
and place specified; and (b) whether they provide information in areas relevant to
their employment prospects, such astheir level of educational qualifications, their
previous work history, and any barriersto work they may face.

Subsection (4)(f) enablesregulationsto providethat if apartner isrequested to take
part in an interview but does not do so then, unless he (or the benefit claimant) can
show good cause for that failure within a prescribed period, the claimant’s benefit
will be reduced.

Subsection (4)(g) enables regulations to specify what constitutes good cause for
not taking part in an interview. Good causeis afamiliar concept in social security.
For example, it is used in relation to work-focused interviews for claimants under
section 2A of the Administration Act and in deciding whether peopl€e’ s entitlement
to Jobseeker’s Allowance should stop where they have not attended as required
as a specified time and place (section 8(1)(d) of the Jobseekers Act 1995 and
regulations 28 to 30 of the Jobseeker's Allowance Regulations 1996). Examples
of good cause might be when the partner had an accident on the day set for the

30



These notes refer to the Employment Act 2002 (c.22)
which received Royal Assent on 8 July 2002

interview or wheretheir child fell ill or where they misunderstood the requirements
placed upon them because of any language or literacy difficulties.

Subsection (5) deals with how any reduction in benefit should be calculated and
applied.

Subsection (5)(a) enables regulations to specify how the reduction will normally
be calculated and subsection (5)(b) enables regulations to specify that the amount
of the reduction shall be restricted in prescribed circumstances. The power under
subsection (5)(b) will be used where the amount of the reduction would otherwise
be greater than the amount of benefit. In addition, it istheintention to ensurethat the
claimant retains entitlement to anominal amount, to prevent the claim from lapsing
and, where appropriate, to ensure that entitlement to any “passported” benefits
(such as free NHS Prescriptions, free school meals) is retained.

Subsection (5)(c) enables regulations to specify that if a person is claiming more
than one benefit, the sanction may be applied to more than one of the benefits;
but the total sanction must not exceed the amount calculated in regulations under
subsection (5)(a). The regulations will also prioritise the benefits against which
the sanction is to be applied. No sanctions will be applied against any benefit not
specified in new section 2AA(2).

Subsection (6) enables regulations to prescribe the circumstances in which the
requirement for a partner to take part in a work-focused interview is not to be
applied. Thisis so that the interview can be waived or deferred until alater date if
that is necessary or appropriate in any case. There will be certain people for whom
awork-focused interview will not be appropriate. There is no intention to set out
in regulations the categories of people for whom this would be appropriate. Such
decisions will be made on a case-by-case basis, depending on the circumstances
of the individual.

Subsection (6)(a) enables regulations to specify circumstances in which the
requirement to take part in a work-focused interview will not apply to a partner:
either permanently or until a specified time. It is intended that this power will
be used to exempt partners of people who are claiming the benefits listed in
subsection (2) but who are required to attend work-focused interviewsin their own
right.

Subsection (6)(b) enables the ‘ designated authority’ to decide that the requirement
to take part in a work-focused interview is not to apply where it would not be of
assistance or appropriatein the particular circumstances of that person. Regulations
will not specify which groups should have the requirement waived although one
example might be where aterminally ill person isthe partner of a benefit claimant.

Subsection (6)(c) enables the ‘ designated authority’ to decide that the requirement
to take part in awork-focused interview should be deferred if it is determined that
an interview would not be of assistance, or appropriate, at that particular time.
Examples might include a person in the early stages of recovery from a major
operation, or a partner who had just given birth. Regulations provided for under
subsection (6) may also set out that, where a partner has their interview waived or
deferred, they will be treated, as having met the requirement — until such time asit
is appropriate for them to attend an interview. Where an interview is either waived
or deferred (see subsection (6)(c)), despite the fact that there has been no interview,
no change will be made to the amount of benefit payable or in payment.

Subsection (7) defines terms used throughout the section. A “work-focused
interview” istheinterview that amost al partners of claimants of the benefitslisted
in subsection (2) will be asked to take part in. The purpose of such aninterview isto
assist or encourage partnersto improve their employment prospects over time, and
to identify and take stepsto overcomethe barriersto work they face through training
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or specialist support so that, where appropriate, they can move towards education
or taking up employment (whether paid or unpaid). To this end, an interview may
cover such areas as previous employment record, capacity to undertake work, the
in-work financial support which is available and help in areas such as childcare,
housing and training.

Schedule 7 (Paragraphs 8 to 10, 14 and 49): makes minor and consequential
amendments to the Administration Act and to the Social Security Act 1998.

e Paragraph 9 amends section 2B of the Administration Act, which makes further
provision as to how the power in section 2A may be used. It ensures that the
decisions and appeals proceduresin Chapter Il of Part | of the Social Security Act
1998 apply in relation to any “relevant decisions’ under the new section 2AA. It
also provides that any decision that a partner has, without good cause, failed to
take part in an interview as required by the new section 2AA may be revised or
appealed against. It also sets out in that section what are to be “relevant decisions’
under the new section 2AA — namely, decisions that someone has failed, without
good cause, to take part in an interview required under that section, and makes a
consequential amendment in relation to decisions under section 2A. It ensures that
all “relevant decisions’ under the new section 2AA aretreated as having been made
by the Secretary of State —even if the decision maker isnot acivil servant, and that
such a decision may be revised or superseded by someone other than the original
decision maker. The powersin the Social Security Act 1998 to revise or supersede
adecision would then apply. It would also alow for information gathered about a
person’s employability to be passed on to the relevant decision maker.

e Paragraph 10 amends section 2C of the Administration Act so as to ensure that
the powers, which are intended to enable closer working between central and local
government in order to make the delivery of social security benefits more customer-
focused and better co-ordinated, also apply to the new section 2AA.

» Paragraph 14 amends section 190(1) of the Administration Act so asto require the
first set of regulations to be made under the new section 2AA to be passed by the
affirmative resolution procedure.

e Paragraph 49 amendsthe Social Security Act 1998 so asto provide that the right of
appeal isagainst the decision that the partner had failed to take part in an interview,
rather than the decision to stop or reduce benefit. It focuses on the one decision
that causes a penalty to be imposed (which may potentially be across a number of
benefits) and isintended to avoid confusion.

Section 50: Use of information for, or relating to, employment and training

151
152.

This section introduces schedul e 6.

Government policies in the area of employment and social security have focused on
increasing the efforts to help people move away from welfare benefits and into work.
However, once a client has left an employment or training programme or has come
off benefit, they are under no obligation to inform the Department for Work and
Pensions (DWP) of their activities. It is important that DWP know what happens to
people afterwards. Many clients do provide DWP with this information. However, a
significant minority do not. Attempts to establish the destinations of leavers are costly,
time consuming and inconclusive. In addition, once a client has entered work, DWP
has no way of assessing their progress in employment, unless they return to benefit.
This creates two problems. The first is in evaluating the effectiveness of employment
and training initiativesin moving peopleinto sustainable work. The second isin paying
and rewarding providers, who areincreasingly paid on aperformance-related basis. The
provisions will aso allow DWP to confirm which clients have moved into work and
ensure the security of the funding arrangements.
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Commentary on Schedule 6:

Paragraph 1 amends section 3 of the Socia Security Act 1998 by broadening the
range of information covered by the Act, which already covered socia security,
child support, and war pensions, to also include employment and training. This
means that the Secretary of State or the Northern Ireland Department can use the
information held by him for the purpose of, or any purpose connected with the
exercise of any of those functions. This therefore allows DWP to use any of the
information it holds to perform any of its functions. Following the transfer of war
pensions to the Ministry of Defence (MOD), the provision will also enable the
supply of information to and from MOD and DWP to enable the supply of socia
security, child support and employment and training information to MOD for use
for war pensions purposes and the supply of war pensions information from MOD
to DWP for social security, child support or employment and training purposes.
The provision also allows the data pooling of information relating to any of these
functions, ie. social security, child support, war pensions and employment and
training.

Paragraph 4 repeals subsection (3) of that section asthat is now rendered otiose by
the amendments made by paragraphs 2 and 3.

Paragraphs 2 and 3 amend the existing provisions in sections 122C and 122D
which govern the supply of information to and from DWP, the Northern Ireland
Department and local authorities in connection with the administration of housing
and council tax benefit. These sections are extended to include employment and
training information.

Paragraph 5 amends section 122 of the Administration Act to allow DWP access
to tax information held by IR and information held by Customs and Excise for
the purposes of preventing fraud against the DWP by those contracted to deliver
employment and training programmes and possible fraud by participants in the
schemes. The amendment will aso enable errors to be checked where no fraud is
suspected. Paragraph 7 makes corresponding provision for Northern Ireland.

Paragraph 6 inserts a new section 122ZA into the Administration Act allowing
DWPto accessPAY E information held by Revenue aswell asinformation supplied
by the self-employed for tax purposes relating to people beginning or terminating
employment. The information can be used for the purposes of evaluating the
effectiveness of various employment and training programmes (such as the New
Deals). This gives DWP access to the information supplied by employers on
tax forms P45 and P46, which will alow the Department to ascertain whether
leavers from employment or training programmes have taken up employment. The
subsection states that such information must not be further disclosed, other than for
civil or criminal proceedings. Because such information is based upon employers
annual returns, this information will typically be over 18 months old by the time
it reaches DWP. Allowing DWP access to the information on P45 and P46 forms
will therefore provide them with more up-to-date information. These forms are
completed when an employee starts a new job. The only information that will be
supplied from thissourcewill bethefact that theindividual has started work and the
name and address of hisemployer. The sectionwill apply to al relevant information
held when the provision comes into force as well as relevant information gathered
after that date.

Paragraph 8 makes corresponding provision for Northern Ireland.

Paragraphs 9 and 10 amend the Tax Credits Act 1999 so as to ensure that
information to which the DWP has access relating to tax credits can if necessary
be used for employment and training purposes and that employment and training
information can be supplied to the Revenue for tax credits purposes.
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Paragraph 11 amends section 121E of the Social Security Administration Act 1992
(the “Administration Act”). This section deals with the supply of contributions,
statutory sick pay (SSP) and statutory maternity pay (SMP) and contracting out
information held by Inland Revenue. The amendment extends the purposes to
which information supplied by the Inland Revenue to the DWP can be put, to
include purposes relating to employment or training. It specifies that information
supplied relating to employment and training may be supplied on apermissivebasis
— i.e. that the DWP cannot demand information from IR. This amendment will
enable information supplied to the DWP by Inland Revenue under provisions in
the Administration Act to be used for employment and training purposes. This will
provide inter aliainformation on where the individual is employed, how long they
have worked for that employer and how much they earn, all of which is helpful in
assessing the effectiveness of the various welfare to work initiatives.

Paragraph 12 makes corresponding provision for Northern Ireland.

Paragraph 13 makes similar provision with respect to section 121F of the
Administration Act. This section deals with the supply of information to the
Inland Revenue by DWP (in the person of the Secretary of State) for the
purposes of contributions, SMP and SSP and contracting out. Paragraph 14 makes
corresponding provision for Northern Ireland.

SCHEDULES

154.  Where necessary, the Schedules are described at relevant points of the main
commentary. The table below shows where each Schedule (or Part of a Schedule) is

explained.
Schedule Subject Refer to
commentary on:

1 Penalties. procedures and appeals

2 Statutory Dispute Resolution Procedures Section 29

Part 1 Dismissal and disciplinary procedures

Part 2 Grievance procedures

Part 3 General Requirements.

3 Tribunal jurisdictions to which section 31| Section 31
applies

4 Tribunal jurisdictions to which section 33| Section 33
applies.

5 Tribunal jurisdictions to which section 38| Section 38
applies

6 Use of information for, or relating to,|Section 50
employment and training
Minor and consequential amendments Section 47 and 48
Repeals and revocations

FINANCIAL EFFECTSOF THE ACT

155.

156.

Overview - The predicted impact of the provisionsrelating to each individual policy is
dealt with separately below in terms of coststo the Exchequer:

Paid paternity leave — the costs to the Exchequer are estimated to be £63 million in
the financial year 2003/4.



157.

158.

159.

160.

161.

162.

163.

164.
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Paid adoption leave — the costs to the Exchequer are estimated to be £9 million in the
financial year 2003/4

Increasein rate of statutory maternity pay and mater nity allowance - the costs to
the Exchequer are estimated to be £355 million in the financial year 2003/4. This cost
assumes that 85% of eligible women take advantage of the extended period. Around
305,000 pregnant women receive SMP each year and around 51,000 receive MA each
year. Itisestimated that around 90% of SMP recipientswill benefit in full from the new
measures so that each woman in comparison with the level of SMP currently paid will
be entitled to £1253.60 more in SMP payments.

Introduction of partner work-focused interviews - Initia estimates indicate that the
costs to the Exchequer are likely to be around £35 million. The impact on benefit
expenditure of increased numbers of partners of benefit claimants taking up work
cannot be estimated at this stage. Such behavioural changes cannot be predicted with
any certainty until the new system has been operated and evaluated.

Power to make wasted costs awar ds—it is estimated that thiswill |ead to areduction
in caseload, leading to savings for the Exchequer of alittle under £1 million.

Removing procedural traps—it is estimated that this change will lead to net costs to
the Exchequer of £2 and £5 million.

Fixed period of conciliation — the savings to the Exchequer of introducing fixed
periods of conciliation are estimated at between £2 and £3 million.

Three steps procedur es (including mitigation of awards and removal of the small
business exemption on written particulars) - savings for the Exchequer are estimated
to be negligible in year one as the system settles in but growing to between £11 and
£15 million from year two onwards.

Equal Pay questionnaire - the savings to the Exchequer in terms of reductions in
tribunal casesisestimated at £0.1 million.

Measures with no significant financial effects

The following measures in the Act are not expected to have any significant financial
effect. Minor increases in operational expenditure, for example as a result of changes
required to forms and process will be managed within existing allocations.

*  Use of employment and training information

» Union learning representatives

PUBLIC SERVICE STAFFING EFFECTS

166.

167.

168.

The only measure in the Act expected to have a significant effect on public service
staffing is work-focused interviews for partners. We estimate that up to 650 staff will
be needed to deliver the work-focused interviews.

Introduction of partner work-focused interviews - Initial broad-brush estimates
indicate that the costs to the Exchequer are likely to be around £35 million. Theimpact
on benefit expenditure of increased numbers of partners of benefit claimants taking up
work cannot be estimated at this stage. Such behavioural changes cannot be predicted
with any certainty until the new system has been operated and eval uated.

In the longer term there are also likely to be effects from the projected reduction in
volumes of applications to employment tribunals.
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SUMMARY OF REGULATORY IMPACT ASSESSMENT

Overview of the impact of the Act

169.

170.

171

172.

The overall intention of the Act is to support the development of more productive
workplaces in the UK by encouraging participation in the labour market through
the retention and development of skills, and by improving the way that disputes are
managed, both at work and within the employment tribunals system. This impact
assessment considers the individual proposals and their overal effect. Where they
overlap or enhance each other thiswill be addressed. Self-standing impact assessments
are attached for each element of the Act expected to affect business.

All the provisions in the Act will have some impact on the productivity and
competitiveness of UK employers, and on the workforce as a whole. Those parts
of the Act which relate to dispute resolution are intended to bring benefits, both
quantifiable and unquantifiable, to employers and employees through encouraging in-
house resolution of disputes without recourse to Employment Tribunals. Unresolved
conflict in the workplace can damage morae, increase stress, and may lead to
employees quitting their jobs. Equally, disputes taken to Employment Tribunalsreduce
productivity because of the resources taken up in the legal process and because of their
effects on the morale and motivation both of the individuals directly affected, and in
the workplace more generally.

The parts of the Act dealing with maternity, paternity and adoption pay and leave
are intended to encourage greater participation in the labour market, and the retention
of sKkills, for parents who might otherwise leave the labour market. In addition,
there are motivational and productivity benefits through relieving the stress and
strain felt by new parents. The provisions in the Act which place union learning
representatives on a statutory footing will aso enhance productivity by encouraging
workforce development. The proposal to extend the European Directive on fixed term
work to include pay and pensions will ensure that fixed term contract employees are
not discriminated against and will thereby increase employee security and remove a
potential distortion in the labour market. The provisions that introduce work-focused
interviews for partners of people receiving working-age benefits will also have a
positive impact on participation in the labour market but are not included in the Impact
Assessment as they do not impose any cost or burden on business.

Quantified costs and benefits are expressed in current (2000/01) prices with the
exception of the provisions for maternity pay, paternity leave and pay and adoption
leave and pay. For consistency with public expenditure plans, these are expressed in
2003/04 prices.

Better dispute management

173.

174.

The Act provides for improved dispute resolution in the workplace and in the
employment tribunal system. EXxisting problems in the current system of dispute
resolution have contributed towards increasing numbers of Employment Tribunal
applications. These are putting employers, employees and the tribunal system itself
under strain. A dispute resolved in the workplace, especially one resolved early and
informally, will reduce workplace tensions and increase retention of valuable staff. A
dispute resolved in a Tribunal often leads to the end of the employment relationship.
For the employee this means the loss of a job; for the employer it means unnecessary
recruitment and lost skills. And where a dispute does have to go through the Tribunal
process, cases should be resolved more quickly, reducing uncertainty for applicants and
employers aike.

TheAct contains several measuresto addressthis. Not all of them haveimplicationsthat
need to be assessed in a regulatory impact assessment. Those included in the RIA are:
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» Implied term of contract to confer right/obligation to follow ‘three steps’ grievance
and discipline procedures;

» All written statements of terms and conditions to include reference to workplace
procedures (removal of small firms exemption);

» Tribunals to mitigate awards to reflect whether three steps were followed and
whether terms and conditions were provided;

» Removing procedural trapsin unfair dismissal cases,
» Fixed period of conciliation in al Tribunal cases;

» Changesto reduce wasted costs;

* Introduction of questionnairesin equal pay cases.

The individual paragraphs below contain costs and benefit estimates for these
provisions. There are strong overlaps between most of these proposals. The total
benefits and costs are less than the sum of the individual benefits and costs.

Proposals for (i) Implied term of contract to confer right/obligation to follow ‘three
steps’ grievance and discipline procedures; (ii) All written statements of terms and
conditions to include reference to workplace procedures (remova of small firms
exemption); and (iii) Tribunals to mitigate awards to reflect whether three steps were
followed and whether terms and conditions were provided

All employers will have to introduce a satisfactory (that is, according to minimum
standards) 3-step dispute and grievance procedure to deal with employment issues
arising in the workplace. Employees are also obliged to use this procedure. If either
party does not fulfil their obligation, thiswill be reflected in the award.

This provides both employees and employers with an incentive to start a discussion
about any problems, which may arise. This should in the medium to longer term
improve employment relationships and open up the way both parties handle conflicts.
Employerswill feel the benefit of aclear transparent process that helps them to resolve
problems. Employees who otherwise would have left because they felt they had been
treated unfairly, or because the relationship had deteriorated over the months leading
up to aTribunal case, may now decide to stay.

The evidence suggests that most large employers have procedures that already meet
the minimum standard. A disproportionate share of tribunal applications arise in
workplaces where procedures are absent or have not been followed adequately.
Greater use of procedures should therefore reduce significantly the volume of tribunal
applications.

The estimated reduction in the number of applications is between 30,000 and 40,000
applications per year. Employers save time and money (£60— 80 million), employees
save their own time and reduce stress levels and there are savings to the taxpayer
through fewer cases (£11-15 million). There will be a time lag between the more
widespread introduction of proceduresin firmsand areductionin Tribunal applications
of perhaps one year.

There are costs to employers. There are one-off costs arising from the introduction
or revision of disciplinary and grievance procedures where these do not already meet
the minimum requirements, and from incorporating these into the written statement
of employment (£46-86 million). There are also on-going costs arising from the
management timeinvolved in greater use of these procedures (£42—90 million per year).
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Removing procedural trapsin unfair dismissal cases

182.

183.

184.

Some employers have lost faith in the Tribunal system because they believe they will
lose an unfair dismissal case because of a small procedural mistake, even if following
the correct procedure would have made no difference to the outcome. The new policy is
that, in cases where it can be shown that the mistake would not have made adifference
to whether a dismissal was fair or unfair, the Tribunal will have the opportunity of
disregarding the procedural error. Thiswill only apply for procedures that go over and
above the 3-step procedures that will now be part of the contract of employment.

This change should discourage some Tribunal applications based mainly on procedural
error. The benefitsto employersare £6-11 million per year. Of these about £4-6 million
are transfers from employees due to changes in the structure of tribunal outcomes. The
benefits to the taxpayer are about £1 million.

The costs of the proposal are also related to the shift in outcomes. Individuals have
reduced awards and settlement payments of about £4-6 million. Respondents |ose £1-4
million. There are costs to the taxpayer of £2-5 million.

Fixed period of conciliation in all Tribunal cases

185.

186.

187.

188.

A large number of applications are settled with the help of ACAS conciliations
(38%). This proportion differs between jurisdictions. In addition, withdrawn cases are
sometimes influenced by ACAS conciliators. Some of the settlements or withdrawals
occur just before the hearing. This can be costly for the taxpayer.

The provisionto beintroduced isto use afixed period for conciliation during which the
minds of both parties can focus on the conciliation process.

A fixed conciliation period of six weeks aimsto increase the number of settlementsand
reduce the number settling close to a hearing date. The latter effect, in particular, will
help the ETS to handle other applications more efficiently.

The number of hearings is expected to fall by between 1,700 and 3,400 each year.
There are some transfers between respondents and applicants due to a change in the
structure of outcomes. There are financial benefits to employers of £3-7 million and to
the taxpayer of £2-3 million. Individuals aso benefit by £1-2 million from more settled
cases at the expense of employers.

Wasted costs

189.

190.

191

The Act includes provisions that provide stronger disincentives to unreasonable
behaviour both up to and during the hearing process, through changes to the rules
on award of costs and a new provision for awards in respect of a party’s preparation
time. The tribunal will be able to make an award in respect of time spent by partiesin
preparing the case where cases or defences are misconceived (which includes having
no reasonabl e prospect of success), or where the other party has behaved unreasonably.
Costsawardswill be possible against representativeswho are acting on afor profit basis
whereit istheir behaviour that has triggered the cost award.

The proposals should discourage a small number of weak Tribuna applications
(100-500 per year) and will also encourage more settlements and fewer hearings. In
addition, more cost awards will be made, providing more compensation to those at the
receiving end of unreasonable behaviour.

It is estimated that savings to the taxpayer will amount to a little under £1 million per
year, together with benefitsto employersfrom less applications of £0.2-1 million. There
will also beincreased flows of payment between employers and applicants arising from
theincreased use of cost awards. Applicants are expected to benefit by £0.4-0.5 million
whereas respondents are expected to benefit by £0.7-1.1 million (respondents benefit
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more because they are likely to incur more management time and legal representation
in dealing with a Tribunal application).

Equal Pay questionnaire

192.

193.

194.

TheAct introducesaformal questionnaire procedurefor usein equal pay tribunal cases,
with time limits for an employer response. The purpose of the procedure is to help the
potential applicant decidewhether toinstitute proceedings and to help them to formul ate
and present their case. Thisenablesthekey factsto be settled quickly and can encourage
not only the swift establishment of evidence but also the settlement of cases.

Introduction of the questionnaire procedure is expected to lead to a 10% reduction in
the number of equal pay Tribunal applications. Benefits to the taxpayer are estimated
to be £0.1 million. Employer benefits are estimated at £0.5 million.

Total coststo employers of completing the questionnaire procedure are estimated to be
between £ 0.2 and £ 0.4 million.

Overall effect of dispute resolution procedures

195.

196.

197.

198.

The overall effect of the proposals above is not the sum of each individual proposal.
Several proposals address the same or closely related issues. Their effects therefore
overlap.

The tables on pages 46 and 47, on the overarching effects of the dispute resolution
proposals, set out the assumptions made in calculating the overall impact of these
proposals.

The most significant proposal in terms of impact is the introduction of grievance and
disciplinary procedures as a contractual right. If this is implemented, fewer disputes
will go to Tribunals - thus reducing the costs and benefits of almost all of the above
proposal s that address cases that do reach Tribunals.

The total effect of the proposals is estimated to be a reduction in the number of
applications of 23-31% or by between 30,000 and 40,000 applications (using current
application volumes as a starting point). The related benefits to employers are
estimated to be £65-91 million once the proposals have fed through into reduced
Tribunal applications. The taxpayer will benefit by £13-18 million and individuals by
£1-2 million. There are some costs to employers especially due to the introduction of
procedures. One off costs are £46-86 million. The use of procedures leads to ongoing
costs of £42-90 million. Employers who already have and use procedures will not face
additional costs. The other proposals add a further £2-4 million. Costs to the taxpayer
are mostly related to changes in the outcome of applications and are therefore policy
costs not implementation costs. These are £1-3 million.

Participation in the labour market and retention, and development of skills

Paternity leave and pay

199.

200.

The law will provide fathers with an entitlement of 2 weeks paid leave (at £100 per
week) to be taken during the first 8 weeks of the child s life. The intended effect isto
give fathers achance to support the mother during this crucial period and to assist them
in building arelationship with the new child.

The main benefits arise for fathers and their families. In total they will receive £63
millionin form of the statutory payments. They also have moretime off during acrucial
period in their family life.

3

ETS has only been able to deal with 70% of application in 2000/01. The benefits to ETS are therefore built on 70% of the
estimated reduction in the number of cases.
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There are costs for business. Many firms already offer some form of paternity leave,
either paid or unpaid. The additional burdens on business are therefore expected to be
small. Costs arise from the provision of coverage for absent fathers of £25-42 million.
Thesearerecurring costs. Introducing the system costs business about £10 million (one-
off) and running the system costs £21-32 million (recurring costs). There are costs to
the Government because of the payments made to fathers of £63 million.

Adoption leave and pay

202.

203.

204.

At present, adoptive parents only have the right to unpaid parental leave. It is proposed
to give one adoptive parent the statutory right to 26 weeks paid leave at £100 per week
or 90% of their average earnings (whichever is lower) and an additional 26 unpaid
leave. Thiswill enable adoptive parents to spend one year with the child and establish
their new relationship. These changes are expected to comeinto force in April 2003.

The beneficiaries will be adoptive parents and their children. It is estimated that there
will be around 3,550 adoptions per year. They will benefit by atotal of £10 million per
year due to the payments. This represents a cost to the taxpayer.

Costs to business are to cover for the absent parent. These costs are estimated at £2-3
million per year. Business also has to introduce the necessary payment system. This
will be similar to the system for maternity leave. Additional costswill be no more than
£1 million.

Maternity Pay

205.

206.

207.

208.

The Act makes changes to Statutory Maternity Pay and Maternity Allowance. The rate
of flat-rate weekly payment will increase to the lesser of £100 a week or 90% of the
woman’'s average weekly earnings, and the maximum payment period will increase
from 18 weeksto 26 weeks. The notice that awoman must normally give her employer
before taking maternity leave will increase from 21 to 28 days.

The aim of these measures is to make it easier for women to achieve a better balance
between paid work and family life. It doesthisin combination with changesto maternity
leave that are being introduced through secondary legislation®. The changes will also
help women to spend more time with a new- born child. As a result, more mothers
may be ableto return to employment after maternity leave, retaining skillsin the labour
market and reducing recruitment costs for employers.

There are direct benefits to mothers in the form of the payments made to them of
£325 million per year. The benefits for an individual mother will depend on her
personal circumstances. The benefit of £100isabovetheearningsthreshold for National
Insurance Contribution. Recipients will therefore have to pay NI contributions. This
benefits the National Insurance Fund by £5 million, whereby each individual mothers
pays £1.35 per week.

The Government meets £305 million of the payments to mothers. The £20 million
difference between this and the £325 million figure is made up of costs to larger
employers who are only able to reclaim 92% of the payments to mothers. Some
employers, especialy larger ones, will have to change their payroll systems. The costs
of this change are unlikely to be significant because many employers use standard
software packages that are updated routinely in any case.

Duty to consider requests for flexible working from the parents of young children

209.

The impact of the duty to consider requests for flexible working will depend on how
many parents exercise the right and how employersrespond. A central estimate of take-
up suggests that there could be over 500,000 additional requests each year for flexible

4

# Cross-reference to government response on maternity pay and leave, paternity and adoption pay and leave.
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working and that about 80% of these will be accepted or a compromise reached. This
means that hundreds of thousands of working parents and their families benefit from an
improved family life. The economy also benefits — savings in recruitment costs alone
are valued at £113 million. However, processing requests and accommodating them is
not costless. One-off implementation costs are estimated to be £38 million with annual
recurring costs of £286 million.

Putting Union learning representatives (ULR) on a statutory footing

210.

211.

212.

Theobjectiveof thisprovisionistoimprovethe skillsof theworkforce by increasing the
number of ULRs and improving their effectiveness. The provision will further reduce
the current uncertainty regarding the position of the ULRs and the time and resources
they may use to fulfil their task.

There are benefits to employers and employees. Employers gain from enhanced
workforce skills leading to improved productivity, complementary effects between
ULRs and the human resources team, increased confidence in staff and improved
employment relations and a sense of partnership in the workplace. As far as these
benefits are quantifiable, they are estimated to be between £16-33 million, steadily
rising with increased effectiveness to between £70-140 million in the eighth year after
introduction of this provision.

There are some costs to employers which are due to the time spent on training
ULRs, the time the ULRs spend in fulfilling their task and the administrative costs of
understanding the legislation, handling notices and requests for time off. The increased
use of ULRs will increase the first two items of this list. Total costs increase from £7
million in the first year to £26 million in the eighth year after the introduction of the
provision.

Preventing pay and pensions discrimination against fixed term employees

213.

214.

215.

The Act includes a power to prevent pay and pensions discrimination against fixed-
term employees that will be implemented aongside the European directive on fixed
term work.

There are 1.1-1.3 million FTC employees who are potentially affected by these
provisions. A relatively small proportion (28-41,000) will benefit from higher pay with
total benefits of £21-30 million per year. Similarly, 55-82,000 FTC employees will
benefit from greater occupational provision with total benefits of £33-98 million per
year.

Costs to employers mirror benefits to employees. The costs of the pay provisions are
estimated to be £28-39 million (the difference between costs and benefitsis accounted
for by employer National |nsurance Contributions). The costs of the pension provisions
are £33-97 million.

I mpact on small businesses

216.

217.

The measures proposed in the Act affect businesses of all sizes. The consultation
exercises carried out for most of the proposals received responses from small and large
businesses. In the main areas - the provisions on dispute resolution and on maternity,
paternity and adoption pay and leave - focus groups were convened with small firms.
The Small Business Service has been consulted on each of the stand-alone RIAS.

The proposal to require minimum disciplinary and grievance procedures is likely to
disproportionately affect small firms. This is because they are less likely to have
proceduresthat meet this standard or follow them if they arein place. Hence the costs of
introducing them will bear most on small businesses - but so will the benefits through
reductionsin cases going to Employment Tribunals. The proposal to remove procedural
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traps may benefit small businesses especially as there is evidence that small firms are
most likely to make procedural errors.

218. Thereissome evidence to suggest that small firms can find it more difficult than larger
businessesto cover for absences because they have asmaller number of peopleto whom
work can bere-allocated. Hence the costs of covering for absences - especially paternity
leave - may be more acute in small firms.

219. Smal firmsarelesslikely to employ FTC employees than larger firms.

Summary Table

Quantifiable Benefits

220.  All amountsin £m, rounded to nearest million except where amounts are less than £1m
To employers Toindividuals | To the taxpayer
Dispute resolution 65-91 (fromyear |1-2 13-18(from year 2)
2)
Paternity leave and 63
pay
Adoption leave 2 10
Maternity pay 325
Duty to consider|113
requests for
flexible working
Union learning | 1633 (year 1)
reps 70-140 (year 8)
Fixed term work 54-127

Quantifiable Costs

221.  All amountsin £m, rounded to nearest million except where amounts are less than £1m
To employers Toindividuals | Tothetaxpayer
Dispute resolution 46-86 (one-off) 35 1-3
44-94 (recurring)
Paternity leave and| 10 (one-off) 63 (recurring,
pay 39-64 (recurring) transfer)
Adoption leave and|1 (one-off) 9 (recurring,
pay 2-3 (recurring) transfer)
Maternity pay 20 305 (transfer)
Duty to consider |38 (one-off)
flexible working 286 (recurring)
Union learningreps | 7 (year 1)
26 (year 8)
Fixed term work 61 -136 (recurring)
222. The tota one-off costs to employers of the changes proposed amount to £95-135

million. These reflect principally the costs of setting up disciplinary and grievance
procedures and changes to personnel systems arising from paternity and adoption leave
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and pay and the duty to consider requestsfor flexibleworking from the parents of young
children.

Recurring costs to employers amount to £459-629 million. The principal costs arise
from greater use of workplace procedures, covering for paternity and adoption leave
and longer periods of maternity leave, supporting ULRS, and improving the pay and
pensions of FTC employees. Costs will increase over time as ULRs become more
widespread.

The proposals also benefit employers. Many of these benefits - such as improved
morale, skill utilisation and better employment relations - cannot be quantified. Some,
however, have been quantified. These include recruitment savings from more mothers
returning to work after maternity leave, a reduction in costly Employment Tribunal
cases, and greater productivity through ULRs. Initially, these benefits are quantified
at £196-239 million. However, they will increase over time as ULRs become more
widespread and more effective. It is possible that quantified benefits could exceed
guantified costs to employerswithin areasonable éaeriod of introduction - even leaving
to one side the unquantified productivity benefits’.

Individual workers benefit by almost £453-527 million from enhanced maternity pay
and paternity pay and adoption pay and improved pay and pensionsfor FTC employees.
Thereareaso modest financial benefitstoindividual applicantsarising fromthedispute
resolution proceduresthat are roughly offset by costs arising from other elementsinthis
package. But while this part of the Act may be broadly neutral in its financial effects,
improved dispute resolution has broader but unquantified benefits.

Coststo the taxpayer are expected to be around £380 million per year and arise almost
entirely from maternity, paternity and adoption pay. The dispute resolution proposals
should produce net savings to the taxpayer once the effect of the proposals has fed
through into reduced Tribunal applications.

COMMENCEMENT

227.

There is a power for the Secretary of State to bring the provisions of the Act into force
on such day as the Secretary of State may by order appoint, and different days may be
so appointed for different purposes.

EUROPEAN CONVENTION ON HUMAN RIGHTS

228.

229.

Section 19 of the Human Rights Act 1998 requires the Minister in charge of a Act in
either House of Parliament to make astatement about the compatibility of the provisions
of the Act with the Convention rights (as defined by section 1 of that Act). On 11"
February 2002 Lord Sainsbury of Turville made the following statement:

In my view the provisions of the Employment Act are compatible with the Convention
rights.

HANSARD REFERENCES

230.

The following table sets out the dates and Hansard references for each stage of this
Act’s passage through Parliament.

Stage Date Hansard reference

House of Commons

Introduction 8 November 2001 vol 374 cc 380

5

5 Using the range provided in the RIA for ULRs, total benefits to employers could be in the range £100-230 million after
eight years.
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Stage Date Hansard reference
Second reading 27 November 2001 vol 375 cc 864-940
Committee 6 December 2001 — 24 |Hansard Standing Committee F
January 2002

Report and  Third| 12 February 2002 vol 380 cc 79 - 180

reading

House of Lords

Introduction 13 February 2002 vol 631 cc 1138

Second reading 26 February 2002 vol 361 cc 1325-1341,
1356-1408

Grand Committee 13 March — 22 April 2002 | vol 632 CWH 1-320, vol 633
CWH 321-518, vol 634 cc
519-550

Report 30 May —18 June 2002 vol 635 cc 1491-1568, vol 636 cc
135-252, 625-705

Third reading 27 June 2002 vol 636 cc 1522-1542

Royal Assent —8 July 2002 House of Lords Hansard vol 637 col 554

GLOSSARY
Administration Act

The Social Security Administration Act 1992: the Act that containsmost of therulesand
regulation-making powers to specify how social security benefits should be claimed,
paid and administered. It consolidated the existing legislation in 1992, and has been
amended subsequently. See aso the Social Security Contributions and Benefits Act
1992.

Advisory Conciliation and Arbitration Service

ACAS a permanent independent body - works to prevent and resolve employment
disputes, conciliatesin actual or potential complaintsto employment tribunals, provides
information and advice and promotes good practice.

ACAS Code of Practice on Discipline and Grievance Procedures

Gives employers practical advice on how to deal with disciplinary matters. Tribunals
takeinto account any provision of the Code, which appearsto them to berelevant to any
guestion before them. They do not expect all employersto follow the Codeto the letter
regardless of their particular circumstances, but to decideto what extent it is practicable
and necessary for an employer to do so given the size and administrative resources
of hisor her firm. Legislation specifically requires tribunals to take these factors into
account when determining whether the employer acted reasonably.

Disability Discrimination Act 1995

The Disability Discrimination Act 1995 introduces, over aperiod of time, new lawsand
measures aimed at ending the discrimination faced by many people with disabilities. It
givesdisabled people new rightsin employment, accessto goods, facilities and services
and the management, buying or renting of property.

Equal Pay Act 1970
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The Equal Pay Act 1970 was introduced to make it unlawful to offer different pay and
conditionswhere women and men are doing the same or likework or rated as equival ent
in the same employment.

Equal Pay Directive

The Equal Pay Directive (75/117EC) requires employers to pay women the same pay
as men for equal work or work of equal value, and isimplemented in the UK to apply
to all employers through the Equal Pay Act 1970 (as amended).

The Employment Appeal Tribunal Rules 1993 (Sl 1993/2854) (as amended)

The rules contain provisions relating to proceedings before the EAT, including on
the institution of appeals, attendance of witnesses and production of documents, oral
hearings, hearings in private and drawing up orders disposing of appeals.

Employment Rights Act 1996

These and other provisionsrelating to individual employment rights were consolidated
into the Employment Rights Act 1996, bringing them together in a more concise and
readily accessible form. A number of amendments have been made to the 1996 Act,
principally by the Employment Relations Act 1999.

Employment Tribunals Act 1996

This Act contains provisions relating to the constitution, powers and procedure of
employment tribunals and the Employment Appeal Tribunal.

Employment Tribunals Rules of Procedure

The rules governing the procedure of employment tribunals in Great Britain, made
under powers in the Employment Tribunals Act 1996, and set out in the Employment
Tribunals (Constitution and Rules of Procedure) Regulations 2001 (S| 2001/1171)
and the Employment Tribunals (Constitution and Rules of Procedure) (Scotland)
Regulations 2001 (S| 2001/1170).

Expected week of confinement (EWC)

The week containing the date on which the woman expects to be confined. Confined
means labour resulting in child born alive or labour after 24 weeks of pregnancy
resulting in the birth of a child alive or dead.

Employment Relations Act 1999

The provisions of this Act form part of a package of reforms to employment and trade
union law outlined in the Government's White Paper, Fairness at Work, published in
May 1998.

Human Rights Act 1998

An Act to give further effect to rights and freedoms guaranteed under the European
Convention on Human Rights

I ncapacity Benefit (1B)

A taxable contributory benefit introduced in April 1995 to replace Sickness and
Invalidity Benefits for people who are unable to work because of illness or disability.
Payable weekly at 1 of 3 rates:

» asnhort-term lower rate: payable to those who do not qualify for Statutory Sick Pay,
for the first 28 weeks of incapacity

» ashort-term higher rate: payable from 28 weeks to 52 weeks of incapacity
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» along-term rate: payable after 52 weeks of incapacity
Income Support (1S)

An income-related (means-tested) benefit for people who are not in work (or working
less than 16 hours a week) and whose income is less than a specified level. It is
calculated on the basis of age, family membership and other prescribed circumstances.

Invalid Care Allowance (ICA)

A non-contributory, non-means-tested benefit for people who give up the opportunity
of full-time work to provide care on a regular and substantial basis (at least 35 hours
or more aweek) to a severely disabled person.

Jobseeker’s Act 1995
The Act that introduced Jobseeker’ s Allowance.
Jobseeker’s Allowance (JSA)

Jobseeker’s Allowance is the socia security benefit for people who are unemployed
or who are working for less than 16 hours per week. To qualify for JSA a jobseeker
must be capable of work, available for work, actively seeking work, and must enter
into a “Jobseeker’s Agreement” which sets out the steps he will take in order to find
work. Jobseekerswho have paid sufficient National Insurance contributionscan receive
contribution-based JSA at a personal rate for up to six months. Those who do not
qualify for contribution-based JSA, or whose needs are not met by the contribution-
based allowance, can claim income-based JSA for themselves and their dependants
subject to ameanstest. Income-based JSA ispaid for aslong as needed, provided that
the qualifying conditions continue to be met.

Lower EarningsLimit (LEL)

The level of earnings a which people secure entittement to contributory
benefits. Weekly earnings above this point (and up to the Upper Earnings Limit) accrue
entittement to SERPS or to contracted-out rebates. Employee Nationa Insurance
contributions are payable on earnings above the Primary Threshold, which is aso
the Income Tax Personal Allowance, up to the Upper Earnings Limit. However, for
contributory benefit purposes, National Insurance contributions are treated as paid on
earnings between the Lower Earnings Limit and the Primary Threshold.

Maternity Allowance (MA)

Maternity Allowance is paid to certain women who do not qualify for Statutory
Maternity Pay, to the self-employed, and to recently employed women. To qualify, they
must have been employed or self-employed in at least 26 of the 66 weeks (the test
period) ending with the week before the Expected Week of Confinement (EWC). There
are two rates of MA. Women whose average earnings are at least equal to the Lower
Earnings Limit in force at the beginning of their test period receive standard rate MA.
Women whose average earnings are below that Lower Earnings Limit but at least £30
receive 90% of their average weekly earnings (subject to a £62.20 maximum).

National I nsurance contributions

Contributions payable by those in work and their employer into the National Insurance
fund, which are used to pay contributory social security benefits to qualifying
individuals. Self-employed people pay a lower rate but have more limited rights to
benefits.

New Deal
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New Deadl is a key part of the Government's Welfare to Work strategy. It has been
created to help unemployed people into work by closing the gap between the skills
employers want and the skills people can offer.

Partner
"Partner" means a person who is amember of the same couple as the claimant.
Paye

Stands for *Pay AsYou Earn’. Most people pay income tax under this system. Under
PAYE, employers take tax from weekly or monthly earnings and pay it over to the
Inland Revenue.

Race Relations Act 1976

An Act that made provisions with respect to discrimination on racial grounds and
relations between people of different racial groups.

Sex Discrimination Act 1975

An Act that renders unlawful certain kinds of sex discrimination and discrimination on
the grounds of marriage, and establishing a Commission with the function of working
towards the elimination of such discrimination and promoting equality of opportunity
between men and women.

Social Security Contributions and Benefits Act 1992

The Social Security Contributions and Benefits Act 1992: contains most of the
provisions for setting out the rules for National Insurance Contributions and
entitlement to social security benefits (with the exception of Jobseeker’s Allowance).
It consolidated the existing legislation when it was introduced in 1992, and has been
amended since then. Several sections of this Act have their effect by amending it. See
also the Administration Act.

Social Security Act 1998

Provided for a new system for making decisions on cases and handling disputes and
appeals.

Statutory Sick Pay

Statutory Sick Pay is administered by the employer, up to a period of 28 weeks, if the
employee has been sick for at least 4 consecutive days (including weekends and bank
holidays), and if the employee earns enough on averagefor it to berelevant for National
Insurance purposes. Cases of dispute are dealt with by the Inland Revenue.

Statutory Mater nity Pay (SMP)

Statutory Maternity Pay is paid to pregnant employees (or those who have given birth)
who satisfy two basic tests. A woman must have been employed continuously by
her employer for at least 26 weeks into the 15" week before the expected week of
confinement (EWC); and she must earn on average at or above the Lower Earnings
Limit (LEL) (currently £72 a week). There are two weekly rates. The higher rate is
90% of the employee’s average weekly earnings and is payable for the first six weeks
for which SMPis payable. The lower rateis a standard rate (currently £62.20) whichis
reviewed annually and is payable for the remaining weeks of the Maternity Pay Period.

Tax Credits Act 1999

An Act to provide for family credit and disability working allowance to be known,
respectively, as working families' tax credit and disabled person's tax credit; and to
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make further provision with respect to those credits, including provision for the transfer
of functions relating to them.

Trade Union and Labour Relations (Consolidation) Act 1992

Brings together all collective employment rights including trade union finances
and elections; union members rights including dismissal, time off; redundancy
consultation; ACAS, CAC and CROTUM; industrial action legislation. Does not cover
individual rightslike unfair dismissal, redundancy pay, maternity etc (these are covered
by 1978 EPCA)

Upper Earnings Limit

The level of weekly earnings above which there is no liability for employee National
Insurance contributions. It setsthe upper limit for the weekly earningson which SERPS
accrue and which qualify for contracted-out rebates. See aso Lower Earnings Limit.

Welfare Reform and Pensions Act 1999

Introduced a range of measures relating to Social Security benefits (including
the introduction of Work-focused interviews), pensions and National Insurance
contributions.

Working Families' Tax Credits

A tax credit payable to working families depending on their circumstances, which has
replaced Family Credit and is administered by the Inland Revenue, and is paid through
the pay packet.
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