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CIWM is the professional body for the resource and waste management sector.  It represents around 5,500 waste and resource management professionals, predominantly in the UK but also overseas.  CIWM sets the professional standards for individuals working in the sector and has various grades of membership determined by education, qualification and experience.


Tackling the hidden economy: public sector licensing


Question 1: Please provide comments or evidence on the suitability of the government’s proposals to apply conditionality to one or more of the licensing schemes outlined above. In your answer, please comment on:  The extent to which checks on people’s tax-registration status would address problems highlighted in the relevant sectors, or whether additional or alternative measures of compliance should be considered.  How effective conditionality would be in improving standards of tax compliance in the sectors concerned.  Any positive or negative effects that conditionality would have upon the compliant majority who trade in the relevant sectors; please provide details of any additional one-off or ongoing costs that might be incurred. 

CIWM supports the government’s proposals to apply conditionality to licensing schemes for waste management.

Regulators have extensive evidence of illegal activity within the waste management sector and some of this relates to avoidance of paying landfill tax.  It would not be a surprise to many too find that some of the illegal activity could well also include the avoidance of other tax payments.

Under the current Waste Crime and Persistent Poor Performance consultation Defra and the Environment Agency are looking to widen relevant offences that can be taken into account in running a facility.  CIWM would support the addition of conditionality under the Fit and Proper person test and checks for registration for tax must be included as part of the regulators compliance audit.

CIWM suggests that as part of Carriers, Brokers and Dealers registration the requirement for conditionality must apply.  These registrations are renewed every three years.  Those that carry their own waste have a one-off registration, i.e. with no three-yearly renewal.

Exemptions are another area that is known to attract illegal activity in the waste management sector and exemptions are being reviewed by the government and the regulator and CIWM suggests applying tax registration information from this part of the waste management sector would help improve the image of exemptions.

Hazardous waste producers no longer have to register in England as a result of the ‘Red Tape Challenge’ – contrary to advice from CIWM, at the time.  This would have been another route to gain tax registration information and checks.  Other devolved administrations – including Wales - retained this requirement.

Question 2: Please provide comments or evidence on the suitability of applying forms of conditionality – or similar approaches to promote tax compliance – in the construction sector?  Are there any other sectors that the government should consider for similar applications of conditionality? 

CIWM has no comment to make.

Question 3: please describe how tax-registration or a similar standard of compliance could be introduced into existing terms and conditions of licences:  Would it be best to introduce tax conditionality as a new, standalone condition of licences, or would it better included as a consideration with fit-and-proper person or similar checks?  Would tax-registration be the best standard of compliance, or should a similar or broader standard of compliance be introduced – if so, what additional factors should be considered? 

CIWM supports tax registration being included as part of the review of fit-and-proper person test for waste permits.  This ties in well to the current changes being proposed in the Defra and Welsh Government Waste Crime and Persistent Poor Performance consultation.

For exemptions from Environmental Permitting this requirement would need to be a change in regulation as there is no current obligation in the exemption to report this.

Under the current Carriers, Brokers and Dealers registration there is no requirement to report this information – so it would need a change in regulation.  There is an indication that the current system for Carriers, Brokers and Dealers is to be reviewed and CIWM supports this and suggests the tax registration is a key requirement that is included in the review outcome.

Question 4: please comment on the proposed process for introducing tax checks into new licences.  How effective would it be in promoting registration?  How easily could the required changes be introduced into licensing processes?  Please provide details of any additional one-off and ongoing costs that might be incurred. 

CIWM believes that for waste management the issue of trading might need to be considered in detail.  An application for an Environmental Permit for waste management is unlikely to be a speculative or preliminary step for possible future use.  The applicant will also have applied for/secured planning permission, insurance, plant/site design and other detailed preparations.  As such it is relevant to ask for proof of registration for tax purposes at the time of the application.  This is important as much site-based waste crime occurs at facilities that appear to be operating within the law and appropriately permitted.

Question 5: please provide evidence on the likely effectiveness of these proposals in motivating more applicants to register with HMRC.

CIWM is not exactly sure how these proposals will motivate more applicants to register.  Those that would operate as a legitimate operator are likely to be legitimate regardless.  If these proposals make it easier for HMRC to find those that do not comply then CIWM can see these being more effective.

Question 6: please provide further evidence on the suitability of the options described for verifying the tax-registration status of people applying for licences.  If evidence of an applicant’s registration status is generated through personal or business tax accounts, how could applicants transfer this to a licensing authority in a secure and efficient way?  If evidence is generated through use of documentation, how could applicants transfer this to a licensing authority in a secure and efficient way?  Would an option be needed for those who do not engage digitally with HMRC? 

CIWM believes that submission of proof of registration for taxation purposes at the application and renewal stages for permits should not be a significant burden on the businesses involved.  Clearly the regulators will need secure systems for receipt and management of the information, including systems to accommodate businesses not engaging digitally with HMRC.

Question 7: How frequently would applicants have a permissible reason for not being registered in the sectors outlined in chapter 2?  If applicants have a permissible reason for not being registered, how should they be able to demonstrate this in order to obtain the licence?  How can HMRC ensure that any process is simple for applicants and licensing authorities to administer? 

Waste crime is unusual in that large profits can be made very quickly by illegal operators.  Unlike other industries covered in this proposal problems of illegal/criminal activity are much greater that operation within the ‘black economy’.  The materials managed, for example, can be described and mis-described as ‘standard’ or ‘low’ rate for landfill tax (involving an £83.60 per tonne difference in tax), or as ‘hazardous’/’non-hazardous’ (involving potentially hundreds of pounds per tonne difference in management cost).  These make potentially very rapid illegal profits very attractive to organised and opportunistic criminals.  The potential gains mean that criminals will go to great lengths to appear to be bona-fide businesses – including proper registration for taxation as well as environmental permits and registrations as needed.  CIWM has therefore urged Government to raise the ‘barriers to entry’ into this sector through careful checks and proof of competence to operate, at the application stage and were disappointed NOT to see this proposal for waste carriers and brokers in the current Waste Crime and Persistent Poor Performance consultation in England and Wales.  Requirements for proof of registration for tax at the application stage would therefore be one step towards stopping waste crime before it can start but CIWM warns that other checks and qualifications should be applied.

Question 8: Should licensing authorities refuse to process licences where no evidence is provided to verify an applicant’s declaration that they are registered for tax? 

[bookmark: _GoBack]Yes.

Question 9: Please comment on data powers that might be needed to support the tax-registration checks described in this chapter. 

CIWM has no comment.

Question 10: please comment on the circumstances in which HMRC could disclose relevant information back to a licensing authority.  What action would licensing authorities wish to take in these cases?  Are there circumstances in which licensing authorities would wish to be informed about a licence holder engaging in tax non-compliance, beyond a failure to register for tax? Please describe what these would be. 

There should be a close working relationship between the environmental regulators and HMRC to exchange information relating to illegal tax evasion activities.  This liaison should extend to other regulators, including the police given the broad range of illegal crime activities (including modern slavery) which can be associated with waste crime.

Question 11: What one-off and ongoing costs and administrative burdens do you think will arise as a result of this proposal? Please provide evidence on the extent to which these proposals would minimise additional administrative burdens for licensing bodies?

Given that businesses must register for taxation purposes CIWM does not see any additional costs – either one-off or on-going – for businesses concerned.  CIWM can see that the regulators’ staff will require additional training if these changes are made but CIWM assumes the cost of doing so would be modest.

Question 12: Are there any extra steps or safeguards that should be considered, particularly for customer groups who may find it difficult to provide proof that they are registered for tax?

No.

Question 13: Do you agree that the proposals set out in chapter 3 strike an appropriate balance between the need to safeguard customer privacy and to address risks posed by the hidden economy? Are there any different or additional safeguards that the government should consider? 

CIWM believes this is a good working balance.

Question 14: please provide evidence on the extent to which these proposals would minimise administrative burdens for licensing authorities. Are there any extra steps or safeguards that should be considered? 

CIWM has no comment.

Question 15: Please describe appeal mechanisms that would, or should, apply in relation to the proposals detailed in chapter 3. Please describe any additional one-off and on-going costs or any administrative burdens associated with these proposals, and how these could be kept to a minimum.

CIWM has no comment.
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