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Executive Summary

This report sets out the opportunity for North Lanarkshire Council to host up to two full-time
Fair Trading Officers within a Scottish lllegal Tobacco team as part of a national initiative
aimed at tackling the growing problem of illicit tobacco in our communities. Hosting these
officers will strengthen North Lanarkshire’s role in a coordinated, Scotland-wide approach
to enforcement, intelligence sharing, and partnership working, ensuring that local and
national objectives are met effectively.

The report also outlines the strategic benefits this initiative brings, including enhanced
collaboration with key partners such as HM Revenue and Customs (HMRC), Police
Scotland, and other Scottish local authorities. In addition, it highlights the service’s ongoing
interventions to disrupt illegal tobacco supply chains and reaffirms Trading Standards’
statutory responsibilities under Section 93 of the Trade Marks Act 1994 and other
applicable consumer product safety legislation. By supporting this proposal, North
Lanarkshire Council will effectively contribute to reducing harm in our communities and
strengthening enforcement against organised criminality linked to illicit tobacco.

The full cost of providing the 2 full time officers will be paid for from a grant funding
agreement between HMRC and the Society of Chief Officers of Trading Standards for
Scotland (SCOTSS) based on the sum of £150,000 per year.

Recommendations

North Lanarkshire Trading Standards is best placed to deliver a scalable, efficient, and
consistent central support function for the Scottish lllegal Tobacco team. The proposed
hosting arrangements satisfy national Operation CeCe requirements (agreed between
HMRC and SCOTSS) and enable enhanced operational performance.

Is it recommended that the Environment and Climate Change Committee:

(1) Acknowledge the strategic importance of North Lanarkshire Council’s hosting role
for the project duration;

(2) Agrees for North Lanarkshire Council to formally host up to two full-time Fair-
Trading Officers within the Scottish lllegal Tobacco team for a project duration of a
minimum of three years from 1 April 2026;
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(3) Supports the integration of a Scottish lllegal Tobacco team into the North
Lanarkshire Trading Standards service to deliver our objectives, alongside those of
colleagues in other Scottish local authority Trading Standards Services (SLATS),
by continuing and expanding enforcement efforts to combat the illicit supply of
illegal tobacco products in our communities.

(4) Endorses continued collaboration with HMRC, Police Scotland, SLATS and
SCOTSS and the new role of North Lanarkshire Trading Standards in contributing
to this; and

(5) Acknowledge that, if agreed, the Assistant Business Manager, Trading Standards
and Finance colleagues will agree the terms of the funding agreement between
North Lanarkshire Council, HMRC and SCOTSS.

The Plan for North Lanarkshire
Priority Improve the health and wellbeing of our communities
Ambition statement  (14) Ensure the highest standards of public protection

Programme of Work  All Programmes of Work
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Background

The UK has some of the highest tobacco taxation levels globally, aiming to discourage
smoking by making tobacco products less affordable. The principal aim of this is to
reduce the levels of tobacco use across the UK because of its detrimental impact on
health. The Scottish Government’s stated policy aim is a ‘Smoke-free Scotland by 2034’
and its approach has contributed to a decline in smoking rates. However, the availability
of illegal tobacco poses a significant challenge to these efforts. This unscrupulous illicit
trade offers a low-cost alternative that undercuts legitimate businesses. It also makes
tobacco more affordable to the public, including young people, who might otherwise be
discouraged from smoking due to the high financial cost.

In a strategic change set out by HM Treasury in 2020, there was a recognition that this
illicit trade was an enforcement priority for both local authority Trading Standards
services and HMRC. The Treasury announced new funding for both with the
proposition that HMRC focusses its efforts on importation, manufacture and
wholesaling of illegal tobacco products whilst Trading Standards services concentrate
their efforts on retail level supplies. This led to the creation of Operation CeCe by
Trading Standards.

In Scotland, Operation CeCe has evolved into a national initiative jointly led by
SCOTSS and HMRC. The project’s aim is to support local authority Trading Standards
services in their work against the illicit trade in tobacco by providing funding,
intelligence, co-ordination, and training, as well as access to tobacco detection dogs. It
has been active since 2021 with funding being provided by HMRC. It is aimed at
disrupting the supply and distribution of illegal tobacco at retail level whilst, at the same
time, gathering intelligence on those concerned in the illicit trade. This has proven to
be so successful that HMRC proposed increasing the funding for a three-year period
from April 2026 to expand the project, hence this proposal to create two new Fair
Trading Officer posts dedicated to illicit tobacco enforcement nationally.

In 2024-25, Scottish local authority Trading Standards services carried out 66
operations, resulting in the seizure of approximately 1.41 million counterfeit and/or non-
compliant cigarettes and 458 kg of hand-rolling tobacco (HRT). The duty evaded on
these products is estimated at around £750,000 for cigarettes and £250,000 for HRT.
By comparison, there have already been 64 operations across Scotland in 2025/26.
North Lanarkshire Trading Standards has played a significant role in Operation CeCe
since its inception, seizing 172,208 sticks of illicit tobacco and 33 kg of HRT from 34
premises since 1 April 2024.

Another key outcome of this work is the significant volume of intelligence gathered by
Trading Standards enforcement officers on illicit retail trading activity. This intelligence
plays a crucial role in shaping and directing enforcement operations across Scotland,
ensuring resources are targeted where they will have the greatest impact. In particular,
it has helped identify Serious Organised Crime Group (SOCGs) in Scotland involved in
the illicit tobacco trade. The intelligence is shared with HMRC where it has been used
to excellent effect in supporting their investigations and enforcement actions.

In recognition of this success, HMRC proposed that Trading Standards' teams should
be given access to its Tobacco Track and Trace technology. This is a system whereby
every legitimate packet of cigarettes and HRT is marked with a unique serial number
and a traceable security mark. This allows tobacco to be tracked from its point of
manufacture, right through the supply chain to the point of retail. This also ensures the
correct duty is paid on all legitimate tobacco products. These requirements are set out
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in the Tobacco Products (Traceability and Security Features) Regulations 2019 (the
‘2019 Regulations’).

Illegal tobacco products do not have such markings and with access to the mobile
technology, Trading Standards can identify such non-compliant packets in the field. In
2023, the 2019 Regulations were amended to allow Trading Standards services access
to this technology. In addition, the 2019 Regulations provide Trading Standards with an
information disclosure gateway whereby seizures of illegal tobacco products may be
reported to HMRC where these products also contravene the security requirements of
the 2019 Regulations. This is what is now referred to as the Sanctions regime.

Under the Sanctions regime, Trading Standards services have enhanced enforcement
powers to allow case files to be referred to HMRC with a view to the application of civil
penalties of up to £10,000 for those found to be supplying tobacco products which do
not comply with the 2019 Regulations. The penalty banding is based on the volume of
product seized from the retailer and the number of previous contraventions. Appendix
A explains the Tobacco Track and Trace Security System in more detail. To get access
to the Track and Trace system, the local authority must have signed the HMRC
Memorandum of Understanding (MOU) for the exchange of information to facilitate
Sanctions referrals under the 2019 Regulations. We signed this MOU in 2023.

As of December 2025, since the introduction of this regime, 616 Sanction referrals have
been made to HMRC by 57 local authority Trading Standards services across Great
Britain (GB). This has resulted in HMRC issuing 237 penalties totalling £1,322,500. Of
these, 38% have been referred by SLATS, demonstrating that Scottish local authorities
lead the way in the use of the Sanctions regime. North Lanarkshire Trading Standards
has played a significant role in this success, submitting 33 referrals, which have
resulted in £100,000 in penalties issued, with a further £65,000 in penalty outcomes
pending.

Following these successful outcomes across Scottish local authorities, including North
Lanarkshire, we seek agreement for North Lanarkshire Council to recruit two Fair
Trading Officers to operate as a Scottish lllegal Tobacco team, to work with other
SLATS, including our own service here in North Lanarkshire, to carry out and co-
ordinate enforcement activity, intelligence sharing, and multi-agency engagement.

2.1

2.2

Report

The team of up two full-time officers will be dedicated to Operation CeCe and will carry
out tobacco seizure and illicit tobacco supply disruption visits across Scotland. This will
include assisting North Lanarkshire Trading Standards staff in delivering their work
within our jurisdictional area, assisting the extant complement of our officers in
conducting visits and investigations within the council area as additional resources are
required. They will also be responsible for submitting sanctions referrals to HMRC, in
accordance with any operational plan agreed with participating local authorities.

The funding for this initiative is secured through a grant agreement between HMRC and
SCOTSS, providing a robust financial framework to support delivery. The funding
period runs from 1 April 2026 to 31 March 2029 and is based on £150,000 per year.
HMRC will pay SCOTSS quarterly in arrears, and North Lanarkshire, as the hosting
authority, will receive payment from SCOTSS on the same basis. Depending on the
successful candidates, salary placement will vary, although cost modelling has been
calculated at the top of the scale. As no officers are yet in post, no funding has been
claimed.
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The estimated cost of providing up to two full-time officers is approximately £149,860
per year. This figure includes funding for equipment (paid in the first year and accrued
for subsequent years), travel expenses, overtime, and an annual management fee to
cover our administration and oversight responsibilities. A detailed breakdown of costs
is provided in Appendix B.

The successful candidates will be offered full time contracts until 31 January 2029 to
allow for some available funding for any potential redundancy costs, should HMRC
choose not to continue this funding after March 2029.

The Fair Trading Officers dedicated to illicit tobacco enforcement in this new team will
be line managed one of our Senior Trading Standards Officers. They will be expected
to demonstrate initiative and the ability to work independently, in line with the standards
and practices of the Trading Standards team. A joint governance structure will be in
place between North Lanarkshire Trading Standards and SCOTSS. The officers will be
authorised by North Lanarkshire Council for the relevant legislation, including cross-
border work with other SLATS authorities.

Objectives:

Disruption visits: The focus of the team will be to increase disruption and seizure
visits across Scotland. In authorities where there has been limited or no Operation
CeCe activity, they will communicate with individual local authorities and agree an
operational plan for carrying out relevant visits, including raids and seizures of illicit
tobacco. This will include training local authority staff in the equipment and techniques
used in Operation CeCe work.

Resource Enhancement: Where resource limitations initially exist or the operational
needs dictate, the officers will work with respective local authority Trading Standards
services to support their planned operations, offering an additional resource to assist
with building capacity and sharing expertise.

HMRC - Communication and Operations: Develop operational links with and be the
point of contact for HMRC to enhance support for the operations conducted by the
team, and jointly with SLATS.

Intelligence Gathering to identify patterns and hotspots of illegal activity. Where
practical and there is identified need, officers may use their time to gather intelligence
through test purchasing and covert surveillance, etc. This may be for the benefit of the
national team or carried out at the request of SLATS.

Annual Plan: The team will operate in accordance with the annual plan agreed with
SCOTSS and North Lanarkshire Trading Standards. This plan will outline specific
performance indicators that the team is expected to meet, ensuring accountability and
measurable performance and progress throughout each year.

Strategic Benefits

e Enhanced capacity for tackling illicit tobacco at a regional and national level.

¢ Improved intelligence sharing and operational coordination.

e Strengthened partnership working across local authorities and partner enforcement
agencies.

e Increased visibility and deterrence of illicit tobacco activity across the whole of
Scotland.

e Support for local enforcement teams through specialist expertise and resources.



3.1

3.2

3.3

3.4

3.5

3.6

3.7

Measures of success

Increased enforcement activity across Scotland, demonstrated by a measurable rise in
disruption visits and seizures of illicit tobacco products compared to previous years.

Enhanced intelligence gathering capabilities, evidenced by the volume, quality, and
actionable nature of intelligence shared with HMRC, SLATS, and other enforcement
partners.

Effective coordination of enforcement efforts across SLATS, reflected in the number of
joint operations and collaborative investigations undertaken.

Growth in sanctions referrals submitted to HMRC and corresponding penalties issued
under the Sanctions regime, indicating robust enforcement outcomes.

Strengthened inter-agency collaboration, measured by engagement with HMRC, Police
Scotland, and other partners, and the successful delivery of multi-agency operations.

Increased capacity within local Trading Standards teams through training, operational
support, and resource enhancement provided by the hosted officers.

Delivery of the agreed annual operational plan with SCOTSS and North Lanarkshire
Trading Standards, including achievement of defined performance indicators.
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Supporting documentation
Appendix A — HMRC Track and Trace System.

Appendix B — Breakdown of costs to be funded by HMRC for 2 officers over a 3-year
period.

2yt

Lyall Rennie
Chief Officer (Community Operations)




5.

Impacts

5.1 Public Sector Equality Duty and Fairer Scotland Duty
Does the report contain information that has an impact as a result of the Public Sector
Equality Duty and/or Fairer Scotland Duty?
Yes O No
If Yes, please provide a brief summary of the impact?
If Yes, has an assessment been carried out and published on the council’'s website?
https://www.northlanarkshire.gov.uk/your-community/equalities/equality-and-fairer-
scotland-duty-impact-assessments
Yes O No O
5.2 Financial impact
Does the report contain any financial impacts?
Yes O No
If Yes, have all relevant financial impacts been discussed and agreed with Finance?
Yes O No O
If Yes, please provide a brief summary of the impact?
5.3 HR policy impact
Does the report contain any HR policy or procedure impacts?
Yes O No
If Yes, have all relevant HR impacts been discussed and agreed with People
Resources?
Yes O No O
If Yes, please provide a brief summary of the impact?
5.4 Legal impact
Does the report contain any legal impacts (such as general legal matters, statutory
considerations (including employment law considerations), or new legislation)?
Yes O No
If Yes, have all relevant legal impacts been discussed and agreed with Legal and
Democratic?
Yes O No O
If Yes, please provide a brief summary of the impact?
5.5 Data protection impact
Does the report / project / practice contain or involve the processing of personal
data?
Yes O No
If Yes, is the processing of this personal data likely to result in a high risk to the data
subject?
Yes O No O
If Yes, has a Data Protection Impact Assessment (DPIA) been carried out and e-
mailed to dataprotection@northlan.gov.uk
Yes | No O
5.6 Technology / Digital impact

Does the report contain information that has an impact on either technology, digital
transformation, service redesign / business change processes, data management,
or connectivity / broadband / Wi-Fi?

Yes O No

If Yes, please provide a brief summary of the impact?
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Where the impact identifies a requirement for significant technology change, has an
assessment been carried out (or is scheduled to be carried out) by the Enterprise
Architecture Governance Group (EAGG)?

Yes O No O

5.7

Environmental / Carbon impact

Does the report / project / practice contain information that has an impact on any
environmental or carbon matters?

Yes O No

If Yes, please provide a brief summary of the impact?

5.8

Communications impact

Does the report contain any information that has an impact on the council’s
communications activities?

Yes O No

If Yes, please provide a brief summary of the impact?

5.9

Risk impact

Is there a risk impact?

Yes O No

If Yes, please provide a brief summary of the key risks and potential impacts,
highlighting where the risk(s) are assessed and recorded (e.g. Corporate or Service
or Project Risk Registers), and how they are managed?

Following the presumed end of the initial 3year project period there could be potential
redundancy costs; these will be managed within the envelope of the agreed funding.
The funding terms have still to be agreed but will be assessed by the Heads of
Protective Services and Finance to ensure that any risk is mitigated.

5.10

Armed Forces Covenant Duty

Does the report require to take due regard of the Armed Forces Covenant Duty (i.e.
does it relate to healthcare, housing, or education services for in-Service or ex-
Service personnel, or their families, or widow(er)s)?

Yes O No

If Yes, please provide a brief summary of the provision which has been made to
ensure there has been appropriate consideration of the particular needs of the
Armed Forces community to make sure that they do not face disadvantage
compared to other citizens in the provision of public services.

5.11

Children’s rights and wellbeing impact

Does the report contain any information regarding any council activity, service
delivery, policy, or plan that has an impact on children and young people up to the
age of 18, or on a specific group of these?

Yes O No

If Yes, please provide a brief summary of the impact and the provision that has been
made to ensure there has been appropriate consideration of the relevant Articles
from the United Nations Convention on the Rights of the Child (UNCRC).

If Yes, has a Children’s Rights and Wellbeing Impact Assessment (CRWIA) been
carried out?

Yes O No O




Appendix A
HMRC Track and Trace System

The Tobacco Track and Trace System is a regulatory framework introduced in the UK in 2019
as part of the implementation of the EU Tobacco Products Directive. Although the system
originated in the EU, it continues independently in the UK, under UK specific regulations
following withdrawal from the European Union.

The purpose of the system is to combat the illicit tobacco trade, track the movement of tobacco
products, verify the legitimacy of products sold in the UK and support enforcement efforts
against counterfeiting and smuggled, duty evading tobacco.

How the System works

All cigarettes and HRT manufactured and imported into the UK must carry a Unique Identifier
Code (UID) on each pack.

The UID allows for tobacco to be tracked and traced through the supply chain from the point
of manufacture, including when manufactured out with the UK, through importation and to the
final destination of retail outlets.

Businesses involved in manufacturing, importing, distribution or selling tobacco must register
as Economic Operators and register their facilities i.e. warehouses and/or shops. This is
managed through the Track and Trace Portal.

Scanning is required at the point of arrival and dispatch to and from each facility in the supply
chain up to the first retail outlet.

Enforcement

The Track and Trace system supports enforcement efforts to reduce illegal tobacco in the UK.
It helps regulators protect public health and legitimate businesses by enhancing supply chain
transparency. It provides evidence for HMRC Sanctions and criminal enforcement by Trading
Standards.

The chart below shows the UK cigarette clearances from 2019 to 2025 (in millions of
sticks/individual cigarettes).

UK Cigarette Clearances (2019-2025)
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Source used to produce the chart —
https://www.gov.uk/government/statistics/tobacco-bulletin and
Tobacco statistics background and references - GOV.UK
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Appendix B

Breakdown of costs to be funded by HMRC via SCOTSS

Year 1 — Based on 2026/27 pay award.

2 x Officer Salary (NLC 9, oncosts & | £117,000
overtime)

Equipment £5,000
Management £20,000
Travel Expenses £8,000
Total £150,000

Year 2 & Year 3

2 x Officer Salary (NLC 9, on costs + OT)

£119,340 (presumed pay award 2% of

£117,000)
Management £20,000
Travel Expenses £10,000
Total £149,340 per year




