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ACS (the Association of Convenience Stores) welcomes the opportunity to respond to HM 
Treasury’s consultation on the tax treatment of heated tobacco products. ACS is a trade 
association, representing 33,500 local shops across the UK, including the Co-Op, Spar UK, 
Nisa Retail and thousands of independent retailers. More information about ACS can be 
found in Annex A.  
 
Tobacco is an important product category for convenience retailers, representing on average 
15.4% of sales in the UK convenience market1. Retailers work hard to ensure they retail 
these products responsibly through enforcing age restricted sales policies such as Challenge 
25, to ensure that no one underage can buy tobacco products. 
 
We welcome HM Treasury’s consultation to include the heated tobacco category within the 
scope of the Tobacco Products Duty Act 1979. While heated tobacco is unlike conventional 
tobacco, tobacco duty should still be applied. Including it as a new category in the Act will 
provide certainty for retailers about the duty heated tobacco products are liable for.   
 
At the present time, the heated tobacco category is still in its early stages and has yet to 
enter the convenience retail market. Only one producer has brought heated tobacco 
products to market, which retails at £89 for the electronic device to heat the tobacco and 
£37.50 for 5 packs of 20 tobacco refills2. We expect as the category develops, with higher 
awareness about the category, and more products brought into the market, that the category 
will enter the convenience retail market.  
 
ACS has responded to the relevant consultation questions below: 

 
Question 1: Is introducing a new category in the Tobacco Products Duty Act 1979 the 
best way to capture heated tobacco products for duty purposes? If not, how should 
heated tobacco products be captured? 
 
Yes, we believe that heated tobacco products should be a new category under the Tobacco 
Products Duty Act 1979. Creating a new tobacco duty category means that heated tobacco 
products will be taxed similarly to other tobacco products.  
 
Question 2: Are you aware of any current, or planned, heated tobacco products which 
would not fit into these categories? 
 
We do not have any information relating to current or planned heated tobacco products 
which would not fit into the category. However, the heated tobacco category is still in early 
development, and as such, should be defined wide enough so it may incorporate future 
heated tobacco products as the category grows and develops in the future.  
 
Question 3: Do these criteria accurately define and capture both current and planned 
heated tobacco products? Are there any criteria which should not be included in a 
definition? 
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https://www.iqos.co.uk/catalogue


 
We believe the definition is appropriate. However, consideration should be made to ensure 
that the definition of the category is broad enough to capture the entirety of the market, but 
not too broad that it could incorporate other tobacco categories.  

 
Question 4: Are there any products other than heated tobacco products that could be 
captured by this definition? 
 
While tobacco flavoured e-cigarettes are not intended to be caught up in the definition, we 
would encourage HM Treasury to provide a note in future guidance that the definition 
“consists of or includes tobacco” does not extend to tobacco flavoured e-cigarettes. 
 
Question 11: Do you agree that a heated tobacco duty category should only capture 
the tobacco capsule used in devices, rather than devices themselves? 
 
We agree that the heated tobacco duty category should only capture the tobacco capsule 
used in the device rather than the device itself. While the duty rate of other tobacco products 
(except cigarettes) is calculated by the net weight of the whole product, we do not believe 
that this should be the case for the heated tobacco category.  
 
If duty is applied to the electronic device used to heat the tobacco, the duty rate for the 
heated tobacco category would be significantly higher than the rate of any of the other 
tobacco duty categories. Moreover, we do not believe it is appropriate to place a tobacco 
duty tax on a device that does not contain tobacco.  

 
Question 12: Do you agree that weight is the best way to calculate the duty on heated 
tobacco? 
 
We agree that weight is the best way to calculate duty on heated tobacco. Weight is the 
most widely used way to calculate the duty of tobacco products, for example, both hand-
rolling tobacco and other smoking tobacco categories’ duty is based on weight.   

 
Question 14: Are there any other factors that the government should consider in 
deciding the regime for calculating the duty on heated tobacco products? 
 
The government should consider that heated tobacco will not compete in the tobacco market 
in the same way as conventional tobacco. Unlike conventional tobacco products, heated 
tobacco is a considerable investment for a first time-user. Currently, the only electronic 
devices to heat the tobacco available in the UK market cost £89.003.  With tobacco capsule 
refills available at £37.50 for 5 packs of 204.  
 
Given the current cost of heated tobacco products and the early stages of the category’s 
development, we believe the government should monitor how the category reacts once duty 
has been applied before considering further taxes such as the tobacco duty escalator. 
Additional regulations and taxes on a new product category could price it out of the tobacco 
market and hamper its development.   
 
Question 15: Would there be any difficulties administering the regime in this way? 
 
We do not anticipate any difficulties administrating the regime this way, however, it should 
be a similar format to the administration of existing tobacco duty categories.  
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Question 18: Thinking about the UK in particular, what is the current size of the 
market for heated tobacco products (in terms of units sold and amount of tobacco per 
unit)? How do you expect this will develop over time? 
 
The heated tobacco category has yet to enter the convenience retail market, however, we 
expect that as the category develops, this will change. When the heated tobacco category 
enters the retail market, it will be a commercial decision by each convenience retail business 
whether to sell heated tobacco products.  
 
ACS has mechanisms in place to consult with the convenience sector and can offer HM 
Treasury the opportunity to pose a question in the ACS Voice of Local Shops survey 
(VOLS). VOLS is conducted every three months, which is a multiple-choice phone survey of 
1,210 independent convenience store retailers. The survey provides the opportunity for ACS 
to ask policy related questions to obtain an insight into the perspectives of independent 
retailers. If HM Treasury would find it useful, we can also consult with members as the 
market develops to determine how many convenience retailers have decided to sell heated 
tobacco products. 
 

For more information on this submission, please contact Julie Byers, ACS Public 

Affairs Manager by emailing Julie.Byers@acs.org.uk or calling 01252 515001.
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