
 

 

 

 

 

 

 

 

 

 

 

Appendix H: Presentation from August 19, 2025 Meeting 



Tobacco Study: House Bill 
1946/Senate Bill 1060 

August 19, 2025



▸ Introductions

▸ Areas of consensus from prior meeting 

▸ 2 (and ½) potential legislative solutions 

▸ Funding 

▸ Open Forum: Input and Discussion

▸ Next Steps 

Agenda



▸ Senator Adam Ebbin, Senate of Virginia 

▸ Delegate Patrick Hope, Virginia House of Delegates

▸ Benjamin Jones, Chief of Staff in the Office of Senator Adam Ebbin

▸ Dale Farino, Chief Executive Officer of the Virginia Alcoholic Beverage Control Authority (ABC) 

▸ Thomas Kirby, Chief Operating Officer of ABC

▸ John Daniel, Government Affairs Officer and General Counsel of ABC

▸ Leslie Haley, Deputy Attorney General at the Virginia Office of the Attorney General (OAG)

▸ Ian Lichacz, Director of External Affairs at OAG

▸ Sean Thorton, Senior Assistant Attorney General at OAG

▸ Flora Hezel, Senior Assistant Attorney General at OAG

Work Group Participants



▸ Colleen Hughes, Director of the Office of Behavior Health Wellness at the Department of Behavioral 
Health and Developmental Services (DBHDS)

▸ Jason Carlin, Behavioral Health Wellness Consultant, Office of Behavior Health Wellness, DBHDS

▸ James Goodrich, First Sergeant of the Virginia State Police

▸ Tripp Perrin, President of Lindl Government Affairs

▸ Chuck Duvall, President Director & Founding Principal of Lindl Government Affairs

Work Group Participants



Areas of Consensus from July Work Group

Retail Sales of Tobacco 
Products should be regulated 

in Virginia.

A retail enforcement program 
aimed at preventing sales to 
individuals under 21 years of 
age cannot be accomplished 

without a corresponding 
licensing structure for retail 

tobacco products. 

Designated funding is 
required for ongoing 

expenses related to licensing 
and enforcement. 

Greater involvement from 
local law enforcement would 
aid in reducing overall state 

costs.



Challenges

• Uncertainty in the 
number of retailers 
impacts the accuracy 
of estimated expenses.

• No comprehensive list 
of retailer locations 
requiring inspections

• High administrative 
costs tied to state-level 
enforcement

Strategy

• Involve local law 
enforcement as 
possible alternative to 
full state funding 

• Local agencies could be 
funded through civil 
penalties deposited 
into the local treasury

• Delegate fee collection 
and program 
management to 
localities when feasible

Stakeholder Engagement

• Consult key 
associations and 
survey local 
governments

• Potential to reduce 
program staffing and 
overhead

Cost Efficiency & Local Engagement

Challenges and Potential Solutions



2 (and ½) Potential Legislative Solutions



1. Virginia Tax retains Liquid Nicotine licensing; ABC to enforce underage 
restrictions.
1.B Empower local law enforcement to undertake age verification by 
diverting civil penalties collected due to their activities into local treasury.

2. Convert liquid nicotine license to Retail Tobacco Permit administered and 
enforced by ABC.

Potential Legislative Solutions

Potential Legislative Solutions



▸ Maintains Virginia Tax’s Liquid Nicotine 
License per Va. Code § 58.1-1021.04:1(C)

▸ Directs ABC to conduct unannounced age 
verification and communicate violations 
to Virginia Tax 

Option 1: Virginia Tax retains Licensing; ABC to enforce



Intended to address funding concerns regarding ABC 
enforcement activity 

Funds shall be used solely for: 
• ABC License administration and enforcement 

programs 
• Education and training initiatives 
• Retail Inspections
• Unannounced compliance checks 

Disbursement Procedures: 
• Expenditures made by the State Treasurer 
• Based on Warrants issued by Comptroller 
• At the written request of ABC’s Chief Executive 

Officer 

Option 1: Virginia Tax retains Licensing; ABC to enforce



What is paid into the Tobacco Retail Enforcement Fund? 
▸ Va. Code § 59.1-293.12: Amounts received for penalty for underage sales
▸ Va. Code § 59.1-293.19: Amounts received for penalty for refusing to cooperate with an audit 

by the OAG
▸ Va. Code § 59.1-293.20: Amounts received for penalty for failure to be included in OAG 

directory (unless the action is brought by a locality, in which case it is deposited into local 
treasury)

What is not paid into the Tobacco Retail Enforcement Fund? 
▸ All revenue received pursuant to 58.1-1001 and 1018 [cigarette stamping], Article 2.1 of 

Chapter 10 of Title 58.1 [OTP and Liquid Nicotine], and escrow payments pursuant to the 
Master Settlement Agreement (“MSA”) are to be deposited into Virginia Health Care Fund per 
Va. Code § 32.1-366

What comprises the Retail Tobacco Fund?

Option 1: Virginia Tax retains Licensing; ABC to enforce



Associations representing 
Sheriffs and Police Chiefs 
raised concerns regarding lack 
of criminality and issues of 
funding.

Provision allows civil penalties 
to be deposited into local 
treasuries if they were 
received as a result of local 
law enforcement action.

Option 1B: Empower Local Law Enforcement to conduct age verification checks



▸ This option would remove Va. Code § 58.1-1021.04:1(C)(1), which 
creates liquid nicotine license, while retaining Va. Code § 58.1-
1021.04:1(A) & (B) as they related to the OTP distributors license

▸ Creates permitting structure for retail tobacco products akin to ABC 
permit, with permits issued and enforced by ABC 

▸ Closely follows SB 1060 S2, as amended by SFAC on January 29, 2025.

General Points of Interest: 

Option 2: Retail Tobacco Permit issued and enforced through ABC



Va. Code § 4.1-241 would require 
tobacco retailers who operate a tobacco 
retail establishment to obtain a permit 
to sell tobacco products at retail. 

“Tobacco retail establishment” is 
defined to specifically exclude retailers 
selling only cigars and pipe tobacco.  

Should retailers selling only cigars and 
pipe tobacco be exempted from this 
licensing requirement?

Who is required to obtain a license?

Option 2: Retail Tobacco Permit issued and enforced through ABC



Tobacco Retail Permit: Fees

Option 2: Retail Tobacco Permit issued and enforced through ABC

• $100 per application (does not apply to continuation of 
permits).

• Non-refundable.
• Paid at time of filing; the first time.
• Separate from annual permit fee.

Application Fee

• $400 Fee for all other tobacco retail permittees
• Exemption for permittees who hold OTP Distributor’s 

License, Retail Sales and Use Tax Exemption Certificate, 
Cigarette Stamping Agent License. 

• Still requires filing of application

Permit Fee



ABC Permit Fees and Duration
▸ All ABC permits are renewed annually, and fees 

vary based on which permit is being obtained. 
Va. Code § 4.1-231.1 sets fees as follows: 
▸ Commercial Lifestyle center license ($300)
▸ Retail license for on and off premises wine 

and beer ($450)
▸ Retail License for off premises wine and 

beer ($300)
▸ Retail marketplace license ($1,000)

How does a $400 annual fee compare to other license and permit fees?

Option 2: Retail Tobacco Permit issued and enforced through ABC

Virginia Tax License Fees and Duration
▸ ST-10C fee is $50 and lasts for 5 years 

and automatically renews if TP is in good 
standing

▸ Stamping Agent and OTP application fee 
is $600 and lasts for 3 years 

▸ Liquid Nicotine License fee is $400 and 
lasts for 2 years. 



Estimated 10,000 retailer locations 
requiring permit

OTP + 
Stamping 

Agents 
(564 

locations)

ST-10C 
Holders 
(8,043 

individuals)

ABC Permits
(???)

Impact of Exemptions

Option 2: Retail Tobacco Permit issued and enforced through ABC

Will there be enough retailers required to pay the 
annual $400 fee to support the program? 



▸ Requires annual renewal 
▸ Separate permit is required for 

each place of business 
▸ Nontransferable 

Duration of License 

Option 2: Retail Tobacco Permit issued and enforced through ABC



▸ Va. Code § 59.1-293.12 requiring 
unannounced investigations to 
verify retailer is not selling 
tobacco products to individuals 
under 21 years of age is 
recodified in Va. Code § 4.1-255

Underage enforcement provisions

Option 2: Retail Tobacco Permit issued and enforced through ABC



Funding Sources and Concerns



▸ Item 258 (EE) of the 2024 Appropriation Act allocated $658,000 for FY 
2024 and $771,000 for FY 2025 to be used for costs associated with 
implementation of HB 790/SB 582 from the 2024 Session. 

▸ Item 489.10 of the 2025 Appropriation Act allocated $150,000 to ABC 
for costs associated with conducting unannounced investigation of 
retailers selling liquid nicotine to persons under 21 years of age. 

Prior Appropriations to Virginia Tax and ABC to support licensing and 
enforcement 

Potential Funding Sources: Option 1



Potential Funding Sources: Option 2

Initial Funding Sources
Transfer funds

 to help with coverage of startup costs: 

- Existing reserves from Virginia Tax to 
the extent available

- ENDS (“Electronic Nicotine Delivery 
Systems”) Fund disbursements 

Bridging the Startup Gap 
- Legislative appropriations

- Delayed program launch until full 
funds available 

- Treasury Loan

Ongoing Funding Options
- Annual appropriations to sustain 

program

- Annual retailer fees

- Applicable penalties



ABC estimates that it will need: 

▸ $5.3M in initial costs for the 
first year; and

▸ $3.96M every year 
thereafter.  

ABC Tobacco Enforcement and Regulatory Cost Estimate July 2025

Potential Funding Sources: Option 2



▸ A payment of $2,385,406.97 
will be received in December 
2025, pursuant to the 
Consent Judgement resolving 
Virginia vs. JUUL Labs.* 

Funding to Start: ENDS Fund

Potential Funding Sources: Option 2

*As with the entirety of this presentation, this is being explored merely as a potential option for consideration 
by this workgroup. As Virginia Tax does not maintain this fund, it is unclear whether this payment may be 
committed for another purpose. Virginia Tax has no position on how these funds should be used. 



Use of these funds is restricted to 
five enumerated categories, 
including prevention programs 
designed to reduce the use of 
electronic nicotine delivery 
systems by individuals under 21.

Limitations on use of ENDS funds

Potential Funding Sources: Option 2



Budget language allowing for 
ABC to obtain a treasury loan 
would help cover cash flow 

issues during implementation. 

Explore delayed effective date 
to December 2026 to allow 
for additional payment into 

ENDS Fund.

Bridging the Gap

Potential Funding Sources: Option 2



The largest source of funds available to support the ongoing costs of this 
program are the application fees. 

Assuming there are 10,000 tobacco retailers that pay for a license annually and 
the exemptions for tobacco retailers were fully eliminated, the annual 
application fee of $400 appears to be sufficient to cover ongoing costs related 
to the licensing and enforcement program.* However, if we retain the 
exemption for ABC licensees, it would likely not be sufficient. 

Funding for Continuing Costs 

Potential Funding Sources: Option 2

*This statement is based upon ABC’s estimate of $3.96M of ongoing costs, which assume 10,000 retailers in Virginia. 
If all 10,000 retailers paid the $400 fee annually, that would produce $4M in fee revenue annually. However, the actual 
amount of fee revenue may be different due to various factors, including varying compliance levels among retailers. 



▸ Should Option 1, Option 1B, or Option 2 be the recommendation of this 
Work Group? Why?

▸ Should additional funds be diverted to the Retail Tobacco Enforcement 
Fund? If so, which funds?

▸ Are there other funding options available not already discussed? 
▸ Should retailers selling only cigars and pipe tobacco be exempted from 

license requirement? Why?
▸ Are the application fee exemption for OTP Distributors, Stamping Agents, 

ST-10C holders, and ABC permittees necessary? Can any be eliminated?
▸ How could this work with the OAG’s registry process? 

Discussion points 

Open Forum: Input and Discussion



Next Steps

▸ This presentation and all provided handouts will be made available on 
the Virginia Tax webpage for Active Studies and Surveys: 
https://www.tax.virginia.gov/studies-and-surveys 

▸ If you would like to provide written comments on today’s discussion, 
please provide them to Anna Mucha at anna.mucha@tax.virginia.gov 
by August 26.

▸ We will circulate a draft report to work group participants in advance 
of its submission by November 1.

https://www.tax.virginia.gov/studies-and-surveys
mailto:anna.mucha@tax.virginia.gov


Thank You!

James Savage
Tax Legislation Director

james.savage@tax.virginia.gov

Anna Mucha 
Sales and Local Tax Team Lead 
anna.mucha@tax.virginia.gov

Katherine Spivey
Tax Law Analyst

katherine.spivey@tax.virginia.gov
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