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S.198

Introduced by Senators Lyons and Clarkson
Referred to Committee on Econ. Development, Housing & General Affairs
Date: January 6, 2026
Subject: Tobacco; taxation; tobacco products; tobacco substitutes; Department
of Liquor and Lottery; Department of Taxes
Statement of purpose of bill as introduced: This bill proposes to expand the
scope of businesses required to obtain a tobacco license, increase the license
fees, and decouple tobacco licensure from liquor licensure. The bill would
expand the definition of a tobacco substitute to specifically include nicotine
pouches and increase the monetary penalties for selling tobacco products and
tobacco substitutes without a license and for selling these items to minors. It
would eliminate prohibitions on and penalties for minors’ purchase, use, and
possession of tobacco products, tobacco substitutes, or tobacco paraphernalia.
The bill would require contraband tobacco products and tobacco substitutes to
be destroyed at the violator’s expense in compliance with hazardous waste
rules. It would direct that all funds received by the State from violations of
tobacco laws, from tobacco-related settlements, and from increased tobacco
licensing fees be deposited in the Tobacco Trust Fund and used for tobacco
cessation and prevention activities. The bill would require tax stamps for

tobacco substitutes and would impose a higher tax on tobacco substitutes with
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a nicotine concentration of five milligrams or more per gram. The bill would
also create a new investigator position in the Department of Liquor and Lottery
to enforce, and to investigate potential violations of, Vermont laws relating to
direct-to-consumer sales and delivery of alcohol and tobacco products.

Finally, the bill would direct the Departments of Taxes and of Liquor and
Lottery to report on whether responsibility for tobacco taxes and licensure of
wholesale dealers should transition from the Department of Taxes to the

Department of Liquor and Lottery.

An act relating to the regulation of tobacco products and tobacco
substitutes

It is hereby enacted by the General Assembly of the State of Vermont:
CHAPTER 40. TOBACCO PRODUCTS
§ 1001. DEFINITIC

As used in this chapter:

(5) “Tobacco license” means a license issued by g .Division of Liquor

Control under this chapter permitting the licensee to engage in the"¥gportation



10

11

12

13

14

15

16

17

18

19

20

21

BILL AS INTRODUCED AND PASSED BY SENATE AND HOUSE S.198
2026 Page 3 of 59

oth@wise intended for use with a tobacco substitute, or tobacco paraphernalia.

% ok %

(8)(A\, “Tobacco substitute” means produets;-ineluding any product that

meets all of thé®ollowing conditions:

1) Th&product is manufactured from, is derived from, or contains

tobacco or nicotine, witgther natural or synthetic, including nicotine alkaloids

and nicotine analogs.

(i1) The product isatended for human consumption by smoking

chewing, inhaling, sucking, absorbMgg, or consuming in any other manner.

(ii1) The product is not a t&Racco product, as defined in this

section.

(B) The term “tobacco substitute” incigdes electronic cigarettes o

and other electronic or battery-powered devices; th3 contain or are designed to
deliver nicotine or other substances into the body throuh the inhalation of
vapor and that have not been approved by the U.S. Food ar{ Drug

Administration for tobacco cessation or other medical purposesi§ The term also

includes nicotine pouches and any liquids, whether nicotine based & not, and

delivery devices sold separately for use with a tobacco substitute.

(C) Cannabis products as defined in section 831 of this title or
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tob¥¢co substitutes.
§ 10028LICENSE REQUIRED; APPLICATION; FEE; ISSUANCE

(a)(1) ept as provided in subsection (h) of this section, no person shall
engage in the rcWgil sale of tobacco products, tobacco substitutes, or tobacco
paraphernalia in the¥gerson’s place of business without a tobacco license
obtained from the Divislgn of Liquor Control.

(2) No person shall effgage in the retail sale of tobacco substitutes
without also obtaining a tobacco%gubstitute endorsement from the Division of
Liquor Control.

(3) Tobacco licenses and tobacco Sgbstitute endorsements shall expire at
midnight, April 30, of each year.

(b)(1) The Board shall prepare and issue toba8go license and tobacco

substitute endorsement forms and applications. Thesdghall-be-ineorpeors

title:
(2) The licenses issued under this section shall be entitled “BRIQUOR
LICENSE;” « > or “TOBACCO LICBRSE,”

as applicable. The endorsements issued under this section shall be entitled
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des¥gned to assist them in complying with the provisions of this chapter.

(c) Wach tobacco license and tobacco substitute endorsement shall be
prominent[§displayed on the premises identified in the license.

(d)(1) For Mlicense or endorsement required under this section, a person
shall apply to the 18gislative body of the municipality and shall pay the
following fees:

(A) to the Divisiol of Liquor Control, the applicable liquor license
fee provided in section 204 of Ms title for a liquor license and a tobacco
license;

(B) to the legislative body of ¥ge municipality, a fee of $16-60
$1.000.00 for a tobacco license or renewal dgnd

(C) to the legislative body of the murfgipality, a fee of $56-00
$1,000.00 for a tobacco substitute endorsement as fgovided in subdivision
(a)(2) of this section.

(2) The municipal clerk shall forward the applicatioffo the Division,
and the Division shall issue the tobacco license and the tobaccO¥gubstitute
endorsement, as applicable, and shall forward all fees to the Comni¥gsioner for
deposit in the Liquor Control Enterprise Fund.

(e) A person who sells tobacco products, tobacco substitutes, or tobaccd

PDdl dPIIC dl d W UU U Ld 2 d Uld U C C dllU d Uld U UU LLLC
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mislemeanorand-fined subject to a civil penalty of not more than $200-00

$2,000.8Q for the first offense and not more than $500-:00 $5,000.00 for each
subsequent Offense.
(f) No indivi8gal under 16 years of age may sell tobacco products, tobacco

substitutes, or tobacc@paraphernalia.

&

(g) No person shall erffgage in the importation, distribution, wholesale sale,

or retail sale, or a combinatiorof these, of tobacco products, tobacco

substitutes, substances containing Mgcotine or otherwise intended for use with a
tobacco substitute, or tobacco parapherfglia in the State unless the person is a
licensed wholesale dealer as defined in 32 WS.A. § 7702 or has purchased the
tobacco products, tobacco substitutes, substancé§containing nicotine or
otherwise intended for use with a tobacco substitute ¥gr tobacco paraphernalia
from a licensed wholesale dealer.

(h) This section shall not apply to a cannabis establishmefiglicensed
pursuant to chapter 33 of this title to engage in the retail sale of c#gnabis
products as defined in section 831 of this title but not engaged in the s¥e of

tobacco products or tobacco substitutes.
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[Repealed.]

§ 1007. FURNISHING,TOBACCO TO PERSONS INDIVIDUALS UNDER

21 YEARS OF A§E; PENALTIES; REPORT

(a) A person that sells or fulgishes tobacco products, tobacco substitutes, or
tobacco paraphernalia to a person tgder 21 years of age shall be subject to a
civil penalty of not more than $300:00%1.000.00 for the first offense and net

more-than-$500-00, for any subsequent oft&gse, a civil penalty and license

suspension or revocation as set forth in subdivi%on (b)(2) of this section. An

action under this section shall be brought in the sarl§¢ manner as for a traffic
violation pursuant to 23 V.S.A. chapter 24 and shall be¥grought within 24
hours ef following the occurrence of the alleged violation.

(b)(1) The Division of Liquor Control shall conduct or con¥act for
compliance tests of tobacco licensees as frequently and as comprelignsively as
necessary to ensure consistent statewide compliance with the prohibitidig on

sales to persons under 21 years of age of at least 90 percent for buyers who¥gre
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thiskgtle.

(M, Any violation by a tobacco licensee of subsection 1003(a) of this
title and or Wais section after a sale violation or during a compliance test
conducted with¥g six months ef after a previous violation shall be considered a

multiple violation Md shall result in the following civil penalties and

minimum license suspeRsion suspensions or license revocation, in addition to

any other penalties availabMyunder this title—Mintmum-lieense-suspenstons-for

N e O on h o c ad aX il Pa
v, v 1O01Tat1o cl O cl v nwieare OT1IO VvV

(A) twe-vielatiens secondfyiolation: suspension for two consecutive

weekdays and $1,000.00 civil penalty;

(B) three-vielations15-day third Wolation: suspension for 15

consecutive days and $2.000.00 civil penalty;

(C) fourvielations-90-day fourth violatio¥g suspension for 90

consecutive days and $3,500.00 civil penalty; and

(D) five-vielations—one-year-suspenston fifth violgtion: revocation

of license and $5.000.00 civil penalty.

% ok %

§ 1009. CONTRABAND AND SEIZURE

(a) Any cigarettes or other tobacco products or tobacco substitutes that
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V.SM. § 1919, and any commercial cigarette rolling machines possessed or
utilized%g violation of section 1011 of this title, shall be deemed contraband
and shall be%ubject to seizure by the Commissioner, the Commissioner’s
agents or emploYges, the Commissioner of Taxes, or any agent or employee of
the Commissioner oflaxes, or by any law enforcement officer of this State

when directed to do so b%the either Commissioner or by the Department of

Liquor and Lottery. All cisdiettes-or-other-tobacco-produets items seized

under this subsection shall be deSigoyed at the expense of the violator, and

disposition shall be in compliance with the Agency of Natural Resources,

Hazardous Waste Management Regulatios (CVR 12-032-001).

(b)(1) Any person in possession of proper¥ considered contraband under
this section shall be fined not more than $1,000.08nor less than $500.00 per
item.

(2) Any vehicle, aircraft or watercraft, or other conWgyance in which
property considered contraband under this section is found ma%be seized and
subject to forfeiture and condemnation pursuant to sections 570 an§572-574
of this title.

§ 1010. INTERNET SALES
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sniif, tobacco substitutes, substances containing nicotine or otherwise intended
for useWyith a tobacco substitute, or tobacco paraphernalia, ordered or
purchased By mail or through a computer network, telephonic network, or
other electronidetwork, to be shipped to anyone other than a licensed
wholesale dealer offgetail-dealer in this State.

(c) No person shall¥gvith knowledge or reason to know of the violation,
provide substantial assistar§¢ to a person in violation of this section.

(d) A violation of this secti® is punishable as follows:

(1) A knowing or intentionalyiolation of this section shall be
punishable by imprisonment for not mde than five years or a fine of not more
than $5,000.00, or both.

(2) In addition to or in lieu of any other &vil or criminal remedy
provided by law, upon a determination that a persohas violated this section,
the Attorney General may impose a civil penalty in an nount not to exceed
$5,000.00 for each violation. For purposes of this subsecti®g, each shipment
or transport of cigarettes, roll-your-own tobacco, little cigars, efsnuff, tobacco
substitutes, substances containing nicotine or otherwise intended foluse with a

tobacco substitute, or tobacco paraphernalia shall constitute a separate

violation.



10

11

12

13

14

15

16

17

18

19

BILL AS INTRODUCED AND PASSED BY SENATE AND HOUSE S.198
2026 Page 12 of 59

U v, vV D/ W, UL}Y AN D/ W,

SUBSTITUTES PROHIBITED

No pesson shall market, promote, label, brand, advertise, distribute, offer

for sale, or scW a tobacco product or tobacco substitute by:

(1) imitatir¥g a product that is not a tobacco product or tobacco

substitute, including:

(A) a food or bragd of food commonly marketed to minors, including

candy, desserts, cereal, and beWgrages:

(B) school supplies comn¥nly used by minors, including erasers

highlighters, pens, and pencils;

(C) _portable devices, including snMrtphones., smartwatches, video

games or video game consoles, and inhalers; and

(D) a product based on or depicting a char®ter, personality, or

symbol known to appeal to minors, including a celebrity’dg character in a

comic book, movie, television show, or video game; or a mythcal creature;

2) concealing the nature of the tobacco product or tobacco%gubstitute;

(3) using terms for, describing, or depicting a product described in
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Bhe Department of Liquor and Lottery shall have the same powers and

authoritk to enforce the provisions of this chapter as the Department has for

enforcememyof laws relating to alcoholic beverages under this title.

§ 1015. USE G FUNDS FROM LICENSING FEES., PENALTIES, AND

SETTLEMENTS

All penalties collect®g from violations of this chapter, all monies received

by the State from settlemerMg based on violations or alleged violations of

Vermont laws relating to tobac®, and all revenue generated from licensing

fees established in this chapter thatxceed the amounts necessary for

administration and enforcement of this"ghapter shall be deposited in the

Tobacco Trust Fund established in 18 V.S. A § 9502 and used for tobacco

cessation and prevention activities.

Sec. 2. 3 V.S.A. § 167a is amended to read:
§ 167a. COMPLEX LITIGATION SPECIAL FUND
* % %
(b) The Fund shall consist of:
(1) Such sums as may be appropriated or transferred by the §eneral
Assembly.

(2) Settlement monies other than consumer restitution collected by the
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V.S¥. § 2458(b)(4), and subject to the Fund balance cap in subsection (c) of

this secton.

Sec. 3. 18 V.S. A, § 9502 is amended to read:
§ 9502. TOBACCOYRUST FUND

(a)(1) The Tobacco Must Fund is established in the Office of the State
Treasurer for the purposes ofgreating a self-sustaining, perpetual fund for
tobacco cessation and prevention¥ghat is not dependent upon tobacco sales
volume.

(2) The Trust Fund shall be compd%ed of:
(A) transfers made by the General Agsembly; and

(B) penalties and settlement amounts folgiolations or alleged

violations of tobacco laws and tobacco licensing fees Mursuant to 7 V.S.A.

§ 1015; and

(C) contributions from any other source.

% ok %

Sec. 4. 32 V.S.A. § 3102 is amended to read:

§ 3102. CONFIDENTIALITY OF TAX RECORDS
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to 34ch conditions and requirements as the Commissioner may provide,
includiNg any confidentiality requirements of the Internal Revenue Service,
disclose a f§urn or return information:

% ok %

(25) To the Mepartment of Liquor and Lottery, if such return or

information is for purp&ses of investigating potential violations of and

enforcing 7 V.S.A. chapter®0.

Sec. 5. 32 V.S.A. § 7702 is amend¥d to read:
§ 7702. DEFINITIONS
As used in this chapter unless the conteX§otherwise requires:

(1) “Cigarette” means any product that dgntains nicotine, is intended to

be burned or heated under ordinary conditions of u¥¢, and consists of or

contains:
(A) any roll of tobacco wrapped in paper or in an¥ substance not
containing tobacco; ané

(B) tobacco, in any form, that is functional in the productwhich,

because of its appearance, the type of tobacco used in the filler, or its

packaging and labeling, is likely to be offered to, or purchased by, consumds
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bedquse of its appearance, the type of tobacco used in the filler, or its
packagigg and labeling, is likely to be offered to, or purchased by, consumers
as a cigaref¥g described in subdivision (A) of this subdivision (1).

% ok %

(7) “Manufaggurer” means a person who manufactures and sells

cigarettes, tobacco subStutes, little cigars, roll-your-own tobacco, snuff, new
smokeless tobacco, and oty tobacco products.
* % %
(15) “Other tobacco product® means any product manufactured from,
derived from, or containing tobacco or%gicotine, whether natural or synthetic,
including nicotine alkaloids and nicotine affglogs, that is intended for human

consumption by smoking, chewing, inhaling, s§king, absorbing, or

consuming in any other manner, ineladingproduectfsold-as-atoba
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tobaeeo-substitute; but shall not include cigarettes, tobacco sub¥itutes, little

cigars, roll-your-own tobacco, snuff, new smokeless tobacco as defged in this
section, or cannabis products as defined in 7 V.S.A. § 831.

(16) “Wholesale dealer” means a person who imports or causes to b3
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salcNr who sells or furnishes any of these products to other wholesale dealers
or retaiMdealers for the purpose of resale, but not by small quantity or parcel to

consumers tgereof.

(18) “WholeWgle outlet” shall-mean means any premises where

cigarettes, tobacco subsWtutes, little cigars, roll-your-own tobacco, snuff, new
smokeless tobacco, or otheMgobacco products are sold, transferred, displayed,
or held for sale by a wholesale $ealer.

(19) “Wholesale price” meaifthe price at which a licensed wholesale

dealer sells or furnishes cigarettes, tobd§co substitutes, little cigars, roll-your-

own tobacco, snuff, new smokeless tobaccdor other tobacco products to any

retail dealer.

22) “Tobacco substitute” has the same meaning®s in 7 V.S.A. § 1001.

Sec. 6. 32 V.S.A. § 7731 is amended to read:
§ 7731. LICENSE REQUIRED
Each wholesale dealer shall secure a license from the Commissi§ner of

Taxes before engaging in the business of selling cigarettes, tobacco subjtitutes,

roll-your-own tobacco, little cigars, snuff, new smokeless tobacco, or othe
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liceMged pursuant to 7 V.S.A. § 1002.
Sec. 7. V.S.A. § 7734 is amended to read:
§ 7734. PENALTIES FOR SALES WITHOUT LICENSE
Any licensedWyholesale dealer who shall sell, offer for sale, or possess with

intent to sell any cigégettes, tobacco substitutes, roll-your-own tobacco, little

cigars, snuff, new smoke¥gss tobacco, or other tobacco products, or any
combination thereof, withoutégaving first obtained a license as provided in this

subchapter, shall be fined subjeco a civil penalty imposed by the Department

of Liquor and Lottery or the Depart t of Taxes of not more than $25-00

$2.000.00 for the first offense and not mdg than $200-00-nerless-than-$25-00
$5.000.00 for each subsequent offense.

Sec. 8. 32 V.S.A. § 7771 is amended to read:

§ 7771. RATE OF TAX

(a) A tax is imposed on all cigarettes, tobacco substitulys, little cigars, and

roll-your-own tobacco held in this State by any person for salcunless such
products shall be:
(1) in the possession of a licensed wholesale dealer;

(2) in the course of transit and consigned to a licensed wholesale de#er
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hotks or less.

(b) Rayment of the tax on cigarettes and tobacco substitutes under this

section sha%be evidenced by the affixing of stamps to the packages containing

the cigarettes othe tobacco substitutes. Where practicable, the Commissioner

may also require tif§¢ stamps be affixed to packages containing little cigars or

roll-your-own tobacco.§Any cigarette, tobacco substitute, little cigar, or roll-
your-own tobacco on whiclthe tax imposed by this section has been paid,
such payment being evidencedWy the affixing of such stamp or such evidence
as the Commissioner may require, $gall not be subject to a further tax under
this chapter. Nothing contained in this%ghapter shall be construed to impose a
tax on any transaction the taxation of whiclgby this State is prohibited by the
constitution-of the United-States U.S. Constituign. The amount of taxes
advanced and paid by a licensed wholesale dealer Mherein provided in this
section shall be added to and collected as part of the refl sale price on the

cigarettes, tobacco substitutes, little cigars, or roll-your-owktobacco.

(c) A taxis also imposed on all cigarettes, tobacco substituf§s, little cigars,

and roll-your-own tobacco possessed in this State by any person foany
purpose other than sale as follows:

(1) This tax shall not apply to:
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anOgher jurisdiction with a tax rate equal to or greater than the rate set forth in
this subgection (c).

(), Products purchased outside the State by an individual in
quantities of 40Q or fewer cigarettes, little cigars, and 8-0325-eunee 0.0325-
ounce units of roll%pur-own tobacco, and brought into the State for that
individual’s own use ofgonsumption. Products that are ordered from a source
outside the State and delivdyed into this State are not “purchased outside the
State” within the meaning of tig subsection (c).

(2) There is allowed a credit%ggainst the tax under this subsection for

cigarette, tobacco substitute, little etgafy cigar, or roll-your-own tobacco tax
paid to another jurisdiction and evidenced By tax stamps affixed to the subject
products pursuant to the laws of that jurisdictid

(3) A person taxable under this section shall¥gvithin 30 days ef after
first possessing the products in this State, file a return Wgth the Commissioner
showing the quantity of products brought into the State. THe return must be
made in the form and manner prescribed by the Commissioner§nd be
accompanied by remittance of the tax due.

(d)(1) The tax imposed under this section shall be at the rate of’

(A) +54-mills $0.154 per cigarette or little cigar and;

(7 ) DU, O OV T vavaeaa O O vav OV OO,
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fivgmilligrams per gram, 92 percent of the wholesale price of the tobacco
substitte: and

[W. for a tobacco substitute with a nicotine concentration of five

milligrams per%ram or higher, 100 percent of the wholesale price of the

tobacco substitute.

(2) The interest #&d penalty provisions of section 3202 of this title shall
apply to liabilities under th¥ section.
Sec. 9. 32 V.S.A. § 7772 is angnded to read:
§ 7772. FORM AND SALE OF S§AMPS
(a) The Commissioner shall secure%amps of such designs and
denominations as he-or-she the CommissioNer shall prescribe to be affixed to

packages of cigarettes and tobacco substitutes 3 evidence of the payment te of

the tax imposed by this chapter. The Commissioncishall sell sueh the stamps
to licensed wholesale dealers at a discount of two and Myee-tenths percent of
their face value for payment at time of sale.

(b) At the purchaser’s request, the Commissioner may sell $amps to be

affixed to packages of cigarettes and tobacco substitutes as evidenc§of the

payment te of the tax imposed by this chapter to licensed wholesale de®lers for

payment within 10 days, at a discount of one and five-tenths percent of thel
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deMer and the filing and payment history, with respect to any tax administered
by the §ommissioner, of the dealer or any individual, corporation, partnership,
or other ledgl entity with which the dealer is or was associated as principal,

partner, officerfdirector, employee, agent, or incorporator.

% ok %

Sec. 10. 32 V.S.A. § 7%/4 is amended to read:
§ 7774. AFFIXING STAMPS
Each licensed wholesale deder shall affix or cause to be affixed to each

individual package of cigarettes or%gbacco substitutes sold or distributed by

him-er-her the dealer stamps of the profgr denomination as required by section
7771 of this title and in such manner as thé§ ommissioner may specify in
regulations-issued rules adopted pursuant to thichapter. The stamps may be
affixed by a licensed wholesale dealer at any time Bgfore the cigarettes or

tobacco substitutes are transferred out of his-er-her theWealer’s possession.

Sec. 11. 32 V.S.A. § 7775 is amended to read:
§ 7775. RETAIL DEALERS

Within 24 hours after coming into possession of any cigarettes J§tobacco
substitutes not bearing proper stamps evidencing payment of the tax in#gosed

by this chapter and before selling the same, each retail dealer shall affix or
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titl&and in such manner as the Commissioner may specify in regulations
issted M§les adopted pursuant to this chapter.

Sec. 12. 328/.S.A. § 7776 is amended to read:

§ 7776. COLLRCTION OF SFGARETFE TAX THROUGH

NONRESIRENT LICENSED WHOLESALE DEALERS

(a) When If the Commi¥gioner of Taxes finds that the doing so would
facilitate collection of the ta®%mposed by this chapter weuld-be-factitated
thereby, the Commissioner may, % the Commissioner’s discretion, authorize

any resident or nonresident person erfgaged in the business of manufacturing

cigarettes or tobacco substitutes or any re§jdent or nonresident person who

ships cigarettes or tobacco substitutes into thi§State for sale to retail dealers in

this State as defined in section 7702 of this title aMgd who qualifies as a licensed
wholesale dealer as defined in section 7702 of this tit[% but need not have a
place of business in this State, upon complying with the rdguirements of the
Commissioner, to affix or cause to be affixed the stamps requidgd by this

chapter on behalf of the purchasers of such cigarettes or tobacco stgstitutes

who would otherwise be taxable therefor, and the Commissioner may S§ll such

stamps to such person as provided in section 7772 of this title.
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§ J7. RECORDS REQUIRED; INSPECTION AND EXAMINATION;
ASSESSMENT OF TAX DEFICIENCY
(a) EacNlicensed wholesale dealer and each retail dealer shall keep

complete and a§curate records of all cigarettes, tobacco substitutes, little

cigars, and roll-yotsown tobacco manufactured, produced, purchased,
transferred, and sold bWghe dealer. The records shall be of such kind and in
such form as the Commissf§yner may prescribe and shall be safely preserved
for six years in such manner as%p ensure permanency and accessibility for
inspection by the Commissioner ar authorized agents. The Commissioner or
authorized agents of the Commissionergnay enter in or upon any premises
where the Commissioner or they have reas®g to believe that cigarettes, tobacco

substitutes, little cigars, or roll-your-own tobac§p are possessed, stored, or

sold, for the purpose of determining whether the pf§visions of this chapter or
33 V.S.A. chapter 19, subchapter 1A or 1B are being o¥§¢yed and may examine
and copy the books, papers, records, and the stock of any [gensed wholesale
dealer or retail dealer, for the purpose of determining whether Mge tax imposed
by this chapter has been fully paid.

(b) If the Commissioner determines that a licensed wholesale dealehas

not purchased sufficient stamps to cover sales of cigarettes, tobacco
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tob¥cco, the Commissioner shall thereupon assess the deficiency in tax, plus
interesgnd penalties as provided in section 3202 of this title.

(c) In aly case in which a licensed wholesale dealer cannot produce
evidence of sul§jcient stamp purchases to cover the dealer’s receipts and sales

or other dispositior§of cigarettes, tobacco substitutes, or little cigars, it shall be

presumed that the cigafttes, tobacco substitutes, or little cigars were sold
without having the proper $amps affixed. In any case in which a licensed
wholesale dealer cannot produd proper evidence of payment of the tax on
roll-your-own tobacco to cover theWealer’s receipts and sales or other
disposition of roll-your-own tobacco, i§ghall be presumed that the roll-your-

own tobacco was sold without the proper t3 having been paid.

% ok %

Sec. 14. 32 V.S.A. § 7779 is amended to read:
§ 7779. SEIZURE

(a) Any cigarettes or tobacco substitutes found at any p¥gce in this State

without stamps affixed therete to them as required by this chap¥gr or any
tobacco products found at any place in this State upon which the ta% imposed
by this chapter has not been paid, are declared to be contraband goods %d may

be seized without a warrant by the Commissioner, the Commissioner’s agei¢s
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enf§cement officer of this State when directed by the either Commissioner to

do so, gless such cigarettes, tobacco substitutes, or tobacco products shall be
in the possc¥gion of a licensed wholesale dealer, or unless they shall be in the
course of transifgnd consigned to a licensed wholesale dealer or a retail dealer,
or unless they shall Bgve been received by a retail dealer within 24 hours.
Nothing herein in this sd§tion shall be construed to require the either

Commissioner, agent, emplokee. or law enforcement officer to confiscate

unstamped cigarettes, tobacco suf§stitutes, or tobacco products when the

Commissioner shall-have, agent, emovee. or law enforcement officer has

reason to believe that the owner thereef I§s possession of the-same them for
personal consumption or is not willfully or if¥gntionally evading the tax
imposed by this chapter.

(b) Any cigarettes or tobacco substitutes found at #gy place in this State

with stamps affixed thereto which stamps have not been p¥d for as required by
this chapter, are declared to be contraband goods and may be Sgized without a
warrant by the Commissioner, the Commissioner’s agents or empl¥§yees, or-by

any-peaee the Commissioner of Liquor and Lottery, or any agent or en¥gloyee

of the Commissioner of Liquor and Lottery, or by any law enforcement off§ger
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theWgrovisions of this chapter shall be destroyed by-the-Cemmissioner at the

expens@&of the violator, and disposition shall be in compliance with the

Agency of Watural Resources, Hazardous Waste Management Regulations

(CVR 12-032-0Q1). The seizure of any cigarettes or tobacco products under

the provisions of tilg section shall not relieve any person from a fine or other
penalty for violation oféhis chapter.
Sec. 15. 32 V.S.A. § 7780% amended to read:

§ 7780. HEARING

When any cigarettes, tobacco sulgstitutes, or tobacco products shall have

been seized under the provisions of secC¥§on 7779 of this title, any person

claiming an interest in such cigarettes, tobd§co substitutes, or tobacco products

who has not previously been heard or who has%ot waived hearing may make
written application to the Commissioner for a hearfyg, stating an interest in the

cigarettes, tobacco substitutes, or tobacco products and¥easons why they

should not be forfeited. Further proceedings on such appligtion for hearing
shall be taken as provided in sections 7782 and 7783 of this titlg No

cigarettes, tobacco substitutes, or tobacco products seized under th&provisions

of section 7779 of this title shall be destroyed while an application for 8

hearing is pending before the Commissioner, but the pendency of an appea¥
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sha¥ post a satisfactory bond, with surety, in an amount double the estimated

value Ofthe cigarettes, tobacco substitutes, or tobacco products conditioned
upon the st§gcessful termination of the appeal.
Sec. 16. 32 V.RA. § 7782 is amended to read:
§ 7782. APPLICA{ION FOR HEARING

Any person aggriev8g by any action of the Commissioner or his-er-her the
Commissioner’s authorizeqagent under this chapter for which hearing is not
elsewhere provided may apply % writing to the Commissioner within 10 days
after the notice of sueh the action 1%delivered or mailed to htm-or-her the
person for a hearing, setting forth the r&gsons why suaeh the hearing should be
granted and the manner of relief sought. The Commissioner shall promptly
consider each such application and may grant 3 deny the hearing requested.
If the hearing be request is denied, the applicant shll be notified thereef of the
denial forthwith. If it be is granted, the Commissioner¥hall notify the
applicant of the time and place fixed for sueh the hearing. W fter sueh the
hearing, the Commissioner may make such order in the premis§g as may
appear to him-er-her the Commissioner just and lawful and shall fl§ish a copy
of sueh the order to the applicant. The Commissioner may, at any tim3and by

notice in writing, order a hearing on his-er-her the Commissioner’s own
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maNufacture, importation, possession, or sale of cigarettes, tobacco substitutes,

or toba¥§go products, or beth a combination of these, which have escaped
taxation to $ppear before him-or-her the Commissioner or his-er-her the

Commissioner % duly authorized agent with any specific books of account,

paper, or other docnents related to the matter for examination relative

thereto.
Sec. 17. INVESTIGATORNOSITION CREATED; APPROPRIATION;
REPORT

a) One new permanent classifi8d position, Investigator, is established in

the Department of Liquor and Lottery M enforce, and to investigate potential

violations of, Vermont laws relating to diré&t-to-consumer sales and delivery of

alcohol and tobacco products, including 7 V.S & §§ 277, 279, 280, and 1010.

(b)(1) The sum of $160.,000.00 is appropriated % the Department of Liquor

and Lottery from the Tobacco Litigation Settlement Fuld in fiscal year 2027 to

fund the Investigator position established in subsection (a)%f this section.

(2) It is the intent of the General Assembly that the position established

in subsection (a) of this section should be funded from the TobaccOlLitigation

Settlement Fund for fiscal years 2027 and 2028. It is also the intent of%he

General Assembly that, beginning in fiscal year 2029, the funding for the
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Invstigator position offset by an equivalent amount of the revenue generated

to the Dgpartment or to the Office of the Attorney General, or both, by the

InvestigatoMs activities in enforcing and in investigating violations of Vermont

law, with the reMgainder of the revenue deposited into the General Fund.

(c) _If the revenulyeenerated by the Investigator’s activities becomes

insufficient to cover the®gost of the position in the future, the Department of

Liquor and Lottery shall propse eliminating the position as part of its next

budget or budget adjustment preSgntation to the General Assembly.

(d)(1) On or before March 15, 2087, the Department of Liquor and Lottery

shall provide an update to the House CorMgnittees on Government Operations

and Military Affairs and on Human Services %nd the Senate Committees on

Economic Development, Housing and General AMairs and on Health and

Welfare regarding the status of its implementation of We new Investigator

osition.

(2) Annually on or before December 15, the Departmer¥ of Liquor and

Lottery shall report to the House Committees on Government Ope¥ations and
Military Affairs and on Human Services and the Senate Committees o

Economic Development, Housing and General Affairs and on Health and

e e
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andWgbacco products.

Sec. 18. RAXATION OF CIGARETTES AND TOBACCO PRODUCTS;
LICERSURE OF WHOLESALE DEALERS; REPORT

The Department & Taxes and the Department of Liquor and Lottery shall

consider the existing proclss for regulation and taxation of cigarettes and

tobacco products and analyze Whether responsibility for taxation and licensure

of wholesale dealers should be transéoned from the Department of Taxes to

the Department of Liquor and Lottery. OMgor before January 15, 2027, the

Departments shall provide their joint findings Md recommendations to the

House Commiittees on Government Operations and Mdilitary Affairs, on

Human Services, and on Ways and Means and the Senate®gommittees on
Government Operations, on Health and Welfare, and on Finan
Sec. 19. EFFECTIVE DATE

This act shall take effect on July 1., 2026, with the first report under Se®

$ 1001. DEFINITIO

As used in this chapter:

(5) “Tobacco license” means a license issued by the ™ggion of Liquor
Control wunder this chapter permitting the licensee to engaZ®
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oM, otherwise intended for use with a tobacco substitute, or tobacco
par®phernalia.

& sk ok

(8)M) “Tobacco substitute” means produets—inetuding any product that

meets all oMghe following conditions:

iMThe product is manufactured from, is derived from, or contains
tobacco or nicokue, whether natural or synthetic, including nicotine alkaloids
and nicotine anal®gs.

(ii) TheWgroduct is intended for human consumption by smoking,
chewing, inhaling, sucg, absorbing, or consuming in any other manner.

(iii) The pr&uct is not a tobacco product, as defined in this

section.

(B) The term ‘“toba®o substitute” includes electronic cigarettes or
and other electronic or battery-Bgwered devices; that contain or are designed
to deliver nicotine or other substakges into the body through the inhalation of
vapor and that have not been Mgproved by the U.S. Food and Drug
Administration for tobacco cessationNr other medical purposes. The term
also includes nicotine pouches and any Rguids, whether nicotine based or not,
and delivery devices sold separately for us&with a tobacco substitute.

(C) Cannabis products as define®in section 831 of this title or
products that have been approved by the U.S. ¥pod and Drug Administration
for tobacco cessation or other medical purposes¥iall not be considered to be
tobacco substitutes.

(9)  “Licensed wholesale dealer” means a olesale dealer licensed
under the provisions of this chapter.

(10) “Wholesale dealer” means a person who imp&ts or causes to be
imported_into the State any cigarettes, little cigars, roll-\Mur-own tobacco,
snuff. new smokeless tobacco, or other tobacco product for sal®r who sells or
furnishes any of these products to other wholesale dealers or ret®l dealers for
the purpose of resale, but not by small quantity or parcel to consuiMgrs of these

products.

(11) “Wholesale dealer’s license” means the license granted uri¥er the
provisions of this chapter to a wholesale dealer for a wholesale outlet.

(12)  “Wholesale outlet” means any premises where cigarettes, lil%e
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A% ler.

13) “Wholesale price” means the price at which a licensed wholesale
dealer®ells or furnishes cigarettes, little cigars, roll-vour-own tobacco, snuff,
new smoeless tobacco, or other tobacco products to any retail dealer.

$1002. LNENSE REQUIRED FOR RETAIL SALE; APPLICATION;
FEENJSSUANCE

(a)(1) Excepgas provided in subsection (h) of this section, no person shall
engage in the ret® sale of tobacco products, tobacco substitutes, or tobacco
paraphernalia in tMg person’s place of business without a tobacco license
obtained from the Digion of Liquor Control.

(2) No person sMgll engage in the retail sale of tobacco substitutes
without also obtaining a &pacco substitute endorsement from the Division of
Liquor Control.

(3) Tobacco licenses and¥pbacco substitute endorsements shall expire at
midnight, April 30, of each year.

(b)(1) The Board shall prepar&and issue tobacco license and tobacco

substitute endorsement forms and apXications. These-shall-be-incorporated

title-

(2) The licenses issued under this so&ion shall be entitled “LIQUOR
LICENSE;” “HHQUOR-TOBACEO ENSEX. or “TOBACCO LICENSE,”
as applicable. The endorsements issued underghis section shall be entitled
“TOBACCO SUBSTITUTE ENDORSEMENT.”

(3) The Board shall also provide simple iMgtructions for licensees,
designed to assist them in complying with the provision®gf this chapter:

(c) Each tobacco license and tobacco substitute eMgorsement shall be
prominently displayed on the premises identified in the licen¥g

(d)(1) For a license or endorsement required under this s&tion, a person
shall apply to the legislative body of the municipality and $all pay the
following fees:

(A) to the Division of Liquor Control, the applicable liqu® license
fee provided in section 204 of this title for a liquor license and a Mpacco
license;
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NGsic gs provided in subdivision

(B) to the legislative body of the municipality, a fee of $146-60
3150.00%pr a tobacco license or renewal; and

(O, to the legislative body of the municipality, a fee of $30-60 375.00
for a tobaccHysubstitute endorsement as provided in subdivision (a)(2) of this
section.

(2) The mMgicipal clerk shall forward the application to the Division,
and the Division sMgll issue the tobacco license and the tobacco substitute
endorsement, as applRgable, and shall forward all fees to the Commissioner for
deposit in the Liquor Cgtrol Enterprise Fund.

(e) A person who sell§tobacco products, tobacco substitutes, or tobacco
paraphernalia without obta%ging a tobacco license and a tobacco substitute
endorsement, as applicable, W violation of this section shall be guitty—of-a
misdemeanor—and—fined subject®o a civil penalty of not more than $206-00
$32,000.00 for the first offense an®iot more than $306-00 35,000.00 for each
subsequent offense.

(f) No individual under 16 years of®gge may sell tobacco products, tobacco
substitutes, or tobacco paraphernalia.

(g) No person shall engage in the imporgtion, distribution, wholesale sale,
or retail sale, or _a combination of theseof tobacco products, tobacco
substitutes, substances containing nicotine or oMgrwise intended for use with a
tobacco substitute, or tobacco paraphernalia in tMg State unless the person is a
licensed wholesale dealer as—defined-in SA—NFO2 or has purchased the
tobacco products, tobacco substitutes, substances¥gontaining nicotine or
otherwise intended for use with a tobacco substitute, or¥§pbacco paraphernalia
from a licensed wholesale dealer.

(h) This section shall not apply to a cannabis estal{ishment licensed
pursuant to chapter 33 of this title to engage in the retail Wgle of cannabis
products as defined in section 831 of this title but not engage®n the sale of
tobacco products or tobacco substitutes.

% sk ok

Q 1002b. WHOLESALE DEALERS; LICENSE REQUIRED

(a) License required. Each wholesale dealer shall secure a license froithe
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r&ilers licensed pursuant to section 1002 of this chapter:
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(W separate application and license shall be required for each
wholesal® ben a wholesale dealer owns or controls more than one such
outlet.

(2) A Molesale license shiulg issued by the Division upon application
without chargeMon forms prescribed by™wgg Division, stating the name and
address of the aMglicant, the address of the prmg business at which the
applicant proposes¥p engage in the wholesale busineS¥ge type of business,
and_such other infnation as the Division may require g the proper
administration of this Whapter. Each license issued pursuant to thi¥™egction

(b) Application for and Rsuance of license.

(1) A separate applicion and license shall be required for each
wholesale outlet when a wholes® dealer owns or controls more than one such
outlet. The license fee shall be $1%45.00 for each outlet.

(2) A wholesale license shall Mgissued by the Division upon application
on_forms prescribed by the Division Xgtating the name and address of the
applicant, the address of the place of buMgess at which the applicant proposes
to _engage in the wholesale business, thoyvpe of business, and such other
information as the Division may require forNhe proper administration of this
chapter. _Each license issued pursuant to th¥ section shall be prominently
displayed on the premises covered by the license.

(c) Penalties for sales without license. Any lic®sed wholesale dealer who
sells, offers for sale, or possesses with intent to ¥ll tobacco products or
tobacco substitutes without having first obtained a lic®gse as provided in this
section shall be fesedh subject to a civil penalty of not m than $2,000.00 for
the first offense and not more than $5,000.00 for each subs&uent offense.

(d) Term of license. Each license issued under the provisiogs of this section
shall be valid as long as the licensee continues to do busine¥ at the place
named unless revoked or suspended by the Division as provided g subsection
(e) of this section. If the business with respect to which the licenseNyas issued
is sold or transferred or if the licensee ceases to do business at ¥ge place
named, the license shall immediately be returned to the DivisMpn for
cancellation.

(e) Revocation or suspension of license. The Division may revokeWr
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te) A person undeMgl years of age who misrepresents the person’s age by
presenting false ident®cation to purchase tobacco products, tobacco
substitutes, or tobacco paMgphernalia shall be subject to a civil penalty of not
more than $360-00 $100.00 Mprovide up to 10 hours of community service, or
both. An action under this soWion shall be brought in the same manner as a
traffic violation pursuant to 23 MS.A. chapter 24.

& sk ok

§ 1007. FURNISHING TOBACCO TONERSONS INDIVIDUALS UNDER
21 YEARS OF AGE; PENALTIEXY, REPORT

or tobacCOmeggphernalia to a person under ears of age shall be subject to
a civil penalty of normeiglhan $100-60 31,0080 for the first offense and not
more—than—$300-00, for any simegygent offensea_civil penalty and license

suspension _or revocation as set forth in SitteiigioMyb)(2) of this section. An
action under this section shall be brought in the sa sguer as for a traffic
violation pursuant to 23 V.S.A. chapter 24 and sha n 24

(a) A person that sells or furnishes tobacco products, (&acco substitutes,
or tobacco paraphernalia to aperson an_individual under Rl years of age
shall be subject to a civil penalty of not more than $1606-00 350.00 for the
first offense and not-more—than—-3$300-00, for any subsequent offgse, a civil
penalty and license suspension or revocation as set forth in subdivjon (b)(2)
of this section. An action under this section shall be brought in Wge same
manner as for a traffic violation pursuant to 23 V.S.A. chapter 24 and Xgall be
brought within 24 hours ef following the occurrence of the alleged violatig.

(b)(1) The Division of Liquor Control shall conduct or contract
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s&es to persons under 21 years of age of at least 90 percent for buyers who are
betWgen 17 and 20 years of age. An individual under 21 years of age
parti®pating in a compliance test shall not be in violation of section 1005 of

(2) Ndny violation by a tobacco licensee of subsection 1003(a) of this
title and oMghis section after a sale violation or during a compliance test
conducted witNgn six months ef after a previous violation shall be considered a
multiple violati®g and shall result in the following civil penalties and minimum
license suspensioMgsuspensions or license revocation, in addition to any other

penalties available Wder this tltle%ﬁﬂﬁme—heeﬂfe%ﬁﬁeﬂﬁW%nﬁt%ﬁpk

ayva Ja¥ aVWa, he ool eqd-a
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(A) tBroviolatMgrs second violation: suspension for two consecutive
weekdays and $1,000.00 il penalty;
(B)  three violatioRg day third violation: suspension for 15

consecutive days and $2,000.08%¢ivil penalty;

(C) fouwr—viotations—9Mgay fourth violation: suspension for 90
consecutive days and 33.500.00 civpenalty; and

(D) fiveviotlations—one-yearNgspension fifth violation: revocation of
license and $5, 000 00 civil Denaltv

& sk ok

$ 1009. CONTRABAND AND SEIZURE

(a) Any cigarettes or other tobacco produc¥g or tobacco substitutes that
have been sold, offered for sale, or possessed for&gale in violation of section
1003, 1010, or 1013 of this title, 20 V.S.A. § 275832 V.S.A. § 7786, or 33
VS.A. § 1919, and any commercial cigarette rolling®nachines possessed or
utilized in violation of section 1011 of this title, shall Bg deemed contraband
and shall be subject to seizure by the Commissioner, e Commissioner’s
agents or employees, the Commissioner of Taxes, or any ag¥t or employee of
the Commissioner of Taxes, or by any law enforcement off&r of this State
when directed to do so by the either Commissioner or by the Yepartment of
Ligquor _and Lottery. All eigarettes—or—other—tobacco—products Yems seized
under this subsection shall be destroyed at the expense of the vi&lator, and
disposition _shall be in compliance with the Agency of Natural K&ources,
Hazardous Waste Management Regulations (CVR 12-032-001).

(b)(1) Any person in possession of property considered contraband uRger
this section shall be fined not more than $1,000.00 nor less than $500.00 DX
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PMperty considered contraband under this section is found may be seized and

subXct to forfeiture and condemnation pursuant to sections 570 and 572-574
of thiXitle.

$ 1010. QTERNET SALES

% sk ok

(b) No peMgn shall cause cigarettes, roll-your-own tobacco, little cigars,
snuff, tobacco Wgubstitutes, substances containing nicotine or otherwise
intended for use Wgh a tobacco substitute, or tobacco paraphernalia, ordered
or purchased by md® or through a computer network, telephonic network, or
other electronic netwWgk, to be shipped to anyone other than a licensed
wholesale dealer orretd¥dealer in this State.

(c) No person shall, Wih knowledge or reason to know of the violation,
provide substantial assistanc®o a person in violation of this section.

(d) A violation of this sectioMys punishable as follows:

(1) A knowing or intentionalgiolation of this section shall be punishable

by imprisonment for not more thamfive years or a fine of not more than
$5,000.00, or both.

(2) In addition to or in lieu of Wy other civil or criminal remedy
provided by law, upon a determination thatg person has violated this section,
the Attorney General may impose a civil peigty in an amount not to exceed
835,000.00 for each violation. For purposes of 8is subsection, each shipment
or transport of cigarettes, roll-your-own toba&o, little cigars, er snuff,
tobacco substitutes, substances containing nicotin¥r otherwise intended for
use with _a tobacco substitute, or tobacco parapheMgalia shall constitute a
separate violation.
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¢ 1013. DECEPTIVE TOBACCO PRODUCTS AND TOBAC§O
SUBSTITUTES PROHIBITED

No person shall market, promote, label, brand, advertise, disMgbute, offer
for sale, or sell a tobacco product or tobacco substitute by:

(1) imitating a product that is not a tobacco product or Mgbacco
substitute, including:

(A) a food or brand of food commonly marketed to minors, includm
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hghlighters, pens, and pencils;

(C) portable devices, including smartphones, smartwatches, video
gamesWQr video game consoles, and inhalers; and

N)) a product based on or depicting a character, personality, or
symbol kn®n to appeal to minors, including a celebrity; a character in a
comic book, Wovie, television show, or video game; or a mythical creature;

(2) conc&ling the nature of the tobacco product or tobacco substitute;

(3) using teMgs for. describing, or depicting a product described in
subdivision (1) of this¥ection.

All penalties coll®a violations of this chapter, all monies received by
the State from settlements bal®®aai violations or alleged violations of Vermont
laws relating to tobacco, and
established _in this chapter thy
administration and enforcement o
Tobacco Trust Fund established in

gmounts _necessary _for
is _chapter sha mmglcposited in the
& VS.A. §9502 and usea obacco

Sec. la. 4 V.S.A. § 1102(b) is amended to r&d:
(b) The Judicial Bureau shall have jurisdicRpn of the following matters:
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(4)  Violations of 7 V.S.A. § 1005 reNging to pessession—and
procurement-of-tobacco-products misrepresentation Mage by a person under

21 years of age to purchase tobacco products.

& sk ok

(b) The Fund shall consist of:

(1) Such sums as may be appropriated™
Assembly.

ansferred by the Ogneral

(2) Settlement monies other than consumer restitution colleCt®™

O C U C O Cy OUCnCrur, ¢ Cl/ O U5C CCUVC C l oy CCVV il C
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(a)(1) TheNobacco Trust d is established in the Office of the State
Treasurer for th&purposes of cregg a self-sustaining, perpetual fund for
tobacco cessation ¥d prevention thal™gnot dependent upon tobacco sales
volume.

(2) The Trust Fu

(A) transfers maa

shall be composed of:
by the General Assembly, &M

seitlement amounts for violaiMgs or alleged
obacco licensing fees pursuani™g 7 V.S.A.

(B) penalties and
violations of tobacco laws and

§ 1014, and

Sec. 2. [Deleted.]

Sec. 3. [Deleted.]

Sec. 4. 32 V.S.A. § 3102 is amended to read.:
§$3102. CONFIDENTIALITY OF TAX RECORN
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(e) The Commissioner may, in the Commissioner s¥iscretion and subject to
such conditions and requirements as the Commissioner gy provide, including
any confidentiality requirements of the Internal Revenu®Service, disclose a
return or return information:
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(25)  To the Department of Liquor and Lottery, if su®g return or
information _is for purposes of investigating potential violatioks of and
enforcing 7 V.S.A. chapter 40.

% sk ok

Sec. 5. 32 V.S.A. § 7702 is amended to read.:
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(1) “Cigarette” means any product that contains nicotine, is intended to
be Myrned or heated under ordinary conditions of use, and consists of or
conta

d) any roll of tobacco wrapped in paper or in any substance not
containing¥gbacco, and

(B) Nbacco, in any form, that is functional in the product, which,
because of itsNgppearance, the type of tobacco used in the filler, or its
packaging and ld®ling, is likely to be offered to, or purchased by, consumers
as a cigarette; or

(C) any rolRpf tobacco wrapped in substance containing tobacco
that, because of its app&grance, the type of tobacco used in the filler, or its
packaging and labeling, 1®%ikely to be offered to, or purchased by, consumers
as a cigarette described in s®gdivision (A) of this subdivision (1).
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(5) “Licensed wholesale d&ler” shall-mean means a wholesale dealer
licensed under the provisions of this%hapter 7 V.S.A. § 1002b.

*

(15) “Other tobacco products” m&ns any product manufactured from,
derived from, or containing tobacco or nic&ine, whether natural or synthetic,
including nicotine alkaloids and nicotine an®ogs, that is intended for human
consumption by smoking, chewing, inhaling, su&ing, absorbing, or consuming
in any other manner, including products sold¥gs a tobacco substitute, as
defined in 7 V.S.A. § 1001(8), and including anWliquids, whether nicotine
based or not, or delivery devices sold separately¥or use with a tobacco
substitute, but shall not include cigarettes, little cigars¥oll-your-own tobacco,
snuff, new smokeless tobacco as defined in this section, 8§ cannabis products
as definedin 7 V.S.A. § 831.

(16) “Wholesale dealer” means a person who import®or causes to be
imported into the State any cigarettes, little cigars, roll-youMgpwn tobacco,
snuff, new smokeless tobacco, or other tobacco product for sale oMgvho sells or
furnishes any of these products to other wholesale dealers or retail¥ealers for
the purpose of resale, but not by small quantity or parcel to consumem thereof
of these products.

(17) “Wholesale dealer’s license” shatl-mean means the license griged
under the provisions of this-ehapter 7 V.S.A. § 1002b to a wholesale dealer
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S 6. 32 V.S.A. § 7776 is amended to read:

S 77, COLLECTION OF CIGARETTE TAX THROUGH
NONRESIDENT LICENSED WHOLESALE DEALERS
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(d) AnMperson complying with the provisions of this section shall
thereupon becOe a licensed wholesale dealer within the meaning of 7 V.S.A.
chapter 40 and%is chapter and shall be subject to all provisions of the
ehapter both chigters applicable to wholesale dealers, including the
furnishing of a bond¥gecified in subehapter2 section 7703 of this chapter.

Sec. 7. 32 V.S.A. § 782Njs amended to read.:
§ 7821. CRIMINAL PENATIES

Any person who shall fail,Seglect, or refuse to comply with or shall violate
the provisions of this chapter Wating to the tax on tobacco products or the
rules adopted by the CommissioRgr under this chapter relating to such tax
shall be guilty of a misdemeanor akg upon conviction for a first offense shall
be sentenced to pay a fine of not mowg than $250.00 or to be imprisoned for
not more than 60 days, or both, such firRgand imprisonment in the discretion of
the court, and for a second or subsequemMyoffense shall be sentenced to pay a
fine of not less than $250.00 nor more thaMg500.00 or be imprisoned for not
more than six months, or both, such fine and ¥gprisonment in the discretion of
the court. This section shall not apply to violatRgs of sections—7#73H—7734-and
section 7776 of this title.

Sec. 8. REDESIGNATION

32 V.S.A. § 7737 (licensed wholesale dealers; bondgg) is redesignated as
32 VS.A. §7703.

Sec. 9. REPEALS
32 V.S.A. §§ 7731=7736 (licensure of wholesale dealers) are¥epealed.

0 A 4 QD DA ay, D 4 A A DDDADDIATEOA

(a) One new permané ed in
the Department of Liquor and Lotte tial
violations of. Vermont laws relating to online g other direcMo-
consumer sales and delivery of alcohol and tobacco produc s ding

1. VY ) 7, 20U, aru 1UI10.
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amg Lottery from the Tobacco Litigation Settlement Fund in fiscal Vea 2027 to
fun®he Investigator position established in subsection (a) of this section.

R\, /7 is the intent of the General Assembly that the position established
in subs (a) of this section should be funded from the Tobacco Litigation
Settlemen N Ngd_for fiscal vears 2027 and 2028. It is also the intent of the
General As¥g that, beginning in fiscal vear 2029, the funding for the
Investigator :m should be built into base funding for the Department of
Liquor and Loty ' Nudget, with the amount of the salary and benefits for the
Investigator positgn oMget by an equivalent amount of the revenue generated
Nee Office of the Attorney General, or both, by the
Morcing and in investigating violations of Vermont

gting the position as part of its next
budget or budget adjustment pré& N//1e General Assembly.

shall provide an update to the Hou¥g on_Government Operations
and Military Affairs and on Human he Senate Committees on
Economic Development, Housing and¥seneral AffMgs and on Health and
Welfare regarding the status of its imp

position.

Economic Development, Housing and General AMgirs and on Hed and
Welfare on the impact of the Investicator’s activii®gs on compliance

Vermont’s laws relating to direct-to-consumer sales aMg delivery of alcoRgl

Sec. 10. [Deleted.]

Sec. 11. TAXATION OF TOBACCO SUBSTITUTES, TAX STANLS;
REPORT

(a) The Department of Taxes, in collaboration with the Dep®gtment of
Liquor and Lottery and the Office of the Attorney General and in corMltation
with wholesale dealers and other interested stakeholders, shall:

(1) identifv efficient and effective processes by which to impose tax&on
tobacco substitutes, as defined in 7 V.S.A. § 1001, based on the concentrati8
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th®&excise tax on cigarettes, little cigars, and roll-your-own tobacco in this
State™Wgnd _consider the advantages and disadvantages of alternative
approac’Mg of certifying tax compliance.

(b) On or%gfore January 15, 2027, the Department of Taxes shall provide
its findings andgcommendations for taxing tobacco substitutes based on
nicotine concentragq and regarding the continued use of tax stamps,
including proposed nexWgteps and legislative needs, to the House Committees
on Human Services and oWJVays and Means and the Senate Committees on
Economic Development, Hoigg and General Affairs; on Finance; and on
Health and Welfare.

Sec. 12. EFFECTIVE DATES
This act shall take effect on July 1, 202 0gxcept that:

(1) in Sec. 1 (7 V.S.A. chapter 40), § 108b (wholesale dealers; license
required) shall take effect on July 1, 2027;

(2) in Sec. 5 (32 V.S.A. § 7702), the amendm®s to subdivisions (5)
(definition of “licensed wholesale dealer”) and (17) (defiMgion of ‘“‘wholesale
dealer’s license’’) shall take effect on July 1, 2027 and

(3) Secs. 6 (32 V.S A §7776), 7 (32 V.SA. §7821), 8 (retMgignation),
and 9 (repeals) shall take effect on July 1, 202 7smtiad.

— e — A A e
()

Sec. 1. 7 V.S.A. chapter 40 is amended to read:
CHAPTER 40. TOBACCO PRODUCTS
$ 1001. DEFINITIONS

As used in this chapter:

& sk ok

(8)(4) “Tobacco substitute” means produets—inetnding any product that

meets all of the following conditions.:

(i) The product is manufactured from, is derived from, or contains
tobacco or nicotine, whether natural or synthetic, including nicotine alkaloids
and nicotine analogs.

(ii) The product is intended for human consumption by smoking,
chewing, inhaling, sucking, absorbing, or consuming in any other manner.
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(iii) The product is not a tobacco product, as defined in this

section.

(B) The term “tobacco substitute” includes electronic cigarettes or
and other electronic or battery-powered devices; that contain or are designed
to deliver nicotine or other substances into the body through the inhalation of
vapor and that have not been approved by the U.S. Food and Drug
Administration for tobacco cessation or other medical purposes. The term
also includes nicotine pouches and any liquids, whether nicotine based or not,
and delivery devices sold separately for use with a tobacco substitute.

(C) Cannabis products as defined in section 831 of this title or
products that have been approved by the U.S. Food and Drug Administration
for tobacco cessation or other medical purposes shall not be considered to be
tobacco substitutes.

(9)  “Licensed wholesale dealer” means a wholesale dealer licensed
under the provisions of this chapter.

(10) “Wholesale dealer” means a person who imports or causes to be
imported into the State any tobacco products or tobacco substitutes for sale or
who sells or furnishes any of these products to other wholesale dealers or retail
dealers for the purpose of resale, but not by small quantity or parcel to
consumers of these products.

(11) “Wholesale dealer’s license” means the license granted under the
provisions of this chapter to a wholesale dealer for a wholesale outlet.

(12) “Wholesale outlet” means any premises where tobacco products or
tobacco substitutes _are sold, transferred, displaved, or held for sale by a
wholesale dealer.

(13) “Wholesale price” means the price at which a licensed wholesale
dealer sells or furnishes tobacco products or tobacco substitutes to any retail
dealer.

$ 1002. LICENSE REQUIRED FOR RETAIL SALE; APPLICATION;
FEE; ISSUANCE

(a)(1) Except as provided in subsection (h) of this section, no person shall
engage in the retail sale of tobacco products, tobacco substitutes, or tobacco
paraphernalia in the person’s place of business without a tobacco license
obtained from the Division of Liquor Control.

(2) No person shall engage in the retail sale of tobacco substitutes
without also obtaining a tobacco substitute endorsement from the Division of
Liquor Control.
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(3) Tobacco licenses and tobacco substitute endorsements shall expire-at

midnightApril 30-of eachyear be valid for one year from the date of issue.

(b)(1) The Board shall prepare and issue tobacco license and tobacco

Substztute endorsement forms and applzcatzons These shall -be-incorporated

(2) The licenses issued under this section shall be entitled “EHOUOR
HEENSE " LHQUOR-TOBACCOLICENSE"—or “TOBACCO LICENSE,”
as—applicable—The and the endorsements issued under this section shall be
entitled “TOBACCO SUBSTITUTE ENDORSEMENT.”

(3) The Board shall also provide simple instructions for licensees,
designed to assist them in complying with the provisions of this chapter:

(c) Each tobacco license and tobacco substitute endorsement shall be
prominently displayed on the premises identified in the license.

(d)(1) For a license or endorsement required under this section, a person
shall apply to the legislative body of the municipality using the application
provided by the Board in accordance with subdivision (b)(1) of this section and
shall pay the following fees=

H} to the Dzvzszon of quuor Control—ﬂ%e—appke&é-le—hqﬁe%heeﬂfe

(B) $75.00 for a tobacco substitute endorsement as provided in
subdivision (a)(2) of this section.

(2) The municipal clerk shall forward the application to the Division;
and,_if the municipality’s local control commissioners have approved the
application for a tobacco license and, if applicable, a tobacco substitute
endorsement, the Division shall issue the tobacco license and the tobacco

substitute endorsement, as applicable—eand—shallforward—atl—tees—to—the

Commissionerfor-deposit. _Fees collected pursuant to this subsection shall be
deposited in the Liquor Control Enterprise Fund.

(e) A person who sells tobacco products, tobacco substitutes, or tobacco
paraphernalia without obtaining a tobacco license and a tobacco substitute
endorsement, as applicable, in violation of this section shall be guitty—of-a
misdemeanor—and—fined subject to a civil penalty of not more than $206-00
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32,000.00 for the first offense and not more than $560-60 35,000.00 for each
subsequent offense.

(f) No individual under 16 years of age may sell tobacco products, tobacco
substitutes, or tobacco paraphernalia.

(g) No person shall engage in the importation, distribution, wholesale sale,
or retail sale, or _a combination of these, of tobacco products, tobacco
substitutes, substances containing nicotine or otherwise intended for use with a
tobacco substitute, or tobacco paraphernalia in the State unless the person is a
licensed wholesale dealer as-defined-in32F-SA—57702 or has purchased the
tobacco products, tobacco substitutes, substances containing nicotine or
otherwise intended for use with a tobacco substitute, or tobacco paraphernalia
from a licensed wholesale dealer.

(h) This section shall not apply to a cannabis establishment licensed
pursuant to chapter 33 of this title to engage in the retail sale of cannabis
products as defined in section 831 of this title but not engaged in the sale of
tobacco products or tobacco substitutes.

& sk ok

9 1002b. WHOLESALE DEALERS; LICENSE REQUIRED

(a) License required. Each wholesale dealer shall secure a license from the
Division of Liquor Control before engaging in the business of selling tobacco
products or tobacco substitutes in this State. Licensed wholesale dealers shall
sell these products only to other Vermont licensed wholesale dealers or to
retailers licensed pursuant to section 1002 of this chapter.

(b) Application for and issuance of license.

(1) A separate application and license shall be required for each
wholesale outlet when a wholesale dealer owns or controls more than one such
outlet. The license fee shall be $1,245.00 annually for each outlet.

(2) A wholesale license may be issued by the Division upon application
on_forms prescribed by the Division, stating the name and address of the
applicant, the address of the place of business at which the applicant proposes
to _engage in the wholesale business, the type of business, and such other
information as the Division may require for the proper administration of this
chapter. _Each license issued pursuant to this section shall be prominently
displayed on the premises covered by the license.

(c) Penalties for sales without license. Any wholesale dealer who sells,
offers for sale, or possesses with intent to sell tobacco products or tobacco
substitutes without having first obtained a license as provided in this section
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shall be subject to a civil penalty of not more than $2,000.00 for the first
offense and not more than $5,000.00 for each subsequent offense.

(d) Term of license. Each license issued under the provisions of this section
shall be valid for one year from the date of issue. If the business with respect
to which the license was issued is sold or transferred or if the licensee ceases
to do business at the place named, the license shall immediately be returned to
the Division for cancellation.

(e) Revocation or suspension of license. The Division may revoke or
suspend the license of any licensed wholesale dealer for failure to comply with
any provision of this chapter, 11 V.S.A. chapter 15, 32 V.S.A. chapter 205, or
33 V.S.A. chapter 19, subchapter 1B.
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$ 1005. PERSONS INDIVIDUALS UNDER 21 YEARS OF AGE;
POSSESSION OR PURCHASE OF TOBACCO PRODUCTS
PROHIBITED,; PENALTY FOR MISREPRESENTING AGE OR
PURCHASING TOBACCOPRODUCTS; PENALTY

(a)(1) A-person An individual under 21 years of age shall not possess,
purchase, or attempt to purchase tobacco products, tobacco substitutes, or
tobacco paraphernalia unless:

(A) the person individual is an employee of a holder of a tobacco
license and is in possession of tobacco products, tobacco substitutes, or
tobacco paraphernalia to effect a sale in the course of employment; or

(B) the person individual is in possession of tobacco products or
tobacco paraphernalia in connection with Indigenous cultural tobacco
practices.

(2) Apersen An individual under 21 years of age shall not misrepresent
his—or—her the individual’s age to purchase or attempt to purchase tobacco
products, tobacco substitutes, or tobacco paraphernalia.

(b) A-person An individual who possesses tobacco products, tobacco
substitutes, or tobacco paraphernalia in violation of subsection (a) of this
section shall be subject to having the tobacco products, tobacco substitutes, or

tobacco paraphernalza zmmedzately confi scated aﬁ-d—s-k-a#—beﬁﬂ‘fkﬁ%bfe&l—?@

(c) A-person An individual under 21 years of age who misrepresents the
person=s individual’s age by presenting false identification to purchase
tobacco products tobacco substitutes, or tobacco paraphernalza shall be

hie g 101 more than vrovide offered the choice
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of providing up to 10 hours of community service; or both participating in a
nationally recognized youth tobacco cessation program to be determined by
the Department of Health. An action under this section shall be brought in the
same manner as a traffic violation pursuant to 23 V.S.A. chapter 24.

& sk ok

§ 1007. FURNISHING TOBACCO TO PERSONS INDIVIDUALS UNDER
21 YEARS OF AGE; PENALTIES: REPORT

(a)(1) Apersonthat An individual who sells or furnishes tobacco products,
tobacco substitutes, or tobacco paraphernalia to a-persen an individual under
21 years of age shall be subject to a civil penalty of not more than $406-00
3150.00 for the first offense and not more than $500.00 for any subsequent
offense. An action under this section shall be brought in the same manner as
for a traffic violation pursuant to 23 V.S.A. chapter 24 and shall be brought
within 24 hours ef following the occurrence of the alleged violation.

(2) In addition to the civil penalty imposed against an individual for a
violation pursuant to subdivision (1) of this subsection, for any subsequent
violation, the licensee may be subject to an administrative penalty and license
suspension or revocation as set forth in subdivision (b)(2) of this section.

(b)(1) The Division of Liquor Control shall conduct or contract for
compliance tests of tobacco licensees as frequently and as comprehensively as
necessary to ensure consistent statewide compliance with the prohibition on
sales to persens individuals under 21 years of age of at least 90 percent for
buyers who are between 17 and 20 years of age. An individual under 21 years
of age participating in a compliance test shall not be in violation of section
1005 of this title.

(2) Any violation by a tobacco licensee of subsection 1003(a) of this
title and or this section after a sale violation or during a compliance test

eonduneted-within-six-months—-of after a previous violation shall be considered a

multiple violation and shall result in the following administrative penalties and
minimum license suspension suspensions or license revocation, in addition to

any other penalties available under this title—Minimmm-license-suspensionsfor
il violeti bl ] L s follows:

(A) sBvoviolations second violation: suspension for two consecutive
weekdays and an administrative penalty of not less than $1,000.00;

(B) three—~violations—I5-day third violation: suspension for 15

consecutive days and an administrative penalty of not less than $2,000.00;

(C) fouwr—violations—90-day fourth violation: suspension for 90

consecutive days and an administrative penalty of not less than $3,500.00; and
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(D) fivevielations—one-year-suspension fifth violation: revocation of

license and an administrative penalty of not less than $5,000.00.
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$ 1009. CONTRABAND AND SEIZURE

(a) Any cigarettes or other tobacco products or tobacco substitutes that
have been sold, offered for sale, or possessed for sale in violation of section
1003, 1010, or 1013 of this title;; 20 V.S.A. § 2757;; 32 V.S.A. § 7786;; or 33
VS.A. § 1919, and any commercial cigarette rolling machines possessed or
utilized in violation of section 1011 of this title, shall be deemed contraband
and shall be subject to seizure by the Commissioner, the Commissioner’s
agents or employees, the Commissioner of Taxes, or any agent or employee of
the Commissioner of Taxes, or by any law enforcement officer of this State
when directed to do so by the either Commissioner or by the Department of
Ligquor _and Lottery. All eigarettes—or—other—tobacco—products items seized
under this subsection shall be destroyed at the expense of the violator, and
disposition _shall be in compliance with the Agency of Natural Resources,
Hazardous Waste Management Regulations (CVR 12-032-001).

(b)(1) Any person in possession of property considered contraband under
this section shall be fined not more than $1,000.00 nor less than 3500.00 per
item.

(2) Any vehicle, aircraft or watercraft, or other conveyance in which
property considered contraband under this section is found may be seized and
subject to forfeiture and condemnation pursuant to sections 570 and 572-574
of this title.

§ 1010. INTERNET SALES
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(b)(1) No Except as provided in subdivision (2) of this subsection, no
person shall cause cigarettes, roll-your-own tobacco, little cigars, snuff,
tobacco substitutes, substances containing nicotine or otherwise intended for
use with a tobacco substitute, or tobacco paraphernalia, ordered or purchased
by mail or through a computer network, telephonic network, or other

electronic network, to be shipped to anyone other than a licensed wholesale
dealer orretail-deeater in this State.

(2) The prohibition set forth in subdivision (1) of this subsection shall
not apply to a licensed wholesale dealer shipping directly to a licensed retail
dealer in this State.

(c) No person shall, with knowledge or reason to know of the violation,
provide substantial assistance to a person in violation of this section.
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(d) A violation of this section is punishable as follows:

(1) A knowing or intentional violation of this section shall be punishable
by imprisonment for not more than five years or a fine of not more than
$5,000.00, or both.

(2) In addition to or in lieu of any other civil or criminal remedy
provided by law, upon a determination that a person has violated this section,
the Attorney General may impose a civil penalty in an amount not to exceed
835,000.00 for each violation. For purposes of this subsection, each shipment
or transport of cigarettes, roll-your-own tobacco, little cigars, er snuff,
tobacco substitutes, substances containing nicotine or otherwise intended for
use with _a tobacco substitute, or tobacco paraphernalia shall constitute a
separate violation.

(e)(1) On or before January 15 of each yvear, the Department of Liquor and
Lottery and the Office of the Attorney General shall each report to the House
Committees on Commerce and Economic Development and on Human Services
and the Senate Committees on Economic Development, Housing and General
Affairs and on Health and Welfare regarding enforcement of Vermont laws
relating to online sales of tobacco products, tobacco substitutes, and tobacco
paraphernalia as set forth in this subsection.

(2) The Department of Liquor and Lottery shall report at least the
following information for the previous 12-month period.:

(A) the number of online compliance checks that the Department
conducted;

(B) the number of cases relating to online sales activity that the
Department referred to the Olffice of the Attorney General for further action;
and

(C) the number of reports of unlawful online sales activity that the
Department received from the public and the outcomes of those reports.

(3) The Office of the Attornev General shall report at least the following
information for the previous 12-month period:

(A) the outcomes of cases related to online sales activity that were
referred by the Department of Liquor and Lottery or any other governmental
source;

(B) the number of reports of unlawful online sales activity that the
Office received from the public and the outcomes of those reports; and

(C) the number and amounts of any monetary penalties imposed and
other legal remedies executed by the Office related to online sales activity.
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¢ 1013. DECEPTIVE TOBACCO PRODUCTS AND TOBACCO
SUBSTITUTES PROHIBITED

(a) No person shall market, promote, label, brand, advertise, distribute,
possess for sale, offer for sale, or sell a tobacco product or tobacco substitute

by:

(1) _imitating a product that is not a tobacco product or tobacco
substitute, including:

(A) a food or brand of food commonly marketed to minors, including
candy, desserts, cereal, and beverages;

(B) school supplies commonly used by minors, including erasers,
highlighters, pens, and pencils;

(C) portable devices, including smartphones, smartwatches, video
games or video game consoles, and inhalers; and

(D) a product based on or depicting a character, personality, or
symbol known to appeal to minors, including a celebrity; a character in a
comic book, movie, television show, or video game; or a mythical creature;

(2) concealing the nature of the tobacco product or tobacco substitute;

(3) _using terms for. describing, or depicting a product described in
subdivision (1) of this subsection.

(b)(1) In addition to or in lieu of any other civil or criminal remedy
provided by law, upon a determination that a person has violated this section,
the Attorney General may impose a civil penalty in an amount not to exceed
$35,000.00 for each violation. For purposes of this subsection, each instance of
marketing, promoting, labeling, branding, advertising, distributing, possessing
for sale, offering for sale, or selling a deceptive tobacco product or tobacco
substitute shall constitute a separate violation.

(2) In any action brought pursuant to this section, the State shall be
entitled to recover the costs of investigation, of expert witness fees, and of the
action, and reasonable attorney’s fees.

(3) A person who violates this section commits an unfair and deceptive
trade practice in commerce in violation of 9 V.S.A. § 2453.

(4) In addition to the penalties and remedies described in subdivisions
(1)—(3) of this subsection, the Attorney General has the same authority as
provided under 9 V.S.A. chapter 63, subchapter 1.
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Sec. 2. 4V.S.A. § 1102(b) is amended to read:
(b) The Judicial Bureau shall have jurisdiction of the following matters:
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(4)  Violations of 7 V.S.A. § 1005, relating to pessession—and
procurement-of-tobacco-products misrepresentation of age by a person under

21 years of age to purchase tobacco products.
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Sec. 3. 7V.S.A. § 210 is amended to read:

§ 210. SUSPENSION OR REVOCATION OF LICENSE OR PERMIT;
ADMINISTRATIVE PENALTY

(a)(1) The control commissioners, as applicable, or the Board of Liquor
and Lottery shall have power to suspend or revoke any permit or license
granted pursuant to this title in the event the person holding the permit or
license shall at any time during the term of the permit or license conduct its
business in violation of this title, the conditions pursuant to which the permit
or license was granted, or any rule prescribed by the Board of Liquor and
Lottery.

(2) No revocation shall be made until the permittee or licensee has been
notified and given a hearing before the Board of Liquor and Lottery, unless the
permittee or licensee has been convicted by a court of competent jurisdiction
of violating the provisions of this title.

(3) In the case of a suspension, the permittee or licensee shall be
notified and given a hearing before the Board of Liquor and Lottery or the
local control commissioners, whichever applies.

(4) Any decision to suspend or revoke a license shall be issued in
writing and set forth the reasons for the suspension or revocation and, if
applicable, the duration of the suspension.

(5) : be-sitsp vokee
viotation- Suspension or revocation of a tobacco license shall not affect any
liquor license held by the licensee.
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(b)(1) In addition to the authority to suspend or revoke any permit or
license, the Board of Liquor and Lottery may impose an administrative penalty
of up to $7,500.00 per violation against a holder of a wholesale dealer’s
license o¥; a holder of a first-, second-, or third-class license; or a holder of
any tobacco license for a violation of the conditions of the license or of this
title or of any rule adopted by the Board.
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(2) The administrative penalty may be imposed after a hearing before
the Board or after the licensee has been convicted by a court of competent
Jurisdiction of violating the provisions of this title.
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Sec. 4. 32 V.S.A. § 3102 is amended to read.:
§ 3102. CONFIDENTIALITY OF TAX RECORDS
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(e) The Commissioner may, in the Commissioner’s discretion and subject to
such conditions and requirements as the Commissioner may provide, including
any confidentiality requirements of the Internal Revenue Service, disclose a
return or return information:
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(25)  To the Department of Liquor and Lottery, if such return or
information _is for purposes of investigating potential violations of and
enforcing 7 V.S.A. chapter 40.
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Sec. 5. 32 V.S.A. § 7702 is amended to read.:
$ 7702. DEFINITIONS
As used in this chapter unless the context otherwise requires:

(1) “Cigarette” means any product that contains nicotine, is intended to
be burned or heated under ordinary conditions of use, and cownsists of or
contains:

(A) any roll of tobacco wrapped in paper or in any substance not
containing tobacco, and

(B) tobacco, in any form, that is functional in the product, which,
because of its appearance, the type of tobacco used in the filler. or its
packaging and labeling, is likely to be offered to, or purchased by, consumers
as a cigarette; or
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(C) any roll of tobacco wrapped in substance containing tobacco
that, because of its appearance, the type of tobacco used in the filler, or its
packaging and labeling, is likely to be offered to, or purchased by, consumers
as a cigarette described in subdivision (A) of this subdivision (1).
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(5) “Licensed wholesale dealer” shall-mean means a wholesale dealer
licensed under the provisions of this-ehapter 7 V.S.A. § 1002b.
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(15)(4) “Other tobacco products” means any product manufactured
from, derived from, or containing tobacco or nicotine, whether natural or
synthetic, including nicotine alkaloids and nicotine analogs, that is intended
for human consumption by smoking, chewing, or in any other manner,
ineluding except as otherwise specified in subdivision (B) of this subdivision

(15).

(B)(i) The term includes products sold as a tobacco substitute, as
defined in 7 V.S.A. § 1001(8), and including any liquids, whether nicotine
based or not, er and delivery devices sold separately for use with a tobacco
substitute, but shatl not including nicotine pouches.

(ii) The term does not include cigarettes, little cigars, roll-your-
own tobacco, snuff, new smokeless tobacco as defined in this section, or
cannabis products as defined in 7 V.S.A. § 831.

(16) “Wholesale dealer” means a person who imports or causes to be
imported into the State any cigarettes, little cigars, roll-your-own tobacco,
snuff, new smokeless tobacco, or other tobacco product for sale or who sells or
furnishes any of these products to other wholesale dealers or retail dealers for
the purpose of resale, but not by small quantity or parcel to consumers thereof
of these products.

(17) “Wholesale dealer’s license” shatl-mean means the license granted
under the provisions of this-ehapter 7 V.S.A. § 1002b to a wholesale dealer for
a wholesale outlet.
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(20) “New smokeless tobacco” means any tobacco product
manufactured from, derived from, or containing tobacco or nicotine, whether
natural or synthetic, including nicotine alkaloids and nicotine analogs, that is
not intended to be smoked, has a moisture content of less than 45 percent, or is
offered in individual single-dose tablets or other discrete single-use units, and
includes nicotine pouches.
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Sec. 6. 32 V.S.A. § 7776 is amended to read.:

§ 7776. COLLECTION OF CIGARETTE TAX THROUGH
NONRESIDENT LICENSED WHOLESALE DEALERS
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(d) Any person complying with the provisions of this section shall
thereupon become a licensed wholesale dealer within the meaning of 7 V.S.A.
chapter 40 and this chapter and shall be subject to all provisions of the
ehapter both chapters applicable to wholesale dealers, including the
furnishing of a bond specified in subehapter2 section 7703 of this chapter.

Sec. 7. 32 V.S.A. § 7821 is amended to read.:
§ 7821. CRIMINAL PENALTIES

Any person who shall fail, neglect, or refuse to comply with or shall violate
the provisions of this chapter relating to the tax on tobacco products or the
rules adopted by the Commissioner under this chapter relating to such tax
shall be guilty of a misdemeanor and upon conviction for a first offense shall
be sentenced to pay a fine of not more than $250.00 or to be imprisoned for
not more than 60 days, or both, such fine and imprisonment in the discretion of
the court, and for a second or subsequent offense shall be sentenced to pay a
fine of not less than $250.00 nor more than $3500.00 or be imprisoned for not
more than six months, or both, such fine and imprisonment in the discretion of
the court. This section shall not apply to violations of sections—7#73H—7734-and
section 7776 of this title.

Sec. 8. REDESIGNATION

32 V.S.A. § 7737 (licensed wholesale dealers; bonding) is redesignated as
32 VS.A. §7703.

Sec. 9. REPEALS
32 V.S.A. §§ 7731=7736 (licensure of wholesale dealers) are repealed.
Sec. 10. TOBACCO ENFORCEMENT CAPACITY; REPORT

(a) The General Assembly finds that the regulation of tobacco products,
tobacco substitutes, and the deceptive devices prohibited by 7 V.S.A. § 1013, as
added by this act, is a significant public health priority, especially with respect
to protecting individuals under 21 years of age from being targeted or supplied
with these products.

(b) On or before January 15, 2027, the Department of Liguor and Lottery,
in_consultation with the Olffice of the Attorney General, shall evaluate and
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report to the House Committees on Human Services and on Commerce and
Economic Development and the Senate Committees on Health and Welfare and
on Economic Development, Housing and General Affairs regarding the

following:

(1) the number of compliance checks that the Department conducted in
fiscal years 2025 and 2026 with respect to tobacco products and tobacco
substitutes;

(2) whether the Department’s current enforcement staffing levels are
sufficient to meet the compliance targets established in 7 V.S.A. § 1007(b)(1)
and _to adequately enforce 7 V.S.A. chapter 40 as amended by this act,
including the prohibition on deceptive devices in 7 V.S.A. § 1013, the
restrictions on_internet sales in 7 V.S.A. § 1010, and the expanded wholesale
licensure requirements;

(3) any unmet enforcement needs identified as a result of the expanded
scope of regulation under this act; and

(4) whether additional staffing resources at the Department of Liquor
and Lottery or the Office of the Attorney General, or both, would materially
improve compliance with and enforcement of Vermont’s tobacco laws.

Sec. 11. TAXATION OF TOBACCO SUBSTITUTES; TAX STAMPS;
REPORT

(a) The Office of the Attorney General, in collaboration with the
Departments of Taxes and of Liquor and Lottery and in consultation with
wholesale dealers and other interested stakeholders, shall:

(1) identify efficient and effective processes by which to impose taxes on
tobacco products and tobacco substitutes, as defined in 7 V.S.A. § 1001, as
amended by this act, including opportunities to base taxation on a product’s
nicotine concentration or on the volume of a product’s nicotine tank, or both;
and

(2) evaluate the continued use of tax stamps in this State as evidence of
payment of the excise tax on tobacco products and tobacco substitutes, as
defined in 7 V.S.A. § 1001, as amended by this act; explore the potential to
transition to a more modern process, such as quick-response (OR) codes or
other digitized systems; and consider the advantages and disadvantages of
using alternative approaches for certifving tax compliance.

(b) On or before January 15, 2027, the Office of the Attorney General shall
provide its findings and recommendations for the items set forth in subsection
(a) of this section, including proposed next steps and legislative needs, to the
House Committees on Commerce and Economic Development, on Human
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Services, and on Ways and Means and the Senate Committees on Economic
Development, Housing and General Affairs; on Finance; and on Health and

Welfare.
Sec. 12. EFFECTIVE DATES
This act shall take effect on July 1, 2026, except that:

(1) in Sec. 1 (7 V.S.A. chapter 40), section 1002b (wholesale dealers;
license required) shall take effect on July 1, 2027

(2) in Sec. 5 (32 V.S.A. §7702), the amendments to subdivisions (5)
(definition of “licensed wholesale dealer”) and (17) (definition of ‘“wholesale
dealer’s license’’) shall take effect on July 1, 2027 and

(3) Secs. 6 (32 V.S.A. §7776), 7 (32 V.S.A. § 7821), 8 (redesignation), and
9 (repeals) shall take effect on July 1, 2027.




