
Minnesota Commercial Tobacco Point-of-Sale Policy Toolkit

Retail License Fees
Through licensing and related regulations, local governments (cities and counties) have the opportunity 
to broadly regulate the sale of commercial tobacco1 and related devices and products (such as 
electronic cigarettes) in the retail environment. This fact sheet provides an overview of considerations 
involved when calculating tobacco retail licensing fees. It is one in a series of resources providing 
Minnesota-specific information on local tobacco retail licensing and point-of-sale policy options.

Background

Licensing is a tool that local governments use to regulate 
businesses to help ensure compliance with the law. Cities 
and counties incur costs for administering and enforcing 
licensing regulations. A tobacco retail license fee allows 
cities and counties to recover these costs by placing 
the financial burden on the license holder or retailers 
to ensure compliance with local and state laws. When 
the fee is insufficient to cover the costs of compliance 
checks and enforcement, community residents are 
essentially subsidizing the sale of commercial tobacco. 
State law allows cities and counties to charge licensing 
fees to recover the estimated cost of enforcing the 
jurisdiction’s regulations.2

Retail license fees vary from community to community, 
with most set between $100 and $500 a year. Fees 
should vary because one size does not fit all. The 
“correct” fee for one community may be too high 
or low in another. Underestimating the costs may 

result in a licensing program being ineffective, while 
establishing fees that significantly exceed the costs 
would be inappropriate or unlawful. Local conditions 
will determine the appropriate fee. 

License fees should be carefully constructed and 
reviewed regularly. As conditions fluctuate over time, 
periodic review will ensure fees remain appropriate.

What’s a Fee Schedule?

Some communities do not include the actual amount 
of the license fee in the tobacco licensing ordinance. 
Instead, the fee may be included within a “fee schedule” 
in a separate ordinance that contains all the fees for 
city/county licenses and permits.

By removing fees from the individual regulatory 
ordinances, a city or county can reduce administrative 
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burdens associated with ordinance changes. Multiple 
fees can be amended at one time. Only one ordinance 
needs to be published.

Costs to Consider

A tobacco retail license fee can include all direct and 
indirect expenses related to a city or county’s role 
in issuing licenses and supervising, inspecting, and 
regulating license-holders and their employees. In most 
communities, these expenses will include:

 { Human resources: Examples include employee 
wages, overtime, pension contributions, workers’ 
compensation, youth stipends, training and 
education, and contracts for services. Human 
resource costs can be significant and should be 
a primary consideration when calculating retail 
license fees.

 { Equipment and other resources: From printing 
to postage, computers, and gasoline, numerous 
resources are needed for a licensing program to be 
successful. Equipment and other resources should 
be considered when calculating the actual costs 
incurred by a city or county.

 { Notices: City and county governments are required 
(Retail Tobacco Licensing Ordinances Procedural 
Requirements) to inform retailers by mail at least 30 
days before the adoption or amendment of a retail 
tobacco licensing ordinance. In addition, cities are 
required to post any proposed new ordinance or 
ordinance amendments on the city’s website and, 
if a city already uses its website to post ordinances 
or uses another electronic notification system 
or listserv, it must send notice of the proposed 
licensing ordinance or amendments via email 
or another electronic notification system to all 
subscribers at least 10 days prior to a final vote. 

 { Public hearings and publications: Some cities 
and counties hold public hearings in addition 
to publishing notice when they are considering 
amendments to retail regulations. Before they 
become effective, all enacted ordinances must 
be published in the official newspaper of the city 
or county. Some cities and counties also publish 
compliance check results in the paper. Costs 
associated with these types of activities can be 
included in the licensing fee. For more information 
on publishing notices, see Retail Tobacco Licensing 
Ordinances Procedural Requirements.

 { Applications and renewals: Drafting and 
disseminating application materials, reviewing 
license applications, conducting background 
checks, and issuing licenses all require significant 
staff time and additional resources. Local licensing 
agencies must also provide the state’s Department 
of Revenue with information updates on license-
holders whenever licenses are issued, renewed, 
transferred, canceled, suspended, or revoked. 
Administrative costs associated with these 
responsibilities can be incorporated into the local 
government’s licensing fee.

 { Mandatory retailer education: To help retailers 
comply with the law and reduce youth access 
to commercial tobacco products, some local 
governments require retailers and/or their employees 
to complete training on commercial tobacco 
regulations, penalties, and best practices, or offer 
trainings on a voluntary basis. Trainings help prevent 
sales to underage persons. Such education may be 
set as a condition of the license or as a consequence 
when a violation occurs. Costs associated with 
trainings can be incorporated into the license fee.

 { Compliance checks and inspections: As the local 
licensing authority, a city or county is responsible for 
ensuring that retailers within its jurisdiction comply 
with all applicable state and local commercial 
tobacco control laws, including but not limited 
to those that restrict youth access; require child-
resistant packaging; regulate product placement 
within the retail establishment; and limit sampling. 

While local enforcement staff must conduct at least 
one unannounced compliance check per year at 
each retailer in their jurisdiction, additional retail 
inspections are permitted and encouraged. Since 
the state’s minimum legal sales age is 21, state law 
requires cities and counties responsible for licensing 
to conduct at least one compliance check with the 
assistance of someone between the ages of 17 and 
20, in addition to any inspections done with younger 
participants. The number of inspections conducted 
will impact a community’s fee calculation. For 
more information on enforcement programs, see 
Compliance and Local Enforcement Programs.

 { Violations and penalties: Local licensing authorities 
must establish an administrative hearing system 
to allow alleged violators to challenge alleged 
violations. While the penalties imposed and 
the hearing or court costs collected may cover 
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some of these expenses (when cycled back into 
the enforcement program), any shortfalls can 
be addressed through licensing fees. For more 
information on penalties, see Violations and Penalties.

 { Alternative penalties for youth: Under state law, 
local licensing authorities are required to consult 
with interested persons (parents, educators, etc.) 
to develop alternative penalties for persons under 
the legal sales age of 21 who use a false ID to try 
to purchase tobacco products. Options could 
include in-person or online courses which address 
commercial tobacco use, cessation programs 

such as My Life My Quit, and community service. 
Alternative penalties cannot include monetary fines 
or penalties.3 The costs associated with this step can 
be calculated as part of the licensing fee. For more 
information on penalties, see Violations and Penalties.

 { Tobacco retail licensing calculator: The Public 
Health Law Center has developed a calculator to 
help jurisdictions figure out how much they need to 
charge retailers for licensing fees to cover the costs 
of running a comprehensive tobacco retail licensing 
program. See Tobacco Retail Licensing Calculator. 

Contact Us

Please feel free to contact the Public Health Law Center at 651-290-7506 or publichealthlaw@mitchellhamline.edu 
with any questions about the information included in this fact sheet or to discuss concerns you may have about 
implementing these policy options.

Endnotes
1	 The	Public	Health	Law	Center	recognizes	that	traditional	and	commercial	tobacco	are	different	in	the	ways	they	are	planted,	

grown,	harvested,	and	used.	Traditional	tobacco	is	and	has	been	used	in	sacred	ways	by	Indigenous	communities	and	tribes	for	
centuries.	Comparatively,	commercial	tobacco	is	manufactured	with	chemical	additives	for	recreational	use	and	profit,	resulting	
in	disease	and	death.	For	more	information,	visit:	http://www.keepitsacred.itcmi.org.	When	the	word	“tobacco”	is	used	through-
out	this	document,	a	commercial	context	is	implied	and	intended.

2	 Minn. Stat.	§461.12,	subd.	1	(2021).	https://www.revisor.mn.gov/statutes/cite/461.12.

3	 Minn. Stat.	§461.12,	subd.	4	(2021).	https://www.revisor.mn.gov/statutes/cite/461.12
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License Fee Checklist

Notices & Publications

Staffing costs (drafting, meetings, etc.) $

Printing & mailing (envelopes,  
paper, postage, printing, etc.) $

Publication costs $

Education costs (meetings,  
responding to questions, etc.) $

Meeting costs $

Other costs $

Total $

License Applications & Renewals

Staffing costs (training, drafting,  
& review) $

Equipment & supplies  
(paper, computers, etc.) $

Background checks $

Printing & mailing (envelopes,  
paper, postage, printing, etc.) $

Meeting costs $

Processing payments $

Filing & recordkeeping $

Other costs $

Total $

Retailer Education

Staffing costs $

Resource development $

Printing & mailing (envelopes, paper,  
postage, printing, etc.) $

Meeting costs (food, beverages,  
rental costs, etc.) $

Filing & recordkeeping $

Other costs $

Total $

Compliance Checks & Inspections

Staffing costs (employee &/or  
independent contractors) $

Protocol & resource development $

Training costs $

Transportation costs (fuel, mileage,  
depreciation) $

Printing & mailing $

Youth recruitment & training $

Youth stipend/reimbursement $

Filing & recordkeeping $

Program review & assessment $

Other costs $

Total $

Violations & Penalties

Staffing costs $

Filing & recordkeeping $

Hearing &/or court fees $

Prosecution costs $

Printing & mailing (envelopes, paper,  
postage, printing, etc.) $

Other costs $

Total $

Alternative Penalties — Underage Persons

Staffing costs $

Equipment & supplies $

Filing & recordkeeping $

Printing & mailing (envelopes,  
paper, postage, printing, etc.) $

Meeting costs $

Training costs $

Program review & assessment $

Other costs $

Total $
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