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Josephs' measure would strengthen enforcement

of tobacco settlement law; protect Pa.'s financial interests
HARRISBURG, Dec. 11 -- State Rep. Babette Josephs, D-Phila., wants to make sure that cigarette companies are paying their fair share of money they owe Pennsylvania as required under the state's Tobacco Settlement Agreement Act.
According to the 2000 law, cigarette manufacturers who choose not to participate in the Master Settlement Agreement must establish and maintain an escrow fund approved by the attorney general. However, Josephs said it has been discovered that many nonparticipating cigarette manufacturers have been selling cigarettes without following through on their escrow obligations to the states.
"By not meeting their escrow obligations, these cigarette manufacturers are under-pricing their cigarettes and reducing their settlement payments to Pennsylvania and the other 45 states involved in the Master Settlement Agreement," Josephs said. 
"I have introduced legislation that would protect Pennsylvania's financial interests by ensuring that it continues to receive every penny it is in entitled to from cigarette manufacturers."
The measure (H.B. 2258) would require nonparticipating manufacturers to show that they have created a properly funded escrow account before they could sell cigarettes in Pennsylvania.

In addition, the bill would take steps to ensure that any manufacturer participating in the Master Settlement Agreement continues to make its settlement payments to the Commonwealth by imposing a 20-cent-per-pack contingency tax on cigarettes sold in the state. The tax would go into effect only if a large cigarette manufacturer fails to meet its settlement obligations to Pennsylvania.

"This way, even if a manufacturer files for bankruptcy and reneges on its annual payment to the state, like Philip Morris threatened to do earlier this year, Pennsylvania would continue receiving the full amount of revenue it's owed under the settlement agreement," Josephs added.

In April, Philip Morris threatened to file for bankruptcy and not make its annual payment to the states unless an $11.2 billion Illinois appeal bond, which was the result of a class action suit, was reduced.
"This legislation would prevent Philip Morris or any other tobacco company from blackmailing the states for special protection or reneging on their legal responsibilities,” she said.
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