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Lawsuit Filed on Soda Tax

Calling new law unconstitutional, beverage alliance
spearheads effort to keep the city from collecting.

By Claudia Vargas
and Tricia L. Nadolny
STAFF WRITERS
The American Beverage Asso-
ciation, along with some Phila-
delphia residents and business-
es, filed suit Wednesday to block
the city's recently enacted sweet-

ened-beverage tax, arguing it is
unconstitutional.

The lawsuit was filed in Com-
mon Pleas Court, but lawyers
for the plaintiffs are asking that
the state Supreme Court take up
the case. They are seeking an
injunction to stop the city from

collecting the tax, which goes
:nlo effect Jan. 1.

“The Supreme Court will doubt-
lessly decide the case eventually,”
said Shanin Specter, the attorney
representing the 10 plaintiffs. “We
think it's important for the cit-
zens of Pennsylvania, including
Philadelphians, that they do so
sooner rather than later.”

The tax will add 15 cents per
ounce to the cost of most sugary

and diet beverages. Ma Ken-
ney sought the n;'c)-;llcd);::la tax
as a way to pay for expanded pre-
kindergarten and a number of oth-
er initiatives. The tax, signed into
law in June, is expected to gener-
ate about $92 million annually.

On Wednesday, Kenney cast
opponents of the tax in a villain-
ous light.

“While it is repugnant that the
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multi-billion-dollar soda in-
dustry would try to take
away these educational
and community programs
from the hundreds of thou-
sands of Philadelphians
who need them, we were
not surprised by their law-
suit given the ten million
dollars they have already
spent opposing the tax,”
Kenney said In a state-
ment. “I have no doubt
we'll be successful in de-
feating the lawsuit.”

A spokesman for Philadel-
phmns Against the Grocery

Tax Coalition, a group large-
ly funded by the beverage
association, disputed Ken-
ney’s characterization of op-
ponents’ motives.

“We are not against
pre-K, but it should be
funded in the right way,”
Anthony Campisi said in a
statement. “As we've said
throughout, rather than re-
lying on a tax based on
speculative revenue pro-
jections and paid for on
the backs of small busi-
nesses and low-income
families, the city should
seek a broad-based solu-
tion to sustainably fund

these programs.”

The city has retained
former City Solicitors Ken
Trujillo and Mark Aron-
chick to help in the legal
bartle.

The lawsuit contends
that the new tax is pre-
empted by the state sales
tax and would violate state
law that requires similar
products to be taxed at the
same rate.

The lawsuit also argues
that products purchased
through the Supplemenml
Nutrition Assist Pro-

the point of purchase.

The beverage industry
argues it is a sales tax be-
cause it will likely be
passed along in part to
consumers.

The lawsuit argues that
the tax would violate the
state constitution’s unifor-
mity clause, which re-
quires similar products
to be taxed at the same
rate.

The suit notes that “the
tax is based on volume not
value,” meaning the more
ive a beverage, the

gram (SNAP), mpulaﬂy
known as food stamps, are
exempt from sales taxes
and therefore implement-
ing a soda tax on such pur-
chases would be in viola-
tion of state and federal
rules.

“By taxing those benefi-
ciaries, the city will siphon
off $23 million in federal
money to the city treasury
and away from Philadel-
phia's 492,000 most needy
residents,” a news release
on the lawsuit said.

That argument assumes
that the soda tax is a type
of sales tax, which is at the
heart of the case.

The city contends the
soda tax is not a sales tax
because it is applied at the
distributor level and not at

less the tax would be as a

rcentage of overall cost.
pem szlgteuted past state
Supreme Court rulings
that rejected that type of
taxation when it involved
property, liquor, and coal.

City officials said they
were reviewing the com-
plaint but vowed to “vigor-
ously” defend the tax.

“We have always been
confident that the Sweet-
ened Beverage Tax was a
proper exercise of City
Council's authority and
that it will be upheld in
Court,” City Solicitor Sozi
Pedro Tulante said in a
statement.
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