























Assembly Member 


State Capitol


Sacramento, CA  95814





	RE:	AB 83 (Cardenas).  Home Based Business, Tax Loophole, as


		amended





Dear Assembly Member ____:





The League strongly opposes AB 83, as amended.  





The most recent amendments open the door to tax loopholes far beyond the bill’s original language.  In its current form, the bill will allow any organized group of independent contractors to challenge local business tax authority.  The issue is simple.  If your earnings are not subject to employee payroll income taxes, you are operating a business and should pay the same share of local taxes as other business operators.





Why is a major problem for cities?





Preemptive


First, the precedent will be set that any well-heeled set of independent contractors may organize and form an assault on local city councils or on Sacramento to seek a preemptive exemption from the local tax.  The list could include software writers, lawyers, management consultants etc.  The list of potential exemption seekers is endless.  This is a fundamental abridgment of local control regardless of how you package it.





Discriminatory


Unequal enforcement will be raised by the other businesses.  The fairness issue will become a constant drumbeat from consultants and others who will make a case for their situation.  Why should an independent plumber pay and register, while the screenwriter down the street is exempt?





Creates Inefficiencies and Intrusions


Exempting some classes of independent contractors will cause confusion and enforcement difficulties.  Anyone with a computer in Los Angeles is probably working on a killer script in his or her spare time.  How will a city define a full time attorney who is writing the next blockbuster legal series in his spare time?  AB 83 imposes new considerations for local tax authorities, unique from State and federal tax considerations, which will lead to greater intrusion on a business and less efficient tax administration.





Usurps Home Rule


Local solutions are still available to the sponsoring parties.  The City of Los Angeles, where this problem arises most, was lobbied by the writers and subsequently amended their business license ordinance to include the same determinatives used by the IRS, and exempt writers from the $25 registration fee.  Now, here we are with hundreds of cities facing a statewide preemptive solution to an isolated problem that is being addressed at the appropriate level.  Why should your cities have a loophole carved into their local ordinances?  There is no reason except to give privileged classes privileged tax breaks.





The question of the First Amendment has been raised by the proponents.  This issue has been addressed specifically by the state Supreme Court in Times Mirror v City of Los Angeles, 192 Cal.App. 3d 170; 237 Cal.Rptr. 346 [May 1987].  The court ruled that requiring a license and a tax did not violate the First Amendment.  To our knowledge, there are no ordinances that look at content of, or activity at the local level that would have First Amendment implications.  If you are producing something for commercial sale out of your home, then and only then will a local business ordinance trigger.  No commerce, no local involvement.





For these reasons, the League strongly opposes AB 83 and urges you to vote no on this bill.








Sincerely,














David A. Jones


Legislative Representative.


