Governor Arnold Schwarzenegger 



State Capitol Building
Sacramento, CA 95814 

Fax:  916-558-3160

Re: Opposition to withholding on independent contractor 
Dear Governor Schwarzenegger:

I am [corporate title] of [Name of company].  We’re a promotional products supplier/distributor that [Description of what the company sells]. 

Last December, you opposed a provision that would have imposed withholding on independent contractors. That proposal has been inserted once again as part of the Budget Conference Committee report issued Tuesday, June 16. 

We urge you to reject this proposal again for two reasons:

Independent contractor withholding would substantially hurt our business by reducing the number of people who would consider establishing their own businesses selling [Name of company] products.

The administrative costs of independent contractor withholding would outweigh the minimal amount of any revenue actually collected, but it would most definitely hurt [Name of company] independent sales representatives/promotional consultants.

In a 2005 report, the California Franchise Tax Board (FTB) raised several concerns on the effectiveness of implementing a withholding program for independent contractors.  The FTB estimated that at a withholding “rate of two percent, almost 70 percent of independent contractors will be over withheld and more than 40 percent of amounts will be in excess of tax owed.”  

In its concluding remarks, the FTB stated, “However, taxpayer burden is estimated to be substantial and these [FTBs] estimates do not include non-quantifiable costs such as the level of financial hardship imposed on taxpayers subject to withholding.”

We at [Name of company] urge you not to sign any bill that contains independent contractor withholding. Such a bill would not only be bad for our business and our sales representatives/promotional consultants, but would also be bad for California.

Sincerely,

[Title]

[Name of company]

Cc:  Legislative Leaders

