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California voters will have an opportunity this November to strengthen taxpayer control and government accountability, and prevent hidden taxes from increasing consumer costs on products and services we depend on.  Proposition 37, supported by California taxpayers, businesses and consumers, will close a loophole in the law that allows politicians to impose new taxes without a vote of the people or a two-thirds vote of the Legislature.

Why is Proposition 37 necessary?

Voters want control over new taxes

· By passing Proposition 13 two decades ago, California voters required that new state taxes be approved by two-thirds majority vote of the Legislature.  In 1996, voters passed Proposition 218, which mandated that all new local taxes be approved by a vote of the people in that jurisdiction.

· In 1997 a California Supreme Court decision (Sinclair Paint Company v. State Board of Equalization) created a loophole that allows the state and local governments to impose new taxes on California businesses by labeling them as “fees” without complying with voting requirements of Propositions 13 and 218.

Potential for abuse

· Thanks to the existing loophole, the possibilities for harmful new taxes, masquerading as fees, are endless and absurd.  New levies now can be imposed on any product that could have an adverse impact on someone.  Should we tax fast food because some people litter?  Fatty foods because they lead to health problems?  Movie tickets because films are said to cause violence? 

· Without Proposition 37, there is no limit to the taxes that can be raised without a public vote and deposited into special funds without the accountability that taxpayers demanded when they passed Propositions 13 and 218.

· One state program has raised $75 million in these questionable fees and produced little quantifiable results (California State Auditor #98117, April 13, 1999).  Where has all that money gone?

· Currently, the economy is strong and there is reluctance to enact a new tax.  But what happens when the economy slows down – as it surely will – and the government must find new ways to fund its endless appetite for new programs?

Don’t we pay enough taxes already?

· The most current data available shows that state and local fees and assessments now cost California taxpayers a whopping $25 billion per year – in addition to sales, property, income, excise and other taxes.

Consumers pick up the tab

· Consumers ultimately bear the burden of government-mandated fees on products.  The “hidden” taxes now allowed under current law only mean that consumers will pay more for necessities such as gasoline, electricity and other products the government determines may cause someone harm.
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