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UNFINISHED BUSINESS

Bill No: SB 264
Author: Niello (R)
Amended: 6/19/23
Vote: 21- Urgency

SENATE GOVERNANCE & FIN. COMMITTEE: 7-0, 5/3/23
AYES: Caballero, Seyarto, Dahle, Durazo, Glazer, Skinner, Wiener
NO VOTE RECORDED: Blakespear

SENATE APPROPRIATIONS COMMITTEE: Senate Rule 28.8

SENATE FLOOR: 38-0, 5/18/23 (Consent)

AYES: Allen, Alvarado-Gil, Archuleta, Ashby, Atkins, Becker, Blakespear,
Bradford, Caballero, Cortese, Dahle, Durazo, Eggman, Glazer, Grove, Hurtado,
Jones, Laird, Limén, McGuire, Menjivar, Min, Newman, Nguyen, Niello, Ochoa
Bogh, Padilla, Portantino, Roth, Rubio, Seyarto, Skinner, Smallwood-Cuevas,
Stern, Umberg, Wahab, Wiener, Wilk

NO VOTE RECORDED: Dodd, Gonzalez

ASSEMBLY FLOOR: 80-0, 9/11/23 - See last page for vote

SUBJECT: Income taxes: deduction: disaster losses

SOURCE: Author

DIGEST: This bill extends the sunset on the ability for taxpayers to deduct
disaster losses until the 2028 taxable year.

Assembly Amendments delete an unnecessary section.
ANALYSIS:
Existing law:

1) Allows various income tax credits, deductions, exemptions, and exclusions.
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2) Establishes that it does not automatically conform to changes in federal tax law,
except for specific retirement provisions; instead, the Legislature must
affirmatively conform to federal changes.

3) Allows, in conformity with federal law, taxpayers to elect to claim a loss
sustained from a disaster, either in the year the loss occurs or in the year
preceding the loss (SB 35 (Wolk, Chapter 230, Statutes of 2015)).

4) Permits the deduction under both the Personal Income and Corporation Taxes.

5) Specifies that for state tax purposes, the disaster must occur in any city, county,
or city and county in this state that is proclaimed by the Governor to be in a
state of emergency

6) Provides that any loss claimed as a deduction cannot be compensated for by
insurance or otherwise.

7) Allows taxpayers to claim the loss notwithstanding any tax filing deadline
extension, or suspension of net operating losses for the taxable year where the
taxpayer claims the deduction, with one exception, and updates the cross
reference for the exception.

8) Sunsets its provisions after the 2023 taxable year, and repeals the section on
December 1, 2024.

This bill:

1) Extends the sunset on California’s conformity to federal disaster loss treatment
in the Personal Income and Corporation Tax Laws until the 2028 taxable year,
and its repeal date until December 1, 2029.

2) Contains legislative findings and declarations to comply with Section 41 of the
Revenue and Taxation Code.

Background

There have been many Governor-proclaimed disasters in recent years. Over the
past few months, the Governor has proclaimed the following disasters:

e April 2023 — severe winter storms in the counties of Contra Costa, Riverside,
San Diego, and Yolo

e February/March 2023 — severe winter storms in the counties of Alameda,
Alpine, Amador, Butte, Calaveras, Del Norte, El Dorado, Fresno, Glenn,
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Humboldt, Imperial, Inyo, Kern, Kings, Lake, Los Angeles, Madera, Marin,
Mariposa, Mendocino, Merced, Modoc, Mono, Monterey, Napa, Nevada,
Orange, Placer, Plumas, Sacramento, San Benito, San Bernardino, San
Francisco, San Joaquin, San Luis Obispo, San Mateo, Santa Barbara, Santa
Clara, Santa Cruz, Shasta, Sierra, Sonoma, Stanislaus, Trinity, Tulare,
Tuolumne, and Yuba

December 2022/January 2022 — severe winter storms in all counties
December 2022 — earthquake in Humboldt county

September 2022 — tropical storm in the counties of Imperial, Inyo, Los Angeles,
Riverside, and San Bernardino

This bill extends California’s conformity with federal law to allow taxpayers to
claim disaster loss deductions resulting from future disasters in either the current or
previous taxable year, thereby allowing taxpayers file an amended return claiming
the loss, and receive an immediate tax refund.

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: No

According to the Assembly Appropriations Committee:

General Fund (GF) revenue loss of approximately $6,000 per disaster, based on
historical data. For reference, the Governor issued 19 emergency proclamations
in 2021 related to multi-county drought, fires, heat waves, high winds, and
winter storms, as well as a pipeline spill. However, as the frequency and
severity of disasters continue to increase in California, there will likely be a
corresponding increase in GF revenue loss. To the extent there are more than
25 relevant disasters in a year, GF revenue loss could exceed $150,000 that
year.

GF revenue loss stems from affected taxpayers electing to claim a disaster loss
and amend their prior year tax returns instead of waiting to claim a casualty loss
when filing their current year tax returns. FTB assumes a taxpayer would
choose the loss reporting option most beneficial to their financial situation.

Minor and absorbable costs to FTB to continue administering the deduction and
report specified data to the Legislature.

SUPPORT: (Verified 9/11/23)

California Farm Bureau Federation
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OPPOSITION: (Verified 9/11/23)
None received

ARGUMENTS IN SUPPORT: According to the author, “California has seen
numerous types of disasters in recent years ranging from wildfires, winter flooding
and earthquakes. Current law has helped provide tax relief automatically when the
Governor or President proclaims a state of emergency but will expire next year. SB
264 extends the sunset date for the Disaster Loss Tax Deduction for 5 years,
allowing individuals impacted by disasters to continue receiving tax relief.”

ASSEMBLY FLOOR: 80-0, 9/11/23

AYES: Addis, Aguiar-Curry, Alanis, Alvarez, Arambula, Bains, Bauer-Kahan,
Bennett, Berman, Boerner, Bonta, Bryan, Calderon, Juan Carrillo, Wendy
Carrillo, Cervantes, Chen, Connolly, Megan Dahle, Davies, Dixon, Essayli,
Flora, Mike Fong, Vince Fong, Friedman, Gabriel, Gallagher, Garcia, Gipson,
Grayson, Haney, Hart, Holden, Hoover, Irwin, Jackson, Jones-Sawyer, Kalra,
Lackey, Lee, Low, Lowenthal, Maienschein, Mathis, McCarty, McKinnor,
Muratsuchi, Stephanie Nguyen, Ortega, Pacheco, Papan, Jim Patterson, Joe
Patterson, Pellerin, Petrie-Norris, Quirk-Silva, Ramos, Rendon, Reyes, Luz
Rivas, Rodriguez, Blanca Rubio, Sanchez, Santiago, Schiavo, Soria, Ta, Ting,
Valencia, Villapudua, Waldron, Wallis, Ward, Weber, Wicks, Wilson, Wood,
Zbur, Robert Rivas

Prepared by: Colin Grinnell / GOV. & F./(916) 651-4119
9/11/23 20:12:40
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