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SUBJECT: County Firearns Buyback Program Fund Donati ons Credit

SUMVARY

Under the Revenue and Taxation Code, this bill would allow a credit equal to 15%
of donations made to any county firearnms buyback program fund.

Under the Penal Code, this bill would establish a Firearns Buyback Program
Under this program a county could establish a firearns buyback program
adm ni stered by the sheriff’s departnment. The program woul d be funded by
donat i ons.

Thi s anal ysis discusses only the tax credit.

EFFECTI VE DATE

The bill would becone effective January 1, 2001, and would apply to taxable or
i ncone years beginning on or after January 1, 2001

LEG SLATI VE H STORY

AB 94 (1998) and AB 9 (1999) woul d have created a tax credit for individua

t axpayers who purchase gun safes. AB 94 died in the Senate Revenue and Taxati on
Commttee. AB 9 was a two-year bill that was held in the Assenbly Revenue and
Taxation Conmittee and died because it did not pass the house of origin by the
constitutional deadline.

AB 156 (1999) woul d have created a tax credit for taxpayers who purchase a
firearm |l ocking device. AB 156 was a two-year bill that was held in the Assenbly
Revenue and Taxation Conmttee and died because it failed to pass out of the
house of origin by the constitutional deadline.

SPECI FI C FI NDI NGS

Under current federal and state | aws, a taxpayer may claima deduction for
charitable contributions made to a qualified organization. A charitable
contribution is a gift given to or for the use of a qualified organization. It
may be in the formof noney or property or unrei nbursed out-of-pocket expenses
incurred by the taxpayer in connection with services rendered to the

or gani zati on.
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Under current federal and state |aws, contributions of property qualify as
charitable contributions if the property is contributed to or for the use of
qgual i fi ed organi zations (public, private or governnental), as follows:

@ For corporations, existing federal and state | aws all ow a deduction for
charitable contributions, limted to 10% of the taxpayer’s net incone (except
as specified). Contributions in excess of 10% may be carried over to the
followng five incone years. Under state |aw, the anmount of a contribution is
limted to a taxpayer's basis in the property contri buted.

® For individuals, both federal and state |aws all ow a deduction for charitable
contributions. The amount generally deductible for a contribution of
appreci ated real property (normally capital gain property) is equal to the FW
of the property on the date of the contribution. For contributions to certain
types of charitable organizations, including governnental units, the all owable
deduction is limted to 50% of the taxpayer’s adjusted gross incone (AQ).
However, for other types of charitable organi zations, the deducti on may be
[imted to 30% of the taxpayer’s AG. |If the charitable contribution anount
exceeds 50% (or 30% of the taxpayer's AG, the taxpayer may carry over the
excess anmount up to five years.

Current federal and state tax |aws provide various tax credits designed to
provide tax relief for taxpayers who incur certain expenses (e.g., child and
dependent care credits) or to influence business practices and decisions or
achi eve social goals. Credits generally are based on a percentage of expenses
paid or incurred by the taxpayer.

This bill would allow a credit equal to 15% of donations made to any county
firearnms buyback programfund. A “county firearns buyback fund” woul d nmean a
fund designated by a county for the recei pt of donations pursuant to the Firearns
Buyback Program established by this bill

Any credit anmount in excess of tax could be carried forward indefinitely.

Pol i cy Consi derati ons

This bill would raise the follow ng policy considerations:

@ Conflicting tax policies conme into play whenever a credit is provided for
an expense itemfor which preferential treatnment is already allowed in
the formof a deduction. This new credit would have the effect of
provi ding a double benefit for that charitable contribution deduction
On the other hand, maeking an adjustnent to reduce the charitable
contribution deduction in order to elimnate the double benefit creates a
state and federal difference, which is contrary to the state's genera
conformty policy. 1In the case of a one-tinme deduction, the reduction of
t hat expense woul d not create an ongoi ng difference.

@ This bill does not specify a repeal date or limt the nunber of years for
the carryover. Credits typically are enacted with a repeal date to all ow
the Legislature to reviewtheir effectiveness. |If a repeal date were

provided and an unlimted credit carryover were allowed, the departnent
woul d be required to retain the carryover on the tax forns indefinitely.
Recent credits have been enacted with a carryover limt since experience
shows credits are typically used within eight years of being earned.



Assemnmb
I ntrod
Page 3

ly Bill 2487(Robert Pacheco)
uced February 24, 2000

| npl enent ati on Consi derati ons

I mpl ementing this bill would require some changes to existing tax fornms and
instructions and i nformation systens, which could be acconplished during the
departnment's normal annual update.

The bill provides a credit for 15% of “anmounts paid or incurred” for
donations to a county Firearns Buyback Program Fund. The use of the term
“paid or incurred” is confusing. According to the author’s staff, the
author intends the credit for a “cash donation” nmade by a taxpayer
Amendnments 1 and 2 would clarify that the credit is for cash donations.

Techni cal Consi der ati ons

The bill provides a credit for donations to “any county Firearns Buyback
Program Fund Credit.” Amendnment 1 and 2 would also clarify that only
donati ons nmade by a taxpayer to a Buyback Fund of a county located in this
state would qualify, by requiring the donation to be nmade to a buyback
program est abl i shed pursuant to the Penal Code.

FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inpact the departnent’s costs.

Tax Revenue Esti mate

Based on Iimted data and assunptions di scussed below, this bill would
result in negligible revenue | osses, nost likely | ess than $150, 000 annual |y
begi nning in 2001-02. The bill would be effective with taxable/incone years

begi nning on or after January 1, 2001.

Thi s anal ysis does not consider the possible changes in enploynent, personal
i ncone, or gross state product that could result fromthis nmeasure.

Tax Revenue Di scussion

Cash amounts donated and the amount of credits that could be applied to
reduce tax liabilities would determ ne the revenue inpact of this bill

For every $100,000 in cash donated to a county firearm buyback program
credits generated would be $15,000. |If, for exanple, $500,000 in cash were
donat ed by individuals or business entities to all such county prograns in
any given year, revenue |osses would be $75,000 assumng all credits could
be applied in the year generated.

As this type of county program does not currently exist, data do not exist
to neasure potential revenue |osses. On personal inconme tax returns, only
the nost significant of voluntary check-off contributions receives donations
of roughly $500,000 in any given year. It is difficult to predict how many
counties woul d designate a fund.
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According to the Departnent of Justice, occasionally a |local jurisdiction
may of fer nodest goods in exchange for one or nore firearns turned in by an
i ndi vidual at a specified collection point. Typically these |inmted buyback

prograns have occurred in urban areas and have experienced rather nodest
success.

BOARD PCSI TI ON

Pendi ng.
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FRANCH SE TAX BOARD S
PROPOSED AMENDMVENTS TO AB 2487
As I ntroduced February 24,2000

AVENDMENT 1
On page 3, nmodify lines 27 through 29 as foll ows:

anmount equal to 15 percent of the ampount patd-er—ineurred of cash (or cash
equi val ents) donated by the taxpayer during the taxable year fer—denatiens to any
county Firearnms Buyback Program Fund established pursuant to Title 6.7 of Part 4
of the Penal Code (commencing with Section 13920).

AVENDMENT 2
On page 4, nodify lines 6 through 8 as foll ows:

equal to 15 percent of the anpbunt paid-er—ineurred of cash (or cash equival ents)
donated by the taxpayer during the incone year fer—denatioens to any county

Fi rearns Buyback Program Fund established pursuant to Title 6.7 of Part 4 of the
Penal Code (commencing with Section 13920).




