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SUBJECT: School Supplies for Homeless Children Fund/Remove Repeal Date

SUMMARY
This bill would remove the sunset date for the School Supplies for Homeless Children Fund.

This bill would also modify the State Department of Social Services time period for the validity of
a nonprofit's designation. This change does not affect the department and is not discussed in this
analysis.

RECOMMENDATION

No position.

REASON FOR THE BILL

The reason for this bill is to continue to provide funding for school supplies for homeless students.
EFFECTIVE/OPERATIVE DATE

This bill would be effective and operative on January 1, 2017.

FEDERAL/STATE LAW

Current federal tax law provides a true check-off to direct $3 of a taxpayer’s tax liability to the
Presidential Election Campaign Fund. Designation of the $3 amount does not affect a taxpayer’s
tax liability or refund amount.

Current state tax law allows taxpayers to make contributions of their own monies (not tax liability)
on their tax returns to any of the 18 voluntary contribution funds, including the School Supplies for
Homeless Children Fund, listed on the 2015 state personal income tax return. Each fund
provides for the reimbursement of the Franchise Tax Board's (FTB's) and the Controller’s actual
costs to administer the fund.

Taxpayers contributing to the funds are specifically allowed to deduct those contributions on their
state income tax returns for the year in which the contribution is made. These contributions may
satisfy the requirements under federal law for a charitable contribution deduction.
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Generally, funds remain on the tax return until repealed or the fund fails to meet its minimum
contribution amount. The School Supplies for Homeless Children Fund is currently set to repeal
on January 1, 2016, and is subject to a minimum contribution amount, that is adjusted annually
for inflation. The annual inflation adjustment is based on the percentage change in the California
Consumer Price Index.

The FTB is required to determine by September 1 of each year whether estimated contributions
to the funds will be less than the minimum contribution amount for that calendar year. If the FTB
estimates that contributions to a fund will fail to meet or exceed the minimum contribution amount
for a calendar year, the fund is repealed effective for taxable years beginning on or after

January 1 of that calendar year.

THIS BILL

This bill would remove the sunset date for the School Supplies for Homeless Children fund. As a
result, the fund would remain on the return indefinitely, or until contributions fail to meet the
minimum contribution amount.

IMPLEMENTATION CONSIDERATIONS
Implementing this bill would not impact the department’s program and operations.
LEGISLATIVE HISTORY

SB 761 (DeSaulnier, Chapter 365, Statutes of 2014 ) designated the Department of Social
Services as the administering agency responsible for the School Supplies for Homeless Children
Fund.

SB 1571 (DeSaulnier, Chapter 459, Statutes of 2012) established the School Supplies for
Homeless Children Fund for taxpayers to designate a contribution on the state personal income
tax return.

PROGRAM BACKGROUND

The School Supplies for Homeless Children Fund first appeared on the 2012 return. The
minimum contribution amount for this fund each calendar year is $250,000, indexed for inflation
since calendar year 2015. The minimum contribution amount the fund must receive to remain on
the 2016 return is $258,822.

Since 2012 the fund has received the following contributions:

2013 2014 2015

$367,868 $337,949 $398,900
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OTHER STATES’ INFORMATION

The states surveyed include Florida, lllinois, Massachusetts, Michigan, Minnesota, and New York.
These states were selected due to their similarities to California's economy, business entity types,
and tax laws.

lllinois allows taxpayers to designate personal funds on their personal income tax return to the
Assistance to the Homeless Fund.

Massachusetts, Michigan, Minnesota and New York allow for taxpayer contribution designations
on the personal income tax return; however, none of these states provide a voluntary contribution
comparable to the one discussed in this bill.

FISCAL IMPACT
This bill would not impact the department’s costs.
ECONOMIC IMPACT

This bill would result in the following revenue loss:

Estimated Revenue Impact of AB 1789
As Introduced on February 4, 2016
Assumed Enactment After June 30, 2016
2016-17 2017-18 2018-19

N/A - $10,000 - $15,000

This analysis does not account for changes in employment, personal income, or gross state
product that could result from this bill.

Revenue Discussion

This bill would remove the fund’s repeal date thus allowing the School Supplies for Homeless
Children Fund to remain on the return after 2016, as long as the minimum contribution amount is
met. The estimate assumes that the fund will continue to meet the minimum contribution each
year to remain on the personal income tax return.

Based on historical tax data, FTB estimates contributions would be $400,000 for taxable year
2016. Approximately 56 percent of taxpayers who contribute to voluntary contribution funds
itemize their deductions. It is estimated the average tax rate for these taxpayers is six percent,
resulting in the estimated revenue loss of approximately $10,000 in 2017, and $15,000 each year
thereafter.

The tax year estimates are converted to fiscal years, rounded, and reflected in the table above.
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SUPPORT/OPPOSITION'
Support: K to College
Opposition: None provided
ARGUMENTS

Proponents: Some would argue that assisting homeless children to obtain school supplies would
increase their chances of succeeding in their education.

Opponents: Some may argue that taxpayers who are inclined to contribute to this cause can do
so through other voluntary methods.

LEGISLATIVE STAFF CONTACT

Funmi Obatolu Jame Eiserman Gail Hall

Legislative Analyst, FTB Revenue Manager, FTB Legislative Director, FTB
(916) 845-5845 (916) 845-7484 (916) 845-6333
funmi.obatolu@ftb.ca.gov jame.eiserman@ftb.ca.gov gail.hall@ftb.ca.gov

' As noted in the Author’s Fact Sheet dated February 12, 2016.
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