Bill Analysis
Author: Smallwood-Cuevas Sponsor: Bill Number: SB 573

Related Bills: See Legislative Amended: March 26, and
History April 2, 2025

SUBJECT
Guaranteed Income Pilot Programs Income Exclusion
SUMMARY

The bill, under the Personal Income Tax Law (PITL), would extend the operative date for
the income exclusion provided to the California Guaranteed Income Pilot Program
from July 1, 2026, to July 1, 2031, and extend the repeal date from January 1, 2027, to
January 1, 2032.

This is the Franchise Tax Board’s (FTB) first analysis of the bill.
RECOMMENDATION

No position—The three-member Franchise Tax Board has not formally voted or taken a
position on this bill.

SUMMARY OF AMENDMENTS

The March 26, 2025, amendments replaced property tax law provisions with provisions
amending the Corporation Tax Law (CTL), which would have modified the corporate
tax rates for publicly held corporations based on compensation ratios.

The April 2, 2025, amendments removed the provisions of the CTL related to tax
imposed on publicly held corporations and replaced them with the provisions
discussed in this analysis.

REASON FOR THE BILL
The reason for the bill is to provide financial relief to vulnerable Californians.
ANALYSIS

The bill, under the PITL, would extend the gross income exclusion for any payment
received by an individual from a guaranteed income pilot program or project that
receives a grant pursuant to the Welfare and Institutions Code (WIC) section 18997.
The exclusion would remain operative until July 1, 2031, rather than July 1, 2026. The
statute allowing the exclusion would be repealed as of January 1, 2032, rather than
January 1, 2027.
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In addition, for purposes of complying with Section 41, the Legislature finds and
declares that the specific goal of the statute is to provide financial relief to vulnerable
Californians, and that there is no available data to collect or report with respect to the
exclusion.

The code section modified by this bill would become inoperative on July 1, 2031, and,
as of January 1, 2032, would be repealed.

Effective/Operative Date

As a tax levy, this bill would be effective immmediately upon enactment. The gross
income exclusion would be operative until July 1, 2031.

Federal/State Law
Federal Law

Internal Revenue Code (IRC) section 61 provides that gross income includes all
income from whatever source derived, including compensation for services, business
income, gains from property, interest, dividends, rents, and royalties, unless specifically
excluded.

In addition, federal law provides that certain types of income are excluded from gross
income, such as amounts received as a gift, certain compensation for injuries and
sickness, qualified scholarships, educational assistance programs, foster care
payments, and interest received on certain state or federal obligations. Existing federal
law disallows a deduction for any expense that is allocable to one or more classes of
income wholly exempt from federal income tax.

State Law

California conforms, under the PITL, to IRC section 61, as to the definition of gross
income. California also conforms, in part, to some of the federal statutory exclusions
from income. Furthermore, California conforms to federal law that disallows a
deduction for any expense that is allocable to income that is wholly exempt from tax.

Current state law provides that payments received by an individual from a
guaranteed income pilot program or project that received a grant from the California
Guaranteed Income Pilot Program are excluded from gross income until July 1, 2026.

Implementation Considerations

The FTB has identified the following considerations and is available to work with the
author’s office to resolve these and other considerations that may be identified.
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This bill is extending the operative statute date to July 1, 2031. Individuals generally file
returns based on calendar years. For clarity and consistency with tax terminology, the
author may wish to amend the bill to include an operative date that refers to “taxable
years beginning on or after January 1, 2026, and beginning before January 1, 2032,
and as of December 1, 2032, is repealed.”

Technical Considerations

The author may wish to consider adding a repeal date to the Section 41 provisions to
be repealed on the same date that the gross income exclusion is repealed.

Policy Considerations

The guaranteed income program in WIC section 18997 will become inoperative on
January 1, 2028, and is repealed as of January 1, 2029 (WIC section 18997.4).1t’s
unclear if the eligible entities who receive those grants and then provide guaranteed
income to participants would be making those payments after January 1, 2028. (See
WIC section 18997 (a).) The author may wish to consider revising the operative taxable
years for the exclusion to match the taxable years in which the eligible entities would
provide the guaranteed income payments.

LEGISLATIVE HISTORY

SB 33 (Cortese, et al., 2025/2026), under the PITL, would provide that gross income
does not include any amount received as an award pursuant to the California
Success, Opportunity, and Academic Resilience Guaranteed Income Program.
Additionally, any amount received as an award pursuant to this program would not
be considered earned income for purposes of eligibility for the California Earned
Income Tax Credit, the Young Child Tax Credit, or the Foster Youth Tax Credit. This bill
has been held in the Senate Appropriations Committee.

SB 187 (Senate Committee on Budget and Fiscal Review, Chapter 50, Statutes of 2022),
under the PITL, among other things, provided that any payment received by an
individual from the California Guaranteed Income Pilot Program under WIC

section 18997 would be excluded from gross income.

AB 153 (Assembly Committee on Budget, Chapter 86, Statutes of 2021), under the WIC,
among other things, subject to an appropriation in the annual budget, provided that
the California Department of Social Services would be required to administer the
California Guaranteed Income Pilot Program.

PROGRAM BACKGROUND

None noted.
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OTHER STATES’ INFORMATION
None noted.
FISCAL IMPACT

The FTB’s costs to implement this bill have yet to be determined. As the bill moves
through the legislative process, costs will be determined.

ECONOMIC IMPACT
Revenue Estimate
This bill as amended April 2, 2025, would result in a minor revenue |0ss.

This analysis does not account for changes in employment, personal income, or gross
state product that could result from this bill or for the net final payment method of
accrual.

Revenue Discussion

This bill would exclude from gross income payments received as part of a California
Guaranteed Income Pilot Program. Based on data from the seven pilot programs
currently available, it is estimated that 2,300 eligible participants would receive
between $7,000 and $15,000 in guaranteed income in the 2026 taxable year.

Because these programs prioritize low-income populations, it is assumed that eligible
individuals would have less than $10,000 in other earned income and would not
currently have an income tax filing requirement. However, without the income
exclusion, the guaranteed income payments may cause some individuals to meet or
exceed the filing threshold. As a result, the estimated revenue loss is expected to be
less than $100,000.

LEGAL IMPACT
None noted.
EQUITY IMPACT
None noted.
APPOINTMENTS

None noted.
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SUPPORT/OPPOSITION
None on file.
ARGUMENTS
None on file.
LEGISLATIVE CONTACT

FTBLeqislativeServices@ftb.ca.gov
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