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Date of Hearing:  January 20, 2022 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Chris Holden, Chair 

AB 1249 (Gallagher) – As Amended January 3, 2022 

Policy Committee: Revenue and Taxation    Vote: 9 - 0 

      

      

Urgency:  Yes State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill, until January 1, 2028, allows taxpayers to exclude settlement amounts from the Fire 

Victims Trust (Trust) from gross income under the Personal Income Tax (PIT) and Corporation 

Tax (CT) Law, and authorizes the refund of resultant overpayments from prior tax years.  This 

bill states the goal of creating the income exclusion and requires the Franchise Tax Board (FTB) 

to provide a report with specified tax data. 

FISCAL EFFECT: 

1) General Fund (GF) revenue loss of approximately $140 million in fiscal year (FY) 2021-22, 

$42 million in FY 2022-23 and $33 million in FY 2023-24. 

2) Costs of an unknown amount to the FTB to update existing tax forms and information 

systems and provide the report. 

COMMENTS: 

1) Purpose.  According to the author: 

AB 1249 is a straightforward fix that would clarify state tax exemption 

criteria for victims of three of the most destructive [fires] in 

California’s history.  Victims have been through enough and deserve 

to receive the maximum amount of compensation from PG&E for the 

amount of pain and suffering the company has caused. 

2) Fire Victims Trust.  In January 2019, PG&E declared bankruptcy after findings that the 

company’s equipment sparked a number of destructive wildfires.  On June 20, 2020, the 

United States Bankruptcy Court for the Northern District of California approved PG&E’s 

bankruptcy plan, establishing the Trust and authorizing $13.5 billion in compensation to 

victims of the 2015 Butte Fire, 2017 North Bay Fires (including Tubbs and Nuns) and 2018 

Camp Fire.  Existing federal and state laws generally exclude amounts received in a 

settlement from gross income.  However, exceptions include punitive damages and amounts 

resulting from emotional distress, unless the emotional distress results from physical injury 

or sickness.  This bill allows impacted taxpayers to exclude from gross income any 

settlement amounts received from the Trust. 

3) Tax Expenditure vs. Direct Expenditure.  The various tax credits, deductions, exclusions 

and exemptions in existing law are tax “expenditures” generally enacted to accomplish some 
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governmental purpose, with a determinable cost associated with each in the form of foregone 

revenues.  By excluding all Trust compensation from fire victims’ gross income, this bill 

creates a new tax expenditure.  

 

As the Department of Finance notes in its annual Tax Expenditure Report, there are several 

key differences between tax expenditures and direct expenditures.  First, tax expenditures are 

reviewed less frequently than direct expenditures once they are put in place, which may 

result in tax expenditures remaining part of the tax code without demonstrating any public 

benefit.  Second, there is generally no control over the amount of revenue losses associated 

with any given tax expenditure.  Finally, it should also be noted that, once enacted, it takes a 

two-thirds vote to rescind an existing tax expenditure, absent a sunset date.  

  

4) Different Approach from Prior Legislation.  AB 50 (Hill), Chapter 18, Statutes of 2011, 

excluded disaster relief payments to San Bruno pipeline explosion victims from gross 

income.  Although the explosion was declared a state disaster, the explosion was never 

declared a federal disaster, which would have triggered the exclusion of disaster relief 

payments from gross income under existing law.  Thus, AB 50 treated the explosion as a 

“qualified disaster” under federal law, allowing impacted taxpayers in receipt of payments 

from PG&E’s relief fund and other organizations to benefit from the existing exclusion.  The 

Butte Fire, North Bay Fires and Camp Fire were federally declared disasters, so related 

disaster relief payments are already excluded from gross income.  This bill instead deals with 

the treatment of related settlement payments. 

Analysis Prepared by: Irene Ho / APPR. / (916) 319-2081


