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ASSEMBLY THIRD READING 

AB 1863 (Irwin) 

As Amended  May 19, 2022 

Majority vote 

SUMMARY 

Requires the Franchise Tax Board (FTB) to notify individuals, who were previously eligible for 

California Earned Income Tax Credit (CalEITC) in any of the previous three taxable years, about 

the paperless filing options offered through the FTB, including the CalFile program. 

Major Provisions 

1) Requires, beginning January 1, 2023, the FTB to notify all potential eligible individuals of 

the available paperless filing options offered through the FTB, including the CalFile 

program.  Notifications shall contain information about available paperless filing options and 

information about the CalEITC. 

2) Requires the notification to be in any form and manner, including electronic communication, 

determined by the FTB to incentivize potential eligible individuals to timely file federal and 

state tax returns. 

3) Allows the FTB to coordinate the notifications with other government entities and nonprofit 

organizations to improve the efficacy and impact of the notifications. 

4) Provides that "potential eligible individual" is a taxpayer who was an eligible individual for 

purposes of the CalEITC in any of the three previous taxable years based on the information 

available to the FTB. 

5) Requires the FTB shall submit a report to the Legislature that contains specified information 

organized by taxable year for specified taxable by a specified date. 

6) Repeals the provision of this bill on January 1, 2027. 

COMMENTS 

What would this bill do?  This bill would require the FTB to notify individuals who have 

previously qualified for the CalEITC about the paperless and free tax return filing service 

provided through the FTB.  This bill provides the FTB with the flexibility to design and 

communicate the notification in any form and manner that the FTB determines to incentivize 

potential eligible individuals to timely file federal and state tax returns.  In addition, this bill 

allows the FTB to coordinate with other government entities, such as the federal Internal 

Revenue Service and nonprofit organizations.  Lastly, this bill would require the FTB to report to 

the Legislature certain information and performance indicators that demonstrate this bill's 

efficacy. 

Who benefits from this bill?  This bill benefits taxpayers who potentially qualified for the 

CalEITC in any of the three previous taxable years.  (R&TC Section 17052.)  Therefore, the 

beneficiaries of this bill would include taxpayers who earned $30,000 or less in any of the three 

previous taxable years. 
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What is the problem?  According to the FTB, taxpayers have barriers that may impact or prevent 

them from claiming the federal EITC or CalEITC.  This bill is intended to help resolve the issues 

identified by the FTB.  FTB also reported that three million people were enrolled in a California 

Department of Social Services program and were not associated with a filed tax return. 

The nudging strategy:  Generally, policymakers have three options to change taxpayers' 

behaviors:  the first option is to mandate and penalize, which tends to be unpopular and difficult 

to enforce; the second option is to reward and subsidize, which is popular but cost-prohibitive; 

and the third option, often unknown and underutilized, is nudging, which is a small behavior 

intervention designed to produce significant responses at lower costs.  (Thomas, Taxing Nudges 

(2021) 107 Va. L. Rev. 571.)  Professors Richard Thaler and Cass Sunstein coined "nudging" to 

describe an intervention that "alters people's behavior in a predictable way without forbidding 

any options or significantly changing their economic incentives."  This bill would nudge 

taxpayers to timely file federal and state tax returns to claim the CalEITC.  This nudging strategy 

may be a resourceful way for the Legislature to encourage and target lower-income taxpayers to 

benefit from the free tax return filing service offered by the FTB.  

According to the Author 
The author has provided the following statement in support of this bill: 

Our state has a long history of supporting working Californians, with the Legislature 

annually putting forth proposals aimed to combat poverty.  One example is the enactment 

and expansion of the CalEITC that seeks to put money back into the pockets of our working 

taxpayers.  With its bi-partisan support and potential to help millions of Californians, 

CalEITC has been fairly successful, with over 4 million Californians claiming the state's 

EITC credits in 2021.  Despite the growth in CalEITC claims, thousands of eligible 

individuals are still not receiving the credit. 

In order to further encourage Californians to claim the state's CalEITC, AB 1863 will require 

the Franchise Tax Board to notify eligible CalEITC recipients and direct them to the state's 

free tax filing option, CalFile. 

Arguments in Support 
The California Society of Enrolled Agents supports this bill, and it notes, in part:  

CSEA has a long‐standing policy of supporting legislation that is intended to ease taxpayer 

burden in complying with state tax law.  AB 1863 intends to ease compliance through 

notifying Californians of the FTB’s paperless filing options and to increase awareness of the 

CalEITC.  Increasing awareness of these options could reduce time and potentially the cost 

of filing returns for those taxpayers. 

Additionally, AB 1863 as amended requires the FTB to report on the cost, efficacy and 

savings associated with this effort, which will inform the legislature as to the effectiveness of 

this outreach to taxpayers. 

Arguments in Opposition 
None on file 
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FISCAL COMMENTS 

According to the Assembly Appropriations Committee, General Fund costs are unknown but 

likely minor and absorbable. 

VOTES 

ASM REVENUE AND TAXATION:  8-1-2 
YES:  Irwin, Gray, Grayson, Levine, Calderon, Petrie-Norris, Quirk, Santiago 

NO:  Seyarto 

ABS, ABST OR NV:  Nguyen, Mayes 

 

ASM APPROPRIATIONS:  12-4-0 
YES:  Holden, Bryan, Calderon, Carrillo, Mike Fong, Gabriel, Eduardo Garcia, Levine, Quirk, 

Robert Rivas, Akilah Weber, Wilson 

NO:  Bigelow, Megan Dahle, Davies, Fong 

 

UPDATED 

VERSION: May 19, 2022 

CONSULTANT:  Gi Jung Nam / REV. & TAX. / (916) 319-2098   FN: 0002879 




