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Date of Hearing:  April 18, 2022 

 

ASSEMBLY COMMITTEE ON REVENUE AND TAXATION 

Jacqui Irwin, Chair 

 

AB 2589 (Santiago) – As Amended April 7, 2022 

 

FOR TESTIMONY ONLY 

Majority vote.  Fiscal committee. 

SUBJECT:  Earned Income Tax Credit:  one-time child tax credit payment 

SUMMARY:  Provides, upon appropriation, a child tax credit payment of $2,000 per qualifying 

child to qualified recipients and, for taxable years beginning on or after January 1, 2022, makes 

various changes to the California Earned Income Tax Credit (CalEITC) provisions to increase 

the amount of credit.  Specifically, this bill, in part: 

1) Authorizes the State Controller to make a "child tax credit" payment of $2,000 per qualifying 

child, as provided, to each "qualified recipient." 

2) Defines "qualified recipient" as an eligible individual with one or more qualifying children, 

as determined under existing law, who filed a California individual income tax return for the 

taxable year beginning on or after January 1, 2020, and before January 1, 2021, who has been 

allowed a CalEITC for that taxable year by November 15, 2022, and is a California resident 

on the date the State Controller issues the payment under this bill. 

3) Finds and declares that "undocumented persons" are eligible for the child tax credit payment 

authorized by this bill. 

4) Increases the amount of eligible taxpayers for the CalEITC by revising the alternative 

calculation factors and phase-out amounts and removes the earned income threshold at which 

the phase-out ends. 

5) Excludes from gross income payments made by this bill. 

EXISTING FEDERAL LAW:  Allows a refundable Earned Income Tax Credit (EITC) for 

certain low-income individuals who have earned income and meet certain requirements.  

(Internal Revenue Code Section 32.)  

EXISTING STATE LAW: 

1) Allows, for each taxable year beginning on or after January 1, 2015, in modified conformity 

with federal law, a CalEITC against the Personal Income Tax (PIT).  CalEITC is a 

refundable credit based on the taxpayer's amount of federal EITC multiplied by California's 

"adjustment factor."  The adjustment factor equals zero unless otherwise specified in the 

Budget Act.  Additionally, CalEITC is only operative for taxable years when the Budget Act 

authorizes resources for the Franchise Tax Board (FTB) to oversee and audit returns 

associated with the credit.  (Revenue and Taxation Code (R&TC) Section 17052.) 
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2) Provides, for each taxable year beginning on or after January 1, 2019, a "young child tax 

credit" (YCTC) against the PIT.  To qualify for the credit a taxpayer must have a child under 

the age of 6 at the end of the taxable year and the taxpayer must have been allowed a 

CalEITC.  The credit may be allowed up to $1,000 reduced by $20 for each $100 (or fraction 

thereof) that the taxpayer's income exceeds $25,000.  (R&TC Section 17052.1.) 

FISCAL EFFECT:  FTB's fiscal estimate for this bill is pending.  On March 31, 2022, the 

authors of this bill made a budget request to appropriate $430 million annually and $3.8 billion 

to fund the provisions of this bill. 

COMMENTS: 

1) The author has provided the following statement in support of this bill: 

As the federal expanded Child Tax Credit expires and Congress fails to provide dire 

financial support to the lowest-income families in our state, it's time for California to step 

up to prevent nearly 1.7 million children from falling back into or deeper into poverty.  

AB 2589 will leverage California's monumental budget surplus to provide a historic 

investment in our children, families, and low-income residents by providing a one-time 

$2,000 California Child Tax Credit payment per child 17 years or younger to families 

that earn $30,000 or less per year.  With this, a family with children 0-5 years will receive 

a total of $3,000 per child ($2,000 one-time payment + $1,000 existing Young Child Tax 

Credit), and those with children 5-17 years will receive $2,000 per child.  Furthermore, 

AB 2589 will support low-income workers by increasing the minimum California Earned 

Income Tax Credit from $1 to $255, giving around 3 million California tax filers without 

dependents an economic boost to support equitable recovery from the COVID-19 

pandemic. 

2) This bill is sponsored by the CalEITC Coalition, which states, in part: 

[This bill] would (1) provide a one-time payment to families to partially replace the loss 

of the federal Child Tax Credit and (2) create a minimum California Earned Income Tax 

Credit.  AB 2589 aims to effectively combat poverty by delivering meaningful economic 

support to working individuals and families who need it most. 

AB 2589 comes at a critical time, as low-income communities and communities of color 

continue to disproportionately deal with the economic consequences of the COVID-19 

pandemic and as federal relief measures fall away.  California can play an important role 

in ensuring an equitable recovery and future for children and families by implementing 

targeted anti-poverty solutions. 

3) Committee Staff Comments: 

a) What does this bill do?  According to the author, this bill would establish a minimum 

CalEITC of $255 and provide a "child tax credit" payment of $2,000 per qualifying child 

to qualified recipients. 

b) Who benefits from this bill?  First, this bill would benefit qualified low-income taxpayers 

without a qualifying child who would receive a higher CalEITC of at least $255.  Second, 
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this bill would benefit low-income taxpayers with one or more children because this bill 

provides a $2,000 Child Tax Credit payment per child to qualified recipients. 

Moreover, the author contends that this bill benefits taxpayers and children experiencing 

poverty.  The author cites several opinions, articles, and studies showing that lower-

income children receive physical and mental health benefits from the federal Child Tax 

Credit.1  

c) Background on CalEITC and YCTC:  California and the federal government have 

adopted anti-poverty EITC programs for both adults and children in lower income 

working families.  The programs' primary purpose is to lift people out of poverty and 

encourage labor market participation by providing additional tax benefits for those who 

earn wages or compensation from employment or entrepreneur business operations.  The 

EITCs, unlike other anti-poverty programs, are administered through the tax system and 

require the filing of a tax return with the federal government and California to claim the 

credits.  Last year, the state helped a record number of individuals and families make 

ends meet by awarding almost $1.3 billion in CalEITC credits.2  

To qualify for CalEITC, taxpayers must: 

 

i) Have taxable earned income, which are W-2 wages, self-employment income, and 

other types of income with California withholdings; 

ii) Have a valid social security number (SSN) or individual taxpayer identification 

number (ITIN) for all eligible persons;  

iii) Live in California for more than half the year; and, 

iv) Not use married/registered domestic partner (RDP) if filing separately unless an 

exception applies. 

 

For the 2021 taxable year, taxpayers receive a CalEITC amount based on the following 

chart: 

 

                                                 

1 Coughlin, C., Bovell-Ammon, A., & Sandel, M. (2021, November 22). Extending the Child 

Tax Credit to break the cycle of poverty.  JAMA Pediatrics.  https://jamanetwork.com/ 

journals/jamapediatrics 

Weissman, D. G., Hatzenbuehler, M., Cikara, M., Barch, D., & McLaughlin, K. A., PhD. (2021, 

November 30).  Antipoverty programs mitigate socioeconomic disparities in brain structure and 

psychopathology among U.S. youths.  https://doi.org/10.31234/osf.io/8nhej 

Parolin, Z/, Collyer, S. & Curran, M. (2022).  Absence of monthly Child Tax Credit leads to 3.7 

Million more children in poverty in January 2022.  Poverty and Social Policy Brief Vol 6., no. 2. 

Center on Poverty and Social Policy, Columbia University.  www.povertycenter.columbia.edu/ 

publication/monthly-poverty-january-2022 
2 Franchise Tax Board.  (2022). Report on the study to increase the number of claims for the 

California and federal EITC.  Economic and Statistical Research Bureau.  https://data.ftb.ca.gov/ 

Other/SB1409-Report-To-The-Legislature/skci-cguj  

https://jamanetwork.com/journals/jamapediatrics
https://jamanetwork.com/journals/jamapediatrics
https://doi.org/10.31234/osf.io/8nhej
http://www.povertycenter.columbia.edu/publication/monthly-poverty-january-2022
http://www.povertycenter.columbia.edu/publication/monthly-poverty-january-2022
https://data.ftb.ca.gov/Other/SB1409-Report-To-The-Legislature/skci-cguj
https://data.ftb.ca.gov/Other/SB1409-Report-To-The-Legislature/skci-cguj
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Source: Franchise Tax Board3 

  

For taxable years beginning on or after January 1, 2019, existing state law also provides a 

refundable YCTC for a qualified taxpayer, as specified.  The amount of the YCTC is 

equal to $1,176, multiplied by the earned income tax credit adjustment factor specified 

for CalEITC.  The maximum credit is limited to $1,000 per taxable year. 

 

The credit amount is reduced by $20 for every $100 by which the qualified taxpayer's 

earned income exceeds the threshold amount, initially set at $25,000.  For purposes of the 

YCTC, the following terms and phrases are defined: 

 

i) "Qualified taxpayer" is an eligible individual who has been allowed the CalEITC and 

has at least one qualifying child; and, 

ii) "Qualifying child" has the same meaning as under the CalEITC, except that the child 

must be younger than six years old as of the last day of the taxable year.  (R&TC 

Section 17052.1.) 

d)  Filling in the gaps:  According to the CalEITC Coalition, federal policymakers' failure to 

extend the federal CTC expansion beyond 2021 puts nearly 1.7 million California 

children at risk of falling back into poverty or deeper into poverty.4  CalEITC Coalition 

states in its support letter for this bill: 

California can significantly reduce the harm to children from the expiring federal 

CTC expansion by providing a one-time payment to low-income families who qualify 

for the CalEITC or YCTC.  Currently, the YCTC is only available to families with 

children ages 0 to 5, whereas the federal CTC is available to families with children 

ages 0 to 17.  In addition, the YCTC provides a $1,000 tax credit per family, while 

                                                 

3 Franchise Tax Board.  (2022a). California Earned Income Tax Credit and Young Child Tax 

Credit.  https://www.ftb.ca.gov/file/personal/credits/california-earned-income-tax-credit.html  
4 Anderson, A. (2022, March).  Lowest-income Californians lose as Federal Child Tax Credit 

Expansion ends.  California Budget and Policy Center.  Retrieved March 28, 2022, from 

https://calbudgetcenter.org/resources/lowest-income-californians-lose-as-federal-child-tax-

credit-expansion-ends/  

https://www.ftb.ca.gov/file/personal/credits/california-earned-income-tax-credit.html
https://calbudgetcenter.org/resources/lowest-income-californians-lose-as-federal-child-tax-credit-expansion-ends/
https://calbudgetcenter.org/resources/lowest-income-californians-lose-as-federal-child-tax-credit-expansion-ends/
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the expanded federal CTC provides $3,600 per child ages 0 to 5 and $3,000 per child 

ages 6 to 17.  When the expanded federal CTC ends, it will not only revert back to a 

lower credit amount ($2,000 per child ages 0 to 17), but even more critically, families 

with the lowest incomes – generally under $30,000 – will not get the full credit and 

those with extremely low incomes will lose access to the credit entirely. 

Few, if any, may object to helping families nourish and shelter children in poverty.  

However, California does not have the powers and resources of the federal government to 

fill all of the gaps left behind by the federal government.  The federal government has 

more extensive revenues, greater borrowing capacity, the ability to set interest rates, and 

powers to regulate currency.  As a result, some problems, such as eliminating poverty, 

may be too large for California to manage alone.  

e) Background on recent stimulus payments:  Recently, the federal and California 

governments provided unprecedented amounts of direct payments to taxpayers, 

including: 

i) Federal Economic Impact Payments (EIPs):  Starting in March 2020, the Coronavirus 

Aid, Relief, and Economic Security Act (CARES Act) provided Economic Impact 

Payments of up to $1,200 per adult for eligible individuals and $500 per qualifying 

child under age 17 ("EIP #1).  The payments were reduced for individuals with 

adjusted gross income (AGI) greater than $75,000 ($150,000 for married couples 

filing a joint return).   

 

The COVID-related Tax Relief Act of 2020, enacted in late December 2020, 

authorized an additional $600 per adult payment for eligible individuals and up to 

$600 for each qualifying child under age 17 (EIP #2).  The AGI thresholds at which 

the payments began to be reduced were identical to those under the CARES Act.  

 

The American Rescue Plan Act of 2021 (American Rescue Plan), enacted in early 

March 2021, provided Economic Impact Payments of up to $1,400 for eligible 

individuals or $2,800 for married couples filing jointly, plus $1,400 for each 

qualifying dependent, including adult dependents (EIP #3).  In addition, the American 

Rescue Plan increased direct financial relief to American families by providing 

$1,400 payments for all qualifying dependents of a family, rather than just qualifying 

children under age 17.5 

ii) California Golden State Stimulus payments and grants:  To serve the public purpose 

of supporting low-income Californians and helping taxpayers facing hardships due to 

COVID-19, California enacted laws to establish "Golden State Stimulus I" targeting 

taxpayers with ITINs and "Golden State Stimulus II" including taxpayers with SSNs. 

 

To have qualified for Golden State Stimulus I, taxpayers, for the 2020 taxable year, 

filed with an ITIN, and had a California adjusted gross income of $75,000 or less.  

                                                 

5 United States Department of Treasury.  (n.d.).  Economic impact payments.  Retrieved April 11, 

2022, from https://home.treasury.gov/policy-issues/coronavirus/assistance-for-american-

families-and-workers/economic-impact-payments  

https://home.treasury.gov/policy-issues/coronavirus/assistance-for-american-families-and-workers/economic-impact-payments
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-american-families-and-workers/economic-impact-payments


AB 2589 

 Page  6 

The payment amount was either $600 or $1,200, depending on filing status and 

whether the taxpayer was a CalEITC recipient.6 

 

To have qualified for Golden State Stimulus II, taxpayers, for the 2020 taxable year, 

had California adjusted gross income of $75,000 or less, had wages between $0 to 

$75,000, were California residents for more than half of the year, were California 

residents on the date payment was issued, and were not claimed as a dependent on the 

date payment was issued.  The payment amount was either $500, $600, or $1,100, 

depending on whether the taxpayer qualified for the Golden State Stimulus I, had a 

SSN, and had an ITIN.7  

f) Existing public programs to alleviate poverty:  To address and alleviate the conditions of 

poverty, the state engages in several federal and state programs, including: 

California Work Opportunity and Responsibility to Kids (CalWORKS) provides cash 

assistance to eligible low‑income families.  Grant amounts generally are adjusted for 

family size, income level, and region.  Recipients in high‑cost counties receive grants that 

are 4.9 percent higher than recipients in lower cost counties.  In 2021‑22, the state 

estimated the average CalWORKs grant amount to be $717 per month across all family 

sizes and income levels.  These grants are funded through federal block grant funding, 

state General Fund, and county dollars.8 

California Food Assistance Program (CalFresh) provides federally funded nutrition 

assistance to 4.5 million Californians.  CalFresh is California's version of the federal 

Supplemental Nutrition Assistance Program, which provides monthly food assistance to 

qualifying low‑income households.  To be eligible, households generally must earn less 

than 200 percent of the federal poverty level.  CalFresh benefits can be used to buy most 

groceries and some prepared food at participating vendors, including most grocery and 

convenience stores.  Monthly benefits vary based on household size, income, and 

deductible living expenses.  Larger households generally receive more benefits than 

smaller households, and relatively higher income households generally receive fewer 

benefits than lower income households.  In 2020‑21, 4.5 million Californians received 

$9.8 billion in federally funded CalFresh benefits for an average monthly benefit of about 

$184 per recipient.  The federal government annually adjusts CalFresh benefits following 

changes in the cost of food.9 

g) Implementation concerns and suggestions from FTB:  FTB has not released its analysis of 

this bill.  However, any suggestions and concerns that the FTB raises should be strongly 

                                                 

6 Franchise Tax Board.  (2021). Golden State Stimulus I.  https://www.ftb.ca.gov/about-

ftb/newsroom/golden-state-stimulus/gss-i.html  
7 Franchise Tax Board.  (2022b). Golden State Stimulus II.  https://www.ftb.ca.gov/about-

ftb/newsroom/golden-state-stimulus/gss-ii.html#Estimate-your-stimulus-amount  
8 Anderson, R.  (2022).  The 2022‑23 budget analysis of the Governor’s CalWORKs proposals.  

Legislative Analyst's Office.  https://lao.ca.gov/Publications/Report/4530  
9 Anderson, R.  (2022).  The 2022-23 Budget California Food Assistance Program.  Legislative 

Analyst's Office.  https://lao.ca.gov/Publications/Report/4532  

https://www.ftb.ca.gov/about-ftb/newsroom/golden-state-stimulus/gss-i.html
https://www.ftb.ca.gov/about-ftb/newsroom/golden-state-stimulus/gss-i.html
https://www.ftb.ca.gov/about-ftb/newsroom/golden-state-stimulus/gss-ii.html#Estimate-your-stimulus-amount
https://www.ftb.ca.gov/about-ftb/newsroom/golden-state-stimulus/gss-ii.html#Estimate-your-stimulus-amount
https://lao.ca.gov/Publications/Report/4530
https://lao.ca.gov/Publications/Report/4532
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considered because of the intricacies and complexities of CalEITC's components and 

computations. 

h) Other opportunities to alleviate poverty: 

i) Expanding access to existing welfare programs:  This bill attempts to alleviate 

poverty with subsidies, which are widely popular but cost-prohibitive.  However, the 

Legislature could also alleviate poverty by making it easier for taxpayers to access 

and receive welfare programs.  For example, FTB reported that many taxpayers are at 

risk of not receiving the state or federal EITC because they are not aware of the 

credits' value and are not required to file taxes.10  One of the solutions to tackle this 

problem is streamlining the return filing process for claiming CalEITC.  

 

ii) Exploring a long-term solution to alleviate poverty:  This bill may temporarily 

alleviate poverty.  A one-time $2,000 payment may be long enough to pay for one 

month of rent in parts of California like Los Angeles, where the average rent price is 

almost $1,600.11  Like proposals to provide direct payments to consumers, this bill 

affects the demand curve but does not affect the supply curve.  Even with this bill's 

payment, securing housing may still be unaffordable for many.  

 

REGISTERED SUPPORT / OPPOSITION: 

Support 

Afscme 

Bay Area Asset Funders Network 

Building Skills Partnership 

California Association of Food Banks 

California Catholic Conference 

California Immigrant Policy Center 

Child Care Law Center 

Community Action Marin 

Dolores Huerta Foundation 

Economic Security Project Action 

End Poverty in California (EPIC) 

First 5 Association of California 

First 5 California 

Friends Committee on Legislation of California 

Glide 

Golden State Opportunity (UNREG) 

Grace Institute - End Child Poverty in Ca 

John Burton Advocates for Youth 

Jumpstart for Young Children, INC. 

                                                 

10 Franchise Tax Board.  (2022a). 
11 Green, R., & Burinskiy, E. (2021).  2021 Casden Spring State of the Market Forecast Report.  

University of Southern California Lusk Center for Real Estate.  

https://lusk.usc.edu/node/10612/done?sid=5698  

https://lusk.usc.edu/node/10612/done?sid=5698
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Kidango, INC. 

National Association of Social Workers, California Chapter 

Orange County United Way 

Redf 

Saverlife 

Silicon Valley Community Foundation 

Todec Legal Center 

Unidosus 

United Way Bay Area 

United Way of Northern California 

United Way of San Joaquin County 

United Way of Ventura County 

United Ways of California (UWCA) 

Universal Income Project 

Young Invincibles 

 

Opposition 

None on file 

Analysis Prepared by: Gi Jung Nam / REV. & TAX. / (916) 319-2098 


