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Date of Hearing:  May 11, 2022 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Chris Holden, Chair 

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

Policy Committee: Revenue and Taxation    Vote: 10 - 0 

      

      

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

SUMMARY: 

This bill revises, upon appropriation, for each taxable year beginning January 1, 2022, the 

alternative calculation factors and phase-out amounts for the California Earned Income Tax 

Credit (CalEITC) and removes the earned income phase-out threshold to permanently increase 

the minimum CalEITC amount to $255 for all eligible taxpayers.  The Franchise Tax Board 

(FTB) must include the number of filers with incomes under $28,000 who does not claim the 

CalEITC to the FTB’s annual report to the Legislature. 

This bill authorizes, upon appropriation, the State Controller to make a one-time child tax credit 

(CTC) payment of $2,000 per qualifying child to each eligible recipient, in a manner determined 

by the FTB, and specifies the payment is excluded from gross income. 

FISCAL EFFECT: 

1) General Fund (GF) cost pressures of an unknown, but definitely significant amount, likely in 

the billions of dollars, for CalEITC and CTC payments.  FTB estimates GF revenue loss of 

$3.3 billion in fiscal year (FY) 2022-23 for the CTC and $500 million in FY 2022-23, $450 

million in FY 2023-24 and $460 million in FY 2024-25.   The author is requesting a one-time 

$3.8 billion GF appropriation to fund specified CTC payments and an ongoing $430 million 

GF appropriation to fund specified CalEITC payments in the 2022-23 state budget.   

2) Costs of an unknown, but likely significant, amount to FTB to revise and perform outreach 

on updated CalEITC criteria and develop administrative infrastructure for the CTC payment. 

COMMENTS: 

1) Purpose.  According to the author: 

As the federal expanded [CTC] 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 [CTC] payment per child 17 

years or younger to families that earn $30,000 or less per 

year….Furthermore, AB 2589 will support low-income workers by 
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increasing the minimum [CalEITC] 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. 

This bill is sponsored by United Ways of California and supported by a large coalition of 

social justice groups. 

2) CalEITC Expansion.  The federal EITC is one of the most effective anti-poverty programs 

in America, putting money back in the pockets of low-income working families who file a 

tax return.  California began offering its own CalEITC program in 2016.  The Budget Act of 

2019 significantly expanded the CalEITC, more than doubling spending on the existing 

credit from $400 million to $1 billion and raising the number of households receiving the 

credit to three million.  The Budget Act of 2019 also enacted Young Child Tax Credit, an 

additional $1,000 credit for every family who qualifies for the CalEITC and has at least one 

child age five or under.  The Budget Act of 2020 subsequently extended the CalEITC to 

undocumented taxpayers who file using an ITIN.  This bill revises CalEITC eligibility 

criteria to further increase credit amounts for taxpayers already eligible for the credit. 

 

3) Golden State Stimulus (GSS).  In response to the COVID-19 pandemic, early FY 2021-22 

budget action created GSS I, providing an additional $600 tax rebate for all CalEITC 

recipients for the 2020 tax year, another $600 tax rebate for all ITIN filers with income up to 

$75,000 and additional $600 grants for families enrolled in specified social services 

programs.  A subsequent GSS II distributed an additional $8.1 billion to Californians, with 

payments of $500, $600, $1,000 or $1,100, depending on whether the taxpayer qualified for 

GSS I, claimed a credit for one or more dependents or filed with an ITIN.  This bill creates a 

new state-level CTC, in lieu of more GSS payments and the expiring federal CTC, to provide 

an additional $2,000, one-time payment to individuals who qualify for the CalEITC, 

including ITIN filers. 
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