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  EARNED INCOME TAX CREDIT:  ONE-TIME CHILD TAX CREDIT PAYMENT 

 

Modifies the CalEITC by allowing a minimum credit amount of $255 and modifies the Young 

Child Tax Credit to allow the credit for any CalEITC dependent and to those individuals that 

have zero earned income.   

 

Background  

Tax expenditures.  California law allows various income tax credits, deductions, exemptions, 

and exclusions.  The Legislature enacts such tax incentives either to compensate taxpayers for 

incurring certain expenses, such as child adoption, or to influence certain behavior, such as 

charitable giving.  The Legislature uses tax incentives to encourage taxpayers to do something 

that but for the tax credit, they would otherwise not do.  The Department of Finance is required 

annually to publish a list of state tax expenditures, currently totaling around $81.1 billion per 

year. 

Federal law.  Existing federal law allows eligible individuals a refundable Earned Income Tax 

Credit (EITC).  A refundable credit allows for the excess of the credit over the taxpayer’s tax 

liability to be refunded to the taxpayer.  The EITC is a percentage of the taxpayer’s earned 

income and is phased out as income increases.  Federal law defines a qualifying child as a child 

who is under the age of 19, unless he or she is a full-time student under the age of 24 or 

permanently and totally disabled.  The federal credit rate varies from 7.65 percent to 45 percent, 

and increases depending on the number of qualifying children.  

To be eligible for the EITC, the taxpayer must be an individual who has a qualifying child for the 

taxable year.  If the individual does not have a qualifying child for the taxable year then they 

must be between the ages of 25 and 65, have a principal place of residence in the U.S for more 

than half of the taxable year, and not be a dependent of another taxpayer.  

Additionally, federal law requires the taxpayer to have a Social Security Number (SSN) to 

qualify.  If they have a qualifying child, then the child must also have a SSN.  

State law.  California law does not automatically conform to changes to federal tax law, except 

for specific retirement provisions.  Instead, the Legislature must affirmatively conform to federal 

changes.  Conformity legislation is introduced either as individual tax bills to conform to specific 

federal changes, like the Mortgage Debt Forgiveness Relief Act (AB 1393, Perea, 2014), or as 

one omnibus bill that provides that state law conforms to federal law as of a specified date, 

currently January 1, 2015 (AB 154, Ting, 2015). 
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Beginning with the 2015 taxable year, the state began allowing a refundable California EITC 

(CalEITC) in an amount equal to a modified percentage, called an adjustment factor, of the 

federal EITC.   

The CalEITC is only operative for taxable years for which the Legislature authorizes resources in 

the annual Budget Act for the Franchise Tax Board (FTB) to oversee and audit returns associated 

with the credit.  The Legislature also must establish the CalEITC adjustment factor for each 

taxable year; otherwise the CalEITC adjustment factor defaults to zero. 

In California, to qualify for the CalEITC a taxpayer must have Earned Income in the 2021 

taxable year of at least $1 and below $30,000 regardless, of your filing status or number of 

qualifying children. 

The 2021 maximum CalEITC for taxpayers is as follows: 

 $3,160 with three or more qualifying children. 

 $2,809 with two qualifying children. 

 $1,698 with one qualifying child. 

 $255 with no qualifying children. 

Young Child Tax Credit. In addition to the CalEITC outlined above, starting in taxable year 

2019, some individuals may qualify for the “young child tax credit” (YCTC).  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.  Taxpayers can claim a credit up to $1,000, which 

is reduced by $20 for each $100 (or fraction thereof) that the taxpayer’s income exceeds 

$25,000. 

Unlike all other state tax credits, CalEITC or YCTC are refundable, meaning that the state 

refunds the taxpayer any amount of credit even if their tax liability is reduced to zero.  

The author wants to eliminate the requirement for earned income to claim the YCTC, increase 

the minimum amount of the CalEITC, and modify who qualifies as an eligible dependent and 

maximum credit amount for the YTTC.   

Proposed Law 

Assembly Bill 2589 would, upon appropriation by the legislature, expand the YCTC from $1,000 

per household with children six years old or younger to $2,000 for every CalEITC eligible 

dependent. The change to the YCTC would make the credit available to any CalEITC dependent, 

regardless of the age of that dependent.  

This bill eliminates the requirement that at least $1 of earned income must be earned to claim the 

YCTC.  

The measure would set a minimum amount of CalEITC for any eligible tax filer at $255.  

State Revenue Impact 

Pending.  
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Comments 

1. Purpose of the bill. According to the author, “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 expanding 

the Young Child Tax Credit from $1,000 per household with children ages 0-5 that earns 

$30,000 or less per year, to $2,000 per dependent for families that earn $30,000 or less per year. 

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. Tradeoffs.  Existing tax law provides various credits, deductions, exclusions, and exemptions 

for taxpayers.  Since the Legislature enacts these items to accomplish some governmental 

purpose, which has a cost in the form of foregone revenues, state law refers to them as "tax 

expenditures."  This bill expands an existing tax expenditure that will result in less General Fund 

revenue.  With less General Fund moneys, the state has less funding to pay for important public 

services such as education and public safety.  As a result, the state will have to reduce spending 

or increase taxes to match the foregone revenue.  The Committee may wish to consider whether 

AB 2589 is worth the spending cuts or tax increases. 

3. Should it be for children?  According to the FTB, approximately 10 percent of individuals 

claiming the CalEITC also claim the YCTC. According to the Population Reference Bureau1, 

children under the age of six make up only 31 percent of the total children in California. The bill 

would modify the definition of a dependent for the YCTC to include all dependents claimed 

under the CalEITC. As a result, all children between age even and eighteen would qualify, as 

would in some cases dependent adults. The goal of the YCTC was to offer an extra credit to the 

parents of young children to help to provide extra assistance for some of the extra expenses that 

accompany young children.   The Committee may wish to consider the merits allowing the 

YCTC for dependents other than small children and instead amend the age requirement to 10 

years of age or younger to capture more of the children in California while still keeping to the 

goals of the credit.  

4. Is this enough? The bill proposed to increase the minimum amount of CalEITC to $255. 

However, this equates to only just over $21 a month. According to the US Census Bureau, 

roughly 7.5 million (19 percent) of Californians are living in poverty which is higher than the 

nation’s poverty rate of 14 percent. The Committee may wish to consider whether or not this 

increase in the minimum amount of CalEITC goes far enough to help Californians.  

5. Technicals. To correct some cross referencing errors and help clarify definitions, committee 

staff recommends the following amendments:  

 Modify the definition of “qualified taxpayer” under Section 17052.1 (e)(2)(A)(ii)(II) to 

the following:  

o If the eligible individual received wages, those wages do not exceed the 

maximum earned income amount allowed for a tax credit under Section 17052. 

                                            
1 Child Population, by Age Group and Gender - Kidsdata.org 

https://kidsdata.org/topic/34/child-population-age-gender/table#fmt=141&loc=2,127,347,1763,331,348,336,171,321,345,357,332,324,369,358,362,360,337,327,364,356,217,353,328,354,323,352,320,339,334,365,343,330,367,344,355,366,368,265,349,361,4,273,59,370,326,333,322,341,338,350,342,329,325,359,351,363,340,335&tf=110&ch=1433,926,927,1434,1435,372,78,77,79
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 To ensure that the author’s intent of a minimum of $255 is achieved, recommend deleting 

the provisions under Section 17052 (o)(1) and 17052 (o)(2).  

 In Section 17052 (o)(4)(A) and Section 17052.1(a)(3) before Section 1182.12 of the 

Labor Code, insert “paragraph (1) of subdivision (b)”  

 In Section 17052.1(a)(3) add “of paragraph (2)” after “subparagraph (C)”  

 In Section 17052.1(e)(2) insert “taxable” before “year”  

 In Section 17052.1(e)(2)(A), insert “for the taxable year” after “following” 

Assembly Actions 

Assembly Revenue and Taxation Committee:    10-0 

Assembly Appropriations Committee:     13-0 

Assembly Floor:        71-0 

 

Support and Opposition (6/27/22) 

Support:  CalEITC Coalition (Sponsor) 

Mayor Libby Schaaf - City of Oakland 

American Federation of State, County and Municipal Employees 

Bay Area Asset Funders Network 

Bread for The World 

Building Skills Partnership 

California Asset Building Coalition 

California League of United Latin American Citizens 

Community Action Marin 

End Poverty in California (EPIC) 

First 5 Association of California 

Golden State Opportunity 

Jumpstart for Young Children, INC. 

Kidango 

National Association of Social Workers, California Chapter 

Orange County United Way 

Redf 

San Francisco-marin Food Bank 

Saverlife 

Sbcs Strengthening Communities 

Silicon Valley Community Foundation 

Small Business Majority 

Unidosus 

United Way Bay Area 

United Way California Capital Region 

United Way of Greater Los Angeles 

United Way of Northern California 

United Way of San Joaquin County 

United Way of Ventura County 

United Ways of California (UWCA) 
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Opposition:  None submitted. 

-- END -- 


