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SUBJECT 

Young Child Tax Credit – Qualifying Child Expansion 

SUMMARY 

This bill would, under the Personal Income Tax Law (PITL), for taxable years beginning 
on or after January 1, 2026, and before January 1, 2038, expand eligibility for the 
Young Child Tax Credit (YCTC), by gradually increasing the age requirement of a 
“qualifying child” by one year for each successive taxable year, from the current age 
requirement of younger than 6 years of age to younger than 18 years of age. For 
taxable years beginning on or after January 1, 2038, the age requirement for a 
“qualifying child” would continue to be younger than 18 years of age. 

RECOMMENDATION 

No position—The three-member Franchise Tax Board has not formally voted or taken a 
position on this bill. 

SUMMARY OF AMENDMENTS 

The April 13, 2026, amendments modified the meaning of a qualifying child for taxable 
years beginning on or after January 1, 2026. 

These amendments resolved the implementation consideration, however, the 
technical considerations as discussed in the Franchise Tax Board’s (FTB) analysis of the 
bill as introduced on February 3, 2026, remain. 

REASON FOR THE BILL 

The reason for this bill is to expand eligibility for the YCTC by gradually increasing the 
age limitation for a qualifying child until the maximum age of 17 years of age. 
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ANALYSIS 

Under the PITL, this bill would modify the definition of a “qualifying child”, for purposes 
of the YCTC, by gradually increasing the age limitation as follows: 

• For taxable years beginning before January 1, 2026, qualifying child remains a 
child younger than 6 years of age as of the last day of the taxable year. 

• For taxable years beginning on or after January 1, 2026, and before  
January 1, 2038, a qualifying child would be younger than the age limit for the 
prior year, plus one year as of the last day of the taxable year. For example, in 
taxable year 2026, the qualifying child would need to be younger than 7 years 
of age because the prior year age limit was younger than 6 years of age, plus 
one year.  

• For taxable years beginning on or after January 1, 2038, the age requirement for 
a qualifying child would continue to be younger than 18 years of age on the last 
day of the taxable year. 

For purposes of complying with Section 41 of the Revenue and Taxation Code (RTC), 
this bill would require the FTB to separately state information on the number of tax 
returns claiming the credit, the number of qualifying children represented on the tax 
returns claiming the credit, and the average credit amount of tax returns claiming the 
credit for taxpayers impacted by the qualifying child age expansion, and include an 
estimate for each of those details as if the age limitation had not increased. 

Effective/Operative Date 

This bill would be effective January 1, 2027, and specifically operative for taxable years 
beginning on or after January 1, 2026. 

Federal/State Law 

Federal Law 

Earned Income Tax Credit (EITC) 

Existing federal law allows eligible individuals a refundable 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. For 2025, the EITC is available to taxpayers filing as individuals 
earning up to $61,555 and taxpayers filing as married filing jointly earning up to 
$68,675. 
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An eligible individual is defined as follows: 

• Any individual who has a qualifying child for the taxable year, or 
• Any other individual that does not have a qualifying child for the taxable year, if 

they meet the following requirements: 

o Has attained the age of 25 but not 65 before the close of the taxable 
year. 

o Has a principal place of abode in the United States for more than one-half 
the taxable year. 

o Not be a dependent of another taxpayer. 

An eligible individual (and spouse, if filing a joint return) also must be a U.S. citizen or 
resident alien. If the eligible individual or spouse were a nonresident alien for any part 
of the tax year, the qualified individual can only claim the EITC if their filing status is 
married filing jointly and the individual or spouse is a: 

• U.S. Citizen with a valid Social Security number (SSN) issued on or before the due 
date of the tax return, or 

• Resident alien who was in the U.S. at least 6 months of the year and has a valid 
SSN issued on or before the due date of the tax return. 

Certain individuals are specifically excluded from the definition of an eligible 
individual, including, a qualifying child, an individual who claims benefits relating to 
citizens or residents living abroad, a nonresident alien not treated as a U.S. resident for 
tax purposes. 

Generally, a qualifying child must live with the eligible individual for more than one-half 
the taxable year in the United States, have a valid SSN issued on or before the due 
date of the tax return, and must be under the age of 19, unless the child is a full-time 
student under age 24, or the child is permanently and totally disabled. Only one 
person can claim a qualifying child. 

The name, age, and SSN of the qualifying child must be reported on the tax return. 

Child Tax Credit (CTC) 

Federal law allows a CTC for the 2025 taxable year, as follows:  

• $2,200 per qualifying child 
• A refundable portion up to $1,700 per qualifying child 
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The credit applies if the child is the taxpayer’s, son, daughter, stepchild, eligible foster 
child, brother, sister, stepbrother, stepsister, half-brother, half-sister, or a descendant of 
one of these, younger than 17 at the end of the tax year, has a valid SSN issued on or 
before the due date of the tax return, including extensions, and the child lives with the 
taxpayer for more than six months of the year and can be claimed by the taxpayer as 
a dependent. The credit is subject to income limits. 

State Law 

California Earned Income Tax Credit (CalEITC)  

State law provides a refundable CalEITC that is generally determined in accordance 
with Internal Revenue Code (IRC) section 32, as applicable for federal income tax 
purposes for the taxable year, except as modified.  

For the 2025 taxable year, the CalEITC is generally available to taxpayers with earned 
income of $32,900 or less.  

State law conforms to the federal definitions of an “eligible individual” and a 
“qualifying child” with the following exceptions: 

• An eligible individual without a qualifying child must have a principal place of 
abode in “this state” (rather than the United States) for more than one-half of 
the taxable year, and for taxable years beginning on or after January 1, 2018, 
may have reached the age of 18 by the close of the taxable year (rather than 
have attained the age of 25 but not attained the age of 65 before the close of 
the taxable year). 

• A qualifying child also must have a principal place of abode in “this state” 
(rather than the United States) for more than one-half of the taxable year. 

The age requirement for a “qualifying child,” in general, is an individual that is younger 
than the eligible individual claiming such individual as a qualifying child and the 
following applies: 

• has not attained the age of 19 as of the close of the calendar year in which the 
taxable year of the taxpayer begins, or  

• is a student who has not attained the age of 24 as of the close of such calendar 
year. 

With regards to an individual who is permanently and totally disabled, at any time 
during such calendar year, the above age requirements would be treated as met. 
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Young Child Tax Credit (YCTC) 

Starting in 2019, a taxpayer who has been allowed the CalEITC and who has a 
qualifying child younger than 6 years of age as of the last day of the taxable year may 
qualify for the YCTC.  

For taxable years beginning on or after January 1, 2022, an individual that is otherwise 
eligible for the CalEITC but has no earned income, may be eligible for the YCTC. In 
addition, the maximum amount of the YCTC, initially set at $1,000, is annually indexed 
for inflation. For the 2025 taxable year, the maximum amount of the YCTC is $1,189. The 
credit amount is phased out as a qualified taxpayer’s earned income exceeds the 
threshold amount, initially set at $25,000. For taxable years beginning on or after 
January 1, 2023, the threshold amount was indexed for inflation. For the 2025 taxable 
year, the YCTC is generally available to taxpayers with earned income of $32,900 or 
less. 

Maximum Income Thresholds 

For taxable years beginning on or after January 1, 2024, the YCTC and Foster Youth Tax 
Credit (FYTC) are required to have the same maximum income threshold as the 
CalEITC. 

Section 41 

Legislation that would create a new tax expenditure, which includes a credit, 
deduction, exemption, or any other tax benefit as provided for by the state, is required 
to include specific goals, purposes, objectives, detailed performance indicators and 
data collection requirement measures to allow the Legislature to evaluate the 
effectiveness of the tax benefit. 

Implementation Considerations 

None noted.  

Technical Considerations 

The FTB has identified the following considerations and is available to work with the 
author’s office to resolve these and other considerations that may be identified. 

This bill would gradually increase the age requirement of a “qualifying child” to 17 
years of age. The author may wish to consider removing “young” from the name of 
the credit and from the various provisions within the credit. 

In Section 17052.1(i), replace “by the act adding” with “by Chapter 72 of the Statutes 
of 2022 adding”. 
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Policy Considerations 

None noted. 

LEGISLATIVE HISTORY 

AB 397 (Gonzalez, et al., 2025/2026) under the PITL, would have for taxable years 
beginning on or after January 1, 2025, expanded eligibility for the YCTC by gradually 
increasing the age of a “qualifying child” to have the same age limitation as under 
the CalEITC for taxable years beginning on or after January 1, 2028. AB 397 did not 
pass out of the Assembly Appropriations Committee by the required deadline. 

SB 167 (Committee on Budget & Fiscal Review, Chapter 34, Statutes of 2024) amongst 
other provisions, under the PITL, for taxable years beginning on or after January 1, 2024, 
aligned the maximum income thresholds of the YCTC and FYTC with the CalEITC. 
Required the FTB to calculate the graduated reduction amount in such a manner that 
would result in the YCTC and FYTC earned income phase out amounts to match the 
earned income phase out amount of the CalEITC. 

SB 201 (Committee on Budget & Fiscal Review, Chapter 72, Statutes of 2022), amongst 
other provisions, under the PITL, for taxable years beginning on or after January 1, 2022, 
modified the YCTC to expand the definition of a qualified taxpayer, and provided for 
indexing of the YCTC as well as made other technical nonsubstantive changes. 

AB 91 (Burke, et al., Chapter 39, Statutes of 2019) amongst other provisions, created 
the YCTC operative for taxable years beginning on or after January 1, 2019. 

AB 1128 (Santiago, et al., 2023/2024) under the PITL, would have expanded the 
eligibility of the YCTC by changing the definition of a qualifying child to have the same 
meaning as under the CalEITC. AB 1128 did not pass out of the Assembly by the 
constitutional deadline. 

AB 2977 (Jackson, 2023/2024) under the PITL, would have expanded the YCTC by 
increasing the earned income threshold from $25,000 to $50,000 and would have 
modified the definition of a qualifying child from younger than 6 years of age to 
younger than 18 years of age. AB 2977 did not pass out of the Assembly by the 
constitutional deadline. 

PROGRAM BACKGROUND 

None noted. 

OTHER STATES’ INFORMATION 

None noted. 
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FISCAL IMPACT 

The FTB’s costs to implement this bill have yet to be determined. As the bill moves 
through the legislative process, costs will be determined. 

ECONOMIC IMPACT 

Revenue Estimate 

This bill would result in the following revenue loss: 

Estimated Revenue Impact of AB 1690 as Amended April 13, 2026 
Assumed Enactment after June 30, 2026 

($ in Millions) 

Fiscal Year Revenue 

2026-2027 -$60 

2027-2028 -$120 

2028-2029 -$190 

This analysis does not account for changes in employment, personal income, or gross 
state product that could result from this bill or for the net final payment method of 
accrual. 

Revenue Discussion 

Based on output from the FTB’s YCTC micro-simulation model, it is estimated that 
changing the age limit of a qualifying child for the YCTC from under 6 years of age to 
under 7 years of age would result in an additional revenue loss of approximately  
$60 million in the 2026 taxable year. With each subsequent year, the qualifying child’s 
minimum age would be expanded by one year until the YCTC qualifying child applies 
to children under age 18.  

The tax year estimates are converted to fiscal year estimates and then rounded to 
arrive at the amounts reflected in the above table.  

LEGAL IMPACT 

None noted. 

EQUITY IMPACT 

None noted. 
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APPOINTMENTS 

None noted. 

SUPPORT/OPPOSITION 

Assembly Committee on Revenue and Taxation Report, dated April 17, 2026 

Support 

California Association of Food Banks;  
California Immigrant Policy Center;  
Courage California;  
Economic Security Project Action;  
Friends Committee on Legislation of California;  
Glide;  
Golden State Opportunity 
Grace Institute - End Child Poverty in CA 
Inland Southern California United Way  
John Burton Advocates for Youth  
National Council of Jewish Women Los Angeles 
Orange County United Way  
Para Los Ninos  
Prosper California Coalition  
San Diego for Every Child  
United Parents and Students 
United Way Bay Area  
United Way California Capital Region (UNREG)  
United Way Fresno and Madera Counties  
United Way Monterey County 
United Way of Imperial County 
United Way of San Diego County;  
United Way of San Joaquin County  
United Way of the Wine Country  
United Way of Ventura County  
United Way Santa Cruz County  
United Ways of California (UWCA)  
Western Center on Law & Poverty, Inc 

Opposition 

None on file. 
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ARGUMENTS 

Assembly Committee on Revenue and Taxation Report, dated April 17, 2026 

Proponents 

Prosper California submitted the following, which reads in part: 

“According to the Real Cost Measure study by United Way of California, 1 in 3 
California households do not earn enough income to afford basic necessities – a 
statistic that has barely moved over the last decade since this study started. 
State investments like the Young Child Tax Credit are the most targeted and 
effective means to reduce poverty, and improve lifelong results for children and 
families. 

Currently, the YCTC is only available to families with a child under six years old, 
despite the fact that the financial challenges of raising a child extend well 
beyond early childhood. Families earning between $0 and $32,900 annually can 
receive up to $1,189 through the YCTC, but those with children over the age of 
five are ineligible for the YCTC. In total, this means that nearly two-thirds (62%) of 
families who qualify for the CalEITC are not eligible for the YCTC, creating an 
unintended "cliff effect" for families who lose the YCTC when they no longer 
have children 0-5. Expanding access to this critical credit would help struggling 
households cover basic necessities – 91% of low-income families rely on these 
funds for food, clothing, housing, utilities, and education.” 

United Way of California, submitted the following, which reads in part: 

“In the wake of H.R.1's passage, many of California's lowest-income families will 
miss out on the full federal Child Tax Credit (CTC). Now, to receive the federal 
CTC, at least one parent must have a Social Security Number (SSN), and H.R. 1 
will exclude even more of the lowest-income families from qualifying for the full 
federal credit. The CTC will provide just $2,200 per child ages 0 to 16, but families 
with the lowest incomes – generally under $30,000 – do not get the full credit 
and those with extremely low incomes have lost access to the credit entirely. 
Expanding the YCTC to all CalEITC-eligible families is an effective state 
investment targeted to reduce the inequity that the federal CTC creates. AB 
1690 is a crucial step in addressing California's affordability crisis and ensuring 
families have the support they need.” 
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Opponents 

None on file. 

LEGISLATIVE CONTACT 

FTBLegislativeServices@ftb.ca.gov 

mailto:FTBLegislativeServices@ftb.ca.gov
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