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No Kidding – the “Kiddie Tax”  Bites  

Overview: 

The “Kiddie Tax” taxes the unearned income of minors at the parent’s highest marginal rate.  For 

clients, this is often an unwelcome and unexpected tax bite to otherwise sound wealth planning.  

In the Inflation Reduction Act Congress invested $80 billion in the IRS for increased 

enforcement, including the hiring of tens of thousands of new agents, which will lead to 

increased enforcement.  Attendees will learn:  When the “Kiddie Tax” applies; Calculating the 

Kiddie Tax; Kiddie Tax implications of trusts, inheritances, and custodial accounts; Kiddie Tax 

exemption for Qualified Disability Trusts. 

I. When the “Kiddie Tax” applies  

A. Kiddie Tax – 26 USC § 1(g) " Certain unearned income of children taxed as 

if parent’s income" 

1. Overview.   The so-called "Kiddie Tax" applies to unearned income of a 

child.   It does not apply to earned income from a summer job, part-time job, modeling, etc. 

While the tax has been imposed since 1987, its application has expanded over time, with each 

change adding new levels of complexity in the application and calculation of the tax.  The last 

revision was under the Small Business and Work Opportunity Tax Act in 2007 which created 

three different groups of children to whom the tax applies.1 

 

 

1 S.349 - 110th Congress (2007-2008): Small Business and Work Opportunity Act of 2007, S.349, 110th Cong. 
(2007), http://www.congress.gov/.  

http://www.congress.gov/
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2. Gifting Considerations.  Practitioners need to consider the application of 

the Kiddie Tax in the context of gifts directly to children or gifts to non-grantor trusts in which 

children may be beneficiaries.  Gifting considerations are explored in detail in Article III. 

3. Statute.  The full text of Kiddie Tax – 26 USC § 1(g) " Certain unearned 

income of children taxed as if parent’s income" is provided at the end of the outline. 

B. Historically.   

1. Before 1987 there was no Kiddie Tax.   As children generally earn less 

than their parents, the absence of a Kidde Tax encourages "rate shifting" of income.  A parent in 

a high tax bracket could give an income-producing asset to a child in low tax bracket.  The same 

income would come into the family unity, but the tax is less.   Consider – Parent's marginal rate 

37% and child's marginal rate 10%.   A bond portfolio generates $10,000 of income.  If the 

parent owns the portfolio there is a $3,700 tax.  If the child owns the portfolio there is a $1,000  

tax.   

2. From 1987 until 2005 the net unearned income of a child younger than 14 

years was taxed at the parent's marginal rate. 

3. In 2006, with the passage of the Tax Increase Prevention and 

Reconciliation Act of 2005 (TIPRA) the age for application of the Kiddie Tax expanded to age 

18.2  Further legislation continued to increase the age of applicability to age 24 if a student. 

4. With the Tax Cuts and Jobs Act of 2017, the Kiddie Tax become more 

punitive by changing the tax rate on unearned income subject to the Kiddie Tax from the parent's 

 

 

2 H.R.4297 - 109th Congress (2005-2006): Tax Increase Prevention and Reconciliation Act of 2005, H.R.4297, 
109th Cong. (2006), https://www.congress.gov/bill/109th-congress/house-bill/4297.  

https://www.congress.gov/bill/109th-congress/house-bill/4297
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tax bracket to the tax bracket for income earned by trusts and estates3.  When made effective in 

2008, this resulted in income to the child over $12,751 being taxed at 37%.  While this change 

was intended to simplify the calculation of the Kiddie Tax by eliminating the calculation of the 

parent's highest marginal tax bracket, it created inequities.  Consider that parents would need to 

have income in 2018 in excess of $510,300 (single) or $612,350 (married filing jointly) to be in 

the 37% tax bracket, but due to the compressed tax rates for trusts and estates, a child with a 

mere $15,000 of unearned income would be subject to tax at the highest 37% bracket.   The 

result is that a child's unearned income could be taxed at a higher rate than a middle-class 

parent's earned income.   There was a public push for change focusing on the particularly unfair 

result that survivors’ benefits paid to children of lost active-duty service members were taxed at 

significantly higher rates than the surviving parents' income. 

5. With the SECURE Act passed in December 2019 further changes were 

made to the Kiddie Tax to address the perceived inequities under the Tax Cuts and Jobs Act of 

2017.  The SECURE Act repealed the Tax Cuts and Jobs Act of 2017 in the Kiddie Tax effective 

for 2020 and forward. The SECURE Act also included options to apply the rules to 2019 tax 

returns and amend 2018.4 

C. Kiddie Tax Application in 2022 

1. Categories of Taxation.  There are three categories of tax applicability for 

the Kiddie Tax: 

 

 

3 Text - H.R.1 - 115th Congress (2017-2018): An Act to provide for reconciliation pursuant to titles II and V of the 
concurrent resolution on the budget for fiscal year 2018, H.R.1, 115th Cong. (2017), 
https://www.congress.gov/bill/115th-congress/house-bill/1/text.  
4 Text - S.879 - 116th Congress (2019-2020): SECURE Act, S.879, 116th Cong. (2019), 
https://www.congress.gov/bill/116th-congress/senate-bill/879/text.  

https://www.congress.gov/bill/115th-congress/house-bill/1/text
https://www.congress.gov/bill/116th-congress/senate-bill/879/text
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a) The child has not attained the age of 18 years of age, has net 

unearned income more than the threshold amount determined under §1(g)(4)(A)(ii) ($2,300.00 in 

2022), does not file a joint return, and has at least one parent alive at the end of the tax year; 

b) The child has attained the age of 18 years of age but not the age of 

19, satisfies the net unearned income, joint return, and live parent requirements of (a) above, and 

whose earned income, if any, does not exceed one-half of the amount of the child's support; or  

c) The child is between 19 and 23 years old, satisfies the net unearned 

income, joint return, and live parent requirements of (a) above, and is a full-time student for at 

least five (5) months of the calendar year.   

2. Unearned Income Thresholds and Tax Rate.  The tax rates being applied 

will depend on the amount of unearned income. 

a) The first $1,150 qualifies for the standard deduction and is not 

taxed in 2022. 

b) The next $1,150 is taxed at the child's rate. 

c) Any amount above $2,300 is taxed at the parent's marginal tax rate.  

Depending on the parent's marginal tax rate income tax rate, long-term capital gains and 

qualified dividends will be taxed at 15% or 20%.  The "marginal tax rate" is the tax rate that a 

person pays on an additional dollar of income, effectively the highest tax bracket the parents are 

in.  The tax rate of the parent, custodial parent, or stepparent with the highest taxable income is 

used to determine the marginal tax rate for the calculation.  

II. Calculating the Kiddie Tax 

A. Earned Income 
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1. Definition.   "Earned Income" is defined in Treasury Regulation § 1.911-3 

as: "The term “earned income” means wages, salaries, professional fees, and other amounts 

received as compensation for personal services actually rendered including the fair market value 

of all remuneration paid in any medium other than cash. Earned income does not include any 

portion of an amount paid by a corporation which represents a distribution of earnings and 

profits rather than a reasonable allowance as compensation for personal services actually 

rendered to the corporation."  

2. Taxation.  Earned income of children is subject to tax under the general 

income tax rules.  The Kiddie Tax applies only to unearned income.  

3. Interaction Earned Income and the Kiddie Tax. 

a) For unmarried children between the ages of 18 and 19 with a living 

parent, the Kiddie Tax will not apply if their earned income is more than 50% of their support. 

b) For unmarried children between the ages of 19 and 23 with a living 

parent who are students at least five (5) months of the year, the Kiddie Tax will not apply if their 

earned income is more than 50% of their support. 

c) For children under age 18, there is no offset for support. 

d) "Support" includes food, shelter, clothing, medical care, and 

education.5 

B. Unearned Income 

1. Types of Unearned Income.  Unearned income includes all income that is 

not earned income, i.e. salary and wage.  Unearned income includes interest, dividends, and 

 

 

5 See 26 USC §1(g)(2)(A)(ii)(II) with references to 26 USC §911(d)(2) and 26 USC §152(c)(1)(D)). 
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capital gains from sources such as the child's savings or savings from prior gifts, rental income, 

royalty income, income earned by a Uniform Gifts to Minors Act custodial account, 

unemployment compensation, taxable social security benefits, taxable survivors benefits, 

inherited IRA's, annuities, cancellation of indebtedness income, income distributed from estates 

or non-grantor trusts, prize winnings, scholarships or grants used to pay room and board.6    

C. Tax Rates and Form 

1. Income Tax7. 

 

2. Capital Gains Tax8. 

 

 

6 26 USC 117 excludes "qualified scholarships" from gross income.  A qualified scholarship is defined as that 
amount received for "qualified tuition and related expenses", which are further defined as "(A) tuition and fees 
required for the enrollment or attendance of a student at an educational organization described in section 
170(b)(1)(A)(ii), and (B) fees, books, supplies, and equipment required for courses of instruction at such an 
educational organization." 
7 26 USC § 1. 
8 Ibid. 
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3. Tax Form.  The Kiddie Tax can be reported in two ways: 

a) Report the child's income on their own tax return by filing Form 

8615, Tax For Certain Children Who Have Unearned Income.  

b) Report the child's income on the parent's return by filing Form 

8814, Parents' Election to Report Child's Interest and Dividends.  With this method, the child 

will not need to file a return.  However, the income tax on the child's capital gains and qualified 

dividends may be higher with this method as the first $41,675 of capital gains and qualified 

dividends of a single individual (i.e. an unmarried child) are excluded from taxation. 

D. Examples  

1. Example 1 – Child has no earned income and $1,000 of unearned income.   

There is no Kiddie Tax due as (1) below the $2300 threshold amount, and (2) below the child's 

standard exemption of $1,150.  However, a Form 8615 still needs to be completed if the child is 

filing a tax return. 

2. Example 2 – 15-year old has UGMA account from grandparents 

generating $10,000 in interest in 2022.   Child has no earned income. Parents have a 37% 

marginal tax rate.  Parents elect to report the child's income on the child's return. 

 Amount 

Exempt 
From Kiddie 

Tax 

Taxed at 
Child's Tax 

Rate 

Taxed At 
Parent's Tax 

Rate 
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Unearned 
Income  $          10,000   $          1,150   $              1,150   $              7,700  
Earned Income  $                   -        
Tax Rate   0% 10% 37% 
Tax      $                 -   $                 115   $              2,849  
     
   Total  $              2,964  

 

3. Example 3 – Same as Example 2, except the $10,000 is capital gain 

income. 

 Amount 
Exempt From 

Kiddie Tax 
Taxed at Child's 

Tax Rate 

Taxed At 
Parent's Tax 

Rate 
Unearned 
Income  $          10,000   $          1,150   $              1,150   $              7,700  
Earned Income  $                   -        
Tax Rate   0% 0% 20% 
Tax      $                 -   $                      -   $              1,540  
     
   Total  $              1,540  

 

4. Example 4 – Same as Example 2 except child has $5,000 in earned 

income. 

 Amount 
Exempt From 

Kiddie Tax 
Taxed at Child's 

Tax Rate 

Taxed At 
Parent's Tax 

Rate 
Unearned 
Income  $          10,000   $          1,150   $              1,150   $              7,700  
Earned Income  $            5,000     $              5,000    
Tax Rate   0% 10% 37% 
Tax      $                 -   $                 615   $              2,849  
     
   Total  $              3,464  
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5. Example 4 – 22-year old has UGMA account from grandparents 

generating $10,000 in interest in 2022, earns $20,000 from a part-time job, and is not a student.  

Assume the child's support costs are $30,000.  The Kiddie Tax does not apply as the adult child's 

earned income from the job exceeds 50% of the child's support.   If the child was 17, the Kiddie 

Tax would apply as the earned income as 50% of support test only applies to children 18 – 19, or 

those 19 or older who are full time students five (5) months of the year or more. 

6. Example 5 – Same as Example 4 but the child is a full-time student with 

tuition of $40,000 for the year.  Here, the Kiddie Tax will apply as the child's earned income is 

not 50% of support costs when educational expenses are included.  

III. Kiddie Tax Implications in Estate Planning  

A. Trusts 

1. Grantor Trust.  The income from a Grantor Trust is taxable to the Grantor.   

There are no Kiddie Tax implications. 

2. Non-Grantor Trust.  The income earned by a Non-Grantor Trust is taxable 

to the trust.  If the trust makes distributions to the beneficiaries, the distribution is treated as first 

being made from the income of the trust.  The income distribution is the "distributable net 

income" or "DNI".  DNI is: Total Taxable Income – Total Capital Gains + Applicable  Tax 

Exemptions. The amount of DNI is reflected on a Form K-1 issued to the beneficiary.   A 

distribution of DNI from a trust to a beneficiary is unearned income that will be part of the 

Kiddie Tax calculation for a beneficiary under the age of 24. 

B. Estates and Inheritances 

1. The income from an estate is taxable to the estate.  When the estate makes 

distributions to the beneficiaries, the distribution is treated as first being made from the income 
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of the estate.  The amount of that income is reflected on a Form K-1 issued to the beneficiary.   A 

distribution from an estate to a beneficiary is unearned income that will be part of the Kiddie Tax 

calculation for a beneficiary under the age of 24. 

IV. Kiddie Tax Exemption - Qualified Disability Trusts 

A. Qualified Disability Trust Definition.  

1. Tax Code Definition.   26 USC §642(b)(2)(C)(ii) defines a "qualified 

disability trust" as a trust where: 

"(I) such trust is a disability trust described in subsection (c)(2)(B)(iv) of section 

1917 of the Social Security Act (42 U.S.C. 1396p), and 

(II) all of the beneficiaries of the trust as of the close of the taxable year are 

determined by the Commissioner of Social Security to have been disabled (within the 

meaning of section 1614(a)(3) of the Social Security Act, 42 U.S.C. 1382c(a)(3)) for 

some portion of such year." 

2. Social Security Act – Disability Trust.   42 U.S.C. 1396p(c)(2)(B)(iv)  

defines a disability trust as a trust where the assets "were transferred to a trust (including a trust 

described in subsection (d)(4)) established solely for the benefit of an individual under 65 years 

of age who is disabled (as defined in section 1382c(a)(3) of this title)". 

3. Social Security Act – Disabled.      42 U.S.C. 1382c(a)(3)) provides:  "an 

individual shall be considered to be disabled for purposes of this subchapter if he is unable to 

engage in any substantial gainful activity by reason of any medically determinable physical or 

mental impairment which can be expected to result in death or which has lasted or can be 

expected to last for a continuous period of not less than twelve months." 
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4. Irrevocable Non-Grantor Trust.  A qualified disability trust must be an 

irrevocable non-grantor trust. 

B. Qualified Disability Trust Earned Income.  

1. Income from Qualified Disability Trust Earned Income  is "Earned 

Income".  26 USC § 1(g)(4 C) provides:  "For purposes of this subsection, in the case of any 

child who is a beneficiary of a qualified disability trust (as defined in section 642(b)(2)(C)(ii)), 

any amount included in the income of such child under sections 652 and 662 during a taxable 

year shall be considered earned income of such child for such taxable year." (emphasis added). 

2. Non-Applicability of the Kiddie Tax.  The Kiddie Tax only applies to 

unearned income.  If a child who is disabled has no other unearned income, the Kiddie Tax will 

not apply to any income earned by the Qualified Disability Trust.  Compare this to a non-grantor 

trust other that is not a Qualified Disability Trust where any distributions from a trust to a child 

may be subject to the Kiddie Tax at the parent's marginal tax rate. 

3. Special Exemption From Taxes.   46 USC §642(b)(2)(C) provides that a Qualified 

Disability Trust is allowed the same exemption as an individual when filing their tax return. 

However, the Tax Cuts and Jobs Act of 2017 eliminated the personal exemption for tax years  

2018 through 20259.  In place of the personal exemption, the Tax Cuts and Jobs Act of 2017 

provides that in any year where there is no personal exemption that a Qualified Disability Trust 

is allowed an exemption of $4,150, indexed for inflation.  For 2022 the exemption is $4,450.    

V. Mitigating the Kiddie Tax 

 

 

9 H.R.4297 - 109th Congress (2005-2006): Tax Increase Prevention and Reconciliation Act of 2005, H.R.4297, 
109th Cong. (2006), https://www.congress.gov/bill/109th-congress/house-bill/4297. 

https://www.congress.gov/bill/109th-congress/house-bill/4297
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A. Investment Decisions. 

1. Invest in growth stocks versus dividend-producing stocks until a child is 

age 24. 

2. Invest in non-taxable municipal bonds or bonds where income is deferred 

until maturity. 

3. Invest in a manner to limit unearned income (interest, dividends, capital 

gains, etc.) so income is under $2,300 for 2022. 

4. Invest in non-income-producing real estate expected to appreciate in 

value. 

5. Invest in a family business that pays little or no dividends, but where the 

equity value appreciates over time. 

6. Sell stocks that have a capital loss to reduce unearned income of the 

current year. 

7. Contribute to a 529 plan or to a child's IRA if they are working versus a 

taxable account.  

B. Non-Grantor Trusts 

1. If permitted, consider making DNI distributions to beneficiaries over age 

24 and then make up distributions to those turning 24. 

2. Limit distributions to beneficiaries under age 24 to distributions carrying 

DNI under the $2,300 for 2022 threshold.  

C. Tax Reporting 

1. Consider whether there are savings in electing to have the child file a tax 

return or the parents where there are capital gains and qualified dividend income.  
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D. Employment and Scholarships 

1. Have the family business hire the child over age 18 so that the child's 

income is at least equal to 50% of their support.  Note that the compensation must be reasonable 

for the services provided.   

2. Maximize scholarships as a portion of education expenses for college 

students to reduce the amount of support provided by parents so that the child's earned income is 

more than 50% of their support. 

VI. Kiddie Tax – 26 USC § 1(g) " Certain unearned income of children taxed as if 

parent’s income" 

(g) Certain unearned income of children taxed as if parent’s income  
(1) In general - In the case of any child to whom this subsection applies, the tax imposed 

by this section shall be equal to the greater of—  

(A) the tax imposed by this section without regard to this subsection, or 

(B) the sum of—  

(i) the tax which would be imposed by this section if the taxable income of 

such child for the taxable year were reduced by the net unearned income of such 

child, plus 

(ii) such child’s share of the allocable parental tax. 

(2) Child to whom subsection applies.  This subsection shall apply to any child for any 

taxable year if—  

(A) such child—  

(i) has not attained age 18 before the close of the taxable year, or 

(ii)  

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1226536401-1200006173&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
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(I) has attained age 18 before the close of the taxable year and 

meets the age requirements of section 152(c)(3) (determined without 

regard to subparagraph (B) thereof), and 

(II) whose earned income (as defined in section 911(d)(2)) for such 

taxable year does not exceed one-half of the amount of the individual’s 

support (within the meaning of section 152(c)(1)(D) after the application 

of section 152(f)(5) (without regard to subparagraph (A) thereof)) for such 

taxable year, 

(B) either parent of such child is alive at the close of the taxable year, and 

(C)  such child does not file a joint return for the taxable year. 

(3) Allocable parental tax - For purposes of this subsection—  

(A) In general - The term “allocable parental tax” means the excess of—  

(i)  the tax which would be imposed by this section on the parent’s taxable 

income if such income included the net unearned income of all children of the 

parent to whom this subsection applies, over 

(ii) the tax imposed by this section on the parent without regard to this 

subsection. 

For purposes of clause (i), net unearned income of all children of the parent shall 

not be taken into account in computing any exclusion, deduction, or credit of the 

parent. 

(B) Child’s share  

A child’s share of any allocable parental tax of a parent shall be equal to an 

amount which bears the same ratio to the total allocable parental tax as the child’s net 

https://www.law.cornell.edu/uscode/text/26/152#c_3
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1299330190-171700450&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1226536401-1200006173&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1226536401-1200006173&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1226536401-1200006173&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
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unearned income bears to the aggregate net unearned income of all children of such 

parent to whom this subsection applies. 

(C) Special rule where parent has different taxable year  

Except as provided in regulations, if the parent does not have the same taxable 
year as the child, the allocable parental tax shall be determined on the basis of the 
taxable year of the parent ending in the child’s taxable year. 

(4) Net unearned income - For purposes of this subsection—  

(A) In general - The term “net unearned income” means the excess of—  

(i) the portion of the adjusted gross income for the taxable year which is 

not attributable to earned income (as defined in section 911(d)(2)), over 

(ii) the sum of—  

(I) the amount in effect for the taxable year under section 

63(c)(5)(A) (relating to limitation on standard deduction in the case of 

certain dependents), plus 

(II)  the greater of the amount described in subclause (I) or, if the child 

itemizes his deductions for the taxable year, the amount of the itemized 

deductions allowed by this chapter for the taxable year which are directly 

connected with the production of the portion of adjusted gross income referred to 

in clause (i). 

(B) Limitation based on taxable income  

The amount of the net unearned income for any taxable year shall not exceed the 
individual’s taxable income for such taxable year. 

(C) Treatment of distributions from qualified disability trusts  

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1226536401-1200006173&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1299330190-171700450&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
https://www.law.cornell.edu/uscode/text/26/911#d_2
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-2098890998-1200006172&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1
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For purposes of this subsection, in the case of any child who is a beneficiary of a 
qualified disability trust (as defined in section 642(b)(2)(C)(ii)), any amount 
included in the income of such child under sections 652 and 662 during a taxable 
year shall be considered earned income of such child for such taxable year. 

(5) Special rules for determining parent to whom subsection applies - For purposes of this 

subsection, the parent whose taxable income shall be taken into account shall be—  

(A)  in the case of parents who are not married (within the meaning of section 

7703), the custodial parent (within the meaning of section 152(e)) of the child, and 

(B) in the case of married individuals filing separately, the individual with the 

greater taxable income. 

(6) Providing of parent’s TIN  

The parent of any child to whom this subsection applies for any taxable year shall 
provide the TIN of such parent to such child and such child shall include such TIN on the 
child’s return of tax imposed by this section for such taxable year. 

(7) Election to claim certain unearned income of child on parent’s return  

(A) In general - If—  

(i) any child to whom this subsection applies has gross income for the 

taxable year only from interest and dividends (including Alaska Permanent Fund 

dividends), 

(ii)  such gross income is more than the amount described in paragraph 

(4)(A)(ii)(I) and less than 10 times the amount so described, 

(iii) no estimated tax payments for such year are made in the name and 

TIN of such child, and no amount has been deducted and withheld under section 

3406, and 

https://www.law.cornell.edu/uscode/text/26/642#b_2_C_ii
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1299330190-171700450&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:A:part:I:section:1


17 

(iv) the parent of such child (as determined under paragraph (5)) elects the 

application of subparagraph (B), 

such child shall be treated (other than for purposes of this paragraph) as having no gross 

income for such year and shall not be required to file a return under section 6012. 

(B) Income included on parent’s return - In the case of a parent making the 

election under this paragraph—  

(i) the gross income of each child to whom such election applies (to the 

extent the gross income of such child exceeds twice the amount described in 

paragraph (4)(A)(ii)(I)) shall be included in such parent’s gross income for the 

taxable year, 

(ii) the tax imposed by this section for such year with respect to such 

parent shall be the amount equal to the sum of—  

(I) the amount determined under this section after the application 

of clause (i), plus 

(II) for each such child, 10 percent of the lesser of the amount 

described in paragraph (4)(A)(ii)(I) or the excess of the gross income of 

such child over the amount so described, and 

(iii) any interest which is an item of tax preference under section 57(a)(5) 

of the child shall be treated as an item of tax preference of such parent (and not of 

such child). 

(C) Regulations  

The Secretary shall prescribe such regulations as may be necessary or appropriate to 
carry out the purposes of this paragraph. 
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