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On November 8, 2022, voters in Colorado and Massachusetts showed their support
for certain income tax-related ballot measures. In Colorado, voters approved

a measure that reduces the state’s income tax rate applicable to individuals

and corporations. Specifically, Proposition 121 reduces the current 4.55 percent
corporate and personal income tax rate to 4.40 percent, retroactive to tax years
commencing on or after January 1, 2022. Under current law, individual itemized and
standard deductions are limited for Colorado purposes for individuals with taxable
income of $400,000 or more. The limit is $12,000 for taxpayers filing single returns
and $16,000 for taxpayers filing joint returns. Another Colorado measure that was
approved, Proposition FF, raises additional taxes to support school meal programs
by reducing to $300,000 or more the income threshold under which the limits apply.

In Massachusetts, voters approved a controversial constitutional amendment
(Question One) that increases the flat individual income tax rate from 5 percent to

9 percent on income above $1 million. The rate increase is effective for taxable years
beginning on or after January 1, 2023. The additional revenue generated will be used
for quality public education and for the repair and maintenance of roads, bridges, and
public transportation. Under the Massachusetts Constitution, all income must be
taxed at a unform rate, hence the need for voters to approve the amendment.

The tax rate increase applies to individual owners of pass-through entities, including
S Corporations that are already subject to various entity level taxes. Massachusetts

requires S corporations to pay the non-income measure of the corporate excise tax
on either taxable tangible personal property or on net worth, as well as the income

measure of the corporate excise on any income that is taxable for the S Corporation
federally. In addition, S corporations with at least $6 million, but less than $9 million,
in gross receipts are required to pay a tax on income at a rate of 2 percent, and

S corporations with $9 million or more in gross receipts are required to pay a tax on
income at a rate of 3 percent.

California voters were not inclined to increase income taxes, as Proposition 30 was
defeated. This measure would have imposed an additional 1.75 percent tax on annual
personal income in excess of $2 million for each taxable year beginning on or after
January 1, 2023. Please stay tuned to TWIST for additional income tax rate changes.

For more news and insights on tax developments, follow KPMG's U.S. Tax practice on Twitter - @KPMGUS Tax.

kpmg.com/socialmedia

m n G The following information is not intended to be “written advice concerning one
or more federal tax matters” subject to the requirements of section 10.37(a)(2) of

Treasury Department Circular 230.

©2022 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global The information contained herein is of a general nature and based on authorities
organization of independent member firms affiliated with KPMG International Limited, a private that are subject to change. Applicability of the information to specific situations
English company limited by guarantee. All rights reserved. NDP281919-1AN should be determined through consultation with your tax adviser.


https://tax.kpmg.us/events/podcasts/twist/2022/twist-111422.html
https://twitter.com/kpmg_us
http://www.linkedin.com/company/kpmg-us
https://www.facebook.com/KPMGUS/
http://www.youtube.com/user/KPMGMediaChannel
https://instagram.com/kpmgus
http://kpmg.com/socialmedia
https://twitter.com/kpmgus_tax

