
K-12 Tax Hike: 

Initiative 22 Will Discriminate against Small Businesses, 

Third Draft of Bluebook’s Analysis Available for Comment 
 

August 8--This week, the Legislative Council posted the Third Draft of the Bluebook’s analysis 

of Initiative 22, the proposal that would increase the income tax rate on individuals, estates and 

trusts. 

 

The public has until Monday, August 12
th

, to comment on this Draft.  Comments can be emailed 

to: 

 

schoolfunding@state.co.us 

 

An August 6
th

  memorandum from the Legislative Council details the process for solicitation of 

comments on the Third Draft. 

 

Early this week, the advocates of Initiative 22 delivered twice as many as required—160,000 

signatures--signed initiative petitions to the Secretary of State’s Office to put the proposal on the 

November ballot. 

 

The Initiative 22 campaign committee, Colorado Commits to Kids, has raised more than $1 

million.  To see who has contributed, visit the Web site of the Colorado Secretary of State, and   

click on “Campaign Finance.”  Next, click on “Search records” under the “Search & File” 

heading.  Click on “Committee Search” and then enter “Colorado Commits to Kids” in the 

appropriate box. 

 

Measure Will Discriminate Against Small Businesses 

 

Proponents of Initiative 22 have touted the fact that the measure will not increase the corporate 

income tax, which is correct. 

 

Initiative 22 says that the tax increase will apply to “individuals, estates and trusts.” 

 

But the measure, nonetheless, will have a discriminatory effect on the business community, 

especially small businesses, which should not be ignored in the debate about Initiative 22. 

 

The reason is that a business owner who operates as “sole proprietorship” or two or more 

business owners who operate as “general partnership,” “limited partnership,” “limited liability 

company (LLCs)” and “S Corporations” file their tax returns as individuals. 

 

In addition, “limited liability partnerships” and “limited liability limited partnerships” will be 

taxed as partnerships unless they elect to be taxed as corporations.  For more information on 

these types of businesses, read The Colorado Business Resource Guide. 

 

Consequently, these businesses will not be excluded from the increase in the individual income 

tax rate that Initiative 22 will impose. 

mailto:schoolfunding@state.co.us
http://coloradocommits.com/
http://www.sos.state.co.us/
http://www.metrodenver.org/files/documents/industries-companies/business-support/Ind_Bus_SmallBiz_ResourceGuide.pdf


 

Senator Michael Johnston (D-Denver), the driving force behind Initiative 22 and SB-213, the 

school finance overhaul bill that depends on Initiative 22 for its implementation, has reportedly 

said that the two-step tax increase will place less of a burden on businesses than a flat percentage 

increase in both the individual and corporate income tax. 

 

A flat increase in the individual income tax and corporate income tax would presumably place a 

greater tax burden on the entire business community.  But, since Senator Johnston did not 

mention what that flat rate increase could have been, it’s unclear whether business owners who 

file under their individual returns would be better off or not. 

 

The projected impact of the proposal on these small businesses is not clear yet.  Legislative 

Council staff members will prepare a fiscal analysis of Initiative 22, but that has not yet been 

posted to the legislature’s Web site. 

 

Colorado’s Income Tax 

 

The income tax is applied to individuals, fiduciaries and corporations. 

 

According to the Colorado Department of Revenue, in 2012 the income tax of 4.63 percent 

netted $5.4 billion into the state’s General Fund coffers.  (By comparison, the state sales tax of 

2.9 percent netted $2.1 billion.) 

 

In 2012 corporations filed 51,681 returns and paid a net $492 million.  Meanwhile, individuals 

filed 1.6 million returns and paid a net $4.85 billion.  And “fiduciaries” paid a net $25.8 million 

in income taxes. 

 

Opposition Organization Launched . . . and the Dispute Begins 

 

On Monday, opponents launched Coloradans for Real Education Reform at a news conference at 

the State Capitol.  Bi-partisan backers of this organization include Colorado Treasurer Walker 

Stapleton, a Republican, and former Senator Bob Hagedorn, a Democrat who represented 

Aurora. 

 

Also on Monday, in response to the debut that afternoon of the opposition effort, Colorado 

Commits to Kids put out a “fact sheet” that, among other things, stated the following: 

 

2. Fiction: A business owner will see the taxes on his business and his personal taxes go up. 

 

Fact:  The Colorado Commits to Kids Initiative increases the state income tax rates on 

“individuals, estates and trusts.”  It does not touch the state’s business income tax.  Some 

business owners may pay their taxes via their personal income tax, but no one will be double 

taxed.  (c) 

 

(Footnote “c” above refers to the Initiative 22 title.) 
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Background on Initiative 22 

 

Initiative 22 will partially--but not totally--implement SB-213 that would revamp K-12 education 

funding.  Governor John Hickenlooper signed the bill into law on May 21
st
. 

 

Initiative 22 would raise $950.1 million in personal and corporate income taxes to implement 

SB-213.  The new funds would go to such programs reducing class size and boosting 

kindergarten access and special education programs. 

 

The bill’s prime legislative sponsors were Senator Johnston and Representative Millie Hamner 

(D-Dillon). 

 

For an analysis of the bill, read the last fiscal note prepared by legislative staff.  This analysis 

stated that $1.12 billion would be needed to fully implement SB-213.  The General Assembly 

would then have to determine how to come up with the additional $169.9 million. 

 

Colorado’s current flat income tax of 4.63 percent for both individuals and businesses would be 

replaced with a two-tiered system: 

 Those earning less than $75,000 annually would pay 5 percent; and 

 Those earning $75,000 or more would pay 5 percent on the first $75,000 and then 5.9 

percent on earnings greater than $75,000. 

 

In addition, Initiative 22 would repeal Amendment 23, which voters approved in 2000, that 

annually increases K-12 funding.  The proposal instead would mandate that a minimum of 43 

percent of General Fund revenue be dedicated to K-12 schools. 

 

For more in the Initiative 22 campaign, read: 

 

“Colorado school finance reformers deliver double required signatures,” by Kevin Simpson, The 

Denver Post, August 5
th

. 

 

“Johnston pitches tax plan, gets some advice,” by Todd Engdahl, EdNews Colorado, August 1
st
. 
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