-
EY

EY Payroll NewsFlash =24 Building a better

Workforce Tax Services

working world

Tax. Benefits. Human Resources.
Working together with you.

Vol.23, 093
October 4, 2022

Arkansas income tax withholding rates are updated effective October
1, 2022 to reflect law lowering the top income tax rate

The Arkansas Department of Revenue has released the revised withholding tax formula reflecting the changes
made by SB.1 (Act 2), enacted on August 11, 2022. Retroactive to January 1, 2022, SB. 1 lowers the top
marginal income tax rate from 5.5% to 4.9% and increases the income level at which the highest tax rate applies.
SB. 1 accelerates the tax cuts that were signed into law in December 2021 and is anticipated to save taxpayers
over $400 million. (Governor Hutchison, Summary of Tax Cuts.)

The revised withholding formula is effective with wages paid on after October 1, 2022. The Department also
revised its Withholding Tax, Employer’s Instructions.

Withholding on supplemental wages

If bonuses, commissions, or overtime wages are paid at the same time as regular wages, the income tax withheld is
determined by deducting 4.9% of the bonus or commission for state income tax.

The Department suggests that employers advise their employees that the 4.9% withholding rate could, in some
cases, be more than the income tax liability and cannot be recovered until the employee files the Arkansas
personal income tax return. (Withholding Tax, Employer’s Instructions, p 4.).
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The information contained herein is general in nature and is not intended, and should not be construed, as legal,
accounting or tax advice or opinion provided by Ernst & Young LLP to the reader. The reader is also cautioned that this
material may not be applicable to, or suitable for, the reader's specific circumstances or needs, and may require
consideration of non-tax and other tax factors if any action is to be contemplated. The reader should contact his or her
Ernst and Young LLP or other tax professional prior to taking any action based upon this information. Ernst & Young LLP
assumes no obligation to inform the reader of any changes in tax laws or other factors that could affect the information
contained herein. Copyright 2022. Ernst & Young LLP. All rights reserved. No part of this document may be reproduced,
retransmitted or otherwise redistributed in any form or by any means, electronic or mechanical, including by
photocopying, facsimile transmission, recording, rekeying, or using any information storage and retrieval system, without
written permission fromErnst & Young LLP.
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