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Inflation Reduction Act

Signed into law on August 16th, the Inflation Reduction Act was signed into law. 

From a financial planning standpoint, the most impactful provisions that directly affect our clients are:

1.  Prescription Drug Prices: Will allow Medicare to negotiate with pharmaceutical companies the prices of certain 
prescription drugs and setting a $2,000 cap on annual out-of-pocket prescription drug costs, starting in 2025. 
Additionally, Medicare beneficiaries with diabetes will see their insulin costs caped at $35 for a month’s supply.

 2.   Green Energy: Incentives for homeowners making energy efficient improvements, including tax credits for 
       new doors and windows, energy-efficient appliances, insulation, and solar panels, as well as rebates for 
       low- and middle-income families.

 3.   Electric Vehicles: Will modify the existing tax credit for buying an electric vehicle to require certain
       components of batteries to be sources in North America.

 4.  IRS: $80 billion in funding for the IRS over the next 10 years, directed towards the hiring of more agents 
      and investments in technology to increase audit rates on higher-income taxpayers ($400,000 and above).  
     Treasury Secretary Janet Yellen has explicitly directed the IRS not to increase audit rates on those making
      under $400,000 per year, but this remains a hot-topic issue. This would also create a task force for
      designing a free “Direct E-file” tax return system for individuals to file directly with the IRS.

From an investor standpoint, the most impactful provisions that directly affect our clients are:

1. 5%: minimum tax on corporate profits

  2.  1%: Stock buybacks will face an excise tax starting in 2023, which could accelerate stock buybacks through
         the end of 2022. Come 2023, corporations with excess cash may be more incentivized to issue dividends rather 
than buy back their shares.

  3.  Investments in renewable energy infrastructure

Research by the Congressional Budget Office finds that the bill is expected to have a negligible effect on inflation in 
2022 and 2023 but is expected to decrease the federal deficit by more than $100B over the next decade.
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