The Inflation Reduction Act of
2022 & the CHIPS Act of 2022

Tax Impact
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Inflation Reduction Act of 2022
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Inflation Reduction Act

-15% corporate alternative minimum tax

1% excise tax on stock repurchases

-Renewable energy tax credits for businesses
-Energy-related tax credits/rebates for homeowners
- R&D payroll tax credit changes

- Other tax changes
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Inflation Reduction Act

-15% corporate alternative minimum tax

 Tax on adjusted financial statement income

 Only applies to corporations whose average annual adjusted financial

statement income for three prior tax years is over $1 billion

« Reduced to $100 million in the case of certain foreign-parented

corporations



Inflation Reduction Act

1% excise tax on stock repurchases

« Tax on the fair market value of repurchased stock
 Only applies to stock repurchases by publicly traded U.S. corporations
« Doesn't apply if total stock repurchased during the taxable year is $1

million or less
« Exceptions for certain types of reorganizations, repurchases treated as

dividends, and repurchased stock contributed to employer-sponsored

retirement plans, employee stock ownership plans, or similar plans
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Inflation Reduction Act

-Renewable Energy Tax Credits for Businesses
« The production tax credit (PTC) and the investment tax credit (ITC)

have been restored and extended for projects that begin construction

before 2025.

* Includes a renewal of previously expired PTC for solar
« New PTCs for hydrogen and nuclear projects
« Standalone battery storage placed in service after 2022 qualifies for the |TC

« Eligible projects include wind, solar, geothermal, biomass, hydropower, qualified fuel cell,

microturbine, waste energy, and many more



Inflation Reduction Act

-Renewable Energy Tax Credits for Businesses
« Adds a Clean Energy PTC and Clean Electricity ITC for projects that are

placed in service after 2024 and have a greenhouse gas emission rate

of zero or less
* Transfer of credits to third parties beginning in 2023
« Check out

for a recap with

more details
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https://www.natlawreview.com/article/inflation-reduction-act-includes-expansive-tax-incentives-clean-energy-investors-and

Inflation Reduction Act

-Energy-related tax credits/rebates for homeowners

« Credits for homeowners for energy-efficient windows, doors, water

heaters, furnaces, air conditioners, and similar items

« Credits for electric vehicle purchases and installing electric vehicle

chargers

« Residential Clean Energy Credit — replaces the Residential Energy
Efficient Property Credit and extends it through 2034

« Rebates for purchasing energy-efficient appliances
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Inflation Reduction Act

-R&D payroll tax credit changes

 Qualified small businesses may elect to claim up to $500,000 of R&D
credit against payroll taxes (increased from $250,000)

 Applicable to tax years beginning after 12/31/22
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Inflation Reduction Act

- Other tax changes
« Reinstates the hazardous substance superfund excise taxes on
domestic crude oil and imported petroleum products
« Excise tax on drug manufacturers who don’t comply with the new
pricing rules

« More funding for the IRS
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CHIPS Act of 2022
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CHIPS

- CHIPS = Creating Helpful Incentives to Produce
Semiconductors

« Overall goal is to boost American semiconductor research, development

and production

« $52.7 billion for research, development, manufacturing, and workforce

development

« Advanced manufacturing investment credit
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CHIPS

- Advanced Manufacturing Investment Credit

« Tax credit of 25% of the qualified investment placed in service during

tax year

e Qualified investment:
« Tangible property integral to the operation of an “advanced fabrication facility”
e Primary purpose: manufacturing semiconductors or semiconductor equipment.
« Can be equipment, buildings, structural components of a building
« Property placed in service after 12/31/22 and for which construction began before 1/1/27

e Creditis claimed in the year the property is placed in service
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Conclusion
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Conclusion

- Inflation Reduction Act

« AMT not likely to be applicable to most companies

« Stock repurchase tax for publicly traded companies but lots of

exceptions

 Green energy tax credits

- CHIPS
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e Tax credits for manufacturers of semiconductors and semiconductor
equipment

« Grants, loan subsidies, and other funding available
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