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Key Wealth Institute

The Key Wealth Institute is a team of highly 
experienced professionals from across wealth 
management, dedicated to delivering commentary 
and financial advice. From strategies to manage 
your wealth to the latest political and industry 
news, the Key Wealth Institute provides proactive 
insights to help grow your wealth.

The Senate passed the Inflation Reduction Act on Aug. 7 
and the House of Representatives passed the legislation 
on Aug. 11, after which President Joe Biden signed it into 
law on Aug. 16. 

The Act includes provisions that would extend the 
expanded Affordable Care Act health plan premium 
assistance program through 2025, increase funding for 
IRS tax enforcement, expand energy incentives and 
impose a corporate minimum tax. 

This summary contains many of the key points you need 
to know about the legislation. 

Tax Implications

Corporate Alternative Minimum Tax: The Inflation 
Reduction Act imposes a new 15% corporate alternative 
minimum tax on the adjustable financial statement income 
of applicable corporations. The alternative minimum tax 
can be thought of as a book minimum tax because the 
starting point of the calculation is a corporation’s average 
annual adjusted financial statement income, which includes 
financial statements prepared in accordance with generally 
accepted accounting principles (GAAP). This is a departure 
from the previous calculation of the corporate alternative 
minimum tax rules, where the starting point was taxable 
income.

The tax applies to C corporations for taxable years 
beginning after 2022, with an average annual financial 
statement income greater than $1 billion for a three-year 
period.

Extension of Limitation on Excess Business Losses of 
Non-corporate Taxpayers: Extends the limitation on 
excess business losses of non-corporate taxpayers by 
two years. Business losses are disallowed for taxable 
years beginning in 2021 through 2028.

Increase in Research Credit Against Payroll Tax for Small 
Businesses: Increases from $250,000 to $500,000 the 
limit on the amount of research credit that qualified small 
businesses may elect to treat as a credit against their 
payroll tax liability. This increase applies to taxable years 
beginning after 2022.

IRS Enforcement: Appropriates about $80 billion to the 
IRS to add auditors, improve customer service and 
modernize technology. The Act also provides $15 million 
in funding for a report to Congress on the potential 
creation and maintenance of an IRS-run e-file system.

Health Care Provisions

Premium Tax Credit: Extends through 2025 the 
exception to the cap on household income that is used 
to calculate the premium contribution for an individual 
claiming the premium tax credit. Previously, household 
income had to be below 400% or more of the federal 
poverty line to qualify for the tax credit. This provision 
applies to taxable years beginning after 2022.
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Safe Harbor for Absence of Deductible for Insulin: 
Allows for the continuation of high deductible health 
plan treatment for qualifying plans with no deductible 
for selected insulin products (applies to plan years 
beginning after 2022).

Climate Credits

Extension of Tax Credits for Biodiesel, Renewable 
Diesel and Alternative Fuels: Extends the tax credits for 
biodiesel, renewable diesel, biodiesel mixtures, 
alternative fuel and alternative fuel mixtures through 
2024. The credit applies to fuel sold or used after 2021.

Sustainable Aviation Fuel Credit: Creates a new 
business credit for each gallon of sustainable aviation 
fuel sold or used as part of a qualified fuel mixture. The 
credit equals the number of gallons of sustainable 
aviation fuel in the mixture, multiplied by a base amount 
of $1.25, with increases available for meeting certain 
greenhouse gas emissions reductions. This eliminates 
the tax credit under IRC §40A for sustainable aviation 
fuel produced from biodiesel. The credit applies to fuel 
sold or used in 2023 and 2024.

Credit for Production of Clean Hydrogen: Creates a new 
business credit to produce clean hydrogen during the 
10-year period beginning on the date a qualifying facility
is originally placed in service. Credit amounts are a
percentage, based on emissions rates, of 60 cents. The
credit applies to clean hydrogen produced after 2022.

Extension and Modification of Nonbusiness Energy 
Property Credit: Extends the nonbusiness energy 
property credit through 2032. This changes the credit 
rate to 30% for both qualified energy-efficiency 
improvements and residential energy property 
expenditures, replaces the $500 lifetime limit with a
$1,200 annual limit and modifies limits for specific types 
of property and the standards for qualified energy-
efficiency improvements.

Generally this applies to property placed in service after 
2022. The extension of credit applies to property 
placed in service after 2021. The identification number 
requirement applies to property placed in service after 
2024. 

Extension and Modification of Residential Energy-Efficient 
Property Credit (Residential Clean Energy Credit): Extends 
the residential energy-efficient property credit
(renamed the residential clean energy credit) through 2034. 
The adjustment replaces the credit for biomass fuel 
property expenditures with a new credit for battery storage 
technology expenditures. This applies to expenditures 
made after 2022.

Modification of Energy-Efficient Commercial Buildings 
Deduction: Modifies the formula for computing the 
maximum amount of the energy-efficient commercial 
buildings deduction. The deduction amount if new wage 
and apprenticeship requirements are met has increased, 
and the energy-efficiency standard has been modified. The 
legislation also eliminates the partial deduction for property 
that does not meet the certification standard and provides 
an alternative deduction for energy-efficient building retrofit 
property.

The deduction applies to taxable years beginning after 
2022. The deduction for energy-efficient retrofit property 
applies to property placed in service after 2022. 

Extension, Increase and Modification of New Energy-
Efficient Home Credit: Extends through 2032 the new 
energy-efficient home credit as a business credit for 
contractors who manufacture or construct energy-efficient 
homes. The legislation credits amounts and modifies 
energy-saving requirements and provides a larger credit 
amount for residences that meet wage requirements.

Generally, this applies to dwelling units acquired from an 
eligible contractor after 2022. The extension of credit 
applies to dwelling units acquired after 2021.

Cost Recovery for Qualified Facilities, Qualified Property 
and Energy Storage Technology: Provides that qualified 
facilities for purposes of the new clean electricity 
production credit and qualified property or energy storage 
technology for purposes of the clean electricity investment 
credit are treated as five-year property under the General 
Depreciation System (GDS). This applies to facilities and 
property placed in service after 2024.

Modification and Termination of New Qualified Plug-In 
Electric Drive Motor Vehicle Credit (Clean Vehicle Credit): 
Increases the dollar limit on the new qualified plug-in 
electric drive motor vehicle credit (renamed the Clean 
Vehicle Credit) if critical minerals and battery components 
requirements are met. The modification adds requirements 
that would render electric vehicles made with any battery
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For more information, or to review how these 
tax law changes affect your wealth plan, 
please contact your advisor. 
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components manufactured by “foreign entities of 
concern” (i.e., China) ineligible to receive the credit after 
2023. Furthermore, the modified credit prohibits the use of 
any critical mineral in a battery that is extracted or 
processed by those countries beginning in 2025, adds a 
requirement that the final assembly of the vehicle occurs in 
North America and eliminates the limit on the number of 
credit-eligible vehicles but allows only one credit per 
vehicle. A new credit limit based on the taxpayer’s income 
has also been imposed. Taxpayers are allowed to transfer 
the credit to a registered dealer in exchange for payment 
from that dealer. The credit terminates after 2032 and 
generally applies to vehicles placed in service after 2022. 

Credit for Previously Owned Clean Vehicles: Provides a 
new nonrefundable personal credit for qualifying previously 
owned clean vehicles to individual purchasers whose 
modified adjusted gross income does not exceed a 
specified limit. A taxpayer may elect to transfer the credit 
to a registered dealer in exchange for payment from that 
dealer. The credit terminates after 2032 and applies to 
vehicles acquired after 2022.
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Extension of the Advanced Energy Project Credit: Extends 
the advanced energy project credit, a competitively 
awarded investment tax credit for clean energy and energy-
efficiency manufacturing projects. The credit provides for as 
much as $10 billion of new credit allocations. The credit 
rate will be reduced by 80% if wage and apprenticeship 
requirements are not met. The extension modifies the 
definition of a qualifying advanced energy project and is 
effective beginning in 2023.

Advanced Manufacturing Production Credit: Provides a 
new production credit for each eligible solar energy 
component, eligible wind energy component, eligible 
inverter, qualifying battery component and applicable 
critical mineral, that is produced by the taxpayer in the US, 
or in a US possession, and sold to an unrelated person. 
The credit applies to components and minerals produced 
and sold after 2022.




