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Inflation Reduction Act

The words fast and effective are words seldom used to describe the United States Congress.
However, with the flurry of activity surrounding the Inflation Reduction Act the political world was
stunned by how a deal to carve out the environmental piece of the Build Back Better plan appears, at the
time of this writing, finally accomplished.

The environmental spending encompasses the bulk of the legislation. The plan provides billions
of dollars in tax incentives toward wind, solar and battery development. Individual homeowners could
also qualify for tax credits if they buy energy efficient windows, heat pumps and some ENERGY STAR
compliant devices. The electric vehicle tax credit would be extended at the same $7,500 level for new
cars that cost below $55,000. For trucks and SUVs, the price tag limit to receive the tax credits would
end in the $80,000 range, at the time of this writing. For the first time, a $4,000 credit will be available
for purchasers of used electric vehicles. The former cap on 200,000 tax credits per car manufacturer will
no longer apply, so Tesla purchasers will once again be able to get the tax credit.

To get sufficient political support, incentives for oil, gas, coal and nuclear power were also in-
cluded in the bill, although to a much smaller extent. Money for carbon capture is aimed at the coal in-
dustry, while gas and nuclear incentives are viewed as helping a “bridge fuel.” By political agreement to
be fulfilled in a separate energy-infrastructure bill, The federal government would also be required to
issue permits to a larger quantity of public lands for oil and gas exploration, with some favorable treat-
ment for pipelines such as the Mountain Valley Pipeline that runs through West Virginia.

The bill would also cap Medicare drug costs at $2,000 per year per recipient starting in 2025. It
would allow Medicare to negotiate on the price of 10 drugs rising to 20 drugs in 2026. It should be not-
ed that the majority of these drugs will be falling off patent and will face generic competition anyway.
When enacted, the legislation would also extend the Obamacare tax credits through 2025.

To fund this bill, a new 15% minimum corporate tax rate would apply to corporations with over
$1 billion in annual profits, although the hedge fund industry successfully included provisions to shield
it from higher taxes. A new 1% surtax on corporate share repurchases was also included, which in time
will likely retard the return of shareholder returns via this method. $80 billion will be spent on increas-
ing IRS enforcement of the tax code by hiring an army of auditors and new technology purchases. En-
forcement is expected to raise $204 billion over the next 10 years. A provision from the opposition par-
ty to limit this new legion of tax enforcers to work only on returns with incomes above $400,000 did not
pass, so be prepared for an IRS that has not wielded this much enforcement power since before 1995.
IRS abuses in the early 1990s and 2009-2010 periods led to Congress cutting the enforcement budget,
now that appears to be reversed.

The bill will in theory generate $300 billion more than it spends, which will go for deficit re-
duction over the life of the bill or about 2% of the current national debt. Considering the 2023 Federal
budget is expected to generate an approximate $900 billion deficit, an argument can be made that no real
deficit reduction will occur as the nation will consume thrice as much in terms of deficit spending next
year.

As for the inflation reduction portion, according to economic studies, the legislation is expected
to affect inflation via a range of decreasing the rate by 0.1% to increasing the rate of inflation by 0.1%.
Perhaps Congress can work on an “Honesty in Bill Naming” law next.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future perfor-
mance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Valicenti Advisory Services, Inc.
[“VASI]), or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s),
be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be re-
flective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, personal-
ized investment advice from VASI. VASI is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or accounting advice.
A copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at www.valicenti.com. Please Remember: If
you are a VASI client, please contact VASI, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our
previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. Unless, and until, you notify us, in
writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at least quarterly) from
the account custodian. Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and generally
do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of
decreasing historical performance results. It should not be assumed that your VASI account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) perfor-
mance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your VASI accounts; and, (3) a description of each comparative benchmark/
index is available upon request. Please Note: Limitations: Neither rankings and/or recognitions by unaffiliated rating services, publications, media, or other organizations, nor the achievement of
any professional designation, certification, degree, or license, membership in any professional organization, or any amount of prior experience or success, should be construed by a client or pro-
spective client as a guarantee that he/she will experience a certain level of results if VASI is engaged, or continues to be engaged, to provide investment advisory services. Rankings published by
magazines, and others, generally base their selections exclusively on information prepared and/or submitted by the recognized adviser. Rankings are generally limited to participating advisers (see
link as to participation criteria/methodology, to the extent applicable). Unless expressly indicated to the contrary, VASI did not pay a fee to be included on any such ranking. No ranking or recog-
nition should be construed as a current or past endorsement of VASI by any of its clients. ANY QUESTIONS: VASI’s Chief Compliance Officer remains available to address any questions
regarding rankings and/or recognitions, including the criteria used for any reflected ranking.



