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President Signs Inflation 

Reduction Act (IRA)  

The Inflation Reduction Act (IRA) of 2022 officially 

became law on August 16, 2022 when the President 

signed the bill (H.R. 5376). The act contains 

significant tax savings including, but not limited to: 

• Providing significant incentives for 

individuals and businesses to become more 

energy efficient by extending, increasing, and 

expanding credits generally applicable for 

post-2022 purchases for:  

• Purchasing clean fuel vehicles assembled in 

North America (both new and used) EV 

buyers cannot receive the credit if they have 

taxable income above $150,000, or $300,000 

for joint filers. The legislation also includes 

vehicle price restrictions to qualify for the 

credit, penalizing more expensive EV makers 

with a cap of $55,000 for sedans, hatchbacks, 

and wagons, and $80,000 for trucks, SUVs, 

and vans. 

• Making their homes more energy efficient 

(rebates are also available for qualified 

expenses incurred by qualified individuals 

and entities) 

• Making commercial buildings and residences 

more energy efficient; 

• Building/manufacturing more energy 

efficient homes; and Producing clean energy 

and fuels 

• Doubling the amount of the Research Credit 

that can be applied against payroll taxes for 

qualified small businesses for post-2022 tax 

years; 

• Extending the current Premium Tax Credit 

amounts available to taxpayers who purchase 

health insurance on state health care 

exchanges for an additional three years; and 

• Limiting and capping various costs Medicare 

recipients will have to pay for prescription 

drugs and certain premiums and co-pays, as 

well as providing free vaccines. 

Here is more good news: if you’re a small business 

owner or real estate investor, the IRA probably 

doesn’t raise your taxes. The major revenue raisers in 

this bill are: 

 

• A new book minimum tax for large ($1 

billion+ average book income) C corporations 

• A new excise tax on stock buybacks (only 

applies to publicly-traded corporations) 

• Extension of excess business loss limitation 

rules from 2026 to 2028 

• Increased money for IRS enforcement.  

• $45 billion for tax enforcement activities such 

as hiring more enforcement agents, providing 

legal support, and investing in “investigative 

technology.” The funds could also be used to 

monitor and enforce taxes on digital assets 

such as cryptocurrency.  

• The IRS would get $25.3 billion for 

operations support under the IRA. This 

funding would cover routine costs such as 

rent, facilities, printing, postage, and security, 

www.LiebCody.com 

 
 

Monthly Update 

August 2022 
 

 

http://www.liebcody.com/
http://www.liebcody.com/
http://www.liebcody.com/
http://www.liebcody.com/


 

25550 Hawthorne Blvd Ste 100 Torrance CA 90505 

www.LiebCody.com 

310 378-1248 
 

 

as well as telecom and information 

technology. 

• The IRS would also receive $4.8 billion for 

its Business Systems Modernization.  

• The IRS would receive $3.2 billion for 

taxpayer services such as filing and account 

services, prefiling, assistance, and education.  

 

Tax increases not in the bill 

Back in the autumn of 2021, Congress had proposed 

significant changes to the federal income tax code. 

None of them are in this bill.  

 

It turns out reports of the S corporation’s death were 

greatly exaggerated; the Inflation Reduction Act 

contains no changes to the net investment income tax, 

or NIIT. It also contains no changes to the basis step-

up rules for inherited assets, no change to the unified 

gift/estate tax credit, and no changes to IRA 

contribution or distribution rules.  

 

Keep an eye out for more planning ideas regarding 

the new tax law as we will be getting additional 

guidance from the IRS in the next few months.  
 

Claim Your 2020 and 2021 

ERC Now (Yes, in 2022) 

 

During much of 2020 and 2021, you may have 

qualified for the Employee Retention Credit (ERC). 

Lawmakers created this tax credit in response to the 

COVID-19 pandemic. 

 

With the ERC, you found (or could find) tax credits 

of up to $26,000 per employee. That’s a lot. With 10 

employees, that’s $260,000. 

 

Key point 1. If you have not claimed the ERC, you 

can amend your 2020 and 2021 payroll tax returns for 

the credit. (Amending the payroll is not difficult—so 

no sweat on that score.) 

 

Key point 2. Aggressive so-called tax representation 

firms are combing the earth for prospective clients 

and offering to split the profits from an ERC tax-

refund bonanza. But are the tactics and tax positions 

they take legitimate and advisable? These ERC 

sweatshop refund mills are pushing things too far and 

the.IRS is cranking up and prosecuting bad players 

for criminal fraud. We recommend you only pursue 

these credits by using a reputable firm. Any firm 

charging more than 5% of any credit is a firm I would 

stay away from. To create additional time to catch the 

abusers, the IRS has extended the statute of 

limitations to 10 years for civil and criminal 

prosecution of COVID-relief-fund fraud so it could 

be something that comes back during an audit within 

10 years.  

 

Key point 3. You can not use the same wages used 

for PPP forgiveness in order to qualify for the ERC.  

Three Ways to Qualify 
 

1. Decline in gross receipts (on a quarterly basis, 

by more than 50 percent in 2020 compared 

with 2019, and by more than 20 percent in 

2021 compared with 2019) 

 

2. A COVID-19 government order that caused a 

full or partial shutdown (think physical space) 

 

3. A COVID-19 government order that caused 

more than a nominal effect (think 

modification of activity) 

Two Types of ERC Qualifications: 

Receipts and Government Orders 
 

First, if you can qualify for the ERC under the gross 

receipts test, go that route. It’s easy to prove. And 

you get the ERC for the full quarter.  

 

With the shutdown or modification because of a 

government order, you get the ERC only for the days 

that you suffered a full or partial suspension or 

suffered more than a nominal effect on your business. 
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For example, if you suffered for 27 days, you can 

qualify for the credit for those 27 days. 

 

If you can’t qualify under the 50 percent or 20 percent 

decline in gross receipts test, your only alternative 

is the government order. 

 

What Government Order Creates the ERC 

for You? 
 

If you can establish that your business was fully or 

partially suspended because of a COVID-19 federal, 

state, or local government order, you are eligible on a 

day-by-day basis for the ERC during those periods of 

full or partial suspension. Given the possibility of tax 

credits equal to $5,000 per employee in 2020 and 

$21,000 per employee in 2021, this is worth pursuing. 

 

Remember 2020 and 2021. It’s hard to think that 

your business did not suffer due to a federal, state, or 

local government order during this COVID-19 

pandemic. Even if you are an essential business, you 

likely suffered to some degree. 

 

Here’s a short list of how a government order could 

have caused your full or partial shutdown: 

 

● You had to limit your hours of operation. 

● You had to temporarily shut down operations. 

● You had to close your workplace to some or 

all of your employees. 

● Your employees were subject to a curfew and 

could not work during normal work hours. 

● Your business had to shut for periodic 

cleaning and disinfecting. 

● The government order caused a supply chain 

disruption that caused you to cut back 

operations. 

 

Full or Partial Shutdown Safe Harbor 
 

You likely have no trouble identifying the full 

shutdown caused by a federal, state, or local 

government order. One thing to remember, as we 

mentioned before: when you qualify for the ERC 

under the full or partial shutdown, you earn the 

ERC only for the shutdown period. 

 

To determine if your business suffered a partial 

suspension of operations from a government order, 

you need to have had more than a nominal portion of 

your business suspended. The question follows: 

“What is a nominal portion?” Say thanks to the IRS. 

Rather than rely on facts and circumstances, you can 

rely on the IRS safe-harbor 10 percent definition of 

nominal portion.  

 

It works like this. The effect of the government order 

is deemed to constitute more than a nominal portion 

of your business operations if either 

 

1. the gross receipts from that portion of the 

business operations are not less than 10 

percent of the total gross receipts (both 

determined using the gross receipts for the 

same calendar quarter in 2019), or  

 

2. the hours of service performed by employees 

in that portion of the business are not less than 

10 percent of the total number of hours of 

service performed by all employees in the 

employer’s business (both determined using 

the number of hours of service performed by 

employees in the same calendar quarter in 

2019). 

 

Example. A 2020 government order requires Sam to 

shut down his bar and restaurant to sit-down service. 

Sam looks at his 2019 quarterly results and finds that 

his sit-down service was 73 percent of his gross 

receipts for that quarter. During the 61 days that Sam 

was shut down by this government order, he qualifies 

for the ERC. 

 

The full or partial shutdown is about a physical space 

change. You can also qualify for the ERC if the 

government order caused a modification to your 

business.  
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Nominal-Effect Safe Harbor for a 

Modification to Your Business 
 

Unlike the partial shutdown, where you can identify 

affected operations by physical space, the nominal-

effect safe harbor comes into play when there’s a 

modification required by a federal, state, or local 

COVID-19 governmental order that has more than a 

nominal effect on your business operations. For 

example: 

 

● The government order limited your use of the 

physical space (e.g., keeping people and 

tables six feet apart). 

 

● The government order limited the size of 

gatherings, which affected your business 

(e.g., no more than 10 people in the store). 

 

Here, you are faced with a facts-and-circumstances 

situation.  

 

But again, you can thank the IRS for another safe 

harbor. The IRS deems that the federal, state, or local 

COVID-19 government order had a more-than-

nominal effect on your business if it reduced your 

ability to provide goods or services in the normal 

course of your business by not less than 10 percent. 

 

Example. Linda’s restaurant had to reduce its dining 

capacity from 100 to 60 patrons because of a 

government order. For this period, Linda qualifies for 

the ERC because she suffered more than a 10 percent 

reduction in the restaurant’s ability to service 

customers. 

 

If you already filed your 2021 business and personal 

tax return for 2021 and claim the ERC you will need 

to amend those returns so the cost of amending any 

returns needs to be factored into the net cash benefit.  

 

To estimate the net cash benefit of business getting a 

$25,000 ERC is summarized below.  

 

 

 

Earn 9.62 Percent Tax-Deferred 

with Series I Bonds 
 

Through October 2022, you can buy Series I bonds 

that pay 9.62 percent interest. And you receive that 

rate for six months from the time of purchase. 

 

What happens after that? On November 1, 2022, the 

U.S. Treasury Department sets a new six-month rate 

equal to the fixed rate (currently zero) plus the 

Consumer Price Index inflation rate.  

 

The interest you earn for the first six months gets 

added to the principal, and you earn interest on that 

interest during the next six months (think compound 

interest). 

 

Sounds too good to be true. There’s a trick, right? Not 

really, but the government keeps your money, both 

your principal and your interest, for at least one year.  
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Mechanics 
 

It works like this: You are buying a 30-year bond. The 

interest rate changes every six months. You can cash 

out anytime after one year, but if you cash out before 

five years, you have to forfeit three months of interest 

(no big deal). 

 

You don’t pay taxes on the interest until you cash out. 

You get the compounding effect tax-free. It’s like a 

Roth IRA without age limits and penalties. 

 

Key point. You can’t lose the money you invest or 

the interest you earn, other than the three months’ 

interest, if you cash out before five years. 

 

When you do cash out, you pay federal income taxes 

on the interest, but you don’t pay state, county, or city 

income taxes. 

 

It is possible (albeit unlikely for many of you) to 

avoid taxes on the interest altogether if you use the 

monies for qualified higher education expenses. 

Okay, So What’s the Downside? 
 

You can’t buy more than $10,000 per year, although 

if you buy from TreasuryDirect and also utilize your 

tax refund, you can acquire $15,000 of bonds per 

year. The I bond purchase limit on a tax return is 

$5,000—regardless of joint or single filing. 

 

If you’re married, your spouse can buy $10,000, so 

now you’re up to $25,000 per year. 

 

Now, let’s add in your corporation or corporations. 

Such entities can purchase up to $10,000 of such 

bonds per calendar year. 

 

Example. Jack, his spouse, and his two corporations 

are hot for the 9.62 percent of tax-deferred interest. 

He has not yet filed his 2022 tax return, which shows 

a tax refund. With Jack, his spouse, and his two 

corporations, Jack can buy $45,000 of I bonds in 

calendar year 2022. 

 

He can do the same during calendar year 2023. The 

major downside to the bonds is that you cannot buy 

more than the annual limits above. There’s no overall 

limit, just the annual limits. 

 

Inflation and Deflation 
 

The Series I bond is based on inflation. So if inflation 

drops to zero, cash out that bond. Meanwhile, ride 

this inflation wave. And remember, your Series I 

bond cannot go down in value. If your $10,000 I bond 

earned $985 in interest, the new principal balance is 

$10,985 and that principal balance never goes down. 

Deflation can’t hurt it. 

 

 

Investing in Treasury Inflation-

Protected Securities (TIPS) 

 
The Fed is finally taking aggressive action to fight 

inflation, but will it work? Where’s the stock market 

headed? Who knows?  

 

Real estate might be a good inflation hedge, but it’s a 

non-liquid asset and no sure thing. Clearly, this is not 

a great environment for investors or retirement 

savers.  

If you are thinking of investing conservatively but in 

a way that also offers some inflation protection, 

here’s an option to consider.  

Treasury Inflation-Protected Securities 
 

U.S. Treasury Inflation-Protected Securities (TIPS) 

are a special variety of Treasury bonds that are 

adjusted for inflation. 

 

Specifically, in times of inflation, TIPS principal 

balances are adjusted upward twice a year, based on 

changes in the Consumer Price Index. In contrast, 

significant inflation can punish the conservative 

investment strategy.  

 

Okay, sounds interesting. How do TIPS work? 
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TIPS Basics 
 

TIPS are sold at original issuance with terms to 

maturity of five, 10, and 30 years. They pay cash 

interest twice a year at a fixed rate that’s set at 

issuance.  

 

Also, as we mentioned above, during times of 

inflation, TIPS principal balances are adjusted 

upward twice a year.  

 

You receive the following if you hold a TIPS bond:  

  

1. Cash interest payments twice a year at the 

stated fixed rate. Each semiannual payment 

equals half the stated rate times the inflation-

adjusted principal balance at the time of the 

payment. So, cash interest payments go up 

with inflation because they are based on the 

increasing inflation-adjusted principal 

balance. 

 

2. At the date of maturity, you receive the 

inflation-adjusted principal balance. 

Example  
 

On July 15, 2022, you invest $200,000 in an original-

issue, five-year TIPS bond with a face value of 

$200,000 that pays a fixed annual interest rate of 0.5 

percent. If inflation over the next six months is 7 

percent, the inflation-adjusted principal balance is 

increased by $7,000 to $207,000 ($200,000 x (7 

percent ÷ 2)), and you will receive a $518 interest 

payment in cash for that six-month period ($207,000 

x 0.5 percent x 0.5 = $518).  

 

If the inflation rate for the following six months is 6 

percent, the inflation-adjusted principal balance is 

increased to $213,210 ($207,000 x 1.03), and you 

will receive a $533 cash interest payment for that six-

month period ($213,210 x 0.5 percent x 0.5).  

 

If inflation then runs at exactly 4 percent for every 

six-month period for the following four years, your 

interest payments will increase based on the inflation-

adjusted principal balance for each six-month period. 

You will receive $249,809 at maturity on July 15, 

2027 ($213,210 x 1.02 to the eighth power = 

$249,809). 

 

The Deflation Scenario 
 

While deflation might seem highly unlikely at the 

moment, nothing is certain these days. Right?  

 

During periods of deflation, TIPS principal balances 

are adjusted downward twice a year. The twice-

yearly interest payments are also adjusted 

downward—because they are based on a declining 

adjusted principal balance. The stated fixed interest 

rate itself doesn’t change.  

 

But even in the worst-case scenario of significant 

deflation during your ownership period, the results of 

owning a TIPS bond won’t be catastrophically bad, 

as long as you hold the bond to maturity. That’s 

because you’re guaranteed to receive at least the face 

value of the bond at maturity, even if the adjusted 

principal balance has fallen below that number. If the 

inflation-adjusted principal balance exceeds the face 

value, you’ll receive the larger inflation-adjusted 

number.  

Best Way to Invest in TIPS 
 

You can purchase TIPS upon original issue directly 

from the government, through the online 

TreasuryDirect program. If you invest this way, your 

principal is never at risk. 

 

The TreasuryDirect option is available only for TIPS 

purchased for taxable accounts. You cannot use a tax-

favored retirement account, such as an IRA, to buy 

TIPS upon original issue via TreasuryDirect. 

 

If you buy a newly issued TIPS bond via 

TreasuryDirect, you’ll receive at least the face value 
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of the bond if you hold it to maturity, even if there’s 

significant deflation. In other words, if you buy 

$100,000 of bonds via TreasuryDirect and hold them 

to maturity, then you receive no less than $100,000. 

Your principal is never at risk. 

 

TIPS Tax Considerations 
 

Cash interest payments from TIPS and non-cash 

increases in the principal of TIPS are subject to 

federal tax at ordinary income rates, but exempt from 

state and local income taxes. 

 

TreasuryDirect reports the TIPS amounts subject to 

the federal income tax on two information forms: 

 

● Form 1099-INT shows the sum of the 

semiannual cash interest payments made to 

you in a given year. 

 

● Form 1099-OID shows the amount by which 

your TIPS principal amount increased or 

decreased due to inflation. 

 

Upcoming due dates 
 

Sept 15 

 

• 3rd Qtr Federal and State Estimated income 

tax payments are due.  

• Partnerships and S Corporations with a 

December 31st year end and that are on 

extension are due.  

 

       

 

  

Many Americans celebrate Labor Day with parades, 

picnics and parties – festivities very similar to those 

outlined by the first proposal for a holiday, which 

suggested that the day should be observed with – a 

street parade to exhibit "the strength and esprit de 

corps of the trade and labor organizations" of the 

community, followed by a festival for the recreation 

and amusement of the workers and their families. 

This became the pattern for the celebrations of Labor 

Day. 

Speeches by prominent men and women were 

introduced later, as more emphasis was placed upon 

the economic and civic significance of the holiday. 

Still later, by a resolution of the American Federation 

of Labor convention of 1909, the Sunday preceding 

Labor Day was adopted as Labor Sunday and 

dedicated to the spiritual and educational aspects of 

the labor movement. 

American labor has raised the nation’s standard of 

living and contributed to the greatest production the 

world has ever known and the labor movement has 

brought us closer to the realization of our traditional 

ideals of economic and political democracy. It is 

appropriate, therefore, that the nation pays tribute on 

Labor Day to the creator of so much of the nation's 

strength, freedom, and leadership – the American 

worker. 

Have a great Labor Day weekend!! 

http://www.liebcody.com/
https://www.treasurydirect.gov/indiv/products/prod_tips_glance.htm
https://www.treasurydirect.gov/indiv/products/prod_tips_glance.htm

