BREAKING NEWS:

INFLATION REDUCTION ACT

EXPANDS PAYROLL TAX CREDIT
BENEFITS FOR SMALL BUSINESSES

Author: Kevin Zolriasatain

The Inflation Reduction Act,
soon to be signed into law by
President Biden provides huge
opportunities for the real estate
industry as well as for architects
and engineers.

However, the expansion of “green” tax incentives 45L and 179D

is not the only tax benefits getting a boost. The newly formed law
will also improve upon the R&D Tax Credit. This change will have a
large and significant impact on small businesses.

HOW CAN SMALL BUSINESSES BENEFIT FROM
THE INFLATION REDUCTION ACT?
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With the passage of the Inflation Reduction Act,
the maximum R&D Tax Credit that can be applied
against payroll taxes has been doubled for tax
years beginning after December 31, 2022. Eligible
small businesses can now reduce payroll taxes by
up to $500,000 annually up from the prior limit of
$250,000. Additionally, the credit can now apply to
the Medicare portion of taxes (previously, it only
applied to the Social Security portion of payroll
tax). Taxpayers that have more credit than liability
can carry forward unused amounts.

WHO QUALIFIES?

Eligible small businesses are defined as having less
than $5 million in revenue AND revenue for less
than five years, In addition to the Payroll Tax Credit
offset, the Inflation Reduction Act will also create
manufacturing jobs and provide protections for
small businesses.
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