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New Excise Tax on Stock Repurchases 

The Inflation Reduction Act Will Impose a One Percent Tax on Stock 
Repurchases, With Unique Implications for Banking Organizations 

 

The Inflation Reduction Act of 2022 was passed by the Senate on August 7, 2022 and by the House of 

Representatives on August 12, 2022.  President Biden is expected to sign the Act into law this week.  The 

Act will, among other things, impose a new one percent tax on stock repurchases after December 31, 2022 

by publicly traded U.S. companies.  Stock repurchases will generally be subject to the tax, but regular 

dividends will not be. 

Public companies generally decide whether to provide distributions to shareholders through dividends, 

stock repurchases or both based on a mixture of financial, business and investor considerations.  For 

banking organizations, supervisory policy generally discourages dividends but not repurchases that exceed 

40%-50% of earnings.  This policy reflects a regulatory concern about the reputational impact of a banking 

organization’s reducing the level of its regular dividend, as well as a general view that stock repurchases 

provide firms more flexibility in managing their capital.  Bank regulation and supervision is likely to inform 

whether and how banking organizations revise their capital distribution practices in light of the new excise 

tax. 

* * * 
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ABOUT SULLIVAN & CROMWELL LLP 

Sullivan & Cromwell LLP is a global law firm that advises on major domestic and cross-border M&A, finance, 

corporate and real estate transactions, significant litigation and corporate investigations, and complex 

restructuring, regulatory, tax and estate planning matters.  Founded in 1879, Sullivan & Cromwell LLP has 

more than 875 lawyers on four continents, with four offices in the United States, including its headquarters 

in New York, four offices in Europe, two in Australia and three in Asia. 

CONTACTING SULLIVAN & CROMWELL LLP 

This publication is provided by Sullivan & Cromwell LLP as a service to clients and colleagues.  The 

information contained in this publication should not be construed as legal advice.  Questions regarding the 

matters discussed in this publication may be directed to any of our lawyers or to any other Sullivan & 

Cromwell LLP lawyer with whom you have consulted in the past on similar matters.  If you have not received 

this publication directly from us, you may obtain a copy of any past or future publications by sending an e-

mail to SCPublications@sullcrom.com. 
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