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This past quarter saw markets in July and early August attempt to break out of the downturn and fail. A significant contributor to this was 
a misreading of the Federal Reserve’s comments following the annual Jackson Hole conference. Federal Reserve tea-leaf readers listened 
but did not hear Chairman Powell state that “restoring price stability will likely require maintaining a restrictive policy stance for some time. 
The historical record cautions strongly against prematurely loosening policy.” Translation: The Fed will continue to raise rates for several 
more meetings (at a minimum) and rate cuts will not be happening anytime soon. Markets responded and declined back into bear market 
territory dropping 20% from their most recent highs for the Dow, S&P 500 and NASDAQ. 

THIRD QUARTER 2022 MARKET REVIEW

By Richard A. Hewitt

The hard truth is that markets rebounded significantly from the COVID-19 March/April 2020 lows and this correction should not be viewed 
as out of the ordinary behavior. We have been doing tax loss harvesting in many taxable accounts and taking advantage of the much better 
bond yields now available. For approximately the last decade, bonds have provided ballast and stability to portfolios but not much yield. 
We are now seeing and purchasing investment grade corporate bonds approaching 5% yields and municipals in the upper 3% range. 

Third Quarter 2022 U.S. & International Equity Market Performance

CLICK ON THE ARTICLE YOU WOULD LIKE TO SEE

POLITICAL AND 
ECONOMIC UPDATE  
By Richard A. Hewitt

PLANNING FOR LOVED 
ONES WITH SPECIAL 
NEEDS
By Drew W. Nelson

PRESIDENT’S 
COMMENTARY
By Richard A. Hewitt

CLEAN VEHICLE 
TAX CREDITS & THE 
INFLATION REDUCTION 
ACT OF 2022
By Marc A. Wehmeyer

3775 Via Nona Marie, Suite 220  Carmel, California 93923  P: (831) 622-9600  F: (831) 622-9002  www.praetorianguard.biz

QUARTERLY NEWSLETTER  
4TH QUARTER 2022

Praetorian Guard is a division of Praetorian Wealth Management, Inc. © 2022 Praetorian Wealth Management, Inc. - Page 1



Protecting those we love is often times at the top of our financial to-do list. This becomes even more imperative if we have close family 
members or friends with special needs. Congress recognizes the importance and difficulty in financially protecting these individuals, so 
special provisions were created in the tax code to address them. Navigating these waters has never been easy and the recent passage of 
the SECURE Act in 2019 made the water a bit muddier. There are a couple different avenues to pursue in special needs planning and it’s 
important to ensure you are working with a competent professional as the consequences for missteps can be potentially catastrophic for 
the disabled individual(s).

1. IRA Beneficiaries: With the passage of the SECURE Act, all IRA 
beneficiaries must take Required Minimum Distributions (RMDs) 
and empty the inherited IRA account by December 31st of the 
10th year of inheritance. There are five categories of individuals 
who are exempt from this provision, called Eligible Designated 
Beneficiaries (EDBs). They may continue under the pre-SECURE 
Act rules and stretch RMDs over their lifetime using their life 
expectancy, resulting in significantly lower distributions (meaning 
less of a tax liability). Disabled and chronically ill individuals are 
EDBs and qualify for this special RMD treatment, but with two 
major caveats: the definition of “disabled” and “chronically ill” 
are very restrictive Social Security definitions (and can be hard to 
qualify for). Also, RMDs are considered income to the beneficiary, 
which may push them over income thresholds that determine 
governmental benefits (such as Social Security or Medicaid). This 
may cause the EDB to lose these benefits altogether.

2. Special Needs Trusts (SNTs): A third-party special needs 
trust is designed to avoid the above unwanted scenario but keep 
all the same benefits. It is funded with assets (cash, gifts, life 
insurance) belonging to someone other than the special needs 
individual and can be used for a wide array of expenses: from 
additional care providers coordinated with government benefits or 
various therapies and equipment, to hobbies and trips to enhance 
the individual’s quality of life. The special needs individual is the 
primary beneficiary of the trust and the grantor names a remainder 
beneficiary who inherits any remaining assets after the special 
needs individual passes. This avoids the problem of first-party 
trusts and ABLE accounts (discussed below), where the remaining 
assets are reimbursed to the government agencies who provided 
benefits to the individual throughout their life.
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A SNT can be the beneficiary of a Roth IRA or a permanent life 
insurance policy (as there will be no income tax upon the owner’s 
passing). A permanent policy will be more expensive than a standard 
term policy, but it is more suitable for this situation as the risk of 
outliving the policy is eliminated, ensuring the SNT is funded upon 
death. A Traditional IRA owner can use their RMDs while living (if 
they are not needed for living expenses) to pay the life insurance 
premiums that will ultimately fund the SNT. The various uses of a 
SNT are complex but can solve a lot of problems, at the expense 
of high legal fees associated with establishing trust documents. If 
a SNT sounds like a solution for you, please consult an estate or 
disability law attorney to draft the appropriate language needed to 
address your situation.

3. Achieving a Better Life Experience (ABLE) Account: A less 
expensive alternative to a SNT is the ABLE account, which allows 
people to contribute funds to an account for the benefit of a special 
needs individual without sacrificing their government benefits. 
The annual contribution limit is tied to the donor gift tax exclusion 
amount (which in 2022 is $16,000). ABLE accounts are very similar 
to 529s as they are state-run and the after-tax contributions enjoy 
tax-free growth. According to the Social Security website, to qualify 
for an ABLE account an individual must either meet its definition of 
disability before age 26, be blind, or have a “medically determinable 
impairment meeting statutorily specified criteria.” The beneficiary can 
use the ABLE funds for a variety of expenses: education, housing, 
transportation, healthcare, and assistive technologies to name just 
a few. As mentioned earlier, these benefits come at the expense 
of having to reimburse the government with any excess funds after 
the special needs individual passes for benefits provided during the 
individual’s lifetime. Discuss with your financial planner if an ABLE 
account suits the needs of your situation. 

The bad news: the United States is already in a recession. The good news: we are closer to coming out of it than we were several months 
ago. As Winston Churchill famously stated: “If you are going through Hell, keep going.” The process of working out economic excesses is not 
a fast one and includes an uneven application of financial pain. However, it is necessary to setting the conditions for a return to economic 
growth. Inflationary pressures have not yet had much reaction to the Federal Reserve’s interest rate increases but that will begin to be seen 
in the data by Q1 of 2023. 
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1. The tax credit will now apply to any “clean” vehicle as defined 
by Internal Revenue Code Section 30D. This expands the universe 
of possible qualifying vehicles to include some hydrogen fuel cell 
cars and plug-in hybrids. The tax credit has been extended until 
December 2032.

2. New vehicles purchased after August 16, 2022 (the date the 
Inflation Reduction Act was enacted into law) will generally qualify 
for the credit only if final assembly occurred in North America. 
The Department of Energy (DOE) has created a website at  
https://afdc.energy.gov/laws/electric-vehicles-for-tax-credit where 
you can get additional information on model year 2022 and 
early model year 2023 vehicles. The DOE website also provides 
a Vehicle Identification Number (VIN) lookup tool you can use 
to confirm the build location of a particular vehicle. Additionally, 
The Department of Transportation’s National Highway Traffic 
Safety Administration (NHTSA) provides a VIN Decoder website at  
https://www.nhtsa.gov/vin-decoder which provides more details 
about a particular VIN, including the build location.

3. There are now tax credits for both new and used EVs. The tax 
credit for new EVs is up to $7,500 and may be used for one vehicle 
per year. The tax credit for used EVs (beginning on January 1, 2023) 
will be up to $4,000 or 30% of the price of the EV, whichever is 
less. The used EV credit may be used only for the first vehicle 
transfer. Subsequent owners will not be eligible for the used EV 
credit. Taxpayers may only claim the used vehicle credit once every 
three years.

4. The revised tax credit for new EVs will only be available for cars 
with a Manufacturer’s Suggested Retail Price (MSRP) of $55,000 
or less. New vans, sport utility vehicles and pickup trucks have a 
higher MSRP limitation of $80,000. Used EVs must be at least two 
model years older than the year of purchase, and they must be 
bought from a dealer for no more than $25,000. Also, manufacturer 
production caps have been removed which means that “qualifying” 
vehicles from Tesla, General Motors, and Chevrolet will become 
eligible once again starting in 2023.

Are you thinking about buying a new or used electric vehicle (EV)? If the answer is yes, we recommend you review the changes to the 
federal EV tax credit contained in the new Inflation Reduction Act of 2022 before you sign a sales contract. Here are some of the most 
significant changes:

CLEAN VEHICLE TAX CREDITS &  
THE INFLATION REDUCTION ACT OF 2022

By Marc A. Wehmeyer

5. There are also new income limits on who will qualify for the 
new EV and used EV tax credits. Single taxpayers with a Modified 
Adjusted Gross Income (MAGI) of more than $150,000 (for either 
the current taxable year or the prior taxable year) will not qualify for 
the new vehicle credit. Married couples filing a joint return will not 
qualify if their MAGI is more than $300,000. Heads of household 
will not qualify if their MAGI is more than $225,000. The used 
vehicle credit income limits are $75,000 for singles, $150,000 for 
married filing jointly, and $112,500 for heads of household.

6. Starting in 2023, eligibility for the full $7,500 new vehicle credit 
will be linked to new Critical Minerals and Battery Components 
standards – worth up to $3,750 each. The percentage of critical 
minerals used in EV batteries from North American sources (or from 
countries that have a free trade agreement with the United States) 
must be at least 40% starting in 2023, increasing by 10% each 
year, up to 80% by 2027. The percentage of battery components 
sourced in North America must be at least 50% beginning in 2023, 
60% in 2024 and 2025, then increasing by 10% each year, up to 
100% by 2029.  

7. Starting in 2024, you should have the option to take the tax 
credit at the point of sale to reduce the purchase price. This will be 
done by transferring the eligible credit to the dealer. Currently the 
only way to take the credit is when you file your federal tax return.

There may be other state, local, or utility incentives you may be 
eligible to receive if you buy a qualifying electric vehicle. Such 
incentives exceed the scope of this article. If you happened to 
sign a written binding contract to buy a qualifying electric vehicle 
before August 16, 2022, the changes to the tax credit made by the 
Inflation Reduction Act will not affect you. You will be able to use 
the rules that were in place before August 16, 2022.

Given all the changes surrounding the clean vehicle credit, we 
recommend you take time to ask questions about the credit prior 
to signing a binding sales contract. The answers may help you make 
a more informed purchasing decision. 
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The midterm elections are already underway with ongoing absentee 
and mail-in voting. My crystal ball and review of historical mid-
terms call for the prediction that the Republicans take control of 
the House of Representatives by a comfortable margin but not 
on the scale of 2010 or 2018. Republicans only need a five seat 
pickup and the post-World War II average is a 26 seat loss for the 
incumbent President’s party. For the Senate, the average pickup is 
four seats. Anything remotely close to this outcome leads us back 
to divided government and a two-year period of forced compromise 
leading up to 2024.

If correct, we expect to see the beginnings of a generational handover 
in the U.S. Senate as octogenarians on both sides (Feinstein, 
Grassley, Shelby, Inhofe, Sanders, and McConnell) seriously 
contemplate retiring. Senator Leahy has already announced he is 
retiring. In the House, there are significantly more 80-year-olds 
on the Democratic side and a return to minority status will be the 
catalyst for their retirements.

What we can expect legislatively under divided government is very 
little of substance. This may actually support the Federal Reserve’s 
work to bring price stability back to the economy by not changing 
the tax code or attempting relatively large new programs. It will 
be all the two parties can do to get the government funded and 
keep the lights on. You can expect that the 2017 Tax Cut and Jobs 
Act will live out its time until many provisions expire — including 
personal income tax rates increasing for most brackets, estate tax 
exemption equivalent being cut in half and the SALT (State and 
Local Tax) $10,000 limit will likely sunset. 

POLITICAL AND ECONOMIC UPDATE 

By Richard A. Hewitt

" REPUBLICANS ONLY NEED A FIVE SEAT PICKUP AND 
THE POST-WORLD WAR II AVERAGE IS A 26 SEAT LOSS 
FOR THE INCUMBENT PRESIDENT’S PARTY. FOR THE 
SENATE, THE AVERAGE PICKUP IS FOUR SEATS."

DAYS OR DECADES 

© Behavior Gap

“ It’s hard to contemplate American 
public life in the 21st century and not 
arrive at the unhappy conclusion that 
we are led by idiots.”

 —Barton Swaim, WSJ Aug 20, 2022   
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