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As tax season approaches, we encourage business owners to revisit the CARES Act and use the reinstatement of former
Net Operating Loss (NOL) rules to their benefit. Tax laws are constantly evolving, and it’s important to stay up-to-date on
recent legislative changes. Your company could be in line for a refund if you amend previous tax returns.

Carryback Amendment

Carry back rules were one of the main benefits of NOLs until they were disallowed through the Tax Cuts and Jobs Act of
2018. Fortunately, the CARES Act reversed these changes to allow companies to carry back NOLs in 2018, 2019, and 2020
for five years to offset losses incurred in prior years. If applicable, your company can carry back NOLs to 2013. While
carryback NOLs are generally preferred for their immediate tax relief, carryforward NOLs can be more advantageous in
some circumstances.

Carryforward and Suspension of Income Limit

NOLs may be carried forward indefinitely until the loss is fully recovered, but they are limited to 80% of taxable income in
a tax period. However, the CARES Act suspended the 80% limit for 2020, as well as the threshold for noncorporate
taxpayers.

Roth IRA Conversion

Unrelated to the CARES Act, but not to be ignored, Roth IRA conversions are a great way to use company losses. These are
generally used by small business owners or farmers, particularly those who are struggling to carry over losses. Small
business owners with IRAs can use their NOL carryforward by converting the funds to a nontaxable account with no tax
owed. It's important to note the carried over NOL disappears when the taxpayer dies. If the NOL is sizeable enough that
standard income or Required Minimum Distributions won’t use the entire NOL, this can create tax-free income for the
taxpayer.

Due to the complexity of tax laws, we encourage you to consult your tax advisor if NOLs seem applicable to you.
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this communication is intended or should be construed as any advice, recommendation or endorsement from us as to any legal,
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