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Which	of	the	following	statements	is	true	for	a	c	corporation	incurring	a	net	operating	loss

With	many	companies	that	experience	loss	due	to	Covid-19,	now	it	is	a	good	time	to	review	the	operating	loans	(NOL)	rules	of	ACT	ACT.	Tax	cuts	and	employment	law	(TCJA)	changed	the	rules	to	deduct	net	operating	lords	in	2017.	Before	2017,	UNUs	were	completely	deductible	and	two	years	could	be	carried	out	and	20	años	In	2017,	TCJA	changed
the	NOL	rules	by:	limiting	the	not	80%	of	income	deductions	subject	to	taxes,	which	rejects	NOL's	travelers	and	20-year	limit	elevation	in	the	NOL	trayos.	In	2020,	the	concerns	act	temporarily,	and	retroactively,	the	NOL	rules	changed	again.	What	is	a	NOL?	A	NOL	is	the	excess	of	the	tax	deductions	of	a	company	for	the	fiscal	year	on	its	income
subject	to	taxes	for	that	year.	Example.	For	fiscal	year	1,	A	has	$	100,000	gross	income	and	$	125,000	of	tax	deductions.	A	has	a	NOL	of	$	25,000	for	the	fiscal	year	1.	What	do	the	deductions	of	NOL	import?	Not	all	companies	have	consistent	income.	Some	companies	experience	the	volatility	of	income	from	year,	while	the	income	from	other
businesses	are	consistent	during	the	year.	NOL	deductions	allow	companies	to	soften	any	volatility	of	income	year.	Without	the	deduction	businesses	of	NOL	with	volunteel	incomes,	seriously	be	made	in	time	in	time	in	the	same	income	as	businesses	that	have	a	consistent	income.	Example.	Business	A	has	a	NOL	of	$	50,000	in	the	year	1	($	0	income
subject	to	taxes)	and	$	100,000	taxable	revenues	in	the	year	2.	Does	not	pay	taxes	in	the	year	1	and	the	tax	of	$	21,000	in	Year	2	(assuming	a	corporate	tax	rate	of	21%).	Then,	during	two	years,	A	has	a	fiscal	responsibility	of	$	21,000	over	$	50,000	income.	Business	B	has	an	income	of	$	25,000	in	the	year	1	and	in	the	year	2	for	a	total	of	$	income.
Business	B	pays	$5,250	in	taxes	every	year	for	a	total	fiscal	liability	of	$10,500	at	$50,000	in	revenue.	In	this	scenario,	a	double	tax	pay	that	B	($	21,000	"$	10,500	=	$10,500).	However,	if	one	can	deduct	the	year	1	NOL	in	the	year	2,	using	the	year	1	NOL	of	$50,000	to	compensate	for	the	$50,000	of	its	income	of	$10,500	in	$	50,000	alone,	then	A	has
a	fiscal	responsibility	of	$10,500	in	$	50,000	incomeB.	Can	NOLs	be	transported	in	2018,	2019	and	2020?	Under	the	rules	of	TCJA,	companies	could	not	carry	out	NOLs.	Under	the	CARES	Act,	a	NOL	of	one	fiscal	year	beginning	in	2018,	2019	or	2020	can	take	five	years	ago.	Taxpayers	don't	have	to	load	their	NOL	2018,	2019	and	2020.	They	can	opt	to
give	up	the	return	period	and	only	bring	these	NOL	to	future	years.	Under	the	CARES	Act,	taxpayers	returning	their	NOL	must	use	the	entire	five-year	return	period.	For	example,	taxpayers	cannot	choose	to	use	a	two-year	return	period	instead	of	the	five-year	return	period	for	their	NOL	2018,	2019	and	2020.	As	it	is	right	now,	this	five-year	return
arrangement	disappears	during	the	fiscal	years	beginning	in	2021.	Is	NOL	limitation	applied	to	80%	of	NOL	revenue	generated	in	2018,	2019	and	2020?	The	NOL	generated	in	2018,	2019	and	2020	remain	subject	to	the	80	per	cent	revenue	limitation	of	TCJA	if	they	take	place	in	a	year	in	which	the	limitation	is	applied	(usually	fiscal	years	from	2020).
However,	the	NOL	generated	in	2018,	2019	and	2020	are	not	subject	to	the	limitation	of	80%	of	income	if	they	are	exhausted	during	the	return	period	of	five	years	or	during	2018,	2019	or	2020.	The	NOLs	dragged	from	years	prior	to	the	TCJA	are	not	subject	to	limitation.	Can	all	taxpayers	take	advantage	of	the	CARES	NOL	Act?	Generally,	C
companies,	individuals,	property	and	trusts,	and	non-related	tax	exempt	organizations	can	take	advantage	of	the	return	of	the	CARES	NOL	Act.	S	associations	and	companies	can	take	advantage	of	the	return	of	the	CARES	NOL	Law,	but	there	are	different	rules	for	the	passing	entities.	On	the	other	hand,	real	estate	investment	trusts	(REITs)	cannot
carry	a	NOL	to	any	previous	fiscal	year.	Plus,NOL	generated	in	a	fiscal	year	during	which	the	taxpayer	was	not	a	REIT	(non-REIT	year)	cannot	be	carried	back	to	a	year	in	which	the	taxpayer	was	a	REIT.	CARES	Act	CARES	an	exception	to	this	rule.	The	exception	allows	certain	taxpayers	with	unencumbered	foreign	income	from	certain	companies	to
exclude	from	their	period	of	dragging	tax	years	with	revenue	from	the	Sec	Code.	965.	Should	NOL	be	dragged	into	the	first	year	of	the	five-year	drag	period?	Under	the	CARES	Act,	a	taxpayer	must	recover	a	NOL	generated	in	2018,	2019	or	2020	until	the	first	year	of	the	five-year	drag	period.	If	the	taxable	income	of	the	first	year	cannot	absorb	the
entire	or	part	of	the	NOL,	then	the	taxpayer	transfers	any	remaining	NOL	to	the	next	year	of	drag	with	the	taxable	income	(and	so	on)	until	the	NOL	is	exhausted.	Under	the	CARES	Act,	can	the	NOL	proceed	indefinitely?	Yes,	sir	Under	the	CARES	Act,	companies	can	proceed	indefinitely	with	NOLs.	Indefinite	NOLs	are	NOL	generated	in	a	fiscal	year
beginning	after	2017.	This	indefinite	drag	period	includes	the	2018,	2019	and	2020	NOLs	that	remain	after	being	transferred	to	fiscal	exercises	in	the	five-year	drag	period.	Should	taxpayers	take	a	NOL	back?	A	taxpayer	must	return	a	NOL	using	the	CARES	Act	rules	depends	on	the	taxpayer's	situation.	Generally,	using	the	five-year	drag	will	be
better	for	C	corporations,	as	they	can	drag	NOLs	post-TCJA	to	offset	high	tax	revenues.	The	income	prior	to	TCJA	was	taxed	at	higher	rates	(TCJA	reduced	the	highest	tax	rate	for	C	societies	from	35	per	cent	to	21	per	cent).	In	addition,	a	drag	can	generate	a	refund	for	the	previous	year,	even	if	that	fiscal	year	is	technically	closed	by	the	statute	of
limitation.	However,	returning	a	NOL	to	claim	a	refund	requires	submitting	a	modified	statement	or	an	attempted	refund	request	(which	may	involve	a	large	amount	ofadditional	accounting	and	compliance),	and	exposes	the	taxpayer	to	the	audit	risk	of	a	closed	year.	How	do	taxpayers	apply	a	NOL	refund	to	get	a	refund?	Taxpayers	have	two	options	to
apply	NOL	drag	to	previous	years	and	claim	a	refund.	Statements	may	be	amendedAll	the	clamping	or	archive	for	a	tentative	refund	claim.	The	presentation	of	a	tentative	reimbursement	claim	is	generally	in	a	more	rapid	refund.	A	corporate	contributor	requests	a	refund	by	presenting	form	1139,	a	corporation	request	for	tentative	reimbursement.
Non-corporate	taxpayers	request	a	reimbursement	by	presenting	Form	1045,	the	request	for	tentative	reimbursement.	Tentative	reimbursement	claims	can	not	be	submitted	before	the	taxpayer	presents	the	performance	of	the	fiscal	year	who	generated	the	NOL.	In	general,	taxpayers	must	present	forms	1139	and	1045	within	12	months	after	the	end
of	the	fiscal	year	generated	by	the	NOL.	The	IRS	has	a	period	of	90	days	to	perform	a	limited	exam	or	review	of	the	omissions	request	or	errors,	and	may	allow	or	deny	the	request.	Note:	In	April	2020,	the	IRS	provided	a	temporary	procedure	that	allows	taxpayers	to	present	forms	1139	and	1045	with	the	IRS	by	fax.	This	temporary	procedure	expires
at	the	end	of	2020,	so	the	fax	number	will	no	longer	work	at	midnight	ET	on	December	31,	2020.	Taxpayers	who	can	not	make	a	fax	file	Your	forms	1139	or	1045	must	follow	the	instructions	of	presentation	in	the	forms.	Continue	your	research	on	the	NOLS	and	the	Law	of	Cuiders	at	the	Edge	of	Control.	Experience	a	free	demonstration	now.	About
the	Author.	Deborah	Petro	is	a	senior	editor	with	Thomson	Reuters	Checkpoint.	Before	joining	Thomson	Reuters	in	2019,	she	deborah	practiced	the	Tax	Law	in	Chicago.	Deborah	is	a	graduate	from	Vanderbilt	University	and	won	J.D.	and	ll.m.	She	in	tributation	of	Chicago	Kent	College	of	Law.	Law.
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