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Introduction

If your deductions for the year are more than
your income for the year, you may have a net
operating loss (NOL). You can use an NOL by
deducting it from your income in another year
or years. This publication discusses NOLs for
individuals, estates and trusts, and corpora-
tions. It explains how to figure an NOL, when
to use it, how to claim an NOL deduction, and
how to figure an NOL carryover.

To have an NOL, your loss must be caused

by:
1) Deductions from a trade or business,

2) Deductions from your work as an em-
ployee, or

3) Deductions for casualty and theft losses.

A loss from operating a business is the
most common reason for an NOL.

Partnerships and S corporations cannot
use an NOL. But partners or shareholders can
use their separate shares of the partnership’s
or S corporation’s business income and busi-
ness deductions to figure their individual
NOLs.

Useful Items
You may want to see:
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Form (and Instructions)

0 1040X Amended U.S. Individual
Income Tax Return

0 1045 Application for Tentative Refund

0 1120X Amended U.S. Corporation
Income Tax Return

0 1138 Extension of Time for Payment of
Taxes by a Corporation Expecting a Net
Operating Loss Carryback

0 1139 Corporation Application for
Tentative Refund

Ordering publications and forms. To order
free publications and forms, call our toll-free
telephone number 1-800-TAX-FORM (1-
800-829-3676). You can also write to the IRS
Forms Distribution Center nearest you. Check
your income tax package for the address.

Telephone help. You can call the IRS with
your tax question Monday through Friday dur-
ing regular business hours. Check your tele-
phone book for the local number or you can
call toll-free 1-800-829-1040.

Telephone help for hearing-impaired per-
sons. If you have access to TDD equipment,
you can call 1-800-829-4059 with your tax
question or to order forms and publications.
See your tax package for the hours of
operation.

NOL Steps

Figure and use your NOL in the following
steps:

Step 1. Complete your tax return for the year.
You may have an NOL if a negative figure ap-
pears on the line below:

Individuals — line 35 of Form 1040.
Estates and trusts — line 22 of Form 1041.

Corporations — line 30 of Form 1120 or
line 26 of Form 1120-A.

If the amount on that line is not a negative
figure, stop here —you do not have an NOL.

Step 2. Determine whether you have an NOL
and its amount. See How To Figure an NOL,
later. If you do not have an NOL, stop here.

Step 3. Decide whether to carry the NOL back
to a past year or to forgo any carryback and in-
stead carry forward the NOL to a future year.
See When To Use an NOL, later.

Step 4. Deduct the NOL in the carryback or
carryforward year. See How To Claim an NOL
Deduction, later. If your NOL deduction is
equal to or smaller than your taxable income
without the deduction, stop here — you have
used up your NOL.

Step 5. Determine the amount of your unused
NOL. See How To Figure an NOL Carryover,
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later. Carry over the unused NOL to the next
carryback or carryforward year and begin
again at Step 4.

Note. If your NOL deduction includes more
than one NOL amount, apply Step 5 sepa-
rately to each NOL amount, starting with the
earliest.

How To Figure an NOL

If your deductions for the year are more than
your income for the year, you have a potential
NOL.

There are rules that limit what you can de-
duct when figuring an NOL. In general, these
rules do not allow:

1) Exemptions,
2) Net capital losses,
3) Nonbusiness losses, or

4) Nonbusiness deductions.

Schedule A (Form 1045). You can use
Schedule A (Form 1045) to figure an NOL for
an individual, estate, or trust. This discussion
explains Schedule A and includes an illus-
trated example.

First, complete lines 1-3 of Schedule A, us-
ing amounts from your return. If line 3 is a neg-
ative amount, you have a net loss and a poten-
tial NOL.

Next, complete the rest of Schedule A to
figure your NOL. Adjust the amount on line 3
for deductions that are allowed when figuring
your taxable income but not when figuring an
NOL. The following discussions explain these
adjustments.

Adjustment for exemptions (line 4). You
cannot deduct your personal exemption or ex-
emptions for dependents. An estate or trust
cannot deduct its exemption amount. Your ad-
justment is the total amount you deducted.

Adjustment for nonbusiness deductions
(line 12). You can deduct your nonbusiness
deductions (line 9) only up to the total of:

1) Your nonbusiness capital gains that are
more than your nonbusiness capital
losses (line 8), and

2) Your nonbusiness income (line 10).

Your adjustment is your nonbusiness deduc-
tions that are more than the total of (1) and (2).

Nonbusiness deductions (line 9). Enter
on line 9 as your nonbusiness deductions only
those that are unrelated to your trade or busi-
ness or your employment. For example, enter
your deductions for alimony, contributions to
an IRA or other retirement plan, medical ex-
penses, and charitable contributions. If you do
not itemize deductions, include your standard
deduction.

Do not include your deductions for per-
sonal casualty and theft losses or for one-half
of self-employment tax. Treat these as busi-
ness deductions.

Also do not include your deductions for ex-
penses that are ordinary and necessary in car-
rying on your trade or business or your em-
ployment, or the following related deductions
for:

Moving expenses,
State income tax on business profits,

Interest and litigation expenses on state
and federal income taxes related to
your business income,

Payments by a federal employee to buy
back sick leave used in an earlier year,

Loss on property you rent out,

Loss on the sale or exchange of business
real estate or depreciable business

property,

Loss on the sale of accounts receivable (if
you use an accrual method of
accounting),

Loss on the sale or exchange of stock in a
small business corporation or a small
business investment company, if
treated as ordinary loss, and

Unrecovered investment in a pension or
annuity claimed on a decedent’s final
return.

Nonbusiness income (line 10). Enter on
line 10 as your nonbusiness income only in-
come that is unrelated to your trade or busi-
ness or your employment. For example, enter
your annuity income, dividends, and interest
from investments. Also include your share of
nonbusiness income from partnerships and S
corporations.

Do not include the income you receive
from your trade or business or your employ-
ment. This includes salaries and wages, self-
employment income, and your share of busi-
ness income from partnerships and S corpora-
tions. Also, do not include rental income or or-
dinary gain from the sale or other disposition of
business real estate or depreciable business

property.

Adjustment for capital losses (line 22). You
can deduct your nonbusiness capital losses
(line 5) only up to the amount of your nonbusi-
ness capital gains (line 6). If your nonbusiness
capital losses are more than your nonbusiness
capital gains, you cannot deduct the excess.

You can deduct your business capital
losses (line 14) only up to the total of:

1) Your nonbusiness capital gains that are
more than the total of your nonbusiness
capital losses and excess nonbusiness
deductions (line 13), and

2) Your business capital gains (line 15).

Your adjustment is your nondeductible
capital losses (line 18) that are more than the
nondeductible net capital loss on your return
(line 21). (You had a nondeductible net capital
loss if your net capital loss was more than your
capital loss deduction.)



Adjustment for NOL deduction (line 23).
You cannot deduct any NOL carryovers or car-
rybacks from other years. Your adjustment is
the total amount of your NOL deduction for
losses from other years.

lllustrated Schedule A (Form
1045)

The following example illustrates how to figure
an NOL. It includes filled-in pages 1 and 2 of
Form 1040 and Schedule A (Form 1045).

Example. In 1994, Glenn Johnson started
a retail record business. For 1994, he is single
and has the following income and deductions
on his Form 1040.

INCOME
Wages from part-timejob ................. $ 1,225
Interestonsavings ....................l 425
Net long-term capital gain on sale of real

estate used in business ................ 2,000
Glenn’s totalincome .................... $ 3,650
DEDUCTIONS
Net loss from business (sales of $67,000

minus expenses of $72,000) ........... $ 5,000
Net short-term capital loss on sale of stock

......................................... 1,000

Personal exemption ...................... 2,450
Standard deduction ....................... 3,800
Loss on small business investment

company stock ... 300
Loss on small business stock ............. 700
Glenn'’s total deductions ................ $13,250

Glenn’s deductions exceed his income by
$9,600 ($13,250 - $3,650). However, to figure
whether he has an NOL, he must modify cer-
tain deductions. He can use Schedule A (Form
1045) to figure his NOL. See the illustrated
Schedule A (Form 1045) included here.

Glenn cannot deduct the following:

Nonbusiness net short-term capital loss ... $1,000
Personal exemption ....................... 2,450
The excess of his nonbusiness deductions

(standard deduction amount, $3,800)

over his nonbusiness income (interest,

BA25) L 3,375

Total adjustmentstonetloss ............ $6,825

When these items are eliminated, Glenn'’s
net loss is reduced to $2,775 ($9,600 -
$6,825). This amount is his NOL for 1994.

When To Use an NOL

Generally, you carry back an NOL to the 3 tax
years before the NOL year (the carryback
years), and then carry forward any NOL re-
maining for up to 15 years after the NOL year
(the carryforward years). However, see Forgo-
ing the carryback period, later. The “NOL
year” is the year in which the NOL occurred.
You cannot deduct any part of the NOL re-
maining after the 15-year carryforward period.

You must first carry the entire NOL to the
earliest carryback year. If your NOL is not used
up, you can carry the remainder to the next
earliest carryback year, and so on.

If you do not use up the NOL in the 3 car-
ryback years, carry forward what remains of it
to the 15 tax years following the NOL year.
Start by carrying it to the first tax year after the
NOL year. If you do not use it up, carry over the
unused part to the next year. Continue to carry
over any unused part of the NOL until you
complete the 15-year carryforward period.

Example. You started your business in
1994 and had a $42,000 NOL for the year. You
begin using your NOL in 1991, the third year
before the NOL year, as shown in the following
chart.

Carryback

or Unused
Year Carryover _Loss
1991 i $42,000 $40,000
1992 .. 40,000 37,000
1993 37,000 31,500
1994 (NOLyear) .............
1995 .. 31,500 22,500
1996 .. 22,500 12,700
1997 . 12,700 4,000
1998 ... 4,000 —0-

If your loss were larger, you could carry it
forward until the year 2009. If you still had an
unused 1994 carryforward after the year 2009,
you could not deduct it.

Forgoing the carryback period. You can
choose not to carry back your NOL. If you
make this choice, you use your NOL only in the
15-year carryforward period. To make this
choice, attach a statement to your tax return
for the NOL year. This statement must show
that you are choosing to forgo the carryback
period under section 172(b)(3) of the Internal
Revenue Code.

You must file this statement by the due
date, including extensions, for filing your return
for the NOL year. If you do not file it on time,
you cannot forgo the carryback period. Once
you make this choice, you cannot change it. If
you want to forgo the carryback period for
more than one NOL, you must make a sepa-
rate choice for each NOL year.

How To Claim
an NOL Deduction

If you have not already carried the NOL to an
earlier year, your NOL deduction is the total
amount of the NOL. If you carried the NOL to
an earlier year, your NOL deduction is the
amount of the NOL minus the amount you
used in the earlier year or years.

If you carry more than one NOL to the
same year, your NOL deduction is the total of
these carrybacks and carryovers.

NOL more than taxable income. If your NOL
is more than the taxable income of the year
you carry it to (figured before deducting the
NOL), your income tax for that year is zero.
You generally will have an NOL carryover to
the next year. See How To Figure an NOL Car-
ryover, later, to determine how much NOL you

have used and how much you carry to the next
year.

Deducting a Carryback

If you carry back your NOL, you can use either
Form 1045 or Form 1040X. You can get your
refund faster by using Form 1045, but you
have a shorter time to file it. A Form 1045 can
be used to apply an NOL to all three carryback
years. If you use Form 1040X, a separate
Form 1040X is required for each carryback
year to which the NOL is applied.

Estates and trusts not filing Form 1045
must file an amended Form 1041 (instead of
Form 1040X) for each carryback year the NOL
is applied. Use a copy of the appropriate year's
Form 1041, check the “Amended return” box,
and follow the Form 1041 instructions for
amended returns. Include the NOL deduction
with other deductions not subject to the 2%
limit (line 15a for 1991, 1992, and 1993). Also
see the special procedures for filing an
amended return due to an NOL carryback, ex-
plained under Form 1040X, later.

Form 1045. You can apply for a quick refund
by filing Form 1045. This form results in a ten-
tative adjustment of tax in the carryback year.
See the Form 1045 illustrated at the end of this
discussion.

If the IRS refunds or credits an amount to
you on the basis of Form 1045 and later deter-
mines that the refund or credit is too much, the
IRS may assess and collect the excess
immediately.

You must file Form 1045 on or after the
date you file the return for the NOL year, but
not later than one year after the NOL year. For
example, if you are a calendar year taxpayer
with a carryback from 1994 to 1991, you must
file Form 1045 on or after the date you file your
tax return for 1994, but no later than January 2,
1996.

The IRS will ordinarily act on Form 1045
within 90 days from the day you file it.

Form 1040X. If you do not file Form 1045, you
can file Form 1040X to get a refund of tax be-
cause of an NOL carryback. File Form 1040X
within 3 years after the due date, including ex-
tensions, for filing the return for the NOL year.
For example, if you are a calendar year tax-
payer and filed your 1991 return by the April
15, 1992, due date, you must file a claim for re-
fund of 1988 tax because of an NOL carryback
from 1991 by April 17, 1995.

Attach a computation of your NOL using
Schedule A (Form 1045) and, if applicable,
your NOL carryover using Schedule B (Form
1045), discussed later.

Refiguring your tax. You must refigure the
carryback year’s income and deductions that
are affected by a percentage of your adjusted
gross income, such as medical expenses and
casualty losses. Use the lower adjusted gross
income resulting from your NOL deduction.
However, do not refigure your deduction for
charitable contributions. That deduction does
not change because of an NOL carryback.
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Next, refigure your income tax and alterna-
tive minimum tax. However, do not refigure
your self-employment tax.

Finally, refigure any credits that are based
on or limited by the amount of tax. Refigure
these credits on the basis of your new tax
liability.

Deducting a Carryforward

If you carry forward your NOL to a tax year af-
ter the NOL year, list your NOL deduction as a
negative figure on the “Other income” line of
Form 1040 (line 21 for 1994). Estates and
trusts include an NOL deduction on Form 1041
with other deductions not subject to the 2%
limit (line 15a for 1994).

You must attach a statement that shows all
the important facts about the NOL. Your state-
ment should include a computation showing
how you figured the NOL deduction. If you de-
duct more than one NOL in the same year,
your statement must cover each of them.

Change in Marital Status

If you and your spouse were not married to
each other in all years involved in figuring NOL
carrybacks and carryovers, only the spouse
who had the loss can take the NOL deduction.
If you file a joint return, the NOL deduction is
limited to the income of that spouse.

For example, if your marital status changes
because of death or divorce, and in a later year
you have an NOL, you can carry back that loss
only to the part of the income reported on a
joint return (filed with your former spouse) that
was your taxable income. After you deduct the
NOL in the carryback year, the joint rates apply
to the resulting taxable income.

Amount of refund. If you are not married in
the NOL year (or are married to a different
spouse), and in the carryback year you were
married and filed a joint return, your refund for
the overpaid joint tax may be limited. You can
claim a refund for the difference between your
share of the refigured tax and your contribution
toward the tax paid on the joint return. The re-
fund cannot be more than the joint overpay-
ment. Attach a statement showing how you fig-
ured your claim.

Figuring your share of a joint tax liabil-
ity. There are five steps for figuring your share
of the refigured joint tax liability.

1) Figure your total tax as though you had
filed as “married filing separately,”

2) Figure your spouse’s total tax as though
your spouse had also filed as “married fil-
ing separately,”

3) Add the amounts in (1) and (2) together,

4) Divide the amountin (1) by the amountin
(3), and

5) Multiply the refigured tax on your joint re-
turn by the amount figured in (4). This is
your share of the joint tax liability.

Figuring your contribution toward tax
paid. Unless you have an agreement or clear
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evidence of each spouse’s contributions to-
ward the payment of the joint tax liability, figure
your contribution by adding the tax withheld on
your wages and your share of joint estimated
tax payments or tax paid with the return. If the
original return for the carryback year resulted
in an overpayment, reduce your contribution
by your share of the tax refund. Figure your
share of a joint payment or refund by the same
method used in figuring your share of the joint
tax liability. Use your taxable income as origi-
nally reported on the joint return in steps (1)
and (2), and substitute the joint payment or re-
fund for the refigured joint tax in step (5).

Change in Filing Status

If you and your spouse were married and filed
a joint return for each year involved in figuring
NOL carrybacks and carryovers, figure the
NOL deduction on a joint return as you would
for an individual. However, treat the NOL de-
duction as ajoint NOL. Figure it on the basis of
the joint NOLs.

If you and your spouse were married and
filed separate returns for each year involved in
figuring NOL carrybacks and carryovers, the
spouse who sustained the loss may take the
NOL deduction on a separate return.

Special rules apply, however, for figuring
the NOL carrybacks and carryovers of married
people whose filing status changes for any tax
year involved in figuring an NOL carryback or
carryover.

Separate to joint return. If you and your
spouse file a joint return for a carryback or car-
ryforward year, and were married but filed sep-
arate returns for any of the tax years involved
in figuring the NOL carryback or carryover,
treat the separate carryback or carryover as a
joint carryback or carryover.

Joint to separate returns. If you and your
spouse file separate returns for a carryback or
carryforward year, but filed a joint return for
any or all of the tax years involved in figuring
the NOL carryover, figure each of your carry-
overs separately.

Joint return in NOL year. Figure each
spouse’s share of the joint NOL in the following
steps:

1) Figure each spouse’s NOL as if he or she
filed a separate return. See How To Fig-
ure an NOL, earlier. If only one spouse
has an NOL, stop here. All of the joint
NOL is that spouse’s NOL.

2

—

If both spouses have an NOL, multiply the
joint NOL by a fraction, the numerator of
which is spouse A’s NOL figured in (1)
and the denominator of which is the total
of the spouses’ NOLs figured in (1). The
resultis spouse A’s share of the joint
NOL. The remainder of the joint NOL is
spouse B’s share.

Example 1. Mark and Nancy are married
and file a joint return for 1994. They have an
NOL of $5,000. They carry the NOL back to

1991, a year in which Mark and Nancy filed
separate returns. Figured separately, Nancy’s
1994 deductions were more than her income,
and Mark’s income was more than his deduc-
tions. Mark does not have any NOL to carry
back. Nancy may carry back the entire $5,000
NOL to her 1991 separate return.

Example 2. The facts are the same as Ex-
ample 1, except that both Mark and Nancy had
deductions in 1994 that were more than their
income. Figured separately, Mark’s NOL is
$1,800 and Nancy’s is $3,000. (The sum of
their separate NOLs is less than their $5,000
joint NOL because Mark’s deductions included
a $200 net capital loss that is not allowed in fig-
uring his separate NOL. The loss is allowed in
figuring their joint NOL because it was offset
by Nancy’s capital gains.) Mark’s share of their
$5,000 joint NOL is $1,875 ($5,000 x $1,800/
$4,800) and Nancy'’s is $3,125 ($5,000 -
$1,875).

Joint return in previous carryback or
carryforward year. If only one spouse had an
NOL deduction on the previous year’s joint re-
turn, all of the joint carryover is that spouse’s
carryover. If both spouses had an NOL deduc-
tion (including separate carryovers of a joint
NOL, figured as explained in the previous dis-
cussion), figure each spouse’s share of the
joint carryover in the following steps:

1) Figure each spouse’s modified taxable in-
come as if he or she filed a separate re-
turn. See Modified taxable income under
How To Figure an NOL Carryover, later.

2

~

Multiply the joint modified taxable income
you used to figure the joint carryover by a
fraction, the numerator of which is spouse
A’s modified taxable income figured in (1)
and the denominator of which is the total
of the spouses’ modified taxable incomes
figured in (1). This is spouse A’s share of
the joint modified taxable income.

3

~

Subtract the amount figured in (2) from
the joint modified taxable income. This is
spouse B’s share of the joint modified tax-
able income.

4

=

Reduce the amount figured in (3), but not
below zero, by spouse B’s NOL
deduction.

5) Add the amounts figured in (2) and (4).

6) Subtract the amount figured in (5) from
spouse A’s NOL deduction. This is
spouse A’s share of the joint carryover.
The remainder of the joint carryover is
spouse B's share.

Example. Sam and Wanda filed a joint re-
turn for 1991 and separate returns for 1992,
1993, and 1994. In 1994, Sam had an NOL of
$18,000 and Wanda had an NOL of $2,000.
They carry back both NOLSs to their 1991 joint
return and claim a $20,000 NOL deduction.

Sam and Wanda’s joint modified taxable
income (MTI) for 1991 is $15,000, and their
joint NOL carryover to 1992 is $5,000 ($20,000
-$15,000). They figure their shares of the
$5,000 carryover as follows:



Step 1.
Sam's separate MTI ............... $ 9,000
Wanda's separate MTI ............ + 4,500
Total: $ 13,500
Step 2.
JOINtMTI oo $ 15,000
Sam’s MTI + total MTI ($9,000 +
13,500) ..oiiiiiiiiii x.67
Sam’s share of joint MTI: $ 10,050
Step 3.
JOINEMTI oo $ 15,000
Sam’s share of joint MTl ........... -10,050
Wanda’s share of joint MTI: $ 4,950
Step 4.
Wanda'’s share of joint MTI ........ $ 4,950
Wanda’'s NOL deduction .......... -2,000
Wanda'’s remaining share: $ 2,950
Step 5.
Sam’s share of joint MTl ........... $ 10,050
Wanda's remaining share of joint
MTI + 2,950
Joint MTI to be offset: $ 13,000
Step 6.
Sam’s NOL deduction ............. $ 18,000
JointMTItobeoffset .............. -13,000
Sam’s carryover to 1992: $ 5,000
Joint carryoverto 1992 ............ $ 5,000
Sam’scarryover ................... - 5,000
Wanda's carryover to 1992: $ —0-

Wanda'’s $2,000 NOL deduction offsets
$2,000 of her $5,000 share of the joint modi-
fied taxable income and is completely used up.
She has no carryover to 1992. Sam’s $18,000
NOL deduction offsets all of his $10,050 share
of joint modified taxable income and the re-
maining $2,950 of Wanda'’s share. His carry-
over to 1992 is $5,000.

llustrated Form 1045

The following example illustrates how to use
Form 1045 to claim an NOL deduction in a car-
ryback year. It includes a filled-in page 1 of
Form 1045.

Example. Martha Sanders is a self-em-
ployed contractor. Because of a business loss,
Martha’s 1994 deductions are more than her
1994 income. She uses Form 1045 to carry
back her NOL and claim an NOL deduction in
1991. See the filled-in Form 1045 included
here. Her filing status both years was “Single.”

Martha figures her 1994 NOL on Schedule
A, Form 1045 (not shown). (For an example
using Schedule A, see lllustrated Schedule A
(Form 1045) under How To Figure an NOL,
earlier.) She enters the $10,000 NOL amount
from line 25 of Schedule A on line 1a of page 1
of Form 1045.

Martha completes lines 9 through 25 under
“3rd preceding tax year ended 12/31/91"” on
page 1 of Form 1045 using the following
amounts from her 1991 return.

Adjusted grossincome ........ $50,000
Itemized deductions:
Medical expenses ($6,000
minus 7.5% of adjusted
grossincome) .......... $ 2,250
State income tax .......... 2,000
Real estatetax ............ 4,000

Home mortgage interest 5,000

Total $13,250
Exemption ..................... $ 2,150
Incometax .................... $ 7,050
Self-employmenttax .......... $ 6,120

On line 10, column (b), Martha enters her
$10,000 NOL deduction. Her new adjusted
gross income on line 11, column (b), is
$40,000 ($50,000 - $10,000).

To complete line 12, column (b), she must
refigure her medical expense deduction using
her new adjusted gross income. Her refigured
medical expense deduction is $3,000 ($6,000
- ($40,000 x7.5%)). This increases her total
deductions to $14,000 ($13,250 + ($3,000 -
$2,250)).

Martha uses her refigured taxable income
($23,850) from line 15, column (b), and the tax
tables in her 1991 Form 1040 instructions to
find her income tax. She enters the new
amount, $4,040, on line 16, column (b), and
her new total tax liability, $10,160, on line 25,
column (b).

Martha’s $10,000 NOL is used up in 1991,
so she does not complete the columns for the
second and first preceding tax years. The de-
crease in tax because of her NOL deduction
(line 27) is $3,010.

Martha files Form 1045 after filing her 1994
return, but no later than January 2, 1996. She
mails it to the Internal Revenue Service Center
where she filed her 1994 return and attaches a
copy of her 1994 return (including its attached
forms and schedules).

How To Figure
an NOL Carryover

If your NOL is more than your taxable income
for the year to which you carry it (figured before
deducting the NOL), you must make certain
modifications to your taxable income to deter-
mine how much NOL you will use up in that
year and how much you can carry over to the
next tax year. Your carryover is the excess of
your NOL deduction over your modified taxa-
ble income for the carryback or carryforward
year. If your NOL deduction includes more
than one NOL, apply the NOLs against your
modified taxable income in the same order in
which you incurred them, starting with the
earliest.

Modified taxable income. Your modified tax-
able income is your taxable income figured
with the following changes:

1) You cannot claim an NOL deduction for
the NOL whose carryover you are figuring
or for any later NOL.

2) You cannot claim a deduction for a net
capital loss.

3) You cannot claim your exemptions for
yourself or dependents.

4) You must figure any item affected by the
amount of your adjusted gross income af-
ter making the changes in (1) and (2),
above, and certain other changes to your
adjusted gross income that result from (1)
and (2). This includes income and deduc-
tion items used to figure adjusted gross
income (for example, IRA deductions), as
well as certain itemized deductions. To
figure a charitable contribution deduction,
the change in (1) is treated as including
an NOL deduction for a carryback of an
earlier NOL.

Your taxable income as modified cannot be
less than zero.

Schedule B (Form 1045). You can use
Schedule B (Form 1045) to figure your modi-
fied taxable income for carryback years and
your carryover from each of those years. Do
not use Schedule B for a carryforward year. If
your 1994 return includes an NOL deduction
from an NOL year before 1994 that reduced
your taxable income to zero (to less than zero,
if an estate or trust), see NOL Carryover From
1994 to 1995, later.

lllustrated Schedule B (Form
1045)

The following example illustrates how to figure
an NOL carryover from a carryback year. It in-
cludes a filled-in Schedule B (Form 1045).

Example. lda Brown runs a small clothing
shop. In 1994, she has an NOL of $36,000 that
she chooses to carry back to 1991. She has no
other carrybacks or carryovers to 1991.

Ida’s adjusted gross income in 1991 was
$29,000, consisting of her salary of $30,000
minus a $1,000 capital loss deduction. She is
single and claimed only one personal exemp-
tion of $2,150. During that year, she gave
$1,450 in charitable contributions. Her medical
expenses were $2,725. She also deducted
$1,650 in taxes and $1,125 in home mortgage
interest.

Her deduction for charitable contributions
was not limited because the amount of her
contributions, $1,450, was less than 50% of
her adjusted gross income. The deduction for
medical expenses was limited to expenses
over 7.5% of adjusted gross income (.075 x
$29,000 = $2,175; $2,725 - $2,175 = $550).
The deductions for taxes and home mortgage
interest are not subject to any limits. She was
able to claim $4,775 ($1,450 + $550 + $1,650
+$1,125) in itemized deductions for 1991. She
had no other deductions in 1991. Her taxable
income for the year was $22,075.

Ida’s $36,000 carryback will reduce her
1991 taxable income to zero. She completes
column (a) of Schedule B (Form 1045) to fig-
ure how much of her NOL is used up in 1991
and how much she can carry over to 1992.
See the illustrated Schedule B shown here. Ida
does not complete columns (b) and (c) be-
cause the $10,700 carryover to 1992 is com-
pletely used up that year.
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Line 1. lda enters $36,000, the amount of
her 1994 net operating loss, on line 1.

Line 2. She enters $22,075, her 1991 taxa-
ble income on line 2.

Line 3. Ida enters on line 3 her net capital
loss deduction of $1,000.

Line 4. Although Ida’s entry on line 3 modi-
fies her adjusted gross income, that does not
affect any other items included in her adjusted
gross income. Ida enters zero on line 4.

Line 5. Since Ida had itemized deductions
and entered $1,000 on line 3, she completes
lines 9 through 33 to figure her adjustment to
itemized deductions. On line 5, she enters the
total adjustment from line 33.

Line 9. Ida’s adjusted gross income for
1991 was $29,000.

Line 10. She adds the amounts on lines 3
and 4 and enters $1,000 on line 10. (This is her
net capital loss deduction added back, which
modifies her adjusted gross income.)

Line 11. Her modified adjusted gross in-
come for 1991 is now $30,000.

Line 12. Her actual medical expenses
were $2,725.

Line 13. Her modified adjusted gross in-
come, $30,000, is multiplied by .075. She en-
ters $2,250 on line 13.

Line 14. The difference between her actual
medical expenses and the amount she is al-
lowed to deduct is $475.

Line 15. On her 1991 tax return, she de-
ducted $550 as medical expenses.

Line 16. The difference between her medi-
cal deduction and her modified medical deduc-
tion is $75. This is entered on line 16.

Line 17. She enters her modified adjusted
gross income of $30,000 on line 17.

Line 18. She had no other carrybacks to
1991 and enters zero on line 18.

Line 19. Her modified adjusted gross in-
come remains $30,000.

Line 20. She now refigures her charitable
contributions based on her modified adjusted
gross income. Since she is well below the 50%
limit, she enters $1,450 on line 20.

Line 21. The amount of her actual contribu-
tions for 1991 was $1,450, which she enters
online 21.

Line 22. The difference is zero.

Lines 23 through 32. Since Ida had no
casualty losses or deductions for miscellane-
ous items in 1991, she leaves these lines
blank.

Line 33. She combines lines 16, 22, 27,
and 32 and enters $75 on line 33. She carries
this figure to line 5.

Line 6. |da enters her personal exemption
of $2,150 for 1991.

Line 7. After combining lines 2 through 6,
Ida’s modified taxable income is $25,300.

Line 8. Ida figures her carryover to 1992 by
subtracting her modified taxable income (line
7) from her NOL deduction (line 1). She enters
the $10,700 carryover on line 8. She also en-
ters this $10,700 on page 1 of Form 1045, line
10 of column (d), as her NOL deduction for
1992. (For an illustrated example of page 1 of
Form 1045, see lllustrated Form 1045 under
How To Claim an NOL Deduction, earlier.)
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NOL Carryover From
1994 to 1995

If you had an NOL deduction that reduced your
taxable income on your 1994 return to zero (to
less than zero, if an estate or trust), complete
the Worksheet for NOL Carryover From 1994
to 1995 . It will help you figure the amount of
your NOL to carry to 1995.

Worksheet Instructions

At the top of the worksheet, enter the NOL
year for which you are figuring the carryover.

More than one NOL. If your 1994 NOL de-
duction includes amounts for more than one
loss year, complete this worksheet only for one
loss year. To determine which year, start with
your negative taxable income. (An individual's
negative taxable income is figured by combin-
ing the amounts on lines 35 and 36 of Form
1040.) Then, beginning with the earliest NOL,
add each NOL (treated as a positive amount)
separately to your negative taxable income.
Complete this worksheet for the earliest NOL
that increases your taxable income to zero or
more. Your earlier NOLs will be completely
used up in 1994. Your NOL carryover to 1995
is the total of the amount on line 8 of the work-
sheet and all later NOL amounts.

For example, assume your negative taxa-
ble income is ($4,000). Your NOL deduction
includes $2,000 for 1991, $7,000 for 1992, and
$5,000 for 1993. Add your 1991 NOL of $2,000
to ($4,000). This gives you taxable income of
($2,000). Your 1991 NOL is now completely
used up. Add your $7,000 1992 NOL to
($2,000). This gives you taxable income of
$5,000. You now complete the worksheet for
your 1992 NOL. Your NOL carryover to 1995 is
the unused part of your 1992 NOL from line 8
of the worksheet, plus your $5,000 1993 NOL.

Line 2. Treat your NOL deduction for the NOL
year entered at the top of the worksheet and
later years as a positive amount. Add it to your
negative taxable income. Enter the result on
line 2.

Line 4. You must refigure certain income and
deductions based on adjusted gross income.
These are:

1) The special allowance for passive activity
losses from rental real estate activities,

2) Taxable social security and tier 1 railroad
retirement benefits,

3) IRA deductions, and

4) Excludable savings bond interest.

If none of these items applies to you, enter
zero on line 4. Otherwise, increase your ad-
justed gross income by the total of the amount
on line 3 and your NOL deduction for the NOL
year entered at the top of the worksheet and
later years. Using this increased adjusted

gross income amount, refigure the items that
apply, in the order listed above. Your adjust-
ment for each item is the difference between
the refigured amount and the amount included
on your return. Add the adjustments for previ-
ous items to your adjusted gross income
before refiguring a subsequent item. Keep a
record of your computations.

Enter your total adjustments for the above
items on line 4.

Line 5. Enter zero if you claimed the standard
deduction. Otherwise, use lines 9 through 44
of the worksheet to figure the amount to enter
on this line. Complete only those sections that
apply to you.

Estates and trusts. Enter zero on line 5 if
you did not claim any miscellaneous deduc-
tions on line 15b (Form 1041) or a casualty or
theft loss. Otherwise, refigure these deduc-
tions by substituting modified adjusted gross
income (see below) for adjusted gross income.
Subtract the recomputed deductions from
those claimed on the return. Enter the result on
line 5.

Modified adjusted gross income. To
refigure miscellaneous itemized deductions of
an estate or trust (Form 1041, line 15b), modi-
fied adjusted gross income is the total of:

1) The adjusted gross income on the return,
2) The amount from line 3 of the worksheet,

3) The exemption amount from Form 1041,
line 20, and

4) The NOL deduction for the NOL year en-
tered at the top of the worksheet and for
later years.

To refigure the casualty and theft loss de-
duction of an estate or trust, modified adjusted
gross income is the total of:

1) The adjusted gross income amount you
used to figure the deduction claimed on
the return,

2) The amount from line 3 of the worksheet,
and

3) The NOL deduction for the NOL year en-
tered at the top of the worksheet and for
later years.

Line 9. Treat your NOL deduction for the NOL
year entered at the top of the worksheet and
for later years as a positive amount. Add it to
your adjusted gross income. Enter the result
online 9.

Line 17. If you had a contributions carryover
from 1993 to 1994 and your NOL deduction in-
cludes an amount from an NOL year before
1993, you may have to reduce your contribu-
tions carryover. This reduction is the amount of
any adjustment you made to your 1993 chari-
table contributions deduction when figuring
your NOL carryover to 1994. Use the reduced
contributions carryover amount to figure the
amount to enter on line 17.
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Corporations

A corporation generally figures and deducts an
NOL the same way an individual, estate, or
trust does. The same carryback and carryfor-
ward periods apply, and the same sequence
applies when it carries two or more NOLs to
the same year. See When To Use an NOL and
How To Figure an NOL Carryover, earlier.

A corporation’s NOL generally differs from
an individual's, estate’s, or trust’s in two ways:

1) A corporation can take different deduc-
tions when figuring an NOL, and

2) A corporation must make different modifi-
cations to its taxable income in the car-
ryback or carryforward year when figuring
how much of the NOL is used and how
much is carried to the next year.

A corporation also uses different forms
when claiming an NOL deduction from those
used by individuals, estates, and trusts.

The following discussions explain these
differences.

How a Corporation Figures
an NOL

A corporation figures an NOL in the same way
as its taxable income. It starts with the corpo-
ration’s gross income and subtracts its deduc-
tions. If its deductions are more than its gross
income, the corporation has an NOL.

However, there are rules for figuring the
NOL that either limit what it can deduct, or per-
mit deductions not ordinarily allowed. These
rules are:

1) A corporation cannot deduct any NOL
carrybacks or carryovers from other
years,

2

~

A corporation can take the deduction for
dividends received, explained later, with-
out limiting it to a percentage of its taxable
income, and

3

~

A corporation can figure the deduction for
dividends paid on certain preferred stock
of public utilities without limiting it to its
taxable income for the year.

Dividends-received deduction. The amount
of a corporation’s deduction for dividends re-
ceived from domestic corporations (70% or
80% of the dividends) is generally limited to
70% or 80% of its taxable income. However, if
a corporation sustains an NOL for a tax year,
the limit on this deduction based on taxable in-
come does not apply. In determining if a corpo-
ration has an NOL, the corporation figures the
dividends-received deduction without regard
to the 70% or 80% of taxable income limit.

See Publication 542 for more information
on the dividends-received deduction.

Example. A corporation had $500,000
gross income from business operations and
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$625,000 of allowable business expenses. It
also received $150,000 in dividends from a do-
mestic corporation for which it can take an
80% deduction, ordinarily limited to 80% of its
taxable income before the deduction. It figures
its NOL as follows:

Income from business ................. $ 500,000
Dividends ... 150,000
Grossincome ............oeiiiinainnn. $ 650,000
Deductions (EXpenses) ................ (625,000)

Taxable income before special
deductions ... $ 25,000

Minus: Deduction for dividends
received, 80% of $150,000 ..........

Net operating loss

(120,000)
($ 95,000)

How a Corporation Claims
an NOL Deduction

The form a corporation uses to deduct its NOL
depends on whether it carries the NOL back or
forward.

For a carryback. If a corporation carries back
the NOL, it can use either Form 1120X or Form
1139. A corporation can get a refund faster by
using Form 1139. It cannot file Form 1139
before filing the return for the corporation’s
NOL year, but it must file Form 1139 no later
than one year after the NOL year.

If the corporation does not file Form 1139, it
must file Form 1120X within 3 years of the due
date, plus extensions, for filing the return for
the year in which it has the NOL.

For a carryforward. If a corporation carries
forward its NOL, it enters the carryover on
Schedule K (Form 1120), line 15. It also enters
the deduction for the carryover (but not more
than the corporation’s taxable income after
special deductions) on line 29(a) of Form 1120
or line 25(a) of Form 1120-A.

Carryback expected. If a corporation ex-
pects to have an NOL in its current year, it may
automatically extend the time for payment of
all or part of its income tax for the immediately
preceding year. It does this by filing Form
1138. It must explain on the form why it ex-
pects the loss. This explanation must comply
with the instructions on Form 1138.

The extension applies to previously deter-
mined unpaid tax required to be paid after filing
Form 1138. This amount cannot exceed the
tax overpayment in the carryback years due to
the NOL carryback.

Period of extension. The extension is in
effect until the end of the month in which the
return for the NOL year is due, including
extensions.

If the corporation files Form 1139 before
this date, the extension will continue until the
date the IRS notifies the corporation that its
Form 1139 is disallowed in whole or in part.

How a Corporation Figures
an NOL Carryover

If the NOL available for a carryback or carryfor-
ward year is greater than the taxable income
for that year, the corporation must modify its
taxable income to figure how much of the NOL
it will use up in that year and how much it can
carry to the next tax year. Its carryover is the
excess of the available NOL over its modified
taxable income for the carryback or carryfor-
ward year.

Modified taxable income. A corporation
figures its modified taxable income in the same
way as its taxable income. But it can deduct
NOLs only from years before the NOL year
whose carryover is being figured. The corpora-
tion must figure its deduction for charitable
contributions without considering any NOL
carrybacks.

Modified taxable income is used only to fig-
ure how much of an NOL the corporation uses
up in the carryback or carryover year and how
much it carries to the next year. It is not used to
fill out the corporation’s tax return or figure its
tax.

Ownership change. A loss corporation that
has an ownership change is limited on the
amount of taxable income it can offset by NOL
carryforwards arising before the date of the
ownership change. This limit applies to any
year ending after the change of ownership.
See section 382 of the Internal Revenue
Code and the related regulations for more in-
formation about the limits on corporate NOL
carryovers and corporate ownership changes.

Worksheet for Figuring
a Corporation’s Carryover

A corporation can use the following worksheet
to figure how much of its NOL is used up in a
carryback or carryforward year and how much
to carry over to the next year.

Online A, Part |, enter the carryback or car-
ryforward year from which the NOL is being
carried. For example, if the worksheet is used
to figure the carryover from 1994 to 1995,
enter 1994. On line B, enter the NOL year
whose carryover must be figured.

More than one NOL. If the corporation’s NOL
deduction for the carryback or carryforward
year (year A) includes amounts for more than
one loss year, complete the worksheet only for
one loss year (year B). To determine which
year, treat the NOL deduction as a positive
amount. Start with the earliest NOL and add
each NOL separately to the corporation’s neg-
ative taxable income. Complete the worksheet
for the earliest NOL that increases the corpo-
ration’s taxable income to zero or more. The
earlier NOLs are completely used up in year A.
The later NOLs are carried over in full.
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Form 1045 (1844)

Page 2

Schedule A—Net Operating Loss (NOL). See instructions. ’

1
2

a
b
«

3

11
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BE BR2
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Deduction for axemptions from fine 2b abave. Estates and trusts, anter
exemption amount from your tax return . . e .
Totai nonbusiness capital losses before | I
limitation. Enter as a positive number 5
Total nonbusiness capital gains , .
i line 5 in more than ns 8, anter difference;
otherwize, enter -0- A

# line & is more than line 5, errlardiﬂ‘eranca
otherwiss, enter -0- |, .
Nonbusineas deductions. See mstmcuons .
Nonbusiness incoma other than cmital galns
See instructions , . . .

Add lines 8 and 10 . , - '

if fine 9 is more than line 11, enter dﬂerenoe otherwuse. anter -0- 3; 3 7 5
If ine 11 Is mora than line 9, enter difference; @ 7

atherwise, enter -O-. Do not enter more than lina 8 -
Total businass capital losses before limitation. Erter
asapocsiive number . . . . . c e .
Total business capital gains .
Add lines 13 and 15

If line 14 is more than line 186, entw dil'hranca.
otherwise, emear -0- e .

1,Looo
s &,

‘Enter tha loss, if any, from line 1
D (Form 1040). (Estates and trusis
{oss, if any, from line 17, columaygh 2
D(Form1ntl1).)Em¢ra
you do not have a lop iR Wi
19m:gnzund

EnterthulnnfmmllnuWode\omleDtFu'm
1040). (Estates and trusis. snter the loss from
||na1aofsmna=um1041]}Enurasa
positive number . . . .
Subh'aclllneiﬂmmw e e e A
Subtract ine 21 fomine 18 . . . . 22 ',1000
Notupmrglandoducﬂonfo:hsmmmomﬂemEnterasapowva
manber , 23
Add lines 4, 12,22, and 23 . . . . 2l 6,315

Ncloporlllnnlnu.(:ombimknuSandm checmbunedamountlalessmanzem.emarlt
horeandonpage11Ine1a.lfthocumbmedamountlszaroormm.youdomthaveanet (2_775)
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Figure A. When to Use an NOL

The Caryback Perfod The Carrylorwand Period

3nd Preceding _)Zl'ldﬁml‘.l'lg ! 18t Preced >1ltFol0|llhg 20 - 150
Year Year Y:t" "9 Year Fnbv:hg\'sl'
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-~ 1045 - Application for Tentative Refund OMB No. 1545-0008

» Before you flll out this form, read the separate rstructions.

Gepartmart cf Ihe Trasatry » Do not atiach to your income tax retusm—mad in 3 separate anvelope. 'ﬂ@g4"
Intema Aavenua Servica b For use by individuals, sstates, or trusts.
E| Nama Socia] security or smpioyer dentification numbaer
5 MARTHA SANDERS [23~00-4567
: Number, strest, and apt or aulte no. N you have & P.O. box or a foraign addrass, ses the instructions. Bpousa’s sockel security number
f 3876 HOLLY STREET P
& | City. town or post office, state, and Talkegho . {optional}
£| YARDLEY PA_ 19067 : ( o
@ Net operating koes from Schedule A, page 2, ine 25) ganeral buginges cradit
1 This appiication Is filed to cany back: s 10,000 %
2a For the calondwr yoar 19584, or other tax yoor b Date tax return wae flad S o8 carrter where tax return was filed
beginning . 1994, ending 18 ) 3-5-9% Phiiadelphia
3 i this application is for an unused credit created by another carryback, gi the first carryback ... ...._.........
4 If you filed a joint return {or separate return) for some, but not all, of t ars involved in figuring the carryback, enter
the years of tha joint or Separate retums B M e,
§ If social security number for carryback year is ditferent from above, anter BN W .. and b Year(s) ... ...
6 f you changed your accounting period, give date permission to ghidfed was granted ™ _......ocee e
7 Have you filed a petition in Tax Court for the year(s) to which jhewcSrfyback istobe applled? . . . . .OYes @ No
-8 __Does this carryback include a loss or credit from a tax she i.‘ 'nad toberegistered?. . . . . . .[]vYee K No
3rd preceding 1 y 2nd praceding t 18t praceding tax
Computation of Decrease in Tax | yes ended * :“ : year ended & = yoarpandad >
Nots: If 12 is biank, skip fines @ through 15, |8 Bokors ' o | Alhe | Bk e
9 Adjusted gross income from tax retum ) 9, 000 ’
or as previously adjusted .
10 Net operating loss deduction after 10, 000
carryback. See instructions. . 4
11 Subtractling 10 from line 8 . . @00 | 44, 000

12 Deductions. See instructions . @ 113,250 | l%, 200

13 Subtract line 12 from line 14, (o7 | 36,750 |2 6,000

14 Exemptions. . . . 52 . 2850 | A 150
15 Taxable income. Su

from lin@ 13, . | 34,600 | 23,850

4 7.050 | 4 o0%0

16 Income tax.

18 Other credits. Idontlfy ) )
18 Total cradits. Add lines 17and18 v ——
20 Subtractline 1B frominet16 . . . | 7,850 | 4,040
21 Recapture taxes . . e e e

Alternative mmnmumtax . e e . -
Selfemploymenttax, . . . . . | 6,120 | 6,110
Cther taxes

»

2

24 ..

25 Total tax fiability. Addli'lasi’ﬂil'lumzlr
26

27

Enter amount from line 25, cols. (),

f/ /,,//
(d}l and m a 7 ’ ./_4 /{/ //
Decroasamtax Subtractlhazsfrom 7 7 7

28 Overpayment oftax duetoachlmofﬂght adjustment under saction 1341@!1)—md1 computation

Sigﬂ Uinder penalties of pevjury, | declare that | hawe axamined this spplication and accompanying acheduise and statemeats, snd ‘o the best of my
Kknowiedge and belled, vy ars tnas, coract, snd complate.

Here Your sigraturs : Date

i spieaion Wnhe,  Domelins 4-10-95
Data

for your records. ’ Spouse’s signature {f Form 1045 ia flad jointly, BOTH munt sign)

Preparer Othey  Nema & Dats
Than Taxpayer  address »
For Paperwork Reduction Act Notics, 3ee 3eparate instructions. Cat. No. 1DE7OA Form 1045 ~ooq
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Forrn 1045 (1924}

Paga 3
Scheduie B—Net Operating Loss Carryover. See instructions.
Complete one column before going to the | {a) 3rd preceding tax {b) 2nd preceding tax {e) 15t proceding tax
next column.

1 Nst operating loss deduction. In
column {a), enter as a positive
number the net operating loss from
Schedule A, line 25. In columns (b} W77
and {¢), enter amounts from line B /’ Z //////'

below, columns {2} and (b), %//ﬁ//
respectively L. ...

y
v v
e
-

2 Taxable incoma from tax return {or as
previously adjusted) before 1994
NOL carryback. {For individuals, if
line 37 of Form 1040 is zero, subtract
line 36 (Form 1040} from line 35

(Form 10409, and enter the ditference
as a negative number , |

3 Net capital loss deduction from Sch.
D {Form 1040) {lins 19 of 1993 Sch. D,
line 20 of 1992 Sch. D, line 18 of 1991
Sch. D), or from Sch. D {(Form 1041),
lins 18. Enter as a positive numbar

4 Adjustments to adjusted gross
income. Ses instructions |, . .

& Adjustment to itemized deductions.
Ses instructions . , .

8 Deductlon for exemptions from tax
return {or as previously adjustad).
Estates and trusts, enter your
examption amount -

7 Modified taxable income. Combi
linas 2 through 6. f zero or less,

8 Nst operating loss carryover
Subtract line 7 from line 1. if zero @
less, enter -0-. See instructions .

Adjustment to Remized @
Deductiona {individuals

Complete lines 9 YH,
for any of the 3 you

itermized deductions and Rhe 3 above
has an antry other than zero.

8 Adjusted gross income per return (or
as previously adjusted) bafors 1954
NOLcamyback . . . . .

10 Addlinesdand4above . . . |

11 Modified adjusted gross income. Add

lires 9 and 10 . . e e
12 Madical expensas fram Sch. A Form
10400, linr@1 . . . . . ., . .
13 Multiply line11 by Q75 ., . . .

14 Subtract line 13 from line 12, i zero
or less, enter -0- | e
15 Madical expanses from Sch, A (Form

1040), line 4 {or a5 previously adjustad)
16 _ Subtract line 14 from line 15 . .
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Form 1045 (1984) . Page 4

Schedule B—Net Operating Loss Can Con
Compiete one column before gaing 1o the | fa) 33 preceding tax
next column. yoar ended » | 2+3)-9)

17 Madified adjusted gross income from
lipety . ., |,

18 Enter as a positive number any NOL
carryback from a year before 1994
that was deducted in figuring iine 8
onpaged . . . ., ., . . . .

1 Addlnesi7andte, , , . , ,

20 Refigure your charitable
contributions using line 19 as your
adjusted gross income. See

21 Charitable contributions from Sch. A

(Form 1040), tire 16 . . . . .,

Subtract line 20 from ine 21 ., .

Casualty and theft logses from Form

4684, lin@16 . . . ., ., ., .

Multpty ine 11 by 10 . . , ., ,

Subtract ine 24 from line 23, If zero

orless,enter-0- , . . . . , .

Casualty and theft loases from Form

4684, jine 18 (or as previcusly

Subtract ine 25 from iine 26 . . .

Miscelianeous itemized deductions

from Sch. A (Form 1040), ing 21 .

Muttiply ine11 by 02 . ., . .

Subtract lina 29 from line 28.

of less, enter -0- . | |

Miscelianeous ftemized d

&% BE

288 B Yy

[~ ]
-

§

33 Combine lines 16, 22, 27, and 32. it
line 11 is more than $100,000 for
1991 ($50,000 H marred fiing
separately), move than $105,250 for
1982 ($52,625 if marriad flling
separately), or more than $108,450
for 1993 (854,225 If mamed fiing
separately), complete the worksheet
on page 4 of the nstructions.

Otherwise, enter the amount from 7 T
this line on line 5 (page 8) . . , . / % »’z///,
e iz A A
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Table 1. Worksheet for NOL Carryover From 1994 to 1995 (For an NOL Year Before 1994)

For Use by Individuals, Estates, and Trusts (Keep for your records)
See the instructions under NOL Carryover From 1994 to 1995.

NOL Year:
USE YOUR 1994 FORM 1040 (OR FORM 1041) TO COMPLETE THE WORKSHEET:

1. Enter as a positive number your NOL deduction for the NOL year entered above fr om line 21 (Form
0 )

2. Enter your taxable income without the NOL deduction for the NOL year entered ab ove or later years.
LS5 (1 w1 o T T T

. Enter as a positive number any net capital loss deduction online 13, Form1040 .......................
. Enter any adjustments to your adjusted gross income. (See instructions.)............ccoovveviiiieenan.
. Enter any adjustments to your itemized deductions from line 30 or line 44 below . (See instructions.)

. Enter your deduction for personal exemptions from line 36 (FOrm 1040)...........coviiieeviinnennnns

. Modified taxable income. Combine lines 2 through 6 and enter the result (but not less than zero) ...

o N o 0o A~ W

. NOL carryover to 1995. Subtract line 7 from line 1 and enter the result (but not less than zero).......

ADJUSTMENTS TO ITEMIZED DEDUCTIONS (Individuals Only).

9. Enter your adjusted gross income without the NOL deduction for the NOL year ent ered above or later
YEAIS. (S INSITUCTIONS.) ettt ettt e e e ettt et ettt et e ettt e e e e e eaeeeaee os

10. CombineliNeS 3 and 4 AaDOVE ... ...ttt e e e

11. Modified adjusted gross income. Combinelines9and10above. ..............ccovviiiiii ..,

ADJUSTMENT TO MEDICAL EXPENSES:

12. Enter your medical expenses from Schedule A (Form 1040), line 1 .........cooiiiiiiiiiiiiiiiaiiiiaans
R TV 1o Y g U= I Y20 4TS
14. Subtract line 13 from line 12 and enter the result (but notlessthanzero) ...............coooviiiiiit
15. Enter your medical expenses from Schedule A (Form 1040),line 4 ........cooviiiiiiiiiiii e

16. Subtract line 14 from lINE 15, ... i e e e et e e e

ADJUSTMENT TO CHARITABLE CONTRIBUTIONS:

17. Refigure your charitable contributions deduction using line 11 above as your ad justed gross income.
(SIS (U o1 o] 0 I

18. Enter your charitable contributions deduction from Schedule A (Form 1040),line18...................
19. Subtractline 17 from lINe L8, .. ... ettt

ADJUSTMENT TO CASUALTY AND THEFT LOSSES:

20. Enter your casualty and theft losses from FOrm 4684, liN€ 16 ...........ccovviiiiiiiiiiiiiiiiiiinnnn.
21, MUIIPIY TIN@ L1 DY .10 ettt ettt et ettt et et e et e s
22. Subtract line 21 from line 20 and enter the result (but not lessthanzero) ...t
23. Enter your casualty and theft losses from FOrm 4684, liNe 18 ...........cooiiiiiiiii it

24, Subtract line 22 from NG 23, .. i e e e e e e e

ADJUSTMENT TO MISCELLANEOUS DEDUCTIONS:

25. Enter your miscellaneous itemized deductions from Schedule A (Form 1040),line23 .................
26. MUIIPIY [INE 1L DY .02, .ttt et ettt ettt ettt e s
27. Subtractline 26 from lINE 25. ... ... . e
28. Enter your miscellaneous itemized deductions from Schedule A (Form 1040),line26 .................

29. Subtract line 27 from NG 28. ... o i e e e e e e

TENTATIVE TOTAL ADJUSTMENT:

30. Combine lines 16, 19, 24, and 29. Ifline 11 is $111,800 or less ($55,900 or | ess if married filing
separately), enter the amount from this line on line 5 above and stop here. Ot herwise, complete lines
BLANrOUGN 44 o e
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Table 1. (Continued)

31.
32.
33.
34.
35.

36.
37.
38.
39.
40.
41.
42.
43.
44.

ADJUSTMENT TO OVERALL ITEMIZED DEDUCTIONS LIMIT:

Add INES 14, 17, 22, AN 27. .ot et e e e e e
Add lines 9, 14, 27, and 28 of Schedule A (FOrm 1040). .........coiiiiiiiiiii i
Combine lINES 3L AN B2, ...ttt et e it
AdA INES 14 AaNd 22. ... e e e

Add any gambling losses included on line 28 of Schedule A (Form 1040) to line 13,
SCNEAUIE A e e

Add INES 34 AaNd 35, ...t e
Subtract ine 36 from N 33, ... . oo e
MUILIPIY [IN€ 37 DY .80, .ttt et
Subtract $111,800 ($55,900 if married filing separately) from the amountonline 11. .......
MUILIPly [IN@ B9 DY L03. . e
Enterthe smaller of iNne 38 0rliNe 40 ..o i
Subtract iNe 4L from lINE B3, ... e e s
Enter the amount from line 29 of Schedule A (FOrm 1040) ..........c.cvviiiiiiiiiiiiieienn.
Subtract line 42 from line 43. Enterhereandonline5............oooiiii i
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Table 2. Worksheet for Figuring a Corporation’s NOL Carryover

See the instructions under Corporations.

PARTI
A. Carryback or carryforward year—Enter the year from which the NOL isbeingcarried..................
B. NOL year—Enter the year in which the NOL occurred (the loss year). If the cor poration has more than
one NOL, See the INSITUCHIONS . ..o e
C. NOL amount—Enter the amount of year B's NOL that was carriedtoyear A ................coovvvnnnn.
D. If more than one NOL was carried to year A, enter the total of all—
1. Carryovers of NOLs that preceded bothyears Aand B ...........cooiiiiiiiii e
2. Carrybacks of NOLs thatpreceded Year B .........couiiiiiiiiiiiii i
PART II
1. Taxable income for year A before the NOL deduction and special deductions:
a. Enter the amount from line 28, Form 1120 (line 24, FOrm 1120-A).......ooiiiiiiiiiiiiiiiiiiaaaaenns
b. If year A is a carryforward year, enter the amount from line 19, Form 1120 o r Form 1120-A.
OheIWISE, ENTET ZEIO ... ...ttt ettt ettt ettt ettt et ee e
C.Subtract line Ib from iNE La. ......ooiii i
2. Enterthe amountfrom line DL of Part ... e
3. Subtract N 2 fromM lINE LC. . ... ...t .
4. Ifyear Ais a carryforward year, enter the deduction for charitable contributi ons figured by using the
amount on line 3 as taxable income. Otherwise, eNter Zero ..............oovviiiiiiiiiiiiiiiiiiaaaaaann.
5. Enter the amount from liN€@ D2 0f PART | ...ttt
6. Dividends received deduction:
a. Subtract iNe 4 from lINE LC . ... e
b. Dividends received deduction figured by using the amount on line 6a as taxab le income............
7. ADd INES 4,5, @Nd BB .. ...t e e
8. Modified taxable income—Subtract line 7 from line 3. (If line 7 is more than | ine 3, enter zero.) ........
9. Carryover—Subtract line 8 from line C, PART | ... .o
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