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Present law requires the losses from the most recent taxable year be used first to reduce net income in the current tax filing
claiming an NOL deduction (NOL deductions can be carried forward for 20 years). Current law was enacted by Act 24 (HB
116) of 2016 ES1, and reversed the order of NOL claim from the earliest year of NOL available to the most recent year
available.

Proposed law changes the order of NOL use back to the earliest taxable year of availability (as it was prior to the 2016 law
change).

 Effective upon governor's signature, and applicable to all tax years beginning on and after January 1, 2020.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

Current law allows net operating losses from as far back as twenty years ago to be deducted from net income on a current
tax return. This reduces current taxable income, tax liabilities, and tax receipts. Current law also requires that the newest
losses be deducted from current net income first. This works to reduce the utilization of the entire stock of available losses
over time as some of the oldest losses are likely to expire without being utilized.

This bill will require that the oldest losses be utilized first, and works to maximize utilization of the total stock of available
loses over time, as the newest losses have longer to expire before having to be utilized. The bill can only work to increase
NOL deduction use resulting in lower state tax revenues, although specific estimates of additional revenue loss in specific
years is not possible to determine. The first possible effect is tax year 2020 returns, with filing typically beginning in FY21.

The Dept. of Revenue indicates that it does not have data indicating what prior years outstanding NOLs are attributable to,
and only has data indicating that returns received during FY2017-2018 (typically for three prior tax years 2015, 2016, and
2017 in this case), reported a stock of NOL deduction available for use of $80.914 billion, although returns with positive net
income reported $23.135 billion of available NOL and actually claimed $1.875 billion of NOL deduction.
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