
INCOME TAX

4 Tax Saving Carry-Overs from 2014
Income Tax Returns
Usually, a transaction that occurs during the tax year is re�ected on the tax return
for that particular year. For instance, if you realize a capital loss on the sale of stock in
2015, the loss o�sets tax liability on your 2015 return.
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Usually, a transaction that occurs during the tax year is re�ected on the tax return for
that particular year. For instance, if you realize a capital loss on the sale of stock in
2015, the loss offsets tax liability on your 2015 return. But that’s not always the case.

Notably, the tax law authorizes several “carryovers” in certain situations. By tracking
carryovers from past tax years for clients, you can save taxes for the current year and
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maximize those savings with astute planning. In fact, now that the 2014 tax �ling
season is over, it’s a good time to schedule a meeting to discuss the possibilities.

Here are four prime examples of when carryovers may bene�t individual taxpayers
and small business owners.

1. Capital losses. Generally, a capital loss incurred in the current year offsets capital
gains and up to $3,000 of ordinary income. But then any remaining loss is carried
over inde�nitely. Therefore, all other things being equal, you might advise a client
with a carryover loss to realize a short-term gain from the sale of securities. Say a
client in the top 39.6 percent bracket carries over a $10,000 capital loss from 2014. By
selling appreciated stock at a $10,000 gain before the end of this year, the client
potentially avoids a $3,960 tax bill.

 

2. Charitable deductions. The tax law imposes various percentage limits on
charitable deductions claimed by individuals. For instance, the maximum deduction
you may claim for gifts of appreciated property is limited to 30 percent of adjusted
gross income (AGI). If a client exceeds the 30 percent threshold, or another
charitable deduction limit, the excess is carried over but only for �ve years. Thus, a
client in this situation might realize additional income in 2015 that will be offset by
the charitable deduction amount carried over from 2014.

3. Home of�ce deductions. For small business owners who qualify under strict rules,
a home of�ce deduction may offset income from business activities. But the home
of�ce deduction is limited to your gross income from the business minus business
expenses (other than home of�ce expenses). Any excess is carried over until it is
exhausted. Keep in mind that the excess deductible amount that is carried over is
subject to the same limits in the following year.

4. Net operating losses. The rules for net operating losses (NOLs) are trickier than
the others. With a NOL, the business owner carries back the loss for two years before
it is carried forward for a period of up to 20 years. However, if it suits your client’s
purposes, you can elect to forego the carryback and go straight to the carryforward.
This might be advisable if the prior two years were low-tax years for the client and he
or she expects 2015 to be a high-tax year.

These are four common situations where your expertise can result in signi�cant tax
savings for clients. When it is appropriate, don’t wait for clients to come to you, be
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proactive. They won’t resent it if you’re saving them tax money!    

Income Tax  • Taxes

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE
Sponsors.

© 2024 Firmworks, LLC. All rights reserved

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://www.cpapracticeadvisor.com/section/income-tax/
https://www.cpapracticeadvisor.com/section/taxes/
mailto:info@cpapracticeadvisor.com

