Tax Tricks & Tips,

By Michele Pisacano, CPA

Over the last few weeks, we’ve discussed who should file and which form to file, so its time to answer the next logical question: when to file.  Everyone’s familiar with the dreaded April 15 date, and the image of long lines at the post office and last minute stress.  But, are you aware of the rights and obligations you have if you choose to extend the filing of your return?

Every individual tax payer has the choice to file 2 extensions.  By submitting Form 4868 prior to April 15th, you are able to file for an automatic 4-month extension, therefore allowing you to wait until August 15th to file your taxes.  A second extension may be filed using Form 2688 prior to August 15th, which will allow for an additional 2-month, extending the due date to October 15th.

A very important point to remember: filing an extension does not relieve you of your obligation to pay any taxes due for the prior year as of April 15.  When filing an extension, you will need to estimate your income and deductions for the prior year and calculate any taxes due as of year end, then submit any taxes owed along with your extension form.  If you file an extension and fail to pay the taxes owed, you will still be liable for interest and penalties on that amount.  The flip side is that if you are owed a refund, the government has no obligation to refund your taxes until you file your official tax return.

These 2 scenarios require the taxpayer to think of their motivation for filing an extension.  If you are filing an extension to delay paying your taxes, the extension does not allow you to postpone payment.  If you are filing an extension to allow yourself more time to prepare your taxes, remember that you still have to estimate your income and deductions, and often times the work involved is no less then preparing your taxes in the first place.  Of course, there are many good reasons for filing extensions, but it is important to be aware of the parameters before you make the decision to extend.

Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information and resources, or to submit questions for future columns, please visit www.cpamichele.com. 

