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Corporate Tax Losses

Introduction

2008 has proven to be a very challenging year for many companies. In addition to consumers
slowing their spending, and valuations of investments and inventories plummeting, corporations in
many industries are seeing their bankers increase fees and rates, while reducing their access to term
lines of credits and term loans.

These combined pressures will result in large numbers of companies experiencing operating losses
for their current fiscal years. While losses are never a good thing, there are a number of significant
benefits to be derived from a tax perspective. With proper planning, these tax benefits can be rapidly
turned into cash flow for these cash-strapped businesses.

Accelerating Refunds of Estimated Tax Payments

Corporate taxpayers who have made estimated tax payments eatrlier in the year when they were
projecting current-year profits, do not need to wait until they file their fiscal 2008 tax return to
obtain their refund of

overpaid estimated taxes. By simply filing IRS Form 4466 (Corporate Application for Quick Refund
of Overpayment of Estimated Taxes) with the Feds immediately following the tax year-end, the
overpaid estimated payments will generally be refunded early in 2009.

The taxpayer is not required to have a net operating loss (NOL) in the current year, they simply need
to show that they have sufficiently overpaid their estimates. The IRS is required to act on the refund
request within 45 days of filing and the taxpayer can still extend their time for filing, their actual
corporate tax return, up to eight and one-half months year-end.

In order to qualify for this expedited refund process, the corporation must:

e Tile Form 4466 no later than the 15th day of the third month following the fiscal year end,
and



e Have overpaid their current estimated tax by 10 percent or more of their currently estimated
tax liability for the year (minimum refund must exceed $500).

The determination of whether the taxpayer is overpaid by at least 10 percent is made by the taxpayer
based on the facts known at the time the Form 44606 is filed. If the final tax return shows a net
liability in excess of the amount projected when filing Form 4466, penalties may apply. Therefore a
detailed tax projection should be determined as soon as possible after year-end.

If a taxpayer files on a consolidated basis with other affiliates, the Form 4466 must be filed by the
common parent if the parent company deposited the estimated tax payments during the year.
However, if the affiliated members paid their estimates separately, Form 4466 must be filed by one
or more of the entities that made the overpayments. Regardless of how the consolidated group made
their overpayments, the determination of whether a 10 percent or more overpayment was made, is
made on a consolidated basis.

Source: www .CpaZbiZ.Com

Disclaimer:

This e-mail newsletter represents a general overview of tax developments and should not be relied upon without an
independent, professional analysis of how any of these provisions may apply to a specific situation. Any tax information
contained in the body of this e-mail was not intended or written to be used, and cannot be used, by the recipient for the
purpose of avoiding penalties that may be imposed under the Internal Revenue Code or applicable state or local tax law
provision.

About KNAV

KNAYV is India's first multi-national firm of accountants and business advisors with operations in India, US
and UK. We are currently expanding our operations to Canada, France & Netherlands. Our partners and
professionals are qualified in various countries including India, US, Canada, UK and Ireland allowing us to

provide you with seamless service across Asia, North America and Europe.

Atlanta | 3731 Lake Pass Lane, Suwanee GA 30024, USA T : +1770 831 3574 F: + 1678 765 2377
London | 8/9, Surbiton Business Center, 46, Victoria Road, Surbiton, London KT64JL, UK T: +44 208 390 8092 F: +44 208 390 2721
Mumbai | 101 RNA Azzure, Service Road, Bandra (E), Mumbai — 400051, India T: 91 22 2647 0044 F: 91 22 2647 0033

E: admin@knavcpa.com
W: www.knavcpa.com


mailto:admin@knavcpa.com�
http://www.knavcpa.com/�
http://rs6.net/tn.jsp?t=8bafuycab.0.0.spvrprbab.0&ts=S0390&p=http%3A%2F%2Fwww.cpa2biz.com%2F&id=preview�

