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1040 TAX DEADLINE NOW MAY 17TH!
IThe Treasury Department and Internal Revenue Service 
announced that the federal income tax filing due date 
for individuals for the 2020 tax year will be automatically 
extended from April 15, 2021, to May 17, 2021. The IRS 
will be providing formal guidance in the coming days.

“This continues to be a tough time for many people, 
and the IRS wants to continue to do everything 
possible to help taxpayers navigate the unusual 
circumstances related to the pandemic, while 
also working on important tax administration 
responsibilities,” said IRS Commissioner Chuck 
Rettig. “Even with the new deadline, we urge 
taxpayers to consider filing as soon as possible, 
especially those who are owed refunds. Filing 
electronically with direct deposit is the quickest way 
to get refunds, and it can help some taxpayers more 
quickly receive any remaining stimulus payments they 
may be entitled to.” - IRS Website

Individual taxpayers can also postpone federal income 
tax payments for the 2020 tax year due on April 15, 
2021, to May 17, 2021, without penalties and interest, 
regardless of the amount owed. This postponement 
applies to individual taxpayers, including individuals 
who pay self-employment tax. Penalties, interest and 
additions to tax will begin to accrue on any remaining 
unpaid balances as of May 17, 2021. Individual 
taxpayers will automatically avoid interest and penalties 
on the taxes paid by May 17.

COLORADO STATE TAX DEADLINE ALSO EXTENDED
The individual income tax payment and filing deadline 
has been extended by 32 days to May 17, 2021, 
without penalties and interest, regardless of the amount 
owed. This extension will be similar to the Internal 
Revenue Service (IRS) extension. 

Individuals will have the option to pay any 2020 income 
tax payments that would normally be due on April 15, 
2021, by May 17, 2021, without penalty or interest. This 
extension applies to money owed by individual taxpayers 
only for the 2020 income tax year. 

Individual taxpayers do not need to file any forms or call 
the Colorado Department of Revenue to qualify for this 
automatic state tax payment relief. Individual taxpayers 
who need additional time to file beyond the May 17 
deadline are automatically granted a filing extension until 
Oct. 15, but that does not grant an extension of time 
to pay taxes due. Individual taxpayers should pay their 
state income tax due by May 17, 2021, to avoid interest 
and penalties.

TAX DEADLINE EXTENDED FOR INDIVIDUALS!!
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Want to knoW More?
Call Us WItH QUestIons!

The question of how to distribute net profits before year’s end for an S corporation is an important one if you are 
involved in such a business. But before discussing such issues as S corp. profit distribution, S corp. distributions 
questions, S corp. distribution rules and S corp. shareholder distribution, it’s important to define precisely what 
an S corporation is: An S corporation is a pass-through business. That means this kind of company pays no 
taxes. Instead, the firm’s owners, generally called shareholders, pay all taxes, as well as penalties.

How to take a Distribution From an s Corporation

Jason Watson – author of, Taxpayer’s Comprehensive Guide to LLCs and S Corps: 2019 Edition, and 
managing partner of the Watson CPA Group, a Colorado Springs-based business consulting and tax 
preparation firm that serves clients in California, Nevada, Colorado, Texas, the Midwest, Florida and New 
England – notes that there are four ways to take a distribution from an S. corp.:

•	 A reasonable S corp. salary: A shareholder would draw a salary that, as the name implies, would 
be considered reasonable. For example, if the S corporation makes $100,000 net business income 
after expenses and deductions, a reasonable S corporation shareholder salary might be $45,000, 
notes Watson.

•	 Shareholder distributions: This is an S corp. dividend, or cash, that a shareholder takes out of 
the S corp. in the form of  what are called “shareholder distributions,” “dividends” or “owner draws,” 
notes Watson.

•	     Self-rental: These are  S corp. dividends that a shareholder would pay or be paid for for things 
other than a home or office.

•	     Reimbursements: These include such items as health-care costs, expenses and educational 
assistance.

s Corp net proFIt DIstrIbUtIon

Under Sec. 1368, an S corporation’s distribution of cash or property may give rise to three possible 
tax consequences to the recipient shareholder: a tax-free reduction of the shareholder’s basis in the 
corporation’s stock, 1 a taxable dividend, 2 or gain from the sale of the stock (generally resulting in 
capital gain). 3 these options are not mutually exclusive; a single distribution may result in two or 
even all three of those consequences.

The hallmark of subchapter C is the concept of “double taxation.” When a C corporation earns taxable 
income, the income is taxed at the corporate level. When the corporation subsequently distributes that 
income, the distribution is generally taxed to the shareholder as a dividend. 4 Thus, the same dollars of 
income the corporation earned are taxed twice, once at the entity level and again at the shareholder level.

s corporations, however, are generally subject to a single level of taxation. When an S  corporation 
generates income, that income is typically not taxed at the entity level; 5 rather, the income is allocated 
among the shareholders, who report and pay tax on their share of the S corporation’s income on their 
individual income tax returns. When the S  corporation subsequently distributes that income, under the 
single level of taxation specific to S corporations, the distribution is not taxed a second time. 
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•	 May 17, 2021: Deadline to file individual tax 
returns (Form 1040) for the tax year 2020 or to 
request an automatic extension (Form 4868) for 
an extra six months to file your return, and for 
payment of any tax due

•	 May 17, 2021: Deadline for household employers 
who paid $2,200 or more in wages in 2020 to file 
schedule H for Form 1040

•	 april 15, 2021: Deadline for first-quarter 
estimated tax payments for the 2021 tax year

•	 May 10, 2021: Deadline for employees who earned 
more than $20 in tip income in April 2021 to report 
this income to their employers

•	 June 10, 2021: Deadline for employees who earned 
more than $20 in tip income in May 2021 to report 
this income to their employers

•	 June 15, 2021: Deadline for second-quarter 
estimated tax payments for the 2021 tax year

•	 June 15, 2021: Deadline for U.S. citizens living 
abroad to file individual tax returns or file Form 4868 
for an automatic four-month extension

•	 July 12, 2021: Deadline for employees who earned 
more than $20 in tip income in June 2021 to report 
this income to their employers

•	 Aug. 10, 2021: Deadline for employees who earned 
more than $20 in tip income in July 2021 to report 
this income to their employers

•	 Sept. 10, 2021: Deadline for employees who earned 
more than $20 in tip income in August 2021 to 
report this income to their employers

•	 Sept. 15, 2021: Deadline for third-quarter estimated 
tax payments for the 2021 tax year

•	 Sept. 15, 2021: Final deadline to file partnership and 
S corporation tax returns for tax year 2020, if an 

extension was requested (Forms 1065 and 1120-S).
•	 Oct. 12, 2021: Deadline for employees who earned 

more than $20 in tip income in September 2021 to 
report this income to their employers

•	 Oct. 15, 2021: Final extended deadline to file 
individual and corporate tax returns for the year 2020 
(Form 1040 and Form 1120).

•	 Oct. 15, 2021: Deadline for taxpayers who earned 
$69,000 or less in adjusted gross income (AGI) for 
tax year 2020 to use Free File to prepare and file their 
returns

•	 Nov. 10, 2021: Deadline for employees who earned 
more than $20 in tip income in October 2021 to 
report this income to their employers

•	 Dec. 10, 2021: Deadline for employees who earned 
more than $20 in tip income in November 2021 to 
report this income to their employers

Updates and reminders for 2021
•	 Form 1040-SR 

This is the U.S. Tax Return for Seniors, introduced in 
2020. For clients aged 65 or older, they can use this 
form that generally mirrors Form 1040.

•	 Forms 1040A and 1040-EZ 
Neither of these forms have been available since 
2019. Instead, individuals must file either form 1040 
or 1040-SR.

Upcoming 2021 Deadlines

tax extensIons
•	 An extension will give you six more months to 

file your tax paperwork. You must apply for a tax 
extension no later than your typical tax deadline:

•	 Sole proprietorships and single-owner LLCs must 
apply for an extension by April 15, 2021, which 
extends their tax-filing deadline to October 15, 
2021.

•	 Partnerships and S Corporations must apply 
by April 15, 2021, which extends their tax-filing 
deadline to September 15, 2021.
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Colorado’s COVID 19 restrictions are easing in certain areas. As 
more people receive their vaccinations, you can expect those 
restrictions to ease further. Counties with Level Yellow and above 
still require masks in public settings.

Like the flu vaccine, it is still possible to get sick from Covid 
after receiving your vaccination, but the vaccine is showing high 
efficacy in reducing severe cases and symptoms. 

For now, if you’ve been fully vaccinated:

    You should still take steps to protect yourself and others in many situations, like wearing a mask, staying at least 
6 feet apart from others, and avoiding crowds and poorly ventilated spaces. Take these precautions whenever you 
are:
•	 In public
•	 Gathering with unvaccinated people from more than one other household
•	 Visiting with an unvaccinated person who is at increased risk of severe illness or death from COVID-19 or               

who lives with a person at increased risk
•	  If you travel, you should still take steps to protect yourself and others. You will still be required to wear a                 

mask on planes, buses, trains, and other forms of public transportation traveling into, within, or out of the United 
States, and in U.S. transportation hubs such as airports and stations. Fully vaccinated international travelers 
arriving in the United States are still required to get tested within 3 days of their flight (or show documentation of 
recovery from COVID-19 in the past 3 months) and should still get tested 3-5 days after their trip.

•	 You should still watch out for symptoms of COVID-19, especially if you’ve been around someone who is sick. If 
you have symptoms of COVID-19, you should get tested and stay home and away from others.


