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What to Do When You Owe the IRS 





You finish up your tax return and . . . unexpectedly find you owe money to the IRS!  But what if you don't have the money readily at hand? For taxpayers finding themselves in this situation, there are a couple of ways to still make their payment on time, according to the Arizona Society of Enrolled Agents (AzSEA). One of the most important things to do "is to file your tax return on time and to pay as much of the tax as you can," says Larry Martin, EA, president of AzSEA. 





As part of its modernization effort, IRS has made it easier for taxpayers to pay up. According to Martin, "You can now pay by credit card and then make monthly payments to the credit card company, just as you would on any debt." 





The IRS takes payment via Visa, MasterCard, the Discover Card, or American Express. Many taxpayers have found this a great way to handle an unexpected tax payment and they may even get frequent flier miles, too! Beware, there will be an additional 2.5% convenience fee paid to the credit card processor based on the amount to be paid as well as any interest incurred on your credit card. 





Alternatively, you can apply for an installment agreement from the IRS if all your required returns have been filed. You can make monthly payments by mailing in a check or by automatic withdrawal from your checking account. There is a user fee of $43 to set up the installment agreement which is billed to you after the installment agreement is approved. Just like any kind of installment payment, interest will be owed on the balance. 





To apply for an installment agreement, use Form 9465, Installment Agreement Request—which you can find on the IRS Web site (www.irs.gov) under Forms and Publications. Fill it out, enclose a check for your proposed payment amount, and send it to the IRS. Approval is granted within 30 days, but after March 31, it may take a little longer. 





"If you cannot pay your taxes with cash, credit, or an installment agreement, you may be able to participate in the IRS Offers in Compromise program," notes Martin. With this program, the IRS may accept a lesser amount due, if it involves severe economic hardship or extraordinary circumstances and if resolution of the matter would promote effective tax administration. Martin stresses, "These rules were not made so taxpayers can avoid paying tax, but were made to enable the IRS to help taxpayers who are in trouble." 





For help with your particular situation, consult an Enrolled Agent. Enrolled Agents are tax practitioners who are licensed by the U.S. Department of the Treasury to represent taxpayers before the IRS for audits, collections, and appeals. EAs provide tax preparation, tax advice, and tax planning services in addition to helping taxpayers resolve problems with the IRS.  Call the Arizona Society of Enrolled Agents' toll-free referral line at 1-866-298-2977 or log onto www.aztaxpros.org to find a qualified Enrolled Agent in your area.
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