does your business need to file form 720

does your business need to file form 720 is a question many business owners may find
themselves asking, especially those who are navigating the complexities of tax regulations.
Form 720, also known as the Quarterly Federal Excise Tax Return, is a critical document for
certain businesses that deal with specific goods, services, and activities subject to federal
excise taxes. Understanding whether your business needs to file this form, the implications
of filing, and the types of taxes involved can help you maintain compliance and avoid
potential penalties. This article will explore what Form 720 is, who is required to file it, the
types of taxes it covers, the filing process, and the consequences of failing to file.
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What is Form 720?

Form 720 is the official document used by businesses to report and pay federal excise
taxes on certain goods and services. The Internal Revenue Service (IRS) requires this form
to be filed quarterly. Businesses that manufacture, sell, or import products that are subject
to excise tax must use Form 720 to report these taxes. This form is essential for ensuring
that businesses comply with federal tax laws and fulfill their tax obligations.

The form consists of various sections that allow businesses to detail their excise tax
liabilities accurately. It includes information about the business, the types of excise taxes
owed, and the total amount due. Completing Form 720 correctly is crucial for maintaining
good standing with the IRS and avoiding any legal issues related to tax compliance.

Who Needs to File Form 720?

Not every business is required to file Form 720. Primarily, businesses that engage in
activities or transactions subject to federal excise taxes must file this form. The following
types of entities are often required to file:

e Manufacturers of certain products (e.g., alcohol, tobacco, firearms)



Importers of goods subject to excise taxes

Businesses providing specific services that incur excise taxes (e.g., air transportation
services)

Retailers who sell products that are subject to excise tax

Companies involved in the sale of certain fuels

Additionally, businesses that have incurred excise tax liability in a quarter must file Form
720, even if they do not owe any taxes for that period. It is essential for business owners to
assess their operations and determine if they are engaging in activities that necessitate the
filing of this form.

Types of Taxes Covered by Form 720

Form 720 covers a wide range of federal excise taxes, which can be grouped into several
categories. Understanding the types of taxes included in this form can help businesses
identify their filing requirements.

 Environmental Taxes: These taxes are levied on the sale of certain products that
may impact the environment, such as ozone-depleting chemicals.

e Communications Taxes: Taxes imposed on services related to communication, such
as telephone services and radio broadcasting.

e Transportation Taxes: These taxes apply to various forms of transportation,
including air travel and highway motor fuel.

¢ Alcohol and Tobacco Taxes: Significant excise taxes are imposed on the production
and sale of alcoholic beverages and tobacco products.

e Firearms and Ammunition Taxes: Taxes that apply to the sale of firearms and
ammunition, which are subject to specific regulations.

Each of these categories has specific rates and regulations associated with them, and
businesses should be aware of which taxes apply to their operations. Accurate reporting of
these taxes on Form 720 is vital for compliance and financial planning.

How to File Form 720

Filing Form 720 involves several steps that businesses must follow to ensure compliance
with IRS regulations. The process can be completed either by mailing the form or
electronically through the IRS e-file system.

The steps to file Form 720 include:



1. Gather Required Information: Collect all necessary financial information, including
sales records, tax rates for applicable excise taxes, and any previous filings.

2. Complete the Form: Fill out each section of Form 720 accurately, detailing all
relevant excise taxes owed.

3. Calculate Your Taxes: Determine the total amount of excise taxes due for the
quarter.

4. Submit the Form: File the form by the due date, which is typically the last day of the
month following the end of each quarter.

5. Make Payment: Ensure that payment for any taxes owed is submitted on time to
avoid penalties.

It is advisable for businesses to consult with a tax professional to ensure that they are
compliant with all requirements and that they accurately report any excise taxes owed.

Consequences of Not Filing Form 720

Failing to file Form 720 can result in significant consequences for businesses. The IRS
actively enforces compliance with tax laws, and neglecting to file can lead to penalties and
interest charges.

Penalties: The IRS may impose penalties for late filing or failure to file. This can vary
based on the amount of tax owed and the length of the delay.

Interest Charges: In addition to penalties, businesses may incur interest on any
unpaid taxes, which can accumulate quickly.

Legal Action: In severe cases of non-compliance, the IRS may pursue legal action,
which can lead to audits or other serious repercussions.

Damage to Business Reputation: Non-compliance can harm a business's credibility
and reputation, potentially affecting customer trust and relationships.

To avoid these consequences, it is crucial for businesses to stay informed about their filing
obligations and ensure timely submission of Form 720 whenever required.

Conclusion

Understanding whether your business needs to file Form 720 is crucial for maintaining
compliance with federal tax regulations. Businesses involved in specific industries that incur
federal excise taxes must be diligent in their reporting and filing processes to avoid
penalties and interest. By familiarizing themselves with the requirements outlined in this
article, business owners can navigate the complexities of excise tax liabilities effectively.



Proper filing of Form 720 not only safeguards against legal issues but also contributes to
the overall financial health and reputation of the business.

Q: What is the deadline for filing Form 720?

A: The deadline for filing Form 720 is the last day of the month following the end of each
quarter. For example, the deadline for the first quarter (January to March) is April 30.

Q: How often do | need to file Form 720?

A: Form 720 is filed quarterly, meaning that businesses must submit the form four times a
year if they have excise tax liabilities.

Q: What happens if | file Form 720 late?

A: If you file Form 720 late, the IRS may impose penalties for late filing, in addition to
interest on any unpaid taxes.

Q: Can | file Form 720 electronically?

A: Yes, businesses can file Form 720 electronically through the IRS e-file system, which is a
convenient option for many taxpayers.

Q: Are there exemptions for filing Form 720?

A: Certain businesses may be exempt from filing Form 720, particularly if they do not
engage in activities subject to federal excise taxes. Consulting a tax professional can help
determine your specific requirements.

Q: How can | pay my taxes owed along with Form 720?

A: Taxes owed can be paid through various methods, including electronic funds transfer,
credit or debit card payments, or by mailing a check along with the filed Form 720.

Q: What if my business has no excise tax liability for a
quarter?

A: Even if your business has no excise tax liability for a quarter, you may still be required to
file Form 720 to report that no taxes are owed.

Q: Is there assistance available for completing Form



720?

A: Yes, many tax professionals and accountants specialize in excise taxes and can assist
businesses in completing Form 720 accurately.

Q: Can | amend a previously filed Form 720?

A: Yes, if you need to correct errors on a previously filed Form 720, you can file an
amended form with the correct information.

Q: Where can | find Form 720 to file?

A: Form 720 can be obtained directly from the IRS website or through tax preparation
software that includes federal tax forms.
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