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Failure to Meet Time Deadlines 
 
The preparation of tax returns requires accountants and 
enrolled agents to comply with strict federal, state and 
local deadlines including the filing for extensions. A 
missed deadline for an extension is more likely to occur 
during the heavy tax season when an office is 
understaffed, overworked and devoid of any procedure 
for addressing deadlines. The failure to meet a deadline 
has the potential to result in a small, medium or large 
claim against an accounting firm as well as the loss of a 
customer and future profits. The installation and 
diligent use of a computerized management program 
that alerts the accountant, enrolled agent or a staff 
member to impending deadlines is an imperative risk 
management tool for preventing a claim from occurring.  
However, a computerized calendar system is only good 
as the information that is inputted into it.  Therefore, it 
is equally important to have a policy in place to ensure 
for the timely transmittal of information into the 
computerized calendar system. 
 
According to Travelers claim data, between 2009 and 
2018, the average severity for the top 25% of claims 
where the cause of loss was failure to meet time 
deadline, was almost $50,000.  The average severity for 
the top 10% of claims was over $105,000. 
 
For the same time period and same cause of loss, of all 
claims made against accountants, almost 79% were 
related to the preparation or filing of tax returns. 
 
Consider this example in which a local law firm 
retained a small accounting firm to prepare the 
law firm’s federal and state corporate tax 
returns.  The law firm was owned and operated 

by a solo law practitioner and was very 
successful, grossing approximately two million 
annually over the past fifteen years.  An 
executed engagement letter was in place and 
limited the accounting firm’s scope of services 
to the preparation of federal and state tax 
returns for the 2015 tax year.   
 
The law firm’s corporate tax return was due on 
March 15, 2016.  Unfortunately, the accountant 
failed to file the return by March 15, 2016, and 
missed the deadline for filing for an extension.  
The accountant reported the error to his 
insurance carrier once he realized that the 
deadlines had been missed.  The accountant 
filed a request for an abatement which was 
rejected by the Internal Revenue Service.  The 
proposed corporate tax return indicated the 
client had intended to make a $100,000 
contribution to his 401K retirement plan.  Due 
to the late filing, the client was unable to make 
this 401K contribution and the client did not 
receive the corresponding deduction.  Previous 
tax returns showed that the client had made 
significant annual contributions to his 401K 
plan.  The client sought penalties and interest 
from his accountant and sought to be 
compensated for the lost value of his 
anticipated 401K contribution.  
 
The accountant responded that the client’s file 
had simply fallen through the cracks due to a 
particularly busy tax season.  The accountant 
had scribbled the deadline to file the extension 
on a sticky note taped to the client’s file and 
intended to provide the file to an administrative 
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assistant to enter the extension deadline on the 
firm’s computerized calendar system.  
Unfortunately, this did not happen and the 
deadline for the extension was never entered 
into the accounting firm’s computer calendar 
system.  Consequently, the corporate tax return 
was filed late.  In fact, the corporate tax return 
was only filed after the client had contacted the 
accountant to request a copy of his tax return. 
 
The accounting firm’s defense attorney agreed 
upon many of the values used to calculate the 
client’s damages.  However, the parties did not 
agree on the rate of return to be applied to the 
client’s potential investment of $100,000 into 
the client’s non-taxable 401K retirement plan.  
The defense attorney proposed a 4% rate of 
return. In stark contrast, the client proposed a 
rate of 12%, based upon the 11% return his 
investment portfolio had yielded over the last 
15 years.  Two years later, the claim ultimately 
settled for $250,000, once the parties agreed to 
apply a 9% rate of return to the client’s lost 
investment.  
 
What could the accountant have done 
differently?  

 Delegate late filings to another employee:  
Particularly during tax season, a dedicated 
and trained staff member could be tasked 
with handling all requests for extensions.  
That staff member might be responsible for 
calendaring deadlines into a computer 
management system used for filing 
extensions.  In the event the dedicated staff 
member is out of the office, a back-up staff 
member could be charged with the same 
responsibilities. 

 Print out a weekly list of impending 
deadlines for each accountant:  Delegate 
this task to an administrative staff member 
who could be responsible for providing the 

list to the responsible accountant/enrolled 
agent. Calendar those deadlines for timely 
completion and/or follow-up. 

 High Income Returns:  An error on a tax 
return reflecting a higher income is more 
likely to result in higher damages.  Assign 
one accountant to handle more significant 
accounts.  

 Working beyond the Firm’s Capacity:  
Accountants should be highly cognizant of 
deadlines and their impact on the 
preparation and filing of tax returns.  This 
includes staying within the firm’s capacity 
as well as having a simple but well-tested 
plan which ensures deadlines are 
established, calendared and met as a 
matter of standard firm practice.  If 
possible, plan for a second accountant to 
review any returns prior to filing.  
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