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Technology Problems?
(the moderator is speaking now)

* Audio is available through your computer only.
There is no call in number.
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This Webinar Will Focus On:

® Tax Cuts and Jobs Act credits due diligence
requirements

Tax identification number requirements for
CTC/ACTC/ODC and head of household filing
status

Client’s tax return preparation-when to ask for
documents

IRS Due Diligence and compliance activities

Tax Preparers Resources

Tax Cuts and Jobs Act Highlights

Eliminated personal and

dependent exemption
deductions

Increased CTC and
refundable ACTC amounts,
increased AGI limits

Required Social Security
number for CTC/ACTC
qualifying children

Created Credit for Other
Dependents — ODC




Child Tax Credit Social Security
Number Requirement

Can claim for CTC/ACTC

Cannot claim for CTC/ACTC
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CTC/ACTC Qualifying Child
Requirements

Relationship
* Age

* Residency

® Support

¢ Joint return

* Dependent

¢ Citizenship

CTC/ACTC
Citizenship Requirements

The child must be:
* U.S. Citizen or U.S. National
OR

* U.S. Resident Alien — Green Card or meets
Substantial Presence Test




Polling Question

Can the client claim the Child Tax Credit for'a
child who is a non-U.S. citizen living in the U.S.?

a. Yes, the child is a U.S. resident
. No, the child is not a U.S. citizen

C. It depends on the client’s tax identification
number

d.Bothaandc

(on

Credit for Other Dependents (ODC)

Examples of a qualifying
person for ODC...

* Dependent child
over age 16

* Dependent child or
relative with ITIN or
ATIN

* Dependent relative —
including client’s parent

Credit for Other Dependents —
cont’d

Citizenship and Tax Identification Number
Requirements

The dependent must be a:

=U.S. Citizen
=.S. National
or

=J.S. Resident Alien — Green Card or
Substantial Presence Test




Credit for Other Dependents —
cont’d

Citizenship and Tax Identification Number
Requirements

In addition, the dependent must have a:

BSSN, ITIN or ATIN issued on or before
return due date, including extensions

Polling Question

an the client claim ODC for a sister, who
is a dependent with an ITIN, lives in
Canada, and is a Canadian citizen?

a. Yes, the sister has ITIN

. Yes, the sister lives in Canada

(2

C. No, the sister is not a U.S. Citizen, National or
Resident Alien

d. Bothaandb

CTC/ACTC/ODC

Taxpayer Identification Number & Citizenship Requirements

Dependent for Dependent for
CTCIACTC onc

SSN o SSN, ITIN or ATIN

Valid for employment | Issued on or before return due date (including|

Issued before return due date (it

Must be either:
« U.S. Citizen
« U.S. National
or
* U.S. Resident Alien




[T
Head of Household Requirements

our ust:
* Be unmarried or considered

unmarried at the end of the year
and

Pay over half the cost of keeping up | '

* Ahome in which the client lived
with qualifying person or

* A home for a dependent parent

(can include a parent living in a

separate home in the U.S.,

Canada, Mexico or abroad)

[
Dependent & HOH Requirements
U.S. Citizen, U.S. National, U.S. Resident or..

Polling Question

Can the client living in New York claim Head of
Household status with a dependent parent who
lives in Guatemala?

No, the parent doesn't live with the client

No, the parent doesn't live in Canada or Mexico
No, because the parent is not living in the U.S.
It depends whether the parent is a U.S.

Citizen or National

R




Citizenship Requirements
CTC/ACTC/ODC & HOH

Dependent for

U.S. Resident Alien

or
.

U.S. Resident Alien

or
o

Dependent for Dependent for HOH Filing Status
CTC/IACTC obc
Must be either: Must be either: Must be either:
U.S. Citi;
us N'a"i’:r"'al - U.S.Citizen *  U.s. Citizen
or - o U.S. National *  U.S. National

Resident of U.S., Canada or
Mexico

Most Important Points: TCJA ’

-
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The Tax
Eligible child for : Preparer Toolkit
4 Credit for Other
thehga'ecﬂl;réust returns need Form Dependents Otf::{si;ree
required Social 8867 to meet Due (ODC) can have webina?é
qSeourity DiIi_gence an ITIN, can be publicatioﬁs
number Requirements over age 16 and other
resources
< N
A A 1)

Polling Question

Can the client claim Credit for Other Dependents
for his parent who is a dependent, has a TIN and

lives in Japan?

or the U.S.

. Yes, the parent is a qualifying relative
. Yes, the parent’s residency is not an issue
No, the parent must reside in Canada, Mexico

It depends on the parent’s TIN




IRS Due Diligence Compliance
F -

* Due Diligence Overview and Common Errors

* When to Document

* Educational Letters

* Education Calls

* Knock and Talk Visits
* Office Exam

* Correspondence Exam

Due Diligence Requirements
Review

Ask all the || COMPUte || oo o || Complete

; the credits - and
uestons || asedon || (SIS | submit
a the facts Form 8867

Due Diligence Most Common
Errors

Failing to meet
the knowledge
requirement

Failing to keep
records and
documentation




Form 8867 & Penalties

When are Client
Documents Needed?

Request documentation when
additional information is
needed to verify a claim for:

* EITC

* CTC/ACTC
* ODC, or

* AOTC

Be sure to keep a paper or electronic copy

Polling Question

Should a paid tax preparer require documentation
if the client is a grandparent claiming Earned
Income Tax Credit for her qualifying grandchild?

a. Yes, documentation is always required

b. No, if responses to probing questions are
documented and appear to be correct, consistent
and complete

c. No, if the grandparent has or can get the supporting
documents if requested by IRS

W d. Bothbandc




Contact Methods

Department of the Treasury
Internal Revenue Service

Wage & Investment NDCIEITC
RS 1201 orth Mitsbishi Motorway
Bloomiagion, IL 61705

Prapase 10 nund

You may not have met your due diligonce req

o [Name]

o ‘you aware of the d

foe paid preparer

Jrou peepared tax year 2017 returas that claimed f loast one of the crodits listed below. Oue review of thy
etuens indicates you may not s

diligence requiremees

+ Earoed locome Tax Credit
+ Child Tax Credit (CTC)

+ Additional Child Tax Credit (ACTC)

+ American Oppormunity Tax Credit (AOTC)

aid prepares:

Iy it al éue diligence requirements. Failore to do so can result in a penalty of $520
o tax setarms filed ia 2019, The failurs can. also posult i ac

il it the suspension of lemmination of
ling privileges, of a referral o the IRS's Crini 0

i

Letter 5025 — You may not have
met due diligence requirements

Department of the Treasury oue

Internal Revenue Service [

Wage & Investment NDCIEITC Contactamal e .
TRS 1201 orth Mitsubishi Motorweay [R————"

Blooaington, IL 61705

Propares 10 st

You may not have met

e due dilizes

ear [Name]:

We're writing 1o make you awa

of the due

we

ST,
gence requitements for paid prep

Vou prepared tax year 201

eetuens that claimed at least one of the credits listed below. Oue review of these T
erurms indicates yo

not have met your due diligence requirements.
+ Earned Income Tax Credit (EITC)

« Child Tax Credit (CTC)

L
+ Additional Child Tax Credit (ACTC)

* Amesican Opportunity Tax Credit (AOTC)

aid preparers

wst comply with all due diligence requirements. Failure to do
er failure for tax returns filed ia 2019. The failure can also result i an au
- filing privileges ral o the IRS's Criminal Investi

can result in a penalty of $320
dit, the suspeasion or termination of

Letter 4858 - Alert to

Department of the Treasury

[
Internar Revenue Service e
w 9 e
IRS ¥oline e .
1201 Nerth Mitsabish Metormay o e
Leitos

Youmay not have mat your due diligencs requirements
Dz [azma]

wth nformation sbout e
You prepared tax year 2018 returs o

o s st o sy 0t Bave el 5 ous due diligence sequnteaeats
« Hasd of Houssbold (HoH) filing statas
« Bamed Income Tax Credit (EITC)
« American Opportuaity Tax Credit (AOTC)
= Child Tax Crodit (€TC)
« Additional Child Tax Credit (ACTC)
* Cradst fox Otber Depandents (ODC)

Tax Cuts 3nd Jobs coents fle
25 Hot 2018 petums, ‘ode Section 6693(z). Failare 1o be dilizent
in determining eligibility for cortain tax bemefits, applies 1 paid preparers of returns and claims for refund
claiming HoH! filing starus. The Tax Cuts and Jobs A to provide 2
credit o tan 18 through 2025. This

cTc

below. Our

For e benetits

Latier 4858 (Rev. 32018}

y tan
the CTC alis apply 1o the ODC

Failure to 4o 50 can revah in 3 penalty of $530
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Letter 5364 - Missing Form 8867

Department of the Treasury

Internal Revenue Service ne;&mms

Wage & nvestment NDC/EITC Contac by s man
RS 1201 . tsutists Motorweay " s gov

Bloomngton, IL 61705 Prepars 10 Norner

549503, you mustictude
oot i
Missing Forms 8367 Alert

Deat (eater N
We're writing fo make you aware of due diligence requirements for paid because we received two or

preparers
more tax year 2018 paper retums you prepared claiming ot least one of the benefits isted below without a
Form 8367, Paid Preparer's Due Diligence Checklist. We've enclosed a lst of these returns with this ltter for
Youto review

« Head of Housebold (HoH) fling status .

« Eamed Income Tax Credit (EITC) oy

~ American Opportuity Tax Credit (AOTC)

~ Child Tax Credit (CTC)

« Additional Child Tax Credit (ACTC)

- Credit for Other Dependents (ODC)

[
If you receive one of these letters...

* Don’tignore!

* Review your procedures

* Additional steps

|
Is it really the IRS?
Educational Phone Calls

* IRS caller will provide IRS ID number

IRS caller will refer to previous written
correspondence

* IRS caller will ask security questions to confirm
appropriate preparer on the line

IRS caller will provide educational information




Educational Office Visit ’

Preparer Notification

REGULATIONS
RULES - LAW
REQUIREMENTS
COMPLIANCE

| STANDARDS

TRANSPARENCY
POLICIES

Preparer Office Visit Exam

12



Exam Closing — Letter 1125

Department of the Treasury
m Infermal Revenue Servi "
IRS [Operating Division | Program Name) T O .
Form
Tox g snset
Frmessa 0 e
Contat mophcen samer:
s o
pesc| 1 W ansess the peaaky wad begia eaforeed

b b coclonc oy of cun xasminitions ot cxplainig why Wwe ans progosing & Lax rem jrcparce

by followiog the

o provied i his lter

hat ta Do If You Agree
‘you ageee to thy d ol peaalties please siga. date. and e

e copy of the enclosed Form $816, Reort of T Return Prepianer Penaty Cass, in the envelope provided Leter 1428 (Rev. £2016)
ke yous check or woacy order payable fo the United States Treasury for the acoust ndicatod on the fom oy o 1T

what you can within 30 days from receipt of this ootice and we will send
om, abou yorr peyment cptioes.

‘ou agree bt sannot pay in full,
o a bl o the revmaining amount with infe

bat 1o Da If You Dicagree

you sk it o findenga, you sy atelepba <
e persc whae i s showes v, 1 you sl do ot gree with oue g, you have the sight o recpust

coufcrcuce with our Appcals Offics. You way request aa appcals confercnce s follow:

Exam Closing —
Penalties and Next Ste

reparer Penalty Case
e

D
Report of Tax Return P

IC] IEQ =

Sooctons b Preparr s ) Enploerprpare CJser-snpopsapepaes [ Encioes posarr
Frae bt - Tesmant Ty e
TRl [ Mo
e Gom oo
Unagpees Cases
o e penaes 35 hey e 5 e e, | et B
Taapayers rama Taapagers SSHETER
= I T L T e —
== ity £ B chre | ety carseet s b e asemnent ek of
] Vi o e =
i of Propare Purly Crarged Ao

o 5816 e 220

X Uit o st 4 sl oo (G S B854
. Cndertmement cf o 1 el e rches corhoc: (1 S 6341

A Negenatg o wrsng 1A chéck 4.2 10 Mapapes (o e e
) 146G S 603501

et R Sac W)

[
Correspondence Due Diligence Exam
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Most Important Points:

* Remember to do your due diligence!

® The IRS uses various methods to contact paid
tax preparers.

® There are consequences for failing to meet
your due diligence requirements.

Paid Preparer Resources —
Tax Preparer Toolkit

* Preparer Due Diligence

* Online Due Diligence Training

* Education Training Videos

* Preparer Compliance Information

* Hot Topics Update
o www.eitc.irs.gov

Preparer Additional Resources

* IRS.gov
* Webinars
® Publications and Videos

* Contact U.S. - EITC
Program Mailbox

EITC.program@irs.gov

14
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Key Points

* Eligible child for the CTC must have the
required Social Security Number

* Head of Household returns need Form 8867 to
meet Due Diligence Requirements

* Credit for Other Dependents (ODC) can have
an ITIN and can be over age 16

® The Tax Preparer Toolkit offers free training,
webinars, publications and other resources

Key Points

* Remember to do your Due Diligence

® The IRS uses various methods to contact paid
tax preparers

* There are consequences for failing to meet
your due diligence requirements

Upcoming Webinars

* For information on future webinars,
visit IRS.gov and use keyword search
“webinars.”

* Visit the IRS Video Portal for a variety
of video and audio topics.

* www.irsvideos.gov

15
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Certificates & Continuing Education

¢ Certificates of Completion will be emailed
within the next few weeks.

* If you are eligible for Continuing Education
from the IRS, the credit will be posted in your
PTIN account.

* If you have not received your certificate
and/or credit by February 6th, please email
us:

SBSE.SL.Web.Conference.Team@IRS.gov

Thank You!
YIRS

I

16
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