
Your Due Diligence 
Requirements – 

 
What’s New for you in 2017 



You will have an understanding of:  
• Expanded paid preparer due diligence 

requirements   

• Increased impact on you and your tax 
practice 

Objectives 



• Expanded due diligence now includes 
– Child Tax Credit 
– American Opportunity Tax Credit 

• Unchanged for  EITC due diligence 
requirements 

• Effective for tax years after 12/31/2015 

Path Act and Due Diligence 



IRC §6695(g) due diligence requirements 

1. Complete and submit Form 8867 

2. Complete and keep all worksheets used to 
compute the credit 

3. Apply the knowledge requirement 

4. Keep records 

Due Diligence Requirements 



• Overview of what is required for due diligence 
 

Video placeholder 1 



• Complete Form 8867 thoroughly for 
ALL returns claiming EITC, CTC or 
AOTC 

• Submit Form 8867 with EVERY e-file or 
paper  return claiming EITC, CTC or 
AOTC  

• Keep a copy for your records 

Form 8867 



Form 8867 



Form 8867 



Complete and keep: 
• EITC worksheet from 1040, 1040A or 

1040EZ instructions  

• CTC worksheets from 1040 or 1040A 
instructions 

• AOTC worksheet from the Form 8863 
instructions 

Refundable Credit Worksheets 



It’s not just about knowing the law, it’s 

• Applying a common sense standard 

• Using information you know 

• Determining what questions you need to ask  

Knowledge Requirement 



• EITC, CTC/ACTC and AOTC Due Diligence 
Knowledge 
 
 

Video Placeholder 2 



Keep paper or electronic records of: 

• Form 8867 

• All applicable worksheets for credits claimed 

• How, when and who provided credit eligibility information 

• Any client documents you relied on to determine eligibility 
or compute credit 

• Additional inquiries you made to meet the knowledge 
requirement and your client’s responses 

Recordkeeping 



For 3 years from the later of:  

• Due date of the return or 

• Date the return was e-filed or 

• Date the taxpayer signed the return or 

• Date you gave the part you prepared to the 
signing preparer 

Safeguard and Keep Records  



• Not meeting knowledge requirement 

• Not keeping records 

• Not completing and submitting Form 8867 

• Using “Do it Yourself” software 

Common Due Diligence Errors 



• Paid preparers 

• Employers of Paid Preparers 

Stackable Due Diligence 
Penalties 



• Review current or develop new office procedures 

• Instruct your employees on procedures and 
expectations  

• Conduct due diligence training annually 

• Test your employees knowledge  

• Perform recurring quality review checks 

Protect Yourself as an Employer 



• Accuracy and fraud penalties 

• Recertification 

• Two and ten year bans  

Impact on Your Clients 



• Due Diligence steps and/or treaments 
 

Video placeholder 3  



• Sending educational and warning alerts or letters 
• Visiting preparers  
• Conducting due diligence audits 
• Auditing client returns 
• Barring preparers who prepare highly questionable 

returns 
• Issuing penalty notices for missing Forms 8867 

Due Diligence Preparer Compliance 
Treatments 



• Know the law and apply your knowledge  
 
• Ask all the right questions 
 
• Get all the facts 
 
• Document as you go 
 
• Keep records 

 Due Diligence Must Do’s 



Send Your Due Diligence Questions 
eitc.program@irs.gov 

 
Visit EITC Central 

eitc.irs.gov 

IRS Help 
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