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One Year Later...

Tax Cuts and Jobs Act (TCJA)
Due Diligence Update




¥ After This Seminar You Will Know

Iisl More About:;

Xe

= Expanded Due Diligence Requirements

= Child Tax Credit/Additional Child Tax Credit, CTC/ACTC
= Credit for Other Dependents, ODC
= Head of Household Filing Status, HOH

The Tax Preparer Toolkit and other due diligence resources
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Due Diligence Requirements Review

Ask all the Compute the Keep all Complete
right credits based required and submit
guestions on the facts records Form 8867
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Due Diligence Most Common Errors
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Failing to meet
the knowledge
requirement
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Tax Cuts and Jobs Act Highlights

No 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
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Child’s Social Security Number

Can claim for CTC/ACTC :
Cannot claim for CTC/ACTC
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Placeholder for Video
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Figuring It All Out
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Filing Status
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National,

Resident Alien
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Qualifying
Relative
(Relationship,
Support)

.
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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
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Can the client claim the CTC
for a child who 1s a U.S. citizen
living with her in Germany?

Can the client claim the CTC
for a child who is a non-U.S.
citizen living in Mexico?

Can the client claim the CTC
for a child who 1s a non-U.S.
citizen living in the U.S.?
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CTC/ACTC Quiz

ANSWER: YES, since the child is a U.S. citizen, the
child doesn’t have to be a U.S. resident to be eligible
to be claimed for the CTC.

ANSWER: NO, since the child isn’t a U.S. citizen or
national, the child would have had to be a U.S.
resident alien to be eligible to be claimed for the
CTC.

ANSWER: YES, although the child isn’t a U.S.
citizen or national, since the child is a U.S. resident
alien, the child is eligible to be claimed for the CTC.
However, make sure to also check to see whether the
child has the required SSN for the CTC. Some
children may, and some may not.
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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
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Credit for Other Dependents:

Citizenship and Tax ldentification Number Requirements

The dependent must be a:
= U.S. Citizen
= U.S. National
or
= U.S. Resident Alien
— Green Card or Substantial Presence Test

In addition, the dependent must have an:

= SSN, ITIN or ATIN issued on or before return due date,
Including extensions
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ODC Quiz

Can the client claim ODC for a
sister, who is a dependent with an
ITIN, lives in Canada, and is a
Canadian citizen? Yes/No/It
depends?

Can the client claim ODC for a
brother, who is a dependent, with an
ITIN living in New York? Yes/No/It
depends?

Can the client claim ODC for his
parent who is a dependent, has a TIN
and lives in Japan? Yes/No/It
depends?

ANSWER: No. To claim a person for the
ODC, the person must be a U.S. citizen,
national or resident alien.

ANSWER: Yes. The brother has an ITIN and is
a resident alien, residing in the U.S. (New
York).

ANSWER: It depends. Remember, to claim a
person for the ODC, the person must be a U.S.
citizen, national or resident alien.

So you must inquire to see if the parent has a
SSN or ITIN
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CTC/ACTC/ODC
Taxpayer ldentification Number & Citizenship

Requirements

CTC/ACTC

Dependent for

Dependent for
ODC

SSN
Valid for employment

(including extensions)

Issued before return due date

SSN, ITIN or ATIN
Issued on or before return due date

(including extensions)
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Must be either:
U.S. Citizen
U.S. National
or
U.S. Resident Alien
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Placeholder for Video
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Pulling It All Together

T\ 9me¥g~| Head of Household

| Child Tax Credit




Citizenship Requirements

or Mexico

IRS
| CTC/ACTC/ODC & HOH
x Dependent for Dependent for Dependent for HOH Filing
- CTC/ACTC ODC Status
%’ Must be either: Must be either: Must be either:
QO
§'_
s = U.S. Citizen = U.S. Citizen U.S. Citizen
()
= U.S. National = U.S. National U.S. National
—— or or or
8 = U.S. Resident Alien  CRSRSH 2N o | wANITE)! Resident of U.S., Canada
A
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Head of Household Requirements

Your Client Must:;

= Be unmarried or considered
unmarried at the end of the year and

= Pay over half the cost of keeping up
o Ahome in which the client lived with
qualifying person or
o Ahome for a dependent parent (can include a
parent living in a separate home in the U.S.,
Canada, Mexico or abroad)




@ Dependent & HOH Requirements
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Head of Household Quiz

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

Yes/No/lt depends

Can the client, living in Georgia,
claim HOH filing status for a
dependent parent who is a
Mexican citizen with an ITIN and
lives in Texas?

Yes/No/It depends

Answer: It Depends

If the parent is a U.S. citizen or national, client
provides over half the cost to keep up the parent’s
home, then YES, the parent in Guatemala is a
qualifying person for HOH filing status for the client.

No - If the parent isn’t a U.S. citizen or national, the
client’s parent in Guatemala is not a qualifying person
for HOH filing status for the client.

Answer: Yes

The client can claim a parent who is a U.S. resident
alien as a qualifying person for HOH filing status as
long as, he/she provides over half the cost to keep
up the parent’s home.




Form 8867 & Penalties

& Have you determined that this taxp
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» You will have complied with all due diligence requirements for claiming the applicable reditls) and/or HOH fiing
status on the retum of the taxpayer identified above if you:
A Interview: the tacpayer, ask adsquate qussfions, document the taxpayer's respanses an the retum ofin your nalss, review
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Did you complete the retum based on information for tex year 2018 pr-:'.'idad
by the texpayer or reasonably obtained by you?

If credits are claimed on the retum, d&d you complets the npph-..ubk.- EIC and/
or CTC/ACTCAODC workshests found in the Form 1040, 104055, 1040PR, or
1040MA instructions, andior the ADTC workshest found in the Form 8883
instructions, or your own 'nr-:kslﬂau: that pr-:‘.ldszs the- same infomation,
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Paid Preparer Resources
Tax Preparer Toolkit

Preparer Due Diligence

Online Due Diligence Training
Education Training Videos
Preparer Compliance Information
Hot Topics Update

WWW.elItc.irs.eov



http://www.eitc.irs.gov/
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Preparer Additional Resources

. IRS.gov Webinat
. \Webinars
 Publications and Videos
« Contact U.S. - EITC Program Mailbox

EITC.program@irs.gov



mailto:EITC.program@irs.gov
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4 Takeaways

: The Tax
. : Head of Credit for
Eligible child Preparer
Household Other :
for the CTC Toolkit offers
must-have the TERIITS GIEEE DEpEmeEis free trainin
) : Form 8867 to (ODC) can . &
required Social webinars,
, meet Due have an ITIN, T
Security o publications
Diligence can be over
number : and other
Requirements age 16
resources
é T < T b




Thanks For Attending

One Year Later...
Tax Cuts and Jobs Act (TCJA)
Due Diligence Update
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