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Today our seminar will:
• Discuss the specific paid preparer due diligence requirements for 2023 

returns claiming the:
• Earned Income Tax Credit (EITC)
• Child Tax Credit (CTC)/Additional Child Tax Credit (ACTC) /Credit 

for Other Dependents (ODC) 
• American Opportunity Tax Credit (AOTC)
• Head of Household (HOH) filing status

• Review due diligence documentation requirements.
• Describe IRS’s due diligence educational contact methods and the due 

diligence audit process.
• Address paid preparers’ most frequently asked questions about due 

diligence requirements.
• Share IRS’s online educational resources for paid preparers.



Question of the Day

What does Due 
Diligence mean to 
you?



Preparer Due Diligence
As a paid tax return preparer, you must:

Ask all 
the right 

questions.

Compute 
the credits 
based on 
the facts.

Complete 
and 

submit 
Form 
8867.

Keep 
records.



Preparer Due Diligence

Ask all the right 
questions.



Due Diligence Documentation
Document all questions asked that are needed 
to verify a claim for:

• Child Tax Credit/Additional Child Tax 
Credit/Credit for Other Dependent.

• Earned Income Tax Credit.
• American Opportunity Tax Credit.
• Head Of Household.

Be sure to keep a paper or electronic copy of all questions and 
answers.



Documentation 
Poll Question #1

Is a paid tax preparer required to request documentation if the 
client is a grandparent claiming Earned Income Tax Credit for 
their grandchild? 

A. Yes, documentation is always required.

B. No, but the preparer must make additional inquiries if 
responses to probing questions do not appear to be correct, 
consistent and complete.

C. No, grandparents are never required to provide supporting 
documents.



Documentation 
Poll Question #1 (Answer) 

Is a paid tax preparer required to request documentation if 
the client is a grandparent claiming Earned Income Tax 
Credit for their grandchild? 
A. Yes, documentation is always required.

B. No, but the preparer must make additional inquiries 
if responses to probing questions do not appear to be 
correct, consistent and complete.

C. No, grandparents are never required to provide 
supporting documents.



Preparer Due Diligence
Compute the 

credits based on 
the facts.

Complete 
and 

Submit 
Form 
8867



Preparer Due Diligence

Keep records



Form 8867 
Poll Question #2

To satisfy due diligence when clients claim certain tax 
benefits, a paid tax preparer should keep all questions 
and answers (Q&A) in their files to substantiate the 
claim and complete Form 8867.

True or False?



Form 8867 
Poll Question #2 (Answer)

To satisfy due diligence when clients claim certain tax 
benefits, a paid tax preparer should keep all questions 
and answers (Q&A) in their files to substantiate the 
claim and complete Form 8867.

True, any questions asked and answers that were 
relied on to determine tax benefit eligibility must be 
kept in the preparer's files, either electronically or 
on paper.



What Should You Do if You Receive a 
Letter?

• Do not ignore.

• Take action.

• Review due diligence requirements.

• Review your office procedures.



Letter 5025-F – You Prepared Inaccurate Tax 
Returns - You Risk Penalties from an Audit



Letter 5364 -
Missing Forms 8867



Letter 4858 - You may not have met your 
due diligence requirements



Phone Calls
Is it really the IRS? 

IRS representative will:

• Provide an IRS employee ID number.

• Not demand any payments.

• Ask security questions to confirm appropriate 
preparer on the line.



Educational Office Visit



Video – Part I



Preparer Notification



The Exam



Due Diligence 
Penalties and Next Steps 



Penalty 
Poll Question #3

The penalty amount under Internal Revenue Code section 
6695(g) for one return or claim for refund filed in 2024 
can be up to:

A. $600
B. $2,400



Penalty 
Poll Question #3 (Answer)

The penalty amount under Internal Revenue Code section 
6695(g) for one return or claim for refund filed in 2024 
can be up to:

A. $600
B. $2,400



Video 2



Tax Preparers’ Most Frequently Asked 
Questions Received By The IRS

What documents should paid preparers ask for when 

interviewing a client for a tax return claiming certain tax 

benefits and Head of Household filing status?



Answer

Due diligence does not necessarily require you to request 

documentation.  However, you must make reasonable 

inquiries if the client gives you information that appears 

incorrect, incomplete, or inconsistent. In some cases, a 

reasonable inquiry may entail asking for documentation.



Tax Preparers’ Most Frequently Asked 
Questions Received By The IRS- cont.

I’ve known my client for years, so do I still need perform 

Due Diligence?



Answer

Yes. You must make reasonable inquiries to determine the 

client’s eligibility for the tax benefit and must document the 

client’s responses. Even if you believe that you already 

know the answers to your inquiries, you must ensure that 

your information is current, as some facts such as the 

residency of qualifying persons may have changed.



Form 8867 
Poll Question #4

When would you file Form 8867, Paid Preparer’s Due 
Diligence Checklist?

A. For a return claiming EITC, CTC, ODC, AOTC, or 
HOH filing status.

B. When completing an electronic return, per Internal 
Revenue Code 7896.

C. For a return that claims the Child and Dependent Care 
Expense.



Form 8867 
Poll Question #4 (Answer)

When would you file Form 8867, Paid Preparer’s Due 
Diligence Checklist?

A. For a return claiming  EITC, CTC, ODC,  AOTC, or 
HOH filing status.

B. When completing an electronic return, per Internal 
Revenue Code 7896.

C. For a return that claims the Child and Dependent Care 
Expense.



Online Educational Resources

Tax Preparer Toolkit:    https://www.irs.gov/toolkit



Thank you for attending.
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