
The ABCs of Due Diligence



During our presentation today we will discuss:  
• Paid preparer due diligence requirements for tax year 2024 

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.

• Consequences of not meeting your due diligence requirements.

• Frequently asked due diligence questions and answers.



• IRS initiatives and ongoing efforts to help tax professionals 
including:

• Tax Professional Awareness Week.  
• Webinars training modules and videos.
• IRS Document Upload Tool.

• Online resources @ IRS.GOV in the Tax Preparer Toolkit/EITC 
Central.

We will also share the following information:



Question of the Day

How would you define 
due diligence in your 
own words? 



Preparer Due Diligence Requirements

Ask all the right 
questions and 

document your 
client’s 

answers.

Compute the 
credits based 
on the facts.

Complete 
and submit 
Form 8867.

Keep 
records.



The first due diligence requirement is : 

Ask all the right questions and document your 
client’s answers.



Asking the Right Questions
• Ask direct but open-ended questions, avoid leading questions. 

Listen to your client’s responses and ask more questions if the 
information provided is incorrect, incomplete or inconsistent.

• Use your expertise and skills to find out the right information 
for you to prepare a complete accurate tax return.

• Document and keep a paper or electronic copy of all the 
questions you asked, and the responses provided by your client.



Poll Question #1
As a paid tax preparer, are you required to request documentation 
if your client is claiming her niece, HOH and EITC?
 

A. Yes, supporting documentation is always required.

B. No, but you must ask additional questions if the responses 
do not appear to be correct, consistent and complete.

C. No, aunts nor uncles are never required to provide 
supporting documents.



Poll Question #1 (Answer)

As a paid tax preparer, are you required to request documentation 
if your client is claiming her niece, HOH, and EITC?
 

A. Yes, supporting documentation is always required.

B. No, but you must ask additional questions if the 
responses do not appear to be correct, consistent and 
complete.

C. No, aunts nor uncles are never required to provide 
supporting documents.



The next two due diligence requirements are: 

Compute 
the credits 
based on 
the facts.

Complete 
and submit 

Form 
8867.
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Compute the Credits
• Figure each applicable credit based on information from your 

client or that you otherwise reasonably obtain or know.

• Use appropriate worksheets such as those found in instructions 
for Form 1040 or create a record of the computation, including 
the method and information used.



Complete and Submit Form 8867

• Complete Form 8867 for each return or refund claimed.

• File it with the tax return or claim for refund (if e-filed), or 
provide it to your client (if not e-filed) or provide it to signing 
preparer (if a nonsigning preparer).



The final due diligence requirement is:

Keep records



Keeping Records 

Treas. Reg. 
1.6695-
2(b)(4)

Keep records of: 
• Form 8867.
• All applicable worksheets or computations.
• How, when and from whom you received the 

information to prepare Form 8867 and the 
applicable worksheets or computations.

• Any documents or information provided to you 
that you relied on.



How long should you keep your records?

Treas. Reg. 
1.6695-
2(b)(4)

Keep your records for 3 years from latest of the:
• Return due date (not including extensions).
• Signing preparer who e-filed: date e-filed.
• Signing preparer who did not e-file: date when 

you gave your client the return for signature.
• Nonsigning preparer: date submitted to signing 

preparer.



Poll Question #2

To meet your due diligence requirements, you do not 
have to keep all questions and answers (Q&A) in your 
paper or electronic files.

True or False?



Poll Question #2 (Answer)

False, any questions asked, and answers relied upon to 
determine tax benefit eligibility must be retained by 
you, the paid tax preparer either electronically or on 
paper.

 If you see it and rely on it, keep a record of it.



Consequences of not meeting your due diligence 
requirements

Consequences can include but are not limited to: 
• Preparer Penalties – We can review the returns you prepare 

and assess a penalty for each failure to meet due diligence 
requirements.

• Client Audits – We can examine your client’s returns and if 
we disallow certain credits, your client must pay back any 
amount refunded in error plus any interest and penalties.



What should you do if you receive a letter from 
the IRS?

We send educational letters to preparers who have submitted 
returns with a high likelihood of errors or who fail to include Form 
8867, Paid Preparer Due Diligence Checklist. 

If you receive a letter from us, do not ignore it, you should: 
• Act - Review your return preparation methods.
• Change – Make any necessary changes to your office 

procedures to consistently meet all four due diligence 
requirements.



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



Letter 4858, You May Not Have Met Your Due 
Diligence Requirements



Letter 5364, Missing Forms 8867



Letter 6595, Pre-Filing Season Phone Call Letter



Educational Office Visit 



Video 1



Preparer Notification



The Exam



Due Diligence: Penalties and Next Steps



Poll Question #3

The penalty amount under Internal Revenue Code section 6695(g) 
for one return or claim for refund filed in 2025 can be up to:

A. $635
B. $500
C. $2,540



Poll Question #3 (Answer)

The penalty amount under Internal Revenue Code section 6695(g) 
for one return or claim for refund filed in 2025 can be up to:

A. $635
B. $500
C. $2,540



Video 2



Frequently asked due diligence requirement; 
questions and answers

Question: I’ve known my client for years; do I still need to 
perform due diligence?

Answer: Yes. You must make reasonable inquiries to determine 
your client’s eligibility for certain benefits and document your  
client’s responses. Even if you believe you already know the 
answers, you must ensure your information is current, and includes 
any life changes. 



Frequently asked due diligence requirement; 
questions and answers cont:

Question: What documents should I ask for when interviewing 
my client for a tax return claiming certain tax benefits and HOH 
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.



Poll Question #4

When is Form 8867, Paid Preparer’s Due Diligence required?

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

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

C. For a return that claims the credit for child and dependent 
care expenses.



Poll Question #4 (Answer)

When is Form 8867, Paid Preparer’s Due Diligence required?

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

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

C. For a return that claims the credit for child and dependent 
care expenses.



IRS initiatives and ongoing efforts to help tax 
professionals

IRS provides tax professionals with various online tools and 
information to help tax professionals prepare accurate returns. 

Let’s discuss some of the initiatives and efforts, such as the: 
• Tax Professionals Awareness Week.

• Webinars, videos and training module.

• IRS Document Upload Tool.



Tax Professional Awareness Week



Tax Professional Awareness Week cont:



Webinars & Videos
• Webinars for tax practitioners, offer a variety of tax related 

topics. Continuing Education Credits are available for most 
webinars.  
• Search @ irs.gov “webinars”.

• The IRS Video Portal contains video and audio presentations 
on topics of interest to small businesses, individuals and tax 
professionals. You will find video clips of tax topics, archived 
versions of live panel discussions and webinars. 
• Search @ irs.gov “video portal”.



Document Upload Tool for Tax Professionals

The IRS Document Upload Tool allows users to securely upload 
documents to the IRS in response to:

• Specific IRS notices or letters.
• Correspondence due diligence audits.

Provides electronic confirmation that IRS received the documents.



Online Educational Resources

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



Contact Information:

EITC.program@irs.gov



Thank you for attending.
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