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Denise: Thank you, Mike, for that nice introduction, and good afternoon, 

everyone. It's already been a jammed packed day for most of you, 
I'm sure, and I'm thinking that the river walk is calling to you or 
maybe even just a little nap right now. But, instead, you chose to 
come and spend some time with me, and I thank you. So, folks, 
together, we've all been through one year of the expanded due 
diligence requirements under the Tax Cuts and Jobs Act 
legislation, otherwise known as public law 115-97. We've all got 
that year under our belt, but some of us may still  have a few issues 
that we have to make fit.  

 
 So, before I start, let me tell you just a little bit more about myself. 

Well, first of all, I'm getting there. I've worked for the Internal –  
 
 
 revenue service for 33 years and I already see the light of 

retirement rather than an oncoming train in my future. So, I'm very 
excited. But, more specifically, I work for a group called the 
Refundable Credits Administration, and my specific team has 
oversight for due diligence refundable credits. And, you know, I 
know a couple of them as the Earned Income Tax Credit and the 
American Opportunity Tax Credit – also known as AOTC. And 
this might be some good news for you; I'm not gonna cover those 
today. However, there are other credits that are subject to the due 
diligence, and that is known as the Child Tax Credit – or CTC – 
and the Additional Child Tax Credit – ACTC – and, starting last 
year, the credit for –  

 
 
 other dependents – ODC. They were all affected by the tax reform 

legislation. Plus, I'm going to cover the due diligence requirement 
for the head of household filing status. And, you know, with more 
complex tax situations, we thought that reconnecting with you on a 
couple of these topics, after the first filing season, would benefit all 
of us. Understanding tax reform changes, social security number 
requirements, and family relationships to consider when preparing 
tax returns can be a big challenge.  

 
 So, let me start by looking at what today's seminar is going to 

offer. I'm going to give you just a quick overview of the expanded 
IRC – Internal Revenue Code – Section 6695(g) –  

 
 
 Due Diligence Requirements for Paid Tax Return Preparers. And I 

am going to recap, as I just mentioned, the law as it applies to 
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Child Tax Credit, Additional Child Tax Credit, the Credit for Other 
Dependents, and the head of household filings status. And – this is 
important – I will also discuss with you the social security number 
and citizenship requirements for each of those credits, as well as 
those rules for the head of household filing status. And, in addition, 
I'm going to share with you one of the best resources IRS offers 
you to assist you as tax professionals, and it's called the Paid 
Preparer's Tool Kit. This tool kit offers you free training and it – 
we have updates that we refer to as hot topics. And there's so much 
–   

 
 
 more to it, but I'll get to that a little bit later. So, like with most of 

our seminar presentations, we're gonna start with just a brief 
overview of the due diligence requirements for preparers. Okay. As 
you know, you must – to meet the due diligence requirement as a 
professional preparer, you are expected to apply the knowledge 
requirement, which means – understanding the tax law for all the 
credits, including thee credit for other dependents, as well as the 
rules to claim the head of household filing status. Secondly, you 
must complete the appropriate worksheets for each credit –  

 
 
 based on the information provided by your client or the 

information that you obtain or know about. Thirdly, you must keep 
copies of all the required records, including worksheets and other 
documents you relied on to determine credit eligibility for your 
client. You are also required to record the questions that you asked 
and the answers that you received. And these copies of your 
client's information records must be stored on paper or 
electronically. And finally – and this is so important, I'm going to 
reiterate it – complete and submit form 8867 – the Paid Preparer's 
Due Diligence Checklist.  

 
 This form, as you might know, was revised last year to reflect the 

due diligence requirements for the new Credit –  
 
 
 for Other Dependents and the head of household filing status. And 

I have a little head up. Additional revisions are on the horizon for 
the 2019 filing tax year. Now, there are two areas where we see 
preparers making the most mistakes, and they are failing to meet 
the knowledge requirement and not keeping all the required 
records. So, let's look a little more closely at those items.  
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 Did you know, when failing to meet the knowledge requirement, 
preparers often do not recognize inconsistent, incomplete, or 
incorrect information their clients are giving them? Or what we call 
– not applying the common-sense standard for information that 
was provided. And so, what does a common-sense approach –  

 
 
 to meeting this requirement, look like? Well, consider what you 

know about the income from employers and industries and your 
community, and weigh it against the information that your client 
shares with you. Does it make sense? Compare the information 
against what you know about your client and perhaps their past 
year returns if there were any. And, go ahead – ask those follow-up 
questions that may be needed, even if you think you already know 
the answer.  

 
 Because, as I know personally, life changes daily. Now, you can 

also develop your own interview process, and be sure that you 
apply it to every return every time. Now, we have a second 
problematic area that we see –  

 
 
 and its record keeping. Now, that seems to be fairly 

straightforward, right? But what do the documents really need to 
keep look like? There are times when we find that preparers are not 
keeping those required records. Remember – you must keep and 
report all of the additional questions you asked your client to 
comply with your due diligence requirement and your client's 
answer to those questions.  

 
 And be sure to record who gave you that information and when 

you received it. It is required that you keep copies of all the 
worksheets you completed to compute the amount of the credit. 
And, of course, you must keep a copy of form 8867 and copies of 
any client's document that you relied on to determine – 

 
 the eligibility for each credit and/or the head of household filing 

requirement. You also must include the form with every return you 
prepare. I would also ask you to keep in mind that the professional 
software you may use may not provide you 100 percent of the 
questions that you might need to ask. There may be situations 
when you will need to ask for more information. And be sure to not 
ask those leading questions and have your client feel like you're 
helping them out to get the right answer.  
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 So, I'm gonna take a little sip of water and I want to tell you about 
an experience I had. Now, this was about 100 years ago, when I 
used to answer –  

 
 
 the questions on the IRS toll-free line. I was trying to ask an open-

ended question. So, I asked this gentleman, "Sir, what is your 
marital status?" There was a pause. "Not good."  

 
[Laughter] 
 
 "I'm sorry to hear that, sir." That question may have been a little 

broad, so, you can see how important it is to ask the right question. 
But, again, even that question left the door open for me to 
investigate a little bit more. Now, if you employ tax preparers in 
your business, it's important to have a due diligence process in 
place for them, as well as your business. Now, looking at the 
legislative changes from the Tax Cuts and Jobs Act of 2017 – and 
for my ease –   

 
 
 moving forward, I may call it, "Tax reform", I may call it 

"legislation", but you'll know what I'm talking about. Let's look at 
it – some of those issues, some of the highlights that we're 
covering. As you know, the tax reform made changes to the Child 
Tax Credit and the Additional Child Tax Credit. It took away the 
personal and dependent exemptions, deduction, bringing it down to 
zero. The credit now phases out at much higher income levels.  

 
 The phase out begins at $400,000.00 for married filing jointly, and 

$200,000.00 for all other filers. The Child Tax Credit may be 
worth up to $2,000.00 per qualifying child, depending, of course, 
on your client's income, with the refundable portion for the ACTC 
up to –   

 
 
 $1,400.00 per child. And to claim the refundable portion, your 

client must have earned income of over $2,500.00. However, to 
claim a qualifying child for the CTC/ACTC, the child must now 
have the required social security number. And some clients may 
have received the credit for the first time in 2018 while others may 
have lost the credit. But for your clients who have children with 
individual tax identification numbers – the ITIN – or who have 
dependents over the age of 16, they may be eligible for the credit 
for other dependents, which appeared on the tax scene in 2018. A 
key requirement –  
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 to your clients' being eligible to claim the credit for the CTC and 

ACTC is the child must have the required social security number 
issued prior to the due date of the return, including extensions. So, 
what constitutes a required social security number? The required 
social security number is one that is valid for employment and is 
issued by the social security administration before that due date of 
the return plus extensions, which means that the social security 
card will either have no additional markings or the card will say, 
"Valid for work only with DHS authorization – Department of 
Homeland Security." However, if the child's social security card 
states "Not valid for employment" –  

 
 
 your client cannot claim the CTC/ACTC for that child. But if the 

client's immigration status has changed – so, the child is now a US 
citizen or a permanent resident – your client can go back to the 
social security administration and request a new social security 
card without the legend shown on the card on the slide. Also, you 
might come across a card that says, "Valid for work only with DHS 
authorization" and if that is printed on there, the child has the 
required social security number for your client to claim the credit. 
And remember – the taxpayer, whether it's the primary taxpayer or 
the spouse – can –  

 
 
 have an ITIN number. The social security number applies only to 

the child. So, bottom line – the client can have an ITIN, but the 
child must have the required social security number. Okay. Guess 
what?  

 
 I want to keep you awake so; we have a short video to share with 

you. Last year, we introduced, at the tax forums, tax preparer Tracy 
and her client, Jeff, who had been divorced. And did anybody see 
that last year? Did anybody attend? Oh, my gosh.  

 
 There's more than I expected. Well, for those of you who did not 

meet Tracy and Jeff, don't worry; when we made the sequel, it 
stands alone. So, let's sit back and take a look at this video.  

 
[Beginning of Video] 
 
[Phone rings]  
 
Tracy Webb: Good morning. Webb Tax 
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 Preparation Service. Tracy Webb speaking. How may I help you?  
 
Jeff Adams: Tracy, it's Jeff Adams.  
 
Tracy Webb: Hm-hmm. 
 
Jeff Adams: Yeah. We haven't spoken since you helped me do my first tax 

return after my divorce. I still can't thank you enough for all your 
help.  

 
Tracy Webb: Wow, Jeff. Good to hear from you. Oh, yes, my old friend and 

client. How are you and your two kids doing? 
 
Jeff Adams: Actually, Tracy, everything is great. I've been dating someone and 

just recently got engaged.  
 
Tracy Webb: Wow. Congratulations. Now, I would love to hear more about how 

you met, but I'm sure that's not why you called. So, let's talk taxes. 
How can I help you, Jeff?  

 
Jeff Adams: You read my mind. I don't think my tax situation's gotten any 

easier. I have so many questions for you. First – my fiancé, Mia, 
and her son moved in with me and my two kids this past May. 
Now, I need to know if I'm still filing head of household and can 
she be head of household as well? Or does Mia have to file another 
way? Also, what about the kids? Who claims who?  

 
Tracy Webb: Yeah. Wow. I agree – that's –  
 
[00:17:00:13] 
 
 a lot of questions that we'll need to deal with when you file this 

year.  
 
Jeff Adams: But wait a minute. That's not all. Mia pays all her mom support and 

her mom lives in Mexico. She hasn't considered claiming her mom 
as a dependent in the past, but we heard that maybe she could.  

 
Tracy Webb: Okay. Let's meet to further discuss. But before we meet, I have 

homework for the two of you. I'll e-mail you a list of questions and 
possibly ask for some documents. I would need this in order to 
prepare both of your tax returns. Since you aren't married yet, 
you'll be filing separately.  
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Jeff Adams: Okay. I figured as much. You've always been very thorough. Let's 
set that appointment up now, but let's make it a week or two out. 
My fiancé and I will need time to run down all that information 
that you need.  

 
Tracy Webb: Okay. That's perfect. I'll e-mail you my open dates. Now, is your e-

mail address still good from last year? 
 
Jeff Adams: Yes, it is. Just one more question before I say, "Goodbye".  
 
Tracy Webb: Sure. What is it, Jeff?  
 
[00:18:00:04] 
 
Jeff Adams: Do you offer discounts for family tax preparation services?  
 
[Audience laughs] 
 
Tracy Webb: I do. We'll talk fees at our appointment. So, I'll see you then.  
 
Jeff Adams: Thank you. Great talking to you again.  
 
Tracy Webb: Same here, Jeff. Bye-bye.  
 
Jeff Adams: She got me.  
 
[End of Video] 
 
Presenter: [Sighs] Just listening to the phone call between Jeff and Tracy – 

can you tell they're going to have a very interesting visit this year?  
 
Audience: Yes, they are.  
 
Presenter: Hm-hmm. There are several tax issues to sort through, right? Well, 

here are a couple of things that I heard. What about filing status? 
Who is head of household?  

 
 Will either of them have to file a single? This is important, because 

there are two adults in the household. And Tracy will need to 
consider both the qualifying children and qualifying relatives, 
right?  

 
[00:19:00:08] 
 
 Citizenship or residency – how does that affect the fiancé, Mia's, 

claiming her son Mika? And what about Mia claiming her mom? 
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And how about those sources of financial support for the people 
living in the couple's household, and for Mia's mother? What does 
this all look like? In addition, what credits could Jeff and Mia 
claim for the kids? Or even, for that matter, Mia's mom?  

 
 Gee. Taxes can really complicate – I'll use that word – love. 

Wouldn't you agree? So, did I miss anything in my thoughts about 
that conversation? What do you think? But I promise you, hold on 
to your thoughts, because there's more to come in just a little while.  

 
 Since we know the children are a big part of Jeff and Mia's filing –  
 
[00:20:00:17] 
 
 dilemma let's just start by looking at what a preparer must consider 

when determining Child Tax Credit and the Additional Child Tax 
Credit. For your client's child to qualify for the Child Tax Credit 
and the Additional Child Tax Credit, each child claim must meet 
the requirements shown on this slide. So, I'm gonna plunge into the 
weeds for just a moment to review the requirements. The child 
must be related to your client such as his son, daughter, nephew, et 
cetera – including an adopted child or if they're descendants, foster 
child, a sibling. And I'm sure you know all the rest of the by now, 
so, I'm not gonna say every one of them.  

 
 Now, the child must be under 17 by the end of the year, meaning 

they have to be 16 on the last day of the year –  
 
[00:21:00:00] 
 
 December 31st. And that child must have lived with the client for 

more than half of the year, but don't forget those exceptions. And 
one example I always think of is the student that's away at school. 
The child must not have provided more than half of his own 
support. The child must not have filed a joint tax return with a 
spouse or filed a joint return only to claim a refund for the 
estimated taxes or the taxes withheld. The child must be claimed as 
a dependent on the client's return.  

 
 And the child must be a US citizen, a US national, or a US resident 

alien. And again, as I mentioned a little earlier, the child must have 
the required social security number. And again – the parents can 
have an ITIN and still claim the credit. 

[00:22:00:14] 
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 Along with the social security number requirements, equally 
important is the child's citizenship. So, I want to talk about that a 
little bit more. The qualifying child must be a US citizen, a US 
national, or US resident alien, and that's a non-citizen person who 
has a green card or they meet the substantial presence test. And 
remember – the citizenship test is different from the required social 
security number test.  

 
 That child must meet both criteria, and it's important to also 

remember the citizenship test – which is being a US citizen, 
national, or resident –  

 
 
 alien – is different from the residency test, which is living with 

your client for more than six months. Both must be examined 
closely when determining the eligibility for the Child Tax Credit 
and Additional Child Tax Credit. Now, I've given you a lot to think 
about and you might be feeling a little drowsy after all my talking, 
so, I'm gonna wake you up, because I'm gonna give you a pop quiz. 
So, be ready to shout out your answers and I'm gonna listen to 
what you say and then, we will share the results. Now, before I 
start, I just want you to know that all of these questions that I'm 
asking you is based on your client being a US citizen.  

 
 First question – can the client claim the Child Tax Credit for a 

child who is a US – citizen living with her in Germany? What do I 
hear? 

 
Audience: Yes.  
 
Presenter: Oh my gosh. That was too easy. The answer is, "Yes". Since the 

child is a US citizen, the child doesn't have to be a US resident to 
be eligible to claim the child tax credit. Here comes number two.  

 
 Can the client claim the Child Tax Credit for a child who's a non-

US citizen living in Mexico? 
 
Audience: No.  
 
Presenter: Oh. I gotta tighten these up a little. The answer is, "No". Since the 

child isn't a US citizen or a national, the child would have to be a 
US resident alien to be eligible to claim the Child Tax Credit. All 
right. I got one more. Can the client claim the Child Tax Credit for 
a child who's a non-US citizen living in the US? 
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Audience: Yes.  
 
 [Crosstalk] 
 
Presenter: Remember where they always say, "Go with your first instinct?" 

The answer is, "Yes". Remember – we're only talking about the 
citizenship test at this point. So, although the child isn't a US 
citizen or a national, since the child is a US resident alien, the child 
is eligible to be claimed for the Child Tax Credit if he or she meets 
the social security number requirement for the Child Tax Credit. 
But if the child has an ITIN, the answer would then be, "No".  

 
 So, okay, I hope the questions, the answers, and the "Whys?' And 

the "Wherefores" help you to better understand that citizenship test 
for the child tax credit. Now, I'm going to turn now to our newer 
credit – the Credit for – 

 
 
 
                                    Other Dependents. The Credit for Other Dependents – or the ODC 

– is an exemption of the – I'm sorry; excuse me – extension of the 
Child Tax Credit. So, of course, the due diligence requirements 
apply here as well. The credit created by the new legislation offers 
a $500.00 non-refundable credit for each eligible dependent. And, 
to begin, a dependent for the ODC includes your client's dependent 
qualifying child who cannot be claimed for the CTC for a couple of 
reasons – either because the child doesn't have that required social 
security number or because the child is over age 16. And remember 
the age rule for qualifying children over age 16.  

 
 And you know what you should always depend on if it gets a little 

muddy? Good old Publication –  
 
 501 – Dependent's Standard Deduction and Filing Information. 

Secondly, a dependent for ODC includes your client's dependent, 
who is a qualifying relative. And remember – a qualifying relative 
is a person who depends on your client for more than half of their 
financial support, including a relative – such as an adult child – an 
aunt or a brother, or an aging parent. It also could be a person 
who's not related to your client and lives with them for the entire 
year. So, I want to look a little closer at the ODC rules for the tax 
identification number for those qualifying relatives and for 
citizenship.  

 
 Specifically, an ODC qualifying relative –  
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 is a person who is not your client's qualifying child for those 

CTC/ACTC; is claimed as a dependent on your client's return; is a 
US citizen, a US national, or US resident alien. Therefore, 
dependents residing in Mexico or Canada cannot be claimed for the 
Credit for Other Dependents if they are not US citizens. This rule 
is the same as the citizenship rule for the Child Tax Credit. And the 
person must have a tax identification number or a TIN on or before 
the due date of the return, including extensions. Now, what is the 
TIN?  

 
 It can be that ITIN. It can be an adoption tax identification –  
 
 
 number or an ATIN. It can be a social security number or even a 

social security number not valid for employment. For ITINs, all 
you really need to know today is that the IRS issues ITINs to the 
non-citizens who are not eligible for a social security number. And 
there is a good ITIN resource. It's Publication 1915 – 
Understanding your IRS Individual Tax Identification Number.  

 
 Also, I believe there is one more ITIN seminar that you can attend 

while you're at the forum this week, and right across the hall, there 
are ITIN subject matter experts available to answer your general 
questions. Now, for the credit for other dependent, the other rules 
to be claimed as a qualifying relative apply as well, which really 
means your client's dependent must not have –  

 
 
 gross income of $4,150.00 or more, not file a joint return with a 

spouse, or only files jointly to claim that refunding for withholding 
or estimated tax payment and receives over half of their total 
support from your client. Remember, Publication 501 is your 
friend if you have any thoughts at all about this. Now, with any tax 
matter, if you're not confident, it's always just best to do the 
research. That's one of the first things they taught us when we 
answered calls on the IRS toll-free lines. Now, with all of this, did 
I sweeten your understanding of ODC by making some lemonade 
or am I sitting here with a bunch of lemons in my lap?  

 
 So, I have another quiz, and let's see how I do here. Really, this is 

my quiz, not your quiz.  
 
 
 So, remember again, all the questions are based on a client being a 

US citizen. Can the client claim ODC for a sister who's a 
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dependent with an ITIN number and lives in Canada and is a 
Canadian citizen? Is that "Yes", "No" or "It depends"? 

 
Audience: No.  
 
Presenter:  Yes, that – no. The answer is, "No". The sister is a Canadian 

citizen. For the ODC, the qualifying dependent must be a US 
citizen, national, or resident alien. Next question. Can the client 
claim that ODC for a brother who is a dependent with an ITIN 
number living in New York City? 

 
Audience: Yes.  
 
Presenter: The answer is, "Yes." And why is that? The brother, who is the 

client's dependent, has an ITIN number and resides in New York, 
making him a resident alien.  

 
 
 Next. Can the client claim ODC for his parent who is a dependent 

and has a tax – listen to me – a tax identification number and lives 
in Japan? "Yes", "No", or "It depends"?  

 
Audience: It depends.  
 
Presenter: Oh my gosh. This is a smart group. It is, "It depends". And why is 

that? If the parent is a US citizen or national, your client can claim 
the parent in Japan for the Credit for Other Dependents.  

 
 Here, he would have the required tax identification number. If the 

parent isn't a US citizen or a national, your client cannot claim the 
parent that lives in Japan. Now, to further assist you, I have this 
kind of, I think, cool at-a-glance visual that should be in your 
packets that you ran off to determine tax –  

 
 identification numbers. Now, this chart provides a summation of 

the information I've just shared with you, but, more importantly, I 
hope it will help you back at your office when you find yourself 
trying to sort through the taxpayer's identification number and 
citizenship for all these credits. Now, I'm thinking that this might 
be a good time to check back in with client Jeff and tax preparer to 
see how they're doing, and also, to meet Mia, to see if their new 
romance is gelling with their tax situation.  

 
[Beginning of Video]  
 
Tracy Webb: Hello. Good to see you again, Jeff.  
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Jeff Adams: Good to see you, too, Tracy.  
 
Tracy Webb: And you must be Mia.  
 
Mia: Yes. And thank you, again, for adding me to your client list. I 

really appreciate it.  
 
Tracy Webb:  You're welcome. Since I know we both have busy days –  
 
 
 let's get started.  
 
Mia: Well, here's the information you asked for you in your e-mail. 

Sorry about the kids' folders, but I thought you'd want them 
separated.  

 
Jeff Adams: That's my Mia. She's always organized and efficient. That's what I 

love about her.  
 
Tracy Webb: Okay. Then [Inaudible] Mia, separate folders – you just became 

my favorite client.  
 
Mia: Well, thank you. I just want this to run as smoothly as possible for 

all of us.  
 
Tracy Webb: Before we begin, Jeff, I want to remind you – and to let you know, 

Mia – that as a paid tax preparer, I'm required to practice due 
diligence. I will ask you both a series of questions to ensure you 
both claim the correct credits and filing status on your tax returns. 
In addition, I need to confirm that you both agree to discuss your 
tax preparation details in front of one another.  

 
Jeff Adams: Yes, I do.  
 
Mia: Well, if you do, I do, too.  
 
Tracy Webb: Jeff, let's start with you.  
 
 
 I see your employer is the same and that you had wages of 

$90,000.00 and you have $66.00 in interest income. What about 
child support and any other income? 

 
Jeff Adams: Well, there's no other income, but I receive $200.00 a month in 

child support for Chelsea and Danny.  
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Tracy Webb: Did the kids live with you all last year?  
 
Jeff Adams: Oh, yes, they did. Only exceptions were weekends and four weeks 

during the summer. Can you believe that Danny is 18 and Chelsea 
is 15? Danny's gonna be going off to college this fall. 

 
Tracy Webb: Wow. College. Now, that is great news. Now, I have two more 

questions for you. As I asked in my e-mail, didn't you sign from 
8332 to allow your ex-wife to claim the kids on her tax return?  

 
 Also, did you include a list showing all the household bills you pay 

– such as mortgage, cable, gas, water, et cetera? 
 
Jeff Adams: Well, form 8332 –  
 
 
 don't need it. I got the kids and we've agreed that I'm going to 

claim them. I do have a list. I pay for mortgage, water, electricity, 
yard care, and most of the groceries.  

 
Mia: I pay for the cable, phone, and gas bill. I help with the groceries, 

too. With all three kids and Jeff here to feed, I seem like I'm 
always at the store instead of at home.  

 
Tracy Webb: Well, that's perfect. So, Jeff, I need to confirm that your social 

security number, along with the kids, is correct. So, is that correct?  
 
Jeff Adams: Yes, ma'am. That's correct. Nothing's changed here.  
 
Tracy Webb: That's great. It appears that you will be able to file head of 

household again this year, Child Tax Credit for Chelsea, plus the 
Credit for Other Dependents for Danny.  

 
Jeff Adams: That's good. Could I claim Mia's son Mike as a dependent for 

either credit?  
 
Tracy Webb: No. I'm afraid not. At this point, Mika doesn't need the relationship 

test to be your qualifying child for the Child Tax –  
 
 
 credit. And he's not your qualifying relative for the Credit for 

Other Dependents.  
 
Mia: So, if Jeff is head of household, what about me? I pay for all my 

son's expenses, including private school. His father hasn't been in 
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the picture for years. I even support my mother, who still lives in 
Mexico.  

 
Tracy Webb: That's a good question. Let me look at the documents that you 

provided. Okay. So, it's great how you outline everything – your 
expenses – and broke then out by month, and looking at your 
spreadsheet, Jeff pays two-thirds of the household expenses and 
you pay one-third. Based on this, you are not qualified to claim 
head of household with Mika. But you can claim him for Child Tax 
Credit. 

 
Mia: I understand why I'm not head of household for Mika, but since I 

support my mom, can I be head of household for her? This is so 
complicated.  

 
 
Tracy Webb: Yeah. I understand your confusion, but first, let's confirm whether 

your mom is your dependent.  
 
Jeff Adams: This sounds really tax tech-y. That's exactly why we're sitting here 

right now, right, babe?  
 
Mia: I agree, Jeff. Right now, I am so confused.  
 
Tracy Webb: I've got you guys, okay? So, Mia, I see you provided your mom's 

ITIN number. This is the first step of meeting the Credit for Other 
Dependent's rules. Tell me about her monthly income sources and 
how much of it you provide?  

 
Mia: As you can see from my paperwork, I'm a US citizen, but my 

mother is not. Shel lives on her own in Mexico and she gets a small 
pension of $250.00 a month and I send her $600.00 a month and 
that's it.  

 
Tracy Webb: Well, that would give your mom – let's do some calculations – 

$850.00 a month and a yearly income of $10,200.00. Now, with 
that, I have good news and bad news.  

 
 
 The bad news is, even though your mom meets the test to be your 

dependent as a qualifying relative, you can't claim her for the 
Credit for Other Dependents because she's not a US citizen or 
resident. However, the good news is – you can claim head of 
household because she's living in a separate home and you pay 
over half of her household expenses.  
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Mia: So, let me see if I understand. I get to claim head of household for 
my mom because I provide more than half of her support, and I get 
to take the Child Tax Credit for Mika, right? Overall, that's not so 
bad.  

 
Tracy Webb: Yes. I think you got it. There you go. And I'm glad I could help to 

clear this up.  
 
Jeff Adams: Tracy, I must say, your service is priceless. Especially with that 

discount.  
 
Tracy Webb: I'm glad you think so. So, now, let's go over some other credits and 

deductions on your returns.  
 
[End of Video] 
 
Presenter: I think one of those characters –  
 
 better keep her day job. But –  
 
 [Laughter] 
 
 did you observe the way our tax preparer Tracy asked the probing 

questions for both Jeff and Mia? Because, you know, practicing 
due diligence correctly may require you to dig a little deeper and 
maybe even sound a little bit nosy. You need to do that to 
determine your client's eligibility for the tax credits. And, of 
course, as I mentioned before, non-leading questions are the best 
way to go. Now, preparer Tracy was up front.  

 
 She covered confidentiality and shared due diligence requirements 

that she must comply with by law. She explained that each person's 
return would be addressed individually, and they would be required 
to file separate individual tax returns. Tracy also verified her 
information from Jeff last year to make sure that it was still correct. 
But by doing this, Tracy met the –  

 
 due diligence requirement for knowledge. She ensured Jeff's 

information was complete and consistent, and Tracy also revisited 
the child support that he was receiving. She also asked critical 
questions to determine Jeff and Mia's eligibility for the Child Tax 
Credit and the Credit for Other Dependents, as well as the head 
household filing status, including questions about Mia's son and 
her mother. So, let's break that down just a little bit more. So, 
here's the breakdown.  
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 Jeff can claim Chelsea, who's under age 17, and Mia can claim her 
son Mika. But what about dependents for – the Credit for Other 
Dependents? Jeff can claim Danny, his dependent child, who's over 
the age of 16, however, Jeff could not claim Mika, and that's 
because Mika did not live with him – 

 
 
 the entire year, and he was a qualifying child for another taxpayer. 

For ODC, Mia cannot claim her mother. Mia's mom did not reside 
in the United States, nor is she a US citizen or a US national. Now, 
looking at the dependents for purposes of head of household filing 
status, Jeff qualifies for head of household because he paid more 
than half the cost and expenses for keeping up the couple's home. 
But did you get this?  

 
 Mia also does qualify for head of household for the same reason – 

she paid more than half of the expenses for her mom's home, who 
resides in Mexico. And all I can say is thank goodness for your tax 
professionals, because you get to sort all these things out. I want to 
talk about head of household just a little bit more.  

 
 Under the Tax Cuts and Jobs Act, none of the rules for head of 

household have changed, and the only change was the legislation 
that brought that under the due diligence requirements. It does not 
matter if the client is not eligible to claim the credit 
CTC/ACTC/ODC or, for that matter, Earned Income Credit or 
AOTC. It stands alone. To claim the head of household filing 
status, the client's dependent must be a US citizen, a US national, 
or a resident alien, or a resident of Canada or Mexico as shown in 
the video. However, recall – the dependent must have a taxpayer 
identification number, and in this case, it was an ITIN.  

 
 A client's parent who's a US citizen or national –  
 
 
 can live in the United States or abroad, however, a parent who's a 

non-US citizen or a national can only live, again, in the United 
States, Canada, or Mexico. And remember – there are also special 
rules for divorce and separated parents. Again, use old reliable 
Publication 501 for additional guidance. Okay. So, if all this 
escaped you, I've got one more visual to bring it all home.  

 
 For head of household filing status, the dependent must be a US 

citizen, a US national, or a US resident alien or a resident of 
Canada or Mexico. You can also look at Publication 519 – US Tax 
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Guide for Aliens – for additional information. All right. It's almost 
–  

 
 
 done. But to make sure you're still with me, I have another quiz. 

All right. Can a client living in New York claim head of household 
status with a dependent parent who lives in Guatemala?  

 
Audience: No.  
 
Audience: It depends.  
 
Presenter: I'm hearing some good answers. It depends. If the parent is a US 

citizen or a national and the client provides over half the cost of 
keeping up their parent's home, then yes, the parent in Guatemala 
is a qualifying relative, and therefore, the client would be eligible 
for head of household. Now, if the parent is not a US citizen or 
national and the client's parent in Guatemala is not a qualifying 
relative then therefore, the client would not be eligible for head of 
household. Okay.  

 
 One more question. Can the client living in Georgia –  
 
 
 claim head of household filing status for a dependent parent who is 

a Mexican citizen with an ITIN and lives in Texas?  
 
Audience: Yes.  
 
Presenter: Yes, because the client can claim a parent who is a US resident 

alien. As a qualifying relative for head of household, as long as he 
or she provides more than half of the costs to keep up the parent's 
home. I have to say – you all did a great job on these quizzes and 
I'm so disappointed. All right. So, I have one little bit of a sad bit 
we need to talk about a little bit and that's bounties.  

 
 So, as I've emphasized, form 8867 and keeping a copy is very 

important and also, records for anything that you relied on as far as 
documentation for your clients. And that includes the head of 
household filing status. And that must be included with every –  

 
 
 return. The form 8867 was redesigned last year to include the new 

changes but remember – there are penalties for not meeting due 
diligence requirements. If you fail to comply for all the credits 
and/or the head of household in preparing the return, the IRS can 
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assess a $520.00 penalty against you or against your employer for 
each failure per return. This amount is going to be increased in 
2020 to $530.00. Also, there's no limit on the dollar amount of 
penalties you or your employer could receive.  

 
 Now, we did receive some feedback from tax preparers and guess 

what? We listened. That is why we're having a small revision for 
this upcoming year for the form. So, keep an eye out for more 
information.  

 
 
 So, I would like to leave you with a couple other things. First of 

all, the due diligence resource kit. I'm telling you – this offers free 
training and it will give you an online continuing education credit 
from the comfort of your own business or your own home. Keep 
that in mind. We offer questions and answers and all sorts of 
information in that regard.  

 
 We also have website access and additional information and an e-

mail to contact us. So, take this away, please. Eligible children for 
CTC must have the required social security number. Due diligence 
applies to head of household and remember to consider the new 
Credit for Other Dependents. And the toolkit is free for you to use 
online.  

 
 Now, go out, enjoy the rest of the tax forum, enjoy Chicago, and I 

wish you all a great filing season this coming year.  
 
[Applause] 
 
 
[End of Audio] 
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One Year Later…-Glossary 

Additional Child Tax Credit (ACTC)- The Additional Child Tax Credit (ACTC) is a 
refundable credit that you may receive if your Child Tax Credit is greater than the total 
amount of income taxes you owe, as long as you had an earned income of less than 
$2,500. For 2018 returns, the ACTC is worth $1,400. 
 
American Opportunity Tax Credit (AOTC)- The American opportunity tax credit 
(AOTC) is a credit for qualified education expenses paid for an eligible student for the 
first four years of higher education. You can get a maximum annual credit of $2,500 per 
eligible student. 
 
Child Tax Credit CTC- The Additional Child Tax Credit (ACTC)-is a refundable 
credit that you may receive if your Child Tax Credit is greater than the total amount of 
income taxes you owe, as long as you had an earned income of less than $2,500. For 
2018 returns, the ACTC is worth $1,400. 
 
Due Diligence Form 8867- Only paid tax return preparers should complete this form. If 
you were paid to prepare a return for any taxpayer claiming the EIC, 
the CTC/ACTC, and/or the AOTC, you must complete Form 8867As a paid tax return 
preparer, you are required to exercise due diligence when preparing any client’s return or 
claim for refund. As part of exercising due diligence, you must interview the client, ask 
adequate questions, and obtain appropriate and sufficient information to determine the 
correct reporting of income, claiming of tax benefits (such as deductions and credits), and 
compliance with 
the tax laws. As a paid tax return preparer, you also must meet specific due 
diligence requirements set forth in Treasury Regulations when you 
prepare returns and claims for refund involving the EIC, the CTC/ 
ACTC, and/or the AOTC. To meet these due diligence requirements, you may need to 
ask additional questions and obtain additional information to determine eligibility for, 
and the amount of, the EIC, the CTC/ACTC, and/or the AOTC. Failure to meet the EIC, 
the CTC/ACTC, and/or the AOTC due diligence requirements could 
result in a $510 penalty for each failure. See section 6695(g) and Temporary Regulation 
section 1.6695-2T. 
 
Earned Income Tax Credit (EITC)- The United States federal earned income tax credit 
or earned income credit (EITC or EIC) is a refundable tax credit for low- to moderate-
income working individuals and couples, particularly those with children. ... U.S. tax 
forms 1040EZ, 1040A, or 1040 can be used to claim EITC without qualifying children. 
 
Head of Household (HOH)- is a filing status for single or unmarried taxpayers who keep 
up a home for a Qualifying Person. The Head of Household filing status has some 
important tax advantages over the Single filing status. 
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Credit for Other Dependents (ODC)-Dependents who can’t be claimed for the Child 
Tax Credit may still qualify you for the Credit for Other Dependents. This is a non-
refundable tax credit of up to $500 per qualifying person. The qualifying dependent must 
be a U.S. citizen, U.S. national, or U.S. resident alien. 
 
The Tax Cut and Jobs Act (TCJA)- The IRS is working on implementing the Tax Cuts 
and Jobs Act (TCJA). This major tax legislation will affect individuals, businesses, tax 
exempt and government entities. 
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	Denise: Thank you, Mike, for that nice introduction, and good afternoon, everyone. It's already been a jammed packed day for most of you, I'm sure, and I'm thinking that the river walk is calling to you or maybe even just a little nap right now. But, instead, you chose to come and spend some time with me, and I thank you. So, folks, together, we've all been through one year of the expanded due diligence requirements under the Tax Cuts and Jobs Act legislation, otherwise known as public law 115-97. We've all
	 
	 So, before I start, let me tell you just a little bit more about myself. Well, first of all, I'm getting there. I've worked for the Internal –  
	 
	 
	 revenue service for 33 years and I already see the light of retirement rather than an oncoming train in my future. So, I'm very excited. But, more specifically, I work for a group called the Refundable Credits Administration, and my specific team has oversight for due diligence refundable credits. And, you know, I know a couple of them as the Earned Income Tax Credit and the American Opportunity Tax Credit – also known as AOTC. And this might be some good news for you; I'm not gonna cover those today. Howe
	 
	 
	 other dependents – ODC. They were all affected by the tax reform legislation. Plus, I'm going to cover the due diligence requirement for the head of household filing status. And, you know, with more complex tax situations, we thought that reconnecting with you on a couple of these topics, after the first filing season, would benefit all of us. Understanding tax reform changes, social security number requirements, and family relationships to consider when preparing tax returns can be a big challenge.  
	 
	 So, let me start by looking at what today's seminar is going to offer. I'm going to give you just a quick overview of the expanded IRC – Internal Revenue Code – Section 6695(g) –  
	 
	 
	 Due Diligence Requirements for Paid Tax Return Preparers. And I am going to recap, as I just mentioned, the law as it applies to Child Tax Credit, Additional Child Tax Credit, the Credit for Other Dependents, and the head of household filings status. And – this is important – I will also discuss with you the social security number and citizenship requirements for each of those credits, as well as those rules for the head of household filing status. And, in addition, I'm going to share with you one of the b
	 
	 
	 more to it, but I'll get to that a little bit later. So, like with most of our seminar presentations, we're gonna start with just a brief overview of the due diligence requirements for preparers. Okay. As you know, you must – to meet the due diligence requirement as a professional preparer, you are expected to apply the knowledge requirement, which means – understanding the tax law for all the credits, including thee credit for other dependents, as well as the rules to claim the head of household filing st
	 
	 
	 based on the information provided by your client or the information that you obtain or know about. Thirdly, you must keep copies of all the required records, including worksheets and other documents you relied on to determine credit eligibility for your client. You are also required to record the questions that you asked and the answers that you received. And these copies of your client's information records must be stored on paper or electronically. And finally – and this is so important, I'm going to rei
	 
	 This form, as you might know, was revised last year to reflect the due diligence requirements for the new Credit –  
	 
	 
	 for Other Dependents and the head of household filing status. And I have a little head up. Additional revisions are on the horizon for the 2019 filing tax year. Now, there are two areas where we see preparers making the most mistakes, and they are failing to meet the knowledge requirement and not keeping all the required records. So, let's look a little more closely at those items.  
	 
	 Did you know, when failing to meet the knowledge requirement, preparers often do not recognize inconsistent, incomplete, or incorrect information their clients are giving them? Or what we call – not applying the common-sense standard for information that was provided. And so, what does a common-sense approach –  
	 
	 
	 to meeting this requirement, look like? Well, consider what you know about the income from employers and industries and your community, and weigh it against the information that your client shares with you. Does it make sense? Compare the information against what you know about your client and perhaps their past year returns if there were any. And, go ahead – ask those follow-up questions that may be needed, even if you think you already know the answer.  
	 
	 Because, as I know personally, life changes daily. Now, you can also develop your own interview process, and be sure that you apply it to every return every time. Now, we have a second problematic area that we see –  
	 
	 
	 and its record keeping. Now, that seems to be fairly straightforward, right? But what do the documents really need to keep look like? There are times when we find that preparers are not keeping those required records. Remember – you must keep and report all of the additional questions you asked your client to comply with your due diligence requirement and your client's answer to those questions.  
	 
	 And be sure to record who gave you that information and when you received it. It is required that you keep copies of all the worksheets you completed to compute the amount of the credit. And, of course, you must keep a copy of form 8867 and copies of any client's document that you relied on to determine – 
	 
	 the eligibility for each credit and/or the head of household filing requirement. You also must include the form with every return you prepare. I would also ask you to keep in mind that the professional software you may use may not provide you 100 percent of the questions that you might need to ask. There may be situations when you will need to ask for more information. And be sure to not ask those leading questions and have your client feel like you're helping them out to get the right answer.  
	 
	 So, I'm gonna take a little sip of water and I want to tell you about an experience I had. Now, this was about 100 years ago, when I used to answer –  
	 
	 
	 the questions on the IRS toll-free line. I was trying to ask an open-ended question. So, I asked this gentleman, "Sir, what is your marital status?" There was a pause. "Not good."  
	 
	[Laughter] 
	 
	 "I'm sorry to hear that, sir." That question may have been a little broad, so, you can see how important it is to ask the right question. But, again, even that question left the door open for me to investigate a little bit more. Now, if you employ tax preparers in your business, it's important to have a due diligence process in place for them, as well as your business. Now, looking at the legislative changes from the Tax Cuts and Jobs Act of 2017 – and for my ease –   
	 
	 
	 moving forward, I may call it, "Tax reform", I may call it "legislation", but you'll know what I'm talking about. Let's look at it – some of those issues, some of the highlights that we're covering. As you know, the tax reform made changes to the Child Tax Credit and the Additional Child Tax Credit. It took away the personal and dependent exemptions, deduction, bringing it down to zero. The credit now phases out at much higher income levels.  
	 
	 The phase out begins at $400,000.00 for married filing jointly, and $200,000.00 for all other filers. The Child Tax Credit may be worth up to $2,000.00 per qualifying child, depending, of course, on your client's income, with the refundable portion for the ACTC up to –   
	 
	 
	 $1,400.00 per child. And to claim the refundable portion, your client must have earned income of over $2,500.00. However, to claim a qualifying child for the CTC/ACTC, the child must now have the required social security number. And some clients may have received the credit for the first time in 2018 while others may have lost the credit. But for your clients who have children with individual tax identification numbers – the ITIN – or who have dependents over the age of 16, they may be eligible for the cre
	 
	 to your clients' being eligible to claim the credit for the CTC and ACTC is the child must have the required social security number issued prior to the due date of the return, including extensions. So, what constitutes a required social security number? The required social security number is one that is valid for employment and is issued by the social security administration before that due date of the return plus extensions, which means that the social security card will either have no additional markings
	 
	 
	 your client cannot claim the CTC/ACTC for that child. But if the client's immigration status has changed – so, the child is now a US citizen or a permanent resident – your client can go back to the social security administration and request a new social security card without the legend shown on the card on the slide. Also, you might come across a card that says, "Valid for work only with DHS authorization" and if that is printed on there, the child has the required social security number for your client to
	 
	 
	 have an ITIN number. The social security number applies only to the child. So, bottom line – the client can have an ITIN, but the child must have the required social security number. Okay. Guess what?  
	 
	 I want to keep you awake so; we have a short video to share with you. Last year, we introduced, at the tax forums, tax preparer Tracy and her client, Jeff, who had been divorced. And did anybody see that last year? Did anybody attend? Oh, my gosh.  
	 
	 There's more than I expected. Well, for those of you who did not meet Tracy and Jeff, don't worry; when we made the sequel, it stands alone. So, let's sit back and take a look at this video.  
	 
	[Beginning of Video] 
	 
	[Phone rings]  
	 
	Tracy Webb: Good morning. Webb Tax 
	 
	 
	 Preparation Service. Tracy Webb speaking. How may I help you?  
	 
	Jeff Adams: Tracy, it's Jeff Adams.  
	 
	Tracy Webb: Hm-hmm. 
	 
	Jeff Adams: Yeah. We haven't spoken since you helped me do my first tax return after my divorce. I still can't thank you enough for all your help.  
	 
	Tracy Webb: Wow, Jeff. Good to hear from you. Oh, yes, my old friend and client. How are you and your two kids doing? 
	 
	Jeff Adams: Actually, Tracy, everything is great. I've been dating someone and just recently got engaged.  
	 
	Tracy Webb: Wow. Congratulations. Now, I would love to hear more about how you met, but I'm sure that's not why you called. So, let's talk taxes. How can I help you, Jeff?  
	 
	Jeff Adams: You read my mind. I don't think my tax situation's gotten any easier. I have so many questions for you. First – my fiancé, Mia, and her son moved in with me and my two kids this past May. Now, I need to know if I'm still filing head of household and can she be head of household as well? Or does Mia have to file another way? Also, what about the kids? Who claims who?  
	 
	Tracy Webb: Yeah. Wow. I agree – that's –  
	 
	[00:17:00:13] 
	 
	 a lot of questions that we'll need to deal with when you file this year.  
	 
	Jeff Adams: But wait a minute. That's not all. Mia pays all her mom support and her mom lives in Mexico. She hasn't considered claiming her mom as a dependent in the past, but we heard that maybe she could.  
	 
	Tracy Webb: Okay. Let's meet to further discuss. But before we meet, I have homework for the two of you. I'll e-mail you a list of questions and possibly ask for some documents. I would need this in order to prepare both of your tax returns. Since you aren't married yet, you'll be filing separately.  
	 
	Jeff Adams: Okay. I figured as much. You've always been very thorough. Let's set that appointment up now, but let's make it a week or two out. My fiancé and I will need time to run down all that information that you need.  
	 
	Tracy Webb: Okay. That's perfect. I'll e-mail you my open dates. Now, is your e-mail address still good from last year? 
	 
	Jeff Adams: Yes, it is. Just one more question before I say, "Goodbye".  
	 
	Tracy Webb: Sure. What is it, Jeff?  
	 
	[00:18:00:04] 
	 
	Jeff Adams: Do you offer discounts for family tax preparation services?  
	 
	[Audience laughs] 
	 
	Tracy Webb: I do. We'll talk fees at our appointment. So, I'll see you then.  
	 
	Jeff Adams: Thank you. Great talking to you again.  
	 
	Tracy Webb: Same here, Jeff. Bye-bye.  
	 
	Jeff Adams: She got me.  
	 
	[End of Video] 
	 
	Presenter: [Sighs] Just listening to the phone call between Jeff and Tracy – can you tell they're going to have a very interesting visit this year?  
	 
	Audience: Yes, they are.  
	 
	Presenter: Hm-hmm. There are several tax issues to sort through, right? Well, here are a couple of things that I heard. What about filing status? Who is head of household?  
	 
	 Will either of them have to file a single? This is important, because there are two adults in the household. And Tracy will need to consider both the qualifying children and qualifying relatives, right?  
	 
	[00:19:00:08] 
	 
	 Citizenship or residency – how does that affect the fiancé, Mia's, claiming her son Mika? And what about Mia claiming her mom? And how about those sources of financial support for the people living in the couple's household, and for Mia's mother? What does this all look like? In addition, what credits could Jeff and Mia claim for the kids? Or even, for that matter, Mia's mom?  
	 
	 Gee. Taxes can really complicate – I'll use that word – love. Wouldn't you agree? So, did I miss anything in my thoughts about that conversation? What do you think? But I promise you, hold on to your thoughts, because there's more to come in just a little while.  
	 
	 Since we know the children are a big part of Jeff and Mia's filing –  
	 
	[00:20:00:17] 
	 
	 dilemma let's just start by looking at what a preparer must consider when determining Child Tax Credit and the Additional Child Tax Credit. For your client's child to qualify for the Child Tax Credit and the Additional Child Tax Credit, each child claim must meet the requirements shown on this slide. So, I'm gonna plunge into the weeds for just a moment to review the requirements. The child must be related to your client such as his son, daughter, nephew, et cetera – including an adopted child or if they'r
	 
	 Now, the child must be under 17 by the end of the year, meaning they have to be 16 on the last day of the year –  
	 
	[00:21:00:00] 
	 
	 December 31st. And that child must have lived with the client for more than half of the year, but don't forget those exceptions. And one example I always think of is the student that's away at school. The child must not have provided more than half of his own support. The child must not have filed a joint tax return with a spouse or filed a joint return only to claim a refund for the estimated taxes or the taxes withheld. The child must be claimed as a dependent on the client's return.  
	 
	 And the child must be a US citizen, a US national, or a US resident alien. And again, as I mentioned a little earlier, the child must have the required social security number. And again – the parents can have an ITIN and still claim the credit. 
	[00:22:00:14] 
	 
	 Along with the social security number requirements, equally important is the child's citizenship. So, I want to talk about that a little bit more. The qualifying child must be a US citizen, a US national, or US resident alien, and that's a non-citizen person who has a green card or they meet the substantial presence test. And remember – the citizenship test is different from the required social security number test.  
	 
	 That child must meet both criteria, and it's important to also remember the citizenship test – which is being a US citizen, national, or resident –  
	 
	 
	 alien – is different from the residency test, which is living with your client for more than six months. Both must be examined closely when determining the eligibility for the Child Tax Credit and Additional Child Tax Credit. Now, I've given you a lot to think about and you might be feeling a little drowsy after all my talking, so, I'm gonna wake you up, because I'm gonna give you a pop quiz. So, be ready to shout out your answers and I'm gonna listen to what you say and then, we will share the results. No
	 
	 First question – can the client claim the Child Tax Credit for a child who is a US – citizen living with her in Germany? What do I hear? 
	 
	Audience: Yes.  
	 
	Presenter: Oh my gosh. That was too easy. The answer is, "Yes". Since the child is a US citizen, the child doesn't have to be a US resident to be eligible to claim the child tax credit. Here comes number two.  
	 
	 Can the client claim the Child Tax Credit for a child who's a non-US citizen living in Mexico? 
	 
	Audience: No.  
	 
	Presenter: Oh. I gotta tighten these up a little. The answer is, "No". Since the child isn't a US citizen or a national, the child would have to be a US resident alien to be eligible to claim the Child Tax Credit. All right. I got one more. Can the client claim the Child Tax Credit for a child who's a non-US citizen living in the US? 
	 
	 
	Audience: Yes.  
	 
	 [Crosstalk] 
	 
	Presenter: Remember where they always say, "Go with your first instinct?" The answer is, "Yes". Remember – we're only talking about the citizenship test at this point. So, although the child isn't a US citizen or a national, since the child is a US resident alien, the child is eligible to be claimed for the Child Tax Credit if he or she meets the social security number requirement for the Child Tax Credit. But if the child has an ITIN, the answer would then be, "No".  
	 
	 So, okay, I hope the questions, the answers, and the "Whys?' And the "Wherefores" help you to better understand that citizenship test for the child tax credit. Now, I'm going to turn now to our newer credit – the Credit for – 
	 
	 
	 
	                                    Other Dependents. The Credit for Other Dependents – or the ODC – is an exemption of the – I'm sorry; excuse me – extension of the Child Tax Credit. So, of course, the due diligence requirements apply here as well. The credit created by the new legislation offers a $500.00 non-refundable credit for each eligible dependent. And, to begin, a dependent for the ODC includes your client's dependent qualifying child who cannot be claimed for the CTC for a couple of reasons – eit
	 
	 And you know what you should always depend on if it gets a little muddy? Good old Publication –  
	 
	 501 – Dependent's Standard Deduction and Filing Information. Secondly, a dependent for ODC includes your client's dependent, who is a qualifying relative. And remember – a qualifying relative is a person who depends on your client for more than half of their financial support, including a relative – such as an adult child – an aunt or a brother, or an aging parent. It also could be a person who's not related to your client and lives with them for the entire year. So, I want to look a little closer at the O
	 
	 Specifically, an ODC qualifying relative –  
	 
	 
	 is a person who is not your client's qualifying child for those CTC/ACTC; is claimed as a dependent on your client's return; is a US citizen, a US national, or US resident alien. Therefore, dependents residing in Mexico or Canada cannot be claimed for the Credit for Other Dependents if they are not US citizens. This rule is the same as the citizenship rule for the Child Tax Credit. And the person must have a tax identification number or a TIN on or before the due date of the return, including extensions. N
	 
	 It can be that ITIN. It can be an adoption tax identification –  
	 
	 
	 number or an ATIN. It can be a social security number or even a social security number not valid for employment. For ITINs, all you really need to know today is that the IRS issues ITINs to the non-citizens who are not eligible for a social security number. And there is a good ITIN resource. It's Publication 1915 – Understanding your IRS Individual Tax Identification Number.  
	 
	 Also, I believe there is one more ITIN seminar that you can attend while you're at the forum this week, and right across the hall, there are ITIN subject matter experts available to answer your general questions. Now, for the credit for other dependent, the other rules to be claimed as a qualifying relative apply as well, which really means your client's dependent must not have –  
	 
	 
	 gross income of $4,150.00 or more, not file a joint return with a spouse, or only files jointly to claim that refunding for withholding or estimated tax payment and receives over half of their total support from your client. Remember, Publication 501 is your friend if you have any thoughts at all about this. Now, with any tax matter, if you're not confident, it's always just best to do the research. That's one of the first things they taught us when we answered calls on the IRS toll-free lines. Now, with a
	 
	 So, I have another quiz, and let's see how I do here. Really, this is my quiz, not your quiz.  
	 
	 
	 So, remember again, all the questions are based on a client being a US citizen. Can the client claim ODC for a sister who's a dependent with an ITIN number and lives in Canada and is a Canadian citizen? Is that "Yes", "No" or "It depends"? 
	 
	Audience: No.  
	 
	Presenter:  Yes, that – no. The answer is, "No". The sister is a Canadian citizen. For the ODC, the qualifying dependent must be a US citizen, national, or resident alien. Next question. Can the client claim that ODC for a brother who is a dependent with an ITIN number living in New York City? 
	 
	Audience: Yes.  
	 
	Presenter: The answer is, "Yes." And why is that? The brother, who is the client's dependent, has an ITIN number and resides in New York, making him a resident alien.  
	 
	 
	 Next. Can the client claim ODC for his parent who is a dependent and has a tax – listen to me – a tax identification number and lives in Japan? "Yes", "No", or "It depends"?  
	 
	Audience: It depends.  
	 
	Presenter: Oh my gosh. This is a smart group. It is, "It depends". And why is that? If the parent is a US citizen or national, your client can claim the parent in Japan for the Credit for Other Dependents.  
	 
	 Here, he would have the required tax identification number. If the parent isn't a US citizen or a national, your client cannot claim the parent that lives in Japan. Now, to further assist you, I have this kind of, I think, cool at-a-glance visual that should be in your packets that you ran off to determine tax –  
	 
	 identification numbers. Now, this chart provides a summation of the information I've just shared with you, but, more importantly, I hope it will help you back at your office when you find yourself trying to sort through the taxpayer's identification number and citizenship for all these credits. Now, I'm thinking that this might be a good time to check back in with client Jeff and tax preparer to see how they're doing, and also, to meet Mia, to see if their new romance is gelling with their tax situation.  
	 
	[Beginning of Video]  
	 
	Tracy Webb: Hello. Good to see you again, Jeff.  
	 
	Jeff Adams: Good to see you, too, Tracy.  
	 
	Tracy Webb: And you must be Mia.  
	 
	Mia: Yes. And thank you, again, for adding me to your client list. I really appreciate it.  
	 
	Tracy Webb:  You're welcome. Since I know we both have busy days –  
	 
	 
	 let's get started.  
	 
	Mia: Well, here's the information you asked for you in your e-mail. Sorry about the kids' folders, but I thought you'd want them separated.  
	 
	Jeff Adams: That's my Mia. She's always organized and efficient. That's what I love about her.  
	 
	Tracy Webb: Okay. Then [Inaudible] Mia, separate folders – you just became my favorite client.  
	 
	Mia: Well, thank you. I just want this to run as smoothly as possible for all of us.  
	 
	Tracy Webb: Before we begin, Jeff, I want to remind you – and to let you know, Mia – that as a paid tax preparer, I'm required to practice due diligence. I will ask you both a series of questions to ensure you both claim the correct credits and filing status on your tax returns. In addition, I need to confirm that you both agree to discuss your tax preparation details in front of one another.  
	 
	Jeff Adams: Yes, I do.  
	 
	Mia: Well, if you do, I do, too.  
	 
	Tracy Webb: Jeff, let's start with you.  
	 
	 
	 I see your employer is the same and that you had wages of $90,000.00 and you have $66.00 in interest income. What about child support and any other income? 
	 
	Jeff Adams: Well, there's no other income, but I receive $200.00 a month in child support for Chelsea and Danny.  
	 
	Tracy Webb: Did the kids live with you all last year?  
	 
	Jeff Adams: Oh, yes, they did. Only exceptions were weekends and four weeks during the summer. Can you believe that Danny is 18 and Chelsea is 15? Danny's gonna be going off to college this fall. 
	 
	Tracy Webb: Wow. College. Now, that is great news. Now, I have two more questions for you. As I asked in my e-mail, didn't you sign from 8332 to allow your ex-wife to claim the kids on her tax return?  
	 
	 Also, did you include a list showing all the household bills you pay – such as mortgage, cable, gas, water, et cetera? 
	 
	Jeff Adams: Well, form 8332 –  
	 
	 
	 don't need it. I got the kids and we've agreed that I'm going to claim them. I do have a list. I pay for mortgage, water, electricity, yard care, and most of the groceries.  
	 
	Mia: I pay for the cable, phone, and gas bill. I help with the groceries, too. With all three kids and Jeff here to feed, I seem like I'm always at the store instead of at home.  
	 
	Tracy Webb: Well, that's perfect. So, Jeff, I need to confirm that your social security number, along with the kids, is correct. So, is that correct?  
	 
	Jeff Adams: Yes, ma'am. That's correct. Nothing's changed here.  
	 
	Tracy Webb: That's great. It appears that you will be able to file head of household again this year, Child Tax Credit for Chelsea, plus the Credit for Other Dependents for Danny.  
	 
	Jeff Adams: That's good. Could I claim Mia's son Mike as a dependent for either credit?  
	 
	Tracy Webb: No. I'm afraid not. At this point, Mika doesn't need the relationship test to be your qualifying child for the Child Tax –  
	 
	 
	 credit. And he's not your qualifying relative for the Credit for Other Dependents.  
	 
	Mia: So, if Jeff is head of household, what about me? I pay for all my son's expenses, including private school. His father hasn't been in the picture for years. I even support my mother, who still lives in Mexico.  
	 
	Tracy Webb: That's a good question. Let me look at the documents that you provided. Okay. So, it's great how you outline everything – your expenses – and broke then out by month, and looking at your spreadsheet, Jeff pays two-thirds of the household expenses and you pay one-third. Based on this, you are not qualified to claim head of household with Mika. But you can claim him for Child Tax Credit. 
	 
	Mia: I understand why I'm not head of household for Mika, but since I support my mom, can I be head of household for her? This is so complicated.  
	 
	 
	Tracy Webb: Yeah. I understand your confusion, but first, let's confirm whether your mom is your dependent.  
	 
	Jeff Adams: This sounds really tax tech-y. That's exactly why we're sitting here right now, right, babe?  
	 
	Mia: I agree, Jeff. Right now, I am so confused.  
	 
	Tracy Webb: I've got you guys, okay? So, Mia, I see you provided your mom's ITIN number. This is the first step of meeting the Credit for Other Dependent's rules. Tell me about her monthly income sources and how much of it you provide?  
	 
	Mia: As you can see from my paperwork, I'm a US citizen, but my mother is not. Shel lives on her own in Mexico and she gets a small pension of $250.00 a month and I send her $600.00 a month and that's it.  
	 
	Tracy Webb: Well, that would give your mom – let's do some calculations – $850.00 a month and a yearly income of $10,200.00. Now, with that, I have good news and bad news.  
	 
	 
	 The bad news is, even though your mom meets the test to be your dependent as a qualifying relative, you can't claim her for the Credit for Other Dependents because she's not a US citizen or resident. However, the good news is – you can claim head of household because she's living in a separate home and you pay over half of her household expenses.  
	 
	Mia: So, let me see if I understand. I get to claim head of household for my mom because I provide more than half of her support, and I get to take the Child Tax Credit for Mika, right? Overall, that's not so bad.  
	 
	Tracy Webb: Yes. I think you got it. There you go. And I'm glad I could help to clear this up.  
	 
	Jeff Adams: Tracy, I must say, your service is priceless. Especially with that discount.  
	 
	Tracy Webb: I'm glad you think so. So, now, let's go over some other credits and deductions on your returns.  
	 
	[End of Video] 
	 
	Presenter: I think one of those characters –  
	 
	 better keep her day job. But –  
	 
	 [Laughter] 
	 
	 did you observe the way our tax preparer Tracy asked the probing questions for both Jeff and Mia? Because, you know, practicing due diligence correctly may require you to dig a little deeper and maybe even sound a little bit nosy. You need to do that to determine your client's eligibility for the tax credits. And, of course, as I mentioned before, non-leading questions are the best way to go. Now, preparer Tracy was up front.  
	 
	 She covered confidentiality and shared due diligence requirements that she must comply with by law. She explained that each person's return would be addressed individually, and they would be required to file separate individual tax returns. Tracy also verified her information from Jeff last year to make sure that it was still correct. But by doing this, Tracy met the –  
	 
	 due diligence requirement for knowledge. She ensured Jeff's information was complete and consistent, and Tracy also revisited the child support that he was receiving. She also asked critical questions to determine Jeff and Mia's eligibility for the Child Tax Credit and the Credit for Other Dependents, as well as the head household filing status, including questions about Mia's son and her mother. So, let's break that down just a little bit more. So, here's the breakdown.  
	 
	 Jeff can claim Chelsea, who's under age 17, and Mia can claim her son Mika. But what about dependents for – the Credit for Other Dependents? Jeff can claim Danny, his dependent child, who's over the age of 16, however, Jeff could not claim Mika, and that's because Mika did not live with him – 
	 
	 
	 the entire year, and he was a qualifying child for another taxpayer. For ODC, Mia cannot claim her mother. Mia's mom did not reside in the United States, nor is she a US citizen or a US national. Now, looking at the dependents for purposes of head of household filing status, Jeff qualifies for head of household because he paid more than half the cost and expenses for keeping up the couple's home. But did you get this?  
	 
	 Mia also does qualify for head of household for the same reason – she paid more than half of the expenses for her mom's home, who resides in Mexico. And all I can say is thank goodness for your tax professionals, because you get to sort all these things out. I want to talk about head of household just a little bit more.  
	 
	 Under the Tax Cuts and Jobs Act, none of the rules for head of household have changed, and the only change was the legislation that brought that under the due diligence requirements. It does not matter if the client is not eligible to claim the credit CTC/ACTC/ODC or, for that matter, Earned Income Credit or AOTC. It stands alone. To claim the head of household filing status, the client's dependent must be a US citizen, a US national, or a resident alien, or a resident of Canada or Mexico as shown in the v
	 
	 A client's parent who's a US citizen or national –  
	 
	 
	 can live in the United States or abroad, however, a parent who's a non-US citizen or a national can only live, again, in the United States, Canada, or Mexico. And remember – there are also special rules for divorce and separated parents. Again, use old reliable Publication 501 for additional guidance. Okay. So, if all this escaped you, I've got one more visual to bring it all home.  
	 
	 For head of household filing status, the dependent must be a US citizen, a US national, or a US resident alien or a resident of Canada or Mexico. You can also look at Publication 519 – US Tax Guide for Aliens – for additional information. All right. It's almost –  
	 
	 
	 done. But to make sure you're still with me, I have another quiz. All right. Can a client living in New York claim head of household status with a dependent parent who lives in Guatemala?  
	 
	Audience: No.  
	 
	Audience: It depends.  
	 
	Presenter: I'm hearing some good answers. It depends. If the parent is a US citizen or a national and the client provides over half the cost of keeping up their parent's home, then yes, the parent in Guatemala is a qualifying relative, and therefore, the client would be eligible for head of household. Now, if the parent is not a US citizen or national and the client's parent in Guatemala is not a qualifying relative then therefore, the client would not be eligible for head of household. Okay.  
	 
	 One more question. Can the client living in Georgia –  
	 
	 
	 claim head of household filing status for a dependent parent who is a Mexican citizen with an ITIN and lives in Texas?  
	 
	Audience: Yes.  
	 
	Presenter: Yes, because the client can claim a parent who is a US resident alien. As a qualifying relative for head of household, as long as he or she provides more than half of the costs to keep up the parent's home. I have to say – you all did a great job on these quizzes and I'm so disappointed. All right. So, I have one little bit of a sad bit we need to talk about a little bit and that's bounties.  
	 
	 So, as I've emphasized, form 8867 and keeping a copy is very important and also, records for anything that you relied on as far as documentation for your clients. And that includes the head of household filing status. And that must be included with every –  
	 
	 
	 return. The form 8867 was redesigned last year to include the new changes but remember – there are penalties for not meeting due diligence requirements. If you fail to comply for all the credits and/or the head of household in preparing the return, the IRS can assess a $520.00 penalty against you or against your employer for each failure per return. This amount is going to be increased in 2020 to $530.00. Also, there's no limit on the dollar amount of penalties you or your employer could receive.  
	 
	 Now, we did receive some feedback from tax preparers and guess what? We listened. That is why we're having a small revision for this upcoming year for the form. So, keep an eye out for more information.  
	 
	 
	 So, I would like to leave you with a couple other things. First of all, the due diligence resource kit. I'm telling you – this offers free training and it will give you an online continuing education credit from the comfort of your own business or your own home. Keep that in mind. We offer questions and answers and all sorts of information in that regard.  
	 
	 We also have website access and additional information and an e-mail to contact us. So, take this away, please. Eligible children for CTC must have the required social security number. Due diligence applies to head of household and remember to consider the new Credit for Other Dependents. And the toolkit is free for you to use online.  
	 
	 Now, go out, enjoy the rest of the tax forum, enjoy Chicago, and I wish you all a great filing season this coming year.  
	 
	[Applause] 
	 
	 
	[End of Audio] 
	 
	One Year Later…-Glossary 
	Additional Child Tax Credit (ACTC)- The Additional Child Tax Credit (ACTC) is a refundable credit that you may receive if your Child Tax Credit is greater than the total amount of income taxes you owe, as long as you had an earned income of less than $2,500. For 2018 returns, the ACTC is worth $1,400. 
	 
	American Opportunity Tax Credit (AOTC)- The American opportunity tax credit (AOTC) is a credit for qualified education expenses paid for an eligible student for the first four years of higher education. You can get a maximum annual credit of $2,500 per eligible student. 
	 
	Child Tax Credit CTC- The Additional Child Tax Credit (ACTC)-is a refundable credit that you may receive if your Child Tax Credit is greater than the total amount of income taxes you owe, as long as you had an earned income of less than $2,500. For 2018 returns, the ACTC is worth $1,400. 
	 
	Due Diligence Form 8867- Only paid tax return preparers should complete this form. If 
	you were paid to prepare a return for any taxpayer claiming the EIC, 
	the CTC/ACTC, and/or the AOTC, you must complete Form 8867As a paid tax return preparer, you are required to exercise due diligence when preparing any client’s return or claim for refund. As part of exercising due diligence, you must interview the client, ask adequate questions, and obtain appropriate and sufficient information to determine the correct reporting of income, claiming of tax benefits (such as deductions and credits), and compliance with 
	the tax laws. As a paid tax return preparer, you also must meet specific due 
	diligence requirements set forth in Treasury Regulations when you 
	prepare returns and claims for refund involving the EIC, the CTC/ 
	ACTC, and/or the AOTC. To meet these due diligence requirements, you may need to ask additional questions and obtain additional information to determine eligibility for, and the amount of, the EIC, the CTC/ACTC, and/or the AOTC. Failure to meet the EIC, 
	the CTC/ACTC, and/or the AOTC due diligence requirements could 
	result in a $510 penalty for each failure. See section 6695(g) and Temporary Regulation section 1.6695-2T. 
	 
	Earned Income Tax Credit (EITC)- The United States federal earned income tax credit or earned income credit (EITC or EIC) is a refundable tax credit for low- to moderate-income working individuals and couples, particularly those with children. ... U.S. tax forms 1040EZ, 1040A, or 1040 can be used to claim EITC without qualifying children. 
	 
	Head of Household (HOH)- is a filing status for single or unmarried taxpayers who keep up a home for a Qualifying Person. The Head of Household filing status has some important tax advantages over the Single filing status. 
	Credit for Other Dependents (ODC)-Dependents who can’t be claimed for the Child Tax Credit may still qualify you for the Credit for Other Dependents. This is a non-refundable tax credit of up to $500 per qualifying person. The qualifying dependent must be a U.S. citizen, U.S. national, or U.S. resident alien. 
	 
	The Tax Cut and Jobs Act (TCJA)- The IRS is working on implementing the Tax Cuts and Jobs Act (TCJA). This major tax legislation will affect individuals, businesses, tax exempt and government entities. 
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