Eitc Due Diligence Training

Due
Diligence

Give your clients -

their due. s

The Due Diligence Must Do’s

Know the law

Apply your knowledge

Ask all the right questions

Get all the facts

Document as you go and keep records

EITC due diligence training is a critical aspect of ensuring that tax
preparers and individuals involved in the preparation of tax returns are
well-equipped to navigate the complexities associated with the Earned Income
Tax Credit (EITC). The EITC is a valuable tax benefit designed to assist low-
to-moderate-income working individuals and families, reducing their tax
burden while promoting work. As this credit has significant financial
implications for eligible taxpayers, understanding the due diligence
requirements related to its application is essential for tax professionals.

What is EITC?

The Earned Income Tax Credit is a refundable tax credit aimed at helping
working-class individuals and families, particularly those with children. The
EITC reduces the amount of tax owed and can even result in a refund if the
credit exceeds the tax liability. The credit's amount varies based on income,
number of children, and filing status, making it crucial for tax preparers to
accurately assess eligibility and calculate the correct credit amount.

EITC Eligibility Criteria

To qualify for the EITC, tax filers must meet specific criteria:

1. Earned Income: Taxpayers must have earned income from employment or self-
employment.

2. Filing Status: Eligible filers usually must file as single, head of
household, married filing jointly, or qualifying widow(er). Those who are



married filing separately do not qualify.

3. Income Limits: The credit is subject to income limits that change yearly.
Tax preparers must stay informed about these limits to ensure proper
eligibility assessments.

4. Qualifying Children: While it is possible to qualify for the EITC without
children, those with qualifying children can receive a more significant
credit. A qualifying child must meet specific age, relationship, and
residency requirements.

Importance of EITC Due Diligence Training

EITC due diligence training is essential for tax preparers for several
reasons:

1. Compliance with IRS Regulations

The IRS mandates specific due diligence requirements for tax preparers when
filing EITC claims. Failure to comply can result in penalties, including
fines and loss of preparer credentials. Training ensures that tax
professionals remain compliant with these regulations.

2. Protecting Taxpayers

EITC due diligence training equips tax preparers with the knowledge to
accurately assess eligibility, preventing taxpayers from claiming credits
they do not qualify for. This protects taxpayers from potential audits and
financial penalties.

3. Enhancing Professional Credibility

Tax preparers who complete EITC due diligence training demonstrate a
commitment to professionalism and ethical practices. This enhances their
reputation and builds trust with clients.

Key Components of EITC Due Diligence Training

EITC due diligence training covers several essential areas that tax preparers
must understand:

1. Understanding EITC Regulations

Tax preparers must be familiar with the latest IRS guidelines related to the
EITC, including:

The eligibility criteria
Income limits and thresholds
Changes in tax laws that may affect the EITC

2. Documentation Requirements

Proper documentation is crucial for EITC claims. Tax preparers should know



what documents are necessary to substantiate claims, such as:

W-2 forms
1099 forms for self-employed individuals
Proof of residency for qualifying children

3. Conducting Client Interviews

Effective communication with clients is vital. Tax preparers should be
trained on how to conduct thorough interviews to gather relevant information,
including:

Employment history
Marital status
Number of dependents

4. Identifying Common Errors

EITC claims often face scrutiny due to common mistakes. Training should
include identifying and correcting typical errors, such as:

- Misreporting income
- Incorrectly claiming dependents
- Failing to meet residency requirements

Best Practices for EITC Due Diligence

To ensure compliance and maximize client benefits, tax preparers should adopt
best practices:

1. Stay Informed

Tax laws and EITC regulations can change frequently. Tax preparers should
commit to continuous education and stay updated on IRS announcements and
changes.

2. Use EITC Tools and Resources

Various tools and resources can aid tax preparers in ensuring proper EITC
claims. These include:

- IRS EITC Assistant: An online tool that helps determine eligibility.
- Training webinars and workshops: Many organizations offer training sessions
to keep preparers informed.

3. Implement a Checklist Approach

Creating a checklist for EITC due diligence can streamline the preparation
process. This checklist may include:

- Confirming eligibility criteria



- Collecting necessary documentation
- Reviewing all information for accuracy

4. Encourage Client Engagement

Clients should be encouraged to actively participate in the tax preparation
process. This can be achieved by:

- Providing clear explanations of the EITC process

- Encouraging clients to ask questions

- Informing clients about their rights and responsibilities regarding EITC
claims

Consequences of Failing to Exercise Due Diligence

Failing to exercise due diligence when preparing EITC claims can lead to
severe consequences for both tax preparers and taxpayers. Some potential
ramifications include:

1. Financial Penalties

Tax preparers who do not meet due diligence requirements may face penalties
from the IRS, which can vary based on the severity of the violation.

2. Loss of Client Trust

Clients rely on tax preparers to navigate complex tax regulations. If a
preparer fails to ensure due diligence, it can lead to loss of trust,
damaging professional relationships and reputations.

3. Legal Consequences

In extreme cases, negligent tax practices can result in audits, legal
actions, or criminal charges against tax preparers for fraud or willful
misconduct.

Conclusion

EITC due diligence training is not just a regulatory requirement; it is an
essential component of responsible tax preparation. Understanding the
intricacies of the Earned Income Tax Credit ensures that tax professionals
can effectively assist clients while maintaining compliance with IRS
regulations. By committing to ongoing education, adopting best practices, and
fostering client engagement, tax preparers can help maximize the benefits of
the EITC for those who need it most, thereby contributing to the broader goal
of economic stability for low-to-moderate-income families. The implications
of proper due diligence extend beyond compliance; they encompass the
fundamental principles of ethical practice and client trust, making EITC due
diligence training a vital investment in the future of tax preparation.



Frequently Asked Questions

What is EITC due diligence training?

EITC due diligence training is an educational program designed to help tax
preparers understand the requirements and responsibilities associated with
claiming the Earned Income Tax Credit (EITC) to ensure compliance and prevent
fraud.

Why is EITC due diligence important for tax
preparers?

EITC due diligence is important because it helps tax preparers avoid
penalties, ensures accurate filing of tax returns, and protects clients from
potential audits or legal issues related to improper claims.

What are the key components of EITC due diligence
training?

Key components typically include understanding EITC eligibility criteria,
proper documentation requirements, common errors to avoid, and methods for
verifying client information.

Who is required to take EITC due diligence training?

All paid tax preparers who file EITC claims on behalf of clients are required
to complete due diligence training to ensure compliance with IRS regulations.

How often should tax preparers refresh their EITC
due diligence training?

Tax preparers should refresh their EITC due diligence training annually to
stay updated on any changes in tax laws or IRS guidelines related to the
EITC.

What are the consequences of failing to meet EITC
due diligence requirements?

Failing to meet EITC due diligence requirements can result in significant
penalties for tax preparers, loss of credibility, and potential legal action
if clients are found to have claimed the credit improperly.

Where can tax preparers find EITC due diligence
training resources?

Tax preparers can find EITC due diligence training resources through the IRS
website, professional tax organizations, and various online platforms
offering accredited training courses.
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Alterna - Cannabis Banking Services

Since 2016, Alterna has been working with regulated medical marijuana producers. As one of
Canada’s first and leading financial institutions to support the cannabis industry, Alterna has
continued to meet the needs of cannabis producers through products and services tailored to them.
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In addition to supporting producers, Alterna has crafted products and services designed ...

Emerging Industries - BMO Commercial

Emerging Industries BMO provides businesses and companies in select emerging industries with
access to a full suite of banking services. Highly regulated businesses that are new to banking need
a financial services partner that understands their needs. BMO has supported the medical cannabis
market since 2013.

Alterna - Cannabis

Alterna has long supported the regulated, licensed industry. As one of Canada’s first and leading
financial institutions to work with the cannabis industry, Alterna continues to meet the needs of the
cannabis industry through products and services tailored to them.

Cannabis Banking in Canada: An Ongoing Challenge for Retailers
Canada's 1st All-in-One Ecosystem for Cannabis retailers. The leading Omni-Channel User-

Experience for Cannabis consumers. Federally compliant & fully automated POS for the Canadian
Cannabis Industry.

Cannabis businesses continue to face barriers with Canadian banks

Feb 1, 2021 - It appears as though Canadian banks missed the memo on cannabis legalization in
2018. Numerous cannabis-based businesses have expressed difficulty applying for and maintaining
bank accounts despite having the proper credentials. A poll on Twitter spurred numerous DMs from
retail stores, license holders, and ancillary businesses (that don’t actually ...

5 Years Cannabis Has Been Legal in Canada, But Is Cannabis ...

Jun 2, 2023 - The challenges faced by legal cannabis businesses in Canada and the US when it comes
to cannabis banking services are many. This comprehensive article explores the discriminatory
practices and limitations that hinder the growth and stability of the cannabis industry. Gain insights
into the need for a legal framework to facilitate fair and secure banking ...

Banking for Cannabis | Cannabis Industry - Business of Cannabis
Business of Cannabis sat down with cannabis industry leaders to discuss key considerations that
cannabis retailers in Canada need to know about banking.

Big Banks Warm Up to Canadian Cannabis Industry
Oct 5, 2017 - While cannabis is federally legal in Canada for medicinal purposes, several of the

largest banks have avoided the sector, allowing Alterna Savings to become one of the early leaders
in providing ...

Cannabis Financing and Banking Options | CannDelta Blog

Jul 14, 2020 - Alterna is both a full-service credit union and a federally regulated bank and is a
leading financial services provider in the cannabis sector and was one of the very first Canadian
financial institutions to support the cannabis industry.

Meet The First Major Bank To Service The Canadian Marijuana Industry

The move represents the first significant foray into Canada’s cannabis industry by one of the
country’s Big Five banks. By being the first bank to head an equity financing deal with a publicly-
traded cannabis company, the Bank of Montreal’s gesture could demonstrate a shift in thinking
among Canada’s financial institutions.

Cannabis has been legal almost 3 years, yet retailers say banks ...



Oct 12, 2021 - As the third anniversary of Canada's legalization of cannabis approaches, retailers say
they continue to struggle to find access to basic financial services from banks.

Alternative Financing for Retailers - Cannabis Retailer

May 24, 2022 - Courtesy of Prairie Cannabis “Financing for independent cannabis retailers
operating within the industry has been virtually non-existent from the start,” says Southam.
“Generally, any retailers that have received financing are large, publicly-traded companies. And
there are only a handful of those. Often, when cannabis retailers approach the big banks for ...

Canadian banks still unwilling to work with cannabis industry
May 9, 2022 - Despite the legalization of cannabis, Canadian banks are still reluctant to work with
cannabis businesses, even though they work in a legal industry.

House-Approved SAFE Banking Act Raises Prospects for Canadian Cannabis ...

May 31, 2021 - For Canadian cannabis companies eyeing the US market, this drastically improves
the operational viability of American cannabis shops by opening up financing opportunities and
avoiding the risks and costs associated with cash-only operations. In short, the Act allows banks to
establish relationships with legitimate cannabis businesses.

Two Big Canadian Banks Refusing Service to Cannabis Companies

Sep 12, 2016 - Two of Canada’s big banks, Scotiabank and the Royal Bank of Canada, are no longer
providing accounts to marijuana businesses, even though federal legalization is on the horizon,
according to a report from the Canadian Press. Although both banks declined to discuss the specifics
of recent denials of service letters sent to customers operating in the cannabis ...

Alterna Savings Banks Canada's Cannabis Producers To Meet ...
Sep 13, 2016 - Alterna Savings supportive of banking services for federally licensed cannabis-related

businesses. TORONTO, Sept. 13, 2016 /CNW/ - While the big banks have started cutting loose, or
refusing to ...

Business Directory Search - Greater Des Moines Partnership Directory ...
To search by business name, select “0-9” for business names that begin with a number or “A-Z” for

businesses listed in alphabetical order. Additionally, The Partnership relies on Investors to support
its mission as the economic and community development organization serving Greater Des Moines
(DSM).

Major Employers in Des Moines - The Partnership
Find regional business industries in Greater Des Moines (DSM) from financial, insurance and

government to manufacturing, trade and service.

10 Des Moines Currency Exchange [Locations & Contact Info]
10 Des Moines Currency Exchange Locations There is 10 currency exchange locations currently
available in Des Moines, United States on this page.

American Topper & Accessories | (515) 265-4467 | Des Moines, Iowa

Business Description American Topper & Accessories is lowa's premier truck accessory store,
formed in March 2008 by combining the former Cliff's Truck World and Line-X of Des Moines into
one location. As the nation’s #1 Line-X spray-on bed liner franchise, the family-owned business has
been serving the Des Moines area since September 2000.



Enhance your skills with our comprehensive EITC due diligence training. Ensure compliance and
maximize benefits. Learn more about our expert-led courses today!
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