
THE TAX CUTS AND 
JOBS ACT

Important Changes For 2018 - 2025



Before We Get Started …  

■ This presentation is of a general nature and the material 
has been prepared for informational purposes only.

■ Our discussion and the material presented is not a 
substitute for professional advice specific to your individual 
circumstances.  You should consult your own tax, legal or 
financial advisors.  



■ The Tax Cuts and Jobs Act ( or TCJA ) made a large number of 
changes to federal income tax returns.  
o Federal taxpayers in high income tax states are negatively impacted.
o Most taxpayers should see a decrease in federal tax.

■ States that begin with federal adjusted gross income (AGI) for tax 
purposes will likely collect more revenue.  
o Arizona begins with federal AGI.  
o Arizona is estimated to collect $170-$200 million more in revenue if no 

changes are made to 2017’s state income tax laws. 
o Arizona passes a tax conformity bill annually (e.g. In 2019 for 2018).

Big Picture …



Good News …
■ For 2018, most tax rates have been reduced. This means most 

people will pay less tax.

■ The new tax rates are 10%, 12%, 22%, 24%, 32%, 35%, and 
37%. 

■ Starting in 2018, the standard deduction was increased.  This 
means fewer taxpayers will itemize deductions.

Single..............................................$12,000        (Up from $6,350 in 2017)

Married filing jointly..………….........$24,000        (Up from $12,700 in 2017)



More On Standard Deduction …

■ There is an additional standard deduction for age 65 and older, which is 
$1,300 for married taxpayers and $1,600 if unmarried.  

o Single: $12,000 + 1,600 = $13,600

o Married Filing Jointly: $24,000 + 1,300 + 1,300 = $26,600

■ There is an additional standard deduction for partial blindness.

o The tax code defines "partly blind" as having a field of vision of no more than 
20 degrees or corrected vision no better than 20/200.

o A signed statement from a doctor is necessary to back up your claim. 



Be Aware …
■ You can’t claim a personal exemption deduction for yourself, your spouse, or 

your dependents.

o The amount was $4,050 for each exemption claimed in 2017.

o The exemption amount was rolled into the standard deduction, and the child 
tax credit was increased to $2,000 per qualifying child. 

■ Most taxpayers will use the standard deduction on their federal return 
because it will likely to be higher than their itemized deductions.

■ Arizona filers CAN itemize their deductions even though they use the 
standard deduction on their federal return.



Itemized Deductions … What’s Changed?
■ Medical Expenses: The threshold for deduction of medical expenses was reduced to 

7.5% of AGI, but just for 2017 and 2018. Those who anticipate being near the 7.5% 
threshold should try to move those expenses into 2018.

■ State and Local Taxes: The deduction for state and local taxes and property taxes 
has been capped at $10,000 ($5,000 for married taxpayers filing separately). 

■ Mortgage Interest: Mortgage interest is still deductible, although the limit on 
acquisition indebtedness was reduced to $750,000 (from the prior-law limit of $1 
million). Taxpayers with prior existing mortgages (entered into before Dec. 15, 2017) 
can still deduct interest on them up to $1 million of acquisition indebtedness.

■ Mortgage Insurance:  The cost of premiums on mortgage insurance purchased in 
connection with acquisition indebtedness on the taxpayer’s principal residence, 
expired at the end of 2017 and, as of this writing, has not been extended. 



Itemized Deductions … What’s Changed 
(Continued)?

■ Theft and Casualty Losses:  Taxpayers can only deduct net theft and casualty losses if the 
loss is attributable to a federally declared disaster.

■ Charitable Donations:  The limit on charitable contributions of cash has increased from 50 
percent to 60 percent of your adjusted gross income.  This means you may be able to deduct 
more of your charitable cash contributions.  

■ Miscellaneous Itemized Deductions: All miscellaneous itemized deductions subject to the 2%-
of-AGI floor under prior law are no longer available.  This includes investment advisory or 
management fees.  It also includes safe deposit box and tax preparation fees. 

■ Itemized Deduction Limitation: The overall limitation on itemized deductions no longer 
applies. This typically applied to higher income taxpayers where deductions were partially 
phased out.



Other Changes …

■ Moving Expenses:  The deduction for moving expenses is no longer available unless you 
are a member of the U.S. military on active duty, and amounts reimbursed by an 
employer will be taxable income.

■ Alimony Payments:   Alimony and separate maintenance payments are no longer 
deductible for any divorce or separation agreement executed after December 31, 2018.  
Therefore, alimony payments received are no longer included in income based on this 
date.

■ Healthcare Coverage:  Under the Tax Cuts and Jobs Act, you must continue to report 
coverage, qualify for an exemption, or report an individual shared responsibility payment.

■ ‘Postcard’ Form 1040 Debuts:  Form 1040 is now two half-pages but moves many items 
to six new schedules.  Many of you will use one or more of these new schedules.



IRC Section 199A – Deduction for 
Qualified Business Income (QBI)
■ Taxpayers may be entitled to deduct up to 20 percent of their qualified 

business income from a qualified trade or business.

■ This deduction can be taken in addition to the standard or itemized 
deductions.

■ The deduction is subject to multiple limitations based on the type of trade or 
business.

■ Rentals – Trade or Business or Investment Property?  This is an important 
question because in order to qualify for the deduction, the activity must rise 
to the level of a trade or business as defined in IRC Section 162.
o Does the owner control, make decisions and material participate?
o Has a third-party property management company been hired?
o Proposed Internal Revenue Rulings have not directly addressed.



Tax Planning … RMDs and Charitable Giving
■ IRC Section 408(d)(8) permits “qualifying charitable distributions” from traditional IRA 

or Roth IRA accounts to be excluded from gross income.

■ What is a qualifying charitable distribution?

o The requirements are relatively simple.  The charitable distribution must be:
• From a traditional IRA or a Roth IRA

• Direct from the IRA trustee to the charitable organization – with no intervening 
possession or ownership by the IRA owner

• On or after the IRA owner has reached age 70 ½; and

• A contribution distributed to an organization that would qualify as a charitable 
organization under IRC Section 170(b)(1)(a)

■ The charitable distribution counts towards satisfying the annual required minimum 
distribution (RMD) amount for the year in which the distribution is made. 

■ Remember: You would not report the distribution as income.



So Will It Lower Your Tax Bill?
■ Generally speaking, you will lower your overall tax bill if you already plan to donate and one of 

the following applies:

o You use the standard deduction because itemized deductions aren’t large enough.

o You are itemizing deductions and your deductible medical expenses are significant.  
Medical expenses have a 7.5%-of-AGI floor.  That is, only the amounts in excess of that 
percentage floor are deductible.  By not being included in AGI, more of the medical 
expenses are deductible.

o Your reportable income includes Social Security but is less than 85% of the gross 
Social Security benefit payments. By not being included in AGI, the qualified charitable 
distribution will not be included in the calculation which would otherwise result in an 
increase in the amount of Social Security income subject to income tax.  


