Will I Still Itemize Deductions in 2018?
The new 2018 Tax Cuts & Jobs Act changed the threshold for when itemizing deductions is favorable
over claiming the Standard Deduction. Tax law provides taxpayers with a “standard deduction” that they
can subtract from income to determine their net taxable income. In 2018 the standard deduction for a
married couple is $24,000, and $12,000 for single taxpayers.
So what are these itemized deductions? There are 5 main categories, and they are added up on IRS
Form 1040, Schedule A. Surprisingly only 2 or 3 categories provide any real deductions for most people.
Let’s do a short review of all of the main categories and point out some planning ideas as we go through
them.

Medical expenses
Congress allows you to add up all of your medical costs for the “diagnosis, cure, mitigation, treatment or
prevention of disease” within certain guidelines. Medical care expenses must be primarily to alleviate or
prevent a physical or mental defect or illness. They do not include expenses that are merely beneficial to
general health, such as vitamins, joining a fitness club or a vacation. An easy way to summarize whether
a medical bill is deductible or not is to ask whether it was prescribed by a doctor-if so it is probably
deductible, if not, sorry it is probably not deductible, except for health insurance.
The tax problem with medical expenses is that they actually provide no deduction for most people! Why?
Medical costs get to be included in the list of itemized deductions only if they are more than a percentage
of income, which is 7.5%. So if your family income is $100,000 and you spend $7,000 for medical costs,
you get no deduction. Even if you have more than 7.5% of income in medical costs, you are only allowed
to deduct the amount that is more than 7.5%. Again, if your family income is $100,000 and you spend
$10,500 on medical bills, you can only include $3,000 in your list of itemized deductions.
So what can we do to plan for medical costs-it sounds like a waste of time? Well for most of us, it is a
waste of time. However, if you have kids needing braces, or you have major dental, eye or medical
expenses coming soon, about the only way to plan for deducting medical costs is to try and bunch all of
your costs in one year. If you have had little medical expenses this year, you might want to hold off and
get things done the first of next year, with the opposite being true if you already have spent a lot of money
this year on medical costs, glasses, dentists and health insurance, the main categories of expenses.
Taxes
The list of deductible taxes includes state and local income tax and property tax. It does not include
Federal tax. This deduction includes state tax withheld from your paycheck, which is commonly
overlooked by people preparing their own returns.
The total deduction for taxes paid this year is limited to $10,000, regardless of the type. For most people
that are home owners there is not a lot of planning opportunity here however because their property tax
and state income tax will often exceed the $10,000 limit. About the only option is to move to a low income
tax state.
Interest
The home mortgage interest deduction is the thing that usually allows people to accumulate enough
itemized deductions to exceed the standard deduction. As a general rule if you don’t have a home
mortgage you won’t be able to itemize. Congress allows you to include home mortgage interest in your

list of itemized deductions within certain guidelines. You must own the home, the mortgagee must have a
lien against your property, you have to actually pay the interest, and you are limited to interest on a loan
for the first $1 million dollars (or a lower limit of $750,000 on new loans after 12/15/2017) of debt. These
rules are pretty intricate, so we will leave their discussion to our office, but the simple thing to remember is
to always retain IRS Form 1098 each year, because that is where the amount of interest you paid is
reported.

Is there any planning you can do with home mortgage interest? Actually yes there is. First time
homebuyers should always buy a home early in the year so that they get a full year of interest deductions
to add in to the itemized list and possibly exceed the standard deduction. Existing homeowners should
always go to their mortgagor near the end of the year and make an extra payment to pay any interest that
has accrued since the last payment-this makes sense for both income tax and financial planning
purposes.
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There is no longer ANY deduction for equity lines, 2 mortgages, HELOC’’s or similar items unless the
borrowed money was used to improve your home.

Charity
You are allowed to deduct contributions to an IRS approved not for profit institution such as a charity or
church in the United States. Since an individual is not an IRS approved institution there is no deduction
for money given to them. The best planning ideas for charity involve trying to make contributions in one
year. If you have given quite a bit this year, consider going ahead and paying next year’s amount in this
year as well. If you are going to make a special gift, do it in a year that you already know you will have
enough itemized deductions to exceed the standard deduction. The other thing to remember for charities
is that you must have a receipt.
Other Deductions
This list is short, sweet and gone. There are no longer any deductions allowed for work boots, dues,
uniforms, lock boxes, mileage or similar miscellaneous expenses. Bluntly, your employer should be
reimbursing these amounts if they are work related.
Summary
This discussion of one of the most basic tax planning concepts of itemizing deductions rather than using
the standard deduction includes many summaries that overlook the intricate rules involved. At our office
we make sure to closely examine the rules every year for you to try and get the best treatment possible
when it comes to this issue, and we are always happy to answer any questions you may have.

