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ARIZONA CHARITABLE DONATIONS & TAX CREDITS 
  – AZ Revised Statute 43-1042 
 
Charitable donations which qualify for an AZ Tax Credit have special treatment on the Federal 
Tax Return if the Taxpayer ITEMIZES (see B). If the taxpayer uses the Standard Deduction (see 
A), then no adjustment is needed. 
 
Federal Regulations require a REDUCTION of the amount received as a State Tax Credit from 
the amount claimed as charitable donation. Additionally, the regulations allow the same 
amount to be INCLUDED as State taxes paid on the Federal return. 
 
A – STANDARD DEDUCTION 
 
Federal & State 
 
Charitable donations impact the AZ tax returns if TP is not itemizing. In AZ, a taxpayer will get a 
25% increase to the Standard Deduction for charitable donations not claimed on the Federal 
return because they did not itemize. 
 
Taxpayers with charitable donations including Cash & Non-cash as well as Qualifying AZ Tax 
Credit donations will benefit if their AGI exceeds the Standard Deduction for their filing status. 
 

1. We need to enter ALL Charitable donations into the Federal Itemized Deductions > 
Gifts to Charity section in TSO. TSO will calculate the 25% increase to the AZ Standard 
Deduction. 

 

 
2. Also enter all non-cash donations up to $500. Use Form 8283 if over $500 up to an 

AARP maximum of $5,000 (scope limitation). 
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Complete the Federal section as normal after entering the Charitable donations. Donations will 
flow to the AZ tax return in TSO 
 
The Federal tax return will use Standard Deduction, so there is no impact to entering Charitable 
donations. 
 
The AZ tax return will create the required Increase to the Standard Deduction form and add a 
25% increase to the Standard Deduction on line 44 of the AZ Form 140. 
 

 
 

 
 
TSO will calculate this reduction automatically, but you should verify the calculation on the AZ 
140 tax return. 
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3. Complete the AZ Tax Credits forms as normal for any Qualifying donations. 
 
Credit for Contributions to Qualifying Charitable Organizations - Form 321 
$400 (S, MFS, HoH);  $800 (MFJ) up to April 15, 2021 
 
Credit for Contributions Made or Fees Paid to Public Schools - Form 322 
$200 (S, MFS, HoH);  $400 (MFJ) up to April 15, 2021 
 
Credit for Contributions to Private School Tuition Organizations - Form 323 
$593 (S, MFS, HofH);  $1,186 (MFJ); up to April 15, 2021 
  
Credit for Donations to the Military Family Relief Fund - Form 340 
$200 (S, MFS, HoH);  $400 (MFJ);  Donate by 12/31/2020. 
Arizona Dept of Veterans Affairs will provide you with a receipt that will let you know if your 
donation qualifies for the credit.  There is no carry forward for this credit. 
  
Credit for Contributions to Certified School Tuition Organization – Form 348 (for contributions 
that exceed the allowable credit on Arizona Form 323) 
$590 (S, MFS, HoH);  $1,179 (MFJ);  up to April 15, 2021.   
Neither Charter Schools nor programs run by charter schools are qualified schools for the 
purposes of this tax credit. 
  
Credit for Contributions to Qualifying Foster Care Charitable Organizations - Form 352 
$500 (S, MFS, HoH);  $1,000 (MFJ); up to April 15, 2021 
  

  

B.  – ITEMIZED DEDUCTION 
 

 
 

1. We need to enter the amount of the ALLOWABLE AZ TAX CREDIT (used and 
carryforward in the current year) into the Federal Itemized Deductions > Taxes You 
Paid section in TSO. 

 
 



4 | P a g e  
 

 
 

2. Complete the Medical, Mortgage Interest, Taxes (including General Sales tax) & Charitable 
donation itemized deductions as normal. 

 
Charitable Donations DO NOT INCLUDE the Allowable AZ TAX CREDIT amount that was entered as State 
Tax Paid. 
 

 
 

Complete the Federal section as normal after entering the Itemized Deductions. These will all 
flow to the AZ tax return in TSO. 
 
Federal Tax Return will use Itemized Deduction if larger than the Standard Deduction for the 
filing status. NOTE: If TSO calculates the Standard Deduction as more beneficial than the 
Itemized Deduction, then you will need to review Section A – Standard Deduction. 
 
The Taxes You Paid section of the tax return will include the AZ Tax Credit amount. 
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The Gifts to Charity section will NOT include the AZ Tax Credit amount. 
 
 

 
 
 
The AZ Tax Return will NOT create the 25% Increase to Standard Deduction form. 
 

3. Complete the AZ Tax Credits forms as normal for any Qualifying donations. 
 
Review the AZ Sch A to verify the Additions and Subtractions from Federal Sch A. 
 
An adjustment is now REQUIRED to Offset the Adjustment to Charitable Contributions. This is 
because we entered these as Other Taxes Paid, not as Charitable donations. 
 
The next page will show you the impact on AZ Sch A prior to making the adjustment. Notice the 
$200 reduction for Charitable Contributions. This is the error which requires an adjustment. 
TSO calculates this automatically as the normal process would be to enter these in Federal 
Charitable Donations. 
 
Because these were NOT entered as Federal Charitable donations, there should NOT be any 
reduction. 
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. 

 
 
To make this adjustment in TSO, select “EDIT” in the AZ Tax Return, then select Itemized Deductions. 
 
Enter a NEGATIVE AMOUNT that equals the $’s shown on the AZ Schedule A to offset the error. 
 

 
 
This will adjust the $200 reduction on the AZ Schedule A and the tax return will be correct. 
 


