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situation, our office can help explain to both parties the possible savings available from executing an 
agreement during 2018, rather than in a future year. 
 
 The new rules will be in effect beginning in 2019. With no alimony deduction and a tax 
exemption for alimony income, it may be desirable to consider after-tax, rather than pre-tax, income 
when making decisions. Speaking very generally, there may be less cash for the couple to use after-tax. 
 
 Keep in mind that, as of 2019, not all states will have alimony tax laws that conform to the new 
federal rule. Your state may still offer tax deductions for alimony payments and impose income tax on 
alimony received. That’s all the more reason to look at after-tax results when calculating a divorce or 
separation agreement. 
 
Getting Personal 
The impact of the new TCJA on spousal negotiations may go beyond the taxation of alimony. Among 
other provisions to consider, the TCJA abolishes personal exemptions. As a tradeoff, the standard 
deduction was almost doubled (see Sapient CPA Client Bulletin, April 2018).  
 
 In some past instances, divorcing spouses would agree that the high bracket party would claim 
the children’s personal exemptions, which effectively were tax deductions, in return for some other 
consideration. Now those exemptions don’t exist, so they shouldn’t be part of divorce negotiations. If 
you previously entered into an agreement that included the treatment of children’s personal exemptions, 
you may want to consult with counsel to see about possible revisions. 
 
Trusted Advice 
 
Defining alimony 
Payments to a spouse or former spouse must meet several requirements to be treated as alimony for tax 
purposes. The following are some key tests: 
 

• The payments are made under a divorce or separation agreement. 
 

• There is no liability to continue the payments after the recipient’s death. 
 

• The payments aren’t treated as child support or a property settlement. 
 

• The payments are made in cash (including checks or money orders). 


