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It's not nice to get a divorce. But for nearly 80 years, the tax code helped break down. Payments of alimony or separate maintenance provided by one ex-spouse to the other under a divorce or divorce decree have long been deductible by the paying spouse and taxable income to the receiving spouse.
Indeed, this deduction was a particularly valuable above-the-line deduction of gross income that can be taken regardless of whether the paying spouse specified his or her personal deductions. The alimony deduction saved on taxes because the alimony-paying ex-spouse was usually in a higher tax
bracket than the alimony-receiving ex-spouse. For example, if a alimony payer was in the 34% tax bracket, he or she would save $3,400 in federal income tax for every $10,000 in alimony payments deducted. If the recipient was in the 10% bracket, he or she would pay only $1,000 in tax on the $10,000.
The total tax savings were $2,400. Divorce settlements took these tax savings into account and often resulted in larger maintenance payments being paid. However, from 1 January 2019, an entirely new tax regime for maintenance will apply. The Tax Cuts and Jobs Act (TCJA), the massive new tax law
that Congress introduced in 2017, permanently scraps the deduction for alimony payments for people who divorce in 2019 and later. In addition, maintenance recipients no longer have to pay tax on their maintenance or withdraw them in income. For example, a maintenance payer who is divorced in 2019
or later and pays $10,000 will not receive a deduction and pay tax on the amount at his or her individual tax rate – a whopping 37%. The alimony recipient does not have to pay tax on the $10,000. Ultimately, more tax is paid if the payer is in a higher tax bracket than the recipient. The new scheme is
expected to generate $6.9 billion in additional income tax revenue over the next decade. These changes apply to legal or legal separations completed on 1 January 2019 or later. The old rules continue to apply to divorces completed before 1 January 2019, i.e. maintenance remains deductible for the
payer and is taxed to the recipient. However, for 2019, divorce or divorce agreements may be amended to apply the new rules to future payments. The amendment should specifically state that the TCJA treatment of maintenance payments (not deductible by the payer and not the taxable income for the
recipient) applies. Such a change is purely voluntary. There may be situations where the the new TCJA rules would voluntarily benefit both ex-spouses, for example if the recipient is now in a higher tax bracket than the payer spouse. As a result of the new rules, maintenance payers are likely to want to
pay less alimony than they would have if they could deduct the payments. If the alimony recipient is 59 1/2 years old or older, there is a way to make this tax change: Take pension funds into a divorce settlement. For example, the payer spouse can transfer money from his or her IRA to the Ira. The
transfer would not be taxable to the payer, but the recipient would have to pay tax on it at his or her individual tax rate. This would be a one-off tax on the full amount transferred, not on periodic payments from the IRA. Such a transfer of pension funds could replace all or part of the traditional maintenance.
However, this scheme does not work well if the recipient is under 59 1/2 years of age, as an early withdrawal penalty of 10% on top of the transfer would have to be paid on top of the regular income tax. Please note that the rules discussed above apply only to maintenance — cash payments to an ex-
spouse under a divorce or divorce agreement that are paid as long as the ex-spouse is alive. Child support or most other payments resulting from divorce are neither tax deductible nor taxable. COVID Clipped This Pilot's WingsCoronavirus and Your MoneyAmerican Airlines furloughed him on November
1. Now his career track is cloudy. 29 October 20208 Things that men should never do in the WorkplacecareersThe new book Good Guys, How Men Can Be Better Allies for Women in the Workplace has practical advice to level the playing field, including a... October 8, 2020A tasty break from the
Pandemic Business Costs &amp; RegulationsThe Ohio bakery has found creative ways to stay in business and even thrive. October 1, 2020Financial advice for concerned pilots at this time, job losses and early retirement are on the minds of many pilots. Now it's time for them to get their finances in order.
September 28, 2020 If economic growth is stimulated by business investment, one of the best things the government can do is get out of the way of that investment. As a close second, the government should encourage and reward that investment as aggressively as possible. This is much of the basis
behind the White House's famous prediction that tax cuts will increase incomes by $4,000 to $9,000 per household. Based on this logic the tax cuts passed by House Republicans and those under consideration in the Senate will slash the corporate tax rate and, by restructuring pass-through income, will
make it easier to make a profit as a private investor. The goal in both cases is to encourage companies and individuals to invest their money by increasing the rewards for doing so. Entrepreneurs, proponents argue, will spend more money developing new businesses if they can keep more money.
Investors are more likely to give those entrepreneurs and companies money if they get to keep more of the profits. As a downstream result, workers across the country will benefit the jobs and prosperity that come from new businesses, studios, factories and other forms of productive enterprise built by this
new business. Hello, single mother of two, here. My taxes went up significantly, which means I won't be able to do many of the things that matter to me and my family. But Happy Gaslighting Day also for you, @GOP, Asha tweeted. Asha. a senior lecturer at Yale. The tweet was a reference to the Tax
Cuts and Jobs Act (TCJA), the Republican-backed tax plan that Trump signed into law in December 2017. With Rangappa's statement came a chorus of single mothers who had also experienced an unexpected increase in their annual taxes. A woman replied with exactly the same thing. Single mother of
two, huge increase in taxes-like an increase of $10k from what I paid last year. Hello, more consumer debt 2019. Owning the libs by hobbling the middle class. Good times, @GOP. Another shared: Single mom of 3 kids making under $60k &amp; I owe for first time ever! #goptaxscam. some mothers, and
single mothers in particular, it seems, the rise came as a huge shock. Not just because most didn't expect it, but because Donald Trump - with the Republican Party behind him - has promised for months that the Tax Cuts and Jobs Act would provide massive tax cuts to Americans across the country. So
much so that Trump tweeted: The tax cuts are so big and so meaningful, and yet the Fake News is working overtime to follow the example of their friends, defeated Dems, and only humiliate them. This is really a case where the results will speak for themselves, starting very soon. Jobs, Jobs, Jobs! When
Tax Day rolled around, the results spoke for themselves. But not as Trump expected. Tax time is usually a time of relief for me, says Elizabeth, a chemist and single mother in Tulsa, Oklahoma, who asked that Glamour not use her last name. I've always gotten a much-needed refund of $2,000 to $3,000.
This allowed me to pay unpaid medical bills and my daughter to get necessary items like new clothes, because she still grows out of everything every season. But this week, Elizabeth discovered she owed money to the government. She had to pay more than $168 in federal taxes. She's quick to point out
that $168 isn't much, in the grand scheme, but given that she expects to get a refund during tax season, it's a big hit. Stratford, a structural engineer and mother of one in Richmond, Virginia, had a similar experience. Stratford typically pays about $20,000 in taxes a year, but says this year she needed to
pay an additional $8,000. Since she had budgeted for only her usual $20,000 amount, Stratford was completely blindsided by the increase. To pay the difference, she had to dig in the funds set aside to take her child on vacation. While she says she feels lucky that she only had to sacrifice a discretionary
trip, many of her single mom friends paid a bigger cost: One mother was delaying repairs to her car and hoping to use her federal tax refund to help with the expensive repairs. Another routinely used her repayment to pay off credit card debt accumulated over the previous holiday season buying gifts for
her children. This friend now owes money to the IRS; she will go into the upcoming holidays remaining credit card debt. Without any relief, it will be devastating and crippling for their families. What exactly happened? According to Kelly Phillips Erb, a tax lawyer and founder of Tax Girl, the problem is
twofold. First, the TCJA has issued changes that directly affect all parents, single or otherwise. One of them is that the TCJA eliminated personal exemptions–the amount of money you may deduct for yourself and dependents (including your children) on your taxes. Last year, the personal exemption
amount was $4,050 per dependent, erb says. So for example, in my family of five, I had $20,000 in personal exemptions last year, and this year I didn't have any. Instead of personal exemptions, the TCJA offers increased standard deductions. The updated standard deduction rates are $12,000 for



individuals, $18,000 for household heads, and $24,000 for married couples. While this sounds like you're getting an even bigger deal, in some cases this amounts to less than if you could file with dependents, she says. other issue impacts Americans across the board. When the TCJA was adopted, they
made a number of changes to the tax code, especially with regard to withholding, Erb explains. The withholding tables were wrong for the first quarter of 2018, and even when they were fixed, people didn't know to take into account the new deduction amounts. In the end, people didn't stop paying their
taxes enough. A new report predicts that more than 30 million Americans will end up paying tax dollars this year, a huge increase over previous years. Year.
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