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What’s the most common question or concern 
you’ve been hearing from clients since the tax 
reform was enacted?

James M. Quigley: Clients want to know 
whether they’ll be able to shift maintenance 
payments from a higher income tax bracket 
of the paying spouse to the lower income 
tax bracket of the receiving spouse in a way 
that would minimize the overall tax liability 
of the family. Former clients also want to 
know whether the new tax law will impact the 
deductibility of their existing maintenance 
obligation and whether they’ll continue to pay 
tax deductible maintenance if the obligation is 
modified or extended in the future. Statutory 
language suggests that future modifications 
to maintenance awards originally entered 
prior to January 1, 2019 will remain deductible 
unless the parties elect otherwise. 

How would you describe the overall impact of 
the tax reform on divorce?

JQ: The greatest impact is in the area of 
maintenance. Historically, maintenance 
deductions have been used by families to 
minimize the overall tax obligation for both 
parties, resulting in more available net income 
to be divided amongst the two households and 
less tax being paid to the government. The 
new tax law has done away with this shifting 

of income, so that all support obligations—
maintenance and child support—are paid after 
being taxed to the person who earned that 
income. Also, the advantage of unallocated 
support, which combines child support 
with maintenance, has been eliminated 
and therefore is no longer deductible. 
With the elimination of the deductibility of 
maintenance, unallocated support has been 
eviscerated as well.

What’s the new process for calculating 
maintenance for those subject to Illinois 
guideline rules?

JQ: Section 505 of the Illinois Marriage and 
Dissolution of Marriage Act outlines a formula 
to calculate maintenance, though there 
appears to be discretion for the court to 
deviate from the formula where the guidelines 
would result in the payor paying 50 percent or 
more of his or her net income for maintenance 
and child support. 

What effect does it have on dependency 
exemptions and the child tax credit? 

JQ: The new tax law eliminates individual 
dependency exemptions until 2026. 

What aspects of the new tax reform especially 
affect high-net-worth individuals going 
through a divorce? 

JQ: The most significant aspect affecting 
high-net-worth individuals is the elimination 
of the tax deductibility of maintenance, where 
historically a high-income wage earner would 
be able to shift income tax at the highest 
bracket to the divorcing spouse in the lower 
tax bracket, thus minimizing the overall tax 
paid by the family. With limitations on the 
deductibility of property taxes, higher-net-
worth individuals are likely to pay more tax 
and as a result, will have less net income. 
That potentially will reduce their net income 
for purposes of calculating maintenance, 
thus resulting in lower maintenance awards. 
Obviously, this can’t be viewed in a vacuum as 
there are many other tax provisions in play, 
including those for divorcing parties who own 
businesses. Additionally, the individual tax 
brackets will dictate the plus or minus effect 
on divorcing spouses. 

How do you and your colleagues work with 
your divorce clients’ other advisors? 

JQ: We have clients’ financial advisors and CPAs 
run hypothetical projections and pro forma tax 
returns to understand the different scenarios 
to ascertain the most tax advantageous and 

cost-effective resolution. We also work with 
our clients’ advisors to ascertain basis points on 
assets such as stock portfolios and real estate 
to determine which assets to shift to the other 
party in a way that’s most advantageous and 
beneficial to our clients.

What will be the impact on divorces finalized 
before year-end 2018? 

JQ: Finalizing prior to December 31 means 
parties can’t take advantage of the often-used 
strategy of delaying until the new year to 
take advantage of joint tax filing. However, if 
they do delay until 2019, those families with 
a high wage earner shifting maintenance to 
a divorcing spouse in a lower tax bracket will 
lose the ability to minimize the overall tax 
being paid through deductible maintenance. 
It’s imperative for divorcing individuals to 
consult a divorce attorney and a CPA to 
analyze which scenario is the most beneficial.

In light of the new tax reform, what advice to you 
have for individuals contemplating a divorce? 

JQ: Maintenance, as well as unallocated 
support, are concepts that should be 
contemplated immediately before the benefit 
is lost at the end of this year. We also advise 
clients to immediately consult with trusted 
advisors such as wealth advisors, CPAs and 
others to develop a strategy designed to 
maximize the benefits of the new tax law 
and/or avoid any detriments of the new tax 
law that may have an impact on the overall 
financial effect of the divorce.
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