Tax Issues of Divorce

Taple of Contents

[ T RS = L (- 1
OVEBIVIBW .ttt e e e e e nnn s 1
Marital STALUS ....eeeeeiiee e 2

IMBITIEA e 2
UNMAITIEA .. 3
Considered UNMAITIEA. ........veiiiiiiiiiiiiiee e 3
Married filing JOINTIY ....ccoeeeee e 4
Married filing separately........cccccoeeeeeee e, 4
Special rules for MES ... e 4
[temized dedUCTIONS .......coi i 6
Head Of hOUSENOIA ........coiiiiiiiiic e 8
R e ] [P PPPPPRRTTP 9

Joint and Several Liability ......ccccccuiiecesmmmmmiiiinsscesrre s 13

Relief Of lIabIility .....c.veeieeee e 13
INNOCeNt SPOUSE rElIEf ..o 13
Separation of liability relief ... 14
EQuItable relief.... ..o 14

10T g=Te IS o o 11 1= = 14

Tax Issues Involving Children ..........cccoceeeininsressnere s 18

=T o T=T gl [T | £ PP 18
GBNEIAI TUIBS ... 18
Special rule for divorced or separated parents ..........ccccevvvvvieeeeeeiiinne 24

Deductions and CreditS........uiiiiiieieiee e 31

113 oo 78 37
AlIMOoNy reqUIrEMENTS ....c.uuueii e e e 37

Alimony quick chart, pre-2019 agreements .........ceevviveeeeivviiiiiin e, 39

iv © NATP



Tax Issues of Divorce

[ST=T oo g 11 aTo =111 o] o | 28RS 39
Deducting alimony paid, pre-2019 agreements ...........ceeevivieeeivvviviinnnnn. 39
Reporting alimony received, pre-2019 agreementsS...........oovvvvvvivvveennen.. 40

Alimony recapture, pre-2019 agreements .......ccoouuvcieiiiiiieeceiviiccee e, 40

Alimony trusts, pre-2019 agreements........ccccccererrrrrrrrr s 41

Third-party PAYMENTS .....ccoeiiiiiiiieee e e e 41
Life INSUranCe PremiumS ....coivvvviiiii i e e e e 42
Expenses for a jointly owned NOME ... 42
Payments for @ NONOWNEN .........uuiviiiiiiiiiiiiiiieeeee et 43

Lump-sum alimony payments .......ccceuiiuiiieiiiiicccriecse e e e eeeeeeens 43

{03 3710 IS TUT o] o] o 46

Fixed Child SUPPOIT ... .. e 46

[DI=Y=T00=To Mo o] o IX=TU o] o o) o SNSRI 47
Contingency relating to the Child ... 47
Clearly associated with @ CONtINGENCY ... .vvvvviiiiiiiiiiiiiiiiiieees 47

Property Settlements.........oooiniiiicsierr s 53

Personal reSIdENCE .......cooiie e 53
Effect on homebuyer credit ............oeevviiiiiiiii 54

Qualified domestic relations Order...........occveviiiiiiee e 58
REQUIrEMENTS ...t 58
P AYIMNENES ..ttt aaas 58
PENAIY e 59
BSOS .ttt 60
RONOVE ... 60

MiSCEllaNEOUS PrOVISIONS.....uuuiei i et e e e ee e e e e e ere e e e e e e eeeeens 61
ASSIGNMENT OF INCOME....oeiiiiiiiiiii e, 61
SaviNgs DONA INTEIEST. ......ciiiiiiiii e 61
ReESHCIEd PIrOPEMY vvvviiii i e 61
Property transferred pursuant to diVOrCe ..........cccoeveiviiiniiiiiin e 61
Property rECEIVEA .......uuiiiiiiiiiiiiiieeeeee ettt eeees 62

© NATP v



Tax Issues of Divorce

JLE Q07 T Y (0T 4= T o 65
BUSINESS Credits......ooo o 65
Minimum tax Credit ..........oeeeieir e 65
Charitable contribUtioN ... 65
Capital IOSS ...t e e 65
Net Operating l0SS. ... e 66
S COrpOration I0SSES ...cciiiiiiiieeieee e 66
Qualified business income deducCtion.............oooieciiiieieee e 66

Community Property ISSUES ......ccuiiiiiiiirrcrrrerree e ss s se s s 70
Spouses living apart all YEar........uuuiviiiiiiiiieii e 70

REPOrNG PIrOVISIONS .vvvviniiiieeiiiieiiiiiinise e e e ettt s e e e e eeearei e e e e e eerennees 71
Ending the COMMUNItY .......ooiriii e 71
Special rules for iNNOCENt SPOUSE ........uuviiiiiiiiiiiiiiieeee e 72

Relief from liability attributable to community inCome.......cccoovvivvviiiiininnns 73

Equitable relief ... 73

Practitioner Responsibilities .........ccooeieecciiiiiiirer e 77
Conflict Of INTEreSt.....coveiiie e 77
(@7 0] 0 ST =T o | PRSP PPRPPRTPP 78

72N 0] o 11 o o | GO 81
Appendix A: Worksheet for Determining Support..........cccceeeeeeieiincciieneeen. 81
Appendix B: Determining Filing Status in a Divorce Situation
FIOW CRAIT .. e e 82
Appendix C: Pre-2019 Alimony Determination flow chart ......................... 83
Appendix D: Conflict of Interest Waiver.........cccueeeeeeiiiiiiiieeeeee e, 84

T [N 86

Vi © NATP



	Table of Contents
	Filing Status
	Joint and Several Liability
	Deductions and credits
	Alimony
	Child Support
	Property Settlements
	Tax Carryforwards
	Community Property Issues
	Practitioner Responsibilities

