
The Law Firm of Figeroux & Associates

Divorce Planning Guide: 
Key Financial Considerations

Contact us:
Tel: 855-768-8845

Email: Bfigeroux@msn.com
Website: askthelawyer.us



Divorce can be an emotionally challenging experience, but it's essential to
approach it with careful financial planning to secure your future. This guide
highlights key financial considerations, helping you navigate asset division,
debt management, spousal support, and tax implications. Proper planning will
ensure that you make informed decisions, protecting your financial well-being
during and after the divorce process.

Divorce can be a daunting and emotionally charged process, but its financial
impact often has long-lasting effects that can outlive the emotional turmoil.
While emotions run high, it’s crucial to keep a clear head when it comes to
your financial future. Whether you’ve been married for a few years or several
decades, a comprehensive divorce financial plan is essential for ensuring
stability and security post-divorce. This guide will walk you through the key
financial considerations in divorce planning, helping you navigate the
complexities with confidence.

1. Understanding Equitable Distribution: Dividing Assets and Debts

In the United States, divorce laws vary by state. Most states, including New
York, follow the concept of equitable distribution when it comes to dividing
marital assets and debts. It's important to note that equitable does not mean
equal—it means fair. The court considers several factors, such as the length of
the marriage, the financial situation of each spouse, and any agreements, like
prenuptial or postnuptial contracts, to determine what is "fair."

Types of Marital Assets
Marital assets typically include:

Real estate (primary home, vacation homes, rental properties)
Bank accounts
Investment portfolios (stocks, bonds, mutual funds)



Retirement accounts (401(k), pensions, IRAs)
Business interests
Vehicles
Personal belongings (furniture, artwork, jewelry)

Marital debts, such as mortgages, credit card debt, student loans, and car
loans, also need to be divided.

Separate vs. Marital Property
Not all property is subject to division. Any assets acquired before the
marriage or via inheritance or gifts to one spouse are generally considered
separate property. However, if separate property has been commingled with
marital assets—such as using inheritance money to renovate a marital home—
it may be subject to division.

To protect your interests, gather documentation for all assets, including
property titles, account statements, and business valuations. Having a clear
picture of your financial landscape will be critical for a fair settlement.

2. Budgeting for Life After Divorce
Life after divorce can bring significant changes to your financial situation, so
preparing a post-divorce budget is essential. Many people experience a
reduction in income, especially if they've been dependent on their spouse's
earnings. Use this budget to anticipate both immediate and long-term
financial needs.

Key Factors in Budgeting:
Housing Costs: Will you stay in the marital home, or will you need to find
a new place to live? Account for rent or mortgage payments, utilities,
property taxes, and maintenance.



Child Support/Alimony: Factor in any payments you may receive or be
required to make.
Legal and Professional Fees: Don’t forget to budget for attorney fees,
mediator costs, and financial planner fees.
Day-to-Day Expenses: Groceries, transportation, child care, and other
living expenses should also be considered.

Creating a realistic budget based on your new financial reality will help you
avoid unpleasant surprises down the road and ensure you can maintain your
lifestyle post-divorce.

3. Tax Implications of Divorce
Taxes are one of the most overlooked aspects of divorce, but they can have a
substantial impact on your financial future. Several issues need to be
considered to avoid any surprises when tax season rolls around.

Alimony and Child Support
Under the Tax Cuts and Jobs Act of 2017, alimony payments are no longer
tax-deductible for the payer, nor are they considered taxable income for the
recipient for divorces finalized after December 31, 2018. Child support
payments, on the other hand, have never been tax-deductible for the payer or
considered income for the recipient.

Filing Status
Your tax filing status will change after your divorce is finalized. You’ll likely
move from filing as “married filing jointly” to “single” or “head of
household,” depending on your circumstances. This shift can change your tax
bracket, so it’s essential to plan for a potential increase in your tax liability.

Health Insurance: If you were covered under your spouse’s health
insurance, you’ll need to secure new coverage, which could mean higher
premiums.



Division of Property and Retirement Accounts
The division of property, particularly the sale of the marital home, can have
tax consequences. For example, capital gains taxes may apply if the property
value has appreciated significantly. Additionally, dividing retirement accounts
can result in tax penalties if not handled correctly. To avoid early withdrawal
penalties, ensure the transfer of retirement assets is completed through a
Qualified Domestic Relations Order (QDRO).

Dependency Exemptions
Who gets to claim the children as dependents for tax purposes is another
critical consideration. While only one parent can claim the exemption, this
can be negotiated in your divorce settlement, allowing parents to alternate
years or split the exemptions.

4. Protecting Your Credit

Divorce can put your credit score at risk, especially if joint debts are involved.
Even if the divorce decree assigns responsibility for a joint debt to your
spouse, creditors can still come after you if your name is on the account.
Taking proactive steps to safeguard your credit is crucial.

Tips for Protecting Your Credit:
Close Joint Accounts: As soon as possible, close joint accounts and open
new accounts in your name only. Notify creditors that you are no longer
responsible for future charges on these accounts.
Refinance Loans: If your spouse is keeping the house or car, make sure
they refinance the loan in their name. Until they do, you could be held
responsible for any missed payments.



Monitor Your Credit Report: Regularly check your credit report to ensure
there are no surprises. Look for any accounts or debts you are unaware of and
address them immediately.

Maintaining a strong credit score will be critical as you move forward and
may need to secure housing or loans post-divorce.

5. Retirement Planning
Divorce can significantly impact your retirement plans, particularly if one
spouse has been primarily responsible for building retirement savings.
Splitting retirement accounts like 401(k)s, IRAs, and pensions can leave both
parties with less than they had initially planned for retirement. However, there
are steps you can take to protect your retirement goals.
Key Considerations for Retirement Planning:

QDRO (Qualified Domestic Relations Order): Ensure that any retirement
account division is done through a QDRO to avoid taxes and penalties on
transfers.
Social Security Benefits: If your marriage lasted 10 years or longer, you
may be entitled to claim Social Security benefits based on your ex-
spouse’s earnings history, even if they have remarried. This can provide a
significant boost to your retirement income.
Update Beneficiaries: After the divorce, update the beneficiaries on your
retirement accounts, life insurance policies, and other investments. You
may no longer want your ex-spouse to be the beneficiary.

A financial planner can help assess how divorce will affect your retirement
and offer strategies to get your retirement plan back on track.



6. Alimony and Spousal Support
Alimony, or spousal support, is a common aspect of many divorce
settlements. Alimony can be temporary or permanent, depending on the
circumstances, and is intended to help the lower-earning spouse maintain a
similar standard of living to what they had during the marriage.

Factors Considered in Alimony Decisions:
Length of the marriage
Each spouse’s income and earning capacity
Age and health of both spouses
Contributions made to the marriage (financial and non-financial)
The standard of living established during the marriage

The court will also consider whether the spouse seeking alimony can become
self-sufficient through education or job training. Depending on the length of
the marriage and the financial disparity between spouses, alimony can be a
significant ongoing financial obligation.

7. Legal Fees and Professional Advice
Divorce can be expensive, particularly if the process is contentious and
involves numerous court appearances. Legal fees, financial advisor fees, and
even mental health counseling costs can add up quickly. However, investing in
quality legal and financial advice is crucial to ensuring a fair and equitable
settlement.

Collaborative Divorce vs. Litigation
In many cases, spouses can save time and money by pursuing a collaborative
divorce or mediation instead of litigation.



In a collaborative divorce, both parties work together with their attorneys and
other professionals to reach an agreement without going to court. Mediation
involves a neutral third party helping the couple come to an agreement. These
methods are often less adversarial and can reduce the emotional and financial
cost of divorce.

When to Consult a Financial Planner
It can be helpful to consult a financial planner or advisor early in the divorce
process. A financial expert can help you understand the long-term
implications of various settlement options, ensuring that you don’t make
decisions based on short-term gains at the expense of long-term security.

8. Conclusion: Preparing for a Financially Stable Future
Divorce is rarely easy, but with careful planning and the right professional
guidance, you can navigate the financial challenges with confidence.
Understanding how assets, debts, taxes, alimony, and other financial
considerations will be handled is crucial to protecting your financial well-
being post-divorce.

Start by gathering all financial documents, creating a budget, and considering
how your credit, retirement, and tax situation will be affected. Don't hesitate
to seek help from professionals like attorneys, financial planners, and tax
advisors who can guide you through the process and help you make informed
decisions for your future.

By focusing on the key financial considerations outlined in this guide, you can
ensure a more secure and stable financial future after divorce


