
 
♦ Itemized deductions and exemptions phase out 

with AGI for Singles over $259,400 and HH 
$285,350 

♦ Additional 3.8% Tax on Net Investment Income 
or Modified AGI over $200,000 for Single and 
HH. 

♦ Additional Medicare Tax of .9% on income from 
employment or self-employment with same 
thresholds as Net Investment Income above 

Child Support 
 

⇒ Watch for Child Contingency vs. Alimony 

⇒ Tax Exemption goes to Custodial Parent, but 
can be traded 

⇒ Child Care Credit goes to Custodial Parent 

⇒ Child Credit and Education Credits follow De-
pendency Exemption ($4,050 for 2016) 

 

Warning: AMT can substantially affect tax savings 
typically associated with exemptions. 

2016 Marginal Tax Brackets Factors That Can Significantly Affect 
Tax Rates 

Dependent Children 

Single Taxable Income   

             0 -     9,275 10% 

        9,276 - 37,650 15% 

      37,651 - 91,150 25% 

     91,151– 190,150 28% 

   190,150 - 413,350 33% 

   413,351 - 415,050 35% 

   415,051+ 39.6% 

Head of Household  

            0 -   13,250               10% 

   13,251 -   50,400 15% 

   50,401 - 130,150 25% 

 130,151 - 210,800 28% 

 210,801 - 413,350 33% 

 413,351 - 441,000  35% 

 441,001+ 39.6% 

♦ Spouse acquiring home does not receive any step-up in basis regardless of assets transferred or 
cash paid  incident to the divorce settlement. 

♦ If spouses continue to hold home jointly and sell after divorce, each can exclude up to $250,000 
when house is subsequently sold 

♦ If one spouse owns home separately after divorce, his/her tax basis in the home is the same as joint 
basis, but exclusion is reduced to $250,000 

♦ To have exclusions, must live in house two out of last five years—Special rule for divorcing spouses 
and must be contained in Agreement 

♦ Caution - Conversion of rental to residence no longer qualifies owner for full $250,000 exclu-
sion of capital gain. Exclusion is decreased for rental use after January 1, 2009. 

Sale of Family Home/Rental Conversion 

In all cases, assume W gets Use and Possession of the house and H makes direct payments to the Mortgage 
Holder. Any alimony deducted by H is taxable to W. Titling controls deductions. 
 

Joint Ownership with both parties on the loan: 

H can deduct half the mortgage payment as alimony, half the mortgage interest, and all of the real estate taxes.  

W can deduct half the mortgage interest. 
 

Owned by W with both parties on the loan: 

H can deduct half the mortgage payment as alimony, half the mortgage interest as alimony, and half of the real  

estate taxes.  

W can deduct all of the mortgage interest and half of the real estate taxes. 

Alimony and Home Interest/Tax Deductions 

410-988-7333 

Fax 1-866-258-4584 

john@divorce-finances.com 

 
Tax Filing Status 

 
Legally married but living apart – less than 6 months of the year 

 
Joint or Married Filing 

Separate 

Spouse did not live in your home during the last 6 months of the tax year, paid 
more than half the cost of keeping up his or her home during the year, home was 
main home for child, stepchild or adopted child (special rules apply), spouse must 
be able to claim the exemption for the child, and must file a separate return.. 

Head of Household 
(See HH Flow Chart) 

Legally Divorced by December 31 Single or  
Head of Household 

02/16 

IRAs—Split according to 
agreement. Agreement must 
be clear as to dollar amount 
or percentage, and account 
numbers. DRO may be re-
quired, but  transfer not tax-
able and no penalty unless 
withdrawal made < age 59.5. 
 

 

Qualified Employer Plans 

IRS Code Section 72(T)(2)

(C) allows non-employee 

spouse to take share in cash, 

without tax penalty. Plan 

withholds 20 percent as tax 

deposit.   

  

IRA/Retirement Plan  
Transfers Incident to 

Divorce 

T 
A 
X 
 
F 
A 
C 
T 
S 

Please note that that Tax Facts is for informational purposes only. It should not be construed as legal or tax advice.  


