
 

Property Division and Alimony: The 

Financial Consequences of Divorce 

Understanding Marital Assets, Debts, and Spousal Support 

When a Marriage Ends, Who Gets What? 

Divorce involves more than the legal termination of a marriage. For many couples, one of the 

most difficult challenges is determining how to divide the property, savings, investments, and 

debts accumulated during their years together. When one spouse has substantially greater earning 

power than the other, the question of continuing financial support can become equally important. 

American divorce laws attempt to provide an orderly and reasonably fair method of resolving 

these financial issues. However, the rules differ considerably among states, and an outcome 

considered appropriate in one jurisdiction may not be required in another. Understanding the 

basic principles of property division and alimony can help divorcing spouses protect their 

interests and make informed decisions. 

Community Property Versus Equitable Distribution 

States generally follow one of two approaches when dividing marital property: community 

property or equitable distribution. Both systems recognize that marriage creates important 

financial relationships, but they differ in how ownership and division are determined. 

Nine states—Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas, Washington, 

and Wisconsin—generally follow community property principles. Under these laws, most 



income and property acquired during marriage belong to the marital community, regardless of 

which spouse earned the money or whose name appears on the account. Division upon divorce 

generally begins with the principle that each spouse has an equal interest, although exceptions 

and state-specific rules apply. 

Most other states use equitable distribution, which means marital property is divided fairly 

rather than necessarily equally. Courts may consider the duration of the marriage, each spouse's 

financial circumstances, contributions to the household, earning capacity, and other factors 

established by state law. 

For example, a spouse who spent twenty years raising children and managing the household may 

have contributed substantially to the family's financial success without earning a salary. 

Equitable distribution laws generally recognize that unpaid domestic contributions can be just as 

important to a marriage as income earned outside the home. 

Marital Property Versus Separate Property 

Before dividing assets, courts must determine which property belongs to the marital estate and 

which remains the separate property of an individual spouse. This distinction is especially 

important when one spouse entered the marriage with substantial savings, owned a home, or later 

received an inheritance. 

Marital property generally includes income, real estate, investments, retirement contributions, 

and other assets acquired during marriage, subject to applicable state law. It may include 

property titled in only one spouse's name if marital funds or efforts were used to acquire it. 

Separate property commonly includes assets owned before marriage, inheritances received 

individually, and certain personal gifts. However, separate property can become partially or 

entirely marital property when spouses combine funds, change ownership arrangements, or use 

marital resources to improve an asset. 

Consider a husband who owned a home before marrying. If the couple later uses marital earnings 

to pay down the mortgage or substantially improve the property, the other spouse may acquire a 

legally recognized interest in some of its value. The result depends on state law and the financial 

history of the property. 

Dividing the Family Home 

For many couples, the family home is their most valuable asset and often the most emotionally 

difficult to divide. Courts must consider ownership, mortgage obligations, available equity, and 

whether either spouse can realistically afford to retain the property. 

One option is to sell the home, pay the outstanding mortgage and related expenses, and divide 

the remaining proceeds according to the settlement or court order. Another is for one spouse to 

retain the home while compensating the other through a cash payment or a larger share of other 

marital assets. 



When minor children are involved, courts may also consider whether temporarily preserving the 

family residence would serve their interests. However, keeping the home can create financial 

problems if the remaining spouse cannot afford the mortgage, taxes, insurance, and maintenance. 

An important consideration is that a divorce decree does not automatically remove a spouse's 

name from a mortgage. Even when one spouse receives the home, both may remain legally 

responsible to the lender unless the loan is refinanced, paid off, or otherwise modified with the 

lender's approval. 

Savings, Investments, and Retirement Accounts 

Bank accounts, certificates of deposit, brokerage investments, and retirement savings may all be 

subject to division during divorce. The critical question is generally whether the assets were 

acquired or increased in value during marriage and how applicable law classifies them. 

Retirement accounts deserve particular attention because they may represent decades of 

accumulated savings. Employer-sponsored pension plans and 401(k) accounts often require 

special legal procedures to divide benefits without creating unintended tax consequences. 

A Qualified Domestic Relations Order (QDRO) may be necessary to divide certain employer-

sponsored retirement plans governed by federal law. Individual Retirement Accounts generally 

use different transfer procedures, and not every retirement plan is subject to QDRO 

requirements. 

Military retirement benefits and federal civilian pensions have additional rules governing 

division and payment. Because these benefits may involve survivor protections, service 

requirements, and federal restrictions, specialized legal advice is particularly important when 

either spouse has earned government retirement benefits. 

What Happens to Marital Debts? 

Divorce courts must address liabilities as well as assets. Mortgages, vehicle loans, credit card 

balances, and other obligations may be allocated between spouses according to applicable 

property division rules. 

However, assigning responsibility for a debt in a divorce decree does not necessarily change the 

creditor's contractual rights. If both spouses signed a loan agreement, the lender may still pursue 

either borrower for payment even when the divorce judgment assigns the debt to only one. 

This distinction can create serious financial problems after divorce. A former spouse who fails to 

make required payments may damage the other person's credit or expose that person to collection 

efforts. Refinancing, paying off joint obligations, or closing appropriate accounts may help 

reduce these risks. 

What Is Alimony or Spousal Maintenance? 



Alimony, also called spousal maintenance or spousal support, is financial assistance that one 

spouse may be required to provide to the other during or after divorce. Its purpose is generally to 

address financial disparities or needs arising from the marriage and its dissolution. 

Alimony is not automatically awarded whenever a couple divorces. Courts typically consider 

whether one spouse has a demonstrated need for support and whether the other has the financial 

ability to provide it, along with other factors required by state law. 

A spouse who interrupted a career to raise children, support the other spouse's education, or 

manage the household may have difficulty becoming financially independent immediately after 

divorce. Spousal maintenance can provide temporary assistance while that person obtains 

employment, education, or additional job skills. 

How Courts Determine Alimony 

Courts consider several factors when deciding whether alimony is appropriate and how much 

should be awarded. These commonly include the duration of the marriage, the spouses' incomes 

and earning capacities, their ages and health, the marital standard of living, and the financial 

resources available after property division. 

A long marriage in which one spouse earned most of the income may present different 

circumstances from a short marriage between two financially independent professionals. Some 

states use advisory formulas or statutory guidelines to calculate maintenance, while others give 

judges broader discretion. 

Marital misconduct may also influence alimony decisions in certain states, although many 

jurisdictions generally exclude fault from the calculation. The applicable rules depend on state 

law, and the existence of adultery or other misconduct does not automatically establish a right to 

financial support. 

How Long Does Alimony Last? 

Alimony can take several forms depending on the circumstances and the law of the state. 

Temporary maintenance may be awarded while divorce proceedings are pending, helping a 

financially dependent spouse meet ordinary living expenses until the case is resolved. 

Rehabilitative alimony provides support for a limited period while the recipient pursues 

education, training, or employment opportunities. Other arrangements may involve fixed-term 

payments, lump-sum awards, or longer-term maintenance when financial independence is 

unlikely. 

The length of the marriage often influences the duration of support, but there is no universal rule 

requiring alimony for a particular number of years. Long-term or indefinite awards remain 

possible in some jurisdictions, especially when age, disability, or other circumstances 

significantly limit a spouse's earning capacity. 



Can Alimony Be Changed or Terminated? 

An alimony award does not always remain unchanged. Depending on state law and the terms of 

the divorce judgment, either former spouse may request modification when a substantial change 

in circumstances occurs. 

Examples may include involuntary job loss, retirement, serious illness, disability, or a significant 

change in either party's income. Courts generally examine whether the change is sufficiently 

important and whether modification is permitted under the original order. 

Alimony may also terminate upon the recipient's remarriage, the death of either spouse, or the 

expiration of a specified payment period, depending on applicable law. Some states permit 

modification or termination when the recipient enters a qualifying cohabiting relationship. 

However, certain negotiated support agreements are expressly designated as nonmodifiable, and 

other restrictions may apply. Former spouses should not assume that payments automatically 

stop merely because their financial circumstances have changed. 

The Tax Treatment of Alimony 

Federal income tax rules governing alimony changed significantly under the Tax Cuts and Jobs 

Act of 2017. For divorce or separation instruments executed after December 31, 2018, qualifying 

alimony payments generally are not deductible by the paying spouse and are not included in the 

recipient's taxable income. 

Different rules may continue to apply to certain agreements executed before 2019, unless they 

were subsequently modified in a manner that makes the newer tax treatment applicable. State 

income tax treatment may also differ from federal rules. 

These distinctions can affect the actual financial value of a proposed support agreement. Couples 

should consider the applicable tax consequences before negotiating the amount and duration of 

payments. 

Why Financial Disclosure and Legal Advice Matter 

Fair property division depends on accurate information about the couple's financial 

circumstances. Both spouses may be required to disclose income, assets, debts, retirement 

accounts, business interests, and other relevant financial records. 

Concealing assets or misrepresenting financial information can lead to court sanctions and may 

provide grounds for challenging certain aspects of a divorce judgment. Complex cases may 

require assistance from accountants, business valuation specialists, pension experts, or other 

financial professionals. 

An experienced family law attorney can help identify marital assets, evaluate proposed 

settlements, and ensure that necessary documents are properly prepared. Professional assistance 



is particularly valuable when substantial retirement benefits, jointly owned businesses, or 

complicated debts are involved. 

Reaching a Fair Financial Settlement 

Property division and alimony are intended to address the financial consequences of ending a 

marriage, but they do not guarantee that either spouse will maintain the same standard of living 

enjoyed during the relationship. Two separate households generally cost more to maintain than 

one, and both parties may need to adjust their financial expectations. 

The most effective settlements consider immediate needs alongside long-term financial security. 

By understanding the applicable laws, disclosing financial information honestly, and obtaining 

appropriate professional guidance, divorcing spouses can work toward arrangements that are fair, 

enforceable, and financially sustainable. 

This article provides general educational information about property division and spousal 

maintenance in the United States. Laws vary considerably among states, and readers should 

consult qualified legal and tax professionals concerning their individual circumstances. 


