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. LITIGATION SERVICES & BUSINESS VALUATION

An Accountant’s Vital Role in Resolving a Divorce

BY TANYA M. HELFANLE, ESQ . SCHENCK PRICE SMITH & KING

Every devarce case can beaeht from the
mput of an accountant, from veey simple
cases to the most complex matters. [tis
the breakup of a "partnership.”

Certainly, divorces cause enormous
emotional upheaval; however, 2 good
portion of uny case will be focused on the
numbers. Most, if not all, divaree agree-
ments prepared by divorce counse] contain
language that the partics have been advise
to revivw e agreesent with an accountant
arnd the clicets are ot relping on the divaree
afteragy for tux adiice,

Divorce lawyers are often nat as well
versed in the fax ramifications as accoun-
tants, Alimony and “equitable distribution”
are not mere math problems. The most
successtul arguments in court are supperted
by hard Anancial evidence, such as tax
returns, pay stubs and ceedit caed bidls,
which will be organized ind analyzed by
accountants. For higher-net-worth cases, or
those with Hnancial complexities, there is

a need to hire forensic accountants.

THE ACCOUNTANT'S ROLE

How can the family 2ccountant help parties
conserve resources and help the chient
move forward to a better future?

¥ Provide copies of tax retuens and any
adjustments promptly to either party
regardless of whether the CPA primarily
dealt with one party. The CPA hasa
duty to immediately cooperate with
both parties.

¥ Provide tax projections, of requested,
as the parties will be filing separately
gaing forward.

« Perform state tax calcuiations on
alimony. Although federal law changed,
eliminating tax consequences, many
states, including New Jersey, stifl provide
for the deducnbility and taxation of

alimony.

¥ Determine who can/should claim
dependency exemptions, child tax
credat and Earned Income Tax Credit
{EITC] for any children.

v Estimate capital gains on homes or
investments, whether recently sold or
still owned and to be sold in the futuce.
If one party is considering keeping 2
home, the exemption can change
significantly from joint to individual.

¢ Review the divisrce agreement for
taX issves or creative planning it
requested.

Sometimes, spouses refuse to file
jointly because of cash/fraud issues or
simply refuse to file jointly “to be difficult”
The accountant can prepare a return based
on filing jointly and a secand one based
on filing separately to show the impact ta
the obstructive spouse for possible
reimbursement. {See Bursztym 1. Bursztyn,
379 N.J. Super, 385 {App. Div. 2005))

In complex divorces, a forensic
accountant is otten hired to prepare
reports and testify at trial. I interviewed
a well-known forensic accountant, llan
Hieschfeld, CPA, of Marcum LLP, foc this
article to further discuss how the family
accountant can help the divorce process by
providing clear and transparent bnancial
information, Fiest, Mr. Hirschfeld made it
clear that farensic accountants de ot get
involved wath custoddy. His job is te leok
at the divorce as a business transaction:
How are assets valued and how is cash
flow determined? The forensic accountant
performs due diligence, considers hiquidity
and looks at past performance to estunate
future cash flow to calculate support and
business values. Cash flow should not be
confused with taxable income. The forensic
accountant can also trace assets and help
calculare the marival values of restrwcted
stack units [RSUs] and options.

Mr. Hirschfeld explained rhat the
family accountant can play a crucial role
in the process, providing data pramptty,
including, but not limited to, tax returns
{ both business and personal) and yeas-end
jouraal entetes, along with general ledgers
or Quickbaaks tiles used to prepace tax
returns. A trained forensic accountant can
help establish and negotiate normalized
earnings and the value of businesses and
not waste the lawyer's tume and the parties’
moeney to get documents. The maore delays
or obstruction, the greater the emotional
and financial cost to both sides, &t
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