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TO RECEIVE CPE CREDIT
 Individuals

 Participate in entire webinar
 Answer polls when they are provided

 Groups
 Group leader is the person who registered & logged on to the webinar
 Answer polls when they are provided
 Complete group attendance form 
 Group leader sign bottom of form
 Submit group attendance form to cpecompliance@forvis.com within 24 hours of webinar

 If all eligibility requirements are met, each participant will be emailed their 
CPE certificate within 15 business days of webinar. Due to the large 
volume of certificates of completion issued, requests to re-issue lost or 
misplaced certificates will be honored up to 60 days following the webinar

mailto:cpecompliance@forvis.com
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Agenda

 Double dipping 
 Tax implications related to property settlements
 Other complicated financial issues, including virtual assets 
 Other financial games played in divorce
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“Double Dipping”

CONCEPT 
 Value once for division of property
 Value again for determination of spousal support, maintenance, or 

child support
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Example of Double Dipping

Valued at time of divorce
as an asset

Retirement

50%/50%

Court-ordered spousal support
at time of divorce based

on income stream

http://www.tuition.io/blog/2013/12/save-for-retirement-or-pay-student-loans-whats-best-for-your-financial-future/
http://www.google.com/url?sa=i&source=imgres&cd=&cad=rja&uact=8&ved=0CAkQjRwwAGoVChMIxueW3dukyAIVDNWACh2u4Qnr&url=http://www.clipartbest.com/bing-clipart-images&psig=AFQjCNG_ZnNfYbzofFr69yVKSjHQKGwRtw&ust=1443907229397815
http://www.google.com/url?sa=i&source=imgres&cd=&cad=rja&uact=8&ved=0CAkQjRwwAGoVChMImNWJo9ykyAIVDjqICh307QQY&url=https://www.pinterest.com/dianaoakley/crafts-silhouettes-color-pages/&psig=AFQjCNFd8pqaZ8yqkRF1qZITiBUDYm2qzw&ust=1443907375975188
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Example of Double Dipping

Retirement

Wants new cash flow from retirement 
added to income stream available for

spousal support

Reaches retirement age

Asset converts to a 
stream of income

http://www.tuition.io/blog/2013/12/save-for-retirement-or-pay-student-loans-whats-best-for-your-financial-future/
http://www.google.com/url?sa=i&source=imgres&cd=&cad=rja&uact=8&ved=0CAkQjRwwAGoVChMIxueW3dukyAIVDNWACh2u4Qnr&url=http://www.clipartbest.com/bing-clipart-images&psig=AFQjCNG_ZnNfYbzofFr69yVKSjHQKGwRtw&ust=1443907229397815
http://www.google.com/url?sa=i&source=imgres&cd=&cad=rja&uact=8&ved=0CAkQjRwwAGoVChMImNWJo9ykyAIVDjqICh307QQY&url=https://www.pinterest.com/dianaoakley/crafts-silhouettes-color-pages/&psig=AFQjCNFd8pqaZ8yqkRF1qZITiBUDYm2qzw&ust=1443907375975188
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Double Dipping for Business 

“The theory is that when a business is valued using a capitalization of 
earnings approach, it is double dipping to both distribute the business 
and then base spousal support on the income the business produces” 
Morgan, “Double Dipping”: A Good Theory Gone Bad, 25 J. Am. Acad. Matrim. Law. 133, 142 (2012)

 Income approach used (not always allowed)
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Double Dipping Example 

Compensation
$500,000

No Add Back Add Back 

Business Economic Income $       100,000 $   100,000 

Excess Compensation Add Back - 300,000 

Income Stream for Valuation 100,000 400,000 
Cap Rate 20% 20%

Value for Equitable Distribution $       500,000 $2,000,000 

Source: BVUpdate- June 2012

Should compensation of $200,000 or $500,000 be used 
to calculate spousal support?  

One or the other 
- $500,000 business value with annual compensation of $500,000
- $2,000,000 business value with annual compensation of $200,000

http://www.google.com/url?sa=i&source=imgres&cd=&cad=rja&uact=8&ved=0CAkQjRwwAGoVChMIxueW3dukyAIVDNWACh2u4Qnr&url=http://www.clipartbest.com/bing-clipart-images&psig=AFQjCNG_ZnNfYbzofFr69yVKSjHQKGwRtw&ust=1443907229397815
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Double Dipping

Concept widely recognized, but …
Not all jurisdictions have embraced its theory 

“We find no inequity in the use of the individually fair results obtained due to 
the use of an asset valuation methodology normalizing salary in an on-going 
close corporation for equitable division purposes, and the use of actual 
salary received in the calculus of alimony. The interplay of those calculations 
does not constitute double dipping.”

Steneken v. Steneken, 873 A.2d 501 (N.J. 2005) 
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Property Settlements 

Goal: equalization of assets
 Gather list of all assets & liabilities

• Need their fair market value
• Need their cost basis

Challenge: Not all assets are created equally 
 Deferred tax obligations 
 Hidden losses (capital loss carryovers, net operating losses) 
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Property Settlements

Need to think about more than fair market value
Retirement Account

Market Value:  $1,000,000

Investment Account
Market Value:  $1,000,000

Tax Basis:  0

1,000,000

Federal Tax:             15%   

Deferred Tax Liability: ($150,000)

Net Value:  $850,000

Tax Basis:   ($500,000)

$500,000

Federal Tax: 15%   

Deferred Tax Liability: ($75,000)

Net Value:  $925,000

NOT ALL ASSETS ARE CREATED EQUAL 
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Deferred Tax Effect

Real Estate (House)
Market Value: $ 1,000,000
Tax Basis: (750,000)
Residence Gain
Exclusion:                (250,000)

- 0 -
Federal Tax:                 15%
Deferred Tax Liability:                            - 0 -

Net Value: $ 1,000,000

Stock Investment A
Market Value: $ 1,000,000

Tax Basis: (500,000)

500,000

Federal Tax:    15%

Deferred Tax Liability: 75,000

Net Value: $ 925,000
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Capital Loss Carryover – The Basics

 What is a Capital Asset? 
• IRS defines as “almost everything you own and use for personal or investment purposes is a 

capital asset.”  Examples include a home, personal use items like household furnishings, and 
stocks or bonds held as investments. Does not include inventory or property used in a 
business

 Taxpayers are allowed to deduct capital losses to the extent of the lesser of
o $3,000, or
o The excess of capital losses over capital gains

Excess capital losses can be carried forward indefinitely
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Capital Loss Carryover – Where to Find? 
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Harder to Identify (1040 Schedule D – Page 2)
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How Should Loss Be Allocated?

 When a married couple has a capital loss carryforward on their last 
joint return, that carryover should be allocated based upon each 
spouse’s individual net capital losses giving rise to the carryforward

 The IRS will allocate the loss to the spouse actually suffering the 
loss

 Who does the loss belong to?
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Include the Inherent Value as an Asset on Marital Balance Sheet?

Marital 
Scenario 1: Estate Husband Wife

Cash 26,000          13,000          13,000          
Marital Home 650,000        650,000        
Fidelity Investment 425,000        212,500        212,500        
401k 595,000        595,000        -                
IRA 125,000        125,000        -                

Total 1,821,000    945,500        875,500        
(35,000)        35,000          
910,500        910,500        

50.0% 50.0%

 
 

                              
                 
                         
                      

                                
                                
                    

                  
                

Smith v Smith
Marital Balance Sheet

Cash to Balance 50/50 Division

    

 
 

                              
                 
                         

                                
                                
                    

                  
                

Marital 
Scenario 2: Estate Husband Wife

Cash 26,000          13,000          13,000          
Marital Home 650,000        650,000        
Fidelity Investment 425,000        212,500        212,500        
Capital Loss Carryover 26,000          26,000          
401k 595,000        595,000        -                
IRA 125,000        125,000        -                

Total 1,847,000    971,500        875,500        
(48,000)        48,000          
923,500        923,500        

50.0% 50.0%

  
  

    

Cash to Balance 50/50 Division
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Net Operating Loss – How to Treat? 
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Virtual Assets 

Source:https://loveforquotes.com/t/meme-world?since=1361940037%2C6330650 
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Virtual Assets 

Digital & virtual assets
• Cryptocurrency
• Frequent flier miles & reward points
• iTunes music library
• Kindle digital book collection
• Blogs (income producing) 
• eBay storefronts 
• Online role-playing games (Farmville, Second Life, etc.) 
• Domain names
• Digital artwork
• Digital photos
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Frequent Flier Miles & Reward Points

 Review terms & conditions of program 
• Split to two accounts if allowed  
• Likely will be fees

 Research & come up with a value that is realistic & 
defensible
• 50,000 pts = a $1,500 first class ticket, then 400,000 

pts approximates $12,000
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iTunes & Kindle/E-Books

 User owns legal right to use software, not outright 
ownership of product 

 Registered individual is only individual allowed to use 
product   

 A judge’s ruling may not supersede user agreement 
stating you can not transfer ownership 
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Virtual Marketplaces

Linden Dollars

Gold

Cash

PED (Project Entropia Dollars) 
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Other Financial Games Played

 Running personal expenses through company disguised as business 
expenses (hobbies, mistress, etc.) 

 Paying salary to nonexistent employees then voiding checks after divorce 
 Paying salaries or fees to relatives or friends for “services” then having it 

repaid after divorce
 Overwithholding income taxes or overpaying corporate tax to be refunded 

after divorce is finalized
 Create fake debt to friend or business colleague in order to reduce net 

asset value of company
 Holding off on new contracts or large jobs until divorce is finalized
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QUESTIONS
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CONTINUING PROFESSIONAL EDUCATION (CPE) CREDIT

FORVIS, LLP is registered with the National Association of State 
Boards of Accountancy (NASBA) as a sponsor of continuing 
professional education on the National Registry of CPE Sponsors. State 
boards of accountancy have final authority on the acceptance of 
individual courses for CPE credit. Complaints regarding registered 
sponsors may be submitted to the National Registry of CPE Sponsors 
through its website: www.nasbaregistry.org

https://www.nasbaregistry.org/
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CPE CREDIT

 CPE credit may be awarded upon verification of participant 
attendance

 For questions, concerns, or comments regarding CPE credit, please 
email FORVIS at cpecompliance@forvis.com 

mailto:cpecompliance@forvis.com
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Assurance  /  Tax  /  Advisory

forvis.com

Thank you!
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