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TO RECEIVE CPE CREDIT

= |ndividuals

= 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

= |f 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
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= Double dipping

= Tax implications related to property settlements
= Other complicated financial issues, including virtual assets

= Other financial games played in divorce

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




“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

Retirement

Valued at time of divorce
as an asset

50%/50%

_____________________________________________ >

Court-ordered spousal support
at time of divorce based
on income stream
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Example of Double Dipping

Retirement

Reaches retirement age

/
Asset converts to a //
stream of incorr;e’
/

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

* |[ncome approach used (not always allowed)
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Double Dipping Example

No Add Back Add Back

BUSINESS

Business Economic Income $ 100,000 $ 100,000

N y/ Excess Compensation Add Back - 300,000

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

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

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

FORV/S
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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)
FORV/S




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 Investment Account
Market Value: $1,000,000 Market Value: $1,000,000
Tax Basis: 0 Tax Basis: ($500,000)

1,000,000 $500,000
Federal Tax: 15% Federal Tax: 15%
Deferred Tax Liability: ($150,000) Deferred Tax Liability: ($75,000)
Net Value: $850,000 Net Value: $925,000

NOT ALL ASSETS ARE CREATED EQUAL
FORV/S “




Deferred Tax Effect

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

FORV/S
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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




Capital Loss Carryover — The Basics

= Whatis 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?

[Fart Wl 7] Summary

See instructions for how to figure the amounts to o) (h) Gain or (loss)
enter on the lines below. (d) (=) Adjustments Subtract column (g}
. . This fo . - - Froceeds Cost 1o gain or kss from from codumn (d) and
16 Combine lines 7 and 15 amd enter heresull ..o R =130,373. Thiz form may b 23z2r to complets If you roun (ales price} (or other bazizy | Formiz) gg;mﬁgg]'- wm";lm?ggﬂ
* |iline 16 is a gain, enter the amount frorm line 16 on Schedula 1 (Form 1040, ling 13, or Form 104007, 1a Totals for all short-term transactions repored
lime 14, Then oa ta ling 17 below. on Form 10599-B for \\:hich basis was reported
* |iling 16 iz a loss, skip lines 17 throwgh 20 below, Then go 1o line 21. Alse be suwre to comphele ling 22, e 2o hier you have ro
*®, I line 15 is zera, skip fines 17 through 21 balow and enter -0- on Sehedule | (Form 1040}, lina 13, or However, Hf you choose 1o report all these
Farm 10408R, line 14. Then go o line 22, blank and goto line 1. ...
" . 1b Totals for all ranzactions reported on
17 Are lines 15 and 16 both gains? Formi(s) 8343 with Box A checked........... 99,987. 103, 346. -3,359.
i 2 Totals for all tranzactions reported on
D Yes. Go o fine 18, Fomniz) 8943 with Box B checked ..
" . 3 Tosals for all transactions reported on
Ll No. Skip lines 18 throwgh 21, and go to lina 22, Farmis) 2343 with Box © checked. ...,
18 If you are required fo complete the 28% Rate Gain Worksheet (see instructions), enter the 4 Short-term gain from Form 6232 and short-term gain or (less) from Forms 4684, 6781, and 8824, ... ...... | 4
armaunt, if ary, from line 7 of that weekshesd. .o
3 Met short-term gain or (less) from partnerships, 3 corporations, estates, and trusts from Schedule(s) K-1.... | 3
18 1 o are rcquiraz:l t complate iha UI"!E!FIIJI‘HI Saction 1250 Gain Warksheet {sea B ;h::st:en;?fggluljc;su&alggwer :m?erthe amount, if any from line Sofyour Cipihl Loss Carrylwer g o
instructions), enfer the amaunt, if i —
) the aun any. from fine 18 of that warkshest ... e PrEpbEssbre e 7 Met short-term capital gain or {loss). Combine lines 1a throwgh & in column (h). If yuu have any Iur'g Term
) capital gains or losses, go o Part |l below. Otherwise, go to Part Il on the back 7 -103,032.
20 Are lines 18 and 19 both zera o blank?

D‘ﬁs. Camplets M Qualified Dividends and Capital Galn Tax Worksheet in the instructions

[Partl__|Short-Term Capital Gains and Losses — Generally Assets Held One Year or Less (see instructions)

_ Long-Term Capital Gains and Losses — Generally Assets Held More Than One Year (see instructicns)

Tof B Tﬂn’f-l:l i 1 f he F Ses irsn'uhc;illjns fug I'Imw to figure the amounts to @ @ Adi (gl (g}béiainwurﬂois‘s}
T Formm ine: 11a (or im the instructions for Farm 104008, X enter on the lines below 2 djustments uktract column (2]
21 and 22 hE'h:"ﬂ' i 423. Ban't complete ines This form may be easier to complets if you round F’Irnceeqs \ . gsa -y Fbgrs:{g.%rglfgss:f;‘;m” fr;%?:";l[féjf
D ) ] ] off cents to w{lcle dollars. (zales price) lor giner basis} line 3. ealumn {é] " with eelumn (g)
Nl:h. GDIEEIHE the Schedule D Tax Worksheel in the instructions. Don't complete lines Ba Tomls for all long-term tranzactions reported
beslow, on Form 1099-8 for which basis was reported
to the IRS and for which you have no
adjustments (see instructions). However,
21 Iftine 1615 & logs, enber here and on Schedule 1 (Fnrm 1040), line 13, ar Form 10400F, lina 14, if you cheose to report all these transacfions
the smaller of: on Form 8349, |eave this line blank and gn
i} e line 8b. . i
*  The loss on i 16; o 8b '|I:'Gtals for aII tran'_slaﬂcolc?}s rfeporeé:l on
* ($3,000), or if rarried filing separataly, (§1,500) THERE orm(s) 5345 with Box D checke 927,039, T44,167. 182,892
8 Totals for all fransactions reporied on
Farmi(s) 5349 with Box E checked . ... .._._. 83,171, 159,469 63,702,
Mate: Whan fiquring which armaunl i5 smaller, freat both amounts & posii 10 Totals for all ransactions reporied on
a B ' P thve nurnbers Formis) 8349 with Box F checked........... 235,.000._ 24%,770. -15,394._ -30,164 .
. . 11 Gain from Form 4797, Part |; Iong-ﬁnrm gain from Forms 2439 and 6252; and Inng -term gain or [IossJ from
& D you have qualified dividends an Foerm 1040, line 3a, or Form 1040MR, line 1067 Forms 4584, 6781, and 8324 I 1
Yes, Camplate thir Qualified Dividends and Capital Gain Tax Worksheet in the instruzlions 12 Net long-term gain or (loss) from parnerships, 5 corporations, estates, and trusts from Schedule(s) K-1._.. [ 12
for Form 1040, line 11a (or in the instructions for Form 1040NR, line 423,
DH — iF 13  Capital gain distributions. See the instrs. . SEE ST 7. ... .. ... ... ... 13 1,545,
0. Lomp the: test o 1040 or Farm 1040NF. 14 Long-term capital loss carrytwer Enter the amount, if aur'),I from line 13 of :,'nur aprtal Loss [‘.arrjwer
Worksheet in the insmuections. . e . .o |14 -30, T00.
15 Net Iong—term capltal galn of (Iuss) Combine lines Ba thrnugh 14 in colurnn {h] Then gG o Part Il on
SEHHEDFW“"W’WH the back.. 15 187,275.

MrMNJN\V/I/v

BAA For Fq:erwurk Reduc‘hon .M:l Hobce See your Tax relum |ns|r1.|chur|5 FOIAOS1ZL  DSUO413 Schedule D (Form 1040 or 1040-5R) 2019

a trademark of FORVIS, LLP, reg S. Patentand Trad:




Harder to Identify (1040 Schedule D — Page 2)

[P&RI] Summary

16 Combine lines 7 and 15 and enter the result. .. ... . . 16 84,6243.

® |fline 16 i1s a gain, enter the amount from line 16 on Form 1040 or 1040-5R, line 6; or Form 1040-NR,
line 14. Then go to line 17 below.

® [fline 1615 a loss, skip lines 17 through 20 below. Then go to line 21. Also be sure to complete line 22.
® Ifline 16 is zero, skip lines 17 through 21 below and enter -0- on Form 1040 or 1040-3R, line &; or

Form 1040-NR, line 14. Then go to line 22.

Original Capital Gain  $ 214,616
Less Capital Loss c/o  ($130,373)
Net Capital Gain $ 84,243

17 Are lines 15 and 16 both gains?
I:I Yes. Go to line 18.

D No. Skip lines 18 through 21, and go to line 22.

18 If you are reguired to complete the 28% Rate Gain Worksheet (see instructions), enter the
amount, If any, from line 7 of that worksheet . . . . . = 18

19 If you are reguired to complete the Unrecaptured Section 1250 Gain Worksheet (zee
instructions), enter the amount, if any, from line 18 of that worksheet . .. ... . . . ... .. ... ... .. = 19

20 Are lines 18 and 19 both zero or blank?

D Yes. Complete the Qualified Dividends and Capital Gain Tax Worksheet in the instructions
for Forms 1040 and 1040-3R, line 12a (or in the instructions for Form 1040-NR, line 42). Don't
complete lines 21 and 22 below.

21 and below.

Fo I D No. Cnrgglete the Schedule D Tax Worksheet in the instructions. Don't complete lines

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office



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?

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Include the Inherent Value as an Asset on Marital Balance Sheet?

Smith v Smith

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
Cash to Balance 50/50 Division (35,000) 35,000
910,500 910,500

50.0% 50.0%

FORV/S
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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
Cash to Balance 50/50 Division (48,000) 48,000
923,500 923,500
50.0% 50.0%




Net Operating Loss — How to Treat?

[Part] | Additional Income

1 Taxable refunds, credits, or offsets of state and local income taxes ... ... .. .............. |1
2a  Alimony received .. . . R 2a
b Dawe of original dl‘J‘GrDﬂ or Enparatu:-r' agre-emert [s-ne instructions) *
3  Business income or (loss). Attach Schedule C. R - -1,555.
4  Other gains or (losses). Attach Form 4797 4
3 Rental real estate, royakiss, parnerships, 5 corporations, trusts, sto. 5.tta|::h ache-:luleE 3 -439,152 .
& Farm income or (loss). Attach Schedule 5. ... | B
7 Unempleyment compensation . . R
8  (Onher incoma. List type and amount = HQL ____________ SEE_STMT 4
a -2,223,848.
9  Combine lines 1 through 8. Enter here and on Form 1040 or 1040-3R. line 7a..............._ | 8 -2, 664,555
[ Partll | Adjustments to Income
10 Educalor BERSMESS . L i | 10
11 Cerain business expenses of reservisis, performing artists, and fee-basis government officials.
Attach Form 2106 M
12 -|ea|ﬂ153v|ngiauc-}untdedmmn Att.:mh Form E‘-E-Eﬂ e I
132  Moving expenses for members of the Armed Forces. -ﬂ.—.ach Farm 3‘9[!3 A I = 1
14  Deductible part of self-employment tax. Attach Sechedule SE ... .. ... ... |14
15  Self-employed 32P, SIMPLE, and gualified plans. .. .. ... ... i e | 1D
16 Self-employed health insurance deduetion. .. .. ... .. . .. .. . . ... | 16
17 Penaly on sary withdrawal of savings. ... ... .. i i i eiaeeeas | T
1Ba  Almony Baid. . oo . | 188
b Recipients SEM. .
¢ Date of onginal divorce or separation agreement (see instructions) =
1% IRA deduction. . . RN I |-
20 atudertlu}anlnteres dnduntu:-r' P - |
21 Tultu:-nandfee*s..ﬁ.ttanthrmEEH?........................................................ |
22 Add lines 10 throwgh 21, These are your adjustments to income. Enter here and on Form 1040
FORVIS or 1030-5R, line 8a.. . R -4 0.
BAA For Paperwork Reduction Act H-EtIEE SEE your h.'ﬂ re‘l'urn ||'|51r|.|ctnr15 Schedule 1 (Form 1040 or 1040-5R) 2019
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Virtual Assets

You'called the police I}_‘Eﬂause someone hacked
your World of W:EII‘EPEIH account?

"‘\. !

What choice did | have?

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




Virtual Assets

Digital & virtual assets
» Cryptocurrency
* Frequent flier miles & reward points
* iITunes 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

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




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

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




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

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Virtual Marketplaces

PIFE Linden Dollars

P RCaAeT Golc

Cash

ENTROFITH 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

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




QUESTIONS

FORV/S
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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

CPE boards of accountancy have final authority on the acceptance of

e AT individual courses for CPE credit. Complaints regarding registered
sponsors may be submitted to the National Registry of CPE Sponsors
through its website: www.nasbareqistry.org

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office



https://www.nasbaregistry.org/

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

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office
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Thank you!

forvis.com

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and analysis of industry information and legal authorities. Such analysis Fo R VI S
and conclusions should not be deemed opinions or conclusions by FORVIS or the author(s) as to any individual situation as situations are fact specific. The reader should perform its own analysis and form
its own conclusions regarding any specific situation. Further, the author(s) conclusions may be revised without notice with or without changes in industry information and legal authorities.

FORVIS has been registered in the U.S. Patent and Trademark Office, which registration is pending.
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