Ron's Corner

In this issue of Forensic Accounting To-
day, I examine a case involving a husband
who concealed two bank accounts from
his wife, accounts that together held
$787,112. Appointed by the court as a
forensic accounting expert under Califor-
nia Evidence Code §730, I was tasked with
determining the husband’s gross cash flow
available for support. I served as the sole
forensic accounting expert for both the
trial proceedings and the subsequent ap-
pellate matter.

Because this case was not published, I have
used fictitious names and adjusted certain
dates and financial figures to preserve con-
fidentiality.

Ralph and Cindy Peters were married in
January 2001, and their marriage was dis-
solved by judgment on January 20, 2011.
They had three children together.

Ralph is an attorney who has practiced
consumer law for 23 years as an equal
partner at the Law Offices of Peters and
Walton, Inc. (“P&W?). During the years
relevant to this matter—2014, 2015, and
2016—he remained an equal partner in
the firm.

Throughout the period at issue, Cindy was
not employed outside the home. Under
the marital settlement agreement incorpo-
rated into the judgment of dissolution,
Ralph and Cindy agreed to share joint le-
gal custody of their children, with Cindy
retaining primary physical custody.

Ralph initially agreed to pay monthly
child support of $5,200 and spousal sup-
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In this issue of Forensic Accounting Today, 1 begin a multi-part review of a
family law matter involving concealed income, undisclosed financial
accounts, and the modification of child support obligations. The case
centered on whether a former spouse intentionally withheld material
financial information from the court when seeking a post-judgment child
support order.

Ralph Peters appealed the family court’s decision granting Cindy Peters’
motion to vacate a prior post-judgment child support order. The trial court
found that Ralph had intentionally concealed income by routing nearly
$800,000 through undisclosed bank accounts, thereby preventing the court
from accurately assessing his true cash flow available for support. As a result,
the court modified Ralph’s child support obligation retroactively to 2016, the
date of the challenged order.

On appeal, Ralph argued that the trial court relied on the wrong provision of
the California Family Code when granting Cindy’s motion. He contended
that the proper statute was Family Code Section 3691, which governs
motions to set aside support orders based on fraud, and that Cindy’s request
was barred by the applicable six-month statute of limitations. Ralph also
challenged the evidentiary basis for the courts findings, asserting that the
record did not support a conclusion that he concealed income and, in fact,
showed that he had overstated his income at the time of the original support
order.

The appellate court rejected these arguments. It held that Ralph forfeited his
statute of limitations defense by failing to raise it during the evidentiary hearing
on Cindy’s motion to vacate. More importantly, the court found substantial
evidence, which supported the trial court’s conclusion that Ralph had
committed fraud by concealing financial information when the 2016 support
order was entered. That evidence included extensive unrebutted expert
testimony and financial analysis presented to the court.
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port of $4,000. The parties later stipulated
to an increase in Ralph’s custodial time
with the children, resulting in a reduction
of his monthly child support obligation to
$4,500.

If you have questions regarding this case or
the forensic issues involved, I would be
pleased to assist.

Ron
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Order Modifying Support

On July 10, 2014, Ralph filed a Request for Order (RFO) seeking modification
of child custody and spousal support. In October 2015, the family court
appointed me pursuant to Evidence Code Section §730 to analyze Ralph’s gross
cash flow available for support. On February 10, 2016, Cindy filed her own RFO
seeking modification of spousal support, and both matters were set for a
combined evidentiary hearing in a long-cause courtroom.

Shortly before the hearing, Ralph submitted an Income and Expense
Declaration reporting a substantial decline in earnings from the prior year. He
attributed the decline to the burdens of ongoing family law litigation, claiming
the proceedings had reduced his income by approximately 60 percent. He also
represented that he had begun dissolving his law partnership.

Ralph’s declaration reported current monthly wages of $21,200 and self-
employment income of $24,300 per month through June 30, 2016. Based on the
limited financial information then available, I calculated additional monthly
perquisite income of $5,240.

The court found that Cindy had no income and declined to impute earnings to
her. Using my guideline support analysis through DissoMaster, the court
ordered Ralph to pay $5,200 per month in child support effective January 1,
2017, continuing until the children reached the age of majority, provided they
remained living at home and otherwise eligible. The court also ordered Ralph
to pay $5,050 per month in spousal support from January 2017 through January
2018.

Ralph’s Request to Reduce Support

In September 2016, Ralph filed another RFO seeking to reduce both child and
spousal support to zero. In his declaration, he claimed he had obtained an
injunction prohibiting him from drawing a salary from his law firm, P&W. He
further asserted that although he continued to work approximately 30 hours
per week at the firm, he was receiving no compensation.

The court was presented with evidence regarding the impending dissolution of
the law practice. However, it received no credible evidence explaining Ralph’s
continued self-employment income or how he could continue working while
receiving no compensation. The court denied Ralph’s request, finding that he
failed to demonstrate a material change in circumstances sufficient to justify a
modification of support.

The court also found Ralph’s position lacked credibility. The judge specifically
questioned how Ralph could continue working without compensation and
expressed concern that his claimed lack of income may have reflected
undisclosed earnings, whether diverted through the firm or received from
other unreported sources.

In the next issue of Forensic Accounting Today, I will discuss Cindy’s motion to
vacate the 2016 support order, where the financial analysis expanded significantly
and the evidentiary record revealed the concealed accounts and cash flow that
ultimately became central to both the trial courts ruling and the appellate
decision.
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