Ron's Corner

When undisclosed accounts are discov-
ered after entry of a support order, practi-
tioners should obtain complete bank
records and engage a forensic accountant
to perform an income-testing analysis.
Even where the account balances them-
selves are not dispositive, tracing deposits
and withdrawals may reveal income avail-
able for support that was never disclosed
to the court.

In this issue of Forensic Accounting To-
day, I continue with the second part of the
article to examine the case involving a
husband who concealed two bank ac-
counts from his wife, accounts that to-
gether held $787,112. Appointed by the
court as a forensic accounting expert un-
der California Evidence Code §730, I was
tasked with determining the husband’s
gross cash flow available for support. I
served as the sole forensic accounting ex-
pert for the trial proceedings.

Because this case was not published, I
have used fictitious names and adjusted
certain dates and financial figures to pre-
serve confidentiality.
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Cindy’s Motion to Vacate the 2016
Support Order

On July 21, 2016, Cindy filed a Request for Order (RFO) seeking to vacate a
prior support order after discovering evidence that Ralph had allegedly con-
cealed significant financial information from both the court and the parties.
Specifically, Cindy alleged that Ralph created various LLCs and trusts to hide
assets and failed to disclose two bank accounts into which more than $787,000
had been deposited. These accounts were not disclosed during the proceedings
that led to the 2016 support order, nor were they provided to me during my
court-appointed assignment to perform a cash flow analysis.

The previously undisclosed accounts came to light after subpoenas were issued
to several financial institutions in connection with Ralph’s earlier request to
reduce his support obligation. In response, Cindy obtained hundreds of pages
of bank records, including account statements and copies of negotiated checks,
revealing financial activity that had not been previously disclosed.

In support of the motion, Cindy’s counsel argued that the family court pos-
sessed the inherent authority to vacate the 2016 order because it had been pro-
cured through fraud. Counsel further asserted that the three-year statute of
limitations for fraud claims under Code of Civil Procedure $338(d) was tolled
by Ralph’s concealment of the accounts. Cindy requested that the court vacate
the existing order, establish child support at $10,114 per month based upon my
2016 cash flow analysis, and award attorney’s fees, costs, and sanctions pursuant
to Family Code §271 and Code of Civil Procedure §128.5.

As part of the proceedings, Cindy retained me to analyze the newly obtained
financial records. In my declaration, I explained that Ralph had failed to report
or had significantly understated income available for support. Using the same
income-testing methodology I had employed as the court-appointed expert, I
examined deposits into both the disclosed and newly discovered accounts.
Total deposits exceeded $1.24 million. After excluding identifiable law firm
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income, credit-line transfers, and other non-income items totaling approxi-
mately $975,000, I determined that Ralph had an additional $66,170 in income
available for support beyond what had been reported to the court.

The Evidentiary Hearing

The motion to vacate proceeded to a seven-day evidentiary hearing that began
in June 2020 and concluded approximately one year later. Ralph and I were the
only witnesses. My testimony alone spanned more than four and one-half days.

Early in the proceedings, the court directed Ralph’s counsel to address disputed
items in my income-testing analysis. After reviewing supplemental documenta-
tion provided by counsel, I made several adjustments that gave Ralph the
benefit of the doubt regarding certain deposits. The court accepted the revised
analysis, which became the primary financial framework for the evidentiary
hearing.

During my testimony, I explained that discovery had become problematic. Al-
though Ralph produced numerous bank records, law firm documents, and tax
filings, he failed to disclose records relating to the two previously undisclosed
bank accounts. I testified that the omission was material because those records
contained information that could have significantly affected the outcome of the
original support determination.

In my subsequent engagement for Cindy, I applied the same methodology
previously used as the court-appointed expert, this time incorporating the
newly discovered accounts. Through extensive tracing of financial transactions
from 2016 through 2021, I identified deposits consisting of law firm income,
partnership draws, salary, firm-related transfers, perquisites, and other sources
of income. Using Dissomaster™ calculations, I determined that Ralph’s monthly
child support obligation should have been approximately $957 higher than the
amount previously ordered. My analysis further indicated that his corrected
monthly support obligation for 2019 should have been $9,326.

Ralph attempted to explain several questioned transactions, including a
$120,000 transfer that he claimed represented a loan against his 401(k), a
$75,000 transfer related to a rental property transaction, and a $60,000 with-
drawal that he asserted came from a life insurance policy. However, supporting
exhibits were not properly introduced into evidence, nor was there a stipulation
regarding their admissibility. As a result, the court expressed concern regarding
the evidentiary foundation for these explanations.

At one point, the court criticized Ralph’s counsel’s examination as disorganized
and confusing. The court observed that my report provided the only compre-
hensive analysis tracing the source of the disputed funds. The court ultimately
relied upon my testimony and calculations regarding Ralph’s available income.

Following the close of evidence, the parties submitted post-hearing briefs
addressing the admitted evidence and applicable law. Cindy argued that the
court should vacate the support order pursuant to Family Code §2122, which
authorizes relief from a judgment obtained through actual fraud.

In the next issue of Forensic Accounting Today, I will discuss the family
courts ruling and the appellate courts analysis of the case.



