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Upcoming Events

Thursday, April 3,2025: KLG Webinar! Thursday, April 24,2025: KLG Partner In-Person
e Topic: ‘Unpacking Personal Tax Returns: A Presentation!
Forensic Approach to Form 1040 Filings’ e Location: Suffolk County Bar Association
e Presented By David Gralnick and Louis (Monthly Meeting)
Panariello. e Topic:'Cryptocurrency Unveiled: Tools for
e Click here to view webinar playback! Attorneys to Trace and Investigate Digital
Assets'
Monday, April 7, 2025 ¢ Presented by Louis Panariello, CPA/ABV/CFF

¢ Nassau County Bar Association
Guardianship Bench Night (Event Sponsors Thursday, April 24 to Saturday, April 26, 2025:
& Exhibitors) e AAML Florida 47th Annual Institute (Event
e Location: Nassau County Bar Association Sponsors & Exhibitors)
e Location: JW Marriott Tampa
Wednesday, April 9,2025
¢ Westchester Women's Bar Association
Afternoon Tea (Event Sponsors)
e Location: Mulino's at Lake Isle
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MATRIMONIAL
CASE OF

INTEREST Torkin v. Susac

Case Background

Michael Torkin (plaintiff) and Heather Susac (defendant) were married in 2001 and had two children.
Their collaborative divorce process, initiated in 2016, resulted in interim agreements, including a "Stop-
the-Clock Agreement," setting December 31, 2016, as the termination date for marital property accrual.
When the collaborative process failed, Michael filed for divorce in 2017. The divorce proceedings
revolved around several complex financial matters, including the division of Michael’s partnership
interests, trust assets, and liquid marital assets, as well as determinations of maintenance and child
support obligations.

Key Valuation Issues

Partnership Interests:

e The court classified Michael’s partnership interest in Sullivan & Cromwell LLP as marital
property, awarding Heather 37% of its value based on her indirect contributions as a
homemaker and caregiver.

e Michael’s subsequent partnership interest in Simpson Thatcher & Bartlett LLP, acquired in 2017
post-commencement, was deemed separate property.

Trust Assets:
e The Michael H. Torkin 2014 Trust, funded during the marriage, was determined to be marital
property due to insufficient evidence tracing its source as separate property and commingling
of marital assets

Liquid Assets:
e The court awarded Heather the balance of the couple’s liquid marital assets, criticizing Michael
for depleting approximately 80% of them to fund the collaborative divorce process.

Carrying Costs and Interim Maintenance:
e The court rejected Michael’s request for credit on carrying costs for the marital residence
during the pendency of the action, ruling that these payments were offset by his interim
maintenance and child support obligations.
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MATRIMONIAL
CASE OF

INTEREST Torkin v. Susac

Court’s Findings

Equitable Distribution: The court exercised broad discretion in dividing assets, considering
Heather’s non-financial contributions, the duration of the marriage, and the parties’ economic
circumstances. The division of the partnership interest and trust was guided by established
equitable distribution principles.

Maintenance Awards:

e Heather received maintenance of $10,000 monthly until the marital residence was sold,
increasing to $23,000 monthly until 2027. The court’s calculations reflected statutory guidelines
and considered factors such as the parties’ age, earning potential, and marital standard of living.

e Michael was directed to pay for Heather’s health insurance during the maintenance period or
until she obtained employment-based coverage.

Child Support: The court applied statutory guidelines to combined parental income up to $400,000
and denied credit for Michael’s contribution toward college room and board costs.

Conclusion

This case underscores the importance of thorough asset tracing, accurate
financial disclosures, and compliance with interim agreements in
matrimonial matters. For business valuators and financial experts, the
decision highlights the need for robust valuation methodologies to address
trust assets, partnership interests, and liquid asset distribution. It also
illustrates how courts weigh equitable distribution and maintenance
decisions, providing valuable precedent for professionals advising
attorneys on similar disputes.
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ESTATETAX
CASE OF Matter of Weber

INTEREST

Case Background

Michael S. Weber, a Saratoga County resident, passed away on December 7, 2003, leaving a
Last Will and Testament and a codicil dated September 2000. The Will established a trust
benefiting Michael’s son, Owen K. Weber (Objectant), with Susan F. Weber (Michael’s sister
and Petitioner) named as Executrix of the Estate and Trustee of the Trust. The trust assets
included real property located on Cat Island, Bahamas, transferred from the Estate into the
Trust. Issues arose regarding Susan’s decisions as Trustee, particularly her retention and use of
the Cat Island Property and alleged conflicts of interest.

Key Business Valuation Issues:

Retention of Cat Island Property: Whether Susan’s retention of the property violated the
Prudent Investor Act and constituted a breach of fiduciary duty.

Asset Management Standards: The case analyzed the application of the "retained asset
standard" and whether Susan acted prudently as a lay trustee.

Mixed Asset Usage: Susan’s personal use of the Cat Island Property during trust-related trips
and its implications for trustee conflicts of interest or self-dealing.

Expert Opinions: Testimony from Objectant’s financial expert questioned the prudence of

retaining the property and proposed damages calculations based on alleged breach of
fiduciary duty.

This case highlights critical fiduciary responsibilities and the implications of trust asset
management. It serves as an important precedent for business valuation experts engaged in

matters where trust assets and fiduciary duties intersect, emphasizing the evaluation of asset
retention decisions and potential financial impacts on beneficiaries.
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ESTATETAX
CASE OF Matter of Weber

INTEREST

Court Findings

e Fiduciary Standards: Susan was deemed a "lay trustee," subject to reasonable care and
diligence but not heightened fiduciary standards due to lack of professional investment
expertise. That Susan was a “lay trustee” was also the opinion of the Objectant’s financial
expert.

e Retention of Cat Island Property: The Court upheld the application of the retained asset
standard, finding no evidence that Susan’s decision to retain the property was imprudent
or caused damages to the Trust.

e Mixed-Use Trips: While Susan admitted combining trust business with personal leisure, the
Court found no concrete evidence of inappropriate influence or measurable damages due
to her use of the property.

o Expert Testimony: The Court deemed Objectant’s expert’s damages calculations
speculative, unreliable, and unsupported by facts, citing significant flaws in methodology
and assumptions.

« Artificial Intelligence Reliance: The Court raised concerns about Objectant’s expert’s use
of Al (i.e., Microsoft Copilot) in his analysis, questioning the reliability of Al-generated
evidence without expert oversight or validation under the Frye standard.

Conclusion

The ruling reinforces the importance of thorough, evidence-
based evaluations in trust asset management and fiduciary
decisions. For business valuation experts, the case illustrates the
need for rigor and credible analysis, particularly when assessing

damages or asset retention. Additionally, the decision
emphasizes caution when incorporating Al tools in expert
analyses without proper validation.
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CORPORATE BBK Tobacco & Foods
CASE OF LLP v. Central Coast
INTEREST Agriculture Inc.

Case Background

BBK Tobacco & Foods LLP ("BBK"), an Arizona-based LLC, filed a lawsuit against Central Coast
Agriculture Inc. ("CCA"), alleging trademark infringement and seeking damages under the
Lanham Act. The central issues involved calculating profits attributable to the infringement
and assessing damages such as disgorgement and reasonable royalty fees. Both parties
relied on expert testimony—BBK presented their expert witness (“Plaintiff’s Expert Witness™)
to calculate economic damages, while CCA retained another expert witness (“Defendant’s
Expert Witness”) to provide rebuttal analysis. The court was tasked with evaluating the
reliability and admissibility of their expert opinions.

Key Valuation Issues

Profit Disgorgement: BBK sought disgorgement of CCA’s profits related to its cannabis-
related Raw Garden products. Plaintiff’s Expert Witness calculated damages using a
contribution margin methodology based on variable costs, while Defendant’s Expert Witness
employed a "but-for" analysis to assess expenses.

Reasonable Royalty: Plaintiff’s expert witness introduced a reasonable royalty calculation
but faced scrutiny due to nondisclosure of critical evidence during discovery, including
license agreements underlying his analysis.

Methodological Disputes: Both experts faced challenges regarding their methodologies and

data sources, with debates over the sufficiency and relevance of their analyses for
determining damages.

I(lg Business Valuators &
Forensic Accountants

Stay Connected! Scan the QR Code to follow us on Social Media.
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CORPORATE BBK Tobacco & Foods
CASE OF LLP v. Central Coast
INTEREST Agriculture Inc.

Court Findings

Plaintiff’s Expert Witness Testimony:

e His profit disgorgement calculations were excluded due to reliance on incomplete
expense data for CCA’s Raw Garden products. The methodology was deemed unreliable
because it did not account for all relevant costs.

e Hisreasonable royalty analysis was also stricken under Rule 37(c) (1) due to nondisclosure
of key evidence during discovery, prejudicing CCA’s ability to prepare a defense.

Defendant’s Expert Witness Testimony:

e The court found his "but-for" analysis relevant but excluded parts of his testimony related
to apportioning expenses. His methodology was considered unreliable for including non-
attributable costs in the calculation of Raw Garden brand revenues.

e However, his consumer confusion analysis was upheld as a reliable method for assessing
profits not attributable to infringement. By applying BBK’s survey data, Defendant’s Expert
Witness demonstrated that a majority of CCA’s customers were unlikely to be confused.

Conclusion

This case reinforces the importance of detailed, transparent methodologies in economic
damages analyses. For valuation experts, it underscores the need for robust data and
compliance with disclosure requirements to ensure the admissibility of testimony. It also
serves as a reminder that courts closely scrutinize expert opinions, demanding alignment
with established evidentiary standards and industry best practices.

Read the full case here

KLG is a qualified expert in business valuations to handle any of the above three cases.

If you have a case that requires a qualified business appraisal, we can help.

Keep an eye out for next month's newsletter in May! 7/7
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