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Upcoming Events

Friday, May 2, 2025 - Saturday, May 3, 2025 Wednesday, May 21, 2025:
e AAML New York’s Annual May 2025 CLE and ¢ NYSSCPA Queens/Brooklyn Chapter Annual
Dinner Dance Accounting and Auditing Conference
¢ KLG Partner Speaking Engagement: (Sponsors/Exhibitors)
WHAT’S REALLY “KNOWABLE” ANYWAY? o Location: St. John's University Toben College
Glenn S. Liebman, CPA/ABV of Business

o Location: Harvard Club of New York City
e Estate Planning Council of New York City Estate

Wednesday, May 7, 2025: KLG Webinar! Planners Day 2025 (Sponsors/Exhibitors)
e Topic: Part I-Documents Requested and o Location: The Union League Club of New York
Client Interviews
¢ Presented by Jeffrey Gibralter, Wednesday, May 28, 2025:
CPA/ABV/CFF, CFE and Joseph Ammirati, ¢ Suffolk County Women’s Bar Association 42nd
CPA/ABV/CFF Annual Judiciary Installation Dinner
¢ View Playback Here (Sponsors/Attendees)

o Location: The Irish Coffee Pub
Thursday, May 15, 2025
e Queens Bar Association 2025 Annual Dinner
o Location: Terrace On the Park
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MATRIMONIAL
CASE OF

INTEREST Joy v. Joy

Case Background

The parties were divorcing after a marriage spanning decades, during which significant marital assets
were accumulated. The plaintiff presented evidence about the valuation of the defendant’s dental
practice and sought income imputation based on speculative earnings. Defendant contended her
historical earnings and operational limitations were misrepresented, asserting that her diminished
earning capacity was due to physical health issues and market conditions. She also disputed the
valuation of her dental practice, citing outdated equipment, lack of ownership of premises, and
historical earnings well below the plaintiff’s claims.

Key Valuation Issues

e Income Imputation: The plaintiff’s proposed income of $190,000 for the defendant was based
on inadmissible hearsay from internet sources and lay testimony. The defendant’s historical
earnings ranged from $50,000 to $156,000, and she argued her capacity to earn was limited by
health issues.

Dental Practice Valuation: Plaintiff estimated the value of the practice at $220,000 based on

its original purchase price and his "knowledge of the business." Defendant argued this valuation
overlooked critical factors, including outdated equipment, the leased premises, and historical
revenue.

The court determined that plaintiff’s valuation methods lacked reliability and violated standards
requiring expert testimony in asset valuations. The absence of competent evidence for income
imputation and business valuation became central issues.

Court’s Findings and Decision
The Appellate Division reversed prior judgments and vacated the Final Judgment of Divorce (FJOD).
Key findings include:

¢ Income Imputation: The court ruled that plaintiff’'s evidence was inadmissible and insufficient to
support the income imputation, emphasizing the need for expert analysis of earning capacity.

e Dental Practice Valuation: The court determined the valuation was not based on competent
evidence and highlighted the necessity of expert testimony in appraising business interests.

¢ Equitable Relief: The court applied Rule 4:50-1(f), acknowledging the exceptional circumstances
and the inequitable nature of enforcing judgments based on unreliable evidence.
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MATRIMONIAL
CASE OF

INTEREST Joy v. Joy

The case was remanded for further proceedings, allowing the defendant to contest the
claims with appropriate legal and expert support.

Key Takeaways

¢ Reliance on Expert Testimony: Accurate business valuation requires qualified financial experts who
can provide credible evidence. Lay opinions and unsupported estimates are insufficient to meet
judicial standards.

¢ Preparation in Legal Proceedings: Parties must be vigilant in securing competent representation
and presenting comprehensive defenses, especially when asset valuation and income imputation

are at stake.

¢ Equitable Distribution Considerations: Courts must ensure that all statutory factors are analyzed in
dividing marital assets, calculating spousal and child support, and imputing income.

Professionals should regard this decision as a reminder of the high evidentiary bar for proving
financial claims and the risks of relying on speculative or unqualified assessments.

Conclusion

Joy v. Joy highlights critical considerations for attorneys and business
valuation professionals regarding the admissibility of valuation methods
and expert testimony. The decision underscores the importance of using

qualified financial experts to establish accurate business valuations in legal
proceedings, particularly concerning income imputation and asset division.

It serves as a cautionary tale for relying on lay opinions or unsupported

estimates, reminding attorneys of the necessity to present competent
evidence to withstand judicial scrutiny.
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ESTATE TAX

CASE OF Estate of Anne Milner
INTEREST Fields v. Commissioner

Case Background

Anne Milner Fields inherited an oil business and accumulated substantial wealth over decades. In her
later years, her great-nephew Bryan Milner managed her assets under a comprehensive power of
attorney. Shortly before her death, Milner formed AM Fields, LP, contributing approximately $17 million
of Ms. Fields's assets. The estate plan aimed to reduce estate taxes by claiming discounts on her limited
partner interest for lack of control (15%) and lack of marketability (25%). The IRS challenged the estate's
valuation, arguing that the partnership was formed for tax-avoidance purposes and that the full fair
market value of transferred assets should be included in the gross estate under section 2036(a).

Key Business Valuation Issues

¢ Validity of Discounts: The estate claimed significant discounts for lack of control and marketability on
Ms. Fields's limited partner interest. The IRS contested these discounts, arguing that the partnership
lacked a legitimate non-tax purpose.

e Fair Market Value of Assets: The court evaluated the fair market value of the assets contributed to the
partnership, particularly the shares of North Dallas Bank & Trust. The valuation hinged on competing
expert assessments of illiquidity discounts and comparable transactions.

e Section 2036(a) Inclusion: The key issue was whether the assets transferred to the partnership should
be included in the gross estate at their full fair market value due to retained rights and the absence of a
bona fide sale.

Court Findings

The court found that the partnership was created with the primary aim of reducing estate taxes and
lacked substantial non-tax purposes.

As a result:
¢ Section 2036(a) Application: The court held that the assets transferred to AM Fields were
includible in the gross estate at their full fair market value, as Ms. Fields retained rights to income
and enjoyment of the assets.

¢ Valuation of Assets: The court accepted the IRS's expert valuation of the NDBT shares, applying a
5.7% illiquidity discount rather than the estate’s proposed 10%.

¢ Accuracy-Related Penalty: The court imposed a penalty under section 6662(a) and (b)(1) for

negligence, citing the estate's failure to demonstrate reasonable cause or reliance on competent
professional advice. 4/7
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ESTATE TAX

CASE OF Estate of Anne Milner
INTEREST Fields v. Commissioner

Key Takeaways

e Scrutiny of Valuation Discounts: Courts are wary of valuation discounts applied without credible
evidence or legitimate business purposes. Expert testimony must be thoroughly supported by
objective analysis.

¢ Retained Rights Under Section 2036(a): Transfers to family partnerships may be subject to
inclusion in the gross estate if the decedent retains rights or benefits associated with the assets.

e Importance of Documentation: Attorneys and valuators must ensure that estate plans and
valuations are backed by clear, contemporaneous documentation of non-tax purposes and
legitimate business motivations.

e Reliance on Expert Advice: Executors must obtain and document competent professional advice
when preparing estate tax returns to avoid penalties for negligence or disregard of regulations.

Conclusion

The case Estate of Anne Milner Fields v. Comm'r is significant for legal
professionals and valuation experts involved in estate planning and tax
disputes. It underscores the rigorous scrutiny applied by courts in
assessing whether family partnerships and valuation discounts are valid

and supported by credible evidence. The decision provides a critical
framework for attorneys and forensic accountants to present
compelling financial evidence and expert testimony, particularly in
cases involving estate tax liabilities and family partnerships.
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CORPORATE Endless River
CASE OF Technologies, LLC v.
INTEREST TransUnion LLC

Case Background

Endless River Technologies developed the Quote Exchange platform, an innovative marketplace for
trading insurance leads. TransUnion partnered with Endless River under a Development Agreement,
but the partnership deteriorated due to disputes over management and revenue performance. After
termination of the Agreement in 2018, Endless River sought the return of the Quote Exchange’s
source code, claiming it was essential to monetizing the platform.

Endless River alleged that TransUnion’s refusal to return the code caused a lost opportunity to
market the technology. The crux of the valuation issue arose from competing claims about the
platform's worth and whether damages constituted direct or consequential losses.

Key Valuation Issues

e Valuation Methodology: Endless River’s damages expert used the "venture capital approach" to
project the platform's value based on future revenue estimates. However, TransUnion challenged
the methodology, citing speculative assumptions and lack of independent verification of the data.

 Damages Classification: A central issue was whether the losses Endless River claimed were direct
damages linked to the breach or consequential damages barred under the contract. The expert
testimony failed to establish the platform's fair market value as of the termination date.

» Reliability of Inputs: The expert relied heavily on Endless River’s pre-development profit

projections, which were not substantiated by actual market performance, raising questions about
the credibility of the valuation.

The appellate court affirmed the district court’s decision to exclude the expert’s testimony and
vacate the jury's $18.3 million damages award.

I(lg Business Valuators &
Forensic Accountants

Stay Connected! Scan the QR Code to follow us on Social Media.
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CORPORATE Endless River
CASE OF Technologies, LLC v.

INTEREST TransUnion LLC

Court Findings

¢ Relevance of Expert Testimony: The expert failed to calculate damages as of the breach date (April
2,2018), instead using projections that were irrelevant to the case timeline.

* Reliability of Methodology: The expert’s reliance on speculative data and unsupported assumptions
rendered his analysis unreliable under the Daubert standards.

¢ Failure to Prove Damages: The absence of credible evidence on the platform’s value as of the breach
date barred Endless River’s recovery, reinforcing the principle that damages must be grounded in
reliable and relevant evidence.

Key Takeaways

¢ Expert Testimony Standards: Attorneys and valuators must ensure that expert analyses are rigorous,
reliable, and tied directly to the facts of the case. Unsupported projections undermine credibility and
admissibility.

e Contractual Limitations on Damages: Clear contractual clauses barring consequential damages
necessitate careful classification of losses in litigation.

¢ Reliable Valuation Inputs: Forensic accountants and valuation experts must base their calculations on
substantiated data rather than speculative projections, particularly in litigation involving intellectual
property and business valuation.

Importance

This case serves as a pivotal precedent for attorneys and valuation experts, particularly in breach-of-
contract disputes involving intellectual property and valuation methodologies. It highlights the critical
role of expert testimony in establishing damages and the evidentiary standards required to prove
such claims. The decision underscores the necessity of rigor in expert analyses and reliable datain
projecting financial outcomes, which can make or break a case relying on business valuation and
forensic accounting.

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.
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