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Ar'b'itrary Asset'

' MarketValué

"Doesn’t Figure

In Division of

A Business for

Divorcing Pair
By Fred Sliberberg

alfornia is oe of nine states

that abide by the community
property system, derived
Spanish civil law. In Calidornia,

Califocnia is up for grabs, which
makes for unfair divorce judgments
for both parties.

For the most part, separate prop-
erty is something one has bdore

_ marriage or receives during the
course of the masriage by gift or
inheritance absent a prenuptial
agreement. The presumption in

—
favor of community property is so = g
strong, , that even in cases =
where aparty owned an asset _— = —=
before marriage, that assctm NG ==
become “mixed” property, having = == =
community and separate compo- = ~
nents. The best exampie of thisis 2
business started before marriage
that increases in value during the e e e
course of the marriage. In a
divorce, the valuation of this asset -
amﬁsupam.candmmmum
mpowtsmusbc
Cah!ormahmi!thasc:.
ticu siness assets, is time that the business owner bids, ed hxrly and 3pouscs should  based on that asset’s market valve,
problematic. There are 1o frue  socking to buy back bis oc ber own of having sup The family residence is a dassic
e & be vaked. - There are pumer- asset, many times for much more mumxhw@mm example. If one spouse wants to
ous 1o vahation, and in ﬂma‘wﬂﬁngbwyuwouldpaya opmcoxofhnorbcrbumﬂaw- keep the house, we determine its
a divorce trial where business willing seller,” as your law school  ever, it secms inappropriate that fair market value Jess any encum
assets are invalved, expert wiiess:  CONEACHS P doubtedly  these vab may bear no rela- mdﬂ"zmu who wadts
€s testify for haurs upon hours  PLOS/P _ tonship lo the value of the assetin 10 kecp # Duys bmws
regarding how they value a busi ake, for example, something  the open market equity interest. There reason
ness and which approach is the fedr and dear to us all, 2 bw prac- ‘mcbihrcmus:d;eopmnw that this same principle shouldat
pmpa'oncmmcndu: tice. Some lawyers spend many ket as the benchumark of vak s applyd
years working hard to develop their  antithetical 1o our capitalist princi- .
‘I‘bamsonccsmmtynmcmn- practices. Nonetheless, the possibl-  ples. The fact that businesses are he absurdity of this stuation
text of evaluating a business assetin ity of hiring a business broker to  valued in 2 vacuum, with no real is even more 2pparent when
a divorce, The walue that ¢l such & practice and reafizing  relationship to wiat they are warth, yoa coosider that, f an intact
3 Sardbed 10 the asset usually has 307 kind of a decent return is sfim  is truly incquitsbic. The determinz married couple decides to sell 2
0 relation whatsocver to the achual tuuonc.Yet.wbm'lcqm&ncm boaohnasefuﬂuebyvhat :‘cm""gﬁmﬁm
value of the business in the get divorced, the practice suddenly  would bring in the open market is 2 ““‘mk‘t i e ";” .
mﬁihhﬂ.&ﬂ@m%@ substantial value. California aw  fundamental preamise of our eco-  [E3508 ﬂr;t'l ucwlmmn ’° 3 -
tion 822 preciudes the introduction €V provides that the accounts  nomic system. In any other context, gigoe. Thi ot ﬁ
of an offer to purchase into evi receivable of a business, such as a  this method is used to determine erently. sﬁ:sy s and
taw fim, are to be valued and divid- © the value of just about anything. mmpmm!e‘ to have no reke
As 2 divarce lawyer, 1 frequently ed between the parties as well, and  Before you sell your house, you W“nbwm
trymcxplmnﬁoacﬁaﬂdﬁaﬂhe this is sometimes done in addition  check out comparable homes in
wmbephcedouh,subamg. to determining the value of the busi- ymrmhddmmnewhatsaﬁr
pess. Normally, the response is,  Dess for divorce purposes. selling price. Before you sell your
“Well, that woa' be too much of a _ Clearly, the policy of the law here cz.youlookadxcnksdsmﬂx
p—oblun.lemldn‘tsdtﬁxmd\ is to maximize valuation in order to  vehidles. The fadure to apply these
because there's o market for it reward the other spouse for the nmcb&cprmqiumddcrmm—
Most people don’t realize that, dt«tspammﬁle&adurmgﬂt ing the value of ¥ busmcss ina
when they go through a divorce, marriage, particularly where the divorceisan
suddenly there is 2 market for spouse who operates the business 1t is even more puzzding that, in a
everything. It is a rather snusual  will coatinue to do so into the divorce, the determination of the
market, for it's probably the only  futire. Such assets should be divid- value of just about any other asset is
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