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• Karolina Calhoun is a Vice President at Mercer Capital, a national business valuation and financial advisory firm 

headquartered in Memphis, TN.
• Ms. Calhoun has been involved with hundreds of valuation and litigation support engagements in a diverse range of 

industries on local, national and international levels. Prior to joining Mercer Capital, Karolina was a Senior Auditor at 
EY Memphis in their Audit and Assurance Services practice.

• As a member of Mercer Capital's Litigation Group, she provides valuation and forensics services for family law, gift 
& estate planning, commercial litigation, transactions (M&A), and further matters related to privately held 
businesses, dissenting shareholders, intellectual property, personal goodwill, etc. With her forensics accreditation, 
she provides economic and financial damages studies, asset tracing, lost profits, and lifestyle analysis.

• Karolina also provides financial reporting and valuation analyses related to mergers & acquisitions, intangible 
assets, private equity portfolio companies, contractual agreements, and complex capital structures. She has 
experience in valuing a wide variety of intangible assets such as patents, customer lists, trademarks, and contracts. 
These engagements have been conducted for the purposes of mergers and acquisitions, buyouts, financial 
reporting, estate and gift taxes, allocation of purchase price, litigation support, shareholder dissent, buy-sell 
agreements, dissolutions, financing, and business planning.

• Email: calhounk@mercercapital.com
• Phone: 901-685-2120
• LinkedIn: www.linkedin.com/in/karolinacalhoun-cpa-abv-cff/
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What We’ll Cover Today
• Roles of the Financial Professional in Family Law : 

Forensic and Valuation Services

• Overview of Lifestyle Analysis

• Factors considered for spousal support

• Further investigative tools

• Sources of financial information

• Lifestyle / Pay & Need Analysis Case Study
• Components and stages of the lifestyle analysis
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Divorce trial 'lifestyle analysis': 

Ex-wife needs $5 million a year
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“With multiple homes, a full-time private 

chef, vacations, entertainment, and $746 

for pet care, Alicia Stephenson needs more 

than $400,000 a month to her living 

expense, according to testimony from a 

financial expert who specializes in 

divorces…. 

she completed a “lifestyle analysis” to 

determine that Stephenson would need 

$433,991 “net” in monthly maintenance to 

keep a standard of living similar to what 

she had during her marriage…” 



Roles of the Financial 
Professional in Family Law
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Roles of the Financial Professional in Family Law
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Overview, Factors to 
Consider, Sources for 
Information
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Lifestyle Analysis Introduction
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• A lifestyle analysis is an analysis of each party’s income and 
expenses and is used in the divorce process to demonstrate the 
standard of living during the marriage and to determine the living 
expenses and spending habits of each spouse. 

• A lifestyle analysis is typically a more in-depth analysis than the 
financial affidavits required in the divorce process and is prepared by 
a forensic accountant. 

• The details in the analysis serve as verification of the net worth and 
income and expense statements submitted by both spouses, and  can 
help a judge determine the equitable distribution of marital assets as 
well as alimony needs.



Considerations
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• Day-to-day living expenses / monthly budget during marriage
• Spending habits of both husband and wife

• Standard of Living
• Reasonability of monthly budget after divorce

• Accustomed Standard of Living
• Sources of income(s) for both husband and wife
• Others:

• Child Support
• Alimony deductions, child tax credit, and other tax situations
• Duration of marriage
• Age, health and vocational ability of each spouse
• Life expectancy for each spouse

Careful consideration must be given to these factors in determining historical 
lifestyle (standard of living) as well as reasonable need into the future.



Lifestyle Analysis / Pay & Need Analysis
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• The Lifestyle Analysis pulls together all considerations and 
provides a visual of sources of income and expenses over 
the remaining life expectancy.

• The analysis illustrates:
• Aggregate sources of income(s) 

• Expenses over time (assumptions can adjust 
expenses, for example, when a home mortgage is 
paid off)

• What funds are actually required to maintain standard 
of living, otherwise, to fund expenses

• Net Worth at a Point in Time 
• Net Worth Accumulation Over Time
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Factors Considered When Determining Spousal 
Support: 

1. The relative earning capacity, obligations, needs, and 
financial resources of each party, including income from 
pension, profit sharing or retirement plans and all other 
sources;

• Tennessee Code Ann. § 36-5-121(i).Although each of 
these factors must be considered when relevant to the 
parties’ circumstances, “the two that are considered 
the most important are the disadvantaged spouse’s 
need and the obligor spouse’s ability to pay.”

Hence arises the “Pay & Need Analysis” 

36-5-121 - Decree for support of spouse (Tennessee)



Factors Continued

2018 Forensic & Valuation Services Conference

2. The relative education and training of each party, the ability 
and opportunity of each party to secure such education and 
training, and the necessity of a party to secure further 
education and training to improve such party's earnings 
capacity to a reasonable level; may require a vocational 
expert or reliance on attorney 

3. The duration of the marriage;

4. The age and mental condition of each party;

5. The physical condition of each party, including, but not limited 
to, physical disability or incapacity due to a chronic debilitating 
disease;



6. The extent to which it would be undesirable for a party to seek 
employment outside the home, because such party will be 
custodian of a minor child of the marriage;

7. The separate assets of each party, both real and personal, 
tangible and intangible;

Factors Continued
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8. The provisions made 
with regard to the 
marital property, as 
defined in § 36-4-121;

9. The standard of living 
of the parties 
established during the 
marriage;



Factors Continued
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10. The extent to which each party has made such tangible and 
intangible contributions to the marriage as monetary and 
homemaker contributions, and tangible and intangible 
contributions by a party to the education, training or increased 
earning power of the other party;

11. The relative fault of the parties, in cases where the court, in its 
discretion, deems it appropriate to do so; and

12. Such other factors, including the tax consequences to each 
party, as are necessary to consider the equities between the 
parties.



Further Investigative Purposes: 

The forensic accountant may utilize the Lifestyle 
Analysis to: 

(a) estimate living expenses based on 
historical spending habits in determining 
spousal support; 
(b) establish the “true income” of a spouse 
who is suspected of perpetrating fraud; and 
(c) determine any possible hidden assets, or 
dissipation of marital assets.
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Sources of Financial Information
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• Tax Returns;

• Brokerage accounts;

• Retirement, pension 
accounts;

• Bank, debit card, credit 
card statements;

• Personal Financial 
Statements;

• Loan applications;

• Insurance policies (cash 
surrender value)

• Mortgage statements;

• Trusts, wills;

• Deeds to home, 
vehicles, motorboats, 
etc;

• Annuity, stock 
certificates, deposit box;

• Appraisals of tangible 
items (artwork, 
collectables, etc)., 
among others.



Case Study
Falcon v Falcon
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Falcon v Falcon: Fact Pattern
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• Husband executive of successful private company 

• High income earner with compensation in form of 

salary and annual bonus

• Wife is a marketing manager with a full-time salary

• Accustomed “nice” standard of living 

• Both parties 55 years old

• 30 year marriage

• Two adult children, both out of college and no longer 

dependents for tax-purposes

• Wife hired us

• Wife & Husband affirmed comparable expenses/budget 

• Wife hired us to assist in spousal support to prove 

historical lifestyle and need for alimony

• Wife also is not sure that the settlement offer will 

accommodate her through her retirement
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Comparison of Individual Earnings
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Many couples file 
married filing jointly, 
but, for this exercise, it 
is helpful to analyze 
each person’s historical 
earnings.

Sometimes average 
salary is appropriate, 
other times the most 
recent earnings is the 
more appropriate 
indication of earnings 
capacity. 



• Expenses are on an after-tax basis. 
Obtain historical statements, invoices, 
etc. and estimate anticipated future 
expense.

Alimony and salary, in our analysis, is 
on a pre-tax, gross basis. 

- Estimate taxes due on alimony & 
salary to calculate an implied    
surplus or deficit.
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All components of the 
lifestyle, collectively on 
an annual basis, for the 
remaining expected life
1) Sources of income 

(including alimony)
2) Deductions (for 

estimating taxes)
3) Net disposable cash 

(after-taxes)

4) Personal living 
expenses

5) The calculation of 
annual surplus or 
deficit BASED ON 
ASSUMPTIONS

The model is sensitive to 
any changes.
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• This example assumes employer 
has a 401k plan. 

• Consider if there is an 
employer match; if so, that 
would increase contribution, 
column B.

• Distributions are used to fund 
expenses and in this example, 
almost entirely deplete the 
account.

• Consideration must be given if the 
plans Roth IRA, as these are only 
taxed on the gain.
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• Assess risk tolerance of the 

individual

• Conservative approach used 

in example (4% average 

percentage return). However, 

if more information is 

available, use an asset 

allocation weighted approach 

and use real time market 

yield rates. 
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All components of the 
lifestyle, collectively, on 
an annual basis, for the 
remaining expected life
1) Sources of income
2) Deductions including 

alimony (for 
estimating taxes)

3) Net disposable cash 
(after-taxes)

4) Personal living 
expenses

5) The calculation of 
annual surplus or 
deficit BASED ON 
ASSUMPTIONS

The model is sensitive to 
any changes.
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• Remaining expected life is 
shorter, per the Social Security 
Administration, for male.

• As such, distributions could 
exceed our estimate to deplete 
the balance, however, the model 
estimates distributions based on 
what is need to cover expenses, 
and balance remains at the end 
of the expected life period.
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• Assess risk tolerance of the 
individual.

• In theory, the higher the 
earnings, the more risky. In 
this case, Husband earns 
exponentially more and could 
take on more risk, and more 
average returns.

• To be conservative AND 
consistent, % returns is 
set equal for both parties.
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These analyses allow us 
to review, in relative 
terms, the ability to pay 
and the need of each 
spouse and to illustrate 
the equitable or non-
equitable distribution of 
gross earnings.

This allows us to compare 
on relative terms not just 

dollar amounts.
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These analyses allow us 
to review, in relative 
terms, the ability to pay 
and the need of each 
spouse and to illustrate 
the equitable or non-
equitable distribution of 
disposable cash.

This allows us to compare 
on relative terms not just 

dollar amounts.



Net Worth at Date of Divorce 
and Expected Date of Death
(excludes separate assets on marital balance sheet)
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Net Worth Accumulation 
(excludes separate assets on marital balance sheet)
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No Case is Just Like the Previous
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• Earnings capacity –
• Actual earnings or need for vocational expert?

• Various retirement plans (qualified, non-qualified, 
Roth vs Traditional, pensions)

• Child support, child tax credit, who claims the 
dependent children

• Alimony requested by client & attorney
• Lump Sum or Equal future payments?

• Annual return on investments?



No Case is Just Like the Previous
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• Real estate - capital gains
• Multiple homes

• Capital gains, timing and who claims?
• Business ownership

• Personal Goodwill?

• Active/Passive?
• Balancing Payment/Equalization payment to balance the 

marital division of assets
• Separate & Inherited assets 

• Retirement plans, homes, cash/investment accounts

• “Source of income” for pay ability and need 
considerations?



Additional Potential Complexities
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• Deferred compensation: 
• Restricted stock, stock options

• % vested and % non-vested at time of marriage
• Election 83(b)

• Tax equalization bonus 
• Short-time incentive plans (annual bonus)
• Long-term incentive plans

• Defined contribution and defined benefit retirement plans
• Qualified and non-qualified
• IRS pension limits for qualified contributions



Questions?



Thank you


