
























promissory note is as follows: 

5. lIutomobi!2E-GlD,d Veh tcles. 

are basically three methods of evaluating 
automobiles and other vehicles. are as follows: 

a. Retail blue book or window sticker pdc'e. 'l'his 
method of valuation produces an unrealistic value of the 
asset. Retail blue book or window sticker price or the 
advertised price of the same or similar vehicle in a 
newspaper is merely "a dream" on the part of the seller that 
may be realized in the event he does find a willing buyer. 

b. The wholesale blue book value. Use of the wholesale 
blue book normally produces a more accurate value of the 
automobile. It is important to note, however, that the value 
of a particular vehicle may fluctuate substantially from week 
to week or month to month in comparison to the listed 
wholesale blue book price. This can be due to many economic 
factors including, but not limited to, the price of gasoline 
and the availability of similar model cars in that particular 
locale. 

c. 'l'he actual wholesale value. '.l'his is defined as the 
wholesale blue book price to be adjusted by the market 
conditions and the actual sales of the particular model 
vehicle similarly equipped and the geographic area where the 
automobile might be sold. In order to get an accurate 
read ing of the val ue of a par ticular model vehicle, it mus t 
be appraised by a competent automobile appraiser. {-Ie must 
take into account all of the conditions described above, plus 
physically inspect the vehicle and determine its condition. 
Wholesale blue book is based upon an automobile needing no 
repairs. The costs of repair must be deducted from the blue 
book. 

6. Retirement Plans 

Retirement benefits constitute one of the lat:g(;lflt a§fletJo 
in a dissolution. For many years they were looked upon with 
mystery by attorneys and were often completely neglected. To 
do so today wOllld bo malpr.<lcl:ice. 'I'heraf:ore, a working 
/llwwlcd<J<Jo/' n'tinJllwnt be'l'Iofit P,L/Jlll) if.> (HlU<Jnti,il 1:0 tlio 
domestic relations attorney. 

11 "vested" pension right is one which is not subject to 
a condition of forfeiture if the employment relationship 
terminates before retirement. By contrast" a "non-vested" 
right in a pension plan is one whiCh 'is subject to 
termination or forfeiture if the employment relationship ends 
prior to becoming vested. 'l'he issue of whether non-vested 
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rights were community property was decided in Van ~oan v. Van 
[,0.1'10, 116 Ariz. 272, 569 P.2d 214 (1977). The Van Lean 
decisien accepted the rationale ef the histeric Brewn 
decision in California. [In re Marriage of Brown, 126 Cal. 
Hptr. 633, 15 Cal. 3d 838,544 P.2d 561 (1976»). Both the 
III' i ZUlld .11"1<1 (:.11 i /'orlli<'1 cuurts now agroo that non-vL'f;\:od 
rights are net mere expectancies but are preperty rights 
which are subject to community .. property laws and which must 
be valued and divided in a dissolution act'ion. Thus, both 
vested and nen-vested rights must be valued. Thej are beth 
treated as cemmunity property although the factors which make 
a nen-vested interest subject to ferfeiture (usually 
centinued empleyment for a number of years) :must be factered 
inte the determinatien .of value. 

The ceurts have wrestled for years with the questien of 
valuatien .of retirement benefits. rer example, in Tester v. 
Tester, 123 Ariz. 41, 597 P.2d 194 (1979 App.), the ceurt 
proclaimed that the value of retirement benefits sheuld be 
the actuarial current value of the cemmunity interest in the 
benefit. That was a noble statement but on a practical basis 
the question remains how dees ene appreach the myr iad ef 
retirement plans to value them. rirst, the practitioner 
needs te be familiar with the different types of plans as 
that typically governs the appreach to valuatien. 

Basically, there are defined centribution plans and 
defined benefit plans. 

A. Defined Centribution Plans. 

These plans include profit-sharing, stock bonus, 
money-purchase and target benefit plans. The plans specify 
the contribution that can be made on a periedic basis to. the 
plan whether .or net made by the empleyer or the employee. 
The contribution is not necessarily defined in terms of a 
dollar amount but can be defined based upon a formula. mach 
employee has a separate account in a defined contribution 
plan and the trustee renders periodic account statements 
showing the balance in each account. Hewever, the empleyee 
cannet determine what the future benefi t will be upon 
retirement as that will in part be determined by the growth 
.of the plan and the profits or lesses en the invested 
capital. 

'!'heV<lllI0()f <'1 l)of.iU()ct Colltl!ibuti.on .Pl(ln. is. a . fair 
.fl\arkeCv:alu~~.oftheemployee 'saccount on any given da te. 
There is no particular .or premised amount of menthly benefit 
that will inur.e to. the employee upon retirement. This plan 
may be comparedte3s(jvirl'ilsaccountunless the,cent,r ibutions. 
l:!qye pee.11 jnvested in real preperty. In this event, it is 
neQ~ssar.y.teapPuli'le th.e proPerty .. t.o Hnd '.out the present 
fair lTlarket .. yqll1c;l~ 
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, . 
If it has been ascertained that the penslon' plan is a 

Defined Contribution Plan, the following factors should be 
considered in evaluating the plan: 

i. Find out the total amount of contributions. 

l-!. AnClJ.y:w what investments have been made with the 
contributions. 

iii. Appraise <lny real property to find out· the f<lir 
market v<llue. Note that especially with real property, the 
true value may be significantly different than that carried 
on in the books • 

. ~~.~., .. E(3.H!!,(3~.13 (3E~!,!.l:.J:±<l.£l.s.! 
A defined benefit plan is a pension plan where the 

contributions are determined on the basis of what is 
necessary to attain a given level of retirement benefit. 
There are no individual accounts. A defined benefit plan 
requires the expert to look to the future benefit and 
determine what the present value of that benefit would be 
given actuarial computations. Therefore, if you wish to 
determine the present value of the plan, a defined 
contribution plan is preferred over the defined benefit plan 
for that purpose. 

Under the defined benefit plan, the monthly amount to be 
received upon retirement is fixed by an employer-drafted
and-managed plan, and the future monthly amount of deferred 
retirement fay is known to the employee during the entire 
course of h s or her employment (although subject to change 
over time). lJ:h,t§,.n.eceJ!§aryt&.hJre .. <mactUg!:y . .toeYl'lJlJl'lte 
.the .... de.Une~LQel)eJLt .. 121~lli an accountant is not qualified to 
testify on the variables involved. 

Until recently a major debate centered around the method 
of division of retirement benefits. Typically, the employee 
spouse argued for the "reserved jurisdiction method" wherein 
the court would determine the formula to divide the 
retirement benefits which would then be applied upon the 
commencement of the payment of benefits. The reason the 
employee spouse preferred that method is tht the value of the 
retirement benefits Wl'lS then' not added to the l'lssets thl'lt 
were being divided at the time of trial. 'I'hus, if retirement 
bOlwfJtH were not pclY(lbJo i'or 15 11101:0 yelll'l), tile employee 
spouse did not have to worry about ~ayment until then. The 
employee spouse would still receive his or her one-half (1/2) 
of the other community proeprty and not have deducted from 
his or her share to be divided at trial an amount equal to 
the retirement benefits. However, this ca,used difficulty 
because often the employee spouse Wl'lS able to avoid the 
payment of retirement benefits by subterfuge or other means. 
The courts were continually involved in monitoring retirement 
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benefits and the employee spouse could defeat an ~x-spouse's 
community interest in the retirement benefits by changing 
enlj)loyment or other spiteful tactics. 

The other method most commonly utilized was the "present 
t'iwh vnllw" method. 'I'here thc· court determine!) the comnlllTlity 
iIlLeL'ec;t in tile jJenslon and ca.j.cui<ltos the lnosent cash value 
of that interest. The court then. awards to the employee 
spouse the asset valuing it at·. the· full community interest 
val ue reduced \:0 present value. Non-employee. spouses 
frequently loved this method because they would then receive 
a much greater share of the other community assets and would 
not have to wait for long periods to secure .their equivalent 
value in the retirement benefit. . 

As indicated, this was a perpetual debate. However, in 
the most significant retirement benefits decision in many 
years, the Arizona Supreme court decided in Johnson v. 
Johnson, 131 Ariz. 38, 638 P.2d 705 (1981), that the present 
cash value method was preferred. 

Johnson did not dec ide tha t the cour ts could never use 
the reserved jurisdiction method but indicated its clear 
preference for the present cash value method. Specifically, 
the court stated: 

"It is our view that the present cash 
value method is preferred if the pension 
rights can be valued accurately and if 
the marital estate includes sufficient 
equivalent property to satisfy the claim 
of the non-employee spouse without undue 
hardship to the employee spouse." 

Johnson v. Johnson concerned a defined contribution 
plan. The par ties had been mart ied for 15 year s and the 
husband, who was a lawyer, had approximately $72,000.00 in 
his account. The retirement would not normally occur until 
at least 15 years from the date of the dissolution trial. 
The trial court discounted the value of the retirement 
benefits for a periOd ot 22 years which waS the date when the 
husband would have reached the age of 65. 

If the court would have adopted the reserved 
jurisdiction method, there would have been no need to value 
the retirement benefits. The court would have determined the 
appropriate tormu!a based upon the', number of years ot the 
marriage as contrasted with the number of years that the 
husband had been employed under the plan to the date of 
retirement. However, since the court stated a preference for 
the present cash value method, the court had to continue to 
give guidelines to the trial court for valuing the asset. 

The court noted that various actuarial calculations are 
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frequently used to discount the present value of: retirement 
benefits to reflect contingencies affecting the eventual 
beneHts. 'rhe discounts most frequently applied are those 
for mortality, interest, probability of vesting and 
probability of continued employment. However, not all of the 
fn"tors arc applicable 1n cilch CBBO. 

In Johnson the rights were vested. The cour t did no t, 
therefore, discount for mortality or probability of vesting. 
One of the more interesting aspects of Johnson is. that the 
court disapproved of an interest discount. The rationale was 
that the funds in the plan would themselves be earning 
interest. Apparently, the court did not believe that the 
fact that the monies would not be paid for a number of years 
was sufficient enough reason to discount to present value. 
The court specifically stated " ••• the value of a defined 
contribution plan, such as that of appellee, is the present 
amount cred i ted to the accoun t." 

Al so, the Johnson decision rej ec ted the argumen t tha t 
future tax effects upon distr ibution should be considered. 
The court was persuaded by In re Marriage of Marx, 97 Cal. 
App. 3d 552, 159 Cal. Rptr. 215 (1979), that tax consequences 
should be ignored because they are speculative in nature. 
Clearly, Johnson v. Johnson was a black day for employee 
spouses under defined contribution plans. Not only does the 
employee spouse bear the risk of compensating the spouse for 
rights which may never mature, that is, be paid, but the 
value of the asset is determined to be the actual amount in 
the employee's account at the date of dissolution despite the 
fact that it may not be paid for 15, 20 or more years. To 
add insult to injury, a deduction from the present value 
cannot be made to give recogni tion to the ul t ima te tax tha t 
will be paid. 

The Johnson decision does not discuss defined benefit 
plans in detail. However, it recognizes that in valuing a 
defined benefit plan actuarial computations are essential. 
The actuary must have certain information before proceeding. 
The attorney can help by supplying copies of the most recent 
benefit statements, salary history data, a copy of the plan 
or a description of its benefits as well as personal 
information concerning both spouses to include their birth 
dates, when they were married, the date of employment and 
salary for the employee spouse. 

Armed with thJ.B data, the act'uary thon determines the 
present cash value of the benefits on a year-by-year basis 
taking into account the mortality tables and the likelihood 
that the employee spouse will survive in each of the years 
following his retirement until the benefits on an actuar ial 
basis would be de minimus based upon mortality tables. The 
typical arguments in this area concern the ~pplicability of 
different discount factors and often the amount of discount 
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, 
applied for each factor. Keep in mind that the're is much 
subjectivity in many of the actuary's assumptions. All of 
this subjectivity is an acceptable area for 
cross-examination. 

'J'he [o.l.lowin'.l may be U'-letul in gaining insight into the 
valuation of retirement benefitsl , Volume II, Number One 
l;'amily Advocate (ABA Family Law-,Section), page 37; Community 
Property Journal, Winter 1978, page 57; November 1980 
California State Bar Journal, page 464; Community Property 
Journal, Summer 1978, page 179/ 50 L.A. Bull 229; 94 A.L.R. 
3d, 1976. 

SUMMARY 

There are many assets that can be valued without the 
assistance of an expert. However, when the attorney feels 
the least bit unsure of his position, the time to call upon 
an expert is at hand. No asset should be disregarded merely 
because of difficulty of valuation. There are people who can 
help and more often than not, the price of the expert is cost 
effective in securing the community interest in the asset. 
In the event that the client does not have funds for the 
expert, the attorney should consider filing a motion for the 
advancement of costs from the spouse to retain the services 
of an expert. If the funds are simply not aV<lilab1e, the 
attorney should document the advice to the client to secure 
the services of an attorney. There are a number of cases 
alleging malpractice against an attorney who waS caught in 
this predicament and did not carefully document the advice. 

7. Life Insurance 

At the outset, it is necessary to determine the nature 
of the insurance contract. In former days, it was easier to 
distinguish between term insurance and whole life. Term 
insurance simply expired at the expiration of the term and 
had no economic value. It was only of value in that it 
insured against the event of death. Whole life insurance 
combined elements of an investment with pure insurance 
against the risk of death. Presently there are hybrid 
policies which have been developed in the more competitive 
atmosphere now found in the insurance industry. Despite what 
the policy is called, it must be read. If doubt ex ists, it 
must be shown to an expert to determine if the policy has any 
000110111 iu Vi'll uu , \ 

In read ing the pol icy, do not believe everything you 
read. L'or example, the.e may have been endorsements 
sUbsequen t to the issuance of the policy which change its 
eco~omic val ue. For example, a loan !liar ,have been ta ken 
agatnst its value. Another possibtl ty concerns the 
non-payment of premiums and the use of cash surrender value 
to keep the policy in force. The best source of information 
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conce(ning the policy's cunent status is the, insurance 
company i tseH. The company may be reI uctant to give thi s 
information unless the party requesting it is an owner. It 
may be necessary to subpoena the information. Seek at a 
minimum to confirm the type of policy, its face value, the 
names of the owner or owne(s as well as that of the current 
1)l'lwfil'iaries. 11180, asl\ for the cush surrender Villue IlS of 
the current date and the loan value of the policy together 
with its loan history. You should 'also inquire as to past 
and current dividends, if any, and the amount and status of 
the premium payments. Although unlikely, there may have been 
premiums paid in advance which may be a community asset. As 
with any asset, if the attorney is uncertai~ how to proceed, 
the best course of action is to call an expert. Fortunately, 
in the area of insurance, there are any number of insurance 
agents and brokers who are more than willing to review 
policies. 

Be careful to distinguish rights to in sur ance proceed s 
from present economic val ue. For example, a spouse who 
retains the right to be a beneficiary of all or part of the 
death benefit proceeds has not received a share of the 
community property unless there is also an accounting for the 
present economic value of the policy. In fact, a spouse may 
do better given the drastic reductions in cost for term 
insurance by taking his or her community interest in the 
present value of the insurance policy and purchasing term 
insurance on the life of the other spouse (assuming that 
there will remain an insurable interest). 

B. Annuities 

An annuity provides income during the lifetime of the 
annuitant although it may provide for survivorship benefits 
and it may be payable during more than one lifetime. There 
are various types which are grouped into several categories. 
An annuity certain provides for payment for a specified 
number of years. A refund annuity only guarantees the return 
of the premium or purchase pr ice. The var ious types of 
policies include: 1. Single premium immediate annuity which 
is purchased with a lump-sum payment wherein the payments 
commence immediately; 2. Single and annual premium deferred 
annuities where premiums are paid either in one lump sum or 
at regular intervals and the payments to the annuitant 
commence in the future; 3. Joint and survivorship annuities 
whlch typilHllly provide for. np0cI ['1('(1 paYllwntfJ continuing for 
tile survivor or tile two bC:lIlenl'i<lrie:sj I). Hetirclllont income 
annuities which guarantee a fixed monthly amount upon 
attainment of a retirement age usually coupled with an 
agreement to rcpay a specified percentage of the total 
premiums paid (usually used with a retirement plan); and 
5. Non-commercial or private annuities where in an annui tan t 
transfers assets to another person, often a' family member, 
who agrees in return to pay a certain amount per month or 
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year during the lifetime of the annuitant. 

'rhe present economic value of any annuity can only be 
determined by a competent actuary since the issue of 
valuation is inextricably tied to life expectancy. Further, 
i l- is essential t.o deter.mine the present value of tilose 
paYlilents to be received in the future. Actuaries are 
uniquely qualified to make these, judgment calls. 

Although actuaries depend on statistical and· economic 
data, they make many subjective determinations in their work. 
For this reason, it is essential to inquire into the 
actuary's assumptions to determine if they ~re supportable. 
'l'he November 1980 issue of the California State Bar Journal 
at page 464 discusses the professional qualifications of 
appraisers and may be of help in evaluating the appraiser 
before you trust the appraiser to value your client's assets. 

Although it is essential for an expert to be retained to 
value an annuity, any of the major series on taxation such as 
BNA's or CCH's will contain all of the lRS regulations on 
valuing annuities for purposes of federal and state income, 
estate and gift taxes. 'l'hose sources are a handy starting 
point. Foosander, 'l'axation of Life Insurance and Annuities 
published by Callaghan & Company, although somewha t da ted, 
contains relatively concise information on the valuation of 
annuities for tax purposes. 

9. Stocks & Bonds 

Publicly traded stocks and bonds can be dealt with 
easily. 'l'he Wall Street Journal contains a daily listing of 
the previous day's sales information. Because of the 
volatile nature of many securities, it is essential to update 
this information immediately prior to trial. Even if a value 
has been set forth in a pretrial statement, be certain to 
check the most recent prices before presenting evidence to 
the court. 'l'he Wall Street Journal contains not only pr ices 
for securities on the New York and American Stock Exchanges, 
but also in the over-the-counter market. Figures are also 
given for certain foreign markets as well as options on all 
of the options exchanges, future prices for commodities, 
mutual fund prices and miscellaneous government agency 
securi ties. 'l'hus, if the stock is traded, there should be 
minimal difficulty In securing the value. Ono thing to 
COllfJi.d(;H~ lu til() coot or u((le, YOlll.' ~el iont'u IJrolH~r l!~'n lJivo 
you information concerning the broke'rage commission which is 
usually based upon the number of shares sold and the pr ice 
per share. 'I'his will be par ticularly relevan t where it 
appears likely that the asset must be sold in order to 
equali~e the payments between the spouses. One other aspect 
tha t may govern the val ue of sec uri ties is tha t of the 
capital gains on the transaction. Although courts often take 
a dim view of future tax liabilities, it is often because the 
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tax is speculative and will only come into pl~y in the 
distant future. However, where an asset must be sold 
relatively quickly, those arguments are less pursuasive. 
Several cases which discuss tax liability include: Weinberg 
v. Weinberg, 67 Cal. 2d 557, 63 Cal. Rptr. 13, 432 P.2d 709 
(1967); Tn ro Mar.riaqc of l;'o.nfltein, 13.1. Cal. Hptr. 073, 552 
r.2el 1.1.69 (1976) and Goldstein v. Goldstein, 120 Ariz. 23, 
503 P.2d 1343 (1978). 

'l'he valuation of closely held businesses and good will 
is discussed elsewhere in these materials. An equally 
troublesome asset to value is stock in a more widely held but 
not publicly traded corporation. The problem is often that 
there is no market for the shares and the number of shares 
held by the parties may not justify the expense of a complete 
appraisal. When faced with this problem, the attorney must 
be creative. Look at the financial statements prepared by 
the parties over the years. These will no doubt reflect a 
value for the shares. Do not rely solely upon the financial 
statements delivered pursuant to your Request for Production. 
For var ious reasons, these may be understa ted. Of ten a 
fruitful palce to search for admissions against interest is 
in financial statements given to banks in connection with 
loan appl ications or in per iod ic rev iews of the spouse's 
financial cond i tion in connect ion with cred i t lines. The 
parties may have also given financial statements to lenders 
in connection with purchi;lses of real estate. Most parties 
don I t keep these documents and it is often necessary to 
subpoena them. It may well be worth the time and expense. 

Another source of information concerning the value of 
shares in non-publicly traded companies may be other 
shareholders. Despite the fact that shares may not be traded 
often, they may be traded on a limited basis. Look to the 
shareholder list to determine who the most recent 
shareholders are and find out what they paid for their 
shares. The corporation may have repurchased shares which 
are now treasury shares. The minutes of' Board of Directors 
meetings will reflect the purchase price paid. However, be 
wary of the amounts paid for stock pursuant to stock option 
plans. Those will usually not reflect the true value of the 
corporation. In utilizing these sources, it is essential 
that you determine the number of outstanding shares as of the 
date of t.he transactions in order to determine the total 
value of the company from the price for a limited number of 
fJII<I(OfJ. 'l'lw l'or:eyol.ny (lppro<I<l1i silqulel only bu utili:teel if 
the party's interest in the corporation is minimal. If there 
is any indication that the interest is substantial, the 
expense of hiring appraisers may well be justified. Whether 
you utilize business appraisers, certified financial 
analysts, certified public accounts or others will depend in 
part upon the nature of the business and !many subjective 
factors. 
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Tax shelters ranging from cattle feeding operations to 
gas and oil exploration ventures can presen't special 
problems, If the investment is sold through a brokerage 
house, ther e may well be a pub 1 ic mar ket for the securi ty 
which will determine the value. However, in most tax 
she] ters the first several years are utilized to heavily 
dU[Jruc:iate the <'Isset. 'I'hus, their attractiveness to 
investors after they have been subs.tantially depreciated is 
drastically reduced. That is not to say that the tax shelter 
becomes wor thless. I t may be a tax shel to r tha t. actually 
returns income to the investor. If there is a proven reserve 
of oil in the ground, experts can render opinions as to the 
value of the reserves as least at current. prices for the 
oommodity. It is prudent for the attorney to refer such 
questions to experts as the value of tax shel ters if often 
governed as much by tax considerations as the asset or assets 
held by the owners. In short, unless there is a definite 
value determined by a public market, the matter should be 
left to the experts. 

D. 

EXHIBITS AND THEIR E~~ECTIVE USE 

1. A Spread Sheet of Personal ~inances 

An example of an additional exhibit is attached as a 
spread sheet. A spread sheet is a breakdown by month of all 
checks expended by a person during a given period of time. 
If possible , it should cover a per iod ofatlea.l>t.one.yeax. 

One purpose of the spread sheet is to compare th.a 
e xpen Se 8 ... of .... tOeQJ)};lQstng HlfWl'IJth .. tlleJ3PoJ.! S £I.:t ... £lUJcJay i t: s 
submitted by that party. If the expenses listed on the 
spousal affidavit appear to be exaggerated, the attorney 
should subpoena the checks of the party prepar ing the 
affi.davit. Since the parties preparing the affidavit 
generally estimate their expenses, the preparation of spread 
sheets beoomes an effeotive method to determine inaccuracies 
in the spousal affidavit. 

The party who subpoenas the checks should not be content 
to merely i temi ze the amount of payment in to an expense 
classification. The person analyzing the checks should 
consider exactly to whom the checl~s were paid. !f a party 
spends $100 ror clothing, does tlie'~ expenditure involve one 
item of clothing? Although this cannot be determined from 
the face of the check, it does open up other lines of 
inquiry. It is .elevant whe.e the party shops. Is that 
person economizing on his or her expenses? Where 
specifically does the person go for "entertainment"? , 
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A spread sheet should, therefore, consist of a monthly 
breakdown of every check written. The results of each month 
should then be tabulated by column to reflect the total 
amount of payments made in each expense classification. 
Proper use of spread sheets will present an excellent 
[(·I'lcction of the true "financioll picture" of the person. 
[o'UJ: tllCr, the attorney n1<1y use the spre<ld sheet as <I b<lsis for 
determining other lines of inquiry into the assets and 
liabilities of each party. • 

A spread sheet may also be used by a par ty prepar ing 
his/her own spousal affidavit. If errors were made in the 
affidavit, the form can be amended to -reflect a true 
financial picture. The spread sheet can then be utilized in 
support of the declarations m<lde in the <lffiduvit. 

2. Conflicting Financial Statements 

In a dissolution proceedings, the attorney must create a 
"financial picture" of both parties. The attorney must be 
aware of the assets and li<lbilities as well <IS the 
"lifestyle" of the paJ:ties. L?in<lncial st<ltements <Ire, 
therefore, a very valuable souJ:ce of infoJ:mation, and an 
accountant is often required to assist the attorney in 
analyzing the financial reports. 

Attached 
The spouse' s 
show cause 
pJ:oceeding. 

<Ire copies of v<lrious financial statements. 
affidavit of income and expenses on order to 
is a standard form in every dissolution 

Eoth parties <Ire required to complete the form. 

The experience of the accountant is of invaluable 
benefit in determining whether the itemized expenses are 
reasonable. Once the "financial picture" of each party is 
depicted, it is necessary to compare the affidavits of both 
parties to determine their distinguishing lifestyles. This 
will enable the attorney to present to the court evidence 
that the opposing party is choosing to live in an extr<lvag<lnt 
manner as compared to the client/spouse. 

If the attorney can successfully attack the credibility 
of the opposing party, the court may look favorably on his 
client. Therefore, the affidavit of the opposing party 
should also be compared with other financial statements 
submitted by that person to check for inconsistencies in the 
"finunci<ll picture". • 

Since opposing parties do not voluntarily provide 
information detr imental to the i r case, <In accoun t<ln t should 
be able to inform the attorney as to what specific records 
may be available as the source of information. For instance, 
if the opposing party is a member of a partnership, the 
<lttorney should be made aware that a feder<ll tax form 1065 
was probably filed. j)'urther, the accountant should be <lble 
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, to determine whether the opposing party is receiving "hidden 
income" such as having his company pay certain ~xpenses of 
eithor party. If so, the affidavit will not properly refloct 
his income, and the court should be made aware of the "error" 
in the affidavit. 

I"inwwiill f~li;\t01I1CH1ts (lro not vivon to opposing 00 lll1 so 1 
as a matter of course in dissol~tion proceedings. The 
attorney should obtain and review all financial statements 
submitted by the opposing party.' A client should contact the 
credit bureau to discover credit transactions in th~ name of 
either Husband or Wife. Any inquiries by lenders will be 
reflected on that party's credit report and, a copy of their 
financial statement may then be subpoenaed directly from the 
lender. These statements are generally puffed upwards to 
show the borrower in the best possible financial strength and 
should be carefully reviewed for previously unlisted or 
unnoticed assets. 

The accountant should understand the needs of the 
attorney to discover assets and income of the opposing party 
and to present a true "financial picture" of both parties. 
An accountant must, therefore, draw on his exper ience and 
imagination and must necessarily work closely with the 
attorney for the best interests of the client. 
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DR. AND MRS. HARK JONES 

STATEMENT OF ANNUAL COST TO HAINTAIN 
THE STANDARD OF LIVING FOR 

MRS. HARK JONES AND HER CHILDREN 

Home mortgage payments, including 
taxes and insurance 

Home maintenance 
Household help 
Food 
Clothing 
School costs (including college expenses 

for 18 year old son) 
Entertainment 
Vacations 
Automobile 
Miscellaneous 
Cash 
Medical (previously performed by 

Dr. Jones at no charge) 

Subtotal 

Federal income taxes 
State income taxes 

Annual altmony requirements 

$ 10,OuU 
9,000 
4,000 
5,000 
4,000 

13,000 
11,000 

5,000 
4,0(;\1 
1,000 
5,000 

3,000 

74,000 

64,O()U 
4,000 

$142,000 
======== 



DR. AND MRS. MARK JONES 

STATEMENT OF INCOME TAXES TO BE PAID 
BY MRS. JONES ON ALIMONY PAYNENTS 

Alimony payments 

Federal income taxes 

Itemized deductions I 
Hedical expenses 
State income taxes 
Real estate, personal property 

and sales taxes 
Interest on home mortgage 
Standard deduction 

Exemptions 

'l'axable income 

Income tax liability (at the Unmarried 
Head of Household rates) 

Federal 

$142,000 
--------

--------

4,000 

2,000 
8,000 

(2,000) 
--------

12,000 
--------

4,000 
--------
$126,000 
====a:::a=== 

$ 64,000 
======== 

EXHIBIT 2 

State 

$142,000 
--------

64,000 
--------

3,000 
4,000 

2,000 
8,000 

-----
l7,uvO 

--------
3,000 

--------
$ 58,000 
=;;:====== 

$ 4,000 
======== 

• 



\III.·I.ONA SUPERIOl\ COURT, County of Maric'ppa 

In I'e the II'(arriage of 

S U8 J'ones, 

Petitioner, 

and 

Dr. Mark Jones, 

Respondent. 

CIVIL ACTION NO, DR 1234 

SPOUSE'S AFFIDAVIT OF INCOME AND 
EXPENSES ON ORDER TO SHOW CAUSE 

o Husband ~ Wife 

NOTE, II the 'paces prOVided on this fonn are Inadequate, use separate ,heets of paper to complete the answers and attach them to the 
Mfldavlt. Anliwer overy question completelyl Round aU amounts to the nearest dollar. Use estimates when your records are Insufficlenl. 
Your spou,e Is required to provide the same Information on his status ot l.asI five days prior to tho Show Cous. hearing. A blank copy of 
Ih.so form. should b. sorv.d on your ,po us •• Iong with tho O,d., to Show Caus •. 

I SWEAR that the following Information and answers are true: 

Wife's Age: _-"4,,,,2<--_ 

2. List nny health conditions or other problems which affect your ability to work _~N~o~t::.......:e::.:d=.u~c=a.!::t:.::e~d~ __ _ 
or trained for work in current market. 

3. Is )'our spouse able to work? YA 6 
Ifnot,whyP ________ . ______________________ . 

4. How many children do y-ou have of yourself and your spouse? _-"3'--__ What are their blrthdates? 0 8-1 0 - 63. 
11-15-'6, 01-10-70 

With whom do the~e children live? Mother 
Nnmes nnd nges of other persons living with you who are financially dependent on )'ou for support _____ _ 

5. Your current address 4742 Mountaintop Road, Paradise Valley. Arizona 
Type of dwelling? I,llxury ijome How long have you lived there? 4 yea rs 
Whot other persons live with you? ...cbildren! .....a~~ Cindy ClOd Stanl e¥ 

6. How much have you paid your attorney for attorneys fees or court costs? $--2... 000 Source of funds for 
'Ittornev's fees and court costs Saving-s, $ ~ ,OQ.O....arui borrowed $ 3 / 000 from mothe r. 
Nilmo ,;n<l Ilddress of your employer ___________________________________ _ 
Sociul S"cUI'lty II ,_~5.;L'2:::.L~=J.~_J_1. Your occupntlq,n ..JiQ.m.~m~_. ______________ . 
How long Imvo you worked thow? Pay dntes _.------------------------------
How often nrc you paid? If not working now, why? __________ _ 
Nnme of your previous employer ________ . _________________________ _ 
You,' previous job 0" position ___________________________________ _ 
Dllte you left previous Job Gross monthly pay there ________ _ 
When did you last work? _. _______ ....,',--_________ . ____ _ 
Your usual occupation when working _ _ When do you expect to go to work? _______ _ 
:\umbcl'of yenrs of oducntlon 16 Degrees 01' certificates held: . .!!B~ • .£A~.c....:-=-M£J.!OuE.s.:i"'c'__ ________ _ 
Specinl schools nttended or training received _________________________________ ,_ 



'. 
l,'iSTIlUC:rIONS, List nil income you receive from any sources, whether private or governmental, taxable or· not. Mark •• ch space with th. 
eurrcct nmount or with "0" If none. List aU income payable to you individually or payable jointly to you and your spous •. ~Iultlply weeki)' 
in como by 4,3 and hl.weekly income by 2.15 to get monthly equlvalents. Deductions from your pay, deept Income taxes, FICA, and rc· 
'11I1I1'd rotiroll1l!nt deductions, lifO to ho roported on tho oXllonsu schcyulu or dobt schuclulo. • 

7. Income 
ClOSS lIlolithly puy ........................................................................ $ ________ _ 

Payroll deductions: 
Income Taxes and FICA ............................................... :: ... : 
Required retirement deductions ......................................... . 

Not monthly pay ............................................................................ $ _______ _ 
All othor income: 

Rents (Net amount after expenses) ........................................ .$ ____ '--__ _ 
Pensions and retirement income : ......................................... . 
Sooial Security income ........................................ : .................... . 
Dividends and interest income ............................................... . 
Disability and unemployment pay ......................................... . 
Child support and spousal maintenance .............................. .. 
Welfare and aid to dependent children ............................... . 
Trust funds .. " ............................................................................. . 

Other (specify): 

Total of other monthly Income ........................................ .. 
TOTAL MONTHLY INCOME ......................... :..............$, ______ _ 
Total Income from last Federal income tax return ......... . 
Adjusted gross income from 

last Federal income tux return ....................................... . 

8. Liquid Assets: 
Cash (including uncashed checks) .......................................... $ _______ _ 
Cash in financial Institutions ................................................ .. 
Stocks, bonds and other securities ......................................... . 
Insurance policy cash values ................................................ .. 
Certificates of deposit/notes ........ ; .......................................... . 
Funds owed to you by others ................................................ .. 
Funds held for you by others .......... , ..................................... .. 

Other: 

$-----
$-----
$-------

$------

TOTAL LIQUID ASSETS .......................................................... $ ______ _ 

I). Hllve YOIl made IIny gifts 01' tmnsfel's of money or property 
having a value "xeaauing $lOO to IIny (lersons other thlln " 
your spouse during the past three months? If so, list the 
persons and the vulue of the gifts or transfers: 
Specify: 

'. 

SPOUSE'S AFFIDAVIT ON ORDER TO SHOW CAUSE 

• 
~~~ 

Pa~e 2 3.2h @ t.;wPorm, 10.Hl , 

'I (, 



I.\STHUCTIONS, L,I,t your expen,", and tho.,e of minor children who are rosining with you, Do NOT list any expenses for )'our spouse or 
children r.,lding with your 'pause unle,s rou or. paying those eXQenses, '",tollment payments and all pOlt due bills should lie included on 
"chedul. of Doht" Do not includ. on hath schedules, Use monthly overage for items that vary from month to month, 

Il). Monthly Expenses Now Deducted from Pay Check: 
Shelter! 

Hent .......... " ..... ,.,',., ........ ,' .. , ... , ........... ,., .. , ................................... . 
Iiolls" paymen\ ....................................................................... . 
Ilcpuir & upkeop .................................... ,.,', ......... , .... ,., .. " .. ,., .... , 
Housekeeper ... , .............. , ............ " .... , ....................................... . 
Ynrdwork ............................................................................... : ... . 
Pool nnd exterminator ............................................................. . 
Insurance and taxes not included in house payment ......... . 
Other (specify): 

$-------_--,,8.!2.... __ 
387 
292 

54 

.................... 
1'01111 ....................................................................... ,................................................................... $_-...::1:....!,-=5~7-=8 __ _ 

UtlUtie51 
Water and sewer ........................................................................ $ 40 
Electricity .................................................................................... 300 
Gas ............................................................................................. . 
Telephone .................................................................................... 35 
Garbage ..................................................................................... . 
Other (specify); 

........................................................................................................................................... $ __ ~3-'-7-'-5 __ _ 

Food, milk nnd household supplies, .......................................... $ 38 3 
School lunches/menls outside home ...................................... 410 

Total ................................ :.......................................................................................................... $ 793 

Clothing, 
Self .............................................................................................. $ 125 
Children residing with you ...................................................... 177 
Laundry nnd clenning .............................................................. 15 

Total ................................................................................................... ........... ............................. $ 317 

Medical Care, 
Self: Net after insurance reimbursement 

Dootor .................................................................................... $ 20 
Dentist .................................................................................... 15 
Drugs and medical supplies ................................................ 5 

Children: Net after Insurance reimbursement 
Doctor .................................................................................... 40 

" Dentist ............................................. "..................................... 7 5 
. Drugs and medical supplies ....... 0<....................................... 5 
Health Insumnce ........................................................................ 110 

Totui .............................................................................................. : ............................................ $ 270 

Transportation. 
Ca,' payment ........................... S.fl.vJ.n.<d.IR .... 1;Qk: ... !I.@.W ... g.~r $ 150 
Car repair and maintenance .................................................... 90 
Car insurance ............................................................................ 35 
Cas and all ................................................................................ J 4 2 
Bus faro/parking fees ............................................................... . 
Othor (specify): 

T.i Cflose .................... -'2~ __ _ 
Total............. .... ......... ~ 419 ............................................................................. ............................... .,-----_. 



'. 

Misceilaneousl 
Child support/spousal maintenance to others .................... .. 
Iluby siltor ................................................................................. . 
School and school supplies ..................................................... . 
Church/ contributions ............................................................. . 
Newspapers, magazines and books ...................................... .. 

$-------=-- • -_ .. __ .-----
79 

417 . 
35 

Ilurbur and beauty shop ........................................................ .. 
Pots ............................................................................................ .. 
Life insurance ...................................................................... , .... . 
Hecreution / entertainment ....................................................... . 
Children's nllowances .............................................................. .. 

902 
40 

Union/professional dues ........................................................ .. 
Voluntary retirement contributions and savings deductions 
Family gifts .............................................................................. .. 

167 
30 

~~~a~~~hfy): .................. .. 417 
.................... 

Totai ........................................................................................................................................... $,_--,2=-<-, 0::.;8::.;7'--__ _ 

Other monthly payments (listed under No. 11, 
Outstanding Debts and Accounts) ............................................................................................ . 

included in 
$ figures above 

TOTAL MONTIlLY EXl'ENSES ......................................... : ............................................. .. 5,839 
$====== 

INSTRUCTIONS. Spouse requesting ohUd support/spousal malntenanoe ,hould Wi out left sid. of the reoap ohart with the proper figures 
from th. sohedules of Inoome, .xpenses and debts. The oth.r spouse should fill out the right side of the .hart. 

RECAP FROM ATIACHED SCHEDULES 
SPOUSE REQUESTING SUPPORT/MAINTENANCE OTHER SPOUSE 

1. Total Monthly Income (Page 2) $ -0- \. Total ~Ionthly Income (Puge 2) $ 

Estimated taxes on malntenano $ J.,JUU 
$ 2 ... \mount Needed as Maintenllnce 4,039 2. "molmt Off~l'~d For ~lalntennl1ce 

3. (\moUl~t Needed as Child Support $ 1,800 :3. Amollnt Offered For Support $ 

.1. TOTAL Olr i\llOVE TI'l\Um l.l:-\ES $ 7,139 .1. IlAL,\NCE (Subtruet Linos 2 & :3 from I) $ ,. , 

5. Total Monthly Living Expenses (P"ge 4) $ 5,839 5. Totnl Monthly Living Expenses (Page 4) $ 

6. Total ~lonthly Payments Of Debts By T 
This Spoule axes $ 1,300 6. Totnl ~lonthly Payments Of Debts By 

This Spouse . 
$ 

7. TOTAL OF ABOVE TWO LINES $ 7,139 7. TOTAL OF ABOVE TWO Ll:-lES $ • 
SPOUSE'S AFFIDAVIT ON ORDER TO SHOW CAUSE ... Page:·1 



Il. Outstanding Debts and Accounts: List n11 debts and installment payments currently;owed by you but do not in-
clude items included on Schedule of Expenses. 1f you do not know whether the debt is being paid by ),our spous~, 
list the item ill your sched'llc. 

Item or purpose fo,' which 
Unpaid 

Minimum Dnte of Inst /l!ad~ hnhmcc on 
.'Iallle allli Address of Creditor debt was mudc dute of lust monthly P"YllwlIt IJY 

payment pnyment (H) (W) ..-_z_ 

Airplane for hus- 12-31-83 
$ $ 

CI'£ financial Services band's recreation 60,000 1,820 unknown H 

12-31-8'3 
v'irst Federal Savings Family home mortgag ~ 75,OO~ $ 
& Loan Association 845 unknown H 

$ $ 

$ $ 

~ $ 
, 

$ $ 

$ $ 

$ $ 

. 
$ 135,000 $ 2,665 . . 

TOTAL ............... 

12. I have read the foregoing and know of my own knowl~dge that the facts and financial information stated therein 
are true und correct. 

STATE OF ARIZONA 
COUNTY OF Maricopa 

) S5, 
) 

. .!.f!.1.. ....... §J!.Ii! ... q, 9.1:\~. fi ............................................................... . 
Affiant Spouse 

SUBSCHIBED AND SWOHN to before me this dutu: April ~ 19 8~ __ 

_ . ..1-l-~ _____________ _ I. M .. Notary ....................................... ........ " .. , ............. , ., ......... , ... ,," .,,,. 

Notll!'Y Expil'lltioll Dllte Notllry Publie 



FINANCIAL. Si"ATEMENT 
Perso[1al Form 

(00 NOT USE' FOR BUSINESSI 

prepared by Dr. JoneS 

: 
First Interstate Bank of Arizona, N.A. First Interstate Tower 

Ur. l'la rk Jones & Sue Jones 

ic & Rehabilitation 

(Ch,oklnql CEMANC 
CASH IN THIS aANK 

(Slvlnq.I TIME 

cue FROM 

4742 Mountaintop Road, P.V., Arizona 115-05-1234 

195,000 

CATE OF 
MATURITY 

19 83 

TYPE OF Ca~IOATION ANC 
CO~~ATERAL IF SECUREC 

1-----------+----+---~~~~--~--_4---------------,-1 



DR. MARK JON~~ AND SUE JONES 

BALANCE SHEET 

Cash in checking account, (1) 
Money market fund (2) 
Stocks and bonds (3) 
Real estate partnerships (4) 
Equipment leasing (5) 
Airplane. Cessna (6) 
Automobiles (7) 
Pinetop cabin (8) 

DECEMBER 31, 1984 

ASSETS 

Residence (9) 
Furniture. paintings and jewelry 

Total assets 

(1) Valley National Bank, Park Central Branch, Account #3043-2345 

(2) Mass Cash Management Fund, Account #809-18-73 

( 3) Stocks and Bonds: 
Stock in Osborn Orthopedics 
General Motors 
Chrysler 'Motors 
Xerox 
APS Bonds, 12% - 1991 

(40%) 

(4) Real estate partnerships: 
Cave Creek property 
Deer Valley property 
Tempe/Mesa property 

(5) Equipment leasing PIS 
GRECO - 1978 equipment leasing PIS 

(6) Airplane: 
Cessna 27l - Twin 1982 

Note payable, 15%, $l,820/month 
Equity 

(7) Automobiles: 
1979 Mer'cedes 4l)OSL 
1975 Oldsmobile SW 

(8) Pinetop cabin - no mortgage 

(9) Residence: 
Cost 
Mortgage payable, 10%, 35 years 

Equity 

(Prepared for information of attorney(s), by Dr. 

$ 15,000 
22,000 
5,000 
4,000 
8,000 

100,000 
75,000 
75,000 

BO,OOO 
( 60,000) 

25,000 
1,000 

100,000 
, ( 75,000) 

Mark Jones, ~lay 

$ 991 
149,009 
54,000 

250,000 
20,000 
20,000 
26,000 
50,000 
25,000 
75,000 

$ 670,000 

$ 54,000 

250,000 

20,000 

20,000 

26,000 

50,000 

25,000 

1 , 1984 ) 



May 6, 1964 

Dr. and Mrs. Mark Jones 
Phoenix, Arizona 

The accompanying statement of assets and liabilities at cost of Dr. and 

Mrs. Mark Jones as of April 3D, 1984, has been compiled by us. 

A compilation is limited to presenting in the forlll of financial state

ments information that is the representation of Dr. and Mrs. Mark Jones. We 

have not audited or reviewed the accompanying statement and, accordingly, do not 

express an opinion or any other form of assurance on it. 

DEWEY, CHEATUM & HOWE 
Public Accountants 

, . 
• 



DR. AND MRS. MARK JONES 

STATEMENT OF ASSETS AND LIABILITIES 

PHOENIX, ARIZONA 

APRIL 30, 1984 



DR. AND MRS. MARK JONES 

STATEMENT OF ASSETS AND LIABILITIES AT COST 

APRIL 30, 1984 

ASSETS 

Cash in banks 
Mass. Cash Management Fund 
Cash value life insurance 
Federal income tax refund due 
Investment in partnerships - Note A 
Investment in traded stock and bonds - Note B 
Investment in Osborn Orthopedic, P.C. - Note C 
Note receivable - Note D 
Personal effects - Note E 

Total assets 

LIABILITIES 

Mortgage payable, reSidence, 10%, 35 years 
Contract payable, airplane Cessna 271 Twin, 

1980, 13%, $1,820 per month 
Deferred income taxes - Note F 

Total liabilities 

Excess of assets over liabilities 

The accompanying notes are an : 
intregal part of this financial statement. 

$ 4,150 
165,000 
18,350 
3,500 

210,000 
39,000 
1,000 

42,000 
343,000 

826,000 

75,000 

60,000 
10,900 

145,900 

$ 680,000 

2 



DR. AND MRS. MARK JONES 
• . 

NOTES TO STATEMENT OF ASSETS AND LIABILITIES AT COST 

FOR THE PERIOD ENDED APRIL 30, 1984 

Note A. - Investment in partnerships 

The cost basis of partnerships reflects the capital contributions made by Dr. and 
Mrs. Jones plus their share of .recourse partnership debts, reduced by all losses 
incurred through December 31, 198~ Dr. and Mrs. Jones proportionate share of 
partnership debt, which is included in the cost basis of: the partnership, is 
also recorded as a liability. At December 31,1983, their proportionate share 
is as follows: 

Note B. - Investment in traded stocks and bonds 

General Motors - 400 shares 
Chrysler Motors - 500 shares 
Xerox - 100 shares 
APS Bonds, 12%, 1991 lIIuturity , , 

Total 

See Accountants' Compilation Report. 

$ 22,000 
5,000 
4,000 
8,000 

$ 39,000 

3 

" 

• 



DR. AND MR~. MARK JONES 

NOTES TO STATEMENT OF ASSETS AND LIABILITIES AT COST (CO~TINUED) 

FOR THE PERIOD ENDED APRIL 30, 1904 

Note C. " Investment in Osborn Orthopedic & Rehabilitation Center, P.C. 

Book value 
Accounts receivable, realizable 
Goodwill, per Agreement for Purchase by Dr. Brown 

$ 38,690 
375,000 
50,000 

463,690 

Percentage of stock owned by Dr. Jones 40% 

Note D. - Note receivable. 12%, 10 years, $603 monthly 

Note receivable from Dr. Brown, 12% interest, 
due in 10 years 

185,000 

$ 42,000 

This note arose from a transaction in which Dr. Brown purchased 20% of 
the stock in Osborn Orthopedic, P.C. The total purchase price as 
stated in the stock purchase agreement dated September 1, 1979 was as 
follows: 

Book value of the corporation 
Plus 
plus accounts receivable realizable 

Total 
Stock purchased, 20% 
Down payment 
Note payable 
Due to Dr. Jones, 60% 
Principal repaid in prior years 
Balance due 
Present value, based on 15% rate of return 

Note E. - Personal effects 

$ 38,690 
50,000 

375,000 
463,690 
92,738 
2,738 

90.000 
45,000 
3,000 

42,000 
33,900 $ 33,900 

Personal effects include residence, cabin, airplane, autos, furniture and jewelry. 
Estimated value is based on independent appraisals. 

Residence 
Cabi n 
Airplane 
Autos 
Furniture and jewelry 

Total 

, , 

See Accountants' Compilation Report. 

$ 100,000 
50,000 
80,000 
38,000 
75,000 

$ 343,000 

4 



DR. AND MRS. MARK JONES 

NOTES TO STATgMgNT OF ASSETS AND LIABILITIES AT COST (CONTINUED) 

FOR THE PERIOD ENDED APRIL 30, 1984 

Note F. - Deferred income taxes 

Federal and state income taxes 
1962sale of 10% of his shares 
follows: 

Sale price 
Basi s 
Gain 

Unrea I i zed gain 

are due on the installment sale of Dr. Jones' 
in Osborn Orthopedic P.C. to Dr. Brown as 

$ 46,370 
200 

46,170 
4,270 

41,900 

Tax due at combined rate of 26% $ 10,900 

• • 

, , 

Soa Accountants' Comp 11 at i on Report. 

• 

• 5 



Dr. and Mrs. Mark Jones 
l?hoenix, Arizona 

May 5,1984 

The accompanying statement of assets and liabilities of 

Dr. and Hrs. Mark Jones on the cost basis (Column A) and on the 

estimated value basis (Column B) as of April 30,1984 , and the 

supplementary statements of annual cost to maintain the standard 

of living for Mrs. Jones and her 9hildren and income taxes to be 

paid by Hrs. Jones on alimony payments have been compiled by us, 

A compilation is limited to presenting in the form of 

financial statements information that is the representation of 

Dr. and Mrs. Mark Jones. We have not audited or reviewed the 

accompanying statement and, accordingly, do not express an 

opinion or any other form of assurance on it. 

Ji. r~l1fgCIATES 
Public Accountants 



DR. AND MRS. MARK JONES 

STATEMENT OF ASSETS AND LIABILITIES 

,AS OF APRIL 30,1984 

TOGETHER WITH ACCOUNTANTS' COHPILATION REPORT 



DR. AND MRS. HARK JONES , 

STATEMENT OF ASSETS AND LIABILITIES 

AI>RIL 30 t 1984 

ASSETS 

Cash in banks 
Mass. Cash Management Fund 
Cash value life insurance 
Federal income tax refund due 
Investment in partnerships (Note 1) 
Investment in traded stocks 

and bonds (Note 2) 
Investment in Osborn Orthopedic & 

Rehabilitation Center, P.C. (Note 3) 
Note receivable (Note 4) 
Interest in Osborn Orthopedic & 

Rehabilitation Center, P.C. Defined 
Benefit Pension Plan (Note 5) 

Personal effects (Note 6) 

Total assets 

LIABILITIES 

Mortgage payable (Note 7) 
Contract payable (Note 7) 
Deferred income taxes (Note 8) 
Accrued income taxes on unrealized 

asset,appreciation (Note 9) 

Total liabilities 

Excess of assets over liabilities 

Column A , 

Cost 

$ 54,150 
165,000 
18,350 

3,500 
220,000 

39,000 

1,000 
42,000 

349,000 
--------
892,000 

--------

75,000 
60,000 
10,900 

--------
145,900 

--------

$746,100 
;;;o;=;.;!I;~R~ 

\ 

Column B 
Estimated 

Value 

$ 54,15C 
165,0001 
18,350 

3, 500
1 

750,000
1 

31,500': 

2,465,v\iJ 
37,4(H) 

725,000 
1,001,000 ' -------_ .. 
5,250,900 

--------""= 

53,200 
58,100 
10,900 

1,139,500 ________ r_ 

1,261,700 -----_ ... -.... 

$3,989,700 
;g~A";oo1IOW~:""'''''..J 

The accompanying accountants' compilation report and 
the notes to financial statements should be 

read in conjunction with this statement. 



(' 

( 

DR. ·AND MRS. HARK JONES 

NOTES TO STATEt1ENT OF ASSETS AND LIABILITIES 

Al'RIL 30,1984 

(1) INVESTNENT IN PARTNERSHIPSr 

The cost basis of the partnerships reflect the capital 
contributions made by Dr. and Mrs. Jones reduced by all losses 
incurred through December 31,1983.. At Dece.mber 31, 1983, their 
proportionate share is as follows I 

Investment Losses Basis 

Cave Creek piS $100,000 $ 30,000 $ 70,000 
Deer Valley PIS 75,000 15,000 60,000 
Tempe PIS 75,000 15,000 60,000 

.. _------ -------- --------
Total investment 

in real estate 250,000 60,000 190,000 
-------- -------- --------

HO~i Drilling 
IS '83 160,000 150,000 10,000 

Kachina Equipment 
Leasing PIS 100,000 80,000 20,000 

-------- -------- --------
Total investment 

in tax shelters 260,000 230,000 30,000 
-------- -------- --------

Total investment 
in PIS $510,000 $290,000 $220,000 

======== ========= ======== 

The estimated value of the investment in partnerships is 
based upon a statement of financial position dated June 30,1983 , 
prepared by Dr. Jones for the First Interstate Bank of Arizona. 

(2) INVESTMENT IN TRADED STOCKS AND BONDS I 

General Motors - 400 shares 
Chrysler Motors - 500 shares 
Xerox - 100 shares 
APS Bonds, 12%, 1991 maturity 

Total 

Cost 

$ 22,000 
5,000 
4,000 
8,000 ----- .. _ .. 

$ 39,,000 
===:;==:;=== 

Estimated 
Value 

$ 20,000 
2,500 
3,000 
6,000 

--------
$ 31,500 
=;:::;====== 

• 

• 



/ 

Check 
• Date Name Number ","ount 

7/1 Cash 826 $ 100 
7/1 A. J. Sayless 827 64.75 
7/2 Mary Jones 828 75 
7/2 APS 829 325 
7/2 City of Phoenix. water 830 40 
7/2 Mort $moi th" Gordever- 831 140 
7/3 Haster P~Q 1 ma i ntenance 832 140 
713 J. C. Penney 833 110 
7/3 The Gentry" 834 35 
7/3 Capriccio . 835 65 

7/10 A. J. Bayless 836 80.25 
7/11 Mary Jones " 837 75 
7/11 George Able. repairs. 

air conditioner 838 180 
7/11 VNB. ~.astercharge 839 463 
7/11 Exxon 840 150 
7/11 Coulter 841 100 
7/14 Circles 842 100 
7/18 Nary Jones 843 75 
7/18 Pelican Pete's Rest. 844 37 
7/18 Cash 845 200 
7/18 A. J. Sayless 846 195 
7/25 Mary Jones 847 75 

TOTALS $ 2,825.00 

OR. AlID HR,. HAnK JONES 

ANALYSIS UF PERSONAl CIIECKING 

JULY 1983 

House- nOllle 
hold Main-
~ tenanee Food Clothing 

$ $ $ $ 
64.75 

75 
325 
40 

140 
140 

110 
35 
65 

80.25 
75 

180 

75 

195.00 
75 

$300 $ 825 $ 340.00 $ 210 

Sehooi Enter- Auto 
Costs tainment Vacations Expense Misc. Cash 

$ $ $ $ $ $ 100 

463 
150 
100 

100 

37 
200 

$ $ 500 $ $ 250 $ 100 $ 300 



• • { OR. AND ""S. MARK Jutl!:S 

~UMMl\RY ANALYSIS Of r~RSONAL OI[CKING ACCOUNT 

1983 

Auto 
Check Household tlome SChool Expense 

Amounts HelL Maintenance FOOd Clothin~ Costs Entertainment Vacations (21 Miscellaneous Cash 

January. S 3.025 S 2110 S 650 $ 400 $ 200 $ 100 .$ 825 $ S 250 $ 100 $ 300 

February 3.300 200 650 400 300 100 1.000 250 100 300 

March 3.550 400 700 400 300 100 1.000 250 100 300 

April 3.550 400 700 500 300 100 1.000 250 300 

Hay 3.000 250 750 400 400 100 500 200 100 300 

June 3.000 300 800 350 400 500 250 100 laO 

July 2.825 300 825 35(1 200 500 250 • . 
100 lOa 

August 7.650 300 850 350 200 500 5.000 250 130 100 

• September 4.000 250 800 300 600 150 1.000 SOO 100 laO 

October 3.150 300 700 300 200 lOa 1.000 250 lOa 

November 1.Z5Q 300 650 350 200 100 1.000 250 100 300 

December 5.675 300 650 500 SOD 100 2.000 250 200 -h175 

Tota1s S 45.975 $ 3.500 $ 8.725 $4.@l! $ 3.800 $ 950 $ 10.825 $ S.OO,! $ 3.200 $ 1.100 $ 4.275 

It 

• 



I 
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• 
The estimated value of the investment .in traded stocks 

and bonds is based upon the bid price for April 30,1984 . 

(3) INVESTMENT IN OSBORN ORTHOPEDIC 
& REHABILITATION CENTER, P.C.: 

The estimated value of the investment in Osborn 
Orthopedic & Rehabilitation Center, p.e. is computed as follows: 

Salary paid to Dr. Jones for the 
year ended August 31, 1983 

Salary paid to Dr. Jones' female companion 
(who did not render services to the 
medical practice) for the year ended 
August 31, 1983 

Expense account allowance paid to Dr. 
Jones for the year ended August 31, 1983 

Total compensation 

Fair value of services performed 

Excess compensation paid to Dr. 
Jones and his female companion 

Nultiplied by normal .times earnings ratio 

Dr. Jones' interest 1n goodwill 

Dr. Jones' interest in stockholders' 
equity at August 31, 1983 

Dr. Jones' interest in unrecorded 
accounts receivable at August 31, 1983 

(4) NOTE RECEIVABLE: 

$ 270,000 

20,000 

25,000 

315,000 

85,000 

230,000 

x 10 

2,300,000 

15,000 

150,000 

$2,465,000 
=====;:u==== 

The note receivable arose from a transaction in which 
Dr. Jones sold 20% of his stock in Osborn Orthopedic & Rehabilitation 
Center, P.C. The note bears inter,st at the rate of 12% per annum, 
and 1s payable 1n 120 equal installments of $603, including interest. 

The estimated value of the note receivable is based upon 
a 15% rate of return. 

(5) INTEREST IN OSBORN ORTHOPEDIC & REHABILITATION 
CENTER, P.C. DEFINED BENEfIT PENSION'PLAN: 

The actuary for the pension plan has determined the 
accrued benefit vested by Dr. Jones was $725,000 at December 31, 
1983. 



(6) PERSONAL EFFECTS: 

Residence 
Cabin 
Airplane 
Autos 
Library 
Furniture and jewelry 

-3-

Estimated 
Cost Value 

$100,000 $ 
50,000 
80,000 
38,000 
6,000 

75,000 

400,000 
200,000 
150,000 
45,000 

6,000 
200,000 

-------- .---------
$34~,000 $1,001,000 
~======= ========== 

The estimated values of personal effects are based upon 
a statement of financial position dated June 30,1983, prepared by 
Dr. Jones for the First Interstate Bank of Arizona. 

(7) MORTGAGE AND CONTRACT PAYABLE: 

The mortgage payable bears interest at the rate of 10% 
eer annum, and is payable in 300 equal monthly installments of 
~682, including interest. The mortgage is collateralized by the 
Jones' residence. 

, The contract payable bears interest at the rate of 13% 
eer annum, and is ,payable in 41 equal monthly installments of 
~1,820, including interest. The contract is collateralized by 
the Jones' airplane. 

The estimated value of the mortgage and contract payable 
are based upon a 15% rate of return. 

(8) DEFERRED INCOME TAXES: 

Deferred income taxes represent Federal and state income 
taxes payable in future years on the 1981 installment sale of 20% 
of Dr. Jones' stock in Osb'orn Orthopedic & Rehabilitation Center, 
P.C. Deferred income taxes have been provided at a combined rate 
of 26%. 

'(9) ACCRUED INCOME TAXES ON 
UNREALIZED ASSET APPRECIATION: 

" 

• 

The net unrealized asset appreciation would, if realized, 
require the payment of Federal and state income taxes, primarily at 
capital gains rates. Accrued income taxes have been provided at a 
combined rate of 26%. 

• 


