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Divorce is one of the most financially complex events a person can face. For business 
owners, the financial terms of a settlement matter as much as the legal terms. Here are six 
common blind spots to watch for. 

1. Financial Affidavit Math Errors 

The financial affidavit drives divorce negotiations, yet its numbers are often wrong because 
the math is off, not because assets are being hidden. 

One of the most common mistakes: recording bi-weekly paychecks as 24 pay periods 
instead of 26. That single error understates annual income by nearly 8%. On a $5,000 bi-
weekly paycheck, that's roughly $10,000 missing — enough to shift a support calculation. 
Tax withholding on a pay stub can cause another error. It's an estimate based on a W-4 
election, not the actual tax obligation. 

2. A 50/50 Split Isn't Always 50/50 

Splitting a $1,000,000 traditional IRA down the middle sounds fair. But if one spouse lands 
in a 32% tax bracket after the divorce and the other lands in a 12% bracket, the after-tax 
value of that "equal" split differs by roughly $100,000. Post-divorce tax brackets should 
drive the division — not just the number on the statement. 

3. The Retirement Account Trap 

A single 401(k) can now hold three different types of money: pre-tax contributions, Roth 
contributions, and voluntary after-tax contributions (the backbone of the mega backdoor 
Roth strategy). Each is taxed differently on withdrawal. Splitting the account without 
identifying which buckets each spouse receives can create a hidden inequity which could 
be worth tens of thousands of dollars. A court order that doesn't specify these buckets may 
default to a split that neither party intended. 

4. The House Everyone Fights to Keep 

Keeping the family home often feels like winning. But mortgage payments, property taxes, 
insurance, and maintenance that were manageable on two incomes can become a real 
strain on one. Home equity is illiquid — you can't pay bills with it. Before fighting for the 



house, it's worth running the numbers on what it actually costs to keep, not just what it's 
worth. 

5. Cash Flow in the New Reality 

Many people underestimate the cost of maintaining their lifestyle on a single income. 
Unpaid labor from a spouse — childcare, household management — now carries a real 
dollar cost. Filing status changes shift tax brackets. A post-divorce budget built before 
negotiations, not after, helps that the settlement is designed around real life. 

6. Business Interests and Complex Compensation 

For business owners, valuation is rarely a single number. Personal goodwill versus 
enterprise goodwill, minority discounts, and transfer restrictions all affect what a business 
is actually worth in a divorce context. Stock options, restricted stock units, and deferred 
compensation are frequently undervalued because vesting schedules and tax treatment 
reduce their practical value. An inaccurate valuation doesn't just affect property division — 
it distorts support calculations and long-term projections. 

The Bottom Line 

These blind spots can be managed  with timely financial analysis. A Certified Divorce 
Financial Analyst can help attorneys and clients identify issues early and translate legal 
terms into  potential financial outcomes. 

If you're a business owner navigating a transition, or an attorney working with clients in this 
situation, understanding these details have the potential to  make a difference between a 
settlement that looks fair and one that actually is. 

Brianna Hook is a Certified Divorce Financial Analyst (CDFA®) working with DeKalb County 
residents navigating divorce and other financial transitions. Provided for informational 
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are strongly encouraged to seek the advice of the appropriate professional advisors before taking 
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for specific information 

 


