
12       Michigan Family Law Journal May 2021

Facts

• In July 1999, W’s father gave her a 10% interest in a
closely-held business (Company) at which she was not
employed.

• The parties married a month later in August 1999.

• During the entire marriage, the parties maintained sepa-
rate bank accounts.

• W deposited any distributions she received from the
Company into her separate bank account.

• The trial court ruled that W’s interest in the Company was
her separate property.

• H appealed.

Court of Appeals Decision

• In an unpublished decision, the Court reversed the trial
court’s ruling.

• In doing so, the Court noted that the distributions W re-
ceived from the Company – though deposited into her
separate bank account - were commingled with her mari-
tal income deposited into the same account.

• Further, the Court stated that W had testified that she
used some of the distributions from the Company to pay
marital expenses and household bills.

• The Court ruled that W’s conduct with regard to distribu-
tions from the Company indicates that her interest in the
Company was marital property.

Comments on the Case

• The Court’s decision seems unfair to W.

• The parties evidently, from the outset of their marriage,
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intended to keep their respective property interests sepa-
rate, including the distributions W received from the 
Company. 

• That the distributions were incidentally “commingled”
with marital funds does not necessarily indicate an intent
to convert them – and certainly not the Company – to
marital property, nor does use of some of the funds to pay
marital expenses – particularly if other funds were tempo-
rarily insufficient.

• The Court used these two factors to convert a pre-marital
gift into marital property.

• Treating the commingled distributions as marital seems
reasonable. But, to treat the entire value of W’s interest in
the Company as marital seems excessive.

• The obvious upshot of the case is, if a party wants to keep
separate property separate, then such party:

1. Should deposit any income from such property in a
separate account into which no marital funds are de-
posited; and,

2. Should not use such funds to pay marital expenses.
If such is necessary because marital funds are insuf-
ficient, make a documented loan of the separate funds
to pay the expenses, and be sure that the loan is re-
paid.
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