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The Perils of In-Laws 
You’ve worked hard and have accumulated assets that will benefit 
the next generation, namely your kids and grandkids.   
Throughout this perilous journey, you taught your kids the value 
of a dollar and your mind is at ease that they will inherit wealth 
created with their comfort and prosperity as a central focus.  

One day, your daughter, who has inherited the result of your hard 
work and sweat, meets Mr. Right.   They marry, buy a house 
together, and merge their bank and brokerage accounts.  What 
took you years to build for your daughter and her future may 
potentially now be half-owned by your son-in-law, if the default 
laws of your state so dictate.  

Understanding Property Classifications 

As it relates to married couples, property owned by a couple is 
either classified as Separate Property or Community 
Property. 

1980 Post Oak Blvd, Suite 1500 |  Houston, TX 77056 | Tel: (281) 968 - 1216 �1

Editor’s Notes: 

By Avo Mavilian & 
Antreas Hindoyan, Esq.

Avo Mavilian is the 
president of Tailwind 
Financial Strategies, LLC, a 
financial services firm focused 
on protection and tax efficient 
financial planning.

Antreas Hindoyan is the 
managing partner at 
Hindoyan Law, a firm 
specializing in tax and asset 
protection planning.  

The opinions expressed are 
solely for educational 
purposes.  See disclaimer at 
the end of this document.

THE SCOOP
A publication of Tailwind Financial Strategies, LLC

http://www.TailwindFinancialStrategies.com


www.TailwindFinancialStrategies.com December 5, 2016

Community Property
Generally, anything that a person acquires while they are married is considered, by default, community 
property, unless negotiated otherwise.   For example, money you earn from work that is deposited into a 
joint bank account or a family home purchased during marriage are considered community property. 

Separate Property
Unlike community property, separate property describes assets that belong to one of the spouses 
specifically to the exclusion of the other spouse.  Separate property includes property that was owned 
prior to the marriage or assets that both spouses agree will belong to just one of the spouses in case of a 
divorce.   An inheritance is also, by default, the separate property of the recipient spouse, assuming you 
don’t fall into a trap set by a divorce attorney.

To illustrate, a condo that you owned before getting married is considered your separate property.  Gifts 
and an inheritance received while married but kept in a separate account are generally considered separate 
property.  

Co-Mingling: How Things Get Murky 

When assets that are your separate property are unintentionally mixed with assets that are community 
property, a divorce lawyer will argue that you co-mingled funds; thereby, giving a divorcing spouse a right 
to some of the assets that you thought were only yours.  If you co-mingle funds, you run the risk of 
converting separate property into community 
property.  For instance, if you deposit your 
inheritance into a joint account shared with your 
spouse and proceed to pay your mortgage and 
other marital expenses, you have unintentionally 
converted your separate property into community 
property.  

A second example may be when you spend 
community funds to make improvements on the 
separate property.  So in the case of the condo you 
owned prior to marriage, using funds from your 
joint account can potentially provide the divorce 
attorney with further ammunition against you.

In the US, states have chosen one of two ways to 
govern family property.  These are divided in to 
Community Property States, and Equitable 
Distribution States.  
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Community Property States
States such as California and Texas are community property states.  In those states, if you acquire 
property while married, your spouse owns an equal amount of the property even if their name is not on 
the title.  As an example, if you buy a car and register it under your name only., California and Texas will 
dictate that half of the car belongs to your spouse.

Equitable Division States
When a divorce takes place in an equitable division state, assets owned by a married couple are not 
automatically divided equally.  For example, the rental property that you and your spouse purchased may 
be divided based on each spouse’s contributions to the purchase prices as well as the costs associated with 
maintaining the property.  Such costs that you might not have realized can include something as simple as 
time spent collecting rent.

Divorce and Beyond 

The reality is that all partnerships, whether personal in nature or business, will ultimately come to an end.  
These will either come in the form of voluntary or involuntary separations.    Unless you plan ahead and 
take the necessary steps to protect your interests, you are leaving yourself exposed to creditors, predators, 
in-laws and outlaws.

You may think that a prenuptial agreement by itself is a comprehensive solution in cases of divorce.  
However, there are two problems with this approach that may not give you the protection you need.   
First is the legal execution of such agreements, and the second is the personal impact on the 
relationships.

While prenuptial agreements serve a specific purpose, they are subject to the interpretation of a court 
and in some states are watered down based on what a judge perceives to be fair.  Everything from the 
original drafting, negotiation and to the fairness of the agreement may be challenged.  In other words, you 
are still leaving it up to a judge to decide if it was appropriate.

The second inadequacy of a prenuptial agreement is personal in nature.  Imagine that your daughter 
meets Mr. Right. They are happily in love, and you are excited to bring him into the family.  You may even 
like your new in-laws.  Everything is going great and leading up to the big day your daughter asks your 
future son-in-law to sign a document.  All that registers in his mind at this point is that neither you nor 
your daughter trust him and thus putting the entire wedding is now in jeopardy.

While divorce may not be a concern for some, keeping assets separate has other practical benefits, such as 
keeping them outside the reach of bad actors in your new family member’s life.

For example, assume your son-in-law is an entrepreneur …a man after your own heart.  If one of his 
business deals goes bad, he has exposed himself to creditors. The creditors will demand to know what 
assets are available, which will include their family assets and also the assets that your daughter 
unintentionally commingled into his new mess.
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How To Protect Through Asset Protection Strategies 

Asset protection involves the utilization of the law to keep others from gaining access to your assets 
through civil judgments.  Let’s be clear: Asset Protection is NOT hiding money. That would be fraud, 
plain and simple. 

While there are certain steps that you can take to protect your assets yourself,  you will best be able to 
leverage the laws and strategies available by seeking the help of a specialized attorney and financial 
professional.

Take your personal residence as an example.  In Texas, a tool known as the Homestead Exemption, 
essentially bars your creditors from forcing the sale of your house to satisfy a judgment.  While that gives 
you a small layer of protection, you can enhance the level of protection by adding an Umbrella policy.   
Going even further, a qualified attorney can draft a separate property agreement and move the house to 
the spouse that has “less risk”.  Depending on your situation, an attorney may even suggest transferring 
your home to a qualified trust.

Certain assets that you may own are automatically protected, however, depending on the state, there may 
be limitations.   Keep in mind that state laws are not uniform and limits of protection may be drastically 
different across state lines.  As an example, in the state of Texas, cash values in life insurance policies enjoy 
total value protection.  Tex. Ins. Code § 1108.051.  Contrast that with a plaintiff-friendly state such as 
California, anything above the first $9,700 is available to creditors.  Cal. Code Civ. Pro. §§ 704.100(a)(b)
(c).  

Typically, tax qualified retirement plans, your homestead, cash values of life insurance and non-qualified 
annuities enjoy some levels of exemptions.  However, as stated above, there may be limitations.  For this 
reason, a qualified attorney working alongside a qualified financial professional can help with strategies to 
enhance the protection.

Conclusion 

While you cannot control what happens in the future, you can take steps now to remove certain and 
unnecessary risk from manifesting themselves or at least mitigating the damage that they can cause.  By 
properly planning ahead of time, you not only protect your and your family’s financial well being, but you 
can also ensure that the harmony with your future in-laws is not disrupted due to financial concerns.

Disclaimer: This material has been prepared for informational purposes only, and is not intended to provide, and 
should not be relied on for, investment, tax, legal or accounting advice. You should consult your own investment, tax, 
legal and accounting advisors before engaging in any transaction.  
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