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SUMMARY

The Alaska Supreme Court reviewed the division of property in the Krizes' divorce. It held that
depositing income from Robert Krize's separate-property lease into a joint account was insufficient
evidence to transmute future lease income into marital property, and it reversed the valuation of the
parties' charter boat business as clearly erroneous. The court also addressed the permissible
consideration of virtually certain inheritances in property division and remanded for further
proceedings.
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QUESTIONS PRESENTED

1. Whether depositing income from Robert's separate-property ground lease into the parties' joint account
was sufficient evidence of intent to transmute future lease income into marital property.

2. Whether the superior court clearly erred in valuing Alaska Viking Cruises at $50,000 without a
principled valuation method or reliable evidence.

3. Whether a trial court may consider a prospective inheritance when equitably dividing marital property.

4. Whether the superior court erred in dividing the Mexican real estate and in considering the parties'
health-insurance circumstances.

HOLDINGS

1. Depositing lease payments from separate property into a joint account, without evidence of an intent to
assign future lease proceeds to the marital estate, is insufficient to transmute future lease income into
marital property.

2. The superior court clearly erred by valuing the charter-boat business at $50,000 without reliable
evidence or a principled valuation method.

3. A trial court may consider a prospective inheritance in dividing marital property only when the
inheritance concerns an immediate family member, is virtually certain rather than merely possible, and is
treated as one factor without inordinate weight.

4. The superior court did not abuse its discretion by awarding Judy one of the Mexican properties rather
than enforcing the parties' uncertain pretrial understanding concerning their division.

5. The superior court considered the statutory health-insurance factor, but on remand Robert may present
evidence of his insurance costs, which the superior court must consider in the final property division.

KEY QUOTATIONS

“Transmutation requires intent, as demonstrated through conduct, to change the character of property from
separate to marital.” (485)

“Simply placing funds earned from separate property in a joint account, whether on a regular basis as here,
or periodically as in Sampson, is insufficient to evince intent to transmute separate property into marital
property.” (486)

“We held that valuation must be based on "one or more principled methods of valuation," not mere
speculation” (487)

“An absolute prohibition on considering prospective inheritance is unwarranted, but we think any such
consideration (1) must be limited to immediate family members, (2) must be limited to inheritances that are
not just possible but virtually certain, and (3) must treat the prospect as simply one factor and not give it
inordinate weight.” (490)



FACTUAL BACKGROUND

Robert and Judy Krize were married for thirty-one years before divorcing in 2005. Robert received Fairbanks
real property from his parents in 1999, and a Wells Fargo ground lease on that property generated income
deposited into the parties' joint account during the marriage. The superior court treated future lease income as
marital property and valued the parties' jointly owned charter-boat business at $50,000, although the business
had made a profit in only one year. The parties also disputed the treatment and division of other property and
Robert's prospective inheritance and health-insurance costs.

PROCEDURAL HISTORY

The superior court recognized Robert's Fairbanks real property as separate property but classified future lease
income as marital property based principally on Robert's direction that lease payments be deposited into the
parties' joint account. It valued the parties' charter boat business, Alaska Viking Cruises, at $50,000 and divided
other property, including Mexican real estate. The Alaska Supreme Court vacated the judgment and remanded
for further proceedings concerning classification, valuation, equitable allocation, possible invasion of separate
property, and health-insurance costs.

DISPOSITION

vacated

REMAND INSTRUCTIONS

Remand for further proceedings consistent with the opinion. The superior court may reconsider valuation and
equitable allocation, including whether equity requires invasion of Robert's separate property; must use a
principled method to value Viking and explain that method; may conduct discovery concerning Robert's
prospective inheritance and determine what interests have vested; and must consider evidence of Robert's health-
insurance costs.
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