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PER CURIAM.

Defendant, Margaret Watson, appeds as of right from the trid court's order denying her motion
to st agde an entry of default and granting plaintiff's motion for entry of a default judgment. We

reverse and remand.

We review the trid court's refusd to set aside the entry of default for an abuse of discretion.
Park v American Casualty Ins, 219 Mich App 62, 66; 555 NW2d 720 (1996); Gavulic v Boyer,
195 Mich App 20, 24; 489 NW2d 124 (1992). A motion to set aside an entry of default may be
granted only if good cause is shown and an affidavit of meritorious defenseisfiled. MCR 2.603(D)(1);

Park, supra at 66-67. "Good cause sufficient to warrant setting aside a default or a default judgment
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includes. (1) a subgtantia defect or irregularity in the proceeding on which the default was based; (2) a
reasonable excuse for the failure to comply with requirements that created the default; or (3) some other
reason showing that manifest injustice would result if the default or default judgment were dlowed to

gand." Park, supra at 67; Gavulic, supra at 24-25.

Defendant argues that the trid court abused its discretion by refusing to set aside the entry of
default because she paid costs as previoudy ordered by a visiting judge, the decison was improperly
based on an assumption that she was judgment-proof, and the default proceedings were substantialy
defective insofar as plaintiff faled to provide defendant with notice of the entry of default. Defendant
further argues that there was good cause to st aside the default judgment. Specificdly, despite
knowing defendant's out- of-state address and phone number, plaintiff obtained subgtituted service by
posting and ddivery in Michigan. Consequently, defendant had no actud natice of the lawsuit or a copy
of the summons and complaint. As evidence that she had a meritorious defense to plaintiff's cam,
defendant provided the tria court with a copy of a lease showing that the subject premises had been

leased to atenant who had agreed to maintain them, indluding the stairs on which plaintiff dlegedly fell.

After carefully reviewing the record, we agree that defendant established both good cause and a
meritorious defense for setting aside the default. The facts dleged in defendant's affidavit, if proven a
trid, would preclude ligaility on plaintiff's cdams. Further, defendant showed that the lack of notice was
asubgtantial defect in the proceedings and that manifest injustice would result if the default were alowed
to stand. Findly, the record shows that the tria court believed defendant to be judgment- proof when it
decided to let the default judgment stand, and it counted this factor as weighing againgt defendant's
motion to set the judgment aside. However, defendant’s ability to pay the judgment entered againgt her
does not bear on the merits of her motion to set asde the default judgment. Therefore, the trid court

abusad its discretion in consdering defendant's ability to pay when it denied her motion.



Reversed and remanded for further proceedings consistent with this opinion. We do not retain
jurisdiction.
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