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SUMMARY

The Tennessee Supreme Court addresses the classification and division of premarital and marital
interests in the parties’ 401(k) accounts and defined-benefit pensions in a divorce proceeding. The
Court holds that 401(k) accounts are employment-related retirement or fringe benefits, that net
increases in value during the marriage are marital property, and that premarital balances remain
separate property. The Court also holds that a single withdrawal for marital purposes did not transmute
the entire 401(k) account and upholds division of the pensions based on monthly benefit payments.
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PROCEDURAL POSTURE Husband appealed the classification and division of the parties' 401(k)
accounts and defined-benefit pensions in a divorce proceeding. The
Tennessee Supreme Court granted permission to appeal under
Tennessee Rule of Appellate Procedure 11.

STANDARD OF REVIEW Classification of property as separate or marital is a question of fact
reviewed de novo with a presumption of correctness. Trial-court legal
conclusions receive no presumption of correctness. Decisions
concerning division of marital assets are given great weight and will
not be disturbed unless unsupported by the evidence, based on a
misapplication of statutory requirements or procedures, or infected by
legal error. The equitable division of marital pension benefits is
reviewed for abuse of discretion and upheld unless clearly
unreasonable.
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QUESTIONS PRESENTED

1. Whether employer-sponsored 401(k) accounts are retirement or other fringe-benefit rights relating to
employment under Tennessee Code Annotated section 36-4-121(b)(1)(B).

2. Whether the entire net increase in the 401(k) accounts during the marriage, including appreciation
attributable to premarital balances, is marital property.

3. Whether Husband's withdrawal of $180,000 for a marital purpose transmuted his entire 401(k) account,
including the premarital balance, into marital property.

4. Whether the trial court was required to value the parties' currently payable defined-benefit pensions by
present cash value rather than by the monthly payments being received.

HOLDINGS

1. A 401(k) account held through a spouse's employer is a retirement or other fringe-benefit right relating
to employment under Tennessee Code Annotated section 36-4-121(b)(1)(B).

2. The entire net amount by which the parties' employer-sponsored 401(k) accounts increased in value
during the marriage, regardless of whether the increase resulted from active contributions or passive
investment appreciation and regardless of whether it was attributable to premarital balances, is marital
property.

3. Husband's withdrawal of $180,000 from his 401(k) account for the purchase of a marital home did not
transmute the entire account, including the premarital balance, into marital property.

4. The trial court did not abuse its discretion by dividing the marital portions of the parties' defined-benefit
pensions according to the monthly payments each spouse was receiving rather than by calculating
present cash values.

KEY QUOTATIONS

“If the property at issue is deemed to fit within this second clause of (b)(1)(B), then the entire net increase in
value of that property that accrues during the marriage, through whatever means or methods, is deemed
marital, even if the property contains an element of separate property.” (at 251)



“We clarify today that 401(k) accounts held through a spouse’s employer are “retirement or other fringe
benefit rights relating to employment.”” (at 252)

“Accordingly, net gains from any source accruing in such accounts during a marriage are all marital
property within the meaning of the second clause of section 36-4-121(b)(1)(B), and it is not necessary to
consider the relative contributions of the parties to the increase in value.” (at 252)

“There is no basis for concluding that Husband’s withdrawal of the $180,000 for the marital home
transmuted his premarital balance into marital property.” (at 257)

FACTUAL BACKGROUND

The parties married in July 1982, each having an Alcoa 401(k) account established before marriage. Husband's
premarital balance was approximately $54,000 and Wife's was approximately $17,000; both continued making
contributions and received employer contributions during the marriage. At divorce, Husband's account was
approximately $2.301 million and Wife's approximately $691,000, and Husband had withdrawn $180,000 during
the marriage toward the purchase of the marital home. Both parties were also receiving defined-benefit pension
payments when the trial court divided the marital portions of their pensions by equalizing monthly payments.

PROCEDURAL HISTORY

The trial court granted the parties a divorce and reserved division of their 401(k) accounts and defined-benefit
pensions. It classified each premarital 401(k) balance as separate property, classified all growth during the
marriage as marital property, divided the marital growth equally, and divided the marital pension benefits by
equalizing the monthly payments. The Court of Appeals held that not all 401(k) growth was marital, concluded
that Husband's withdrawal transmuted his entire account into marital property, remanded concerning Wife's
account, and affirmed the pension ruling. The Tennessee Supreme Court affirmed in part and reversed in part.
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