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TOP-HAT PLANS

Court Splits Decision in Dispute Over  
Denial of Executive Severance Benefits

T he U.S. Court of Appeals for the First Cir-
cuit holds that the defendant plan adminis-
trator’s denial of benefits to the plaintiff 

executive was entitled to judicial deference but 
vacates the district court’s holding on the plain-
tiff ’s benefit interference claim. 

The plaintiff was a former officer of a specialty 
paper products company that sponsored an execu-
tive “top-hat” severance plan. The company and plan 
were the defendants in the case. The plan was de-
signed to provide severance benefits to designated 
executives who were involuntarily terminated or 
who left for good reason, e.g., a reduction in salary or 
substantial changes to the employee’s job responsibil-
ities. The compensation committee of the company’s 
board of directors served as plan administrator. 

The company’s chief executive officer (CEO) 
asked the plaintiff to temporarily move to another 
state to serve as team manager of a special project. 
After considering the move, the plaintiff called the 
CEO to express his concerns. After a heated ar-
gument, the plaintiff offered to retire effective im-
mediately. A human resources representative later 
advised the plaintiff that if he retired, he would 
not be eligible for severance under the plan. Af-
ter receiving his proposed benefit calculations, the 
plaintiff notified the CEO that he had no intention 
of resigning from the company and any termina-
tion of his employment would be considered in-
voluntary. Approximately a month later, the plain-
tiff terminated employment but characterized his 
retirement as “involuntary.” The plaintiff filed a 
claim for severance benefits, but the compensa-
tion committee rejected his claim on the basis that 
the plaintiff had voluntarily resigned his employ-
ment without “good reason.” 

The plaintiff filed suit in district court and 
sought to recover benefits allegedly due him un-
der Section 502(a)(1)(B) of the Employee Re-
tirement Income Security Act (ERISA). He also 
claimed the defendants interfered with his pro-
tected right to benefits under ERISA Section 510 

by terminating his employment against his will 
and labeling it as retirement in order to deprive 
him of severance benefits. After review of the ad-
ministrative record, the district court granted the 
defendants’ motion for summary judgment. The 
district court held that the committee’s decision 
to deny the plaintiff ’s claim was neither arbitrary 
nor capricious and was supported by substantial 
evidence in the record. They also determined the 
plaintiff could not establish he had suffered an ad-
verse employment action leading to interference 
with a protected right.

On appeal, the plaintiff urged the court to 
abide by the decisions of the U.S. Courts of Appeal 
for the Third and Eighth Circuits, which have held 
that top-hat plans, such as the company’s sever-
ance plan, should be treated as unilateral contracts 
and reviewed in accordance with ordinary con-
tract principles. The court disagrees because the 
distinction between top-hat plans and qualified 
plans had no meaning where the company gave 
the compensation committee discretion to review 
benefit claims and interpret the plan. The plaintiff 
also argued the committee’s decision to deny his 
claim was tainted by a conflict of interest and the 
defendants’ desire to retaliate against the plaintiff 
in violation of Section 510. The court views the 
plaintiff ’s belated disavowal of his retirement as a 
specious attempt to collect severance and opines 
that the administrative record accurately por-
trayed both sides of the argument about the plain-
tiff ’s intent to retire. However, the court finds the 
district court erred by failing to consider whether 
the company acted with the specific intent to de-
prive the plaintiff of benefits. Therefore, the court 
holds that the defendants’ decision was not an 
abuse of discretion but vacates the district court’s 
dismissal of the plaintiff ’s Section 510 interference 
of benefits claim.  

Niebauer v. Crane & Co., Inc. et al., No. 14-2059 (1st 
Cir. April 21, 2015).
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