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TOP-HAT PLANS

Former Company Executives May Proceed  
With Challenges to Top-Hat Plan Amendments

T he U.S. District Court for the Northern 
District of Georgia denies the defendant 
company’s motion to dismiss and allows 

plaintiffs to proceed with challenges to the defen-
dant top-hat plans, but the court grants the defen-
dants’ motion to dismiss for lack of standing on 
behalf of plaintiff former spouses.

The plaintiffs were a class of former employees 
of a computer and electronics company and par-
ticipants in several of the company’s top-hat retire-
ment plans for management and executives. The 
defendants originally included the company, the 
Compensation and Human Resource Committee, 
the senior vice president and chief human resourc-
es officer and the plan administrator of the plans. 
The court determines that the plan administrator 
was the only proper defendant and grants the de-
fendants’ motion to dismiss the other parties. 

The plans promised company executives they 
would receive lifetime pension payments upon 
retirement from the company. The plans also pro-
vided for surviving eligible spouses to be paid a 
portion of participants’ annuities following the 
participants’ death. After the company received a 
purchase offer from another corporation, the com-
pany’s board of directors established trusts and 
appointed an independent trustee to protect the 
benefits under the plans. However, the company 
later amended the plans, terminated the trusts and 
replaced the trustee with a company executive. The 
company then terminated the plans, made lump-
sum distributions to all participants and eliminated 
the accrued benefits of spouses who were married 
to the participants at retirement but later divorced. 

The plaintiffs filed suit seeking a declaration 
that the company breached its agreements and 
an order requiring the company to provide the 
benefits in accordance with the terms of the pre-
amendment provisions of the plans. Specifically, 
the plaintiffs alleged that the company breached 
the terms of the plans by eliminating the trusts 
and the independent trustee and then granting 

the power to make all decisions regarding benefits 
to itself. The company argued that the removal of 
the trust and independent trustee was merely pro-
cedural and did not adversely affect the plaintiffs’ 
accrued benefits under the plans. However, the 
court finds that where an employer administers its 
own plans and pays participants from its own as-
sets, it was plausible that a conflict of interest ad-
versely affected the plaintiffs’ benefits.

The plaintiffs also claimed that the defendants 
used an improper interest rate to calculate the lump-
sum distribution amounts in the Senior Executive 
Retirement Death and Disability Plan (SERP). The 
defendants argued that the interest rate issue wasn’t 
raised during the administrative appeal process, but 
the court explains that the Employee Retirement 
Income Security Act of 1974 (ERISA) does not pre-
clude the court from considering issues that were 
not raised during the administrative proceedings. 

Finally, the plaintiffs alleged that the company 
erroneously interpreted the definition of eligible 
spouse in the plans to include only those spous-
es who were married to participants on the date 
benefits commenced and the plans’ termination 
date, which deprived spouses who had divorced 
participants prior to termination from receiving 
any survivor benefits. The defendants asserted 
that the plaintiffs failed to establish constitutional 
standing on behalf of their former spouses under 
Article III of the U.S. Constitution. 

Based on the foregoing, the court denies the 
defendants’ motion to dismiss the plaintiffs’ claims 
for failure to exhaust administrative remedies and 
allows the plaintiffs to proceed with challenges to 
improper elimination of the trust and trustee and 
the use of an improper discount rate to determine 
present value. The court grants the defendants’ 
motion to dismiss for failure to adequately allege 
standing for the plaintiffs’ former spouses.  

Hoak et al. v. Ledford et al., No. 1:15-CV-03983-AT 
(N.D.Ga. September 27, 2016).


