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STOCK PLANS

Company Used Proper Valuation Date  
to Determine ESOP Account Value

T he U.S. District Court for the Northern 
District of Illinois holds that the defendant 
sponsor of an employee stock ownership 

plan (ESOP) did not breach its fiduciary duties or 
intend to deceive plan participants when it used 
the most recent valuation date to determine the 
value of the plaintiff former employee’s stock ac-
count.

The defendant was the parent organization 
of a group of diversified manufacturing compa-
nies and the sponsor of the company’s ESOP. The 
plaintiff was a former employee and a participant 
in the ESOP from December 2007 until his termi-
nation of employment on August 3, 2012.

In October 2013, the defendant exchanged the 
shares of company stock allocated to the plaintiff ’s 
account for cash at a value determined pursuant 
to the company’s most recent stock valuation in 
2012. After the exchange, the defendant then of-
fered a special one-time cash distribution to in-
active participants, such as the plaintiff, whose 
shares had been exchanged for cash. The plaintiff 
accepted the cash distribution offer.

In December 2013, the plaintiff claimed that 
his stock value should have been calculated as of 
the 2013 valuation date, which was significantly 
higher than the 2012 valuation. The defendant 
denied the claim, and the plaintiff filed suit for 
breach of fiduciary duty and improper denial of 
benefits under the Employee Retirement Income 
Security Act of 1974 (ERISA).

During the period between the plaintiff ’s ter-
mination of employment and the distribution 
of his ESOP account, the ESOP was amended to 
specify that the exchange rate to be used when 
purchasing stock allocated to terminated partici-
pants was “based on the value determined at the 
most recent valuation date.” The 2011 summary 
plan description (SPD) for the ESOP provided 
that if a participant ended his employment for 
reasons other than retirement, death or disabil-
ity, the participant’s distribution “may begin as 

soon as possible when the valuation is completed 
for the year after the year” the participant left the 
company.

The plaintiff averred that the ESOP amendment 
was improperly adopted and ineffectual as there 
was no proof of action by the company’s board of 
directors or a duly appointed designee. The court is 
unconvinced and finds that the administrative re-
cord supported the proper adoption of the amend-
ment. The plaintiff also argued that the terms of 
the SPD should take precedence over the amended 
ESOP. However, the court notes that in Cigna Cor-
poration et al. v. Amara et al., 563 U.S. 421 (2011), 
the U.S. Supreme Court firmly established that 
summary plan descriptions provide communi-
cations to beneficiaries about a plan but that the 
terms of the plan document prevail with respect to 
any discrepancies between the two documents.

The court finds no evidence that the defendant 
breached its fiduciary duties under ERISA Section 
502(a)(3) by failing to provide clear documents 
and information as there was no intent to disad-
vantage or deceive plan participants. The defen-
dant made no oral misstatements or mischarac-
terizations regarding the terms of the ESOP. In 
addition, the court finds that the ESOP itself was 
not ambiguous, even before the amendment was 
adopted. The ESOP stated that the defendant was 
authorized to purchase participants’ stock at fair 
market value at any time prior to distribution of a 
participant’s account, which is what the defendant 
did in this case.

The court also finds that the plaintiff ’s claim 
for denial of benefits was improper because the 
plaintiff sought monetary damages while ERISA 
Section 502(a)(3) only authorizes appropriate eq-
uitable relief.

Accordingly, the court grants the defendant’s 
motion for summary judgment.    

Lee v. Holden Industries, Inc., No. 1:15-cv-6405 
(N.D.Ill. November 21, 2016).


