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Plan Administrator Must Comply With Terms  
of Top-Hat Plan

T he U.S. District Court for the District of 
New Hampshire finds that the defendant 
administrator of a top-hat plan arbitrarily 

and capriciously interpreted the terms of the plan 
with respect to the timing and distribution of ben-
efits to the plaintiff former employee and re-
mands the case for further proceedings.

The defendants were a privately held engi-
neering company, the top-hat deferred compen-
sation plan sponsored by the company and the 
president of the company, who also acted as the 
plan administrator. The plaintiff was a highly 
compensated employee of the company who 
participated in the plan for four years.

The plan was adopted in 1988 but was ret-
roactively effective as of August 1, 1986. The 
plan awarded participants with annual bonuses, 
which the participants could elect to take at the 
end of that year or defer to a later date when, 
presumably, the participants would be in a lower 
tax bracket. If a participant deferred his compen-
sation, it was payable upon an “event of distribu-
tion” (e.g., upon reaching the age of 65) in the 
form of a lump sum or in equal installments for 
a period not to exceed ten years, as elected by 
the participant. When the plaintiff reached the 
age of 65 in 2014, he elected to receive his de-
ferred compensation of $60,000, along with any 
accrued interest, as a lump-sum payment. The 
plaintiff also requested an accounting of his de-
ferred compensation account.

Initially, the defendants refused to acknowl-
edge the plaintiff ’s entitlement to a benefit un-
der the plan because the participant had left 
the company nearly ten years earlier. Then, the 
defendants conceded that the plaintiff could 

receive his benefit for the 1989 plan year as a 
$15,000 lump sum and the $45,000 remain-
der payable in ten equal annual installments of 
$4,500. The court found nothing in the plan lan-
guage to support a distribution of benefits in this 
manner or allow the plan administrator to delay 
making benefit payments on the plaintiff ’s claim 
for several years.

The court remands the case to the plan  
administrator for further factual development 
and evaluation to determine how other par-
ticipants received their distributions, how the 
funds were held and whether interest accrued 
on those funds. In the meantime, the court 
finds that the plaintiff was entitled to an im-
mediate payment of $28,500, including the 
$15,000 benefit for 1989, and three installment 
payments of $4,500.

The court finds that the plan administrator’s 
initial denial of the plaintiff ’s application for 
plan benefits, as well as the plan administrator’s 
interpretation of the distribution provisions of 
the plan, were arbitrary and capricious.

Therefore, the court grants the plaintiff ’s mo-
tion for judgment on the administrative record 
and remands the matter to the plan administra-
tor to redetermine the plan distribution process, 
provide the plaintiff with a statement of his plan 
account and disclose the manner in which the 
plan held his funds. The court also awards costs 
and attorneys’ fees to the plaintiff because he was 
forced to bring action when the plan administra-
tor denied his benefits.     
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