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SEE THE CIRCULAR 230 DISCLAIMERS APPENDED TO  

THE CONCLUSION OF THIS WASHINGTON REPORT. 

In CIGNA Corp v. Amara, 563 U.S. ____ (2011), the United States Supreme 

Court unanimously (without Justice Sotomayor who did not participate in the case) 

ruled that, notwithstanding misrepresentations made by CIGNA regarding the 

conversion of a traditional pension plan to a cash balance plan, reformation of the 

plan document is not a permissible remedy under ERISA § 502(a)(1)(B).  In the 

Court's view, that section, which authorizes claims for the recovery of benefits under 

the terms of an employee benefit plan, is not  applicable here.  The Court, however, 

holds open the possibility of reformation as a remedy under another statutory 

provision, ERISA § 502(a)(3), respecting "other appropriate equitable relief". 

 

Prior to 1998, CIGNA sponsored a traditional pension plan under which a participant was entitled 

to a benefit of up to 60% of final salary upon retirement.  In November 1997, CIGNA sent a notice to 

employees informing them that it intended to implement a cash balance plan.  The old plan would end on 

December 31, 1997.  Eleven months later, CIGNA then filled in the details regarding the new cash balance 

plan.  Each year, CIGNA would contribution to the employee's individual account under the cash balance 

plan an amount equal to between 3 and 8.5% of the employee's salary, depending upon age, length of 

service and certain other factors.  CIGNA stated that it would make an initial contribution to the new cash 

balance plan for those who were participants in the old plan.  The initial contribution was calculated by 

http://www.aalu.org/
http://aaluwr.org/majorrefs/Ref11-51.pdf
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determining the annuity to which the participant was entitled at retirement, based upon service and 

compensation as of December 31, 2007.  The amount necessary to purchase that annuity at retirement age 

was determined and then discounted to its present value as of December 31, 2007.  Upon retirement, 

participants in the old plan were guaranteed to receive the greater of: (1) the annuities to which they were 

entitled under the old plan as of January 1, 2008 or (2) the annuities based upon the amount in the their 

accounts under the new plan. 

 

At trial, District Court found that CIGNA's initial descriptions of its new plan were significantly 

incomplete and misled its employees.  Specific problems cited by the District Court include the fact that the 

initial notice indicated that the new plan (i) would significantly enhance CIGNA's retirement program; (ii) 

produce an overall improvement in retirement benefits; (iii) would provide the same benefit security with 

steadier benefit growth; and (iv) each participant in the old plan would receive an initial deposit into the 

new plan representing the full value of the benefit earned before 1998. 

 

The inconsistencies found by the District Court include that the initial contribution failed to take 

into account an early retirement subsidy and furthermore was discounted to take into account the 

probability that the employee would survive until retirement.  Unlike participants, beneficiaries were not 

entitled to the guarantee relating to participants in the old plan; beneficiaries would receive only the 

amount in the employee's individual account.  Finally, the new plan shifted the risk of a fall in interest rates 

from CIGNA to its employees.  Under the old plan, CIGNA had to purchase an annuity that paid a specific 

sum, whereas under the new plan the annuity purchased was equal to the sum of the participant's individual 

account balance under the new plan. 

 

Based upon these findings, the District Court found numerous ERISA violations.  Furthermore, the 

District Court determined that the plaintiffs had presented enough evidence to show "likely harm" and that 

CIGNA had not rebutted that presumption.  As a remedy, the District Court reformed the plan document to 

provide that participants in the old plan were not entitled to just the greater of: (1) the annuities to which 

they were entitled under the old plan as of January 1, 2008 or (2) the annuities based upon the amount in 

their accounts under the new plan; rather such participants were entitled to the sum of those elements.  

Additionally, the District Court ordered CIGNA to reform its records to reflect the reformed plan document 

and pay appropriate benefits to the participant who had already retired.  The District Court held that this 

type of remedy was authorized under ERISA § 502(a)(1)(B).  The District Court did not answer the 

question of whether this remedy was also specifically permitted for ERISA § 502(a)(3) actions since relief 

was already available under 502(a)(1)(B) and out of concern that prior Supreme Court rulings had limited 

the kinds of relief available under 502(a)(3). 

 

On appeal, the U.S. Court of Appeals for the Second Circuit affirmed the District Court's ruling. 

 

A. The Supreme Court's Holding 

 

The main issue for the Supreme Court arose in determining whether the notice violations caused the 

employees sufficient injury to warrant legal relief under 502(a)(1)(B).  Before the Court could get to that 

question, however, it had to determine whether 502(a)(1)(B) authorized the type of remedy granted by the 

District Court, namely the reformation of the Plan document and the requirement that the Plan 

administrator enforce the terms of the plan document as reformed by the District Court. 

 

The Supreme Court, in an opinion written by Justice Breyer for himself and five other Justices, held 

that 502(a)(1)(B), providing the participant the ability to make a claim for benefits due under a plan, does 

not authorize the equitable remedies granted by the District Court.  Consequently, the case was remanded 

back to the District Court. 
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Before remanding the case, however, the Supreme Court analyzed whether the relief granted 

by the District Court is an appropriate remedy under 502(a)(3) for the violations in this case.  The Supreme 

Court noted in the majority's opinion drafted by Justice Breyer (and joined by five other Justices) that the 

relief entered by the District Court closely resembled three traditional equitable remedies: (1) the power to 

reform the plan document compares to the remedy of reformation of a contract to prevent fraud; (2) 

holding CIGNA to what it had promised compares to estoppel, which aims to place the aggrieved party in 

the position he or she would have been had the representations been true; and (3) injunction requiring the 

plan administrator to pay the retired beneficiaries money owned them under the plan as reformed compares 

to the surcharge remedy available to compensate for loss resulting from a trustee's breach of duty.  

Therefore, the Supreme Court stated, it was ERISA § 502(a)(3) (not § 502(a)(i)(B)) that would authorize 

the type of relief granted by the District Court. 

 

The Supreme Court then went into the analysis of whether a showing of "likely harm" is sufficient 

enough to entitle plan participants to recover benefits based on faulty disclosures.  In its opinion, the 

Supreme Court noted that the law of equity does not generally require that "detrimental reliance" be 

proven.  The Supreme Court later goes on to state that to obtain equitable relief for notice violations the 

plaintiff need only show that the violation injured him or her. 

 

In ruling that the District Court's relief was not permitted under 502(a)(1)(B), the Supreme Court 

analyzed whether summary plan descriptions (SPDs) or summaries of material modifications (SMMs) are 

considered a part of a plan document when determining the benefits to which a participant is entitled when 

making a claim for benefits under 502(a)(1)(B).  The Supreme Court stated that SMMs and SPDs are not 

considered plan documents for purposes of claims for benefits under 502(a)(1)(B) and consequently 

enforcing the terms of such documents is not appropriate for claims under 502(a)(1)(B). 

 

B. The Concurring Opinion 

 

As noted by Justice Scalia in his concurring opinion (joined by Justice Thomas), once the Supreme 

Court found that 502(a)(1)(B) did not authorize the remedies granted by the District Court, it did not need 

to answer the question of whether 502(a)(3) authorized such relief.  The District Court had not ruled on 

whether 502(a)(3) applied to the facts of this case.  Justice Scalia states that it is not the normal practice of 

the Supreme Court to decide issues that a lower court "need not, and does not, decide," and that there was 

nothing special about this case that should require the Court to deviate from this practice.  Scalia 

characterizes the discussion regarding 502(a)(3) as "purely dicta" that neither the District Court nor any 

other court has an obligation to follow. 

 

Although the Supreme Court has previously addressed the relief available under 502(a)(3), many 

issues remain.  (See our Bulletins Nos. 00-53, 96-28 and 93-48 summarizing cases in which ERISA § 

502(a)(3) was addressed by the Supreme Court.)  The precedential value of the Court's discussion 

regarding remedies available under ERISA § 502(a)(3) remains unclear. 

 

 

Any AALU member who wishes to obtain a copy of CIGNA v. Amara may do so through the 

following means: (1) use hyperlink above next to “Major References,” (2) log onto the AALU website at 

www.aalu.org and enter the Member Portal with your last name and birth date and select Current Washington 

Report for linkage to source material or (3) email Anthony Raglani at raglani@aalu.org and include a 

reference to this Washington Report. 

 

In order to comply with requirements imposed by the IRS which may apply to the Washington Report as 

distributed or as re-circulated by our members, please be advised of the following: 

http://www.aalu.org/
mailto:raglani@aalu.org
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THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT CANNOT 

BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY THAT MAY BE 

IMPOSED BY THE INTERNAL REVENUE SERVICE. 

In the event that this Washington Report is also considered to be a “marketed opinion” within the meaning 

of the IRS guidance, then, as required by the IRS, please be further advised of the following: 

 

THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 

MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 

ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 

ADVICE FROM AN INDEPENDENT TAX ADVISOR. 

 

 

                                                                             
The mission of AALU is to promote, preserve and protect advanced life insurance planning  

for the benefit of our members, their clients, the industry and the general public. 

 

For more information about how AALU’s advocacy efforts help protect your business and the 

advanced life insurance marketplace, visit our website at www.aalu.org, or  

call toll free 1-(888)-275-0092. 

http://www.aalu.org/

