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RETIREE   
HEALTH BENEFITS

Court Considers Employer’s  
Benefit Plan Changes

T he United States Court of Appeals for the 
Sixth Circuit reviews changes to a retiree 
benefits plan documented in a settlement 

agreement and orders previous benefits to be rein-
stated.

In 1992, the defendant company sought to re-
duce its costs for retired employee health and life 
insurance benefits. A class action was initiated 
against the defendant challenging its right to alter 
such benefits. The district court approved a settle-
ment agreement between the parties. The district 
court entered judgment adopting the agreement as 
a consent decree while retaining continuing juris-
diction over the parties for the purposes of enforc-
ing and administrating the agreement.

The settlement agreement established a retiree 
health and life insurance plan (the plan). The plan 
was detailed in a summary plan description, which 
described two different plans for participants: a 
plan for those who are Medicare-eligible and a plan 
for those who are not. The agreement also provided 
a prescription drug benefit.

In 2006, the Medicare Prescription Drug, Im-
provement, and Modernization Act of 2003 became 
effective. The defendant sent a letter to all Medicare-
eligible retirees stating that Medicare beneficiaries 
could stay in their current plan and choose not to 
enroll in Medicare Part D because their current 
coverage equaled or exceeded the Medicare drug 
benefit. Subsequently, in 2010, the defendant an-
nounced that such participants would receive pri-
mary prescription drug coverage through Medicare 
Part D. This change would require participants to 
pay the Medicare Part D premiums as well as pre-
scription drugs not covered by a separate plan, even 
if such drugs were previously covered under the 
settlement agreement’s prescription drug benefit.

The plaintiffs initiated a class action to com-
pel the defendant to comply with the settlement 
agreement. The district court granted the plaintiffs’ 
motion for an injunction, determining that the de-
fendant was without authority to unilaterally sub-

stitute Medicare Part D for the prescription drug 
benefit adopted in the agreement. The defendant 
then filed this appeal.

The Sixth Circuit first addresses the appropriate 
level of review of the district court’s interpretation 
of the consent decree. The defendant contends that 
because the district court judge who issued the or-
der did not personally draft the settlement agree-
ment, his interpretation of the consent decree is 
due no deference. The Sixth Circuit finds, however, 
that while the district court judge did not person-
ally draft the consent decree, he “oversaw and ap-
proved” the consent decree and later interpreted the 
same consent decree. Thus, the Sixth Circuit con-
cludes that his interpretation “deserves deference.”

The Sixth Circuit then considers whether the de-
fendant, as the plan fiduciary, had discretionary au-
thority to construe and interpret the plan. While the 
defendant argues that the plan grants it broad discre-
tionary authority to construe and interpret the plan, 
the court disagrees. The court finds that the specific 
grant of authority in the plan “fails to meet the discre-
tionary authority requirements of being ‘express’ and 
‘clear.’ ” Rather, the court finds that the discretionary 
authority to construe and interpret the plan lies with 
a special committee, as identified in the plan. Ac-
cordingly, the court will not review the defendant’s 
interpretation of the plan with any discretion.

continued on page 57
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Court Considers Age Discrimination
continued from previous page

The court also notes that there is no evidence in the 
record of dissatisfaction with the plaintiff ’s work. 
Overall, the court finds that a juror could find the de-
fendant’s proffered reasons for the termination pre-
textual, and remands this issue to the district court.

The Sixth Circuit then considers the plaintiff ’s 
claim of disability discrimination under ADA. 
While the district court determined that the plain-
tiff established a prima facie case for disability 
discrimination but granted summary judgment 
to the defendant for lack of evidence of pretext, 
the Sixth Circuit concludes that the plaintiff has 
not even established a prima facie claim. The Sixth 
Circuit notes that the district court relied on the 
temporal connection between the plaintiff ’s sub-
mission of the July 2009 insurance form and his 
termination as the basis for the inference of dis-
crimination. However, the Sixth Circuit notes that 

the July 2009 insurance form did not include any 
new information about the plaintiff ’s wife and, 
therefore, cannot be the basis for an inference of 
discrimination. The court concludes that there 
is no evidence, beyond the plaintiff ’s allegations, 
that his wife’s medical expenses were relevant to 
the defendant’s termination decision.

Finally, the Sixth Circuit considers the plain-
tiff ’s claim for interference with ERISA benefits. 
On this claim, the court notes that the plaintiff 
must allege that the defendant “had a specific 
intent to violate ERISA.” While inferences of dis-
crimination are sufficient for establishing prima 
facie cases of age discrimination and ADA claims, 
the court notes that this claim requires specific 
evidence showing that the desire to reduce medi-
cal costs motivated his termination. As no such 
evidence exists in the record, the court affirms the 
dismissal of the plaintiff ’s ERISA claim.  

Gaglioti v. Levin Group Inc., No. 11-3744 (6th Cir. Dec. 
13, 2012).

Court Considers Plan Changes
continued from page 54

In considering whether the settlement agreement 
authorized the defendant to substitute Medicare Part 
D for certain benefits, the Sixth Circuit reviews the 
four corners of the document. The court notes that 
the agreement specifically states that the defendant’s 
authority to make amendments to the benefit struc-
ture is limited to “non-material technical and admin-
istrative amendments thereto . . . [and that] no such 
amendment shall adversely affect the level of benefits 
to any class member.” In addition, the court notes that 
the named committee has the “sole discretion” to re-
design plan benefits in the event of legislative changes 
to Medicare or to the extent it may deem appropriate. 
Based on these explicit terms in the agreement, the 
court finds that only the committee was authorized 
to implement Medicare Part D and the defendant’s 
actions were in “direct contradiction to these powers, 
rights and duties.”

After concluding that the defendant did not 
have the authority to implement Medicare Part D 
and alter the prescription drug program, the Sixth 
Circuit considers the defendant’s argument that the 
district court erred by requiring it to retroactively 
reinstate the former prescription drug benefits. 
The Sixth Circuit finds that the district court was 
within its authority in ordering reinstatement of 
the benefits. The Sixth Circuit notes that the settle-
ment agreement specifically provides that the dis-
trict court holds “exclusive jurisdiction to resolve 
any disputes relating to or arising out of or in con-
junction with the enforcement, interpretation or 
implementation of [the settlement agreement.]” It 
also finds that an evidentiary hearing was unneces-
sary based on the district court’s legal determina-
tions and factual findings. Thus, the Sixth Circuit 
affirms the district court’s decision to retroactively 
reinstate the former prescription drug benefit.  

Shy et al. v. Navistar International Corporation et al., 
Nos. 11-3215/4143 (6th Cir. Dec. 14, 2012).




