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Court Reverses Position on Lifetime 
Retiree Health Care Benefits

T he U.S. District Court for the Eastern Dis-
trict of Michigan vacates its previous deci-
sion and finds that the plaintiff retirees are 

entitled to lifetime health care benefits from the 
defendant employer.

The plaintiffs were individuals who retired 
from the defendant company between July 1, 1994 
and April 1, 2005. The defendants included the 
foreign holding company of an agricultural equip-
ment manufacturer and its U.S. subsidiary.

On September 28, 2015, the court entered a 
judgment ruling that the defendants were not re-
quired to provide the plaintiffs with no-cost life-
time health care benefits in light of the decision 
by the U.S. Supreme Court in M&G Polymers 
USA, LLC v. Tackett. The court concedes that it 
committed a palpable error and reverses its rul-
ing based on consideration of substantial extrin-
sic evidence demonstrating that the union and 
the defendants intended to provide retirees and 
surviving spouses fully funded, lifetime health 
insurance benefits under the 1998 collective bar-
gaining agreement (CBA) between the union and 
the defendants.

The court explains that it erred in reading 
Tackett as suggesting that courts should not rely 
on language tying eligibility for contribution-free 
health care benefits back to the receipt of pension 
benefits. Instead, the court realizes that Tackett 
advised courts to apply “ordinary principles of 
contract law” and, under those principles, the par-
ties’ intention should be gathered from the whole 
instrument.

According to the court, contractual obligations 
generally cease upon termination of a CBA. How-
ever, the expiration of a contract does not release 
the parties from obligations that are fixed under 
the contract but have not been satisfied. In this 
case, the court concludes that the 1998 CBA pro-
vided that the group health insurance plan and the 

pension plan “ran concurrently.” The court finds 
that the defendants’ obligation to provide pension 
benefits did not cease upon expiration of the CBA. 
Moreover, since employees who retired on or af-
ter December 1, 2004 were required to contribute 
toward their retiree medical plans, it was obvious 
to the court that the defendants considered the 
pre-2004 retirees to be vested in their health care 
benefits. At the very least, the 1998 CBA created 
an ambiguity with respect to the parties’ intent be-
cause of the inclusion of specific durational claus-
es for other employee benefits but not the pension 
plan or retiree health insurance benefits.

On remand, the court also reviews other fac-
tors the U.S. Court of Appeals for the Sixth Cir-
cuit instructed the court to consider in assessing 
the reasonableness of modifications to the de-
fendants’ retiree health care benefits. Reasonably 
commensurate changes must mean, at a mini-
mum, changes that are not drastic. The court ob-
serves that, under the current plan, retirees make 
no premium payments and minimal copayments. 
Under the plan proposed by the defendants, re-
tirees would be required to pay significant pre-
miums and higher copayments. The defendants’ 
cost analysis of the proposed plan revealed that 
the plaintiffs would be far worse off and the cost 
shifting proposed was extreme. Therefore, the 
court does not consider the defendants’ proposed 
plan changes to be either “reasonably commensu-
rate” with the current plan or “reasonable in light 
of changes to healthcare.”

The court grants the plaintiffs’ motion for re-
consideration and motion for summary judgment 
and vacates its September 28, 2015 judgment. The 
court denies the defendants’ motion for summary 
judgment. 

Reese et al. v. CNH Industrial N.V. et al., No. 04-70592 
(E.D.Mich. November 9, 2015).
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