
benefits magazine may 201664

legal & legislative reporter

 
Other Recent Decisions

BENEFIT LITIGATION

University of Wisconsin Hospitals  
and Clinics Authority v. Costco  
Employee Benefits Program

The U.S. District Court for the Western District of 
Wisconsin holds that the plaintiff hospital’s pay-
ment claims from an insurance company do not 
give it standing to bring suit against the defen-
dant employee benefits plan. The defendant was 
an employer-sponsored benefit plan that provided 
health care benefits under a policy administered 
by a major insurance company. The plaintiff was 
the hospital that provided medical services to a 
particular plan participant in 2013. The insurance 
company refused to pay for the services on the 
ground that it did not receive prior notification 
of the procedures performed on the participant. 
The plaintiff completed all claims-and-appeal pro-
cedures required by the plan and then filed suit 
for benefits under Section 502(a)(1)(B) of the Em-
ployee Retirement Income Security Act (ERISA). 
The court explains that since the plaintiff is not a 
“participant” under ERISA Section 502(a)(1)(B), 
the plaintiff must demonstrate its right to bring a 
lawsuit as a plan “beneficiary.” The court notes that 
a provider can become a beneficiary for purposes 
of ERISA if it is designated by either the plan or 
a plan participant entitled to a benefit under the 
plan. The plaintiff conceded that the participant 
never assigned his right under the plan to the 
plaintiff and therefore cannot claim to be the par-
ticipant’s assignee. However, the plaintiff argued 
that it was entitled to a direct payment under the 
plan. The court finds that the plaintiff ’s argument 
fails because the plan did not provide that the 
plaintiff was entitled to direct payment from the 
defendant or the insurance company for the ser-
vices it provided. In addition, a provider’s right to 
obtain a direct payment from a third-party insur-
ance company does not make it a “beneficiary” for 
ERISA purposes. The court states that the plain-

tiff ’s argument that it is an “authorized represen-
tative” also failed because an ERISA beneficiary is 
someone who is actually entitled to a benefit, not 
merely someone authorized to vindicate another 
party’s right to benefits. Therefore the court grants 
the defendant’s motion to dismiss, and the plain-
tiff ’s claim is dismissed with prejudice. No. 15-cv-
412-bbc (W.D.Wis. December 23, 2015).

BENEFIT LITIGATION

Turner et al. v. Allstate Insurance Company
The U.S. District Court for the Middle District 
of Alabama grants the plaintiff former employ-
ees of the defendant insurance company a lim-
ited injunction with respect to their dispute over 
retiree insurance benefits. The defendant was a 
major insurance company. The plaintiffs were 
former employees of the defendant who alleged 
that the defendant promised to provide them with 
company-paid retiree life insurance at no cost. 
In July 2013, the defendant notified participants 
that it would no longer pay the premium on life 
insurance policies after 2015. The named plaintiff, 
individually and on behalf of all others similarly 
situated, filed a motion for a preliminary injunc-
tion requiring the defendant to continue the life 
insurance benefits. Also pending before the court 
was a motion for a second group of participants 
to join in the motion for preliminary injunction. 
The defendant moved to strike as to the unnamed 
members of the putative classes in both cases, and 
the cases were consolidated. The court finds that 
the plaintiffs demonstrated a substantial likeli-
hood that they will prevail on their claim alleg-
ing breach of fiduciary duty under the Employee 
Retirement Income Security Act. In addition, the 
plaintiffs showed that they were likely to suffer ir-
reparable injury unless the injunction was issued, 
and the balance of the equities weighed strongly 
in the plaintiffs’ favor. The court orders that the 
plaintiffs’ motion for a preliminary injunction is 
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granted and the defendant is enjoined from dis-
continuing or canceling life insurance policies or 
otherwise interfering with the existence or en-
forceability of said policies after December 31, 
2015, but only as applied to the named plaintiffs in 
the two consolidated cases because class certifica-
tion was not yet granted. The court also grants the 
defendant’s motion to strike as to the unnamed 
putative class plaintiffs. No. 2:13-CV-685-WKW 
(WO) (M.D.Ala. December 29, 2015).

CLASS ACTIONS

Adedipe et al. v. U.S. Bank,  
National Association et al.
The U.S. District Court for the District of Min-
nesota holds that a class of plaintiff pension plan 
participants’ challenge to the defendant bank’s in-
vestment strategy is moot since the plan became 
overfunded. The defendants included a bank, its 
parent company and multiple individual direc-
tors. The plaintiffs were a class of participants in 
a pension plan sponsored by the defendants. The 
plan became underfunded in 2008 and remained 
so until 2012. The plaintiffs filed suit alleging that 
by investing all of the plan assets in equities, the 
defendant caused the plan to lose $1.1 billion in 
the 2008 market downturn. However, the court 
notes that the plan’s funding target attainment 
percentage (FTAP) exceeded 100% for 2014 and 
2015. The key question in the case was whether 
the court retained jurisdiction under Article III 
of the U.S. Constitution since the plan became 
overfunded. The Employee Retirement Income 
Security Act (ERISA) includes minimum funding 
requirements that are relevant measures for as-
sessing whether a plan has a surplus for purposes 
of Article III jurisdictional analysis. The plaintiffs 
contested the defendants’ conclusion that the plan 
was overfunded because the FTAP is not the only 
relevant measure for whether the plan has a sur-
plus. They noted that the plan funding ratio with-

out adjusted interest rates was 80% for 2014, and 
the financial reporting ratio was 60% as of De-
cember 31, 2014. The court finds the plaintiffs did 
not allege or offer any evidence to suggest that the 
defendant was incapable of meeting the minimum 
funding obligations or paying the Pension Benefit 
Guaranty Corporation’s insurance premiums that 
ERISA imposes for purposes of bolstering the fi-
nancial soundness of underfunded defined benefit 
plans. The plaintiffs also argued that regardless of 
the plan’s funding levels, they continued to have 
an Article III interest because the defendants al-
legedly breached their fiduciary duties to the plan. 
The plaintiffs sought the restoration of losses to 
the plan caused by the defendants’ alleged viola-
tions of ERISA Section 405, the disgorgement of 
any profits, ill-gotten gains or fees the defendants 
obtained through the use of plan assets in viola-
tion of ERISA Sections 404 and 406. However, the 
court notes that any money that could be awarded 
would simply add to the plan’s surplus and the 
plaintiffs would have no interest in any monetary 
relief. Therefore, the court finds that the plan’s sur-
plus defeated the plaintiffs’ claims. Accordingly, 
the court grants the defendants’ motion to dismiss 
for lack of standing, and the case is dismissed as 
moot. No. 0:13-cv-02687-JNE-JJK (D.Minn. De-
cember 29, 2015).

RETIREE HEALTH CARE

Zino et al. v. Whirlpool et al.
The U.S. District Court for the Northern District 
of Ohio reverses its October 2015 decision and or-
ders that a certain subclass of retirees of an appli-
ance manufacturer must be provided with vested 
lifetime health care benefits. The plaintiffs were a 
group of former employees of the defendant home 
appliance manufacturer who retired between 
1980 and 2007. The plaintiffs brought suit against 
the defendant when the company announced a re-
duction of their health care benefits. A bench trial 
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was held in August 2013, at which time the court found that 
virtually all of the plaintiffs were entitled to lifetime health 
care benefits. However, the court reversed itself on October 
30, 2015 with respect to a group of plaintiffs who retired be-
tween 1983 and 1992 (Subclass B retirees) and determined 
that the plain language of their collective bargaining agree-
ment (CBA) did not promise company-paid health benefits. 
In its October 30, 2015 decision, the court relied on the rul-
ing in M&G Polymers USA, LLC v. Tackett, in which the U.S. 
Supreme Court stated that courts must apply ordinary prin-
ciples of contract interpretation when construing CBAs and 
that courts must give words in the agreement their plain and 
ordinary meaning. The court explains that it may grant a mo-
tion to amend or alter judgment if there is a clear error of law, 
newly discovered evidence exists or an intervening change in 
controlling law occurs or to prevent manifest injustice. The 
plaintiffs argued that the court committed clear error of law 
in its adjudication of Subclass B’s claims in the court’s Octo-
ber 30, 2015 order. The plaintiffs also alleged that the court 
failed to consider whether certain supplemental agreements 
of the CBA established a contractual ambiguity. They also 
claimed that traditional principles of contract interpretation 
and labor agreement law allowed the introduction of extrin-
sic evidence to construe the agreements, even if there was no 
ambiguity on the face of the agreements. After reviewing all 
of the documentation pertaining to the Subclass B retirees, 
the court returns to its original 2013 posttrial ruling in favor 
of the plaintiffs as it applied to Subclass B retirees. The court 
finds that there was sufficient ambiguity in the extrinsic ev-
idence and course of dealing to determine that the retiree 
health benefits for Subclass B retirees are vested. According-
ly, the court grants the plaintiffs’ motion for reconsideration. 
No. 5:11CV01676 (N.D.Ohio December 31, 2015).

 
RETIREE HEALTH CARE

Barton et al. v. Constellium Rolled Products- 
Ravenswood, LLC, et al.

The U.S. District Court for the Southern District of West Vir-
ginia holds that the clear language of the collective bargaining 
agreements that applied to the plaintiff retirees did not vest 
their lifetime retiree health benefits. The plaintiffs included 
certain class representatives on behalf of two subclasses of 
former employees who retired from the defendant aluminum 
fabrication company. During their employment, the plain-
tiffs were represented by the union, which negotiated a series 
of collective bargaining agreements (CBAs) with the defen-
dant’s predecessors. All of the relevant CBAs and summary 
plan descriptions (SPDs) provided retiree health benefits for 
the term of the operative CBA, and each SPD stated that any 
benefits provided would be based on the term of the CBAs. 
In 2012, the defendant announced that it would unilaterally 
modify the retiree health benefits by extending the annual 
contribution caps to pre-2003 retirees and freezing the reim-
bursements for Medicare premiums for post-aged 65 retirees. 
The plaintiffs filed suit alleging that their retiree health ben-
efits were vested and the defendant’s unilateral modification 
of retiree health benefits contravened the applicable CBAs 
in violation of the Labor-Management Relations Act and 
the Employee Retirement Income Security Act (ERISA). In 
M&G Polymers USA, LLC v. Tackett, the U.S. Supreme Court 
ruled that CBAs must be interpreted according to ordinary 
principles of contract law where those principles were not in-
consistent with federal labor policy. As a result, the intent of 
the parties controls and, where the contract is clear and un-
ambiguous, its meaning is ascertained in accordance with its 
plainly expressed intent. Therefore, extrinsic evidence cannot 
usurp the plain meaning of a clear and unambiguous written 
agreement. The court finds that, in light of the language of 
the CBAs and SPDs, there was no basis to conclude that the 
plaintiffs’ retiree health benefits were vested. Accordingly, the 
court grants the defendant’s motion for summary judgment 
and denies the plaintiffs’ motion for summary judgment. No. 
2:13-cv-03127 (S.D.W.Va. January 4, 2016).
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