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Lifetime Retiree Health Care Benefits  
Not Vested Under CBAs

The U.S. Court of Appeals for the Sixth Cir-
cuit overturns the district court’s holding 
and finds that the plaintiff retirees were not 

entitled to lifetime health care benefits from their 
defendant former employer.

The plaintiffs were a group of former employ-
ees of the defendant plumbing supply manufac-
turer who retired from the company or its prede-
cessor company between 1983 and 2005.

For many years, the defendant entered into 
three-year collective bargaining agreements 
(CBAs) with a union. Each CBA offered retiree 
medical benefits.

The plant where the plaintiffs worked closed in 
2008. The union and the defendant entered into 
a closure agreement, which provided that health 
care “shall continue” for retirees “as indicated un-
der the final CBA.”

In March 2013, the defendant decreased medi-
cal benefits for retirees in response to increased 
health care costs mandated by the Patient Protec-
tion and Affordable Care Act. The plaintiffs filed 
suit against the defendant, arguing their health 
care benefits had “vested” under the CBAs and 
plant closing agreement, prohibiting the defen-
dant from changing their coverage.

Relying on UAW v. Yard-Man, Inc., the district 
court granted the plaintiffs’ motion and required 
the defendant to offer the same health care ben-
efits to retirees for their lifetimes. The defendant 
appealed the district court’s holding.

The court notes that in M&G Polymers USA, 
LLC v. Tackett, the U.S. Supreme Court overturned 
Yard-Man and instructed the courts to interpret 
CBAs according to ordinary principles of contract 
law by not “placing a thumb on the scale” in favor 
of vested retiree benefits in all CBAs. Tackett also 
directed the courts to consider the general dura-
tional clauses in the CBAs in deciding how long 
a company committed to providing retiree health 
care benefits. 

Accordingly, the court finds that nothing in 

the CBAs between the union and the defendant 
committed the defendant to provide unalterable 
health care benefits to retirees and their spouses 
for life. The court also notes that the CBAs were in 
effect only for three-year terms. Finally, while the 
CBAs did not state that retiree health care benefits 
were vested for life, the court identified specific 
language pertaining to lifetime pension benefits 
that distinguished pension benefits from health 
care benefits. 

The court also explained that the CBAs con-
tained reservation-of-rights clauses that gave the 
defendant the right to amend, cancel or reinsure 
the policies or change underwriters for so long as 
benefits are maintained “for the life of this agree-
ment,” thus implying that benefits were payable 
only for the term of the CBA. 

The court also notes that the plant closing 
agreement made reference to the CBAs with re-
spect to retiree health care but did not provide for 
lifetime benefits. 

The court finds that the plaintiffs’ argument 
that the CBAs state that future retirees “will be 
covered” and the employer “will pay the monthly 
premiums” do not guarantee lifetime benefits. Ab-
sent specific provisions to the contrary, the CBAs’ 
durational clauses control.

The plaintiffs also argued that when the CBAs 
were negotiated, Yard-Man governed and, thus, 
the parties inferred that medical benefits were 
guaranteed for life. The court explains that in 
overruling Yard-Man, Tackett eliminated the use 
of inferences and implications not grounded in 
ordinary principles of contract law and, as applied 
to the CBAs, no vesting occurred.

Accordingly, the court reverses the district 
court’s grant of summary judgment and remands 
the case for the district court to enter judgment 
for the defendant.  

Gallo et al. v. Moen Incorporated, Nos. 14-3633/3918 
(6th Cir. February 8, 2016).
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