
august 2016 benefits magazine 61

legal & legislative reporter

 
Retiree Health Care Benefits Not Vested

T he U.S. District Court for the Middle Dis-
trict of Pennsylvania holds that the plaintiff 
retirees were not entitled to lifetime health 

care benefits from the defendant employer under 
the terms of the union welfare plans. 

The plaintiffs were a group of retirees for-
merly employed by a multinational automotive 
parts and heating, ventilation and air condition-
ing equipment producer. The plaintiffs were rep-
resented by a union during their employment. 
The defendants included the company and the 
multiemployer welfare plans to which the com-
pany was a signatory under collective bargaining 
agreements (CBAs) between the company and 
the union. 

The union negotiated CBAs with the com-
pany or its predecessors relating to active and re-
tiree health insurance benefits beginning in 1973. 
Those benefits remained fairly consistent until 
2009, when the company unilaterally reduced re-
tiree health benefits by instituting a $50,000 life-
time cap on benefits payable for participants aged 
65 or older. 

The plaintiffs filed a class action, and the court 
certified six subclasses of plaintiffs depending on 
their respective dates of retirement. Several sub-
class members were no longer eligible for retiree 
health care benefits because they had reached the 
$50,000 lifetime coverage limit. 

The court highlighted previous appeals court 
cases that addressed retiree health care issues, 
particularly Int’l Union United Aerospace and Ag-
ric. Implement Workers of Am., U.A.W. v. Skinner 
Engine Co. In that case, the U.S. Court of Appeals 
for the Third Circuit determined that Congress 
had explicitly exempted welfare benefits from Em-
ployee Retirement Income Security Act (ERISA) 
vesting requirements, and any presumption in fa-
vor of vesting was likely contrary to congressional 
intent. 

The Third Circuit imposed the requirement 

that an employer’s commitment to vest such ben-
efits must be stated in clear and express language. 
The court also refuted the plaintiffs’ assessment 
that Skinner was no longer good law in light of the 
U.S. Supreme Court’s decision in M&G Polymers 
USA, LLC v. Tackett. 

The court reviewed the provisions of the CBAs 
related to each subclass. Although the amount of 
premium contributions, coverage limitations and 
durational clauses of the CBAs varied to some ex-
tent, none expressly provided that the company 
intended to vest the plaintiffs’ health care ben-
efits. 

The court stated that the fact that modifications 
were routinely negotiated was fundamentally in-
consistent with the notion that retirement health 
benefits were vested. The court explained that 
other courts reconciled the contract-to-contract 
nature of collective bargaining with “lifetime” lan-
guage by concluding that the obligation to provide 
lifetime benefits ended with the expiration of the 
relevant CBA. 

Thus, the strict durational language in the 
CBAs was not a lifetime guarantee extending be-
yond the contract’s expiration but instead a lim-
iting provision entitling the plaintiffs to benefits 
during the term of the applicable CBA unless they 
died before the CBA’s expiration. 

In conclusion, the court opines that the “until 
death” language in the CBAs does not constitute 
clear and express vesting language sufficient to 
overcome the durational provisions and expira-
tion dates of the CBAs. The court finds that the 
CBAs did not promise any benefits beyond the ex-
piration of the relevant contract. 

The court denies the plaintiffs’ motion to strike 
and grants the defendants’ motion for summary 
judgment as to all subclasses.   
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