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RETIREE HEALTH CARE

Additional Evidence Necessary to Resolve  
Vested Status

T he U.S. District Court for the Eastern Dis-
trict of Tennessee denies the motion by the 
defendant paper company to dismiss the 

plaintiffs’ claim for vested retiree medical benefits, 
due to ambiguities in the relevant agreements.

The plaintiffs, on behalf of themselves and oth-
ers similarly situated, included two former em-
ployees of a pulp and paper company who had 
been receiving retiree health care benefits since 
their respective terminations of employment and 
the union that represented certain employees 
who worked for the company. The defendants in-
cluded the company, the health and welfare plan 
sponsored by the company and the health reim-
bursement account (HRA) plan sponsored by the 
company.

In 2014, the company unilaterally replaced 
the plaintiffs’ retiree health care benefits under 
the plan with limited funds provided through the 
HRA to purchase individual medical coverage via 
a Medicare exchange. The new coverage allegedly 
was materially inferior to their previous benefits, 
so the plaintiffs filed suit. The defendants moved 
to dismiss the complaint on the basis that the col-
lective bargaining agreements (CBAs) between 
the company and the union did not grant vested 
benefits to retirees.

The court turns to the legal standards govern-
ing the interpretation of welfare benefits con-
tained in CBAs. The U.S. Supreme Court, in M&G 
Polymers USA, LLC, et al. v. Tackett et al., 135 S.Ct. 
926 (2015), determined that clear and express lan-
guage is not required in order to show that par-
ties intended the benefits to vest. The Supreme 
Court held that courts should refer to a general 
durational clause in a CBA in order to determine a 
termination date for a specific provision that does 
not include durational language. Thus, language 

indicating that particular clauses continue are giv-
en meaning by looking to the general durational 
clause of the agreement. In such cases, these terms 
guarantee benefits until the agreement expires, 
nothing more. The court reasoned that this is be-
cause “contractual obligations will cease, in ordi-
nary course, upon termination of the bargaining 
agreement. Rights which accrued or vested under 
the agreement will, however, as a general rule, sur-
vive termination of the agreement.”

The Supreme Court also instructed courts not 
to presume vesting absent specific durational lan-
guage. In determining whether benefits are vested, 
the court must first evaluate the CBAs in light of 
relevant industry-specific customs, practices, us-
ages and terminology. If a CBA is ambiguous, the 
court may consider extrinsic evidence in order to 
resolve the ambiguity and determine the parties’ 
intentions.

The defendants averred that the clauses cited 
by the plaintiffs did not demonstrate a promise by 
the defendants to provide benefits past the expira-
tion date of the CBA. The defendants also argued 
that the plan reserved their right to terminate or 
modify retirees’ health care benefits at any time.

Upon review of the relevant CBAs and the 
plan, the court finds that the retiree health care 
provisions of the CBAs and plan were ambiguous. 
The court finds that both parties offered reason-
able interpretations of the relevant terms. Con-
sequently, because additional extrinsic evidence 
was necessary to resolve the ambiguities in order 
to determine whether the retiree health benefits 
were vested, the court denies the defendants’ mo-
tion to dismiss.  
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