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RETIREE HEALTH CARE

Clear Language Supports Cuts  
to Retiree Health Benefits

T he U.S. Court of Appeals for the Fourth 
Circuit affirms a district court grant of 
summary judgment to the defendant alu-

minum manufacturing company after concluding 
that collective bargaining agreements did not pro-
vide vested health benefits to the plaintiff retirees.

The plaintiffs were a class of retired union 
workers and their union. The plaintiffs were for-
merly employed by an aluminum manufacturing 
company. The defendants included the company 
and its group benefits plan.

The union had negotiated collective bargain-
ing agreements (CBAs) with the company on the 
employees’ behalf since 1988. Each plaintiff re-
tired during the operation of one of these CBAs. 
Article 15 of each CBA referenced a summary 
plan description (SPD) that described the group 
health insurance benefits for retirees. The 2005 
SPD stated that the benefits began with the start 
of the 2005 CBA and lasted “for the duration of 
the Labor Agreement.”

In addition to the CBAs and SPDs, additional 
documents between the company and the union, 
called cap letters, further detailed parameters gov-
erning retiree health benefits.

In July 2012, the company proposed an amend-
ment to the CBAs and SPDs that would extend the 
cap on its contributions for retiree health benefits 
to employees who retired before January 1, 2003. 
The company also proposed freezing its Medicare 
Part B premium reimbursement amount for all 
hourly retirees at $99.90. The union argued that 
retiree benefits had vested, but the company sent 
the union a written notice stating that the changes 
would begin on January 1, 2013. The plaintiffs 
filed suit in February 2013.

All allegations relied on the claim that retiree 
health benefits had vested and that the defendants 
violated Section 301 of the Labor-Management 
Relations Act as well as Section 502(a)(1) of the 
Employee Retirement Income Security Act of 
1974 (ERISA). The plaintiffs also argued that the 

parties intended retiree health benefits to vest and 
that the benefits continued beyond the duration 
of the CBAs. The plaintiffs claimed that unilat-
eral alteration of retiree health benefits breached 
company obligations under the CBAs. The district 
court granted the defendants’ motion to dismiss, 
and the plaintiffs appealed.

The court refers to the U.S. Supreme Court rul-
ing in M&G Polymers USA, LLC, et al. v. Tackett et 
al., 135 S.Ct. 926 (2015), where it held that courts 
must “interpret collective-bargaining agreements, 
including those establishing ERISA plans, ac-
cording to ordinary principles of contract law, at 
least when those principles are not inconsistent 
with federal labor policy.” Therefore, where the 
words of a contract in writing are clear and un-
ambiguous, their meaning is to be ascertained in 
accordance with their plainly expressed intent. 
Accordingly, the court interprets the CBAs using 
ordinary contract principles and opines that there 
would need to be unambiguous evidence show-
ing that the parties intended to vest retiree health 
benefits.

The court explains that Article 15 of the CBAs 
plainly states that retiree health benefits “shall re-
main in effect for the term of this … Labor Agree-
ment” and that the 2010 CBA ended in 2012. The 
SPD also stated that benefits continued for the 
term of the CBA. The court finds that the plain 
language of the CBA and SPDs indicated that re-
tiree health benefits did not vest. In addition, the 
court notes that the SPDs used unambiguous lan-
guage to vest pension benefits by stating that pen-
sion payments are payable “for the life of the par-
ticipant” and are “not subject to reduction,” which 
indicated that the parties knew how to manifest 
their intent to vest certain benefits and not others.

The plaintiffs also argued that the cap letters 
indicated the defendants’ intent to vest retiree 
health benefits. Because the 2002 and 2005 cap 
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letters set limits on employer contributions af-
ter the CBAs expired, the plaintiffs concluded 
that the parties intended for retiree health ben-
efits to continue beyond the termination of the 
CBAs. However, the court finds that the cap let-
ters indicated that the parties could change the 
benefits, which undermines the argument that 
benefits had vested. The cap letters did not meet 
the requirement of a clear signal to vest retiree 
health benefits and were instead a precautionary 
measure to maintain coverage in the event that 
an agreement was not reached before the then-
current CBA expired.

The plaintiffs additionally claimed that the pro-
visions for dependent coverage in the CBA indi-
cated intent for retiree health benefits to vest. The 
SPDs stated that such coverage “shall cancel on 
the date such person is no longer an eligible de-
pendent as defined or upon your death, whichever 
comes first.” The court finds that this language de-
fined eligibility for benefits but said nothing about 
the duration of the benefits.

Therefore, the court affirms the district court 
grant of summary judgment in favor of the defen-
dant and holds that retiree health benefits were 
not vested.   

Barton et al. v. Constellium Rolled Products-Ravens-
wood, LLC, et al., No. 16-1103 (4th Cir. March 22, 
2017).
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plan participants might sue them for disobeying 
plan documents.

The court refers to the U.S. Supreme Court rul-
ing in Fifth Third Bancorp et al. v. Dudenhoeffer et 
al., 134 S.Ct. 2459 (2014), where the presumption 
of prudence for ESOP fiduciaries was scrapped 
and replaced with the requirement that ESOP fi-
duciaries be subject to the duty of prudence that 
applies to ERISA fiduciaries in general, except that 
they need not diversify fund assets. The Supreme 
Court also held that where a stock is publicly 
traded, allegations that a fiduciary should have 

recognized from publicly available information 
alone that the market was over- or undervaluing 
the stock are implausible as a general rule, at least 
in the absence of special circumstances. The court 
opines that the defendants’ failure to investigate or 
independently verify the accuracy of the company 
stock price doesn’t qualify as a special circum-
stance under Dudenhoeffer.

Therefore, the court finds that the defendants 
did not breach their fiduciary duties or impru-
dently retain company stock as an investment op-
tion and, accordingly, affirms the judgment of the 
district court.   

Saumer et al. v. Cliffs Natural Resources Inc. et al., 
No. 16-3449 (6th Cir. April 7, 2017).




