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Retirees Not Entitled to Unlimited  
Lifetime Benefits

T he U.S. Court of Appeals for the Third Cir-
cuit affirms the district court grant of sum-
mary judgment favoring the defendant in-

ternational manufacturing company in a lawsuit 
by plaintiff retirees claiming unlimited lifetime 
health insurance benefits. 

The plaintiffs are retirees of an international 
manufacturing company and their former union. 
The defendant is the company. The plaintiffs were 
subject to, and received benefits under, collective 
bargaining agreements (CBAs) that the union ne-
gotiated on their behalf with the defendant. These 
agreements were negotiated every few years and 
included specific clauses with their expiration 
dates. 

The CBAs referenced health insurance benefits 
for active and retired employees and incorporated 
booklets that addressed those health insurance 
benefits by reference. The booklets issued between 
1975 and 2006 imposed no lifetime cap on ben-
efits, while the 2006 booklet imposed a $500,000 
lifetime cap. In late 2009, when the 2006 CBA was 
expiring, the defendant announced it would begin 
to impose a $50,000 cap on health insurance ben-
efits for retirees over the age of 65. Retirees would 
still remain eligible for government-provided 
health insurance benefits through Medicare, 
which would not count toward the cap.

The plaintiffs claim the new cap violates the 
CBAs and seek relief under Section 502 of the Em-
ployee Retirement Income Security Act of 1974 
(ERISA). The district court determined that the 
plaintiffs could not establish by a preponderance 
of the evidence that the defendant intended for 
the employee health insurance benefits to vest and 
be guaranteed for life and, therefore, no unlawful 
conduct had occurred. The plaintiffs appealed and 
challenged the vesting standard, the intent of the 
booklet language and the assessment of extrinsic 
evidence.

The district court applied the vesting standard 
established in UAW v. Skinner Engine Co., 188 F.3d 

130 (3d. Cir. 1999), which provided that any com-
mitment for health insurance benefits must be 
stated in clear and express language. Considering 
the vesting standard applied by the district court, 
the plaintiffs argue that the requirement for clear 
and express language in Skinner differs from tra-
ditional rules of contract interpretation and was 
overruled by the decision in M&G Polymers USA, 
LLC, et al. v. Tackett et al., 135 S.Ct. 926 (2015), 
which applied ordinary principles of contract law 
to determine whether benefits had vested. This 
court finds that, even using ordinary principles of 
contract law, the district court correctly conclud-
ed that the benefits were only guaranteed for the 
duration of the relevant CBA since the CBA was 
very clear and unambiguous. The court finds that 
the Skinner case is consistent with, rather than at 
odds with, Tackett. 

When the appellants moved for class certifi-
cation, the district court certified a class divided 
into six subclasses, labeled A through F. When 
reviewing the contractual language, Subclass A 
is analyzed separately from Subclasses B through 
F. Subclass A’s booklets mention that they would 
“continue to be insured” or would “have [their] 
benefits . . . continued.” The plaintiffs argue that 
this creates ambiguity as to whether benefits were 
intended to vest. However, contractual obligations 
cease upon the termination of a CBA. When look-
ing at the CBAs as a whole, the specific clause re-
garding the termination date controls the general 
clause regarding continuation of benefits. This 
court holds that these phrases do not create am-
biguity. 

The language in the CBAs for Subclasses B 
through F is different from the language used 
for Subclass A. Here, there is language stating 
that coverage would continue “until [a plaintiff ’s] 
death.” The plaintiffs argue that this language is 
durational and should supersede any durational 
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provisions in the CBAs. This court holds that the 
language could be interpreted as an eligibility pro-
vision and is not necessarily durational in nature. 
In addition, the defendant expressly reserved the 
right to modify, amend, suspend or terminate 
the benefits program at any time. Therefore, the 
court finds that the eligibility provisions do not 

supersede the defendant’s expressly stated ability 
to change the plaintiffs’ health insurance benefits. 

Finally, the extrinsic evidence provided by 
the plaintiffs does not support their argument 
and does not change the conclusion of the court. 
Accordingly, this court affirms the district court 
grant of summary judgment in favor of the defen-
dant.   

Grove et al. v. Johnson Controls, Inc., et al., No. 16-
2178 (3rd Cir. June 15, 2017).

Retirees Not Entitled to Unlimited Lifetime Benefits
continued from page 57

case of loss as a result of the breach. There must 
be a causal link between the alleged breach and 
the damages claimed. The plaintiffs argue the de-
fendants’ lack of an objective process to monitor 
plan investments means that the entire invest-
ment lineup is imprudent and that they are not 
required to prove individual investments were 
imprudent, but this argument lacks legal sup-

port. The court finds the plaintiffs must point to 
a specific imprudent investment decision or de-
cisions to make a showing of loss due to a breach 
of fiduciary duty. 

Accordingly, the court holds that, because the 
plaintiffs have failed to establish a prima facie case 
of loss, the allegations of breach of fiduciary duties 
fail as a matter of law, and the court enters judg-
ment for the defendants.   

Brotherston et al. v. Putnam Investments, LLC, et al., 
No. 15-13825-WGY (D.Mass. June 19, 2017).
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