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RETIREE  
HEALTH CARE

Challenges to Changes in Post-65  
Retiree Health Benefits Dismissed

T he U.S. District Court for the Northern 
District of Ohio grants the motion by the 
defendant energy company to dismiss a 

complaint by the plaintiff unions concerning 
changes made to health benefit plans for post-65 
retirees.

The plaintiffs are unions representing retirees 
over the age of 65 who were employed by the de-
fendant. The defendant is the electric company 
that sponsored the health benefit plans for the 
retirees. The defendant offered plans that covered 
prescription drugs and certain costs not covered 
by Medicare for eligible medical care and hospital 
visits. These were one-size-fits-all plans, meaning 
they provided the same coverage for all retirees 
and did not provide retirees the opportunity to 
choose coverage options tailored to their indi-
vidual needs. On January 1, 2016, the defendant 
replaced the plans with more individualized op-
tions. The plaintiffs claim that the retirees have 
a vested, post–collective bargaining agreement 
(CBA) right to unalterable, lifetime post-65 bene-
fits; that the defendant breached its fiduciary duty 
under the Employee Retirement Income Security 
Act of 1974 (ERISA); and that the defendant acted 
unlawfully by changing the structure of some of 
the plans while they were still in effect.

The plans stated the defendant reserved the 
right to amend, suspend or terminate these plans 
in whole or in part at any time. The lone exception 
restricted changes to health benefits for post-65 
retirees only if they were provided for in CBAs. 
The parties entered into CBAs every three or four 
years, and these included a pension and insur-
ance agreement (PIA). The PIAs contain provi-
sions governing the defendant’s right to change 
the plans and the duration of the parties’ obliga-
tions. The PIAs cover employees so long as they 
are within a bargaining unit represented by the 
plaintiff unions during the term of the PIA but do 
not include those who had already retired prior to 
the PIA, and the plaintiffs acknowledge this does 

not include retirees. The PIAs impose no restric-
tions, even during the term of CBAs, on amending 
the plans for retirees.

The plaintiffs claim the defendant contractu-
ally committed in CBAs to provide unalterable 
medical benefits for life to union retirees. How-
ever, the court finds the reservation-of-rights 
clauses in the CBAs and the plans provide a clear 
intent not to vest benefits and merely to restrict 
the defendant’s right to amend the plans during 
the duration of the CBAs. There are no durational 
provisions extending the promise of retiree ben-
efits beyond the termination of the CBAs. There 
also is no restriction, even during the term of the 
CBA, on amending the plans to the extent ap-
plicable to people who had already retired. The 
plaintiffs argue the general termination provi-
sions do not apply to retirees because the unions 
were only acting on behalf of employees, which 
was defined as those individuals within the CBA 
during the term of the CBA. However, the Sixth 
Circuit has previously rejected the argument that 
an absence of specific durational limits means 
benefits are vested in Gallo et al. v. Moen Inc., 813 
F.3d 265 (6th Cir.).

In addition, the plaintiffs do not argue the con-
tracts are ambiguous, and the plaintiffs’ claim that 
benefits are vested is directly contradicted by the 
plaintiffs’ argument that the contracts clearly state 
the intent of the parties. It is undisputed that the 
CBAs reduce certain medical benefits over time. 
The plaintiffs could not have legally agreed to a 
reduction in benefits, like they have done in the 
CBAs, if the benefits were vested.

The plaintiffs then turn to clauses they allege 
cap the defendant’s financial responsibility after 
the contract expires to support their claim for 
post-CBA vested benefits. The court holds that 
the clauses do not establish vesting for life. The 
clauses do not address postcontract responsibili-
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that a fiduciary should have recognized from pub-
licly available information alone that the market 
was over- or undervaluing the stock are implau-
sible as a general rule, at least in the absence of 
special circumstances.” Therefore, a claim based 
on publicly available information, such as news-
paper articles, is generally insufficient to state a 
claim. The Supreme Court did not provide guid-
ance as to what a special circumstance would en-
tail; however, various courts have found special 
circumstances to be akin to accounting irregulari-
ties, misappropriation of insider information or 
another action that affects the market reliability of 
the price of the stock.

The plaintiffs do not dispute that the defen-
dant trust company was a directed trustee. The 
issue is whether this status is sufficient to absolve 
it of liability for following directions given by 
the benefits committee. The Employee Retire-
ment Income Security Act of 1974 (ERISA) has 
a directed trustee provision in Section 1103(a)(1). 
This provision provides that directed trustees 
escape liability only if they rely upon directives 
that align with plan terms and are not contrary to 
ERISA. A directed trustee cannot, however, com-
ply with directives the trustee knows or ought to 
know violate fiduciary duties to the beneficiaries, 
and the trustee still must conform to the prudent 

person standard of care. The fiduciary duties of a 
directed trustee are extremely narrow. The court 
finds the plaintiffs’ complaint supports a finding 
that the defendant trust company was acting as a 
fiduciary in its management and handling of plan 
assets and was obligated to discharge its duties 
with respect to the plan solely in the interest of 
the participants and beneficiaries with the care, 
skill, prudence and diligence under the circum-
stances then prevailing that a prudent person 
acting in a like capacity and familiar with such 
matters would use in the conduct of an enterprise 
of a like character and with like aims. The court 
also finds the standard in Dudenhoeffer applies to 
the plaintiffs’ claims and concludes the plaintiffs 
must plead facts sufficient to meet the special cir-
cumstances requirement of Dudenhoeffer. While 
the Tenth Circuit has not addressed the ques-
tion of special circumstances, this court finds the 
plaintiffs have not plausibly alleged the existence 
of such since the type of circumstances here have 
not been considered a special circumstance un-
der Dudenhoeffer by other courts. 

Accordingly, the court grants the defendants’ 
motion to dismiss and grants the plaintiffs leave 
to file an amended complaint. The court also 
dismisses claims for co-fiduciary liability and 
concludes the plaintiffs are not entitled to a jury 
trial.   

Gernandt Jr. et al. v. SandRidge Energy Inc. et al., No. 
CIV-15-834-D (W.D.Okla. July 28, 2017).

ties but instead address limits to the defendant’s 
financial obligations during the contract. Even if 
the clauses continued to apply after the applicable 
CBAs, they do not promise any post-CBA benefits 
to any retirees, and the plaintiffs have not identi-
fied any language to the contrary.

The plaintiffs also originally alleged that termi-
nating the plans constituted a breach of fiduciary 
duty under ERISA Section 404 but have aban-
doned this claim by failing to oppose the defen-
dant’s request for dismissal of this claim. Accord-
ingly, the court grants the defendant’s motion to 
dismiss.   

IUE-CWA et al. v. General Electric Company, No. 4:15-
cv-2301 (N.D.Ohio July 28, 2017).
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