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Supreme Court Rules Retirees Are Not Entitled to 
Lifetime Health Care Benefits 

CNH Industrial N.V. et al. v. Reese et al., 138 S.Ct. 761, 63 
EBC 1717 (Feb. 20, 2018. (Per curiam)).
Expired collective bargaining agreement (CBA) does not create a 
vested right to lifetime health care benefits absent contractual 
language specifying such right. So-called YardMan inferences 
cannot be used to find a CBA ambiguous such that extrinsic evi-
dence would be allowed.

The United States Supreme Court per curiam holds that 
an expired CBA does not create a vested right to lifetime 
health care benefits absent contractual language creating 
such a right. 

In this case, a dispute arose among retirees and their 
former employer regarding an expired CBA that was en-
tered into in 1998. The CBA had language stating that  
“[e]mployees who retire under the Pension Plan” were en-
titled to health care benefits. Other coverage provisions (e.g., 
life insurance) in the CBA ended upon retirement. The CBA 
also had a general durational clause stating that the CBA ex-
pired in May 2004. 

When the CBA expired, the retirees filed a lawsuit in 
which they sought a declaration that their health care ben-
efits vested for life and an injunction preventing their former 
employer from changing such benefits. Applying the Yard-
Man inferences from an earlier Sixth Circuit case, the appeals 
court found that the CBA vested health care benefits for life. 

The Supreme Court, however, disagreed, noting that those 
very inferences were rejected in its 2015 decision in M&G 
Polymers v. Tackett because they are not a valid way of read-
ing contract language. The Yard-Man inferences improperly 
inferred lifetime vesting whenever contract language did not 
specify the duration of retiree benefits, despite the traditional 
concept that obligations set forth in a CBA will end when 
it expires. The decision indicated that contracts that do not 
specify duration are normally treated as operative for a rea-
sonable amount of time and are not typically treated as op-
erative in perpetuity. 

The Court finds that unless the CBA specifies otherwise, a 
general durational clause applies to all benefits. Had the par-
ties intended to vest health care benefits for life, they could 

have incorporated such language into the CBA. In this case, 
they did not. Further, no ambiguity in the CBA existed to 
allow an inquiry of the parties’ intentions through the intro-
duction of extrinsic evidence. 

No Lifetime Health Benefits if CBA 
Unambiguously Limits Duration

Watkins v. Honeywell International Inc., 875 F.3d 321 63 
EBC 183 (6th Cir. Nov. 28, 2017).
Retirees are not entitled to lifetime health benefits since the lim-
ited duration of these benefits was defined unambiguously by the 
governing collective bargaining agreement (CBA).

Honeywell International Inc. operated a plant in Fostoria, 
Ohio and staffed it with employees who were represented by 
the United Automobile, Aerospace, and Agricultural Imple-
ment Workers of America. As part of collective bargaining 
negotiations, Honeywell agreed to pay for health care ben-
efits for employees and retirees. The CBA, however, did not 
memorialize said promise. The last CBA—effective from 
2009 through 2011—provided: “For the duration of this 
Agreement, the Insurance Program shall be that which is at-
tached hereto, hereinafter referred to as the Program.” The 
agreement further stated that it would “continue in full force 
and effect until 11:59 p.m., October 31, 2011.” After selling 
the Fostoria plant in 2011, Honeywell continued paying re-
tiree health care benefits. In late 2015, however, the company 
notified retirees that it would terminate health care contribu-
tions in 2017.

The plaintiffs filed suit on behalf of nearly 1,000 retirees, 
their spouses and dependents, alleging violations under the 
Labor-Management Relations Act and the Employee Retire-
ment Income Security Act (ERISA). The plaintiffs alleged, 
among other things, that the CBA promised a lifetime of 
health care coverage and benefits for retirees and for their 
spouses and dependents. 

The lower court dismissed the plaintiffs’ complaint, find-
ing that under the terms of the CBA, health care coverage 
would apply “[f]or the duration of this Agreement[,]” mean-
ing that such coverage would apply “until 11:59 p.m., Oc-
tober 31, 2011.” The lower court found this language to be 
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“clear and express[ ] an unambiguous intent and agreement 
that the benefits were assured only for three years, not for 
life.” The lower court rejected the plaintiffs’ request that it 
examine extrinsic evidence in light of the language of the 
agreement.

The plaintiffs appealed to no avail. A unanimous three-
judge panel of the Sixth Circuit Court of Appeals affirmed 
the lower court decision, dismissing the retirees’ proposed 
class action. In affirming the dismissal of the complaint, the 
Sixth Circuit agreed with the lower court that the language 
of the governing CBA was specific and depicted the clear and 
express unambiguous intent that such benefits be provided 
for three years—the duration of the agreement—and not for 
life. Although the plaintiffs attempted to argue that there was 
ambiguity in the contract language in an effort to persuade 
the court to look at extrinsic evidence, their efforts were un-
successful since the language of the agreement pertaining to 
the duration of said benefits was clear and unambiguous. 

This case serves as an important reminder that specific 
contract language is critical and will be closely scrutinized 
by reviewing courts. If a contract is clear and unambiguous, 
courts will generally defer to the language of the CBA.

Third Circuit Affirms Finding That Supplemental 
Benefit Plan Was a Top-Hat Plan

Sikora v. UPMC et al., 876 F.3d 110, 63 EBC1834 (3rd Cir. Nov. 
24, 2017). 
Third Circuit Court of Appeals holds that participant bargaining 
power is not a substantive element of a top-hat plan.

Paul F. Sikora was a former employee of UPMC and par-
ticipant in the UPMC Non-Qualified Supplemental Benefit 
Plan. Sikora’s participation in the plan ended upon his vol-
untary termination from UPMC. Sikora applied for benefits 
under the plan after his termination, and his request was de-
nied. Sikora then filed suit. 

In defending the lawsuit, UPMC argued that it did not 
need to abide by certain Employee Retirement Income Se-
curity Act (ERISA) provisions as Sikora alleged in his com-
plaint because the plan was a top-hat plan. A top-hat plan 
under ERISA is “a plan which is unfunded and is maintained 

by an employer primarily for the purpose of providing de-
ferred compensation for a select group of management or 
highly compensated employees.” The district court agreed 
with UPMC that the plan was a top-hat plan and dismissed 
Sikora’s claims. Sikora appealed. 

The Third Circuit Court of Appeals conducted a de novo 
review and affirmed the district court decision. A top-hat 
plan has three elements: (1) “the plan [must] be unfunded,” 
(2) it must “exhibit the required purpose” and (3) “it must 
also cover a ‘select group’ of employees.” To obtain relief 
under ERISA, Sikora bears the burden of showing that the 
plan is not a top-hat plan. Sikora argued that the plan did 
not cover a “select group” of employees, taking issue with the 
third element. 

In examining the third element of top-hat plans, the Third 
Circuit notes that there are “both quantitative and qualitative 
restrictions” on the “select group” element. Here, the plan 
met the third element since it covered relatively few employ-
ees (approximately 0.1% of the UPMC workforce) and it cov-
ered high-level employees who were a select group of man-
agement and were highly compensated. Although Sikora 
alleged that certain plan participants had nonmanagement 
duties, the record lacked any evidence to support that. Find-
ing that the plan did meet the quantitative and qualitative re-
strictions of the third element, the Third Circuit agreed with 
the district court finding that the plan was a top-hat plan. 

Sikora further argued that the plan did not cover a “se-
lect group” because there was no evidence regarding the 
“bargaining power” of the plan participants. In support of 
this argument, Sikora relied on a 1990 Department of Labor 
(DOL) opinion letter, which stated:

It is the view of the Department that in providing relief 
for “top hat” plans from the broad remedial provisions 
of ERISA, Congress recognized that certain individu-
als, by virtue of their position or compensation level, 
have the ability to affect or substantially influence, 
through negotiation or otherwise, the design and op-
eration of their deferred compensation plan, taking 
into consideration any risks attendant thereto, and, 
therefore, would not need the substantive rights and 
protections of Title I. 
To reach its own conclusion on this issue, the Third Cir-


