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RETIREE HEALTH CARE

Sixth Circuit Reverses Finding  
of Vested Lifetime Benefits 

T he U.S. Court of Appeals for the Sixth Cir-
cuit reverses a district court judgment, 
finding that the applicable collective bar-

gaining agreements are unambiguous and there-
fore there was no intent to vest retiree health care 
benefits for life. 

The plaintiffs, retirees of a manufacturing 
company, filed suit on behalf of themselves and 
other similarly situated retirees, retirees’ surviving 
spouses and eligible dependents who were covered 
under a series of collective bargaining agreements 
(CBAs) between their union and the company as 
their employer. The defendant is the company. The 
plaintiff retirees worked at one of the manufactur-
ing plants owned by the company. The manufac-
turing plant was sold in 2011. While employed at 
the plant, the plaintiffs were covered by the CBAs, 
which included retiree health care benefits. The 
CBA expired in May 2014, but the defendant con-
tinued to provide retiree health care benefits after 
its expiration. It was not until December 2015 that 
the defendant informed the plaintiffs that retiree 
health care benefits would terminate at the end of 
December 2016. The plaintiffs filed suit, arguing 
that the defendant promised the plaintiffs lifetime 
retiree health care benefits. The district court held 
that the CBAs were ambiguous and therefore re-
lied on extrinsic evidence to conclude that the 
parties intended for the retiree health care benefits 
to vest for life. The defendants appealed, and this 
court reviews the district court findings of fact for 
clear error and its conclusions of law de novo. 

As established by M&G Polymers USA, LLC, 
et al. v. Tackett et al., 135 S.Ct. 926 (2015), courts 
must interpret CBAs, including those establish-
ing plans under the Employee Retirement Income 
Security Act of 1974 (ERISA), according to ordi-
nary principles of contract law, at least when those 
principles are not inconsistent with federal labor 
policy. First, the court looks at the explicit lan-
guage of the contract for clear statements of the 
parties’ intent. Then, if plain language is suscepti-

ble to more than one interpretation, extrinsic evi-
dence is considered. Therefore, the plaintiffs can 
only succeed on the claims if they prove that ei-
ther (1) the CBAs unambiguously provide retirees 
with lifetime health care benefits or (2) the CBAs 
are ambiguous and the extrinsic evidence dem-
onstrates that the parties intended to vest retiree 
health care benefits. 

In other cases, the Sixth Circuit has previously 
established a clear rule that a general durational 
clause in a CBA applies to health care benefits un-
less the CBA contains a specific alternative end date 
for retiree health care benefits or some other clear 
indication that the general durational clause is not 
intended to apply to retiree health care benefits.

Based on the language in the applicable CBAs 
in this case and in light of current law, the court 
concludes that the CBAs are unambiguous. The 
district court even indicated that the CBAs con-
tained no language indicating that retiree health 
care benefits were vested or that the defendant 
was obligated to provide lifetime coverage. The 
CBAs had clear general durational clauses. There 
is no indication of an intent to vest health care 
benefits, and there is no promise of lifetime ben-
efits. While some of the CBAs did clearly promise 
lifetime benefits to surviving spouses and depen-
dents, though not the retirees themselves, the fact 
that the CBAs were clear about the vesting for the 
former population supports the defendant’s posi-
tion that it knew how to provide for vested ben-
efits and chose not to do so for retirees. The court 
acknowledges that while it is unusual to provide 
lifetime benefits for surviving spouses and depen-
dents but not retirees, that fact is not enough to 
overcome the lack of a clear promise of lifetime 
health care benefits for the retirees themselves. In 
addition, like the other promises in the CBAs, the 
promise to provide surviving spouse and depen-
dent health care benefits for life expired when the 
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paid in any medium other than cash.” The Court 
finds it clear that Congress knew the difference 
between money and all forms of remuneration 
and that it never intended to tax things like stock 
by choosing to use the narrower term for railroad 
pensions. Finally, shortly after the enactment 
of the act, the Internal Revenue Service issued a 
regulation clarifying that the act taxes “all remu-
neration in money, or in something which may 
be used in lieu of money (scrip and merchandise 

orders, for example) . . . [and that the act covered 
things like] salaries, wages, commissions, fees and 
bonuses.” There was never any indication or sug-
gestion that stock was taxable under the act. 

Therefore, for all of the foregoing reasons, the 
Court finds that employee stock options are not 
taxable compensation under the act because they 
are not money remuneration. Accordingly, the 
Court reverses the judgment of the Seventh Cir-
cuit and remands the case for further proceedings 
consistent with this opinion.  

Wisconsin Central Ltd. et al. v. United States, No. 17-
530 (U.S. June 21, 2018).
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showing that the shooting the plaintiff witnessed 
was not undesigned or unexpected. Therefore, 
the court reverses the lower court decision with 

respect to the second plaintiff and reinstates the 
defendant’s initial benefit determination denying 
his eligibility for accidental disability benefits.   

Mount et al. v. Board of Trustees, Police and Firemen’s 
Retirement System, No. 078021 and 078823 (N.J. 
June 5, 2018). 
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CBA expired and, therefore, if a retiree died after 
the expiration of the CBA, his or her surviving 
spouse and dependents were not entitled to life-
time health care benefits. 

As a result, the general durational clause gov-
erns the CBAs, and the court finds that there is 

no promise of lifetime retiree health care benefits 
and that the district court erred by finding the 
CBAs ambiguous. Accordingly, the court revers-
es the district court decision and finds that the 
CBAs are unambiguous and, consequently, do 
not provide for lifetime retiree health care ben-
efits.  

Fletcher et al. v. Honeywell International, Inc., No. 17-
3277 (6th Cir. June 8, 2018). 
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