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In this appeal, certain retired enployees of Msonite
Cor poration (“Masonite”) chal | enge t he district court’s
determ nation that the coll ective bargai ning agreenents (“CBAs”) in
effect at the tinme they retired did not confer vested lifetine
heal th i nsurance benefits. The district court concluded that the
retired enpl oyees’ entitlenent to health i nsurance benefits expired
when the CBAs under which they retired did.

Because we conclude that the CBAs at issue are anbi guous, we
reverse and remand for further proceedings.

l.

Before 1993, appellants, Masonite enpl oyees who retired after
1972, had received uninterrupted health insurance coverage at the
conpany’s expense at or above the |level provided by the CBAs in
effect at the tine they retired. On May 1, 1993, however, Masonite
announced unil ateral changes to the health insurance benefits of
its retired enpl oyees, decreasing the percentage of nedical costs
rei moursed from80%to 65% increasing the yearly deductible from
$100 to $300, nmking sone services reinbursable on a schedul ed
rather than an actual cost basis, and requiring pre-certification
for all hospitalization. The changes apply to those enpl oyees who
retired before January 16, 1993. The benefits of already-retired
enpl oyees were not on the table during contract negotiations
bet ween t he uni on and Masonite in 1992, which resulted i n a new CBA
ef fective January 16, 1993.

Masonite al so announced that it mght in the future require

retired enployees to pay premuns to maintain their health



i nsurance coverage. |In fact, the re-enrollnent form Msonite sent
to retired enployees with the announced changes contained an
aut hori zation cl ause, which, if signed, woul d aut hori ze t he conpany
t o deduct nedi cal insurance premuns fromretiree pension paynents,
“if applicable.” Only a handful of retired enpl oyees conplied.
Masonite has not term nated the benefits of any retired enpl oyees
for failure to sign the authorization form and it continues to pay
the retired enployees’ health insurance prem uns.

I n response to these actions, retired Masonite enpl oyees filed
this suit in federal district court under Section 301(a) of the
Labor Managenent Rel ations Act (“LMRA’), 29 U S. C. § 185(a), and
under the Enployee Retirenent |Incone Security Act (“ERISA’), 29
US C 88 1132, 1140. The district court certified a plaintiff
class consisting of all hourly enployees of Masonite who retired
bet ween Decenber 1, 1973, and January 15, 1993, and who, under the
CBAs in effect at the tinme of their retirenment, were eligible for
the continuation of their health insurance benefits. The cl ass
sought declaratory and injunctive relief, nonetary danmages, and
attorneys’ fees.

In the district court, the parties clashed over three aspects
of the retired enployees’ health insurance benefits: duration
cost, and |evel of benefits. The retired enpl oyees argued that
their benefits were vested for each retired enployee’s lifetineg,
the cost to be borne by the conpany, and the |evel of benefits to
be at least that provided in 1987. The conpany argued that the

retired enpl oyees’ benefits were guaranteed only for the duration



of the CBAin effect when they retired, with no guarantee that the
conpany woul d pay for those benefits, and with no m ni numl| evel of
benefits ensured. The parties filed cross-notions for summary
j udgnent based on stipulated facts and exhibits, and other summary
judgnent evidence. In its order granting defendant’s notion for
summary judgnent, the district court addressed only whether the
retirees’ benefits were vested and concluded that any entitlenent
to retirenment benefits expired when the relevant CBA did. Under
the district court’s broad holding, not only can Masonite reduce
the retired enpl oyees’ benefits, which it has done, it could al so
require retirees to contribute premuns, whichit has threatened to
do, and could elimnate their health i nsurance benefits altogether.

Plaintiffs tinely filed a notice of appeal.

DI scussI ON

We review the district court’s grant of sunmary judgnent de
novo. GQunaca v. State of Texas, 65 F.3d 467, 469 (5th Cr. 1995).
Li kewi se, the district court’s interpretation of a contract is
subject to de novo review L&A Contracting Co. v. Southern
Concrete Servs., Inc., 17 F.3d 106, 109 (5th Cr. 1994)(citation
omtted).

ERI SA divides enployee benefit plans into tw categories:
wel fare benefit plans and pension plans. Conmpare 29 U.S.C. 8§
1002(1) wth id. 8 1002(2)(A). Unlike pension benefits, which are
subject to stringent vesting requirenents under ERISA welfare

benefits, such as health care insurance, are vested only if so



provi ded by contract. 29 U S.C. 8§ 1051(1) (providing that ERI SA' s
vesting provisions do not apply to enpl oyee wel fare benefit pl ans);
see Wse v. El Paso Natural Gas Co., 986 F.2d 929, 934-35 (5th Cr
1993); Anderson v. Al pha Portland I ndus., Inc., 836 F.2d 1512, 1516
(8th Cr. 1988); see also Curtiss-Wight Corp. v. Schoonejongen
115 S. . 1223, 1228 (1995) (“Nor does ERI SA establish any
m ni mumpartici pati on, vesting, or funding requirenents for welfare
plans as it does for pension plans.”) (citation omtted). Thus,
whet her a CBA vests health i nsurance benefits in retired enpl oyees
is a question of contractual interpretation. United Paperworkers
Int’l Union v. Chanpion Int’| Corp., 908 F.2d 1252, 1261 (5th G r
1990); Anderson, 836 F.2d at 1516. In nmaking this determ nation,
the core issue is whether the parties intended to vest retiree
health insurance benefits or whether they intended to tie those
benefits to the CBA in effect at the tinme the claimnts retired.
See Keffer v. H K Porter Co., 872 F.2d 60, 62 (4th Gr. 1989);
Anderson, 836 F.2d at 1516 (UFCW Local Union No. 150-A v. Dubuque
Packing Co., 756 F.2d 66, 69 (8th Gr. 1985)). Retired enpl oyees
bear the burden of proving that their health i nsurance benefits are
vested. Anderson, 836 F.2d at 1517; Dubuque, 756 F.2d at 70.

The interpretation of collective bargaining agreenents is
governed by federal |aw. Paperworkers, 908 F.2d at 1256.
Nonet hel ess, the court may draw upon state rules of contractua
interpretation to the extent that those rules are “consistent with
federal |abor policies.” 1d. (quoting International Union, AUWV.

Yard-Man, Inc., 716 F.2d 1476, 1479 (6th Cr. 1983)) (other



citations omtted). Even when no identifiable federal |abor policy
favors or disfavors a particular interpretation, the rules of
contractual interpretation are still applied with “flexibility

in the context of |abor contracts.” Id.

In Yard-Man, the Sixth G rcuit suggested an inference that
retiree benefits are vested benefits. 716 F.2d at 1482. In
concluding that the parties intended to vest retiree benefits, the
court expl ai ned:

[Rletiree benefits are in a sense “status” benefits

whi ch, as such, carry with them an inference that they

continue so long as the prerequisite status is

mai nt ai ned. Thus, when the parties contract for benefits

whi ch accrue on the achi evenent of retiree status, there

is an inference that the parties |likely intended those

benefits to continue so long as the beneficiary remins

aretiree.
| d. In Paperworkers, however, this circuit questioned the
i nference. Paperworkers, 908 F.2d at 1261 n.12. Neverthel ess, we
recogni zed that there is also no presunption that retiree health
i nsurance benefits conferred by a CBA are coterm nous with that
CBA. See id. at 1261.! As the Suprene Court explained in Litton
Financial Printing v. NLRB

[Clontractual obligations will cease, in the ordinary

course, upon termnation of the bargaining agreenent.
Exceptions are determned by contract interpretation

. This court noted in Paperworkers that “the fact that retirees
have no voice in negotiating a new col | ective bargai ni ng agreenent”
may be considered by the district court as “sone evidence of
intent” to vest retirenent benefits. Paperworkers, 908 F.2d at
1261 n.12. Retired enpl oyees “have no voice” because even if the
union wanted to force Masonite into negotiations on behalf of
al ready-retired enpl oyees, it woul d be powerl ess to do so under the
Suprene Court’s holding in Allied Chem cal & Al kali Wrkers Local
Union No. 1 v. Pittsburg Plate 3 ass Co., Chem Dv., 404 U S. 157,
92 S. C. 383 (1971).



Ri ght s whi ch accrued or vested under the agreenent wll,
as a general rule, survive term nation of the agreenent.

501 U. S. 190, 207, 111 S. O . 2215, 2226 (1991).

The retired enpl oyees argue that this court’s decision in NLRB
v. Pinkston-Hollar Construction Services, Inc., requires that this
court find that their benefits were vested. 954 F.2d 306, 310 (5th
Cr. 1992). In particular, they rely on the court’s conclusion
that “pension, health and welfare plans are considered terns and
condi ti ons of enpl oynent that survive expiration of the agreenent.”
954 F.2d at 310 (citing H nson d/b/a Hen House Mt. No. 3, 175
N.L.R B. 596 (1969), enforced sub nom Hi nson v. NLRB, 428 F.2d
133, 136-37 (8th G r. 1970)). This sentence, however, nust not be
read in a vacuum Pi nkston-Hol | ar invol ved whether a conpany’s
unilateral wthdrawal of welfare benefits from active enpl oyees
after the expiration of the CBA violated the conpany’s bargaining
obligation under the National Labor Relations Act, 29 U S.C. 88
158(a)(1), (5). Pinkston-Hollar, therefore, sheds little |light on
the duration of retiree benefits, which are not subject to
mandatory col |l ective bargaining. See Pittsburg Plate d ass, 404
us 157, 92 S. C. 38S. Moreover, literal application of the
Pi nkst on- Hol | ar | anguage woul d be especi ally questionable in |ight
of the skeptici smexpressed i n Paperwor kers about an i nference that
retiree benefits are vested. 908 F.2d at 1261 n. 12.

Wt hout the benefit of this inference, but bearing in mnd the
flexibility accorded in the interpretation of |abor contracts, we
turn to the CBAs and ot her docunents at issue in this case. During
the rel evant period (1973-1993), Masonite, the union, and its | ocal

7



entered into five CBAs. Each CBA incorporated an |nsurance
Benefits Agreenent (“IBA’). The retired enpl oyees argue that the
followng provision of each |IBA guaranteed health insurance
benefits until their deaths for them and their dependents:

Enpl oyees retiring at age 62 or later . . . wll be

entitled to conprehensive nedical expense insurance

benefits for thenselves and their covered dependents

until the death of the retired enpl oyee. (enphasi s added)
According to the retired enpl oyees, the phrase “until the death of
the retired enployee” nmanifests the parties’ intent to create
vested lifetine health insurance benefits for those retiring under
each CBA.

The conpany argues that this phrase serves to limt the
conpany’s obligation to covered dependents within the duration of
the CBA. In the conpany’s view, this phrase sinply ensures that if
aretired enpl oyee dies during the duration of the CBA, the covered
dependents’ benefits will cease upon the retired enpl oyee’ s death.
In support of its position, the conpany relies on the Eighth
Circuit’s decision in Anderson v. Al pha Portland I ndustries, Inc.,
in which the court construed a simlar phrase to be a |imting
rather than a vesting phrase. 836 F.2d at 1518. In Anderson, the
CBA at issue contained a clause stating that “[f]Jor future
retirees, Conpany will pay full costs of all group insurance for
themand their dependents until death of retiree.” 1d. The court
noted that although the phrase “until death of retiree” al one was
“highly probative of intent to vest benefits,” extrinsic evidence
denonstrated that this phrase nenorialized the conpany’s specific
rejection of a union proposal to continue the benefits of the
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retiree’s dependents after the death of the retired enpl oyee rat her
than denonstrating an intent to vest the retirees benefits. |Id.
Masonite does not point to simlar extrinsic evidence indicating
that the phrase was intended to be a limting factor, although the
contract | anguage, |like that in Anderson, appears to be “highly
probative of an intent to vest benefits.”

Anot her provi sion of the | BAs supports the construction of the
“until death” clause proffered by the retired enployees. The
agreenents nmake the death of an active enployee a tenporal
m | estone for cessation of dependents’ benefits, but do so in a
grammati cal configurationquite different fromthe retiree benefits
cl ause:

(h) The spouse and dependent children of an active

enpl oyee who dies while insured under this program and

benefits will be insured under the plan until the end of

the nonth following the nonth in which the enployee’s

deat h occurred.

Thi s provision suggests that when the union and Masonite intended
to make an enployee’'s death a tenporal mlestone, they did so
unanbi guousl y.

On the other hand, each IBA provides that “its term is
coincident with that of the [CBA].” According to Masonite, the use
of “coincident” in the | BAs nakes clear that the retired enpl oyees’
right to health i nsurance benefits expired when t he CBA under which
they retired did. The clause nmaking the term of the |BAs
coincident with the termof the CBAs, however, is not specific to

retiree benefits. Conpare Murphy v. Keystone Steel & Wre Co., 61
F.3d 560, 566 (7th Cr. 1995 (“The Plan states that retiree



benefits term nate ‘upon the date the Plan is term nated or anended
to termnate the Retiree’s [or his dependent’s] coverage.’ ”); see
also Yard-Man, 716 F.2d 1481-82 (noting the absence of any
durational provision specific to retired enployees). Instead, the
| BAs detail the benefits of both active and retired enployees

Wiile the duration of any benefits that are subject to
renegotiation nmay be tied to the duration of the CBAs, if the
“until death” clause reflects the parties’ intent that retiree
benefits are vested, then the termnation of the |IBAs would not
af fect those vested benefits. See Litton Fin. Printing Dv., 501
U S at 207, 111 S. C. at 2226.

Masonite further relies on the reservation-of-rights clause in
its ERISA Plan docunent in support of its argunent that the
retirees’ benefits were not vested. The reservation-of-rights
cl ause provides that “Masonite Corporation shall have the right to
termnate, suspend, wthdraw, anmend or nodify this Plan i n whol e or
in part at any tine.” The conpany clains that this Plan provision
enpowers it to ternmnate retiree benefits altogether.? In the
absence of the CBAs, the Plan’s reservation-of-rights clause

granting the conpany the right to anend or term nate the Pl an m ght

2 A clause in the Insurance Benefits Schedule, which is also
incorporated into the CBA, provides that the Insurance Benefits
Schedule is “subject to the terns and provisions of the |Insurance
Policy issued by the Insurance Conpany . . . .” Because the Plan
was self-insured, the conpany argues, the Plan docunents are the
“Insurance policy.” The retired enpl oyees dispute that “insurance
policy” can be construed to nean “self-insured Plan.” Also, as the
retired enpl oyees point out, the conpany’s representative conceded
in his deposition that this clause did not give the conpany the
right to elimnate bargai ned-for benefits.
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well end the inquiry in the conpany’s favor. See, e.g., Wse, 986
F.2d at 934-35; In re Unisys Corp. Retiree Med. Ben. “ERISA’
Litig., 58 F. 3d 896, 902-05 (3d Cir. 1995); Gable v. Sweet heart Cup
Co., 35 F.3d 851, 856 (4th Cr. 1994); Alday v. Container Corp.
906 F. 2d 660, 665 (11th Cr. 1990). Areservation-of-rights clause
in a plan docunent, however, cannot vitiate contractually vested or
bargai ned-for rights. To conclude otherwise would allow the
conpany to take away bargai ned-for rights unilaterally.® Arm stead
v. Vernitron Corp., 944 F.2d 1287, 1297 (6th Gr. 1991); cf.
Paperwor kers, 908 F.2d at 1261

In sum we find that the phrase “until death” can be construed
either as alimting or aright-granting provision. See Stewart v.
KHD Deutz Corp., 980 F.2d 698, 703-04 (11th Cr. 1993). Because
the agreenents are anbiguous, the district court should have
consi dered extrinsic evidence of intent. Paperworkers, 908 F. 2d at
1256. If the agreenents grant vested retiree benefits, then
neither the fact that the IBA is coincident with the CBA nor the
reservation-of-rights clause in the Plan would divest retired
enpl oyees of those benefits. The district court’s decision that
the retired enpl oyees’ rights to benefits expired with the CBAs in
effect at the tinme they retired pretermtted its analysis of any
extrinsic evidence of the parties’ intent as well as any

consideration of cost-of-benefits and | evel -of-benefits issues.

3 The retired enpl oyees also conplain of the district court’s
“heavy reliance” on a provision of the Sunmary Plan Description
(SPD), which defines “plan.” As the conpany points out, however,
in the final analysis, the district court did not rely on this
provi si on.
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Accordingly, we remand to allow the district court an opportunity
to consider extrinsic evidence of the parties’ intent. See

Paperworkers, 908 F.2d at 1257-61; Stewart, 980 F.2d at 704.

Breach of Fiduciary Duty

The retirees al so appeal the district court’s grant of summary
judgnent to the conpany on the plaintiffs’ claim that Masonite
breached its fiduciary duty as an ERI SA plan adm nistrator. 1In the
district court, Masonite argued sunmary judgnent was proper as to
all clains based on its contention that that there was no summary
j udgnent evidence that the retirees had a lifetinme vested right to
health insurance benefits. Apparently assumng that it wll
prevail on the vesting i ssue, Masonite argues on appeal that it is
entitled to summary judgnent on the fiduciary duty cl ai ns because
the retirees’ benefits were not vested.* Because the vesting issue
is to be reconsidered on remand, we reverse and remand the

retirees’ breach of fiduciary duty clains as well.

4 Masonite cites two cases which suggest that whether an
enpl oyer, which also acts as plan sponsor, has breached its
fiduciary duty depends on whether the benefits with which it
interfered were vest ed. See lzzarelli v. Rexene Prods. Co., 24
F.3d 1506, 1524 (5th Cr. 1994) (holding that an enpl oyer does not
act as a fiduciary in anmending or termnating a plan, “provided
that the benefits reduced or elimnated are not accrued or vested
at the time, and that the anendnent does not otherw se violate
ERI SA or t he express ternms of t he plan.”)(citation
om tted)(enphasis added); John Morrell & Co. v. UFCWInt’ | Union,
37 F. 3d 1302, 1308 (8th Cr. 1994)(“ER SA does not bar an enpl oyer
that is also a fiduciary fromexercising its business judgnent to
nmodi fy non-vested welfare benefits.”)(citation omtted)(enphasis
added) .
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G ven Masonite’s argunent on appeal, we take no position as to
whet her the Suprenme Court’s conclusion that an enpl oyer does not
act as a fiduciary when anending or termnating a benefits plan,
see Curtiss-Wight, 115 S. C. at 1228, applies where vested

benefits are term nated or anended unilaterally by an enployer.?®

5 The retirees argue at length that irrespective of the vesting
i ssue, their breach of fiduciary duty clainms should be allowed
under the Suprene Court’s analysis in Varity Corp. v. Howe, 116 S.
Ct. 1065 (1996). In Varity, the Court held that an enpl oyer, which
al so served as an ERI SA pl an adm ni strator, breached its fiduciary
duty when it induced plan beneficiaries by “deliberate deception”
to “switch enpl oyers and thereby voluntarily rel ease [the conpany]
fromits obligation to provide thembenefits . . . .” Id. at 1069.

On the summary judgnent record in this case, there is no
genuine issue of material fact as to a Varity-type breach of
fiduciary duty. The retirees attenpt to create an i ssue of fact by
pointing to Masonite's statenent that its new Plan was “an effort
to reduce ‘the sky rocketing cost of quality health care.”” This
statenent, far from being deceptive, is literally true. The
retirees also point tothe re-enrollnent formsent to retirees for
their signatures, which contained | anguage aut hori zi ng t he conpany
to deduct health insurance premuns from the retirees’ pension
checks, “if applicable.” They argue that the Hobson's choi ce posed
by the re-enroll nent forns evidences Masonite’'s attenpt to i nprove
its own financial position at the retirees’ expense. Even if true,
that fact does not create a fact issue under Varity absent
deception. See Curtiss-Wight, 115 S. C. at 1228. \Wether the
conpany isin fact entitled torequire retiree premumcontribution
is a separate matter that may be resolved by the district court on
remand. In sum the retirees’ reliance on Varity is m spl aced.

The retirees also conplain that the conpany did not present
the retiree benefits issue for collective bargaining. The sinple
answer is that the conpany was not required to do so. See
Pittsburg Plate dass, 404 U. S. at 176-82, 92 S. C. at 396-99.
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.

For these reasons, we reverse and remand to allowthe district
court an opportunity to consider extrinsic evidence regarding
whet her the parties intended to vest retiree health insurance
benefits, and if so, at what |evel and at whose expense. Shoul d
the district court determne that there is an i ssue of fact on the
vesting issue, it should al so reconsi der whet her sumrary judgnent

on the fiduciary duty clains is appropriate.
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