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SUMMARY

The Seventh Circuit affirmed an arbitration award arising from Boeing's sale of manufacturing
facilities and its treatment of UAW-represented employees' pension and health benefits. The court held
that the arbitrator could award damages measured by the ERISA benefits lost because of Boeing's
breach of the collective bargaining agreement, notwithstanding the plan administrator's authority to
decide benefit claims.
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PROCEDURAL POSTURE Boeing appealed the district court's denial of its challenge to an
arbitration award issued in favor of the UAW.
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Federal Arbitration Act.
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QUESTIONS PRESENTED

1. Whether the arbitrator exceeded his authority by ordering Boeing to provide pension and health benefits
as a remedy for violating the collective bargaining agreement.

2. Whether ERISA barred the arbitrator from awarding contract damages measured by the benefits the
employees would have received under Boeing's plans.

3. Whether the UAW was required to challenge Boeing's transfer of plan liabilities through collective
bargaining rather than grievance arbitration.

HOLDINGS

1. The arbitrator acted within his authority by ordering a legally enforceable remedy requiring Boeing to
provide the benefits to which the employees would have been entitled had Boeing complied with the
collective bargaining agreement.

2. ERISA did not bar the arbitrator from awarding damages for breach of the collective bargaining
agreement measured by the benefits of which Boeing's breach deprived the employees.

3. The UAW was entitled to pursue its objection to Boeing's treatment of the employees through grievance
and arbitration rather than being limited to bargaining over the consequences of the plant sale.

KEY QUOTATIONS

“Arbitrators are authorized to order legally enforceable remedies for the violation of contracts that they’re
called on to enforce.” (Opinion p. 4)

“That is the difference between arbitration and mediation.” (Opinion p. 5)

“The arbitrator awarded what amount to damages for breach of contract measured by the benefits of which
the breach deprived the workers, who were third-party beneficiaries of the collective bargaining contract.”
(Opinion p. 7)

FACTUAL BACKGROUND

Boeing's collective bargaining agreement with the UAW provided pension and lifetime health benefits to certain
laid-off employees who were at least fifty years old and had ten years of service. After Boeing sold its Oklahoma
facilities to Spirit Aerosystems, Boeing treated employees hired by Spirit as terminated by divestiture and denied
further Boeing benefit obligations, while treating employees not hired by Spirit as having resigned. The
arbitrator concluded that divestiture was not one of the agreement's specified forms of termination and awarded
relief designed to provide the affected employees the benefits they would have received absent Boeing's breach.

PROCEDURAL HISTORY

After Boeing sold its Oklahoma facilities and denied former employees certain pension and health-benefit
obligations, the UAW filed a grievance alleging a violation of the collective bargaining agreement. Boeing
agreed to arbitration, and the arbitrator ruled that the employees retained their entitlement to Boeing benefits and



ordered relief requiring them to seek benefits from the plan administrator, with Boeing responsible for any
shortfall. The Northern District of Illinois denied Boeing's challenge to the award, and Boeing appealed.

DISPOSITION

affirmed
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