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Section 4(b) of ERISA excludes from the provisions of Title I 
of ERISA a church plan described in Section 3(33) of ERISA1 
unless an election is made under Section 410(d) of the Internal 
Revenue Code of 1986 (as amended, the “Code”).2 The pri-

mary focus of this article will be on ERISA Section 3(33)(C)(i), a pro-
vision described by Justice Kagan in Advocate Health Care Network 
v. Stapleton3 as “a mouthful for lawyers and nonlawyers alike.” The 
cases addressing it provide an interesting illustration of statutory 



PRINCIPAL PURPOSE ORGANIzAtION / 3 

interpretation. For some, determining whether an organization is a 
“principal-purpose organization” does not turn on terms of art or 
terms created by statute, but rather interpretations of everyday words 
such as “organization,” “established,” “maintain,” “administration,” 
“purpose,” and “function.” For others, the determination is informed 
by the ERISA principles inherent in the words of the statute.

In Advocate Health Care Network v. Stapleton, the Supreme Court 
held in an 8-0 decision (Justice Gorsuch not participating) that an 
entity (in Advocate Health, each entity is a hospital system) that is not 
a church, but is controlled by or associated with a church, could have 
an employee benefit plan qualified for ERISA’s church plan exemption, 
provided the plan is “. . . maintained by an organization . . . the princi-
pal purpose or function of which is the administration or funding of an 
employee benefit plan for the employees of a church . . ., if  such organi-
zation is controlled by or associated with a church . . .” 4 The Supreme 
Court expressly, however, declined to address the scope of a “principal-
purpose organization,” such as what constitutes the requisite level of 
association with a church, or whether an internal benefits committee 
of a hospital could be found to be “maintaining,” the hospital system’s 
benefit plans.5 Those issues were addressed by the Court of Appeals for 
the Tenth Circuit in Medina v. Catholic Health Initiatives 6 which found, 
based on the facts and documents in that case, that a hospital’s internal 
benefits committee qualified as a principal-purpose organization such 
that the hospital system’s benefit plan was exempt from ERISA as a 
church plan.

Under the Tenth Circuit’s analysis, an employer entity seeking to 
use the church plan exemption for plans maintained by principal-pur-
pose organizations must satisfy a three-prong inquiry. First, is the entity 
a tax-exempt, nonprofit organization associated with a church? Second, 
if  the answer to the first question is yes, is the entity’s retirement plan 
maintained by a principal-purpose organization (i.e., is the plan main-
tained by an organization whose principal purpose is administering or 
funding 7 a retirement plan for the entity’s employees, deemed to be 
“church” employees). Third, if  the answer to the second question is yes, 
is the principal-purpose organization itself  associated with a church? 8

With respect to the first prong, ERISA provides that “an organiza-
tion . . . is associated with a church or a convention or association of 
churches if  it shares common religious bonds and convictions with that 
church or convention or association of churches.” 9 On the surface, the 
hospital system easily satisfied this prong for the Court of Appeals in 
Medina. According to the decision, Catholic Health Initiatives (CHI), 
the hospital system, was the alter ego of the canon law public juridic 
person,10 Catholic Healthcare Federation (CHF). CHF was accountable 
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to the Vatican in several ways, including the Vatican having to approve 
any changes in CHF’s purposes, transfer of real property above a cer-
tain amount, and dissolution. CHI’s articles of incorporation provided 
that it was organized and operated for the benefit of, and to carry out 
the purposes of, CHF. The same persons serve as trustees of CHI and 
members of CHF. Additionally, CHI is listed in the Official Catholic 
Directory and the IRS considers any organization listed in the Official 
Catholic Directory “associated with” the Roman Catholic Church for 
purposes of ERISA’s church plan exemption.

The plaintiffs, hospital employees, for this first prong, asked the 
Tenth Circuit to apply the tests set forth by the Fourth Circuit in Lown v. 
Continental Casualty Company 11 and by the Eighth Circuit in Chronister 
v. Baptist Health.12 In these cases, also involving hospital systems, the 
courts analyzed three nonexclusive factors, looking to (1) whether the 
religious denomination plays any official role in the governance of the 
hospital system, (2) whether the hospital system receives assistance from 
the religious denomination, and (3) whether a denominational require-
ment exists for any employee or patient/customer of the hospital sys-
tem.13 The Tenth Circuit in Medina rejected the application of the Lown 
factors, stating that, while those factors would establish association with 
a church, those factors were much narrower than the broad language of 
ERISA Section 3(33)(C)(iv).14 Furthermore, the Medina panel found the 
Lown and Chronister cases were easily factually distinguishable, because 
the healthcare organizations in both of those cases had officially disaf-
filiated from the Baptist Convention, while the Medina panel found that 
CHI was regarded as an official part of the Catholic Church.

With respect to the second prong of the Medina inquiry, because 
Medina involved a challenge to the hospital system’s internal committee, 
the Tenth Circuit panel needed to address the meaning of “maintained” 
and “organization.” With respect to the former, the Court of Appeals 
panel noted that ERISA does not define “maintain,” and “when a term 
goes undefined in a statute, we give the term its ordinary meaning.”15 
The panel looked to Black’s Law Dictionary16 and Webster’s Dictionary 
and concluded that when ERISA provides that a church plan includes 
a plan maintained by a principal-purpose organization, it simply means 
that the internal committee “cares for the plan for purposes of opera-
tional productivity.” 17 Furthermore, the Medina panel noted, the plan 
specifically delegated to its internal subcommittee the power to “main-
tain” the plan. The Tenth Circuit panel similarly looked to Black’s Law 
Dictionary and Webster’s Dictionary to conclude that an internal com-
mittee could be an “organization.”

Other courts might have taken the statutory interpretation analysis 
a step further. That is, in determining the plain meaning of a statute, in 
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addition to the dictionary definition of a term, a court will often look 
to the design, object, and policy of a statute.18 Furthermore, a court 
might not have construed the term “maintain” in ERISA Section 3(33) 
in isolation, as the Medina panel did, because a statute must be read as 
a whole in order to ascertain the meaning of the language in the context 
of the desired goals envisioned by Congress.19 The Tenth Circuit deci-
sion set a very low bar for “maintaining” a plan, one that on its face 
is broad enough to include a third-party administrator. Application of 
these other principles of statutory construction, discussed more fully 
below, as an alternative approach to the second prong of the Medina 
inquiry would not necessarily have produced a different result in the 
Tenth Circuit, but it would have made its decision more persuasive.

With respect to the third prong of the inquiry, the Tenth Circuit in 
Medina concluded that if  CHI is associated with the Catholic Church, 
it follows that its internal committee, a division of CHI, is also similarly 
associated. Furthermore, the decision found that language of the plan 
documents reinforced this conclusion. The plan’s operating rules stated 
that the internal committee “shares common religious bonds with the 
Roman Catholic Church and the Sponsoring Congregations of Catholic 
Health Initiatives.”

An alternate approach with respect to the second prong of the 
Medina inquiry would be to look to the definition of “maintain” in 
ERISA, as that is the statute from which the hospital systems are claim-
ing exemption.20 Under the ERISA coverage definitions, to “maintain” 
is generally defined to determine whether one of the entities permitted 
by the statute to sponsor a benefit arrangement (i.e., an employer, an 
employee organization, or both) takes “sponsoring” actions such that 
the arrangement becomes an ERISA-covered employee benefit plan. To 
“maintain” often means funding a benefit arrangement (i.e., actions as 
simple as the employer making contributions into a plan, or being obli-
gated to make contributions). In other contexts, “maintain” means at 
least that the entity has virtual control over the plan, such as having the 
authority to terminate, in a manner different from entities that adminis-
ter plans such as third party administrators. In fact, that is similar to the 
description given by the Supreme Court in Stapleton:

. . . for various purposes ERISA treats the terms “estab-
lish” and “maintain” interchangeably. See, e.g., §1002(16)(B) 
(defining the “sponsor” of a plan as the organization that 
“establishe[s] or maintain[s]” the plan) . . . Establishment of 
a plan, after all, is a one-time, historical event; it is the entity 
maintaining the plan that has the primary ongoing responsi-
bility (and potential liability) to plan participants. See Brief  
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for United States as Amicus Curiae 31; Rose v. Long Island R. 
R. Pension Plan, 828 F. 2d 910, 920 (CA2 1987), cert. denied, 
485 U. S. 936 (1988) (“[T]he status of the entity which cur-
rently maintains a particular pension plan bears more rela-
tion to Congress’ goals in enacting ERISA and its various 
exemptions . . . than does the status of the entity which estab-
lished the plan . . .”).21

The Stapleton opinion’s text (not dicta as sometimes described), on 
the meaning of “establish or maintain” for purposes of the issue decided 
by that case, gives a specific ERISA-based meaning to the phrase that 
should be instructive for other uses of the phrase. It does not seem likely, 
should the “principle-purposes” cases reach the Supreme Court that the 
Supreme Court would ignore its own ruling and reasoning, or devise 
another meaning for “establish” or “maintain” for purposes of the 
“principle-purpose” definition. 22 Defining the maintenance of a plan in 
terms of the primary ongoing responsibility to plan participants, how-
ever, does not explicitly define the activities that constitute maintaining 
a plan, which might be the type of guidance that lower courts would 
seek if  the Supreme Court were to address this issue.

The statutory approach was taken in Rollins v. Dignity Health,23 
where the district court for the Northern District of California applied 
the Medina three-prong inquiry, but reached a different conclusion.24 
In Rollins, the plaintiffs, also hospital employees, alleged that while an 
internal committee of the defendant employer, Dignity Health, also a 
hospital system, may administer the plan, it did not maintain it. The 
district court noted the language in Advocate Health Care Network v. 
Stapleton that “it is the entity maintaining the plan that has the primary 
responsibility (and potential liability) to plan participants.”25 The hospi-
tal employees’ position was that the hospital system’s internal subcom-
mittee did not have “the primary ongoing responsibility (and potential 
liability) to plan participants” because it did not have the power to 
fund, continue and/or terminate the plan. The district court also noted 
the multiple uses of “establish” and “maintain” as paired terms in the 
definitional section of ERISA. With respect to the issue of whether 
an internal subcommittee of the hospital system could be a separate 
organization, the district court looked to the statutory language requir-
ing that the organization be “a civil law corporation or otherwise.” The 
district court’s view was that the phrase “or otherwise” cannot simply 
encompass any possible entity, or else the statutory distinction would 
lose all meaning.”26

Finally, the district court concluded that the hospital employ-
ees had plausibly alleged that Dignity Health was not associated with 
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a church, based on the Lown factors,27 which the hospital system had 
urged the district court to reject. The hospital system, however, did not 
provide an alternative test and instead relied on the statutory language 
and the Oxford English Dictionary for purposes of establishing whether 
Dignity Health and its subcommittee were associated with a church.

The recent case of Boden v. St. Elizabeth’s Medical Center,28 
decided by the district court for the Eastern District of Kentucky, fol-
lowed and elaborated on the Medina analysis as interpreted by a district 
court in Illinois, Smith v. OSF Health Care Systems,29 a decision that was 
subsequently vacated by the Seventh Circuit30 (. . . we are not prepared, 
at this point, to commit ourselves to the Medina test, or at least to this 
district court’s interpretation of Medina) as discussed further below.

With respect to the first Medina prong, the district court in Boden 
indicated that courts consider a number of factors in determining 
whether an employee benefit plan of an entity—particularly a health 
care entity—is exempt from ERISA as a church plan, in particular, 
whether the entity is associated with a church, including a church’s rec-
ognition of the entity; the inclusion of language in key documents that 
evidence a relationship between the entity and a church; the presence 
of denominational requirements for board memberships, employees, or 
patients; a clear affiliation with a church through denominational cha-
pels; evidence that the entity is guided by specific church religious prin-
ciples; and requirements that certain decisions must be made by church 
leadership. In Boden, many of these factors were present, and the plain-
tiffs, hospital employees, did not question that the defendant employer, 
St. Elizabeth’s Medical Center satisfied the first prong of the inquiry.

It was the second prong of the inquiry—the requirement that 
the hospital’s retirement plan be maintained by a principal-purpose 
organization—that was the area to which the district court in Boden 
devoted most of its substantive attention. First, the hospital employees 
claimed that the internal committee that was assigned responsibility for 
the retirement plan by the Medical Center was not a principal-purpose 
organization because it was not a completely separate organization from 
the Medical Center. The district court disagreed. Although ERISA does 
not define the term “organization,” the district court looked to the dic-
tionary definition of organization and concluded that an organization 
was a group of persons with a specific purpose, and concluded that the 
committee satisfied this low bar to be an “organization.”

The hospital employees next contended that even if  the internal 
committee was such an organization, the committee did not “main-
tain” the plan. Here, the district court, while noting that the meaning 
of the term “maintain” has been explicated in other ERISA cases, did 
not look to that body of guidance because ERISA does not define the 
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term “maintain,” for purposes of the church plan exemption.31 Instead, 
the district court again looked to dictionaries, both legal and standard 
oriented, to conclude that “maintain” means “. . . to keep on an exist-
ing state; preserve from failure or inefficiency . . .” or to “. . . care for 
the plan for purposes of operational productivity. . .” In making this 
determination, after a lengthy analogy to what it means to “maintain” 
a library, the district court looked to the documents governing the pen-
sion plan for guidance and focused on the responsibilities delegated 
to the committee rather than its day-to-day functions, stating that the 
structure set out in the formal documents was more important than  
“. . . diving into the disputed facts . . .” The committee, for example, had 
a variety of powers and responsibilities including the determination of 
coverage, claims administration, plan interpretation, and oversight. The 
presence of these powers and responsibilities was sufficient to convince 
the district court that the committee was maintaining the plan within 
the meaning of ERISA 3(33), even though it was authorized to and did 
delegate several of its responsibilities, and even though the committee 
lacked the authority to amend or terminate the plan. Interestingly, it did 
not matter to the district court that the committee at issue only met a 
few times a year, and for few hours at each of those meetings, an issue 
that the Seventh Circuit believes may be of significance.32

Furthermore, although the Boden district court agreed with the 
employees that “maintenance” means more than administration, the 
district court distinguished the two terms. According to the district 
court, administration refers to steps taken to actively run the plan, such 
as evaluating benefit claims and paying out benefit claims. In contrast, 
the term “maintenance” is broader, connoting all things necessary to 
ensure the continuation of the plan. The district court also distinguished 
between the principal functions of an organization and the principal 
purpose. According to the district court, the day-to-day activities of an 
organization relate to the principal function of an organization, which 
had been largely delegated, while the principal purpose focuses on the 
duties and responsibilities set forth in plan documents. Finally, the 
district court rejected the employees’ argument that only one organi-
zation can maintain a plan, and in this case that was their employer, 
St. Elizabeth’s Medical Center. The district court disagreed, conclud-
ing that ERISA Section 3(33) did not preclude two organizations from 
maintaining a plan. Consequently, the district court concluded that the 
second prong of the three-prong Medina inquiry was satisfied.

The third Medina prong—establishing that the principal-purpose 
organization was associated with a church—was easily resolved by 
the district court because it had already concluded that St. Elizabeth’s 
Medical Center was associated with a church, and therefore, the 
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committee, an internal subset of St Elizabeth’s, ipso facto must also be 
associated with a church. The district court also reasoned that commit-
tee members had to believe in and follow the teachings of the Catholic 
Church and administer the plan in accordance with the tenets of the 
Catholic Church.

The district court’s analysis thus agreed with St. Elizabeth’s Medical 
Center that its plan met the terms of the ERISA church plan exemption 
pursuant to the Supreme Court’s analysis in Stapleton and the Tenth 
Circuit’s test set forth in Medina.

A recent decision by a panel of the Court of Appeals for the 
Seventh Circuit, in Smith v. OSF Health Care Systems,33 suggests a more 
nuanced analysis than the Medina approach or, perhaps more precisely, 
the Medina approach, as interpreted by some district courts. The Seventh 
Circuit in Smith v. OSF reversed the lower court’s summary judgment 
and laid out guidance for the court to follow on remand in resolving 
this church plan dispute. Because of the posture of the case, the Seventh 
Circuit was limited to providing only dicta on the applicability of the 
church plan exemption, but its reasoning is helpful to understand pos-
sible future limits and scope of the church plan exemption. In Smith 
v. OSF, over an 8-year period, the defendant hospital system’s internal 
committee met for a combined period of seventy minutes. Thus, accord-
ing to the plaintiffs, hospital employees, all of the functions of benefit 
plan maintenance and administration were performed by the hospital 
system itself, and therefore the hospital system, not its internal commit-
tee was “maintaining” the plan.

In Smith v. OSF, the Seventh Circuit panel held that the district 
court should not have granted summary judgment to the hospital sys-
tem without allowing the hospital employees sufficient additional 
discovery to determine what the committee actually did during that sev-
enty minutes, and should not have granted summary judgment with-
out determining whether the committee actually maintained the benefit 
plan within the meaning of ERISA Section 3(33)(C)(i). The Seventh 
Circuit decision noted that the relevant documents established that the 
committee was intended to administer the plan, but that the structure 
on paper does not satisfy the requirements of the church plan definition. 
According to the panel’s decision, a reading of ERISA Section 3(33)(C)(i)  
might reasonably be read to imply that a principal-purpose organiza-
tion must actually administer the plan,34 although the decision did not 
provide guidance to the district court as to the least level of activity that 
would be required to satisfy this bar.

The Smith v. OSF decision also highlighted that the “principle-pur-
pose” requirement must be viewed in the context of the exemption and 
that excessive delegation of plan functions back to the hospital system 
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could amount to a failure of the committee to maintain the plan, “ . . . 
a concept which in its ordinary meaning encompasses, but is not neces-
sarily limited to, ‘administration or funding’- as required by the statute.” 
The decision made this point by again going to ERISA for definition 
and emphasizing the importance of differentiating an organization that 
has as its principal purpose the administration or funding of the plan 
and therefore is permitted under the statute to maintain the plan, from 
the secular entity, here a hospital system which, even if  itself  is associ-
ated with the Church, is not permitted to maintain the plan because its 
“principal purpose” is not administering the plan, but is the enterprise 
that employs the people who participate in the plan.35

The plaintiff  employees in all of these hospital cases raised an 
interesting alternative approach to the availability of the church plan 
exemption, suggesting that meeting the definition of an organization 
would require a wholly independent body, constituted with the principal 
purpose of administering or funding a retirement plan, and endowed 
with the power to modify or terminate the plan. Commenting on that 
structure, the Tenth Circuit in Medina indicated “there may be some 
organization out there that is structured like that, but it certainly is not 
the most intuitive way to do it. Also, it is not clear what the advantage 
of such a structure would be, or why Congress could have required it.”36

The Seventh Circuit concurred with this portion of the Medina 
decision, but strongly suggested that the Medina approach on what it 
means to “maintain” a plan, at least as Medina was interpreted by the 
district court in Smith v. OSF, was inadequate for the statutory purpose 
it was intended to serve.

It remains to be seen whether other federal courts will apply the 
same analysis to determine whether an organization is a principal-
purpose organization as the Tenth Circuit in Medina, or whether other 
courts might tweak the analysis in a manner similar to that suggested in 
dicta by the Seventh Circuit in Smith v. OSF Health Care System.

Although it has obtained little traction for a variety of reasons37 
and appears unlikely to succeed,38 an unrelated challenge to the church 
plan exemption is that it violates the Establishment Clause of the First 
Amendment.39 First, a party challenging the constitutionality of the 
church plan exemption must have constitutional standing, and the 
Supreme Court has held that the injury in fact component of consti-
tutional standing40 applies to challenges to the Establishment Clause.41 
Applying this principle, the district court in Sanzone v. Mercy Hospital42 
held that the plaintiff  hospital employees lacked standing to challenge 
the church plan exemption as a violation of the Establishment Clause in 
the absence of specific allegations that they would have a better-funded 
pension plan if  the church plan exemption did not apply.43
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The second preliminary issue is the constitutional avoidance doc-
trine.44 As the Supreme Court stated in Edward J. DeBartolo Corp. v. 
Florida Gulf Coast Building and Construction Trades Council,45 “Where 
an otherwise acceptable construction of a statute would raise serious 
constitutional problems, the Court will construe the statute to avoid 
such problems unless such construction is plainly contrary to the intent 
of Congress.”46 Applying the constitutional avoidance doctrine in the 
church plan context, any constitutional challenge by hospital employees 
is premature until a determination of church plan status is made.47 That 
is, a party’s Establishment Clause challenge is relevant only if  a district 
court first determines that the plan is a church plan,48 and the constitu-
tional challenge49 does not need to be addressed if  a court finds that the 
church plan exemption does not apply.50

In response to plaintiff  hospital employees’51 Establishment Clause 
challenge, the Tenth Circuit in Medina v. Catholic Health Initiatives52 
followed the tripartite test from Lemon v. Kurtzman:53 “As that test is 
applied in the Tenth Circuit, a government action does not violate the 
Establishment Clause if: “(1) it has a secular purpose,54 (2) its principal 
or primary effect is one that neither advances nor inhibits religion, and 
(3) it does not foster an excessive government entanglement with reli-
gion. We interpret the first and second prongs of the Lemon test in light 
of Justice O’Connor’s endorsement test. That is, we ask whether the 
government’s actual purpose is to endorse or disapprove of religion, and 
whether, irrespective of government’s actual purpose, the practice under 
review conveys a message of endorsement or disapproval. We evaluate 
the government’s actions from the perspective of a reasonable observer, 
who is aware of the history, purpose, and context of the act in ques-
tion.”55 A governmental action violates the Establishment Clause if  it 
fails any of the three prongs.56

With respect to the first prong of the Lemon test—the secular pur-
pose—the issue was whether the challenged government action was moti-
vated by an intent to endorse religion.57 In finding that the first prong 
was satisfied, the Tenth Circuit in Medina noted that there was nothing in 
the text of ERISA Section 3(33) showing an intent by Congress to favor 
one or all religions, and there was a plausible secular purpose, namely 
avoiding entanglement with religion.58 As the Supreme Court stated in 
Walz v. Tax Commission of New York City,59 a general exemption “sim-
ply sparing the exercise of religion” from a regulatory burden is not a 
“foot in the door” leading to an established church in violation of the 
Constitution.60 With respect to the second prong of the test, the Medina 
decision concluded that ERISA’s church plan exemption did not have 
the principal or primary effect of advancing religion, nor does exempt-
ing religious organizations from complying with a regulatory scheme 
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convey an impermissible message that religion is favored or preferred.61 
In this regard, the Supreme Court stated in Walz that “establishment” 
of religion, as understood by the drafters of the Establishment Clause, 
“connote[d] sponsorship, financial support, and active involvement 
of the sovereign in religious activity,”62 none of which were found by 
Medina to be present under the ERISA church plan exemption. With 
respect to the third prong, the Medina panel concluded that “far from 
entangling the government in the affairs of religious institutions, the 
church plan exemption avoids the entanglement that would likely result 
in its absence.”

CONCLUSION

If  the arrangement in Smith v. OSF is ultimately held by the dis-
trict court, or the Court of Appeals for the Seventh Circuit, not to be a 
church plan, there arguably will be a conflict between the Seventh Circuit 
and the Tenth Circuit that the Supreme Court could address to provide 
guidance with respect to the “principal-purpose” issue, although there 
is some question as to how the Tenth Circuit would have concluded 
had it been asked to address the fact pattern presented to the Seventh 
Circuit. Therefore, even if  the decisions of the two Circuits were argu-
ably in conflict, the Supreme Court might deem it worthwhile for this 
issue to be further addressed by lower courts before granting certiorari. 
Another approach for addressing this issue would be that suggested by 
Ms. Morrison, namely, for Congress to revisit the issue and provide a 
multifactor test for establishing whether an employee benefit plan quali-
fies for the church plan exemption.
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