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HIGHEST COURT RECOGNIZES HIGHEST 

POWER: CHURCH-OWNED BUSINESSES 

SECURE SUPREME COURT WIN

Recent litigation has challenged the protections of church plans, 

long considered exempt from ERISA rules, including funding rules. 

Recognizing this uncertainty, the Supreme Court tackled the issue, 

and on June 5, the highest court in the land delivered an unanimous 

8–0 decision (recently confi rmed Justice Neil Gorsuch did not 

participate in the decision): Churches are exempt from ERISA. 

Why Do Churches Get a Pass?
ERISA specifi cally exempts church plans established and maintained “by a church or by a convention or association of churches 

which is exempt from tax.” But people questioned whether ERISA’s church plan exemption applies to plans maintained by tax-

qualifying, church-affi liated organizations or just church-established plans. Back in 1983, a memorandum from the IRS General 

Counsel said that church plans include those maintained by a church-affi liated organization, regardless of the entity that 

established the plan. 

Why Do Churches Care?
Starting in 2013, more than 20 class action lawsuits across the country claimed that the defi ned benefi t plans of religiously 

affi liated healthcare systems did not qualify for ERISA’s church plan exemption. These lawsuits shared the theme that 

healthcare system plans do not qualify for the church plan exemption because they were not established by churches. The 

plaintiffs argued that, because the plans allegedly do not qualify as church plans, they are required to comply with ERISA’s 

requirements, including:

  minimum funding requirements,

  notice and disclosure requirements,

  and the requirement to pay PBGC insurance premiums.

In some of these lawsuits, the plaintiffs claimed that the plans at issue are underfunded by hundreds of millions of dollars and 

that the defendants are liable for civil law penalties that could add up to billions of dollars.
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What Did the Supreme Court Do?
In a rare 8–0 unanimous decision, in Advocate Health Care Network v. 

Stapleton, the Supreme Court ends the dispute by saying that religiously 

affi liated nonprofi ts’ plans are exempt from ERISA even if they were not 

originally established by a church.

As a result of the ruling, the Supreme Court has overturned decisions at both 

district and appellate levels and from the Third, Seventh, and Ninth circuits, 

which had taken a seemingly rogue view that ERISA’s plain text required that 

a church be the sponsor of the plan for the plan to qualify for the church 

plan exemption.

The Court took a historical view that emphasized the original statute and the Multiemployer Pension Plan Amendments Act 

of 1980. That act expanded the statute’s defi nition to include church-affi liated organizations like the hospitals. The Court 

also found compelling that those responsible for administering ERISA, the Internal Revenue Service, Department of Labor, 

and Pension Benefi t Guaranty Corporation, have long interpreted that plans like the hospitals’ were exempt from ERISA. 

What Happens Now?
For churches and their affi liates, this legal victory essentially means things return to the status quo of the past 30 years. But 

it is important that church plan sponsors do not mistake “exempt from ERISA” for “absolved of fi duciary responsibility.”

Churches and church-affi liated plan sponsors still oversee large amounts of qualifi ed plan assets and, as such, have a 

fi duciary duty under state or common law to generally operate plans in the best interest of the plan participants. Moreover, 

church sponsors are responsible for delivering what these plans were designed to do in the fi rst place: namely attract and 

retain key talent.

Justice Sonia Sotomayor’s concurring opinion wisely points out that, while the Court may have reached the right result, 

hundreds of thousands of employees will remain unprotected. Recent history in the governmental and multiemployer 

defi ned benefi t system clearly tells us that the threat of unsustainability is only heightened by poor plan governance. 

A forward-thinking church and church-affi liated plan sponsor should recognize this and, despite an ERISA exemption, should 

operate their plans under a fi duciary standard. This means partnering with experts to effectively design, fund, communicate, 

and govern a plan that employees can trust and value.

In a few words, Justice Elena Kagan 

brought relief to churches across the 

nation, writing, “the question presented 

here is whether a church must have 

originally established such a plan for it 

to so qualify. ERISA, we hold, does not 

impose that requirement.”


