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TO: Attorneys of Record 

COUNSEL: 

PLEASE TAKE NOTICE that, pursuant to the July 25, 2018 Letter Order 

Granting Plaintiff’s Motion for Leave to File an Amended Complaint and the 

Court’s September 7, 2018 Order extending the page limits and setting a briefing 

schedule, on December 3, 2018 at 9:00 a.m. in the forenoon, or as soon thereafter 

as counsel may be heard, the undersigned attorneys for defendants Saint Peter’s 

Healthcare System, Retirement Plan Committee for the Saint Peter’s Healthcare 

System Retirement Plan, Leslie D. Hirsch, Pamela Teufel, Garrick Stoldt, Lisa 

Drumbore, Ronald C. Rak, and Susan Ballestero (collectively, the “Defendants”), 

shall apply before the Honorable Michael A. Shipp at the United States District 

Court for the District of New Jersey, Clarkson S. Fisher Building and U.S. 

Courthouse, 402 East State Street, Trenton, New Jersey 08608 for an Order, 

pursuant to Fed. R. Civ. P. 12(b)(1) and 12(b)(6), dismissing the Amended 

Complaint with prejudice, or alternatively, in the event that any claims remain, to 

strike the portion of paragraph 54 of the Amended Complaint referring to the 

vacated Third Circuit opinion pursuant to Fed. R. Civ. P. 12(f). 

PLEASE TAKE FURTHER NOTICE that in support of this motion, 

Defendants shall rely upon the accompanying Memorandum of Law, Certification 

of Garrick Stoldt, and the documents annexed thereto, and Certification of 
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Monsignor John Fell, and the documents annexed thereto.  A proposed form of 

Order is also attached. 

PLEASE TAKE FURTHER NOTICE that Defendants hereby request oral 

argument. 

Respectfully submitted, 

SILLS CUMMIS & GROSS P.C. 
One Riverfront Plaza 
Newark, New Jersey  07102-5400 
(973) 643-7000  

By: s/ Jeffrey J. Greenbaum  
JEFFREY J. GREENBAUM 
JAMES M. HIRSCHHORN  
KATHERINE M. LIEB  

Attorneys for Defendants Saint 
Peter’s Healthcare System, 
Retirement Plan Committee for the 
Saint Peter’s Healthcare System 
Retirement Plan, Leslie D. Hirsch, 
Pamela Teufel, Garrick Stoldt,  
Lisa Drumbore, Ronald C. Rak, and  
Susan Ballestero 

Dated: September 7, 2018
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PRELIMINARY STATEMENT

Having lost in the Supreme Court on their main claim that the Church Plan 

Exemption from ERISA does not apply to Saint Peter’s and other Catholic 

hospitals because they are not churches, the lawyers behind this crusade have 

fallen back on secondary lines of attack – that the Retirement Plan Committee 

(“Plan Committee”) that administers the Saint Peter’s Retirement Plan (“Plan”) is 

not an organization whose principal purpose is to maintain the Plan, that Saint 

Peter’s and the Plan Committee are not controlled by or associated with the Roman 

Catholic Church, and that a substantial number of employees covered by the Plan 

work for entities that are not controlled by or associated with the Church.  Because 

all of these secondary arguments fail as a matter of both law and fact, the Plan is a 

church plan unregulated by ERISA, and this Court must dismiss their federal 

claims for lack of subject matter jurisdiction. 

First, their chosen plaintiff, Laurence Kaplan, lacks standing both to bring 

claims under ERISA and to attack the constitutionality of the Church Plan 

Exemption (the “Exemption”).  Article III standing requires injury in fact.  The 

beneficiary of a defined benefit pension plan does not suffer such injury unless he 

has not received benefits or is in imminent danger of not receiving them.  Kaplan 

has been paid every cent he is due, and the Plan has the assets to pay all benefits 

due to all beneficiaries for the next ten years and beyond.  He therefore lacks 

standing to assert claims for violation of ERISA if ERISA applied.  Because he 
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lacks standing to assert his ERISA claims, he also lacks standing to assert that the 

Establishment Clause bars application of the Exemption to Saint Peter’s. 

Second, the Plan is an exempt church plan.  The Plan Committee is a 

principal purpose organization within the meaning of 29 U.S.C. § 1002(33)(C)(i).  

As the Tenth Circuit has held in Medina v. Catholic Health Initiatives, the only 

Circuit to address these issues after the Supreme Court decision, a principal 

purpose organization need not be a separate corporate entity or have the power to 

fund the plan.  877 F.3d 1213 (10th Cir. 2017).  Under the language of the statute, 

a subunit of the establishing church controlled or associated healthcare system 

satisfies the statute if it administers the plan.  The Amended Complaint (“AC”) 

concedes that the Plan Committee administers the Plan, and the Exemption 

requires no more. 

Third, out of the many church plan cases Kaplan’s lawyers have brought 

around the country, this one has the strongest case for church control and 

association.  Saint Peter’s is the only system that is wholly owned by a church – 

the Roman Catholic Diocese of Metuchen – and the Bishop has unrestricted power 

to appoint and remove the members of its Board and senior officers, and to veto 

the Board’s decisions.  He has the same power to appoint and remove the members 

of the Plan Committee.  Under governing IRS regulations, SEC regulations, and 

New Jersey common law, the Bishop’s power constitutes control.  Saint Peter’s 

corporate charter and bylaws require him to exercise that control to assure that 
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Saint Peter’s is run according to the Church’s rules for Catholic health care 

institutions.  Through the Board and his representative on it, he does.  Moreover, 

the Roman Catholic Church recognizes Saint Peter’s as a Catholic institution in its 

official directory, and that recognition is conclusive on the issue of association.  Its 

employees are thus deemed employees of a church.  In sum, the Exemption applies 

to the Saint Peter’s Plan. 

Fourth, under Corp. of Presiding Bishop v. Amos, 483 U.S. 327 (1987), the 

Exemption is a neutral accommodation to religious organizations that does not 

violate the Establishment Clause when applied to a church controlled or church 

associated hospital. 

As the last resort line of attack, the AC asserts New Jersey common law 

claims of breach of contract, promissory estoppel, unjust enrichment and breach of 

fiduciary duty.  The only possible basis for jurisdiction over these claims is 

ancillary jurisdiction under 28 U.S.C. § 1367.  Because the Court lacks subject 

matter jurisdiction over the ERISA and Establishment Clause claims, it lacks 

subject matter jurisdiction over the ancillary state law claims, and they must be 

dismissed.  Moreover, they fail to state claims for relief under New Jersey law, 

largely because the AC does not allege that Kaplan has been or is about to be 

injured, but also because the Plan document incorporates by reference the Internal 

Revenue Code’s exemption of church plans from ERISA funding requirements.   
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STATEMENT OF FACTS

A. Parties 

1. Plaintiff 

Laurence Kaplan is 75 years old.  He retired as Manager of Food and 

Nutrition Services at Saint Peter’s University Hospital.  He has received and is 

receiving his full retirement benefits under the Plan since April 1, 2001.  (Stoldt 

Cert. ¶ 32).1

2. Defendants 

Saint Peter’s Healthcare System, Inc. (“Saint Peter’s”) is a nonprofit 

healthcare system, owned, and controlled by the Roman Catholic Diocese of 

Metuchen (the “Church”).  It encompasses Saint Peter’s University Hospital, 

located in New Brunswick, New Jersey and three other subsidiaries that participate 

in the Plan.  (Id. ¶¶ 3, 28).  The Saint Peter’s Retirement Plan Committee is a 

committee of Saint Peter’s Board of Governors charged with administration of the 

Plan.  (Id. ¶ 22).  The individual defendants are present or former officers of Saint 

Peter’s.  (AC ¶¶ 24-29). 

B. Control By And Association With The Roman Catholic Church 

1. Ownership and Control 

Saint Peter’s was incorporated in 1908 by the Roman Catholic Diocese of 

______________________ 
1 References to the “Stoldt Cert.” and the “Fell Cert.” refer to the Certification of 
Garrick Stoldt, dated September 7, 2018, and to the Certification of Monsignor 
John Fell, dated September 7, 2018, respectively.  
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Trenton and has belonged to the Diocese of Metuchen since that diocese was 

established in 1981.  (Fell Cert. ¶¶ 6, 8).  The Diocese is a public juridic person 

under Roman Catholic Canon Law, operating as an entity of the Roman Catholic 

Church.  Saint Peter’s is the Diocese’s instrumentality to carry out the Church’s 

historic mission to heal and comfort the sick.  (Id. ¶¶ 7, 9).  All of the assets of the 

Diocese are ecclesiastical property owned by the Church, and alienation of its 

property in excess of $7 million requires the approval of the Vatican.  (Id. ¶¶ 7 & 

25). 

Saint Peter’s is a nonprofit corporation organized under the New Jersey 

Nonprofit Corporation Act, N.J.S.A. 15A:1-1 et seq.  (Id. ¶ 9).  It is exempt from 

federal income taxation under Internal Revenue Code 501(c)(e), 26 U.S.C. § 

501(c)(3).  (Stoldt Cert. ¶ 3).  Its purposes are “to care, cure, nurture and maintain 

sick and infirm persons” and to “own, maintain, operate, or assist in the operation 

of one or more Catholic hospitals.”  (Id. ¶ 3, Ex. A).  Saint Peter’s operates Saint 

Peter’s University Hospital and other wholly owned nonprofit healthcare 

subsidiaries.  (Id. ¶ 2).   

The Roman Catholic Bishop of Metuchen is the sole Member of Saint 

Peter’s under the Nonprofit Corporation law, responsible to ensure compliance by 

the corporation and its subsidiaries with the U.S. Conference of Catholic Bishops’ 

Ethical and Religious Directives For Catholic Health Care Facilities (“ERDs”).  

(Id. ¶¶ 4, 6).  Management of Saint Peter’s is vested in its Board of Governors 
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(“Board”).  (Id. ¶ 5).  All of the members of the Board except two are appointed by 

the Bishop,2 and all may be removed by the Bishop with or without cause.  (Id. ¶¶ 

9 and 11).  The President and CEO of Saint Peter’s is a member of the Board, as is 

the Episcopal Vicar for the Healthcare Apostolate for the Diocese of Metuchen 

(“Episcopal Vicar”), who sits as the Bishop’s personal representative.  (Id. ¶ 11; 

Fell Cert. ¶¶ 4-5).  The Bishop has the power to veto any action by the Corporation 

or its Board.  (Stoldt Cert. ¶ 9).  The Bishop also appoints the Chair and Vice Chair 

of the Board, as well as the President and Chief Executive Officer, Treasurer and 

Chief Financial Officer, Secretary and Assistant Secretary of Saint Peter’s in his 

sole discretion, and they serve at his pleasure.  (Id. ¶ 10).  The Bishop also has the 

power to appoint and remove at pleasure the Executive Directors of each of Saint 

Peter’s subsidiaries in his sole discretion, and they serve at his pleasure.  (Id. ¶ 12).  

The Bishop controls the subsidiaries, including Saint Peter’s University Hospital, 

through his control of Saint Peter’s and his authority to exercise its corporate 

powers over its subsidiaries.  (Id.  ¶ 12).  The Bishop is directly involved in Saint 

Peter’s and communicates regularly with its management.  (Fell Cert. ¶ 14). 

C. Saint Peter’s Association With The Church 

The Roman Catholic Church regards care and healing of the sick as an 

essential part of its religious mission.  (See Ethical and Religious Directives 

______________________ 
2   The President and immediate Past President of Saint Peter’s Medical Staff 
serve ex officio as members of the Board, as New Jersey regulations require.  
(Stoldt Cert. ¶ 11).  See N.J.A.C. 8:43G-5.1(e) (2013).  
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(“ERDs”) (Stoldt Cert., Ex. L) at 6.)  Accordingly, Saint Peter’s bylaws provide 

that “the basic mission of the corporation . . . is to continue the healing mission of 

Jesus Christ as expressed in the Gospel,” and to “foster the values of love, 

compassion, justice and reverence for human life.”  (Id. ¶ 13, Ex. B, Art. I. § 2(a)).  

Saint Peter’s Certificate of Incorporation requires it operate in conformity with the 

law, teachings and moral practices of the Church and in compliance with the 

ERDs.  (Id. ¶ 14, Ex. B, Art. I, § 2(b)).  Members of the Board must agree in 

writing that they will manage Saint Peter’s in accord with the ERDs.  (Id. ¶ 15).   

Using his authority under canon law and the Nonprofit Corporation Act, the 

Bishop is directly and personally responsible to ensure compliance of Saint Peter’s 

and its subsidiaries with the ERDs.  (Id. ¶ 6; Fell Cert. ¶ 14).  To that end, the 

Bishop appoints his Episcopal Vicar to the Saint Peter’s Board.  The Episcopal 

Vicar is a voting member of the Board, and he advises the Board in matters 

relating to adherence to the ERDs.  He is directly and personally responsible, under 

the Bishop, for Saint Peter’s adherence to their principles.  The Episcopal Vicar 

sits on Saint Peter’s Ethics Committee and Infant Bioethics Committee, which 

meet regularly to ensure compliance with the ERDs.  The Ethics Committee 

maintains a hotline that allows anyone to report a perceived violation of the ERDs.  

(Fell Cert. ¶¶ 4-5, 13-17). 

Saint Peter’s maintains a Pastoral Care Department that provides Catholic 

religious services to patients, including daily Mass at the hospital and the 
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availability of the sacraments of Reconciliation and Anointing the Sick.  It also 

coordinates visits by clergy of other faiths to meet the spiritual needs of non-

Catholic patients.  (Stoldt Cert. ¶ 16; Fell Cert. ¶ 23).   

Saint Peter’s Catholic affiliation is openly displayed.  Catholic devotional 

pictures and statues are placed throughout the hospital, and crucifixes are hung in 

many, if not all rooms.  Mass is said daily.  Daily morning prayers, in which all are 

invited to participate, are broadcast over the public address system.  Board 

meetings begin with prayer.  The Cross is the central element of Saint Peter’s logo.  

(Stoldt Cert. ¶¶ 18-20; Fell Cert. ¶¶ 18-22).   

Saint Peter’s is listed in The Official Catholic Directory (2013).  (Stoldt 

Cert. ¶ 21, Ex. F).  The Internal Revenue Service has ruled that “[a]ny organization 

listed in this directory is considered associated with the Roman Catholic Church in 

the United States” for the purpose of the Church’s blanket exemption under 26 

U.S.C. § 501(c)(3).  IRS Gen. Counsel Mem. 39007 (July 1, 1983), 1983 GCM 

LEXIS 54, at *12 (Stoldt Cert.  ¶ 21, Ex. G). 
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D. The Saint Peter’s Retirement Plan 

1. Administration

The Plan is a non-contributory defined benefit retirement plan that covers 

substantially all Saint Peter’s employees hired before July 1, 2010.  (Stoldt Cert. 

Ex. H (“Plan”)).  As of that date, Saint Peter’s closed the Plan and established a 

defined contribution plan for subsequent hires.  (Id. ¶ 25). 

The Plan was established by Saint Peter’s.  It is administered by the 

Retirement Plan Committee (“Plan Committee”), a standing committee of Saint 

Peter’s Board.  (AC ¶ 74; Stoldt Cert. ¶ 22, Ex. H, Plan ¶ 8.01).  The Plan 

Committee has exclusive discretionary authority over all aspects of the Plan, 

including management of Plan assets, determining eligibility for benefits, 

construing the provisions of the Plan, and directing disbursements under the Plan.  

(Stoldt Cert.  ¶¶ 23-24; Ex. H, Plan ¶ 8.02).  It consists of five members of the 

Board, including the Chair, the Chief Financial Officer, and the Episcopal Vicar.  

All of its members were appointed to the Board by the Bishop and are removable 

from the Board by him.  (Id. ¶ 26; Plan ¶ 1.10).  The Plan requires all members of 

the Plan Committee to be appointed by the Bishop.  (Plan ¶ 1.10).  The Plan invests 

its assets in accord with the U.S. Conference of Catholic Bishop Investment 

Guidelines.  (Id. ¶ 23, Ex. I). 

The Plan Committee has never made the election for a church plan to be 

treated as an ERISA plan required by 26 U.S.C. § 410(d) and 26 C.F.R. § 1.410(d)-
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1.  (Id. ¶ 27).  In 2006, the Plan applied for an IRS letter ruling that it was exempt 

from ERISA under the Exemption.  On August 14, 2013, the Plan received an IRS 

Letter Ruling that it was exempt from ERISA under the Exemption.  (Id. ¶ 29-31, 

Ex. J). 

2. Financial Status

As of year-end 2017 the Plan has assets of $203 million and present value 

liabilities of $339 million on a GAAP basis.  (Id. ¶ 34).  In 2016 and 2017, Saint 

Peter’s contributed $27.406 million while the Plan paid out $16.590 million in 

benefits, for a net increase of $10.816 million in assets.  Saint Peter’s is making a 

further $4 million in contributions for 2018 on a weekly basis.  (Id. ¶ 35).  The 

Plan is paying in full all benefits due.  (Id. ¶ 32).  Even if the Plan earned no 

further income and received no further contributions from Saint Peter’s, it can pay 

in full all accrued benefits for at least the next ten years and still have more than 

$50 million remaining.  (Id. ¶¶ 36-37).  There is no imminent risk that it will 

default.  (Id. ¶ 38). 

ARGUMENT

I. KAPLAN LACKS STANDING TO ASSERT ANY FEDERAL CLAIM 
ARISING OUT OF THE SAINT PETER’S PLAN  

Because the jurisdiction of the federal courts is restricted to cases and 

controversies arising within the scope of Article III, a federal court does not have 

subject matter jurisdiction unless a plaintiff has standing to sue.  Spokeo, Inc. v. 
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Robbins, __ U.S. __, 136 S. Ct. 1540, 1547 (2016).  The “irreducible minimum” of 

standing requires three elements:  the plaintiff must (i) have suffered an injury in 

fact, (ii) that is fairly traceable to the defendant’s challenged conduct, and (iii) is 

likely to be redressed by a judicial decision in his favor.  Id.; Lujan v. Defenders of 

Wildlife, 504 U.S. 555, 560-61 (1992).  “To establish injury in fact, a plaintiff must 

show that he or she suffered ‘an invasion of a legally protected interest’ that is 

‘concrete and particularized,’ and ‘actual or imminent, not conjectural or 

hypothetical.”  Spokeo, Inc., 136 S. Ct. at 1548 (quoting Lujan, 504 U.S. at 560).  

When the plaintiff seeks preventive relief against an alleged future injury, he must 

allege that “the threatened injury is ‘certainly impending’” or that “there is a 

‘substantial risk’” that the harm will occur.  Susan B. Anthony List v. Driehaus,  __ 

U.S. __, 134 S. Ct. 2334, 2341 (2014) (quoting Clapper v. Amnesty Int’l, 568 U.S. 

398, 414 n.5 (2013)).  

Kaplan has the burden to prove standing.  Lujan, 504 U.S. at 561.  He cannot 

satisfy the first of the three elements of standing because he cannot demonstrate 

that he has been injured in fact by the alleged violations of ERISA or that there is a  

“certainly impending” risk that he will be injured.  The AC does not allege that the 

Plan has failed to pay Kaplan (or any putative class member) the benefits due to 

him.3  Nor does it allege that the Plan is in imminent danger of default.  In fact, all 

______________________ 
3 “In the class action context, our standing inquiry focuses solely on the class 
representative(s).”  Mielo v. Steak ‘N Shake Operations, Inc., 2018 U.S. App. 
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required benefits have been paid and continue to be paid.  (Stoldt Cert. ¶ 32).  

Instead, the AC alleges only that Saint Peter’s has failed to make the minimum 

funding contributions to the Plan required by ERISA (AC ¶¶ 145-49, 180), and that 

the Plan is underfunded by $130 million.  (AC ¶¶ 15, 199).  

That allegation of underfunding, in the air, without more, does not create 

standing under ERISA.  A participant in a defined benefit plan subject to ERISA 

has only an interest in payment of his accrued benefits, not in the assets of the plan.  

Hughes Aircraft Corp. v. Jacobson, 525 U.S. 432, 439-40 (1999).  It follows that 

“diminution of plan assets, without more, is insufficient to establish actual injury to 

any particular participant.”  Perelman v. Perelman, 793 F.3d 368, 374 (3d Cir. 

2015).  Instead, “constitutional standing for defined benefit participants requires 

imminent risk of default by the plan, such that the participant’s benefits are 

adversely affected.”  Lee v. Verizon Commc’ns, Inc., 837 F.3d 523, 546 (5th Cir. 

2016), cert. denied sub nom. Pundt v. Verizon Commc’ns, Inc., 137 S. Ct. 1374 

(2017).   

The Lee plaintiffs alleged that the plan was underfunded on an actuarial 

basis.  837 F.3d at 546.  However, the Fifth Circuit held that plaintiffs lacked 

constitutional standing because they failed to “allege a plan termination, an 

inability by Verizon [to] address a shortfall in the event of termination, or a direct 

______________________________________________________________ 
LEXIS 20793, at *12 (3d Cir. July 26, 2018). “Whether an action presents a ‘case 
or controversy’ under Article III is determined with respect to the named parties.”  
Krell v. Prudential Ins. Co. of America, 148 F.3d 283, 306 (3d Cir. 1998).   
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effect thereof on participants’ benefits.”  Id.  Instead, it pointed out that “direct 

injury to a participants’ [sic] benefits” would depend on several additional 

contingencies, including the employer’s inability to cover any future shortfall.  Id.; 

accord David v. Alphin, 704 F.3d 327, 336-38 (4th Cir. 2013).  “Plaintiffs will only 

be harmed if the Plan runs out of money and if [employer] refuses to make up the 

shortfall while Plaintiffs are still receiving benefits from the Plan.” Duncan v. 

Muzyn, 885 F.3d 422, 428 (6th Cir. 2018) (standing denied, following Lee). 

The AC’s allegations fall short of those held insufficient to create standing 

in Lee.  While the AC alleges that the Plan is underfunded by $130 million (AC ¶¶ 

14, 68, 199), it does not connect this figure to any probability that the Plan will be 

unable to pay benefits at any point in the future.  Nor does it allege that Saint 

Peter’s will be unable to make up any shortfall in order to pay required benefits at 

any time in the future.  See Harley v. Minnesota Mining & Mfg. Co., 284 F.3d 901, 

906 (8th Cir. 2002) (no standing unless plaintiff alleges both plan is underfunded 

and employer lacks capacity to make up shortfall); Perelman v. Perelman, 919 F. 

Supp. 2d 512, 518 (E.D. Pa. 2013) (Harley followed), aff’d 793 F.3d 368 (3d Cir. 

2015).  Without tying the $130 million figure to a substantial risk that Kaplan’s 

benefits are in imminent jeopardy, underfunding does not confer standing.   

Kaplan cannot plead an imminent risk of default.  The complaint in Feather 

v. SSM Health, 2018 U.S. Dist. LEXIS 122346 (E.D. Mo. July 23, 2018), brought 

by the same plaintiffs’ counsel, made the same ERISA underfunding claim.  The 
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district court held that plaintiffs lacked standing to assert it because the plan had 

sufficient assets to pay more than 10 years of benefits in the future and the 

employer was making regular contributions.  Feather, 2018 U.S. Dist. LEXIS 

122346, at *11-12. Following Perelman and David, Feather held that the prospect 

of default at some indefinite future date did not allege a concrete injury that would 

create standing.  Id. at *12-13.  The same is true here.  Saint Peter’s is making 

regular contributions, and even under GAAP accounting, the Plan has enough 

assets to pay more than the next 10 years’ accrued benefits, even if it earned no 

return on its $200 million corpus.  (Stoldt Cert. ¶¶ 36-38).  Without actual 

nonpayment or the risk of imminent nonpayment, Kaplan has no standing to assert 

under ERISA that the Plan is underfunded. 

Kaplan’s allegations of breach of fiduciary duty lack standing for the same 

reasons.  To have standing, the beneficiary of an ERISA plan must allege not only 

that fiduciaries have breached their duty to the plan, but that he has suffered direct, 

individual injury from the breach.  “Misconduct by the administrators of a defined 

benefit plan will not affect an individual’s entitlement to a defined benefit unless it 

creates or enhances the risk of default by the entire plan.”  LaRue v. DeWolff, 

Boberg & Assocs., 552 U.S. 248, 255 (2008).  It follows that “the statute does 

impose a general fiduciary duty to comply with ERISA, but it does not confer a 

right to every plan participant to sue the plan fiduciary for alleged ERISA 

violations without a showing that they were injured by the alleged breach of the 
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duty.”  Kendall v. Employees Ret. Plan of Avon Prods., 561 F.3d 112, 120 (2d Cir. 

2009).  Insofar as Kaplan alleges that the Plan administrators have breached their 

fiduciary duties by underfunding the Plan (AC ¶ 199), he fails to allege that he has 

suffered or is about to suffer injury by the alleged underfunding. 

Nor does Kaplan’s allegation in Count IV of the AC that the Plan failed to 

make reports required by ERISA confer standing.  Without concrete and individual 

harm to a plaintiff, mere failure to provide required notices is not a sufficient injury 

to create Article III standing.  Spokeo, Inc., 136 S. Ct. at 1549 (“bare procedural 

injury” under Fair Credit Reporting Act does not confer standing).  “[D]eprivation 

of a procedural right without some concrete interest that is affected by the 

deprivation – a procedural right in vacuo – is insufficient to create Article III 

standing.”  Summers v. Earth Island Inst., 555 U.S. 488, 496 (2009), citing Lujan, 

504 U.S. at 572 n.7.  It is necessary to allege not simply that notice required by the 

statute was not provided, but that some injury to Kaplan other than the lack of 

notice itself resulted.  Count II fails to do so.  While it alleges Saint Peter’s did not 

provide Kaplan with various reports required by ERISA, it does not allege that the 

lack of this information had any harmful consequences or affected any substantive 

right.  It therefore does not confer standing.  Feather, 2018 U.S. Dist. LEXIS 

122346, at *14.4

______________________ 
4 To the extent that Horvath v. Keystone Health Plan E., Inc., holds that 
ERISA’s reporting and disclosure requirements confer Article III standing on any 
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Finally, the same is true of Kaplan’s claim that the Exemption violates the 

Establishment Clause.  Standing requires not only injury in fact, but causation and 

the prospect that a favorable judicial decision will give plaintiff relief.  Spokeo, 

Inc., 136 S. Ct. at 1547.  Because Kaplan lacks standing to assert substantive 

claims under ERISA, a decision that the Exemption violates the Establishment 

Clause would be merely an abstract question of law that will not provide him with 

the relief he seeks.  Sanzone v. Mercy Health, 2018 U.S. Dist. LEXIS 145195, at 

*26-28 (E.D. Mo. Aug., 27, 2018); Feather v. SSM Health, 2018 U.S. Dist. LEXIS 

122346, at *15-16; Overall v. Ascension, 23 F. Supp. 3d 816, 832-33 (E.D. Mich. 

2014). 

In conclusion, the AC has not alleged that Saint Peter’s assertion of its status 

as a church plan exempt from ERISA, its purported failure to fund the Plan, or its 

failure to provide Kaplan with the assorted notices and reports required by ERISA 

has injured Kaplan in any concrete or particular way.  It does not and cannot allege 

that Kaplan has not received the benefits that he is due under the Plan.  It does not 

allege that Kaplan is in any imminent danger of not receiving his vested benefits 

______________________________________________________________ 
beneficiary to seek injunctive relief “solely by virtue of statutes creating legal 
rights, the invasion of which creates standing,” it is inconsistent with Article III’s 
requirement of concrete, particularized injury.  333 F.3d 450, 456 (3d Cir. 2003) 
(internal citations omitted).  Article III standing is distinct from statutory standing, 
and Congress cannot confer Article III standing where concrete, particularized 
injury does not exist.  “[T]he requirement of injury in fact is a hard floor of Article 
III jurisdiction that cannot be removed by statute.”  Summers, 555 U.S. at 497; 
accord, Spokeo, Inc., 136 S. Ct. at 1549 (“Article III standing requires a concrete 
injury even in the context of a statutory violation”). 
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under the Plan.  It does not allege that Saint Peter’s is or will be unable to pay 

Kaplan his vested benefits if the Plan’s assets are insufficient.  It does not allege 

that Kaplan was affected by any failure to receive ERISA notices or that he would 

have done anything differently if he had received them.  Accordingly, Kaplan lacks 

standing, and the AC should be dismissed for lack of subject matter jurisdiction 

under Rule 12(b)(1). 

II. THE COURT LACKS SUBJECT MATTER JURISDICTION 
BECAUSE SAINT PETER’S PLAN IS A CHURCH PLAN EXEMPT 
FROM ERISA 

When a retirement plan is not subject to ERISA, the court lacks subject 

matter jurisdiction to consider a claim arising under that statute and must dismiss 

for lack of subject matter jurisdiction under Fed. R. Civ. P. 12(b)(1).  Koval v. 

Wash. Cnty. Redevelopment Auth., 574 F.3d 238, 244 (3d Cir. 2009).5 Koval

______________________ 
5 Decided after Arbaugh v. Y & H. Corp., 546 U.S. 500 (2006), and Steel Co. 
v. Citizens for a Better Environment, 523 U.S. 83 (1998), Koval is consistent with 
those decisions’ general language about the distinction between lack of subject 
matter jurisdiction and failure to state a claim for relief.  Koval meets the 
requirements of Steel Co. and Arbaugh that a statute must refer to jurisdiction for a 
dismissal on jurisdictional grounds, as opposed to failure to state a claim.  ERISA 
provides exclusive jurisdiction of civil actions brought by a participant or 
beneficiary.  29 U.S.C. § 1132(e)(1).  In turn, the Exemption, 29 U.S.C. § 
1003(b)(2) provides that “the provisions of this title” do not apply to a church plan 
as defined in the statute.  The “provisions of this title” include the provisions 
conferring jurisdiction on the district court.  While the jurisdictional provisions are 
a separate section of ERISA, that section is subject to and incorporates by 
reference the § 1003(b)(2) blanket exclusion from the statute.  Cf. Animal Sci. 
Prods., Inc. v. China Minmetals Corp., 654 F.3d 462, 466-68 (3d Cir 2011) (no 
jurisdictional issue when statutory language is silent as to jurisdiction). 
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affirmed the dismissal of an ERISA claim against a retirement plan that was 

excluded under the statute’s Governmental Plan Exemption.  ERISA § 4(b)(1), 29 

U.S.C. § 1003(b)(1); see also Crisdon v. Bank of Am., 2013 U.S. Dist. LEXIS 

81556, at *5 (D.N.J. June 10, 2013) (dismissing ERISA claim for lack of subject 

matter jurisdiction, inter alia, when alleged trust fund not subject to ERISA); Jones 

v. South Williamsport Sch. Dist., 2012 U.S. Dist. LEXIS 169348 (M.D. Pa. Nov. 

29, 2012) (governmental plan); Isko v. Engelhard Corp., 2005 U.S. Dist. LEXIS 

41669, at *24 (D.N.J. Apr. 29, 2005) (“excess benefit plan”).   

Like the Governmental and Excess Benefit Exemptions, the Church Plan 

Exemption deprives a court of subject matter jurisdiction under ERISA.  Sanzone, 

2018 U.S. Dist. LEXIS 144195, at *2; Hall v. USAble Life, 774 F. Supp. 2d 953, 

954 (E.D. Ark. 2011).  This Court has already recognized that if the Plan is exempt 

from ERISA, “it would likely strip the Court of subject matter jurisdiction.”  

Kaplan v. Saint Peter’s Healthcare System, 2014 U.S. Dist. LEXIS 131569, at *6 

(D.N.J. Sep. 19, 2014) (citing Koval). 

Lack of subject matter jurisdiction can be challenged factually at any point.  

See CNA v. United States, 535 F.3d 132, 145-46 (3d Cir. 2008); Berardi v. 

Swanson Mem’l Lodge No. 48 of Fraternal Order of Police, 920 F.2d 198, 200 (3d 

Cir. 1990); see also D.G. v. Somerset Hills Sch. Dist., 559 F. Supp. 2d 484, 490-91 

(D.N.J. 2008); Fed. R. Civ. P. 12(h)(3).  When challenged, the court’s power to 

hear the case must be resolved before further proceeding on the merits.  Zambelli 
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Fireworks Mfg. Co. v. Wood, 592 F.3d 412, 418 (3d Cir. 2010).  Because the facts 

demonstrate that Saint Peter’s satisfies all of the criteria for the Exemption, the 

AC’s ERISA claims must be dismissed for lack of subject matter jurisdiction.6

A. Saint Peter’s Plan Is Maintained By A Principal Purpose 
Organization 

The Exemption, 29 U.S.C. § 1003(b)(2), exempts any “church plan” from 

ERISA’s provisions.  ERISA defines a “church plan” as a “plan established and 

maintained . . . for its employees . . . by a church or a convention or association of 

churches.”  29 U.S.C. § 1002(33)(A).  The 1980 amendments to ERISA expanded 

that definition to include plans maintained by a “principal purpose organization.”  

Under 29 U.S.C. § 1002(33)(C)(i), a plan “maintained . . .  for its employees . . . by 

a church”: 

includes a plan maintained by an organization, whether a civil law 
corporation or otherwise, the principal purpose or function of which is 
the administration or funding of a plan or program for the provision of 

______________________ 
6 Unlike this case, defendants in Rollins v. Dignity Health, Inc., 2018 U.S.  
Dist. LEXIS 152321 (N.D. Cal. Sept. 6, 2018), moved to dismiss only for failure to 
state a claim under Fed. R. Civ. P. 12(b)(6).  The Rollins court denied the motion 
on the ground that issues of maintenance, principal purpose, control and 
association presented issues of fact that could not be resolved on a 12(b)(6) motion 
where the complaint’s factual allegations must be taken as true.  Because 
defendants in this case have moved to dismiss for lack of subject matter 
jurisdiction, the court can and should resolve factual issues relating to its 
jurisdiction before proceeding further.  “[A] facially sufficient complaint may be 
dismissed before an answer is served if it can be shown by affidavits that subject 
matter jurisdiction is lacking.”  Berardi, 920 F.2d at 200.  “The Court may 
consider affidavits, depositions, and testimony to resolve factual issues and is free 
to weigh the evidence and satisfy itself as to the existence of its power to hear the 
case.” D.G., 559 F. Supp. 2d at 491. 

Case 3:13-cv-02941-MAS-TJB   Document 200-1   Filed 09/07/18   Page 35 of 76 PageID: 4291



20 

retirement benefits or welfare benefits, or both, for the employees of a 
church or a convention or association of churches, if such 
organization is controlled by or associated with a church or a 
convention or association of churches. 

In Advocate Health Care Network v. Stapleton, __ U.S.__, 137 S. Ct. 1652 (2017), 

the Supreme Court held that an employee benefit plan could be established by a 

hospital system controlled by or associated with a church as long as it met the other 

criteria of § 1002(33)(C)(i).7  It did not address the issues of what constitutes 

maintenance of a plan or whether a hospital system’s internal benefit committee 

qualifies as a principal purpose organization.  Stapleton, 137 S. Ct. at 1657 n.2. 

The Plan is administered by the Retirement Plan Committee of Saint Peter’s 

Board of Directors (“Plan Committee”).  (Stoldt Cert. ¶¶ 23-24).  The AC alleges 

that the Plan does not qualify as a church plan under § 1002(33)(C)(i) because (i) 

the Plan Committee is not a principal purpose organization but only a component 

______________________ 
7 Stapleton reversed the Third Circuit’s contrary holding in this case.  
Stapleton, 137 S. Ct. at 1663, reversing Kaplan v. Saint Peter’s Healthcare System, 
810 F.3d 175 (3d Cir. 2015).  Thereafter, the Third Circuit vacated its prior opinion 
in its entirety and remanded the case to this Court for further proceedings.  Kaplan 
v. Saint Peter’s Healthcare System, 693 Fed. App’x 98 (3d Cir. 2017).  A vacated 
decision has no authority as precedent or law of the case.  County of Los Angeles v. 
Davis, 440 U.S. 625, 634 n.6 (1979) (“vacating the judgment of the Court of 
Appeals deprives that court’s opinion of precedential effect”) (citations omitted); 
1621 Route 22 West Operating Co. v. NLRB, 825 F.3d 128, 141 n.6 (3d Cir. 2016); 
Wirtz v. Glass Bottle Blowers Ass’n, 372 F.2d 86, 89 (3d Cir. 1966), reversed on 
other grounds, 389 U.S. 464 (1968); Leader v. Apex Hosiery Co., 108 F.2d 71, 81 
(3d Cir. 1939); United States v. Amos, 192 Fed. App. 128, 131 n.1 (3d Cir. 2006).  
Accordingly, this Court should disregard and strike the reference to dictum in the 
Third Circuit’s prior opinion in AC ¶ 54.   
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of Saint Peter’s rather than an independent legal entity (AC ¶ 85) and/or (ii) the 

Plan Committee does not maintain the Plan because the it lacks the power to fund, 

continue or terminate the plan.  (AC ¶ 86).  Kaplan’s argument fails because the 

statute does not require that the organization maintaining the plan be a separate 

legal entity from the employer and because the administration of the plan 

constitutes maintenance. 

The first Court of Appeals to consider the issues of principal purpose 

organization and maintenance after Stapleton has held that ERISA:  

[I]mposes a three-step inquiry for entities seeking to use the church-
plan exemption for plans maintained by principal-purpose 
organizations: 

1.  Is the entity a tax-exempt nonprofit organization associated with a 
church? 

2.  If so, is the entity’s retirement plan maintained by a principal-
purpose organization?  That is, is the plan maintained by an 
organization whose principal purpose is administering or funding a 
retirement plan for entity employees? 

3.  If so, is that principal purpose organization itself associated with a 
church?  [emphasis added] 

Medina v. Catholic Health Initiatives, 877 F.3d 1213, 1222 (10th Cir. 2017).  

“[B]oth the principal-purpose organization and the entity whose employees the 

plan benefits must be associated with a church.”  Id.8  For the reasons stated in 

______________________ 
8 The Exemption applies if the entity and the principal-purpose organization 
are either controlled by or associated with a church.  29 U.S.C. § 1002(33)(A) and 
(C)(i).  In Medina, the defendant and its plan committee were held to be associated 
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Point II.B., infra, Saint Peter’s and its Plan Committee are both controlled by the 

Roman Catholic Diocese of Metuchen and associated with the Roman Catholic 

Church.  The Plan Committee maintains the Plan by administering it, and it need 

not be a separate legal person from Saint Peter’s. 

1. The Plan Committee Maintains The Plan 

The Plan and Saint Peter’s Bylaws designate the Committee as the Plan’s 

administrator.  (AC ¶ 74; Stoldt Cert. ¶ 23; Ex. H, Plan ¶ 8.01).  Its powers are 

comprehensive: 

The Committee shall have the exclusive discretionary authority and 
power to determine eligibility for benefits and to construe the terms 
and provisions of the Plan, determine questions of fact or law arising 
under the Plan, direct disbursements pursuant to the Plan, and exercise 
all other powers specificed herein or which may be implied from the 
provisions hereof.  The Committee may adopt such rules for the 
conduct of the administration of the Plan as it may deem appropriate. 

(Stoldt Cert., Ex. H, Plan ¶ 8.02).  The Plan does not provide for appeal from the 

Plan Committee’s decisions to Saint Peter’s Board of Directors or any higher 

authority.  Its decisions within the scope of that comprehensive authority are final. 

Kaplan concedes that the Committee administers the Plan.  (AC ¶ 74)  

Instead, he asserts that these powers do not amount to maintenance of the Plan 

because the Committee lacks “the power to fund, continue, amend and/or terminate 

the plan.”  (AC ¶ 86). 

______________________________________________________________ 
with the Roman Catholic Church, and the issue of control by the Church was not 
decided.  877 F.3d at 1222-24. 
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Medina disposes of this argument.  As the Tenth Circuit pointed out, ERISA 

does not define what it means to “maintain” a plan.  877 F.3d at 1225.  Without a 

statutory definition, a term should be given its ordinary meaning, based on the 

dictionary definitions that apply in statutory context.  Taniguchi v. Kan Pacific 

Saipan, Ltd., 566 U.S. 560, 566 (2012); accord Bonkowki v. Oberg Indus., Inc., 

787 F.3d 190, 200 (3d Cir. 2015); United States v. Husman, 765 F.3d 169, 173 (3d 

Cir. 2014).  Webster defines maintain as “to keep in an existing state (as of repair, 

efficiency or validity); preserve from failure or decline.”9  Black’s Law Dictionary 

defines “maintain” as “to care for (property) for purposes of operational 

productivity or appearance; to engage in general repair or upkeep.”  Black’s Law 

Dictionary 1039 (9th ed. 2009).  These definitions connote preserving a retirement 

plan or keeping it in operation; they do not involve modifying the plan by 

amending or terminating it.  Medina, 877 F.3d at 1225.10

Nor does “maintain” imply an obligation to fund.  Subsection (c)(i) states 

that the principal purpose of the maintaining organization must be either the 

“funding” or the “administration” of the plan.  Having openly made administration 

an alternative to funding in one portion of the sentence, there is no reason to 

______________________ 
9 https://www.merriam-webster.com/dictionary/maintain (last visited Aug. 28, 
2018). 
10 Medina gives several examples of federal statutes that use “maintain” in the 
sense of continue or preserve, including ERISA’s requirement that an employer 
“maintain” records with respect to employees’ eligibility for benefits.  Medina, 877 
F.3d at 1225; see 29 U.S.C. § 1059(a)(1). 
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conclude that Congress surreptitiously incorporated funding into “maintain” in 

another portion of the same sentence.  In statutory context, therefore, a principal-

purpose organization maintains a plan if it either administers or funds it.   

Kaplan’s argument that maintenance requires the power to fund, amend, or 

terminate the plan would merge the entity that maintains the plan with the settlor 

that created it.  The settlor is not a fiduciary, and the exercise of its power to fund, 

amend or terminate does not involve fiduciary duties.  See Lockheed Corp. v. 

Spink, 517 U.S. 882, 890 (1996); Hughes Aircraft Co., 525 U.S. at 444-45; 

Anderson v. CONRAIL, 297 F.3d 242, 252 (3d Cir. 2002).  The administrator, on 

the other hand, is a fiduciary, as the AC asserts.  (AC ¶ 74).  Requiring the 

administrator to have the settlor’s powers would conflate the two.  It would also 

make impossible the situation that the 1980 Amendments were clearly intended to 

address – the maintenance of a plan by a pension board independent of the 

congregations that fund the plan.  Stapleton, 137 S. Ct. at 1657. 

The conclusion that the administrator of a plan maintains it is supported by 

decisions involving the ERISA exemption for a plan “established or maintained” 

for its employees by a government entity, 29 U.S.C. §§ 1002(32), 1003(b)(1).  

Crosby v. California Physicians Service, 279 F. Supp. 3d 1074, 1081 (C.D. Cal. 

2018) held that a county did not maintain a plan when it did not process claims, 

determine benefits or communicate with members.  In contrast, Hariri v. Standard 

Life Ins. Co., 2017 U.S. Dist. LEXIS 126491, at *13 (N.D. Cal. Aug. 19, 2017), 
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held that a county maintained a plan established by another entity because it 

“continued to perform . . . all of the day-to-day administrative and claims 

processing activities” involved in the plan. 

“In our view, then, when ERISA says that a church plan includes a plan 

‘maintained’ by a principal-purpose organization . . . it simply means the principal-

purpose organization,” as Black’s says ‘cares for the plan for purposes of 

operational productivity.’”  Medina, 877 F.3d at 1226; accord Sanzone, 2018 U.S. 

Dist. LEXIS 145195, at *16-17 (committee that administers all aspects of plan 

maintains it even though parent organization has the power to modify or terminate 

it); Overall, 23 F. Supp. 3d at 829 (plan administered by church-controlled 

committee is church plan).  It is undisputed that the Plan Committee is responsible 

for administering all of the Plan’s ongoing activities, including the determination 

of benefits and the investment of funds.  Accordingly, it maintains the Plan. 

2. The Plan Committee Is A Principal-Purpose Organization 

ERISA requires that the organization maintaining a church plan be “a civil 

law corporation, or otherwise,” whose principal purpose is the administration or 

funding of the plan.  29 U.S.C. § 1002(33)(C)(i) (emphasis added).  The AC asserts 

that the Plan Committee cannot be a principal purpose organization because it is 

not an independent legal person but only a component part of Saint Peter’s, and the 

principal purpose of Saint Peter’s is to operate a healthcare system, not to 
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administer a pension plan.  (AC ¶ 85).  The argument finds no support in the 

language of ERISA or applicable law. 

The statutory language is comprehensive.  The principal-purpose 

organization can be a civil law corporation “or otherwise,” language broad enough 

to include any sort of organizational structure, including a committee of a larger 

entity.  A single-purpose committee of the corporate board is a common form of 

plan management under ERISA and was in 1980.  See, e.g., Lockheed Corp. v. 

Spink, 517 U.S. 882, 892 (1996); Winer v. Edison Bros. Stores Pension Plan, 593 

F.2d 307, 309 (8th Cir. 1979).  The Third Circuit has described it as a “typical” 

structure.  Pinto v. Reliance Std. Life Ins. Co., 214 F.3d 377, 383 (3d Cir. 2000); 

Sturgis v. Mattel, Inc., 525 F. Supp. 2d 695, 700 (D.N.J. 2007). There is no reason 

to believe that Congress required a different structure for church plans. 

As plaintiff has repeatedly acknowledged in this litigation, Congress clearly 

sought to exempt church plans maintained by pension boards from ERISA; the 

core power and responsibility that Congress envisioned for pension boards was 

plan administration, not the ability to fund, terminate and/or amend a plan.  Cf. 

Thorkelson v. Publishing House of Evangelical Lutheran Church in Amer., 764 F. 

Supp. 2d 1119 (D. Minn. 2011) (“[T]here is no basis to differentiate a Pension 

Committee from a Pension Board”).  In extending the Exemption to accommodate 

congregational religions that use pension boards, Congress certainly did not intend 
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to exclude from church plans the most common form of administration through 

pension committees. 

Nothing in the language of the statute requires that the principal-purpose 

organization be independent of the entity whose employees are served by the plan.  

On the contrary, the requirement that the organization be either controlled by or 

associated with a church, just as the employer must, points in the direction of 

affiliation of the two rather than independence.  Control can include common 

control of both the employer and the principal-purpose organization by the same 

church, and the “common religious bonds and convictions” required for 

association, 29 U.S.C. § 1002(33)(c)(iv), also indicates closeness rather than 

separation.  Third, no discernable purpose would be served by requiring that the 

principal-purpose organization be a separate legal person.  Fiduciaries in any form 

are subject to the same fiduciary duties.  The “civil law corporation or otherwise” 

language adds flexibility; it allows small, independent religious corporations to use 

a joint umbrella organization like a pension board as their plan administrator, while 

permitting larger ones to perform the functions in house. 

Moreover, ERISA does not define “organization” and the common 

dictionary definitions do not require separate legal personality.  Webster defines 

“organization” as “an administrative and functional structure.”11 Black’s Law 

______________________ 
11 https://www.merriam-webster.com/dictionary/organization (last visited 
August 28, 2018). 
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Dictionary defines it as “a body of persons (such as a union or a corporation) 

formed for a common purpose.”  Black’s Law Dictionary 1210 (9th ed. 2009).  The 

AC tacitly recognizes that the Plan Committee is a distinct organization by naming 

it as a separate party alongside of Saint Peter’s. 

As the Tenth Circuit summarized, there is no discernable reason to require 

that the principal-purpose organization be a separate legal person, rather than 

simply an organization focused on plan administration: 

If the principal-purpose organization administering the plan cannot be 
part of the organization whose employees the plan is intended to 
benefit, a religiously-affiliated entity would have to create a separate 
entity just to administer the plan. So, hypothetically, an entity called 
Religious Healthcare Corp. would have a plan to benefit its 
employees, but Religious Healthcare Corp. would have to create a 
separate, self-funded, wholly independent Pension Corp. to administer 
its plan. What is more, under Medina's theory, Religious Healthcare 
Corp. could not choose the board of Pension Corp., and Pension Corp. 
would need the power to terminate Healthcare Corp.'s retirement plan 
at any time, without needing to consult with Healthcare Corp. There 
may be some organization out there that is structured like that, but it 
certainly is not the most intuitive way to do it. And it is not clear what 
the advantage of such a structure would be, or why Congress would 
have required it. 

Medina, 877 F.3d at 1226-27.

In this case, the Plan Committee has a defined membership – the persons 

appointed by the Bishop.  (Stoldt Cert., Ex. H, Plan ¶¶ 1.10 and 8.01). It has a 

defined purpose – the administration of all aspects of the Plan.  (Id., Plan ¶ 8.02).  

Its principal purpose is to administer the Plan – it has no other assigned functions.  

It satisfies both the statutory context and the dictionary definition.  As in Medina, 
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877 F.3d at 1227, a committee of the employer’s board is a principal-purpose 

organization.  Accord Sanzone, 2018 U.S. Dist. LEXIS 145195, at *17-18. 

B. Saint Peter’s Is Controlled By And Associated With The Roman 
Catholic Church 

This case is one of a series of would-be class actions brought against 

Catholic hospitals by the same group of plaintiffs’ counsel.  In no other case are 

control by the Church and association with the Church as clear as they are in this 

one.  In no other case is the Roman Catholic Bishop the sole member of the 

employer corporation.  In 2013, the IRS issued a private letter ruling concluding 

that Saint Peter’s was both controlled by the Diocese of Metuchen and associated 

with the Roman Catholic Church through common religious bonds and 

convictions.  (Stoldt Cert. ¶¶ 29-31, Ex. J).  The IRS ruling accords with the 

consistent interpretation of the Exemption by the IRS and the Department of Labor 

under the 1980 Amendments.  See Stapleton, 137 S. Ct. at 1657 (noting “hundreds” 

of IRS and Department of Labor rulings since 1982). Agency interpretations of the 

Exemption in these rulings are entitled to such deference as their “power to 

persuade” commands.  See generally Christensen v. Harris Cnty., 529 U.S. 576, 

587 (2000); Skidmore v. Swift & Co., 323 U.S. 134, 140 (1944).    

1. Saint Peter’s Is Controlled By The Diocese Of Metuchen 

Saint Peter’s is a New Jersey nonprofit corporation whose sole member is 

the Roman Catholic Bishop of Metuchen.  (Stoldt Cert. ¶ 4; Fell Cert. ¶ 9).  Saint 
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Peter’s certificate and bylaws give the Bishop, as sole member, the power to 

appoint the majority of the members of Saint Peter’s Board of Governors,12 its 

CEO, and its other corporate officers at his pleasure and to remove them at his 

pleasure.  (Stoldt Cert. ¶¶ 9-11).  The Bishop also has the power to veto any action 

of the Board.  (Id. ¶ 9).  The Bishop’s powers are subject to control by the Roman 

Catholic hierarchy; Saint Peter’s cannot alienate property worth more than $7 

million without approval by the Vatican.  (Fell Cert. ¶ 25).  Those powers 

constitute control as a matter of law under IRS regulations governing the parallel 

provisions of the Exemption in the Internal Revenue Code, under federal securities 

law, and under New Jersey corporate law. 

The IRS defines control under the parallel provision of the Internal Revenue 

Code, 26 U.S.C. § 414(e)(3), to include the power to appoint a majority of officers 

or directors.  26 C.F.R. § 1.414(e)-1(d)(2).  Since the IRS has authority to 

promulgate regulations implementing all provisions of the Code, see 26 U.S.C. § 

7805 (general rulemaking authority), its definition of control governs.  See Lown v. 

Continental Cas. Co., 238 F.3d 543, 547 (4th Cir. 2000).13  It follows that “[a]n 

______________________ 
12  Pursuant to New Jersey regulation, two members of the Board of Governors 
are representatives of the medical staff.  N.J.A.C. 8:43G-5.1(e). 

13  SEC regulations similarly define “control” as “the possession, direct or 
indirect, of the power to direct or cause the direction of the management and 
policies of a person, whether through the ownership of voting securities, by 
contract, or otherwise.”  17 C.F.R. § 240.12b-2, followed in Gould v. Am.-
Hawaiian S.S. Co., 535 F.2d 761, 779 (3d Cir. 1976).  New Jersey defines control 
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organization is controlled by a church when, for example, a religious institution 

appoints a majority of the organization’s officers or directors.”  Lown, 238 F.3d at 

547, citing 26 C.F.R. § 1.414(e)-1(d)(2); accord Overall, 23 F. Supp. 3d at 829; 

Catholic Charities of Maine, Inc. v. City of Portland, 304 F. Supp. 2d 77, 85 (D. 

Me. 2004).  Because the Bishop’s authority as sole member of Saint Peter’s more 

than satisfies that standard, Saint Peter’s is controlled by the Roman Catholic 

Diocese of Metuchen. 

2. Saint Peter’s Is Associated With The Roman Catholic 
Church  

Association with a church provides an alternative basis for a plan established 

and maintained by a non-church organization to be a church plan.  ERISA § 

3(33)(C)(ii)(II).  See Lown, 238 F.3d at 548; Catholic Charities, 304 F. Supp. 2d at 

85.  An organization is associated with a church “if it shares common religious 

bonds and convictions with that church.”  ERISA § 3(33)(C)(iv).  Because an 

institution may be associated with a church even if it is not controlled by it, 

Catholic Charities, 304 F. Supp. 2d at 85, it follows that an institution controlled 

by a church necessarily shares the religious bonds and convictions of the church 

that controls it.   

______________________________________________________________ 
as “the power to dictate” the corporation’s affairs.  Muellenberg v. Bikon Corp., 
669 A.2d 1382, 1386-87 (N.J. 1996); accord Hill Dredging Corp. v. Risley, 114 
A.2d 697, 713 (N.J. 1955); Casey v. Brennan, 780 A.2d 553, 571 (N.J. Super. Ct. 
App. Div. 2001), aff’d, 801 A.2d 245 (N.J. 2002).  The Bishop’s powers of 
appointment, renewal and veto are control under either standard. 
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For that reason, the courts and the IRS recognize any organization listed in 

the Official Catholic Directory as a Roman Catholic institution as being associated 

with the Roman Catholic Church.  See Medina, 877 F.3d at 1223-24; Sanzone, 

2018 U.S. Dist. LEXIS 145195, at *21; Overall, 23 F. Supp. 3d at 831; Catholic 

Charities, 304 F. Supp. 2d at 85; IRS General Counsel Mem. 39007, 1983 GCM 

LEXIS 54 at *11-12 (“any organization listed in this directory is considered 

associated with the Roman Catholic Church in the United States”).  Saint Peter’s is 

so listed.  (Stoldt Cert., ¶ 21, Ex. F.) 

In addition to recognition by this official publication of the Church, Saint 

Peter’s common religious bonds and convictions with the Church that controls it 

are manifest.  Its certificate of incorporation and bylaws declare that its mission is 

to carry out the healing mission of the Church by providing health care in accord 

with the ERDs.  (Stoldt Cert. ¶¶ 3, 13-14; Fell Cert. ¶¶ 10-11).  Members of the 

Board of Governors must agree to conduct Saint Peter’s affairs in accord with the 

ERDs.  (Stoldt Cert. ¶ 15).  All employees, whether Catholic or not, must uphold 

Saint Peter’s mission in accordance with the ERDs.  (Fell Cert. ¶ 11).  Its owner, 

the Diocese, is directly responsible for that mission, which the Bishop carries out 

through his control of the Board and through appointment of his Episcopal Vicar to 

oversee Saint Peter’s compliance with the ERDs.  (Stoldt Cert. ¶¶ 9-11; Fell Cert. 

¶¶ 15-17).   
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Saint Peter’s provides Catholic religious facilities and services to its patients 

and employees and displays Catholic devotional objects throughout the hospital.  

(Stoldt Cert. ¶¶ 16-20; Fell Cert. ¶¶ 20-23).  The Cross is the central element of its 

logo.  (Stoldt Cert. ¶ 19; Fell Cert. ¶ 19).  It receives material support from the 

Church through the blanket federal income tax exemption available to all 

institutions listed in the Catholic Directory.  See Hall, 774 F. Supp. 2d at 960 

(federal tax exemption held material support by the Church); 1983 GCM LEXIS 

54 at *12.  Disposition of its substantial assets is subject to Vatican control.  (Fell 

Cert. ¶ 25).  These affiliations are more than enough to show common religious 

bonds and convictions.  See Sanzone, 2018 U.S. Dist. LEXIS 145195, at *21-23. 

The AC asserts that Saint Peter’s is not Catholic enough to be associated 

with the Roman Catholic Church because it does not limit its patients or employees 

to Catholics, provides religious facilities for non-Catholic patients, and affiliates 

with non-Catholic hospitals.  (AC ¶¶ 96-100).  Saint Peter’s responds that each of 

these purported objections is consistent the ERDs and with its mission as a 

Catholic healthcare institution.  The ERDs require a Catholic healthcare facility to 

serve all in need, and to minister to the spiritual needs of all it serves.  (Stoldt Cert. 

¶ 41; Fell Cert. ¶¶ 27-28).  The Church teaches that discrimination in job 

opportunities should not be tolerated.  (Fell Cert. ¶ 29).  The ERDs also authorize 

partnerships with non-Catholic healthcare institutions to further professional 

growth and the provision of care.  (Stoldt Cert. ¶ 42; Fell Cert. ¶ 30). 
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In the face of that response, the Free Exercise Clause does not permit this 

Court to determine whether or not Saint Peter’s conforms enough to Catholic 

principles.  See NLRB v. Catholic Bishop of Chicago, 440 U.S. 490, 502 (1979) 

(inquiry whether high school was “completely religious” would infringe Free 

Exercise Clause); Serbian Orthodox Diocese v. Milivojevich, 426 U.S. 696, 714 

(1976) (Free Exercise clause prohibits courts to determine “the conformity of the 

members of the church to the standard of morals required of them . . . .”); 

Presbyterian Church in the United States v. Mary Elizabeth Blue Hull Mem’l 

Presbyterian Church, 393 U.S. 440, 449-50 (1969) (“departure-from-doctrine” 

allowed “no role” in resolving property dispute between church factions); see also 

Askew v. Trs. of the Gen. Assembly of the Church of the Lord Jesus Christ, 684 

F.3d 413, 418-21 (3d Cir. 2012) (no judicial review of excommunication); Overall, 

23 F. Supp. 3d at 832.  The statement of Monsignor Fell, the Diocese’s official 

responsible for compliance, is conclusive. 

C. The Plan Committee Is Controlled By And Associated With The 
Roman Catholic Church 

The Plan Committee is a standing committee of Saint Peter’s Board of 

Governors.  It consists of 5 members, all appointed by the Bishop, including the 

Chair of the Board, the Chief Financial Officer, and the Episcopal Vicar.  (Stoldt 

Cert. ¶ 26).  The Plan requires that all members be appointed by the Bishop.  

(Stoldt Cert. ¶ 26; Ex. H, Plan ¶ 1.10).  Because the voting members of the Plan 
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Committee are all members of the Board of Governors, they are removable by the 

Bishop at his pleasure.  (Stoldt Cert. ¶ 9).  The Bishop’s power to appoint and 

remove members of the Plan Committee constitutes control of the Committee for 

the same reasons that it constitutes control of Saint Peter’s itself.   

The same is true of association.  “As a matter of logic, a subdivision wholly 

encompassed by a larger organization shares its associations.”  Medina 877 F.3d at 

1227; Sanzone, 2018 U.S. Dist. LEXIS 145195, at *23.  The Plan’s investments are 

guided by the principles of the U.S. Conference of Catholic Bishops Socially 

Responsible Investment Guidelines.  (Stoldt Cert. ¶ 23; Fell Cert. ¶ 24).  To assure 

compliance, the Episcopal Vicar is a voting member of the Plan Committee.  (Fell 

Cert. ¶ 24).  Retirement Plan Committees begin with a prayer.  (Id.)  Because Saint 

Peter’s is associated with the Roman Catholic Church, its constituent entity the 

Plan Committee is also. 

D. The Plan Serves Only Church Employees 

The Exemption does not extend to a plan where “less than substantially all 

of the individuals included in the plan are individuals described in subparagraph 

(A) or clause (ii) of subparagraph (C).”  29 U.S.C. § 1002(33)(B)(ii).  In turn, § 

1002(33)(C)(ii)(II) defines “employee of a church” to include: 

an employee of an organization, whether a civil law corporation or 
otherwise, which is exempt from tax under section 501 of the Internal 
Revenue Code of 1986 and which is controlled by or associated with a 
church or a convention or association of churches . . . . 
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The controlling church is deemed to be their employer.  29 U.S.C. § 1002(33)(C) 

(iii).  Thus, a church employee includes the employee of a tax-exempt corporation 

controlled by or associated with a church.  A plan falls within the Exemption when 

“substantially all” of the covered individuals are church employees. 

For the reasons stated above, Saint Peter’s is a tax-exempt corporation 

controlled by and associated with the Roman Catholic Church.  Kaplan nonetheless 

alleges based on “information and belief,” without supporting facts, that the Plan is 

not a church plan because a “not insubstantial” number of employees covered by 

the Plan work for subsidiaries that are neither controlled by nor associated with a 

church.  (AC ¶ 102).  This conclusory allegation alone without supporting facts is 

insufficient to make a plausible claim. 

But in fact the contrary is true.  Saint Peter’s subsidiaries that participate in 

the Plan are each tax-exempt and wholly owned by Saint Peter’s.  (Stoldt Cert. ¶ 

28).  Because each is only a part of the larger system, each is controlled by and 

associated with the Church because the System is.  Medina, 877 F.3d at 1228-29.  

As a Catholic health care institution within the Diocese of Metuchen, each 

subsidiary is required to comply with the ERDs.  (Fell Cert. ¶¶ 10-11).  Moreover, 

the Bishop has the authority to appoint and remove the Executive Director of each 

subsidiary at his pleasure, and to exercise the System’s power with respect to any 

of the subsidiaries.  (Stoldt Cert. ¶ 12).  Regardless of whether they work for the 

parent system or for any of its subsidiaries, all of the employees covered by the 
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Plan work for entities controlled by or associated with the Church, and all are 

therefore church employees within the meaning of § 1002(33)(C)(ii)(II). 

III. THE CHURCH PLAN EXEMPTION COMPLIES WITH THE 
ESTABLISHMENT CLAUSE OF THE FIRST AMENDMENT  

The AC asserts that if the Exemption applies to the Plan, it is an 

unconstitutional establishment of religion in violation of the First Amendment.  

(AC ¶¶ 205-15).  For the reasons stated in Point I, supra, Kaplan has no standing to 

raise it.  Sanzone, 2018 U.S. Dist. LEXIS 145195, at *26-28; Overall, 23 F. Supp. 

3d at 832-33.  Moreover, as the Tenth Circuit recently held in Medina, 877 F.3d at 

1230-34, the Establishment Clause challenge fails because the application of the 

Exemption to a church-controlled nonprofit hospital is plainly constitutional under 

Corp. of Presiding Bishop v. Amos, 483 U.S. 327, 335-39 (1987) (exemption from 

Title VII for lay church employees performing non-religious functions at church-

owned gymnasium).  

This Circuit follows the three factor Establishment Clause analysis first 

announced in Lemon v. Kurtzman, 403 U.S. 602, 612-13 (1971).  See Stratechuk v. 

Bd. of Educ., 587 F.3d 597, 604 (3d Cir. 2009); LeBoon v. Lancaster Jewish Cmty 

Ctr., 503 F.3d 217, 230 (3d Cir. 2007); accord Medina, 877 F.3d at 1230.  To 

satisfy Lemon, (i) the statute accommodating religion must have a secular 

legislative purpose, (ii) its principal or primary effect must be one that neither 

advances or inhibits religion, and (iii) it must not foster excessive entanglement of 
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religion.  Lemon, 403 U.S. at 612-13.  As applied to church-controlled or church-

associated hospitals, the Exemption complies with Lemon. 

A. The Exemption Has A Secular Purpose 

The Exemption has a secular legislative purpose.  This factor only prohibits 

Congress from “acting with the intent of promoting a particular point of view in 

religious matters.”  Amos, 483 U.S. at 335.  The avoidance of entanglement with 

the internal affairs of religious organizations is itself a sufficient secular purpose.  

Id.; Medina, 877 F.3d at 1231; LeBoon, 503 F.3d at 230.  The initial purpose of the 

Exemption was “to avoid excessive Government entanglement with religion in 

violation of the first amendment . . . .”  124 Cong. Rec. 12106 (May 2, 1978) (Rep. 

Conable) (ECF No. 42-3).  That is equally true of the 1980 Amendments.   

Applying ERISA to a church-controlled health care institution would 

entangle the government with religion in two respects.  It would compel the 

institution to devote resources to the compensation of its employees – for 

retirement benefits are a form of deferred compensation – that religious priorities 

might require be devoted directly to its charitable mission.  The Exemption means 

that a church-controlled healthcare institution will be free to balance the needs of 

its workers and those it serves in accord with its own religious principles. 

The Exemption also allows church-controlled healthcare institutions to limit 

their investments on religious and moral grounds, regardless of financial 

consequences.  Saint Peter’s invests its funds in accord with the U.S. Conference 
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of Catholic Bishops Socially Responsible Investment Guidelines.  (Stoldt Cert. ¶ 

23; Fell Cert. ¶ 24.)  The Guidelines prohibit investment in businesses that support 

abortion, that manufacture contraception, or that deal in pornography.  They also 

prohibit investment in businesses producing certain weapons, and the deposit of 

funds in banks that do not comply with the Community Reinvestment Act.  (Stoldt 

Cert., Ex. I).  Department of Labor guidance, on the other hand, states an ERISA 

fiduciary may consider ethical alternative investments but only if return is not 

sacrificed.  See 29 C.F.R. § 2509.08-1.14  This would prohibit a church plan from 

foregoing economically superior investments on moral grounds.  Yet the First 

Amendment prohibits the state from questioning moral restrictions on investment 

by churches.  See Basich v. Bd. of Pensions, Evangelical Lutheran Church in Am., 

540 N.W.2d 82, 84-86 (Minn. Ct. App. 1995), cert. denied 519 U.S. 810 (1996) 

(dismissing breach of fiduciary duty claim based on church’s divestment in 

companies doing business in South Africa).  

______________________ 
14  “Other facts and circumstances relevant to an investment or investment 
course of action would, in the view of the Department, include consideration of the 
expected return on alternative investments with similar risks available to the plan. 
It follows that, because every investment necessarily causes a plan to forgo other 
investment opportunities, an investment will not be prudent if it would be expected 
to provide a plan with a lower rate of return than available alternative investments 
with commensurate degrees of risk or is riskier than alternative available 
investments with commensurate rates of return.”  29 C.F.R. § 2509.2015-01.  DOL 
explains this guidance as allowing “socially responsible” investments “consistent 
with fiduciaries’ obligations to choose economically superior investments.”  80 
Fed. Reg. 65135, 65137 (Oct. 26. 2015). 
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B. The Exemption’s Primary Effect Does Not Advance Religion 

Lemon’s primary effect test is not violated where the government simply 

leaves religious bodies alone to pursue their own religious values.  “A law is not 

unconstitutional simply because it allows churches to advance religion, which is 

their very purpose.”  Amos, 483 U.S. at 337.  Even if religious entities are singled 

out, the law does not advance religion where its effect is simply to avoid 

entanglement.  Id. at 338.  The Exemption avoids excessive entanglement with 

religion because it allows a church-controlled hospital to determine its financial 

and investment priorities in accord with its religious teachings.  See Amos, 438 

U.S. at 339 (“religious employer” exemption from Title VII “effectuates a more 

complete separation” of church and state).   

The AC asserts that the effect of the Exemption is to advance religion 

because it gives an advantage to church-controlled “entities that have chosen to 

compete with commercial businesses . . . .”  (AC ¶ 207).  By that logic, as the 

Tenth Circuit points out, any religious accommodation would be unconstitutional.  

Medina, 877 F.3d at 1232.  But, as Medina points out, the Supreme Court has 

rejected that line of argument.  Id. 

In Amos, the Supreme Court rejected an Establishment Clause challenge to 

the exemption of religious employers from Title VII, 42 U.S.C. § 2000e-1(a).  As 

upheld in that case, the exemption permitted the Mormon Church to discriminate 

on religious grounds and hire only Mormons for the clearly secular job of building 
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maintenance engineer at a church-owned gymnasium.  Amos, 483 U.S. at 330. The 

entanglement with the church’s religious mission was minimal.  A fortiori, Amos 

upholds an exemption from ERISA that leaves church-controlled charitable 

institutions free to decide how much of their resources they will devote to 

charitable functions, as opposed to personnel costs, and free to place religious 

restrictions on how they will invest the funds they do devote to retirement benefits.  

As Saint Peter’s experience demonstrates, these are very real burdens indeed. 

The Exemption does not create the core harm prevented by the 

Establishment Clause, which is compelling an individual to adhere to a religious 

doctrine or to support it financially through taxation.  See Tex. Monthly Inc. v. 

Bullock, 489 U.S. 1, 8-9 (1989) (Establishment Clause prohibits “compelling 

nonadherents to support the practices or proselytizing of favored religious 

organizations . . . .”).  Unlike the Sabbath-observance statute in Thornton v. 

Caldor, Inc., 472 U.S. 703, 709-10 (1985), the Exemption imposes no obligation 

on third persons to follow religious rules.  Unlike the tax exemption for religious 

publications in Texas Monthly, 489 U.S. at 14-15, it does not support the preaching 

of religious doctrine.  Nor, as in Bd. of Educ. v. Grumet, 512 U.S. 687, 703-05 

(1994) (invalidating establishment of public school district controlled by Satmar 

Hasidim), does it delegate governmental authority to a particular religious sect.  

The Exemption simply allows a church-controlled hospital or other charitable 

institution to go about its own affairs undisturbed.  See Medina, 877 F.3d at 1234, 
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following Hosanna-Tabor Evangelical Lutheran Church & Sch. v. EEOC, 565 

U.S. 171, 186 (2012). 

C. The Exemption Does Not Excessively Entangle The Government 
With Religion. 

For the reasons stated in point III.A., supra, the Exemption avoids 

entanglement with the financial affairs of church-controlled or church-associated 

hospitals.  As interpreted by the Supreme Court in Stapleton, applying the 

Exemption to such charitable entities avoids the risk of having the government 

decide whether or not they constitute a church.  Stapleton, 137 S. Ct. at 1662.  

Church control can be determined by applying neutral principles of corporate law, 

as the IRS does in 26 C.F.R. § 1.414(e)-1(d)(2).  See pp. 30-31, supra.  Church 

association can be determined, as here, by accepting the representation of a 

hierarchical church.  Were the Exemption invalid as applied to church-controlled 

or church-associated hospitals, on the other hand, the government would find itself 

back in the position it was in before the 1980 Amendments, determining how 

closely involved with religious teaching an entity had to be before it was a 

“church.”  Medina, 877 F.3d at 1233-34.  Far from entangling the government with 

religion, the Exemption, as applied to church-controlled hospitals, enables the 

government to keep its distance.  Id. at 1234. 

Because the Exemption satisfies all three components of Lemon for the 

foregoing reasons, and because Kaplan lacks standing for the reasons stated in 
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Point I, his Establishment Clause Claim should be dismissed under both Fed. R. 

Civ. P. 12(b)(1) and 12(b)(6). 

IV. KAPLAN’S STATE LAW CLAIMS MUST BE DISMISSED FOR 
LACK OF SUPPLEMENTAL JURISDICTION 

Kaplan is a citizen of New Jersey.  So are all of the defendants.  The only 

federal question that confers jurisdiction under the general federal question statute, 

28 U.S.C. § 1331, and ERISA’s jurisdictional provision, 29 U.S.C § 1132(e)(1) is 

the alleged violations of ERISA.  For the reasons stated in Point II, supra, the 

Exemption excludes Saint Peter’s Plan from all provisions of ERISA, including the 

grant of jurisdiction.  For reasons stated in Point III, supra, the Exemption does not 

violate the Establishment Clause.  Accordingly, as this Court has previously 

recognized, the Exemption deprives it of subject matter jurisdiction over Kaplan’s 

federal claims.  See Kaplan, 2014 U.S. Dist. LEXIS 131569 at *6.   

Jurisdiction over Kaplan’s non-diverse claims under New Jersey law could 

exist only under the supplemental jurisdiction statute, 28 U.S.C. § 1367.  Because 

this Court never had jurisdiction over Kaplan’s ERISA claims, subsection § 

1367(a) deprives it of any subject matter jurisdiction over the state law claims.  In 

the alternative, the dismissal of the ERISA claims at this early, pre-discovery stage 

of the litigation requires the Court to exercise its discretion under 28 U.S.C. § 

1367(c) and dismiss the state law claims, leaving the issues of New Jersey law to 

the New Jersey courts.
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On the other hand, if the Court were to conclude that the Exemption does not 

apply and allow the case to go forward under ERISA, Kaplan’s state law claims 

must be dismissed because they would be preempted by ERISA.

A. The Court Has No Supplemental Jurisdiction Over Kaplan’s 
State Law Claims 

With exceptions not relevant here, 28 U.S.C. § 1367(a) provides: 

 in any civil action of which the district courts have 
original jurisdiction, the district courts shall have 
supplement al jurisdiction over all other claims that are 
so related to claims in the action within such original 
jurisdiction that they form part of the same case or 
controversy under Article III of the United States 
Constitution.   

(emphasis added).  For there to be supplemental jurisdiction over non-diverse state 

law claims, in other words, it is essential that they are connected to a case or 

controversy that is otherwise within the Article III jurisdiction of the district court.  

“The statute’s plain language makes it clear that supplemental jurisdiction may 

only be invoked when the district court has a hook of original jurisdiction on which 

to hang it.”  Herman Family Revocable Trust v. Teddy Bear, 254 F.3d 802, 805 

(9th Cir. 2001).  If there is no federal jurisdiction over the alleged federal claim, 

state law claims must be dismissed.  Id. at 805-07 (dismissing nondiverse state 

common law claims where no admiralty jurisdiction); accord Cohen v. Postal 

Holdings, LLC, 873 F.3d 394, 399-400 (2d Cir. 2017) (“district court cannot 

exercise supplemental jurisdiction unless there is first a proper basis for original 
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federal jurisdiction”) (citations omitted); Textile Prods., Inc. v. Mead Corp., 134 

F.3d 1481, 1485-86 (Fed. Cir. 1998); Musson Theatrical, Inc. v. Federal Express 

Corp., 89 F.3d 1244, 1255 (6th Cir. 1996) (“If the court dismisses plaintiff’s 

federal claims pursuant to Rule 12(b)(1), then supplemental jurisdiction can never

exist.” (emphasis in original)); Lyon v. Whisman, 45 F.3d 758, 760 (3d Cir. 1995 

(“federal claim must have substance sufficient to confer subject matter jurisdiction 

on the court”) (quoting United Mine Wkrs. v. Gibbs, 383 U.S. 715, 725 (1966)); 

see generally Arbaugh, 546 U.S. at 514 (2006) (“when a federal court concludes 

that it lacks subject matter jurisdiction, the court must dismiss the complaint in its 

entirety”). 

To summarize: 

[I]f the federal claim was dismissed for lack of subject matter 
jurisdiction, the district court has no discretion to retain the 
supplemental claims for adjudication.  The dismissal means that there 
never was a valid claim within the court’s original jurisdiction to 
which the state law claims may be supplemental.  Therefore, the 
district court has no discretion to exceed the scope of its Article III 
power and must dismiss the state law claims without prejudice. 

 16 Moore’s Federal Practice § 106.66[1] at 106-93 (2018).15  As this Court 

recently held, “where a court never possessed a proper basis for jurisdiction in the 

______________________ 
15  Dismissal for lack of supplemental jurisdiction is without prejudice.  Brzak 
v. United Nations, 597 F.3d 107, 113-14 (2d Cir. 2010) (dismissal of state law 
claims for lack of supplemental jurisdiction without prejudice); Textile Prods., 
Inc., 134 F.3d at 1486.  In addition, dismissal for lack of supplemental jurisdiction 
tolls any state statute of limitations for the longer of 30 days after dismissal or any 
tolling period under state law.  28 U.S.C. § 1367(d). 
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first place, the option to exercise supplemental jurisdiction is not available.”  Sea 

Bright First Aid Squad, Inc. v. Arch Ins. Co., 2015 U.S. Dist. LEXIS 97410, at *1-

2 (D.N.J. Jul 27, 2015) (Shipp, J.).  Because there is no subject matter jurisdiction 

over Kaplan’s ERISA claims, supplemental jurisdiction cannot attach to his state 

law claims, and they must be dismissed.  Sanzone, 2018 U.S. Dist. LEXIS 145195, 

at *29-30 (dismissing state law claims for lack of supplemental jurisdiction). 

B. The Court Should Exercise Discretion To Dismiss Kaplan’s State 
Law Claims 

Dismissal of a federal claim has different consequences for supplemental 

jurisdiction over state law claims depending on whether it is a dismissal for lack of 

federal subject matter jurisdiction under Rule 12(b)(1) or for failure to state a claim 

under Rule 12(b)(6).  If the former, for the reasons stated above, federal 

jurisdiction never attached, and the state law claims must be dismissed without 

prejudice.  If the dismissal is for failure to state a claim, on the other hand, it is a 

dismissal on the merits of a federal claim over which the district court had 

jurisdiction.  In that case, the district court had supplemental jurisdiction over 

related state law claims under § 1367(a), and § 1367(c) provides that the district 

court has discretion to decide whether to retain the state law claims under its 

supplemental jurisdiction.  28 U.S.C. § 1367(c); Carlsbad Tech., Inc. v. HIF Bio., 

Inc., 556 U.S. 635, 639 (2009) (exercise of supplemental jurisdiction “after 

dismissing every claim over which it had original jurisdiction is purely 
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discretionary”); Arbaugh, 546 U.S. at 514 (12(b)(6) dismissal retains discretion to 

exercise supplemental jurisdiction); Growth Horizons, Inc. v. Delaware County, 

983 F.2d 1277, 1284 (3d Cir. 1993); Sea Bright First Aid Squad, Inc., 2015 U.S. 

Dist. LEXIS 97410, at *1-2.  In exercising that discretion, the district court should 

take into account principles of judicial economy, convenience, comity and fairness 

to litigants.  City of Chicago v. Intl. College of Surgeons, 522 U.S. 156, 172-73 

(1997) (citations omitted); Gibbs, 383 U.S. at 726; Growth Horizons, Inc., 983 

F.2d at 1285 n.14; Stehney v. Perry, 907 F. Supp. 806, 825 (D.N.J. 1995).

In the Third Circuit, dismissal of the plaintiff’s federal claims before trial 

requires dismissal of supplemental state law claims unless judicial economy, 

convenience and fairness provide an affirmative reason to retain jurisdiction.  

Hedges v. Musco, 204 F.3d 109, 123 (3d Cir. 2000) (quoting Borough of West 

Mifflin v. Lancaster, 45 F.3d 780, 788 (3d Cir. 1995)); Green v. Fund Asset Mgmt., 

L.P., 147 F. Supp. 2d 318, 332-33 (D.N.J. 2001).  This case provides no such 

reason.  Despite the appellate proceedings on the issue of jurisdiction, it is still at 

an early procedural stage.  There has been no discovery or other proceedings on the 

merits of Kaplan’s claims, either under ERISA or New Jersey law.  See Al Shehab 

v. New Jersey Transit Corp., 2015 U.S. Dist. LEXIS 77404, at *3-4 (D.N.J. June 

15, 2015); D.D. v. Univ. of Med. & Dentistry of New Jersey, 2012 U.S. Dist. 

LEXIS 125215, at *5-6 (D.N.J. Sept. 4, 2012) (supplemental claims dismissed; no 

discovery; no compelling reason to retain jurisdiction); Coe v. Society Hill at 
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Piscataway Condo Ass’n, 2010 U. S. Dist. LEXIS 34585, at *11 (D.N.J. Apr. 7, 

2010) (supplemental jurisdiction declined where only limited discovery); cf. Jobes 

v. Moorestown Twp., 2006 U.S. Dist. LEXIS 78918, at *40-41 (D.N.J. Oct. 19, 

2006) (supplemental jurisdiction retained after discovery and summary judgment 

dismissing federal claim on merits). 

Moreover, the AC poses a novel question of New Jersey law, which is 

grounds to decline supplemental jurisdiction.  See 28 U.S.C. § 1367(c)(1).  As 

noted in Point V.A., infra, no New Jersey decision has found a contractual 

obligation to fund a retirement plan, as opposed to a contractual obligation to pay 

the benefits due under it, and the AC silently concedes that Kaplan has to date 

received all benefits he is due.  (See Stoldt Cert. ¶ 32).  Supplemental jurisdiction 

should be declined when it may mean resolving novel questions of state law.  

Trump Hotels & Casino Resorts v. Mirage Resorts, 140 F.3d 478, 487 (3d Cir. 

1998); Grimes v. AT&T Corp., 2018 U.S. Dist. LEXIS 139408, at *62-64 (D.N.J. 

Aug. 17, 2018); Borenstein McConnell & Calpin, P.C. v. Bank of America Corp., 

2014 U.S. Dist. LEXIS 2520, at *25 (D.N.J. Jan. 8, 2014); Rothman v. City of 

Northfield, 716 F. Supp. 2d 369, 373 (D.N.J. 2010). 

Finally, there is no danger that the statute of limitations has expired during 

the pendency of this case because § 1367(d) tolls it for at least 30 days after a 

dismissal of the state law claims.  See Hedges, 204 F.3d at 123.
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In sum, because the merits of Kaplan’s claims have never been litigated, 

there will be no waste of judicial resources or loss of rights under state law if the 

Court declines supplemental jurisdiction.  All proceedings to this point have 

involved the Exemption.  Even if Kaplan’s ERISA claims are dismissed pursuant 

to Rule 12(b)(6) rather than Rule 12(b)(1), Hedges and West Miflin require that the 

Court decline supplemental jurisdiction, dismiss his state law claims without 

prejudice, and leave them to the New Jersey courts. 

C. Kaplan’s State Law Claims Are Preempted If ERISA Applies 

If the Court should determine that Saint Peter’s is not eligible for the 

Exemption and ERISA applies, then all of Kaplan’s state law claims are preempted 

by ERISA.  The statute, 29 U.S.C. § 1144(a), provides that it supersedes “any and 

all State laws insofar as they may now or hereafter relate to any employee benefit 

plan” described in 29 U.S.C. § 1003(a) and not exempt under 29 U.S.C. § 1003(b).  

This preempts any state common law claim relating to an employee benefit plan 

subject to ERISA.  “Any state-law cause of action that duplicates, supplements or 

supplants the ERISA civil enforcement remedy conflicts with the clear 

congressional intent to make the ERISA remedy exclusive and is therefore 

preempted.”  Aetna Health, Inc. v. Davila, 542 U.S. 200, 209 (2004); see also Pilot 

Life Ins. Co. v. Dedeaux, 481 U.S. 41, 46-48 (1987).  Kaplan’s breach of contract, 

promissory estoppel, unjust enrichment and breach of fiduciary duty claims seek 

the same relief as his claims under ERISA – full compliance with ERISA standards 
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for funding and administration of the Plan.  He therefore cannot pursue them 

unless the Plan is exempt from ERISA under the Exemption.   

It follows that, if the Court does not grant Saint Peter’s motion to dismiss on 

the papers, the only discovery that should be allowed is discovery relating to the 

Court’s subject matter jurisdiction under ERISA.  If the Court ultimate holds that it 

has such jurisdiction because the Exemption does not apply, then Kaplan’s state 

law claims must be dismissed under Rule 12(b)(6) as preempted.  If, on the other 

hand, it holds that the Exemption applies and subject matter jurisdiction under 

ERISA is lacking, they must be dismissed under Rule 12(b)(1) for lack of 

supplemental jurisdiction. 

V. KAPLAN’S STATE LAW CLAIMS FAIL TO STATE A CLAIM 

A. The AC Fails To State A Claim For Breach Of Contract 

Count X of the AC asserts that Saint Peter’s agreed that it would operate the 

Plan in accordance with ERISA standards, that it has failed to do so by 

underfunding the Plan, and that Kaplan is entitled to specific performance by an 

injunction ordering Saint Peter’s to henceforth fund and operate the plan in accord 

with ERISA.  (AC ¶¶ 216-33).  Assuming the truth of these allegations for 

purposes of this motion to dismiss, they fail to state a claim for breach of contract 

under New Jersey law because the AC does not allege that Kaplan has not suffered 

any injury from Saint Peter’s alleged departure from ERISA standards.  In 

particular, it does not allege that Saint Peter’s has not paid Kaplan all his 
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retirement benefits in full.  Because Kaplan has not suffered any present injury 

from Saint Peter’s alleged non-compliance with the contract, he has no claim for 

breach.  Moreover, the Plan provision that deals expressly with funding does not 

require that an exempt church plan be funded at any particular level. 

1. The AC Does Not Plead That Kaplan Had Been Damaged 
By Saint Peter’s Allegedly Insufficient Funding Of The Plan 

Under New Jersey law, there are four essential elements to a claim for 

breach of contract:  (i) the existence of a valid contract, (ii) performance by the 

plaintiff, (iii) non-performance by the defendant, and (iv) loss to the plaintiff 

caused by the defendant’s non-performance.  DeHart v. U.S. Bank, N.A., 811 F. 

Supp. 2d 1038, 1047-48 (D.N.J. 2011); Video Pipeline, Inc. v. Buena Vista Home 

Entertainment, Inc., 275 F. Supp. 2d 543, 566 (D.N.J. 2003); Globe Motor Co. v.  

Igdalev, 225 N.J. 469, 482 (2016).  Plaintiff must plead facts that, if proven, would 

show all four elements.  If he does not plead facts that demonstrate he has suffered 

damage, the claim must be dismissed.  DeHart, 811 F. Supp.2d at 1047-48. 

The Plan is a defined benefit plan.  (AC ¶ 58).  Under New Jersey law, a 

defined benefit plan is a contract for a form of deferred compensation.  In return 

for the employee’s services, the employer sponsor of the Plan promises to pay not 

only current compensation but also the retirement benefits defined in the plan.  See 

Stopford v. Boonton Molding Co., 56 N.J. 169, 183-86 (1970) (failure to pay vested 

benefits breach of contract); Hindle v. Morrison Steel Co., 92 N.J. Super. 75, 83 
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(App. Div. 1966) (employee service is consideration for vested benefits); Specht v. 

Eastwood-Nealley Corp., 34 N.J. Super. 156, 166 (App. Div. 1955).  Failure to pay 

the promised vested benefits breaches the contract and exposes the employer to 

pay the value of the benefits as damages.  Stopford, 56 N.J. at 185-87.  If an 

employer has failed to fund the plan sufficiently, it is nevertheless liable for what it 

had promised to pay.  Id. at 186-87; cf. Cipala v. Lincoln Tech. Inst., 179 N.J. 45, 

50-54 (2002) (employer directed to fund disability benefits that it had refused to 

pay). 

New Jersey law is consistent with the treatment of defined benefit plans 

under ERISA.  As the United States Supreme Court has explained in a defined 

benefit plan, employees have a contractual right to be paid accrued benefits but no 

claim to the plan’s asset pool.  Hughes Aircraft Co., 525 U.S. at 439-40 (1999).  

Thus, Kaplan’s contractual right is to receive his accrued retirement benefits as 

deferred compensation for his prior employment. 

In this case, unlike Stopford, Kaplan does not allege that Saint Peter’s has 

failed or refused to pay him his promised retirement benefits.  In fact, it has.  

(Stoldt Cert. ¶ 32).  Nor does he allege that there is any imminent danger that Saint 

Peter’s will not pay him his benefits.  At the most, his breach of contract claim 

alleges that, at some future time, if Saint Peter’s does not make sufficient 

contributions, the Plan may not be able to pay promised benefits.  (AC ¶ 252).  

Unless and until that happens, however, Kaplan has received everything he is 
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entitled to under the Plan.  He has suffered and alleged no actual damage, no more 

than a feeling of insecurity based on speculation about what might happen in the 

future.  Without allegations of present injury, he has not stated a claim for breach 

of contract. 

2. The Plan Does Not Require Any Given Level Of Funding 

Saint Peter’s contractual obligation to fund the Plan is governed by Plan ¶¶ 

3.01 and 3.02, which provide in pertinent part: 

The System shall contribute to the Plan, for each Plan Year, at least 
the amount, if any, necessary to satisfy the minimum funding 
requirements of the Code for such Plan Year. 

System contributions for any Plan Year shall be paid in cash to the 
Trustee no later than the date prescribed by Section 412 of the Code 
(and the regulations thereunder) for meeting the minimum funding 
requirements for such Plan Year. 

(Stoldt Cert., Ex. H, Plan ¶¶ 3.01 and 3.02).16  However, the Code excludes a 

church plan from the funding requirements of § 412.  26 U.S.C. § 412(e)(2)(D).  

Instead, § 412(e)(2)(F) states that “no plan described in subparagraph . . . (D) . . . 

shall be treated as a qualified plan for purposes of section 401(a) unless such plan 

meets the requirements of section 401(a)(7) in effect on September 1, 1974.”   

That section, the former 26 U.S.C. § 401(a)(7) (1974), contains no funding 

requirement.  It provides: 

A trust shall not constitute a qualified trust under this section unless 
the plan of which such trust is a part provides that, upon its 

______________________ 
16  The Code is the Internal Revenue Code.  (Stoldt Cert., Ex. H, Plan ¶ 1.09). 
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termination or upon complete discontinuance of contributions under 
the plan, the rights of all employees to benefits accrued to the date of 
such termination or discontinuance, to the extent then funded, or the 
amounts credited to the employees’ accounts are non-forfeitable.  
[Emphasis added]. 

In other words, the former § 401(a)(7) required only that employee benefits be 

vested on termination to the extent that they had actually been funded.  The Plan 

complies with former § 401(a)(7).  Paragraph 9.03(a) states that if the Plan is 

discontinued, “each Participant affected by such termination or discontinuance 

shall be fully vested in his Accrued Benefit as of the date of such termination or 

discontinuance of System Contributions.”   

The Plan, in sum, requires Saint Peter’s to fund it only to the extent required 

by the Internal Revenue Code, and the Code does not require any particular level 

of funding from a church plan.  If Saint Peter’s is exempt from ERISA as a church 

plan, as demonstrated in Point II, supra, then the Plan’s provision incorporate by 

reference those provisions of the Internal Revenue Code that excuse the Plan from 

any funding requirement.  To the extent that there is conflict with more general 

language in the Plan regarding compliance with ERISA, the specific provisions 

relating to funding control.  See Bauman v. Royal Indem. Co., 36 N.J. 12, 22 

(1961); Gil v. Clara Maas Medical Ctr., 450 N.J. Super. 368, 378 (App. Div. 

2017); Burley v. Prudential Ins. Co., 251 N.J. Super. 493, 500 (App. Div. 1991). 
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B. The AC Fails To State A Claim For Promissory Estoppel 

As an alternative to his breach of contract claim, Kaplan alleges that 

promissory estoppel requires that the Plan’s provisions relating to ERISA 

standards be enforced.  (AC ¶¶ 234-43).  The AC fails to state a claim for relief for 

a reason akin to its failure to state a claim for breach of contract.  Promissory 

estoppel requires detrimental reliance, but Kaplan alleges no detriment to himself. 

The leading New Jersey decision on promissory estoppel is Pop’s Cones, 

Inc. v. Resorts International Hotel, Inc., 307 N.J. Super. 461 (App. Div. 1998).  In 

that case, the plaintiff ice cream vendor was negotiating to relocate its business 

from Margate to the defendant’s Atlantic City casino.  Relying on Resorts’ offer, 

Pop’s did not renew its Margate lease at the end of the summer season, vacated the 

premises, and put its equipment into storage.  Then Resorts backed out of the deal 

and Pop’s was unable to find a new location for the next summer.  The Appellate 

Division held that Pop’s had reasonably relied on Resorts’ promise and suffered 

harm by reason of the reliance.  As damages, it allowed Pop’s to recover the costs 

it had incurred as reliance damages.  Pop’s Cones, Inc., 307 N.J. Super. at 472-73. 

Pop’s Cones follows Restatement, Contracts § 90 in defining the elements of 

promissory estoppel as (i) a clear and definite promise, (ii) made with the 

expectation that the promisee will rely, (iii) followed by the promisee’s actual 

reliance, and (iv) “detriment of a definite and substantial nature incurred in reliance 

on the promise.”  Id. at 469; see Fletcher-Harlee Corp. v. Pote Concrete 
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Contractors, Inc., 421 F. Supp. 2d 831, 834 (D.N.J. 2006).  Recovery is limited to 

the loss plaintiff actually suffered by relying on the promise.  See Lobiondo v. 

O’Callaghan, 357 N.J. Super. 488, 499-500 (App. Div. 2003); Pop’s Cones, Inc., 

307 N.J. Super. at 473; Peck v. Imedia, Inc., 293 N.J. Super. 151, 168 (App. Div. 

1996); Cleveland Plaza Assocs. v. Conte Entm’t of Cranford LLC, 2007 N.J. 

Super. Unpub. LEXIS 2219, at *23 (App. Div. Nov. 26, 2007). Promissory 

estoppel cannot be used to obtain specific performance of the alleged promise. 

Bsales v. Texaco, Inc., 516 F. Supp. 655, 664 (D.N.J. 1981); Lobiondo, 357 N.J. 

Super. at 500.  To state a claim for specific performance, plaintiff must also have 

alleged a valid and enforceable contract.  Marioni v. 94 Broadway, Inc., 374 N.J. 

Super. 588, 598-99 (App. Div. 2005). 

The AC fails to state a claim because it fails to allege that Kaplan relied on 

the promises of the Plan to his substantial detriment.  To be sure, Kaplan worked 

for Saint Peter’s.  Assuming that he did so at least in part in reliance on the Plan, 

he has received everything to which he is entitled under it – his retirement benefits.  

In contrast to the plaintiffs in Pop’s Cones and Peck, he has incurred no out of 

pocket loss as a result of his reliance.  Moreover, he cannot obtain the relief he 

wants – specific performance of the alleged promise that the Plan will comply with 

ERISA – under a theory of promissory estoppel. 
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C. The AC Fails To State A Claim For Unjust Enrichment 

Count XII of the AC alleges that Saint Peter’s has been unjustly enriched by 

obtaining the services of Kaplan and other employees without adequately funding 

the Plan, with the result that the employees have been deprived of the secure 

retirement that they had the right to expect.  (AC ¶¶ 244-57).  This count fails to 

state a claim for unjust enrichment for two reasons.  First, unjust enrichment is not 

available where there is a valid contract in place.  Second, because Saint Peter’s 

has paid Kaplan’s retirement benefits in full, he has been and is being fully 

compensated for the services he provided as an employee. 

Unjust enrichment, sometimes described as a contract implied in law, is an 

equitable remedy that provides compensation for benefits conferred in the absence 

of an express contract.  “The unjust enrichment doctrine requires that plaintiff 

show that it expected remuneration from the defendant at the time it performed or 

conferred a benefit on defendant and that the failure of remuneration enriched 

defendant beyond its contractual rights.”  VRG Corp. v. GKN Realty Corp., 135 

N.J. 539, 553 (1994).  From this, it follows that unjust enrichment is not available 

as a remedy where an express contract governs the relations between the parties: 

Quasi-contractual obligations are imposed by the law for the purpose 
of bringing about justice . . . .  Quasi-contract liability will not be 
imposed, however, if an express contract exists concerning the 
identical subject matter.  The parties are bound by their agreement, 
and there is no ground for implying a promise as long as a valid 
unrescinded agreement governs the rights of the parties. 
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Suburban Transfer Serv., Inc. v. Beech Holdings, Inc., 716 F.2d 220, 226-27 (3d 

Cir. 1983) (dismissing unjust enrichment claim where express contract not 

breached); accord C.B. Snyder Realty Co. v. Nat’l Newark & Essex Banking Co., 

14 N.J. 146, 162-63 (1953); Moser v. Milner Hotels, Inc., 6 N.J. 278, 280-81 

(1951); New York-Connecticut Dev. Corp. v. Blinds-To-Go (U.S.), Inc., 449 N.J. 

Super. 542, 556 (App. Div. 2017).   

Here, the Plan is the express contract between the parties.  For the reasons 

stated in Point V.A., supra, there has been no breach of that contract because 

Kaplan has received all of the benefits that he is due under the Plan and hence no 

“failure of remuneration.”  VRG Corp., 135 N.J at 554.  Kaplan therefore cannot 

use a theory of unjust enrichment as an alternative to give him more than the Plan 

requires. 

D. Kaplan Fails To State A Claim  For Breach Of Fiduciary Duty 

Under New Jersey law, the elements of breach of fiduciary duty are the 

existence of a relationship of trust and confidence, a breach of either the duty of 

loyalty or the duty of reasonable care, and resulting injury.  F.G. v. McDonnell, 

150 N.J. 550, 563 (1997).  Where there is an express trust instrument, such as the 

Plan, the fiduciaries’ duties are defined primarily by the instrument’s terms.  

General principles of equity only supplement the instrument’s express or implied 

provisions.  Branch v. White, 99 N.J. Super. 295, 306 (App. Div. 1968) (trustee of 

pension plan).  For the same reason that Kaplan has not been injured by the alleged 
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breach of the contract created by the Plan, there has been no breach of fiduciary 

duty.  Kaplan has received and is continuing to receive all of the benefits to which 

he is entitled, and the Plan does not require that it be funded in accord with ERISA. 

The AC alleges a breach of fiduciary duty when defendants “decided to 

convert the ERISA-covered plan to a church plan” and stop funding it according to 

ERISA requirements.  (AC ¶ 266).  Defendants did not “convert” the plan to a 

church plan.  It always was a church plan because it always satisfied the terms of 

the Exemption.  Moreover, the only way to subject a church plan to ERISA is to 

make the irrevocable election provided in 26 U.S.C. § 410(d) and 26 C.F.R. § 

1.410(d)-1.  Saint Peter’s never made that election.  (Stoldt Cert. ¶ 27).  Saint 

Peter’s always had the legal right to operate the Plan under the Exemption and 

breached no duty to Kaplan in doing so. 

The AC also alleges breaches of fiduciary duty because Saint Peter’s did not 

fund the Plan to ERISA standards (AC ¶ 267) and individual defendants did not 

use their authority to compel it to do so.  (AC ¶ 270).  These allegations fail to state 

a claim for the same reasons that the AC states no claim for breach of the Plan’s 

funding provisions.  As discussed in Point V.A., Kaplan has alleged and can allege 

no damage resulting from the Plan’s funding level.  He has received all benefits 

due him and will receive them for the foreseeable future.  More importantly, the 

Plan does not require funding to ERISA standards.  It adopts the funding 

provisions of the Internal Revenue Code, and these in turn do not require any given 
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level of funding for an exempt church plan.  The fiduciaries have done what the 

Plan allows them to do. 

CONCLUSION

For the foregoing reasons, Defendants Saint Peter’s Healthcare System, et 

al., respectfully request that the Amended Complaint be dismissed pursuant to Fed. 

R. Civ. P. 12(b)(1) for lack of subject matter jurisdiction or, in the alternative, 

pursuant to Fed. R. Civ. P. 12(b)(6) for failure to state a claim for relief under 

either ERISA, the Constitution or New Jersey common law, and that paragraph 54 

of the Amended Complaint be stricken pursuant to Fed. R. Civ. P. 12(f).

Respectfully submitted, 

SILLS CUMMIS & GROSS P.C. 

By: s/ Jeffrey J. Greenbaum
JEFFREY J. GREENBAUM 
JAMES M. HIRSCHHORN 
KATHERINE M. LIEB 

Attorneys for Defendants

Dated:  September 7, 2018 
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UNITED STATES DISTRICT COURT 
DISTRICT OF NEW JERSEY 

LAURENCE KAPLAN, on behalf of 
himself, individually, and on behalf of all 
others similarly situated,  

Plaintiff, 
                       v. 

SAINT PETER’S HEALTHCARE 
SYSTEM, RETIREMENT PLAN 
COMMITTEE FOR THE SAINT 
PETER’S HEALTHCARE SYSTEM 
RETIREMENT PLAN, LESLIE D. 
HIRSCH, an individual, PAMELA 
TEUFEL, an individual, GARRICK 
STOLDT, an individual, LISA 
DRUMBORE, an individual, RONALD 
C. RAK, an individual, SUSAN 
BALLESTERO, an individual, and 
JOHN and JANE DOES, each an 
individual, 1-20,  

                                         Defendants. 
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: 

: 

: 

: 

: 

: 

: 
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: 

: 

Civil Action No. 13-2941 (MAS)(TJB) 

Honorable Michael A. Shipp 
United States District Judge 

CERTIFICATION OF  

GARRICK STOLDT  

(Electronically Filed Document) 

GARRICK STOLDT hereby certifies as follows: 

1. I am the Vice President and Chief Financial Officer of Saint Peter’s 

Healthcare System, Inc. (“Saint Peter’s” or “the Corporation”), a member of its 
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Retirement Plan Committee and a defendant herein.  I submit this Certification in 

support of defendants’ motion to dismiss the Amended Complaint. 

2. As I understand, the lawsuit challenges the church plan status of Saint 

Peter’s Retirement Plan, a defined benefit pension plan (“the Plan”).  This 

Certification will show that the Plan meets the requirements of a church plan 

because, among other things, Saint Peter’s and its subsidiaries that participate in 

the Plan are controlled by or associated with a church, and the Plan is maintained 

by the Retirement Plan Committee of Saint Peter’s, which also is controlled by or 

associated with a church and whose principal purpose or function is the 

administration or funding of the Plan and other retirement plans for the employees 

of Saint Peter’s and, as applicable, its subsidiaries.  As a church plan, the Plan is 

not subject to ERISA, because the Retirement Plan Committee has never made an 

affirmative election, in accordance with Section 410(d) of the Internal Revenue 

Code of 1986, as amended (the “Code”) and Treasury Regulation Section 1.410(d)-

1 issued thereunder, to have ERISA apply to the Plan. 

Control 

3. Saint Peter’s Healthcare System, Inc. (formerly known as Catholic 

Health New Jersey, Inc.) is a corporation operated exclusively for charitable, 

scientific and educational purposes within the meaning of Section 501(c)(3) of the 

Internal Revenue Code.  More specifically, as stated in its Certificate of 
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Incorporation, among its purposes are “to care, cure, nurture and maintain sick and 

infirm persons,” and “to own, maintain, operate or assist in the operation of one or 

more Catholic hospitals . . . .”  In addition, its corporate charter requires: 

The Corporation shall perform its general and specific 
corporate purposes in conformity with the law, teachings 
and moral practices of the Roman Catholic Church and in 
accord with the tenets set forth in the latest edition of the 
directives entitled “Ethical and Religious Directives for 
Catholic Health Facilities” approved by the National 
Conference of Catholic Bishops, and as promulgated by 
the Bishop of Metuchen for use in his Diocese.  [Certif. 
of Incorp.  ¶ 4] 

Attached hereto as Exhibit A is a true copy of the March 1, 2010 Certificate of 

Amendment to the Certificate of Incorporation of Saint Peter’s, which also has 

attached the November 14, 2007 Restated Certification of Incorporation for Saint 

Peter’s Healthcare System, Inc. (“Certif. of Incorp.”). 

4. The sole member of the Corporation is the Bishop of the Diocese of 

Metuchen.  (Id., Certif. of Incorp. ¶ 9.) 

5. The conduct and management of the affairs of the Corporation are 

vested in its Board of Governors, formerly known as its Board of Trustees 

(hereinafter, the “Board”).  (Id., Certif. of Incorp. ¶ 10; 2007 Certif. of Incorp. ¶ 

10.)  The Corporation’s bylaws provide for, among other things, how the Board is 

appointed, its voting rights, the number of Board members, and their qualifications.  

(Id., 2010 Certif. of Incorp. ¶ 10; 2007 Certif. of Incorp. ¶ 10.) 
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6. A true copy of the Corporation’s current bylaws with Third 

Amendment, dated July 27, 2016, is attached hereto as Exhibit B (“bylaws”).  The 

bylaws repeat that the sole member of the Corporation is the Bishop of the Diocese 

of Metuchen (the “Bishop” or “Member”), and states that he is responsible for 

ensuring compliance of the Corporation and its subsidiaries with “The Ethical and 

Religious Directives for Catholic Health Care Facilities.”  If there is a vacancy in 

the position of Bishop, that power is vested in an individual appointed by the 

Roman Catholic Church.  (Id., Bylaws, Article III, Section 1.)  The powers of the 

Bishop are also set forth in the bylaws.  (Id., Bylaws, Article III, Section 2.) 

7. I understand that the Plaintiff alleges that the Form 990s for Saint 

Peter’s state that it has no members.  (Amended Complaint, ¶ 46.)  Although the 

Amended Complaint does not provide a specific year, Plaintiff previously made 

this same allegation with respect to Saint Peter’s Form 990 for the tax year 2011.   

8. As set forth in my prior certification, dated October 14, 2013, a true 

copy of which is attached as Exhibit C, an error was made in connection with the 

Form 990 for 2011, in that three boxes (6, 7a, and 7b in Part VI) were inadvertently 

checked related to the corporate structure of Saint Peter’s.  Once that error was 

discovered, Saint Peter’s promptly filed an amended return in which these three 

questions were corrected to reflect the corporate structure as detailed above.  A 

copy of the relevant pages of the Amended Form 990 for the year 2011 is attached 
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as Exhibit D.  Saint Peter’s most recent tax statement for the year 2016 also 

reflects the proper corporate structure of Saint Peter’s as having a member.  A true 

copy of the relevant pages of the Form 990 for the year 2016 is attached as Exhibit 

E.  

9. The Bishop has the power to remove any or all of the Governors of 

the Board and Trustees of all subsidiaries in his sole discretion, with or without 

cause, at any time, and has the power to veto any action by the Corporation or its 

Board.  (Id., Bylaws, Article III, Sections 2(a) and (e).) 

10. The Bishop also has the power to appoint and remove the Chair of the 

Board, the Vice Chair, the President and Chief Executive Officer, the Treasurer, 

the Secretary and Assistant Secretary, in his sole discretion, with or without cause, 

at any time.  (Id., Bylaws, Article III, Section 2(b).) 

11. With respect to the Board of Governors, the Bishop appoints all Board 

members except two, the current and immediate past president of the medical staff.  

The Board consists of 4 categories of people: (1) up to 20 Governors, appointed by 

the Bishop, including the Chair and Vice Chair; (2) the President and CEO 

(appointed by the Bishop); (3) the Episcopal Vicar for the Healthcare Apostolate of 

the Diocese of Metuchen (the Bishop’s representative); and (4) the current and 

immediate past president of the medical staff.  The exact number of Board 

members is decided by the Bishop.  (Id., Bylaws, Art. IV, Section 2.)  For the 
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Board to act, the Chair or his/her designee must be in the majority of voting 

members.  (Id., Bylaws, Article IV, Section 10.) 

12. The Bishop has the power to appoint and remove the Executive 

Director of each of the Corporation’s subsidiaries, in his sole discretion, with or 

without cause, at any time, and has the power to exercise the power of the 

Corporation with respect to any of the Corporation’s subsidiaries.  (Id., Bylaws, 

Article III, Sections (2) (c) and (d).) 

Associated With 

13. The convictions of the Catholic Church are central to the organization, 

structure and operations of Saint Peter’s.  This mission and philosophy is set forth 

in its bylaws as follows: 

The basic mission of the Corporation and of all its 
subsidiaries is to continue the healing ministry of Jesus 
Christ as expressed in the Gospel.  This mission shall be 
in support of and further the mission of the Catholic 
Church, specifically in the Diocese of Metuchen as 
expressed in the Mission Statement of the Diocese of 
Metuchen.  The Corporation and all its subsidiaries shall 
foster the values of love, compassion, justice, and 
reverence for human life. 

(Id., Bylaws, Article I, Section 2(a).) 

14. The bylaws further provide: 

The Corporation shall perform its general and specific 
corporate purposes in conformity with the law, teachings 
and moral practices of the Roman Catholic Church and in 
accord with the tenets set forth in the latest edition of the 
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directives entitled “Ethical and Religious Directives for 
Catholic Health Care Facilities” approved by the 
National Conference of Catholic Bishops, and as 
promulgated by the Bishop of Metuchen for use in his 
Diocese.  

(Id., Bylaws, Article I, Section 2(b).) 

15. The bylaws also contain qualifications for membership on the Board 

of Governors.  One qualification is the agreement to conduct the Corporation’s 

activities in accord with the Roman Catholic philosophy of the Ethical and 

Religious Directives for Catholic Health Care Facilities:    

In order to be eligible for Governorship, the person so 
nominated shall agree to conduct the activities and 
business of the Corporation under the purview of and in 
accord with Roman Catholic philosophy and the Ethical 
and Religious Directives for Catholic Health Facilities as 
adopted by the National Conference of Catholic Bishops 
and the United States Catholic Conference and 
implemented by the Bishop.  This shall include, but not 
be limited to, the belief in the right to life and the 
inviolability of the human person and the unqualified 
opposition to abortion. 

(Id., Bylaws, Article IV, Section 3(a).)  In addition, each newly appointed 

Governor is required to acknowledge in writing that he agrees to conduct the 

business and affairs of the Corporation pursuant to the Certificate of Incorporation 

and the Bylaws.  (Id., Bylaws, Article IV, Section 3(c).) 

16. Saint Peter’s has a Pastoral Care Department.  The Pastoral Care 

Department fosters and addresses the varied spiritual needs of patients, employees 
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21. Saint Peter’s is an organization listed in The Official Catholic 

Directory.  It appears on page 776 of the 2017 edition, a true copy of which is 

attached hereto as Exhibit F.  Its tax exempt status derives from its inclusion in the 

group exemption issued by the IRS to all agencies, instrumentalities and religious 

institutions operated, supervised, or controlled by or in connection with the Roman 

Catholic Church.  The Internal Revenue Service has ruled that “[a]ny organization 

listed in this directory is considered associated with the Roman Catholic Church in 

the United States.”  See, e.g., General Counsel Memorandum 39007 (1983), a true 

copy of which is attached hereto as Exhibit G. 

The Retirement Plan Committee Maintains the  

Saint Peter’s Defined Benefit Retirement Plan 

22. The Plan at issue in this lawsuit is maintained by the Board’s 

Retirement Plan Committee.  The terms of the Plan itself specify that the Plan is to 

be administered by the Retirement Plan Committee.  Plan, Article 8, Section 8.01.  

Attached hereto as Exhibit H is a true copy of the Saint Peter’s Healthcare System 

Retirement Plan, as amended and restated effective January 1, 2010.  As previously 

mentioned, I am a member of that Committee.   

23. The Retirement Plan Committee is a standing committee of the Board.  

The Retirement Plan Committee possesses overall responsibility for the oversight 

of the retirement plans sponsored by Saint Peter’s, and its responsibilities also 

include overseeing management of plan assets for defined benefits pension plans, 
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and reviewing the Corporation’s policy for funding its retirement plans.  (Exhibit 

B, Bylaws, Article V, Section 13(b)(1)-(3).)  In making investment decisions, the 

Retirement Plan Committee is guided by the investment principles adopted by the 

Church, the U.S. Conference of Catholic Bishops’ Socially Responsible 

Investment Guidelines, which is available at http://www.usccb.org/about/financial-

reporting/socially-responsible-investment-guidelines.cfm (last visited September 7, 

2018) (a true copy of which is also attached hereto as Exhibit I). 

24. As applied to the Plan, the Retirement Plan Committee has: 

the exclusive discretionary authority and power to determine 
eligibility for benefits and to construe the terms and provisions of the 
Plan, determine questions of fact and law arising under the Plan, 
direct disbursements pursuant to the Plan, and exercise all other 
powers specified herein [in the Plan] or which may be implied from 
the provisions hereof [the Plan].  The Committee may adopt such 
rules for the conduct of the administration of the Plan as it may deem 
appropriate. 

(Exhibit H, Plan, Article 8, Section 8.02.)   

25. Participation in the Plan is limited to eligible employees of Saint 

Peter’s and certain of its subsidiaries.  Effective as of June 30, 2010, the Plan was 

frozen as to participation, such that no employee hired after such date is eligible to 

become a Plan Participant.  (Exhibit H, Plan, Article 2, Section 2.01(d).)  The Plan 

was frozen to active employees for additional accrual benefits as of December 31, 

2012.   
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26. Section 1.10 of the Plan explicitly requires the Bishop to appoint all 

members of the Retirement Plan Committee.  (See Exhibit H, Plan, at 5.)  The 

Retirement Plan Committee consists of the Chair of the Board of Governors 

(appointed by the Bishop), the Chief Financial Officer (who is the Assistant 

Treasurer, appointed by the Bishop (see Exhibit B, Bylaws, Articles VIII, Section 

6)), the Vice President for Human Resources, and up to seven more additional 

Governors.  It may also include others elected by the Board.  (Exhibit B, Bylaws, 

Article V, Section 13(a).)  It is currently composed of 5 members only, all 

appointed by the Bishop, including the Episcopal Vicar for the Healthcare 

Apostolate.  

27. The Retirement Plan Committee has never made an affirmative 

election, in accordance with Section 410(d) of the Code and Treasury Regulation 

Section 1.410(d)-1 issued thereunder, to have ERISA apply to the Plan.  Therefore, 

the Plan is a “non-electing” church plan exempt from the provisions of ERISA. 

28. I understand that the Plaintiff alleges that the Plan should not qualify 

as a church plan because it “covers more than an insubstantial number of 

employees that work for subsidiaries or affiliates that are not controlled by or 

associated with any church or convention or association of churches that are not 

tax-exempt.”  (Amended Complaint, ¶ 102.)  The allegation contains no specifics 

and the allegation is not correct.  The Plan only includes employees who 
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participated in it by virtue of their employment by Saint Peter’s or one of its 

wholly-owned tax-exempt subsidiaries:  Saint Peter’s, Saint Peter’s University 

Hospital, the Saint Peter’s Foundation, and up until January 31, 2016 when it was 

sold, the Margaret McLaughlin McCarrick Care Center, Inc.  All of these Saint 

Peter’s tax-exempt subsidiaries are or were wholly owned and are therefore 

controlled by Saint Peter’s. 

The IRS Has Recognized that the Plan is a Church Plan 

29. On August 14, 2013, the IRS issued a private letter ruling to Saint 

Peter’s holding that the Plan is a church plan within section 414(e) of the Internal 

Revenue Code (the “IRS Ruling”).  A true copy of the IRS Ruling is attached 

hereto as Exhibit J. 

30. In finding the requisite control and association necessary for church 

plan status, the IRS Ruling states: 

[Saint Peter’s] is indirectly controlled by [the Roman 
Catholic Church] through its relationship with [the 
Diocese of Metuchen.]   

In view of the common religious bonds between [the 
Roman Catholic Church] and [Saint Peter’s], and the 
indirect control of [Saint Peter’s] by [the Roman Catholic 
Church] through [the Diocese of Metuchen], we conclude 
that [Saint Peter’s] . . . is associated with a church or a 
convention or association of churches within the meaning 
of section 414(e)(3)(D) of the Code . . . . 

(Id. at 5.)  The IRS Ruling further notes that “the [Retirement Plan] Committee is 

associated with and under the control of [the Diocese of Metuchen], and is 
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indirectly associated with and under the control of [the Roman Catholic Church].”  

(Id.)  

31. The IRS Ruling concludes that the Plan “is a church plan within the 

meaning of section 414(e) of the Code, and has been a church plan within the 

meaning of section 414(e) of the Code retroactive to January 1, 1974.”  (Id.)   

The Plan is Well Funded and Kaplan Has Received Full Benefits 

32. Mr. Kaplan, the plaintiff, is 75 years old, was the Manager of Food 

and Nutrition Services when he retired, and has been receiving his full retirement 

benefits without interruption or diminution since April 1, 2001.  Like Mr. Kaplan, 

all other Plan participants have received and are continuing to receive their 

required benefits.   

33. The current financial statement of Saint Peter’s show that the Plan is 

well-funded, at approximately 60% under a Generally Acceptable Accounting 

Principles (GAAP) basis.  A true copy of the Consolidated Financial Statements 

and Supplementary Information of Saint Peter’s, with years ended December 31, 

2016 and December 31, 2017 (“Financial Statements”), is attached hereto as 

Exhibit K.   

34. As of December 31, 2017, the Plan had assets of $203,652,000, with 

year-end liabilities of $339,101,000, resulting in an underfunding of $135,449,000.  

(Id. at 30.)  However, these calculations are under a strict GAAP basis (which is 
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not used to measure compliance under ERISA), and use interest rates at a specific 

point in time (the balance sheet date) without regard to assumptions on what a plan 

may reasonably expect to earn over the long term, and assume that Saint Peter’s 

would have to pay all future obligations today. 

35. Saint Peter’s has continued to fund the Plan and makes contributions 

on a weekly basis.  In 2017 and 2016, Saint Peter’s contributed $13,946,000 and 

$13,460,000, respectively, far more than the respective $8,578,000 and $8,012,000 

in benefits paid for those years.  Saint Peter’s is making weekly payments that will 

accumulate to a contribution of $4,000,000 for the calendar year 2018.  (Id. at 30, 

34.) 

36. As detailed in Financial Statements, the total expected benefits for the 

next ten years are as follows: 

Year Estimated Total Benefit Payment 

2018 $10,785,000 

2019 $11,591,000 

2020 $12,488,000 

2021 $13,277,000 

2022 $14,124,000 

2023-2027 $82,325,000 
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TOTAL $144,590,000 

37. At over $200 million, the current assets of the Plan could pay for the 

next ten years of expected benefits, while more than $50 million would remain.  

This calculation does not even include the future contributions that Saint Peter’s 

continues to make on a weekly basis, or any earnings the Plan expects to earn on 

its $200 million plus corpus.   

38. Given Saint Peter’s prior and current commitment to funding the Plan, 

and current plan assets, no imminent risk exists with respect to the Plaintiff’s 

receipt of continued benefits.     

Saint Peter’s Does Not Deviate From 

The Religious Convictions of the Catholic Church 

39. The Complaint alleges that Saint Peter’s distances itself from the 

religious convictions of the Catholic Church when it is in its economic interest to 

do so, such as when it hires non-Catholic employees, allows non-Catholic patients 

and encourages such patients to seek spiritual support in accordance with other 

faiths, and associates with certain secular institutions.  (See, e.g., Amended 

Complaint ¶ 11.)  The Complaint is not correct.  These allegations show a lack of 

understanding of Catholic religious convictions and how Saint Peter’s operates.  

Saint Peter’s strictly complies with the religious convictions of the Catholic 

Church, as it is required to do by its bylaws. 
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Employment 

40. Saint Peter’s does in fact hire non-Catholics.  There is no Church 

requirement to hire only Catholics and, in fact, I am advised that the Diocese of 

Metuchen, an arm of the Church, itself hires non-Catholics.  As mentioned, our 

certificate of incorporation and bylaws require Saint Peter’s to comply with the 

“Ethical and Religious Directives for Catholic Health Facilities” approved by the 

United States Conference of Catholic Bishops (“ERDs”).  A copy of the latest 

edition of the ERDs is attached hereto as Exhibit L.  Pages 6-7 of the ERDs notes 

that lay Catholics are joined by many religious communities in their commitment 

to health care ministry, and are joined by many who are not Catholic.  More 

specifically, Directive 7 requires that Catholic health care institutions provide 

equal employment opportunities.  Employees, however, must respect and uphold 

the religious mission of the institution and adhere to the ERDs, which Saint Peter’s 

requires.  (Id., Directive 9.) 

Failure to Impose Religious Beliefs on Patients 

41. The ERDs recognize that a Catholic health care institution must 

provide its services to those in need, without regard to religion.  (See Exhibit L, 

Directive 1.)  The ERDs further recognize that spiritual needs during illness are an 

important part of healing and provide that pastoral care is an integral part of 

Catholic Health Care.  (Id. at 10.)  In accordance with Directive 11, pastoral 
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services and/or referrals are available to all in keeping with their religious beliefs 

or affiliation.  Saint Peter’s respects and honors every religion in its efforts to serve 

the poor and its entire community.  This is consistent with the ERDs, which even 

permit non-Catholic members to be appointed to the pastoral care staff for the sake 

of appropriate ecumenical and interfaith relations.  (Id., Directive 22.) 

Collaborating with Medical Institutions Without Religious Affiliation 

42. The Amended Complaint criticizes Saint Peter’s affiliations with 

Drexel University1 and Rutgers Biomedical and Health Sciences as a teaching 

hospital for these institutions, the clinical collaboration with Children’s Hospital of 

Philadelphia, and the affiliation with Kean University, as these institutions do not 

have religious affiliations.  To fulfill its ministry of medical education, Saint 

Peter’s must affiliate with secular institutions but does so in a way completely 

consistent with the ERDs, which must be strictly followed by other affiliated 

institutions when performing any services on the premises of any of Saint Peter’s 

institutions.  Recognizing the need for forming partnerships with secular 

organizations, the ERDs contain an entire section, “Part Six, Forming New 

Partnerships with Health Care Organizations and Providers.”  (See id. at 23-26.)  

The ERDs specify how these partnerships are to be governed and Saint Peter’s 

1 The affiliation with Drexel University terminated as of June 30, 2014.
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enterprises�that�promote�economic�development�in�depressed

communities�and�which�help�the�church�respond�to�local�and�regional

needs.�When�the�decision�to�divest�seems�unavoidable,�it�should�be

done�after�prudent�examination�and�with�a�clear�explanation�of�the

motives."�(�Economic�Justice�for�All,�354)

2.�Shareholder�Responsibility

"Most�shareholders�today�exercise�relatively�little�power�in�corporate

governance.�Although�shareholders�can�and�should�vote�on�the

selection�of�corporate�directors�and�on�investment�questions�and

other�policy�matters,�it�appears�that�return�on�investment�is�the

governing�criterion�in�the�relation�between�them�and�management.

We�do�not�believe�that�this�is�an�adequate�rationale�for�shareholder

decisions.�The�question�of�how�to�relate�the�rights�and�responsibilities

of�shareholders�to�those�of�other�people�and�communities�affected�by

corporate�decisions�is�complex�and�insufficiently�understood.�We

therefore�urge�serious,�long-term�research�and�experimentation�in

this�area.�More�effective�ways�of�dealing�with�these�questions�are

essential�to�enable�firms�to�serve�the�common�good."�(�Economic

Justice�for�All,�306)

3.�Church�as�Economic�Actor

"Although�all�members�of�the�Church�are�economic�actors�every�day

of�their�individual�lives,�they�also�play�an�economic�role�united

together�as�Church.�On�the�parish�and�diocesan�level,�through�its

agencies�and�institutions,�the�Church�employs�many�people;�it�has

investments;�it�has�extensive�properties�for�worship�and�mission.�All

the�moral�principles�that�govern�the�just�operation�of�any�economic

endeavor�apply�to�the�Church�and�its�agencies�and�institutions;

indeed�the�Church�should�be�exemplary."�("Economic�Justice�for�All,"

347)�Many�dioceses�and�religious�communities�have�also�been

seeking�to�apply�these�directions�through�their�own�policies�on

corporate�responsibility.�The�USCCB�Committee�on�Budget�and

Finance�has�sought�a�review�and�updating�of�these�guidelines�based

on�universal�Church�teachings�and�USCCB�statements�and�policies.

More�than�a�decade�ago�the�Bishops'�Conference�adopted�and�began

to�implement�Socially�Responsible�Investment�Guidelines�(adopted�at

Nov.1991�General�Meeting�and�presented�in�Origins,�Nov.�28,�1991,

Vol.�21.�No.�25).�The�Committee�on�Budget�and�Finance�and�the

related�Conference�staff�have�carried�out�these�policies,�but�more

comprehensive�and�clear�corporate�responsibility�guidelines�are

needed.�Until�now,�the�Conference�corporate�responsibility�policies

have�consisted�primarily�of�exclusions,�choosing�not�to�invest�in

companies�that�comprise�about�ten�percent�(10%)�of�the�S&P�500.

Through�this�current�review,�the�Conference�seeks�to�put�in�place

policies�that�are�broader,�more�explicit,�active,�flexible�and�effective�in

applying�the�teaching�of�the�Church�to�the�realities�of�the�market.

2.�Principles�of�Stewardship
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This�current�effort�to�fashion�such�guidelines�is�guided�by�two�fundamental�and

interdependent�principles:�Principle�1:�The�Conference�should�exercise

responsible�financial�stewardship�over�its�economic�resources.�In�practical

fiscal�terms,�this�means�obtaining�a�reasonable�rate�of�return�on�its�investments.

For�example,�the�Conference�now�expects�its�managers�to�perform�at�least�at�the

level�of�the�market.�In�some�areas�the�Conference�has�an�actual�fiduciary�role

(e.g.,�pensions).�This�requires�caution�in�terms�of�risks�taken�with�Conference

resources.�Principle�2:�The�Conference�should�exercise�ethical�and�social

stewardship�in�its�investment�policy.�Socially�responsible�investment�involves

investment�strategies�based�on�Catholic�moral�principles.�These�strategies�are

based�on�the�moral�demands�posed�by�the�virtues�of�prudence�and�justice.�They

recognize�the�reality�that�socially�beneficial�activities�and�socially�undesirable�or

even�immoral�activities�are�often�inextricably�linked�in�the�products�produced�and

the�policies�followed�by�individual�corporations.�Given�the�realities�of�mergers,

buyouts�and�conglomeration,�it�is�increasingly�likely�that�investments�will�be�in

companies�whose�policies�or�products�make�the�holding�of�their�stock�a�"mixed

investment"�from�a�moral�and�social�point�of�view.�Nevertheless,�by�prudently

applying�traditional�Catholic�moral�teaching,�and�employing�traditional�principles

on�cooperation�and�toleration,�as�well�as�the�duty�to�avoid�scandal,�the

Conference�can�reflect�moral�and�social�teaching�in�investments.

3.�Strategies
These�two�major�principles�work�together�to�encourage�the�Conference�to�identify

investment�opportunities�that�meet�both�our�financial�needs�and�our�social�criteria.

These�principles�are�carried�out�through�strategies�that�seek:�1)�to�avoid

participation�in�harmful�activities,�2)�to�use�the�Conference's�role�as�stockholder

for�social�stewardship,�and�3)�to�promote�the�common�good.�Briefly,�these�three

approaches�may�be�described�as�follows:

1.�Do�no�harm�(avoid�evil):

This�strategy�involves�two�possible�courses�of�action:�1)�refusal�to

invest�in�companies�whose�products�and/or�policies�are�counter�to�the

values�of�Catholic�moral�teaching�or�statements�adopted�by�the

Conference�of�bishops;�2)�divesting�from�such�companies.�The

decision�to�divest,�or�to�refuse�to�invest,�would�be�based�on�the

principle�of�cooperation�and�the�avoidance�of�scandal.�It�would�have

to�be�done�prudently,�with�care�taken�to�minimize�the�financial�impact

and�possible�other�negative�consequences.�In�some�cases,

Conference�policy�may�not�absolutely�require�divestment,�but

significant�Conference�investments�in�these�areas�might�cause

confusion�or�scandal�(e.g.,�heavy�investment�in�conventional�military

weapons�producers,�gambling�stocks,�etc.).�In�these�cases,�prudence

would�be�the�guiding�principle.

2.�Active�Corporate�Participation.

Given�the�clear�teaching�of�Economic�Justice�for�All,�it�seems

appropriate�for�the�Conference�to�adopt�a�strategy�of�active�corporate

participation�with�regard�to�its�stock�holdings.�Under�this�approach�the

Conference�will�seek�to�exercise�its�normal�shareholder
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responsibilities,�especially�casting�informed�votes�on�proxies�and

shareholders'�resolutions�in�accord�with�Conference�policies.�It�should

be�noted�that�failure�to�vote�in�such�situations,�or�assigning�proxies�to

management,�is�effectively�counted�as�a�vote�for�current�management

and�the�status�quo.�In�the�future�the�Conference�should�vote�its

proxies�and�use�its�opportunities�as�a�shareholder�to�support�policies

in�accord�with�its�values�and�oppose�those�in�conflict�with�them,�within

the�limitations�discussed�below.�This�strategy�involves�actively�using

the�Conference's�position�as�shareholder�to�influence�the�corporate

culture�and�to�shape�corporate�policies�and�decisions.�These

activities�could�include�dialogue�with�corporate�leadership,�initiating�or

supporting�shareholder�resolutions,�and�working�with�various�religious

and�other�groups�who�are�working�for�corporate�responsibility,�writing

letters�to�corporate�executives�and�board�members�to�advocate

specific�steps�or�to�support�or�raise�objections�to�a�corporation's

activities�or�policies.�This�approach�could�also�enable�the�Conference

to�deal�effectively�with�the�reality�of�"mixed�investments."�One�way�to

be�a�socially�responsible�investor�is�to�set�limits�for�corporations

engaged�in�questionable�or�objectionable�activities,�to�hold�a�minimal

position�in�those�companies�that�fall�under�the�threshold,�and�then�to

use�one's�position�as�shareholder�to�work�actively�to�influence�or

redirect�the�activities�or�policies�of�the�corporation�toward�activities

and�policies�which�are�socially�beneficial�and�serve�the�common

good.�Investments�of�this�type�may�be�tolerated,�after�careful

application�of�the�principle�of�cooperation�and�the�duty�to�avoid

scandal,�so�long�as�the�Conference�engages�in�active�participation

and�there�is�a�reasonable�hope�of�success�for�corporate�change.

3.�Positive�Strategies�("Promote�the�Common�Good")

.�These�strategies�involve�at�least�two�possible�courses�of�action:�1)

supporting�policies�and�initiatives�in�companies�owned�by�the

Conference�that�promote�the�values�of�Catholic�moral�and�social

teaching�or�positions�advocated�by�Conference�statements�while

earning�a�reasonable�rate�of�return;�2)�investments�that�promote

community�development,�which,�in�some�cases,�may�result�in�a�lower

rate�of�return,�but�which�nevertheless�are�chosen�because�they�give

expression�to�the�Church's�preferential�option�for�the�poor�or�produce

some�truly�significant�social�good.�In�the�first�case,�the�Conference

can�support�companies�and�financial�institutions�which,�in�addition�to

their�fiscal�merits�and�investment�advantages,�have�strong�records�in

such�areas�as�labor�relations,�affirmative�action,�affordable�housing,

(for�example,�market-rate�certificates�of�deposit�in�institutions�with

special�programs�for�low�cost�housing,�or�common�stocks�of

companies�that�produce�socially�superior�products�and�perform�well

in�the�market,�etc.).�In�the�second�case,�the�Conference�already�has

positive�experience�with�community�development�investments

through�the�Catholic�Campaign�for�Human�Development�("CCHD")

Given�the�purpose�of�the�funds�which�the�Conference�holds,�and,�in
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some�cases,�its�fiduciary�responsibilities,�opportunities�for�investing�in

community�development�initiatives�with�lower�rates�of�return�will

probably�be�limited�to�CCHD's�efforts�or�other�special�initiatives.

4.�Financial�Impact
The�experience�of�the�Conference�has�been�that�there�has�not�been�a�negative

impact�on�the�financial�return�of�the�Conference's�investments�since�these�Socially

Responsible�Investment�Guidelines�have�been�in�place.�When�the�guidelines�were

put�into�place�and�in�our�review,�the�Conference�consulted�with�advisors�and

groups�who�have�extensive�experience�in�managing�funds�under�these�kinds�of

policies.�Each�of�them�presented�evidence�that�their�restricted�funds�had

performed�better�than�or�at�the�level�of�the�market�as�a�whole.�Theoretically,�a

corporate�responsibility�program�that�precluded�investment�in�a�significant

segment�of�the�market�would�reduce�the�options�available�to�the�portfolio

management�and�could�negatively�impact�performance.�Since�the�market�is�so

large,�every�investor�selects�some�stocks�and�avoids�others,�using�a�variety�of

financial�and�other�evaluative�financial�criteria.�The�addition�of�the�ethical�criteria�is

an�extension�of�this�process.�Some�argue�that�further�limiting�investor�options

reduces�flexibility,�can�distort�market�choices�and�could�negatively�impact�financial

return.�Others�argue�that�the�market�is�so�large�and�varied�that�ethical�criteria�do

not�unduly�inhibit�investor�choice,�and�there�are�ample�options�available�to�a

capable�and�skilled�advisor.�They�also�argue�that�there�are�many�well-run�and

profitable�companies�that�practice�corporate�responsibility.�In�fact,�they�suggest

that�in�today's�environment�of�increased�regulation�and�social�concern,�those

companies�with�good�records�in�these�areas�often�perform�better�than�their

counterparts.�It�is�not�possible�to�predict�future�results�from�past�experience;

therefore�the�financial�impact�of�these�policies�needs�to�be�continuously

monitored.

5.�Conference�Directions
In�carrying�out�these�strategies�the�Conference�will�be�required�to�strengthen�its

capacity�in�several�areas:

1.�Corporate�Awareness

:�The�Conference�will�have�to�build�on�its�current�efforts�and�monitor

more�closely�how�Catholic�teaching�and�Conference�policy�are

advanced�and�undermined�in�the�marketplace�and�by�corporate

actions.�It�will�need�to�make�use�of�the�growing�resources�that

regularly�monitor�corporate�responsibility�issues�and�stay�in�touch

with�networks�of�others�who�share�similar�concerns.�In�addition,�the

Conference�ought�to�subscribe�to�the�publications�of�groups�that�offer

research,�advice,�and�assistance�in�the�area�of�corporate

responsibility.

2.� Investment�Guidance

:�The�Conference�will�have�to�continue�to�work�closely�with�its

investment�advisors,�to�clearly�articulate�its�goals�and�policies�in�this

area�and�assist�them�in�carrying�them�out.�A�tool�that�has�proven

useful�for�others�is�a�set�of�instructions�for�voting�proxies�on�issues�of
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concern�to�the�client.�The�Conference�needs�investment�advisors�who

have�shown�themselves�to�be�sympathetic,�skillful�and�successful�in

carrying�out�an�effective�investment�program�within�these�kinds�of

constraints.

3.�Prudence/Common�Sense

:�Our�work�with�investment�advisors�and�others�interested�in

corporate�responsibility�will�require�both�prudence�and�common

sense�in�carrying�out�these�policies.�The�basic�direction�is�set�by

Conference�policies.�The�strategies�employed�and�their�scale,�timing

and�pace�will�depend�on�the�considered�judgments�of�the�Committee

on�Budget�and�Finance,�USCCB�staff�and�advisors.

4.�Limitations

:�We�seek�to�implement�these�guidelines�without�new�investments�in

staff.�In�carrying�them�out,�they�may�need�to�be�phased�in�over�time.

It�will�be�necessary�to�focus�our�efforts�on�a�few�areas�at�a�time�rather

than�trying�to�implement�in�a�sweeping�way�a�comprehensive�set�of

policies.�Clearly,�this�task�will�require�additional�attention�from�the

Committee�on�Budget�and�Finance�and�its�related�staff,�as�well�as

other�Conference�staff�with�expertise�in�related�areas�(e.g.,�Doctrine,

Pro-Life,�Social�Development�and�World�Peace,�etc.).

6.�Summary
In�seeking�to�carry�out�these�continuing�principles�and�directions,�the�Conference

has�both�limitations�and�opportunities.�Its�corporate�responsibility�policies�need�to

reflect�both�the�financial�and�fiduciary�responsibilities�of�the�Conference,�and�the

mandate�to�apply�our�traditional�social�teaching�in�the�world�of�investments.�The

Conference�cannot�preach�to�others�what�it�does�not�practice�itself.�The

Committee�on�Budget�and�Finance�seeks�to�pursue�these�policies�in�good�faith,

recognizing�the�limitations�of�staff�and�other�committee�commitments.�The

Committee�seeks�to�pursue�these�policies�not�in�any�spirit�of�confrontation�or

conflict,�but�in�a�sincere�desire�to�work�for�a�more�just�society�and�more�peaceful

world�through�the�careful�stewardship�of�the�limited�resources�of�the�Conference.

In�this�modest,�but�hopefully�useful�effort,�the�Committee�on�Budget�and�Finance

seeks�both�to�protect�the�financial�resources�of�the�Conference�and�to�exercise�its

responsibilities�as�an�investor�to�advance�in�a�small�way�the�values�of�the�faith.

While�recognizing�the�complexity�and�challenge�of�this�exercise�of�faithful

stewardship,�the�Committee�is�convinced�that�the�Conference�cannot�fulfill�its

responsibilities�without�a�clear�commitment�to�socially�responsible�investing.

USCCB�Investment�Policies

Introduction

The�USCCB�investment�policies�cover�the�following�areas:�protecting�human�life;�promoting

human�dignity;�reducing�arms�production;�pursuing�economic�justice;�protecting�the�environment,

and�encouraging�corporate�responsibility.��
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�

Each�policy�recommendation�is�presented�according�to�the�following�format:��

1.�One�or�more�statements�of�Catholic�teaching�or�Conference�policy�on�the�topic

drawn�from�a�pastoral�letter�or�other�documents�adopted�by�the�bishops

2.� A�general�statement�of�policy�or�policies�to�guide�the�investment�activities�of�the

Conference

3.� In�certain�areas,�a�series�of�options�that�are�based�on�the�principles�as�noted

beginning�on�page�1

1.�Protecting�Human�Life
"�Life�in�time,�in�fact,�is�the�fundamental�condition,�the�initial�stage�and�an�integral

part�of�the�entire�unified�process�of�human�existence.�It�is�a�process�which,

unexpectedly�and�undeservedly,�is�enlightened�by�the�promise�and�renewed�by

the�gift�of�divine�life,�which�will�reach�its�full�realization�in�eternity�(cf.�1�Jn�3:1-2).

At�the�same�time,�it�is�precisely�this�supernatural�calling,�which�highlights�the

relative�character�of�each�individual's�earthly�life.�After�all,�life�on�earth�is�not�an

"ultimate"�but�a�"penultimate"�reality;�even�so,�it�remains�a�sacred�reality�entrusted

to�us,�to�be�preserved�with�a�sense�of�responsibility�and�brought�to�perfection�in

love�and�in�the�gift�of�ourselves�to�God�and�to�our�brothers�and�sisters."�(Pope

John�Paul�II,�The�Gospel�of�Life�(Evangelium�vitae),�no.�2;�1995.�"Human�life

is�sacred�because�from�its�beginning�it�involves�'the�creative�action�of�God',�and�it

remains�forever�in�a�special�relationship�with�the�Creator,�who�is�its�sole�end.�God

alone�is�the�Lord�of�life�from�its�beginning�until�its�end:�no�one�can,�in�any

circumstance,�claim�for�himself�the�right�to�destroy�directly�an�innocent�human

being."�(Congregation�for�the�Doctrine�of�the�Faith,�Donum�vitae,�no.�5�and

Pope�John�XXIII's�encyclical,�Mater�et�magistra)

1.�Abortion
"...we�proclaim�that�human�life�is�a�precious�gift�from�God;�that�each

person�who�receives�this�gift�has�responsibilities�toward�God,�self,

and�others;�and�that�society,�through�its�laws�and�social�institutions,

must�protect�and�nurture�human�life�at�every�stage�of�its�existence.

These�beliefs�flow�from�ordinary�reason�and�from�our�faith's�constant

witness�that�'life�must�be�protected�with�the�utmost�care�from�the

moment�of�conception'�(Pastoral�Constitution�on�the�Church�in

the�Modern�World,�no.�51)--a�teaching�that�has�been�a�constant

part�of�the�Christian�message�since�the�apostolic�age."�(U.S.

Catholic�Bishops,�Pastoral�Plan�for�Pro-Life�Activities:�A

Campaign�in�Support�of�Life,�pp�1-2,�November�2001.)�"At�this

particular�time,�abortion�has�become�the�fundamental�human�rights

issue�for�all�men�and�women�of�good�will.�The�duty�to�respect�life�in

all�its�stages�and�especially�in�the�womb�is�evident�when�one

appreciates�the�unborn�child's�membership�in�our�human�family,�and

the�grave�consequences�of�denying�moral�or�legal�status�to�any�class

of�human�beings�because�of�their�age�or�condition�of�dependency..."
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(Resolution�on�Abortion,�November�7,�1989)�Policy�In�view�of�the

nature�of�abortion,�the�investment�policy�of�the�USCCB�should�remain

as�it�is,�namely,�absolute�exclusion�of�investment�in�companies�whose

activities�include�direct�participation�in�or�support�of�abortion.�Direct

participation�in�abortion�may�include,�but�not�be�limited�to,�companies

involved�in�the�manufacture�of�abortifacients�and�publicly�held�health-

care�companies�that�perform�abortions�when�not�absolutely�required

by�federal�or�state�law.�Additional�Policy�Recommendation�The

Conference�will�consider�supporting�shareholder�resolutions�on

abortion-related�issues�when�deemed�appropriate.

2.�Contraceptives
"The�Church...teaches�that�each�and�every�marital�act�must�of

necessity�retain�its�intrinsic�relationship�to�the�procreation�of�human

life."�(Paul�VI,�Humanae�vitae,�n.11)�"In�contraceptive�intercourse

the�procreative�or�life-giving�meaning�of�intercourse�is�deliberately

separated�from�its�love-giving�meaning�and�rejected;�the�wrongness

of�such�an�act�lies�in�the�rejection�of�this�value."�(�To�Live�in�Christ

Jesus:�A�Pastoral�Reflection�on�the�Moral�Life,�NCCB,

November�11,�1976,�n.�46.)�Policy�In�view�of�the�Church's�clear

teaching�on�the�immorality�of�contraceptive�intercourse,�the�USCCB

will�not�invest�in�companies�that�manufacture�contraceptives�or�derive

a�significant�portion�of�its�revenues�from�the�sale�of�contraceptives,

even�if�they�do�not�manufacture�them.

3.�Embryonic�Stem�Cell/Human�Cloning
"No�objective,�even�though�noble�in�itself,�such�as�a�foreseeable

advantage�to�science,�to�other�human�beings�or�to�society,�can�in�any

way�justify�experimentation�on�living�human�embryos�or�fetuses,

whether�viable�or�not,�either�inside�or�outside�the�mother's�womb...To

use�human�embryos�or�fetuses�as�the�object�of�instrument�of

experimentation�constitutes�a�crime�against�their�dignity�as�human

beings�having�a�right�to�the�same�respect�that�is�due�to�the�child

already�born�and�to�every�human�person."�(Congregation�for�the

Doctrine�of�the�Faith,�Donum�vitae,�no.�4.)�"[The]�evaluation�of�the

morality�of�abortion�is�to�be�applied�also�to�the�recent�forms�of

intervention�on�human�embryos�which,�although�carried�out�for

purposes�legitimate�in�themselves,�inevitably�involve�the�killing�of

those�embryos.�This�is�the�case�with�experimentation�on�embryos..."

(Pope�John�Paul�II,�Evangelium�vitae,�no.�63.)�"...attempts�or

hypotheses�for�obtaining�a�human�being�without�any�connection�with

sexuality�through�'twin�fission,'�cloning�or�parthenogenesis�are�to�be

considered�contrary�to�the�moral�law,�since�they�are�in�opposition�to

the�dignity�both�of�human�procreation�and�of�the�conjugal�union."

(Sacred�Congregation�for�the�Doctrine�of�the�Faith,�Donum

vitae,�no.�6)�"It�is�immoral�to�produce�human�embryos�destined�to�be

exploited�as�disposable�'biological�material.'"�(Donum�vitae,�no.�5)

Policy�The�USCCB�will�not�invest�in�companies�that�engage�in

scientific�research�on�human�fetuses�or�embryos�that�(1)�results�in�the
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end�of�pre-natal�human�life;�(2)�makes�use�of�tissue�derived�from

abortions�or�other�life-ending�activities;�or�(3)�violates�the�dignity�of�a

developing�person.�Specific�activities�covered�by�the�policy�will

include:

1.� Embryonic�stem�cell�research�(ESCR);

2.� Fetal�tissue�research�or�stem�cell�research�derived�from

embryos;�and

3.�Human�cloning.

Because�this�field�of�research�is�dynamic,�new�forms�of�research,�or

products�and�services�derived�from�such�research,�will�be�evaluated

on�a�case-by-case�basis.

2.�Promoting�Human�Dignity

1.�Human�Rights
"Promotion�of�the�full�complement�of�human�rights�and�religious

liberty�has�been�and�remains�a�central�priority�for�our�conference...the

maintenance�of�peace�and�the�progress�of�authentic�democracy�in

the�world�will�require�enhancing�the�priority�in�US�foreign�policy�of

human�rights,�especially�of�the�poor,�women�and�vulnerable�children,

and�improving�international�arrangements�for�their�enforcement."

(The�Harvest�of�Justice�Sown�in�Peace,�1993)�"In�each�of�these

countries,�foreign�corporations-American,�European,�Asian,�and

others�reap�large�profits�from�diamonds�and�oil�while�too�often

demonstrating�little�concern�for�the�negative�impact�their�activities

may�have�on�peace�stability,�human�rights,�and�the�environment.�As

part�of�this�exchange�for�natural�resources,�individuals,�multinational

corporations,�and�foreign�governments�have�provided�arms�to�African

governments�and�non-governmental�entities�resulting�in�further

instability�and�deeper�human�suffering."�(�A�Call�to�Solidarity�with

Africa,�p.�17)�"Catholics�managing�U.S.�and�multinational

corporations�bear�a�special�responsibility�in�the�exercise�of�their

professional�obligations,�particularly�where�the�activities�of�their

corporations�might�exacerbate�conflict,�corruption,�human�rights

abuses,�and�environmental�degradation�in�Africa.�They�could�play�a

central�role�in�helping�to�promote�prosperous�and�just�economics�in

Africa."�(�A�Call�to�Solidarity�with�Africa,�p.�30)�Policy�USCCB�will

actively�promote�and�support�shareholder�resolutions�directed

towards�protecting�and�promoting�human�rights.�For�example,

USCCB�could�join�efforts�to�influence�corporations�that�are�engaged

in�extractive�industries�or�are�operating�in�countries�with�significant

human�rights�concerns.�Additional�Policy�Recommendations�USCCB

will�use�selected�shareholder�resolutions�and�other�means�to

encourage�companies�to�provide�sufficient�wages,�working�conditions

and�other�social�benefits�that�enable�their�employees�and�families�to

met�basic�human�needs.�USCCB�will�seek�means�to�encourage
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efforts�by�companies�to�promote�a�respect�for�fundamental�human

rights,�especially�in�those�countries�in�which�these�companies�operate

that�have�documented�practices�that�deny�or�violate�the�human�rights

of�their�citizens.

2.�Racial�Discrimination
"Discrimination�based�on�the�accidental�fact�of�race�or�color,�and�as

such�injurious�to�human�rights�regardless�of�personal�qualities�or

achievements,�cannot�be�reconciled�with�the�truth�that�God�has

created�all�men�with�equal�rights�and�equal�dignity."�(Discrimination

and�Christian�Conscience,�n.�11.)�"Racism�is�a�sin:�a�sin�that

divides�the�human�family,�blots�out�the�image�of�God�among�specific

members�of�that�family,�and�violates�the�fundamental�human�dignity

of�those�called�to�be�children�of�the�same�Father."�(Brothers�and

Sisters�To�Us,�n.�9.)�"Discrimination�in�job�opportunities�or�income

levels�on�the�basis�of�race,�sex,�or�other�arbitrary�standards�can

never�be�justified."�(Economic�Justice�For�All,�n.�73.)�Policy

USCCB�will�divest�from�those�companies�whose�policies�are�found�to

be�discriminatory�against�people�of�varied�ethnic�and�racial

backgrounds�that�have�been�historically�disadvantaged..�Additional

Policy�Recommendations�USCCB�will�actively�promote�and�support

shareholder�resolutions�directed�towards�equal�opportunities�for

minorities.�USCCB�as�a�shareholder�will�actively�work�for�the

inclusion�of�minorities�on�corporate�boards.

3.�Gender�Discrimination
"Since�women�are�becoming�ever�more�conscious�of�their�human

dignity,�they�will�not�tolerate�being�treated�as�mere�material

instruments,�but�demand�rights�befitting�a�human�person�both�in

domestic�and�public�life."�(Pope�John�XXIII,�Pacem�in�terris,�n.�41)

"Forms�of�social�or�cultural�discrimination�in�basic�personal�rights�on

the�grounds�of�sex,�race,�color,�social�conditions,�language�or�religion

must�be�curbed�and�eradicated�as�incompatible�with�God's�design."�(

Gaudium�et�spes,�n.�29.)�"We�also�urge�that�women�should�have

their�own�share�of�responsibility�and�participation�in�the�community

life�of�society�and�likewise�of�the�Church."�(1971�Synod�of�Bishops,

Justice�in�the�World,�III/4.)�"The�concrete�and�historical�situation�of

women...is�weighed�down�by�the�inheritance�of�sin�.�.�.�.�This

inheritance�is�expressed�in�habitual�discrimination�against�women�in

favor�of�men."�(�Mulieris�Dignitatem,�n.�14)�"Vigorous�action�should

be�undertaken�to�remove�barriers�to�full�and�equal�employment�for

women"�(�Economic�Justice�for�All,�n.�199.)�Policy�The�USCCB

will�divest�from�those�companies�whose�policies�are�found�to�be

discriminatory�against�women.�Additional�Policy�Recommendations

The�USCCB�will�direct�its�investment�advisors�to�invest�in�companies

that�actively�promote�corporate�policies�on�equal�pay�and�promotion

opportunities�for�women,�and�accommodation�of�legitimate�family

needs.�The�USCCB�will�exercise�its�responsibility�as�shareholder�to

promote�the�active�participation�of�women�in�the�life�of�the�company,
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particularly�in�terms�of�policy�and�decision-making,�and�inclusion�in

corporate�leadership�positions.

4.�Access�to�Pharmaceuticals�(e.g.�HIV/AIDS)
"Most�[Africans]�lack�access�to�health�services�or�safe�drinking�water.

Malaria,�tuberculosis,�HIV/AIDS,�and�other�communicable�diseases

threaten�to�wipe�out�as�much�as�one-quarter�of�the�populations�of

some�African�countries�over�the�next�twenty�years."�(�A�Call�to

Solidarity�with�Africa,�p.�13)�We�also�urge�the�international

community�and�major�pharmaceutical�companies�to�respond�more

effectively�to�the�needs�of�AIDS�patients�in�poor�countries�"so�that

these�men�and�women,�tired�in�body�and�soul,�may�have�access�to

the�medicines�they�need."�(�A�Call�to�Solidarity�with�Africa,�p.�21)

Policy�USCCB�will�encourage�companies�to�undertake�or�participate

in�programs�designed�to�make�life-sustaining�drugs�available�to�those

in�low-income�communities�and�countries�at�reduced,�affordable

prices,�consistent�with�our�Catholic�values.�Additional�Policy

Recommendations�USCCB�will�actively�encourage�and�support

shareholder�resolutions�directed�towards�making�life-sustaining�drugs

more�available�and�affordable�to�low-income�communities�and

nations.

5.�Curbing�Pornography
"Pornography�itself,�which�denies�the�dignity�which�God�gives�each

human�being.�This�kind�of�'entertainment'...blocks�the�moral�and

emotional�development�of�those�who�are�lured�into�its�use...At�this

level�we�are�dealing�with�what�is�usually�referred�to�in�legal�terms�as

obscenity�and�indecency."�"�Soft-core�pornography�(sometimes

described�as�erotic�rather�than�obscene)�which�is�readily�available�in

several�forms.�Some�R-rated�movies�[which]�are�only�marginally�less

offensive�than�X-rated�films."�"Material�which,�while�not�usually

identified�as�either�hard�core�or�soft�core,�is�disturbing�because�it

seems�to�pervasively�present,�offering�portrayals�of�sex�in�a�frivolous

and�titillating�manner."�(�Renewing�the�Mind�of�the�Media,�pg.�109)

Policy�The�USCCB�will�not�invest�in�a�company�whose�purpose�is�to

appeal�to�a�prurient�interest�in�sex�or�to�incite�sexual�excitement.��In

addition,�we�will�take�every�means�to�avoid�participation�in

investments�related�to�the�same.�Additional�Policy�Recommendation

The�USCCB�will�promote�and�support�initiatives,�including�in�some

cases,�shareholder�resolutions,�to�promote�responsible�and�family-

oriented�program�content�development�by�media�companies.

3.�Reducing�Arms�Production

1.�Production�and�Sale�of�Weapons
"While�extravagant�sums�are�being�spent�for�the�furnishing�of�ever

new�weapons,�an�adequate�remedy�cannot�be�provided�for�the

multiple�miseries�afflicting�the�whole�modern�world.�Disagreements

between�nations�are�not�really�and�radically�healed.�On�the�contrary,
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other�parts�of�the�world�are�infected�with�them�.�.�.�.�Therefore,�it�must

be�said�again:�The�arms�race�is�an�utterly�treacherous�trap�for

humanity,�and�one�which�injures�the�poor�to�an�intolerable�degree."�(

Gaudium�et�Spes,�n.�81)�"The�serious�distortion�of�national

economic�priorities�produced�by�massive�national�spending�on

defense�must�be�remedied.�Clear-sighted�consideration�of�the�role�of

government�and�the�economy�shows�that�the�government�and�the

economy�are�already�closely�intertwined�through�military�research

and�defense�contracts.�Defense-related�industries�make�up�a�major

part�of�the�U.S.�economy�and�have�intimate�links�with�both�the�military

and�civilian�government;�they�often�depart�from�the�competitive�model

of�free-market�capitalism.�Moreover,�the�dedication�of�so�much�of�the

national�budget�to�military�purposes�has�been�disastrous�for�the�poor

and�vulnerable�members�of�our�own�and�other�nations.�The�nation's

spending�priorities�need�to�be�revised�in�the�interests�of�both�justice

and�peace."�(�Economic�Justice�for�All,�n.�320)�"We�do�not

perceive�any�situation�in�which�the�deliberate�initiation�of�nuclear

warfare�on�however�restricted�a�scale�can�be�morally�justified."�(�The

Challenge�of�Peace,�n.�150)�Policy�The�Conference,�through�its

investments�as�well�as�its�advocacy,�seeks�to�discourage�any�nuclear

and�conventional�arms�race�and�to�limit�the�distortions�in�the�U.S.�and

global�economy�resulting�from�disproportionate�military�spending.�The

Conference�will,�therefore,�avoid�investment�in�firms�primarily

engaged�in�military�weapons�production�or�the�development�of

weapons�inconsistent�with�Catholic�teaching�on�war�(e.g.,�biological

and�chemical�weapons,�arms�designed�or�regarded�as�first-strike

nuclear�weapons,�indiscriminate�weapons�of�mass�destruction,�etc.)

Additional�Policy�Recommendation�The�Conference�will�support

shareholder�actions�to�limit�weapons�production,�to�limit�foreign�sales

of�weapons�and�to�convert�corporate�capacity�to�non-military�uses.

2.�Antipersonnel�Landmines
"Government�controls�do�not�absolve�those�involved�in�the�arms

industry�of�moral�responsibility�for�their�decisions�to�sell�arms.�They

have�a�moral�obligation�not�only�to�ensure�compliance�with�export

controls,�but�also�to�avoid�sales�that�will�probably�be�used�for

illegitimate�purposes�or�that�will�threaten�stability�and�peace."�We

would�like�to�add�our�voice�to�the�appeals�of�Pope�John�Paul�II�and

the�growing�movement�to�control�and�eventually�ban�antipersonnel

landmines.�The�Holy�Father�has�issued�"a�vigorous�appeal�for�the

definitive�cessation�of�the�manufacture�and�use�of�those�arms�called

'anti-personnel'..."�(Sowing�the�Weapons�of�War)�Policy�USCCB

will�not�invest�in�companies�that�are�directly�involved�in�the

manufacture,�sale,�or�use�of�anti-personnel�landmines.

4.�Pursuing�Economic�Justice

1.�Labor�Standards/Sweatshops
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"If�the�dignity�of�work�is�to�be�protected,�then�the�basic�rights�of

workers�must�be�respected--the�right�to�productive�work,�to�decent

and�fair�wages,�to�organize�and�join�unions,�to�private�property�and�to

economic�initiative."�(�Sharing�Catholic�Social�Teaching,�p.�5)

"The�attainment�of�the�worker's�rights�cannot�however�be�doomed�to

be�merely�a�result�of�economic�systems�which�on�a�larger�or�smaller

scale�are�guided�chiefly�by�the�criterion�of�maximum�profit.�On�the

contrary,�it�is�respect�for�the�objective�rights�of�the�worker--every�kind

of�worker:�manual,�or�intellectual,�industrial�or�agricultural,�etc.--that

must�constitute�the�adequate�and�fundamental�criterion�for�shaping

the�whole�economy,�both�on�the�level�of�the�individual�society�and

state�and�within�the�whole�of�the�world�economic�polity�and�of�the

systems�of�international�relationships�that�derive�from�it."�(�Laborem

Exercens,�#17)�Policy�USCCB�will�actively�promote�and�support

shareholder�resolutions�directed�towards�avoiding�the�use�of

sweatshops�in�the�manufacture�of�goods.�Additional�Policy

Recommendations�USCCB�will�promote�and�support�shareholder

resolutions�to�promote�generous�wage�and�benefit�policies�and

adequate�worker�safety�guidelines.

2.�Affordable�Housing�/�Banking
"We�are�particularly�concerned�about�the�abundant�evidence�of

'redlining'�or�disinvestment.�.�.�.�Where�it�exists�it�must�be�condemned;

discrimination�based�on�geography�is�as�destructive�as�other�forms�of

discrimination.�We�must�insure�fair�and�equal�access�to�available

credit.�We�urge�banks�and�savings�and�loan�associations�to�meet

their�responsibilities�in�central�city�areas.�We�recommend�financial

institutions�which�have�chosen�to�intensify�programs�of�investment�in

these�neighborhoods.�.�.�.�We�also�urge�individual�depositors�and

those�responsible�for�Church�funds�to�encourage�a�responsible�and

sensitive�lending�policy�on�the�part�of�the�financial�institutions�which

they�patronize."�(�The�Right�to�a�Decent�Home:�A�Pastoral

Response�to�the�Crisis�in�Housing,�November�20,�1975,�n.�32.)

Policy�The�Conference�will�not�deposit�funds�in�a�financial�institution

that�receives�less�than�a�"satisfactory"�rating�from�federal�regulatory

agencies�under�the�Community�Reinvestment�Act.�Additional�Policy

Recommendations�The�Conference,�through�private�correspondence

and�appropriate�shareholder�action,�will�encourage�the�financial

institutions�where�it�deposits�its�resources�to�undertake�programs�and

implement�policies�to�secure�an�"outstanding"�rating�under�the�act.

The�Conference�will�communicate,�where�appropriate,�to�its�financial

institutions�our�support�for�their�positive�performance�under�the

Community�Reinvestment�Act.

5.�Protecting�the�Environment
"Our�tradition�calls�us�to�protect�the�life�and�dignity�of�the�human�person,�and�it�is

increasingly�clear�that�this�task�cannot�be�separated�from�the�care�and�defense�of

all�creation...We�must�seek�a�society�where�economic�life�and�environmental

Case 3:13-cv-02941-MAS-TJB   Document 200-3   Filed 09/07/18   Page 156 of 246 PageID:
 4506



9/6/2018 Socially�Responsible�Investment�Guidelines

http://www.usccb.org/about/financial-reporting/socially-responsible-investment-guidelines.cfm 14/14

commitment�work�together�to�protect�and�to�enhance�life�on�this�planet."�"The

ecological�problem�is�intimately�connected�to�justice�for�the�poor...the�poor�suffer

most�directly�from�environmental�decline..."�"Environmental�progress�cannot�come

at�the�expense�of�workers�and�their�rights."�"We�ask�business�leaders�and

representatives�of�workers�to�make�the�protection�of�our�common�environment�a

central�concern�in�their�activities�and�to�collaborate�for�the�common�good�and�the

protection�of�the�earth."�(�Renewing�the�Earth,�1991)�Policy�USCCB�investment

policy�will�actively�promote�and�support�shareholder�resolutions�which�encourage

corporations�to�act�"to�preserve�the�planet's�ecological�heritage,�addressing�the

rampant�poverty�in�the�poorest�nations,�redirecting�development�in�terms�of�quality

rather�than�quantity�in�the�industrial�world,�[and]�creating�environmentally�sensitive

technologies."�(�Renewing�the�Earth,�1991)�Additional�Policy�Recommendations

USCCB�investment�policy�will�encourage�policies�and�business�that�"undertake

reasonable�and�effective�initiatives�for�energy�conservation�and�the�development

of�alternate�renewable�and�clean�energy�resources...[and�offering]�incentives�to

corporations�to�reduce�greenhouse�gas�emissions�and�assistance�to�workers

affected�by�those�policies."�(�Global�Climate�Change,�2001)

6.�Encouraging�Corporate�Responsibility
"The�private�sector�must�be�not�only�an�engine�of�growth�and�productivity,�but�also

a�reflection�of�our�values�and�priorities,�a�contributor�to�the�common�good.

Examples�of�greed�and�misconduct�must�be�replaced�with�models�of�corporate

responsibility."�(�A�Place�at�the�Table,�2002)�"Ethical�responsibility�is�not�just

avoiding�evil,�but�doing�right,�especially�for�the�weak�and�vulnerable.�Decisions

about�the�use�of�capital�have�moral�implications:�Are�companies�creating�and

preserving�quality�jobs�at�living�wages?�Are�they�building�up�community�through

the�goods�and�services�they�provide?�Do�policies�and�decisions�reflect�respect�for

human�life�and�dignity,�promote�peace,�and�preserve�God's�creation?�While

economic�returns�are�important,�they�should�not�take�precedence�over�the�rights

of�workers�or�protection�of�the�environment."�(�Everyday�Christianity,�p.�6)

Policy�USCCB�will�encourage�companies�to�report�on�social,�environmental,�as

well�as�financial�performance.�Additional�Policy�Recommendations�USCCB�will

actively�promote�and�support�shareholder�resolutions�directed�towards�adoption�of

corporate�social�responsibility�guidelines�within�companies.

�

©2018�United�States�Conference�of�Catholic�Bishops
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1

Report of Independent Auditors 

The Board of Governors 
Saint Peter’s Healthcare System, Inc. 

We have audited the accompanying consolidated financial statements of Saint Peter’s Healthcare 
System, Inc., which comprise the consolidated balance sheets as of December 31, 2017 and 2016, 
and the related consolidated statements of operations and changes in net assets and cash flows for 
the years then ended, and the related notes to the consolidated financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in conformity with U.S. generally accepted accounting principles; this includes the design, 
implementation and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free of material misstatement, whether due to fraud or 
error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
did not audit the financial statements of Risk Assurance Company of Saint Peter’s University 
Hospital (RAC), a wholly-owned subsidiary, which statements reflect total assets of $24,259,000 
and $27,334,000 as of December 31, 2017 and 2016, respectively. Those statements were audited 
by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the 
amounts included for RAC, is based solely on the report of the other auditors. We conducted our 
audits in accordance with auditing standards generally accepted in the United States. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our opinion, based on our audits and the report of the other auditors, the financial statements 
referred to above present fairly, in all material respects, the consolidated financial position of Saint 
Peter’s Healthcare System, Inc. at December 31, 2017 and 2016, and the consolidated results of 
its operations and changes in net assets and its cash flows for the years then ended in conformity 
with U.S. generally accepted accounting principles. 

Supplementary Information 

Our audits were conducted for the purpose of forming an opinion on the consolidated financial 
statements as a whole. The accompanying consolidating balance sheet and consolidating statement 
of operations and changes in net assets as of and for the year ended December 31, 2017, are 
presented for purposes of additional analysis and are not a required part of the consolidated 
financial statements. Such information is the responsibility of management and was derived from 
and relates directly to the underlying accounting and other records used to prepare the consolidated 
financial statements. The information has been subjected to the auditing procedures applied in the 
audits of the consolidated financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the consolidated financial statements or to the consolidated financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States. In our opinion, based on our audits and the report of other 
auditors, the information is fairly stated in all material respects in relation to the consolidated 
financial statements as a whole. 

EY�
May 11, 2018 
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Saint Peter’s Healthcare System, Inc. 

Consolidated Balance Sheets 
(In Thousands) 

December 31 

2017 2016 

Assets 

Current assets:   
Cash and cash equivalents $ 15,824 $ 20,737 
Patient accounts receivable, less allowance for doubtful accounts 

of $23,887 and $22,734 in 2017 and 2016, respectively 54,759 61,281 
Assets whose use is limited, current portion 101,949 99,301 
Supplies 6,060 4,701 
Estimated third-party payor settlements, current portion 1,150 1,608 
Other current assets 14,024 17,316 

Total current assets 193,766 204,944 

Assets whose use is limited, less current portion 37,485 40,599 
Property, plant, equipment, and construction, net 200,151 193,236 
Estimated third-party payor settlements, less current portion 44 640 
Investments in joint ventures and other assets 5,708 7,205 

$ 437,154 $ 446,624 

Liabilities and net assets

Current liabilities: 
Current portion of long-term debt and lines of credit $ 18,292 $ 10,186 
Accounts payable 30,295 27,724 
Accrued expenses and other liabilities 37,347 36,208 
Accrued interest 4,183 4,314 
Estimated third-party payor settlements, current portion 2,778 4,268 

Total current liabilities 92,895 82,700 

Long-term debt, less current portion 148,382 154,475 
Estimated third-party payor settlements, less current portion 2,251 1,734 
Accrued pension liability 135,449 134,637 
Other liabilities 22,845 23,439 

Total liabilities 401,822 396,985 

Commitments and contingencies 

Net assets: 
Unrestricted 27,760 39,777 
Temporarily restricted 7,222 9,512 
Permanently restricted 350 350 

Total net assets 35,332 49,639 

$ 437,154 $ 446,624 

See accompanying notes. 

Case 3:13-cv-02941-MAS-TJB   Document 200-3   Filed 09/07/18   Page 170 of 246 PageID:
 4520



4

Saint Peter’s Healthcare System, Inc. 

Consolidated Statements of Operations and Changes in Net Assets 
(In Thousands) 

Year Ended December 31 

2017 2016 

Revenue, gains, and other support:   
Net patient service revenue $ 460,101 $ 466,727 
Provision for bad debts (15,327) (16,385)

Net patient service revenue less provision for bad debts 444,774 450,342 
Other operating revenue 30,627 30,244 
Net assets released from restriction 3,165 2,499 

Total revenue, gains, and other support 478,566 483,085 

Expenses: 
Salaries and wages 233,883 221,729 
Resident and physician fees 16,451 16,222 
Employee benefits 53,791 61,121 
Supplies and other 148,652 144,929 
Interest 9,627 9,782 
Depreciation and amortization 22,438 24,219 

Total expenses 484,842 478,002 

(Loss) income from operations (6,276) 5,083 

Severance costs (5,377) – 
Abandonment of equipment (6,981) – 
Information technology settlement 7,300 – 
Equity in net earnings of joint ventures 1,061 913 
Pharmacy school pledge – 881 

(Deficiency) excess of revenue over expenses (10,273) 6,877 

Net change in unrealized gains and losses on investments 3,263 2,467 
Change in pension liability to be recognized in future periods (10,602) (2,132)
Donated equipment and other 6,201 1,776 

(Decrease) increase in unrestricted net assets before  
discontinued operations (11,411) 8,988 

(Loss) gain discontinued skilled nursing facility (606) 11,393 

(Decrease) increase in unrestricted net assets (12,017) 20,381 

Continued on next page. 
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Consolidated Statements of Operations and Changes in Net Assets (continued) 
(In Thousands) 

5

Year Ended December 31 

2017 2016 

(Decrease) increase in unrestricted net assets $ (12,017) $ 20,381 

Temporarily restricted: 
Restricted gifts and contributions 875 4,453 
Net assets released from restriction  (3,165) (2,499)

(Decrease) increase in temporarily restricted net assets (2,290) 1,954 

(Decrease) increase in net assets (14,307) 22,335 
Net assets at beginning of year 49,639 27,304 

Net assets at end of year $ 35,332 $ 49,639 

See accompanying notes. 
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Saint Peter’s Healthcare System, Inc. 

Consolidated Statements of Cash Flows 
(In Thousands) 

Year Ended December 31 

2017 2016 

Operating activities 

(Decrease) increase in net assets $ (14,307) $ 22,335 
Adjustments to reconcile (decrease) increase in net assets to net 

cash provided by operating activities: 
Depreciation and amortization 22,438 24,219 
Net change in unrealized gains and losses on investments  (3,263) (2,467)
Equity in net earnings of joint ventures (1,061) (913)
Donated equipment (6,201) (1,776)
Gain on disposal of discontinued skilled nursing facility (1,200) (11,710)
Changes in operating assets and liabilities: 

Patient accounts receivable, net 6,522 (3,853)
Supplies and other assets 3,410 (3,178)
Accounts payable, accrued expenses, and other liabilities 2,985 4,337 
Estimated third-party payor settlements, net 81 1,112 
Accrued pension liability 812 (5,309)

Net cash provided by operating activities 10,216 22,797 

Investing activities  

Cash received from joint ventures 1,081 937 
Net sales (purchases) of assets whose use is limited 3,729 (641)
Purchases of property, plant, equipment, and construction, net (22,867) (21,135)
Proceeds from disposal of discontinued skilled nursing facility, 

excluding amount held in escrow 1,200 10,800 

Net cash used in investing activities (16,857) (10,039)

Financing activities  

Draws on line of credit 9,225 – 
Repayments of line of credit (1,550) – 
Proceeds from issuance of long-term debt 4,778 1,281 
Payments on long-term debt and capital lease obligations (10,725) (8,617)

Net cash provided by (used in) financing activities 1,728 (7,336)

Net (decrease) increase in cash and cash equivalents (4,913) 5,422 
Cash and cash equivalents, beginning of year 20,737 15,315 

Cash and cash equivalents, end of year $ 15,824 $ 20,737 

Supplemental disclosure of non-cash investing and financing 

activities and cash flow information  

Assets deposited in escrow related to disposal $ – $ 1,200 

Assets acquired under capitalized lease obligations $ 58 $ – 

Cash paid for interest, net of amounts capitalized $ 9,758 $ 9,909 

See accompanying notes. 
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Saint Peter’s Healthcare System, Inc. 

Notes to Consolidated Financial Statements 
(Dollars in Thousands) 

December 31, 2017 

1. Organization and Summary of Significant Accounting Policies 

Organization 

Saint Peter’s Healthcare System, Inc. (the System) is a nonprofit corporation. The Diocese of 
Metuchen of the State of New Jersey (the Diocese) is the sponsor of the System and, as provided 
in the System’s bylaws, certain powers are reserved to the Bishop of the Diocese. The System’s 
consolidated financial statements include the following entities: Saint Peter’s University Hospital 
(the Hospital), an acute care 478 licensed bed teaching hospital located in New Brunswick, New 
Jersey; Saint Peter’s Health & Management Services Corporation (Management Services); Saint 
Peter’s Foundation (the Foundation); Margaret McLaughlin McCarrick Care Center (the Care 
Center); Saint Peter’s Properties Corporation (Properties); Risk Assurance Company of Saint 
Peter’s University Hospital (RAC); Saint Peter’s Solar Energy Solutions, Inc. (Solar Energy 
Solutions); Sports Physical Therapy Institute of New Brunswick, Inc. (Sports Physical Therapy); 
Saint Peter’s Faculty Foundation PC (SPFF); Gianna Physician Practice of New York, P.C. 
(Gianna NY PC); Saint Peter’s Healthcare System Physician Associates, P.C. (Physician 
Associates PC); The National Gianna Center for Women’s Health and Fertility, Inc. (National 
Gianna); Saint Peter’s Advanced Care, P.C. (Advanced Care); Saint Peter’s Specialty Physicians, 
P.C. (Specialty Physicians); and Park Avenue Collections Corporation (Park Avenue) (Park 
Avenue had no operations during 2017 or 2016). SPFF and Sports Physical Therapy were 
dissolved in 2016. 

All intercompany balances and transactions have been eliminated in consolidation. Although these 
entities have been consolidated for financial statement reporting purposes, there may be limitations 
on the use of an entity’s funds by another member of the group resulting from the charitable nature 
of some of the entities or other factors. 

On February 1, 2016, the System sold certain assets and the operations of the Care Center to an 
unrelated entity for approximately $12,000. Activities pertaining to the Care Center are reported 
within discontinued operations. 

Other unconsolidated entities, for which the System records its interest or investment, include 
CARES Surgicenter, LLC (CARES); New Brunswick Cardiac Cath Lab, LLC (Cardiac Cath); 
New Brunswick CK Leasing, LLC (Cyber Knife joint venture); New Brunswick Affiliated 
Hospitals (NBAH), and Sovereign Oncology of New Brunswick, LLC (a radiation oncology joint 
venture). On April 6, 2016, the System signed an agreement for approximately $1,000 to obtain a 
10% ownership and voting interest in Holy Redeemer Healthcare System’s New Jersey (Holy  
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Notes to Consolidated Financial Statements (continued) 
(Dollars in Thousands) 

8

1. Organization and Summary of Significant Accounting Policies (continued) 

Redeemer) homecare operation. The System accounts for its investments in CARES, Cardiac Cath, 
and the radiation oncology joint ventures on the equity method of accounting (see Note 5), because 
the System does not control the operations of the investees. The System accounts for its 
investments in Cyber Knife, Holy Redeemer and NBAH on the cost basis of accounting. The 
investment in NBAH is fully reserved. 

Significant Accounting Policy 

A summary of the significant accounting policies follows: 

Use of Estimates: The preparation of financial statements in conformity with U.S. generally 
accepted accounting principles requires management to make estimates and assumptions that 
affect the amounts reported in the financial statements and accompanying notes, such as 
estimated uncollectibles for accounts receivable for services to patients, estimated settlements 
with third-party payors, medical malpractice insurance liabilities and pension benefit 
liabilities, and disclosures of contingent assets and liabilities at the date of the financial 
statements. Estimates also affect the amounts of revenue and expenses reported during the 
period. There is at least a reasonable possibility that certain estimates will change by material 
amounts in the near term. Actual results could differ from those estimates and assumptions. 

Cash and Cash Equivalents: The System considers all highly liquid investments with a 
maturity of three months or less at date of purchase, other than amounts held in the assets 
whose use is limited investment portfolio, to be cash equivalents. The carrying amount of cash 
and cash equivalents reported on the consolidated balance sheets approximates fair value. The 
System does not hold any money market funds with significant liquidity restrictions that would 
be required to be excluded from cash equivalents. 

Receivables for Patient Care: Patient accounts receivable for which the System receives 
payment under cost reimbursement, prospective payment formulae, or negotiated rates, which 
cover the majority of patient services, are stated at the estimated net amounts receivable from 
payors, which are generally less than the established billing rates of the System. 
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1. Organization and Summary of Significant Accounting Policies (continued) 

The amount of the allowance for doubtful accounts is based on management’s assessment of 
historical and expected collections, business economic conditions, trends in health care 
coverage, and other collection indicators. Additions to the allowance for doubtful accounts 
result from the provision for bad debts. Accounts written off as uncollectible are deducted from 
the allowance for doubtful accounts. 

Assets Whose Use is Limited: Assets whose use is limited represent assets whose use is 
restricted for specific purposes through internal designation, by donors or under terms of bond 
indenture agreements or trust agreements, as well as investments held by RAC (see Note 4). 
Assets whose use is limited investments consist of marketable securities and alternative 
investments. Marketable securities are recorded at fair value as determined by reference to 
quoted market prices. Alternative investments consist of interests in funds of funds investments 
structured as limited partnerships and commingled funds. Alternative investment interests are 
reported based upon net asset values derived from the application of the equity method of 
accounting. Board designated assets are available for current use subject to approval by the 
System’s Board. 

All assets whose use is limited investments are classified as other than trading securities. 
Unrealized gains and losses on assets whose use is limited, except for those unrealized losses 
which are deemed to be other than temporary impairments, are excluded from the (deficiency) 
excess of revenue over expenses on the accompanying consolidated statements of operations 
and changes in net assets. Investment income and realized gains and losses on unrestricted net 
assets are recorded as other operating revenue. Investment income derived from temporarily 
restricted investments is also recorded as other operating revenue unless the income or gain or 
loss is restricted by donor or law. 

Supplies: Supplies are carried at the lower of cost or net realizable value determined using the 
first-in, first-out method, or market method. Supplies are used in the provision of patient care 
and are not held for sale. 

Deferred Financing Costs: Deferred financing costs were incurred to obtain financing for 
various construction and renovation projects. Amortization of these costs is provided on the 
effective interest method extending over the remaining term of the applicable indebtedness. 

Case 3:13-cv-02941-MAS-TJB   Document 200-3   Filed 09/07/18   Page 176 of 246 PageID:
 4526



Saint Peter’s Healthcare System, Inc. 

Notes to Consolidated Financial Statements (continued) 
(Dollars in Thousands) 

10

1. Organization and Summary of Significant Accounting Policies (continued) 

Property, Plant, Equipment, and Construction: Property, plant, equipment, and construction 
that were purchased by the System are carried at cost. Assets acquired under capitalized leases 
are recorded at the present value of the lease payments at the inception of the lease. Donated 
assets are recorded at fair market value at the date of donation. Annual provisions for 
depreciation and amortization of property, plant, and equipment are computed using the 
straight-line method over the lesser of the estimated useful lives of the assets or the term of the 
related lease for equipment held under capital lease obligations. 

Impairment of Long-Lived Assets and Long-Lived Assets to Be Disposed of: The System 
reviews long-lived assets for impairment whenever events or changes in circumstances indicate 
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held 
and used is measured by a comparison of the carrying amount of an asset to future net cash 
flows expected to be generated by the asset. If the carrying amount of an asset exceeds its 
estimated future cash flows, an impairment charge is recognized in the amount by which the 
carrying amount of the asset exceeds the fair value of the asset. Assets to be disposed of are 
reported at the lower of the carrying amount or fair value less costs to sell. 

Classification of Net Assets: The System separately accounts for and reports donor-restricted 
and unrestricted net assets. Unrestricted net assets are not externally restricted for identified 
purposes by donors or grantors. Resources arising from the results of operations or assets set 
aside by the System’s Board are not considered to be donor restricted. Temporarily restricted 
net assets are those whose use is temporarily limited by the donor. 

Permanently restricted net assets have been restricted by donors to be maintained in perpetuity. 
The System follows the requirements of the Uniform Prudent Management of Institutional 
Funds Act (UPMIFA) as it relates to its permanently restricted contributions and net assets, as 
enacted by the State of New Jersey in 2009. The System annually expends the income 
distributed from the related assets according to donor stipulations. 

Net Patient Service Revenue: Net patient service revenue is reported at the estimated net 
realizable amounts from patients, third-party payors, and others for services rendered and 
includes estimated retroactive adjustments due to ongoing and future audits, reviews, and 
investigations. Retroactive adjustments are considered in the recognition of revenue on an 
estimated basis in the period the related services are rendered, and such amounts are adjusted 
in future periods as adjustments become known or as years are no longer subject to such audits, 
reviews, and investigations (see Note 3). 
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(Deficiency) Excess of Revenue Over Expenses: The consolidated statements of operations and 
changes in net assets include (deficiency) excess of revenue over expenses as the performance 
indicator. Changes in unrestricted net assets which are excluded from the (deficiency) excess 
of revenue over expenses include the net change in unrealized gains and losses on investments, 
unless the unrealized losses are deemed to be other than temporary, donated equipment and 
other, the change in pension liability to be recognized in future periods, and the (loss) gain 
from discontinued operations. Transactions deemed by management to be ongoing, major, or 
central to the provision of health care services are reported within (loss) income from 
operations. 

Discontinued Operations: During November 2015, the Board of Governors, with no 
disapproval from the Vatican, approved the sale of the Care Center to an unrelated entity. The 
sale was approved by the New Jersey Attorney General in December 2015 and finalized on 
February 1, 2016. Proceeds from the sale were received in 2016 for approximately $12,000 
less approximately $1,200 held temporarily as an escrow reserve. The escrow was released in 
July 2017. This transaction met the criteria to be reported as a discontinued operation initially 
in 2016. A gain on sale of approximately $11,700 is reported in discontinued operations in 
2016. A loss on sale of approximately $564 is reported within discontinued operations in 2017. 
The System reported the loss from the operations of the discontinued skilled nursing facility 
of $42 and $317 for the years ended December 31, 2017 and 2016, respectively, on the 
accompanying consolidated statements of operations and changes in net assets, consisting of 
operating expenses in 2017 and 2016, net of operating revenue of $649 in 2016. 

Income Taxes: The System parent entity, the Hospital, the Care Center, Management Services, 
the Foundation, and National Gianna are not-for-profit corporations as described in Section 
501(c)(3) of the Internal Revenue Code (the Code) and are exempt from federal income taxes 
on related income pursuant to Section 501(a) of the Code. Properties is a not-for-profit 
corporation as described in Section 501(c)(2) of the Code and is also exempt from federal 
income taxes pursuant to Section 501(a) of the Code. These entities are also exempt from state 
and local taxes. RAC is not subject to taxes on income or gains under the Cayman Islands tax 
concessions law. 
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Solar Energy Solutions, Gianna NY PC, Physician Associates PC, Advanced Care, Specialty 
Physicians, and Park Avenue are for-profit entities and, as such, are subject to federal, state, 
and local income taxes. Gianna NY PC and Physician Associates PC are in the process of filing 
for tax exemption. The provision for income taxes is not material to the System’s consolidated 
results of operations and is included in supplies and other expenses on the consolidated 
statements of operations and changes in net assets. Solar Energy Solutions, Advance Care, and 
Specialty Physicians had federal and state net operating loss carryforwards of approximately 
$29,000 and $22,000 at December 31, 2017 and 2016, respectively, which begin to expire in 
2023 for federal purposes and 2018 for state purposes. 

As a result of the recent federal income tax reform enacted into law under the Tax Cuts and 
Jobs Act of 2017, certain provisions will impact tax-exempt organizations, including revisions 
to taxes on unrelated business activities, excise taxes on compensation of certain employees, 
and various other provisions, as well as taxable entities. The regulations necessary to 
implement the law are expected to be promulgated throughout 2018 and the ultimate outcome 
of these regulations and the impact to the System cannot be determined presently. 

Related-Party Transactions: The entities comprising the System provide various inter-entity 
services to their affiliated entities and the System parent company. The services consist of 
certain financial planning, information systems and telecommunications, general accounting, 
and other services. Charges for such services are based on the approximate cost to provide the 
services and are allocated between the entities based on an agreed-upon method which reflects 
the approximate level of usage by each entity. Such inter-entity charges and all intercompany 
balances between the entities comprising the System eliminate in consolidation. 

At December 31, 2014, the System had an unsecured loan with a related party which totaled 
approximately $446. This loan was replaced with a substitute note effective January 1, 2015, 
which allowed for a loan discharge over a three-year. The loan was fully discharged in 2017. 

The System entered into an agreement to become a major academic and clinical affiliate of 
Rutgers University through its Rutgers Biomedical and Health Sciences division. The 
agreement became effective July 1, 2014. In connection with the affiliation, the System 
pledged $1,000 to the pharmacy school and recorded the pledge in 2015. In 2016, the academic 
and clinical affiliation was modified, effective June 30, 2018. Additionally, the unpaid balance 
of the pledge was rescinded in 2016.
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Recent Accounting Pronouncements: In May 2014, the Financial Accounting Standards Board 
(FASB) issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with 

Customers. The core principle of ASU 2014-09 is that an entity should recognize revenue to 
depict the transfer of promised goods or services to customers in an amount that reflects the 
consideration to which the entity expects to be entitled in exchange for those goods or services. 
The guidance in ASU 2014-09 supersedes the FASB’s current revenue recognition 
requirements and most industry-specific guidance. The FASB subsequently issued ASU 2015-
14, Revenue from Contracts with Customers, which deferred the effective dates of ASU 2014-
09. Based on ASU 2015-14, the provisions of ASU 2014-09 became effective for the System 
for annual reporting periods beginning after December 15, 2017. The System adopted ASU 
2014-09 effective for its consolidated financial statements as of and for the quarter ended 
March 31, 2018. The System adopted ASU 2014-09 following the modified retrospective 
method. As a result of implementing ASU 2014-09, certain patient activity where collection is 
uncertain previously reported through December 31, 2017 as net patient service revenue and 
the provision for bad debts in the System’s consolidated statements of operations no longer 
meets the criteria for revenue recognition and, accordingly, the provision for bad debts after 
the adoption date is significantly reduced with a corresponding reduction to net patient service 
revenue. Such patient activity is now classified as an implicit price concession. Additionally, 
the provision for bad debts for the quarter ended March 31, 2018 is now presented as an 
expense item rather than a reduction to net patient service revenue. Other aspects of the 
System’s implementation of ASU 2014-09 impacting net patient service revenue, which 
include judgments regarding collection analyses and estimates of variable consideration and 
the addition of certain qualitative and quantitative disclosures. The adoption of ASU 2014-09 
in relation to other revenue activity, as applicable; however, other revenue is less significant 
to the System’s consolidated statements of operations and changes in net assets. 
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In January 2016, the FASB issued ASU 2016-01, Financial Instruments – Overall. ASU 2016-
01 will require business-oriented health care not-for-profit entities to measure equity 
investments that do not result in consolidation and are not accounted for under the equity 
method at fair value and recognize any changes in fair value in the performance indicator 
unless the investments qualify for a new practicality exception. The practicality exception is 
available for equity investments without a readily determinable fair value, for which 
measurement would be based on cost less impairment and adjusted for observable price 
changes. Subsequent to the adoption of ASU 2016-01, the System will no longer be able to 
recognize unrealized holding gains and losses on equity securities currently classified as other-
than-trading outside of the performance indicator. This ASU does not impact the accounting 
for investments in debt securities. The guidance is effective for annual periods beginning after 
December 15, 2018. Early adoption is permitted for annual periods beginning after 
December 15, 2017. The System has not completed the process of evaluating the impact of 
ASU 2016-01 on its consolidated financial statements. 

In February 2016, the FASB issued ASU 2016-02, Leases, which will require a lessee to report 
most leases on its balance sheet but recognize expenses on its income statement in a manner 
similar to current accounting. The guidance also eliminates current real estate-specific 
provisions. The provisions of ASU 2016-02 are effective for the System for annual periods 
beginning after December 15, 2018, and interim periods within those years. Early adoption is 
permitted. The System has not completed the process of evaluating the impact of ASU 2016-
02 on its consolidated financial statements. 

In August 2016, the FASB issued ASU 2016-14, Not-for-Profit Financial Statement 

Presentation, which eliminates the requirement for not-for-profits (NFPs) to classify net assets 
as unrestricted, temporarily restricted and permanently restricted. Instead, NFPs will be 
required to classify net assets as net assets with donor restrictions or without donor restrictions. 
Entities that use the direct method of presenting operating cash flows will no longer be required 
to provide a reconciliation of the change in net assets to operating cash flows. The guidance 
also modifies required disclosures and reporting related to net assets, investment expenses and 
qualitative information regarding liquidity. NFPs will also be required to report all expenses 
by both functional and natural classification in one location. The provisions of ASU 2016-14 
are effective for the System for annual periods beginning after December 15, 2017. Early 
adoption is permitted. The System has not completed the process of evaluating the impact of 
ASU 2016-14 on its consolidated financial statements. 
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In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows – Classification of 

Certain Cash Receipts and Cash Payments, which addresses the following eight specific cash 
flow issues in order to limit diversity in practice: debt prepayment or debt extinguishment 
costs; settlement of zero-coupon debt instruments or other debt instruments with coupon 
interest rates that are insignificant in relation to the effective interest rate of the borrowing; 
contingent consideration payments made after a business combination; proceeds from the 
settlement of insurance claims; proceeds from the settlement of corporate-owned life insurance 
policies, including bank-owned life insurance policies; distributions received from equity 
method investees; beneficial interests in securitization transactions; and separately identifiable 
cash flows and application of the predominance principle. The provisions of ASU 2016-15 are 
effective for the System for annual periods beginning after December 15, 2018 and interim 
periods thereafter. Early adoption is permitted. The System has not completed the process of 
evaluating the impact of ASU 2016-15 on its consolidated financial statements. 

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows – Restricted 

Cash, which requires that the statement of cash flows explain the change during the period in 
the total of cash, cash equivalents, and amounts generally described as restricted cash or 
restricted cash equivalents. Therefore, amounts generally described as restricted cash and 
restricted cash equivalents should be included with cash and cash equivalents when reconciling 
the beginning-of-period and end-of-period total amounts shown on the statement of cash flows. 
The provisions of ASU 2016-18 are effective for the System for annual periods beginning after 
December 15, 2018 and interim periods thereafter. Early adoption is permitted. The System 
has not completed the process of evaluating the impact of ASU 2016-18 on its consolidated 
financial statements. 

In March 2017, the FASB issued ASU 2017-07, Compensation—Retirement Benefits: 

Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement 

Benefit Cost. ASU 2017-07 addresses how employers that sponsor defined benefit pension 
and/or other postretirement benefit plans present the net periodic benefit cost in the income 
statement. Employers will be required to present the service cost component of net periodic 
benefit cost in the same income statement line item as other employee compensation costs 
arising from services rendered during the period. Employers will present the other components 
of the net periodic benefit cost separately from the line item that includes the service cost and 
outside of any subtotal of operating income, if one is presented. The standard is effective for 
the System for annual periods beginning after December 15, 2018, and interim periods within  

Case 3:13-cv-02941-MAS-TJB   Document 200-3   Filed 09/07/18   Page 182 of 246 PageID:
 4532



Saint Peter’s Healthcare System, Inc. 

Notes to Consolidated Financial Statements (continued) 
(Dollars in Thousands) 

16

1. Organization and Summary of Significant Accounting Policies (continued)

annual periods beginning after December 15, 2019. The System intends to early adopt ASU 
2017-07 effective for its consolidated financial statements as of and for the quarter ended 
March 31, 2018. Adoption of ASU 2017-07 will require the System to present the components 
of net periodic benefit cost related to its defined benefit plan other than service cost, if any, 
(aggregate of approximately $4,157 for 2017) as a separate line item excluded from the subtotal 
for operating (loss) income on the consolidated statements of operations. Net periodic benefit 
cost is reported currently within employee benefits expense on the consolidated statements of 
operations. 

Reclassifications: Certain reclassifications have been made to the 2016 amounts previously 
reported in order to conform to the current year presentation. These reclassifications had no 
impact on the previously reported net assets.

2. Charity Care and Community Benefits 

The System provides care to patients who meet certain criteria defined by the New Jersey 
Department of Health (DOH) without charge or at amounts less than established rates. Because 
the System does not pursue collection of amounts determined to qualify as charity care, they are 
not reported as revenue. The System’s records identify and monitor the level of charity care it 
provides and include the amount of charges forgone for services and supplies furnished. DOH 
allows retroactive application for charity care up to two years from the date of service. 

In accordance with its mission and philosophy, the System commits substantial resources to 
sponsor a broad range of services to both the indigent as well as the broader community. 

Community benefits provided to the indigent include the cost of providing services to persons who 
cannot afford health care due to inadequate resources and/or who are uninsured or underinsured. 
This type of community benefit includes the costs of: traditional charity care; unpaid costs of care 
provided to beneficiaries of Medicaid and other indigent public programs; services such as free 
clinics and meal programs for which a patient is not billed or for which a nominal fee has been 
assessed; and cash and in-kind donations of equipment, supplies, or staff time volunteered on 
behalf of the community. 
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2. Charity Care and Community Benefits (continued) 

Community benefits provided to the broader community include the costs of providing services to 
other populations who may not qualify as indigent but may need special services and support. This 
type of community benefit includes the costs of: services such as health promotion and education, 
health clinics, and screenings, all of which are not billed or can be operated only on a deficit basis; 
unpaid portions of training health professionals such as medical residents, nursing students, and 
students in allied health professions; and the unpaid portions of testing medical equipment and 
controlled studies of therapeutic protocols. 

A summary of the estimated cost of community benefits provided to both the indigent and the 
broader community follows: 

Year Ended December 31 

2017 2016 

Community benefits provided to the indigent:   
Charity care provided $ 19,987 $ 16,443 
Unpaid cost of public programs, Medicaid, and other 

indigent care programs 7,896 10,085 

Community benefits provided to the broader community: 
Non-billed services for the community 4,606 5,560 
Education and research provided for the community 5,513 6,075 

Estimated cost of community benefits $ 38,002 $ 38,163 

The costs of charity care and other community benefit activities are derived from both estimated 
and actual data. The estimated cost of charity care includes the direct and indirect cost of providing 
such services and is estimated utilizing the Hospital’s ratio of cost to gross charges, which is then 
multiplied by the gross uncompensated charges associated with providing care to charity patients. 

The estimated cost of community benefit was 8.3% and 8.4% of total Hospital operating expenses 
in 2017 and 2016, respectively. 

The System receives payments from the New Jersey Health Care Subsidy Funds for charity care, 
and such amounts totaled approximately $3,477 and $5,618 for the years ended December 31, 
2017 and 2016, respectively.  
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3. Net Patient Service Revenue 

Accounts Receivable and Net Patient Service Revenue 

The System recognizes accounts receivable and patient service revenue associated with services 
provided to patients who have third-party payor coverage on the basis of contractual rates for the 
services rendered (see description of third-party payor payment programs below). For uninsured 
patients that do not qualify for charity care, the System recognizes revenue on the basis of 
discounted rates under the System’s self-pay patient policy. Under the policy for self-pay patients, 
a patient who has no insurance and is ineligible for any government assistance program has his or 
her bill reduced to the amount which would be billed to a commercially insured patient. The impact 
of this policy on the consolidated financial statements is lower net patient service revenue, as the 
discount is considered a revenue allowance, and a lower provision for bad debt. 

Patient service revenue for the years ended December 31, 2017 and 2016, net of contractual 
allowances and discounts (but before the provision for bad debts), recognized in the period from 
these major payor sources based on primary insurance designation, is as follows: 

 2017 2016 

Third-party payors $ 451,193 $ 459,793 
Self-pay 8,908 6,934 

Total payors $ 460,101 $ 466,727 

Deductibles and copayments under third-party payment programs within the third-party payor 
amounts above are the patients’ responsibility and the System considers these amounts in its 
determination of the provision for bad debts based on collection experience. 

Accounts receivable are also reduced by an allowance for doubtful accounts. In evaluating the 
collectibility of accounts receivable, the System analyzes its past history and identifies trends for 
each of its major payor sources of revenue to estimate the appropriate allowance for doubtful 
accounts and provision for bad debts. Management regularly reviews data about these major payor 
sources of revenue in evaluating the sufficiency of the allowance for doubtful accounts. 
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3. Net Patient Service Revenue (continued) 

For receivables associated with services provided to patients who have third-party coverage, the 
System analyzes contractually due amounts and provides an allowance for doubtful accounts and 
a provision for bad debts, if necessary (for example, for payors who are known to be having 
financial difficulties that make the realization of amounts due unlikely). For receivables associated 
with self-pay patients, which includes both patients without insurance and patients with deductible 
and copayment balances due for which third-party coverage exists for part of the bill, the System 
records a significant provision for bad debts in the period of service on the basis of its past 
experience, which indicates that some patients are unable or unwilling to pay the portion of their 
bill for which they are financially responsible. The difference between discounted rates and the 
amounts actually collected after all reasonable collection efforts have been exhausted is reported 
in the allowance for doubtful accounts. 

The System’s allowance for doubtful accounts totaled $23,887 and $22,734 at December 31, 2017 
and 2016, respectively. The allowance for doubtful accounts for self-pay patients was 
approximately 93% and 96% of self-pay accounts receivable as of December 31, 2017 and 2016, 
respectively. Overall, the total of self-pay discounts and write-offs did not change significantly for 
the years ended December 31, 2017 and 2016. The System has not experienced significant changes 
in write-off trends and has not changed its charity care policy in the years ended December 31, 
2017 or 2016. 

Third-Party Payment Programs 

The System has agreements with third-party payors that provide for payment for services rendered 
at amounts different from its established rates. A summary of the payment arrangements with 
major third-party payors follows: 

Medicare: Hospitals are paid for most Medicare inpatient and outpatient services under the 
national prospective payment system and other methodologies of the Medicare program for 
certain other services. Federal regulations provide for certain adjustments to current and prior 
years’ payment rates, based on industry-wide and hospital-specific data. Medicare cost reports 
of the System have been audited and settled for years through 2014 at December 31, 2017. 
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3. Net Patient Service Revenue (continued) 

Medicaid: Inpatient acute care services rendered to Medicaid program beneficiaries are paid 
at prospectively determined rates per discharge. Outpatient services rendered to Medicaid 
program beneficiaries are reimbursed under cost-based and fee schedule methodologies. The 
System is reimbursed for outpatient services at a tentative rate with final settlement 
determined after submission of annual cost reports and audits thereof by the Medicaid fiscal 
intermediary. The Medicaid cost reports of the System for years through 2015 have been 
audited and settled. 

Other Third-Party Payors: The System also has entered into payment agreements with certain 
commercial insurance carriers and managed care organizations. The basis for payment to the 
System under these agreements includes prospectively determined rates per discharge or days 
of hospitalization and discounts from established charges. 

The System has appealed certain items in audited cost reports. The outcome of these appeals is 
uncertain and, therefore, potential revenue associated with these appeals is not included within the 
accompanying consolidated statements of operations and changes in net assets. 

Revenue from Medicare, Medicaid and their corresponding managed care programs accounted for 
approximately 33% and 32% of the System’s net patient service revenue for the years ended 
December 31, 2017 and 2016, respectively. There are various proposals at the federal and state levels 
that could, among other things, significantly reduce payment rates or modify payment methods. 
The ultimate outcome of these proposals and other market changes, including the potential effects 
of or revisions to health care reform that has been enacted by the federal government, cannot 
presently be determined. Future changes in the Medicare and Medicaid programs and any 
reduction of funding could have an adverse impact on the System. 

Laws and regulations governing the Medicare and Medicaid programs are extremely complex and 
subject to interpretation. As a result, there is at least a reasonable possibility that recorded estimates 
will change by a material amount in the near term. The System believes that it is in compliance with 
all applicable laws and regulations and is not aware of any pending or threatened investigations 
involving allegations of potential wrongdoing that could have a material adverse effect on the 
accompanying consolidated financial statements. Non-compliance with such laws and regulations 
could result in fines, penalties, and exclusion from such programs. 
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3. Net Patient Service Revenue (continued) 

State and Other Funding 

The New Jersey Health Care Subsidy Funds were established for various purposes, including the 
distribution of charity care payments to hospitals statewide. Effective January 1, 2014, the State 
of New Jersey replaced the Hospital Relief Subsidy Fund with the Delivery System Reform 
Incentive Payment Pool (the Pool). The Pool is available to certain hospitals that are able to 
establish performance improvement activities in one of eight specified clinical improvement areas. 
Amounts received from the Pool are subject to the satisfaction of certain performance criteria, with 
adjustments to the Pool allocations processed prospectively. The following state and other funding 
amounts have been included in the System’s net patient service revenue: 

Year Ended December 31 

2017 2016 

State:   
Delivery System Reform Incentive Payments $ 5,229 $ 4,707 
Charity Care (Note 2) 3,477 5,618 
Graduate Medical Education 5,761 4,883 

Federal: 
Graduate Medical Education 3,525 3,341 

$ 17,992 $ 18,549 

The System expects to receive approximately $1,261 in Charity Care subsidies for distributions 
scheduled through June 30, 2018. Charity Care subsidies subsequent to June 30, 2018 are presently 
unknown. 

In addition to direct Graduate Medical Education funding received from the federal and state 
Medicare and Medicaid programs, the System also receives a portion of its rate for indirect medical 
education costs. 

Case 3:13-cv-02941-MAS-TJB   Document 200-3   Filed 09/07/18   Page 188 of 246 PageID:
 4538



Saint Peter’s Healthcare System, Inc. 

Notes to Consolidated Financial Statements (continued) 
(Dollars in Thousands) 

22

4. Assets Whose Use is Limited 

Assets whose use is limited, primarily at fair value, are maintained for the following purposes (see 
Note 12 for the composition by asset type): 

December 31 

2017 2016 

Assets held as designated by Board of Trustees  
of the Care Center $ – $ 1,200 

Assets held as designated by Board of Trustees 
of the Hospital 89,724 86,333 

Assets held as designated by donors 5,458 5,055 
Assets held under bond indenture 22,163 22,070 
Assets held by RAC (Note 10) 22,089 25,242 

Total assets whose use is limited 139,434 139,900 
Less current portion 101,949 99,301 

Non-current portion $ 37,485 $ 40,599 

The System’s holdings of alternative investments and commingled funds within assets whose use 
is limited totaled approximately $9,324 and $6,997 at December 31, 2017 and 2016, respectively. 
These investments are measured based on the equity method of accounting as described in Note 1. 

Assets held by a trustee under bond indenture agreements are maintained for the following 
purposes: 

December 31 

2017 2016 

Debt service interest fund $ 4,243 $ 4,318 
Debt service principal fund 2,524 2,395 
Debt service reserve fund 15,396 15,357 

$ 22,163 $ 22,070 
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4. Assets Whose Use is Limited (continued) 

Investment income, included in other operating revenue, consists of the following: 

Year Ended December 31 

2017 2016 

Interest and dividend income $ 3,001 $ 2,250 
Realized gains and losses 433 (1,537)

Total investment income reported in  
other operating revenue (Note 15) $ 3,434 $ 713 

The System’s gross unrealized losses and fair value of individual securities, aggregated by 
investment category, which have been in a continuous unrealized loss position less than 12 months 
and greater than 12 months at December 31, 2017 and 2016, are as follows: 

Less than 12 Months 12 Months or Longer Total 

Fair Value 

Unrealized 

Losses Fair Value

Unrealized 

Losses Fair Value 

Unrealized 

Losses 

December 31, 2017       

U.S. government obligations  
(16 securities) $ 6,603 $ (57) $ 7,331 $ (50) $ 13,934 $ (107) 

Corporate bonds/fixed income  
(44 securities) 11,689 (69) 3,819 (25) 15,508 (94) 

Mortgage and asset-backed securities 
(92 securities) 29,730 (247) 25,276 (365) 55,006 (612) 

Mutual funds – equities  
(1 securities) 396 (6) – – 396 (6) 

Total $ 48,418 $ (379) $ 36,426 $ (440) $ 84,844 $ (819) 

December 31, 2016       

U.S. government obligations  
(34 securities) $ 10,259 $ (90) $ 3,836 $ (5) $ 14,095 $ (95) 

Corporate bonds/fixed income  
(80 securities) 6,549 (36) 7,792 (25) 14,341 (61) 

Mortgage and asset-backed securities 
(124 securities) 19,924 (181) 8,968 (77) 28,892 (258) 

Mutual funds – equities  
(16 securities) 2,094 (122) 2,498 (141) 4,592 (263) 

Total $ 38,826 $ (429) $ 23,094 $ (248) $ 61,920 $ (677) 

At December 31, 2017 and 2016, management determined that the unrealized losses were 
temporary based on the extent and length of time the securities’ fair value was below cost. 
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5. Other Assets 

Included within investment in joint ventures and other assets on the accompanying consolidated 
balance sheets are the System’s joint venture investments, including CARES and Cardiac Cath 
which are equity method investments (aggregate balance of approximately $1,700 and $1,800 at 
December 31, 2017 and 2016, respectively). CARES leases and operates an ambulatory surgery 
center located in a building owned by the Hospital. Cardiac Cath leases a portion of the CARES 
building to operate a low-risk outpatient cardiac catheterization laboratory. In 2017 and 2016, the 
System collected distributions from these joint ventures of approximately $1,081 and $800, 
respectively, and recorded gains of $1,061 and $900, respectively. In January 2014, the System 
sold 25% of its equity interest in CARES for a fair market value of $677. The amount is payable 
over five years at an interest rate of 3.576% per annum plus London Interbank Offered Rate with 
a balance of $145 at December 31, 2017. 

The following is a condensed summary of financial information of CARES and Cardiac Cath: 

CARES Cardiac Cath 

December 31 December 31 

2017 2016 2017 2016 

Total assets $ 3,339 $ 3,478 $ 2,287 $ 2,417 
Total liabilities 727 963 721 843 
Total equity 2,612 2,515 1,566 1,574 
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6. Property, Plant, Equipment, and Construction 

Property, plant, equipment, and construction consist of the following: 

December 31 

2017 2016 

Land  $ 8,663 $ 9,076 
Buildings, building service equipment, and improvements 315,853 307,278 
Fixed equipment 9,115 9,114 
Major movable equipment 238,897 235,058 

572,528 560,526 
Less accumulated depreciation and amortization 382,723 390,283 

189,805 170,243 
Construction-in-progress 10,346 22,993 

$ 200,151 $ 193,236 

The System capitalized $146 of interest costs, net of earnings, for the year ended December 31, 
2016 (none in 2017). 

Depreciation expense was $22,211 and $23,986 in 2017 and 2016, respectively. Useful lives of 
depreciable assets range from 3 to 40 years. 

During 2017, the System finalized the implementation of an integrated electronic medical record 
and patient billing system. A significant portion of the software costs associated with this 
implementation were provided by the vendor at no charge in order to replace a previous medical 
record system from the same vendor that will no longer be supported. As a result, the System 
recognized a gain of $7,300 for the upgraded software provided at no charge and an impairment 
loss of $6,981 for the abandonment of the net book value of the previously installed system. 

During 2017, the System received grants related to certain energy upgrade projects. Approximately 
$4,190 and $1,500 related to the energy resilient project (see Note 7) and a lighting efficiency 
project, respectively, were recognized within donated equipment and other in the accompanying 
statements of operations and changes in net assets. 
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7. Long-Term Debt and Line of Credit 

Long-term debt and line of credit consist of the following: 

December 31 

2017 2016 

New Jersey Health Care Facilities Financing Authority 
(NJHCFFA) Series 2011 Revenue and Refunding Bonds, 
which bear interest at rates between 5.00% and 6.25% 
due in varying maturities through July 1, 2035 (a) $ 82,845 $ 86,710 

NJHCFFA Series 2007 Revenue Bonds, which bear 
interest at rates between 5.25% and 5.75% due in 
varying maturities through July 1, 2037 (a) 61,235 62,155 

Other loans (b) 13,372 12,886 
Line of credit advances (c) 7,675 – 
Mortgages payable with interest between 3.25% and 

5.25% payable in monthly installments of principal and 
interest through December 1, 2031 2,530 3,214 

Capital lease obligations, with interest rates ranging from 
1.95% to 6.00% and payments through 2021 1,425 2,331 

169,082 167,296 
Less unamortized original issue discount 609 650 
Less unamortized deferred financing costs 1,799 1,985 
Less current portion 18,292 10,186 

$ 148,382 $ 154,475 

(a) In August 2011, the Hospital and the Care Center, collectively the Saint Peter’s University 
Hospital Obligated Group (the Obligated Group), closed on the Series 2011 Revenue and 
Refunding Bonds (the Series 2011 Bonds) in the amount of $100,640 issued by the 
NJHCFFA on behalf of the Obligated Group. The proceeds of the Series 2011 Bonds were 
used for (i) the current refunding of all of the outstanding Series F Revenue Bonds, Series 
2000A Revenue Bonds, and Series 2000B Bonds; (ii) the payment or reimbursement of the 
costs of certain capital expenditures relating to the renovation of portions of the Hospital’s 
facilities and the acquisition and installation of various equipment to be used by the 
Hospital at its facilities (approximately $5,500); (iii) the funding of the Debt Service 
Reserve Fund relating to the Series 2011 Bonds; and (iv) the payment of the costs of 
issuance of the Series 2011 Bonds. 
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7. Long-Term Debt and Line of Credit (continued) 

In December 2007, the Obligated Group closed on the Series 2007 Revenue Bonds (the 
Series 2007 Bonds) with the NJHCFFA in the amount of $65,175, the proceeds of which 
were used to (i) refund a portion of the outstanding principal amount of the St. Peter’s 
Medical Center Issue, Series F; (ii) pay or reimburse the costs of the construction and 
renovation of certain portions of the Hospital’s facilities and the acquisition of various 
capital equipment; (iii) pay capitalized interest on a portion of the Series 2007 Bonds; 
(iv) fund the Debt Service Reserve Fund related to the Series 2007 Bonds; and (v) pay or 
reimburse the costs of issuance of the Series 2007 Bonds. 

The Series 2011 and Series 2007 Bonds were issued in the name of the Obligated Group. 
Each of the Series 2011 and Series 2007 Bonds is collateralized by a pledge of the revenue 
of the Obligated Group and the assets held under bond indenture pursuant to the Master 
Trust Indenture (the Indenture). Under the terms of the Indenture, the Obligated Group is 
required to maintain a Debt Service Reserve Fund in an amount equal to one year’s 
principal and interest for the Series 2011 and Series 2007. At December 31, 2017 and 2016, 
the Obligated Group was in compliance with this requirement. 

Under the terms of the Indenture and other agreements with the NJHCFFA, the Obligated 
Group is required to maintain certain financial ratios and be in compliance with other 
restrictive covenants as described in the respective agreements. At December 31, 2017 and 
2016, the Obligated Group was in compliance with such financial covenants. 

Subsequent to February 1, 2016, the Obligated Group consists of the Hospital only and the 
mortgage on the Care Center was released. Residual assets held by the Care Center which 
existed at that date were transferred to the Hospital in 2017 upon final disposition and, 
accordingly, are included in the Obligated Group. 

(b) At December 31, 2017 and 2016, the System has a loan to a utility company totaling $3,991 
and $4,324, respectively, related to amounts borrowed for the installation of solar panels 
by Solar Energy Solutions. The loan is being repaid by tax credits that are purchased by 
the utility company. The tax credits are created when solar energy is produced. 
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7. Long-Term Debt and Line of Credit (continued) 

The System is in the process of completing an $8,500 energy resilient project through the 
New Jersey Economic Development Authority (EDA). Using grant funding received from 
the U.S. Department of Housing and Urban Development, the EDA has set aside $4,400 
towards the cost of this project which will be provided to the System in form of a grant 
combined with a loan from the EDA of $3,100 paid over 20 years at a 2% interest rate. The 
loan was approved by the EDA in 2017. The project will also be funded by a $1,000 loan 
payable over 10 years to a utility company. The System had drawn down approximately 
$897 and $563 of the $1,000 loan as of December 31, 2017 and 2016, respectively. 

During 2015, the System entered into an agreement for an equipment loan from a financial 
institution for approximately $4,900 maturing in December 2020 with an interest rate of 
approximately 4.01% for the installation of information technology for an electronic health 
record and a new patient accounting system. The balance outstanding on this loan was 
approximately $2,623 and $3,433 at December 31, 2017 and 2016, respectively. 

The System has other loans with financial institutions maturing in 2019 with interest rates 
ranging from approximately 3.50% to 4.50% to finance the construction of the 
interventional radiology and catheterization suites and the replacement of the System’s 
power plant totaling $5,861 and $4,565 at December 31, 2017 and 2016, respectively. 

(c) The System obtained a $10,000 line of credit with a bank in April 2015 which replaced a 
previous $5,000 line of credit. At December 31, 2017, $7,675 was outstanding on the line 
(none at December 31, 2016). The line is due on demand and expires in September 2019. 
Interest on the line is a variable rate based on LIBOR plus 3%. 
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7. Long-Term Debt and Line of Credit (continued) 

Scheduled principal payments on long-term debt and capital lease obligations, net of interest, for 
the next five years and thereafter are as follows: 

Series 2011 

and 2007 

Bonds 

Other  

Loans 

Line of 

Credit 

Capital  

Lease 

Obligations Total 

2018 $ 5,030 $ 5,243 $ 7,675 $ 344 $ 18,292 
2019 5,280 3,452 – 360 9,092 
2020 5,550 1,749 – 376 7,675 
2021 5,830 890 – 345 7,065 
2022 6,245 646 – – 6,891 
Thereafter 116,145 3,922 – – 120,067 

 $ 144,080 $ 15,902 $ 7,675 $ 1,425 $ 169,082 

8. Retirement Plans 

The System sponsors a non-contributory defined benefit retirement plan (the Plan) covering all 
eligible employees of affiliated organizations of the System. Plan benefits are based on years of 
service and employee compensation as defined in the plan document of affiliated organizations of 
the System. 

The Plan was amended such that effective July 1, 2010, any employee hired after June 30, 2010, 
is not eligible to participate in the Plan. Additionally, active participation in the Plan is frozen for 
any employee who terminated employment before July 1, 2010, and is rehired after such date, and 
active participation in the Plan is frozen for any employee who terminated employment on or after 
July 1, 2010, unless he/she is rehired before the first anniversary of their termination. The System 
maintains a defined contribution plan for employees hired as of and subsequent to July 1, 2010. 
All existing eligible employees as of June 30, 2010 will remain as participants in the defined 
benefit plan and participate in the defined contribution plan. In February 2012, the System 
announced to participants of the Plan a plan freeze effective December 31, 2012. 

The defined contribution plan established in 2011 provides for annual contributions for eligible 
employees of between 1% and 3% of pay based on the employee’s years of service. Eligible 
employees begin to accrue benefits six months from their date of hire. The System funds the 
defined contribution expense on a current basis. Such expense was approximately $8,790 and  
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8. Retirement Plans (continued) 

$8,908 in 2017 and 2016, respectively. Additionally, a defined contribution plan was established 
in 2014 for Physician Associates PC eligible employees with contribution expense of 
approximately $244 and $215 in 2017 and 2016, respectively. 

The System recognizes on its consolidated balance sheets an asset for a defined benefit 
postretirement plan’s overfunded status or a liability for a plan’s underfunded status, measures the 
defined benefit postretirement plan’s assets and obligations that determine its funded status as of 
the end of the System’s fiscal year, and recognizes changes in the funded status of a defined benefit 
postretirement plan in changes in unrestricted net assets in the year in which the changes occur. 
Amounts that are recognized as a component of changes in unrestricted net assets will be 
subsequently recognized as net periodic pension cost in future periods. 

The underfunded status of the Plan as recognized on the System’s consolidated balance sheets is as 
follows: 

December 31 

2017 2016 

Change in benefit obligation:
Benefit obligation at beginning of year $ 304,965 $ 296,959 
Interest cost 13,104 13,709 
Benefits paid  (8,578) (8,012)
Actuarial loss 29,610 2,315 

Benefit obligation at end of year 339,101 304,971 

Change in plan assets:
Fair value of plan assets at beginning of year 170,334 157,013 
Actual return on plan assets 25,075 8,386 
Employer contributions 13,946 13,460 
Refund of PBGC premiums 3,130 – 
Benefits paid (8,578) (8,012)
Administrative expenses and other (255) (513)

Fair value of plan assets at end of year 203,652 170,334 

Accrued pension liability $ (135,449) $ (134,637)
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8. Retirement Plans (continued) 

The projected benefit obligation, accumulated benefit obligation, and fair value of plan assets are 
as follows: 

December 31 

2017 2016 

Projected benefit obligation $ 339,101 $ 304,971 
Accumulated benefit obligation 339,101 304,971 
Fair value of plan assets 203,652 170,334 

The actuarial loss of $29,610 in 2017 primarily relates to a reduction in the discount rate 
assumption. The actuarial loss of $2,315 in 2016 primarily relates to a reduction in the discount 
rate assumption (actuarial loss of approximately $14,500), offset by changes to certain 
demographic actuarial assumptions used to measure the benefit obligation at December 31, 2016 
(actuarial gain of approximately $12,200). 

During 2017, the System received a refund of previously paid Pension Benefit Guaranty 
Corporation premiums related to the period 1998 to 2011. The premiums refund totaled $3,130 
and was contributed to the Plan. 

The unrecognized actuarial loss included in other changes in unrestricted net assets at 
December 31, 2017 and 2016 is approximately $128,100 and $117,490, respectively, of which 
$3,229 is expected to be recognized in net periodic pension cost during the year ending 
December 31, 2018. The change in the pension liability to be recognized in future periods as 
reported on the accompanying consolidated statements of operations and changes in net assets 
totaled $10,609 in 2017 and represents the change in these amounts from December 31, 2016 to 
2017. 

The following table provides the components of net periodic pension cost: 

Year Ended December 31 

2017 2016 

Interest cost $ 13,104 $ 13,709 
Expected return on plan assets (12,690) (11,190)
Recognized actuarial loss and administrative expenses 3,743 3,492 

Net periodic pension cost $ 4,157 $ 6,011 
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8. Retirement Plans (continued) 

The following assumptions were used in determining the benefit obligations and net periodic 
pension costs: 

December 31 

2017 2016 

Weighted average assumptions used to determine benefit 
obligations at December 31:   

Discount rate 3.78% 4.36% 

Weighted average assumptions used to determine net 
periodic benefit cost for the year ended December 31: 

Discount rate 4.36% 4.69% 
Expected long-term rate of return on plan assets 7.25% 7.25% 

To develop the expected long-term rate of return on assets assumption, the System considered the 
historical returns and the future expectations for returns for each asset class, as well as the target 
asset allocation of the pension portfolio. This resulted in the selection of the 7.25% expected long-
term rate of return on assets assumption at December 31, 2017 and 2016, respectively. 

The Plan’s investment policy is designed to achieve return on assets to match or exceed the 
actuarial required rate of return. The asset allocation guidelines and permissible ranges by asset 
category are as follows: 

Target 

Permissible 

Range 

Equities 42% 33% – 47%
Fixed income 15% 12% – 17%
Global asset allocation 10% 8% – 14%
Equity alternatives 16% 12% – 20%
Fixed-income alternatives 17% 12% – 22%
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8. Retirement Plans (continued) 

The Plan’s asset allocations by asset category are as follows: 

December 31 

2017 2016 

Equity Funds 45% 40% 
Fixed Income 13 13 
Global allocation 10 12 

Equity alternatives 15 13 

Fixed-income alternatives 17 22 

100% 100% 

Assets invested in the Plan are carried at fair value. Debt and equity securities with readily 
determinable values are carried at fair value as determined based on independent published 
sources. Alternative investments (non-traditional, not readily marketable holdings) include hedge 
funds. Alternative investment interests generally are structured such that the Plan holds a limited 
partnership interest or an interest in an investment management company. The Plan’s ownership 
structure does not provide for control over the related investees and the Plan’s financial risk is 
limited to the carrying amount reported for each investee. Fair value for alternative investments is 
determined by the Plan for each investment using net asset value as a practical expedient, as 
permitted by generally accepted accounting principles, rather than using another valuation method 
to independently estimate fair value. 

Refer to Note 12 for the composition at fair value of the defined benefit pension plan assets at 
December 31, 2017 and 2016. 

The System received a favorable ruling from the Internal Revenue Service (IRS) dated August 14, 
2013, to operate the Plan as a church plan, which exempts the System from the requirements of 
the Employee Retirement Income Security Act of 1974 (ERISA) and its funding requirements. In 
2013, the System was sued by participants claiming the Plan did not qualify as a church plan. 
Management defended the lawsuit and in June 2017, the U.S. Supreme Court in a unanimous 
decision upheld that the Plan is a church plan. Other issues related to this matter are still in 
litigation. 
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8. Retirement Plans (continued) 

The accrued pension liability reported in the accompanying consolidated financial statements of 
$135,449 and $134,637 at December 31, 2017 and 2016, respectively, is actuarially determined in 
accordance with the accounting requirements for reporting in the financial statements of the plan 
sponsor, which differs from the determination of the accumulated plan benefits as reported in the 
Plan’s financial statements. 

During 2017 and 2016, the System contributed $13,946 and $13,460 to the Plan, respectively. The 
System plans to contribute $4,000 to the Plan in 2018. 

The following benefit payments under the Plan are expected to be paid: 

2018 $ 10,785 
2019 11,591 
2020 12,488 
2021 13,277 
2022 14,124 
2023–2027 82,325 

9. Leases and Other Commitments and Contingencies 

Rent expense under operating leases amounted to approximately $5,171 and $4,484 in 2017 and 
2016, respectively, and is reported within supplies and other expense on the accompanying 
consolidated statements of operations and changes in net assets. 

The future minimum rental payments required under the non-cancelable operating leases are as 
follows: 

2018 $ 3,699 
2019 3,314 
2020 2,844 
2021 2,220 
2022 1,472 
Thereafter 5,738 
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9. Leases and Other Commitments and Contingencies (continued) 

Various lawsuits and claims arising in the normal course of operations are pending or are on appeal 
against the System. While the outcome of these lawsuits cannot be determined at this time, 
management believes that any loss which may arise from the System’s actions will not have a 
material adverse effect on the System’s consolidated financial position or results of operations. 

In relation to workers’ compensation exposure, the System maintains a standby letter of credit in 
the amount of $775 to secure its self-insured workers’ compensation program. There were no 
draws on the letter of credit in 2017 or 2016. 

10. Medical Malpractice and General Liability Claims 

As part of a structured and comprehensive risk management program, the System funds its risk of 
professional and general liability loss through RAC, a wholly-owned captive insurance company 
domiciled in the Cayman Islands. 

RAC began accepting risk on January 1, 2004, and provides professional and general liability 
insurance protection for all entities within the System, including the Hospital, the Care Center, 
employed physicians and surgeons, the paramedical staff, and all affiliated corporations and 
divisions. Professional liability insurance is written as claims-made coverage while general 
liability is written on an occurrence basis. Prior to 2004, the Hospital purchased first-dollar primary 
and excess liability coverage in the commercial insurance market. 

Currently, RAC issues policies with a maximum retention of $3,000 for each medical incident or 
occurrence ($2,000 through December 31, 2016). RAC further retains, under a first excess or 
buffer policy, another $2,000 for each medical incident with a $2,000 aggregate retention. In 
addition, RAC issues an excess liability policy which provides separate limits towers of $45,000 
each. The first tower applies to professional liability claims; the second, to claims for all other 
liabilities. These excess limits are 100% reinsured by companies rated A or A+ by A.M. Best 
Company. The System has made, and will continue to make, adjustments to the structure, limits, 
and retentions of the captive program, as circumstances warrant. 
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10. Medical Malpractice and General Liability Claims (continued) 

Reserves for loss and loss adjustment expense are set based on management’s best estimate of 
liability and damages. At December 31, 2017 and 2016, undiscounted reserve amounts were 
$9,431 and $10,405, respectively, and are included within other liabilities on the accompanying 
consolidated balance sheets. These reserves are estimates of the ultimate value of loss and loss 
adjustment expenses for all claims made during respective policy years and are subject to changes 
in amounts of settlements, verdicts, frequency of claims, or other economic or legal factors. These 
undiscounted reserves are not offset by estimates of reinsurance claims. While management 
believes the reserves for losses and loss adjustment expenses are adequate, it also recognizes the 
variability inherent in the data used in estimating these liabilities and that the ultimate value of 
losses and loss adjustment expense may vary significantly from the estimated amounts included in 
the accompanying consolidated financial statements. These estimates are continually reviewed and 
are adjusted, as necessary. Estimated receivables for reinsurance recoveries recorded by RAC total 
$2,155 and $2,092 at December 31, 2017 and 2016, respectively, and are included within other 
current assets on the accompanying consolidated balance sheets. 

In relation to claims insured through RAC, the Hospital recorded an estimated insurance recovery 
receivable and medical malpractice claim liability at December 31, 2017 and 2016, equal to RAC’s 
liability estimates. Such amounts are recorded within other assets and other liabilities within the 
Hospital’s balance sheets and eliminate in consolidation. 

The System has estimated its liability for losses due to claims from medical incidents that have 
occurred subsequent to 2004 but have not yet been reported to be approximately $1,815 and $1,709 
at December 31, 2017 and 2016, respectively, with such estimated liability discounted at a rate of 
4% based on expected timing of future payments. These amounts are included within other 
liabilities on the accompanying consolidated balance sheets. 

During 2017 and 2016, the Hospital received premium reduction credits from RAC totaling $5,000 
and $4,000, respectively, that resulted from favorable loss experience. The premium reduction 
credits were recorded by the Hospital within other operating revenue on the Hospital’s statements 
of operations and changes in net assets, and eliminate in consolidation. 
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11. Concentrations of Credit Risk 

The System grants credit without collateral to its patients, most of whom are local residents and 
are insured under third-party payor agreements. 

Concentration of gross accounts receivable from patients and third-party payors are as follows: 

December 31 

2017 2016 

Medicare and Medicaid 14% 16% 
Blue Cross 22 20 
Patients 7 5 
Commercial 3 4 
Managed care 49 48 
Other third-party payors  5 7 

100% 100% 

12. Fair Value Measurements 

The System utilizes various methods of calculating the fair value of its financial assets. Fair value 
is defined as the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. Fair value measurements 
are applied based on the unit of account from the System’s perspective. The unit of account 
determines what is being measured by reference to the level at which the asset or liability is 
aggregated (or disaggregated). The fair value hierarchy is comprised of three levels based on the 
source of inputs as follows: 

• Level 1 – inputs to the valuation methodology are quoted prices (unadjusted) for identical 
assets or liabilities in active markets. 

• Level 2 – inputs to the valuation methodology include quoted prices for similar assets or 
liabilities in active markets, and inputs that are observable for the asset or liability, either 
directly or indirectly, for substantially the full term of the financial instrument. 

• Level 3 – inputs to the valuation methodology are unobservable and significant to the fair 
value measurement. 
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12. Fair Value Measurements (continued) 

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest 
level of input that is significant to the fair value measurement. In determining fair value, the System 
uses valuation techniques that maximize the use of observable inputs and minimize the use of 
unobservable inputs to the extent possible and considers non-performance risk in its assessment of 
fair value. 

The following table presents the financial instruments carried at fair value, excluding assets invested 
in the System’s defined benefit plan, as of December 31, 2017 and 2016, by caption on the consolidated 
balance sheets based upon the fair value hierarchy defined above: 

Level 1 Level 2 Level 3 Total 

December 31, 2017

Cash and cash equivalents $ 15,824 $ – $ – $ 15,824 

Assets whose use is limited: 
Cash and cash equivalents 13,419 – – 13,419 

Fixed income: 
U.S. Treasury bills 8,249 – – 8,249 

Asset-backed securities – 28,762 – 28,762 

Corporate bonds – 12,958 – 12,958 

Mortgage-backed securities 15,906 12,713 – 28,619 

Mutual funds: 
Fixed Income 2,667 – – 2,667 

Domestic 8,275 – – 8,275 

International 4,128 – – 4,128 

Real estate 631 – – 631 

Commodities 313 – – 313 

Assets held by RAC: 
Cash and cash equivalents 1,819 – – 1,819 

Fixed-asset fund 5,885 3,489 – 9,374 

Domestic equities 2,187 8,709 – 10,896 

Total assets whose use is limited 63,479 66,631 – 130,110 

Total assets at fair value $ 79,303 $ 66,631 $ – $ 145,934 
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12. Fair Value Measurements (continued) 

Level 1 Level 2 Level 3 Total 

December 31, 2016 

Cash and cash equivalents $ 20,737 $ – $ – $ 20,737 
Assets whose use is limited:     

Cash and cash equivalents 11,892 – – 11,892 
Fixed income:     

U.S. Treasury bills 9,285 – – 9,285 
Asset-backed securities – 24,243 – 24,243 
Corporate bonds 11,304 4,347 – 15,651 
Mortgage-backed securities – 32,528 – 32,528 

Mutual funds:     
Domestic 17,234 – – 17,234 
International 3,143 – – 3,143 
Real estate 585 – – 585 
Commodities 97 – – 97 

Assets held by RAC:     
Cash and cash equivalents 1,239 – – 1,239 
Fixed-asset fund – 13,356 – 13,356 
Domestic equities – 3,650 – 3,650 

Total assets whose use is limited 54,779 78,124 – 132,903 

Total assets at fair value $ 75,516 $ 78,124 $ – $ 153,640 
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12. Fair Value Measurements (continued) 

The following table presents the financial instruments of the defined benefit plan (see Note 8) as 
of December 31, 2017 and 2016, by the valuation hierarchy defined above: 

Level 1 Level 2 Level 3 Total 

December 31, 2017 

Cash and cash equivalents $ 1,064 $ – $ – $ 1,064 

Equity funds: 
Domestic 40,267 – – 40,267 

International 23,652 – – 23,652 

Fixed-income mutual fund 81,814 – – 81,814 

Global allocation $ 146,797 $ – $ –  146,797 

Investments measured at net asset value:  

Equity alternatives    56,855 

Total    $ 203,652 

December 31, 2016 

Cash and cash equivalents $ 1,798 $ – $ – $ 1,798 
Equity funds:     

Domestic 37,132 – – 37,132 
International 24,379 – – 24,379 

Fixed-income mutual fund 79,078 – – 79,078 

 $ 142,387 $ – $ –  142,387 

Investments measured at net asset value:      
Equity alternatives    27,947 

Total    $ 170,334 

Fair value for Level 1 assets is based upon quoted market prices. 

Level 2 assets maintained in the System’s portfolio consist of certain fixed-income securities for 
which the fair value at each year-end is estimated based on quoted prices and other valuation 
considerations (e.g., credit quality and prevailing interest rates). 

Equity alternative financial instruments maintained by the Plan represent the Plan’s investment in 
funds of funds and are valued as described in Note 8. Financial information used to evaluate the 
alternative investments is provided by the investment manager or general partner and includes fair  
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12. Fair Value Measurements (continued) 

value valuations (quoted market prices and values determined through other means) of underlying 
securities and other financial instruments held by the investee and estimates that require varying 
degrees of judgment. The alternative investments may indirectly expose the Plan to securities 
lending, short sales of securities, and trading in futures and forwards contracts, options, and other 
derivative products. Alternative investments often have liquidity restrictions under which capital 
may be divested only at specified times. At December 31, 2017 and 2016, there were no 
commitments or liquidity restrictions. 

The System uses primarily quoted market prices and other valuation considerations in estimating 
fair value of its bonds payable. The fair value of other long-term debt is based upon discounted 
cash flow analyses. The fair value of the System’s long-term debt, excluding capital lease 
obligations, at December 31, 2017 and 2016 is approximately $162,207 and $172,361, 
respectively. Fair value of long-term debt is classified as Level 2 of the valuation hierarchy. 

13. Temporarily and Permanently Restricted Net Assets 

Temporarily and permanently restricted net assets are available for the following purposes: 

December 31 

2017 2016 

Health care programs $ 1,512 $ 993 
Children’s fund 987 2,351 
Health education 2,005 2,193 
Chapel refurbishment 2,757 1,567 
Purchase of equipment 311 2,758 

$ 7,572 $ 9,862 
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14. Functional Expenses 

Operating expenses, including costs related to clinical system interruption, by function related to 
the provision of health care services are as follows: 

Year Ended December 31 

2017 2016 

Program expenses $ 327,950 $ 319,079 
General and administrative expenses 156,892 158,923 

$ 484,842 $ 478,002 

15. Other Operating Revenue 

Other operating revenue consists of the following: 

Year Ended December 31 

2017 2016 

Grant revenue $ 2,499 $ 2,684 
Rental income 2,077 2,039 
Electronic health records  790 1,287 
Investment income (Note 4) 3,434 713 
Child Protection Center revenue 1,842 1,634 
Retail pharmacy cost sharing 3,529 6,971 
Nursing services 1,711 1,702 
Food services 2,179 2,161 
Physician services 4,751 4,237 
Ambulance services 679 265 
Solar energy credits 964 1,006 
Adult day care 709 721 
Outreach laboratory fees 337 387 
Research studies 730 236 
Other 4,396 4,201 

$ 30,627 $ 30,244 
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15. Other Operating Revenue (continued) 

The American Recovery and Reinvestment Act of 2009 included provisions for implementing 
health information technology under the Health Information Technology for Economic and 
Clinical Health Act (HITECH). The provisions were designed to increase the use of electronic 
health record (EHR) technology and establish the requirements for a Medicare and Medicaid 
incentive payment program beginning in 2011 for eligible providers that adopt and meaningfully 
use certified EHR technology. Eligibility for annual Medicare incentive payments is dependent on  
providers demonstrating meaningful use of EHR technology in each period over a four-year 
period. Initial Medicaid incentive payments are available to providers that adopt, implement, or 
upgrade certified EHR technology. In subsequent years, providers must demonstrate meaningful 
use of such technology to qualify for additional Medicaid incentive payments. Hospitals that do 
not successfully demonstrate meaningful use of EHR technology are subject to payment penalties 
or downward adjustments to their Medicare payments beginning in federal fiscal year 2015. 

The System uses a grant accounting model to recognize revenue for the Medicare and Medicaid 
EHR incentive payments. Under this accounting policy, EHR incentive payment revenue is 
recognized when the System is reasonably assured that the EHR meaningful use criteria for the 
required period of time were met and that the grant revenue will be received. EHR incentive 
payment revenue totaling $340 (Medicaid) and $438 (Medicare) for year ended December 31, 
2017, and $425 (Medicaid) and $862 (Medicare) for year ended December 31, 2016, is included 
in other operating revenue on the accompanying consolidated statements of operations and 
changes in net assets. Income from Medicare incentive payments is subject to retrospective 
adjustment upon final settlement of the applicable cost report from which payments were 
calculated. Additionally, the System’s attestation of compliance with the meaningful use criteria 
is subject to audit by the federal government. 

16. Subsequent Events 

Subsequent events have been evaluated through May 11, 2018 which is the date the accompanying 
consolidated financial statements were issued. The System terminated its participation in the 
Sovereign Oncology of New Brunswick, LLC joint venture effective January 31, 2018. No 
subsequent other events have occurred that require disclosure in or adjustment to the 
accompanying consolidated financial statements. 
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This sixth edition of the Ethical and Religious Directives for Catholic Health Care Services was 

developed by the Committee on Doctrine of the United States Conference of Catholic Bishops (USCCB) 

and approved by the USCCB at its June 2018 Plenary Assembly. This edition of the Directives replaces 

all previous editions, is recommended for implementation by the diocesan bishop, and is authorized for 

publication by the undersigned.

Msgr. J. Brian Bransfield, STD  

General Secretary, USCCB 

Excerpts from The Documents of Vatican II, ed. Walter M. Abbott, SJ, copyright © 1966 by America 

Press are used with permission. All rights reserved. 

Scripture texts used in this work are taken from the New American Bible, copyright © 1991, 1986, and 

1970 by the Confraternity of Christian Doctrine, Washington, DC, 20017 and are used by permission of 

the copyright owner. All rights reserved. 

Digital Edition, June 2018 

Copyright © 2009, 2018, United States Conference of Catholic Bishops, Washington, DC. All rights 

reserved. No part of this work may be reproduced or transmitted in any form or by any means, electronic 

or mechanical, including photocopying, recording, or by any information storage and retrieval system, 

without permission in writing from the copyright holder. 
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Preamble
Health care in the United States is marked by extraordinary change. Not only is there 

continuing change in clinical practice due to technological advances, but the health care system 

in the United States is being challenged by both institutional and social factors as well. At the 

same time, there are a number of developments within the Catholic Church affecting the 

ecclesial mission of health care. Among these are significant changes in religious orders and 

congregations, the increased involvement of lay men and women, a heightened awareness of 

the Church’s�social� role�in� the�world,�and�developments�in�moral� theology�since�the�Second

Vatican Council. A contemporary understanding of the Catholic health care ministry must take 

into account the new challenges presented by transitions both in the Church and in American 

society. 

Throughout the centuries, with the aid of other sciences, a body of moral principles has 

emerged�that�expresses�the�Church’s�teaching on medical and moral matters and has proven to 

be pertinent and applicable to the ever-changing circumstances of health care and its delivery. In 

response�to�today’s�challenges,� these�same�moral�principles�of�Catholic� teaching�provide�the�

rationale and direction for this revision of the Ethical and Religious Directives for Catholic 

Health Care Services. 

These Directives presuppose our statement Health and Health Care published in 1981.1

There�we�presented� the� theological� principles� that� guide� the�Church’s�vision�of�health� care,�

called for all Catholics to share in the healing mission of the Church, expressed our full 

commitment to the health care ministry, and offered encouragement to all those who are 

involved in it. Now, with American health care facing even more dramatic changes, we 

reaffirm�the�Church’s�commitment�to�health�care�ministry�and�the�distinctive Catholic identity 

of the Church’s institutional health care services.2 The purpose of these Ethical and Religious 

Directives then is twofold: first, to reaffirm the ethical standards of behavior in health care that 

flow�from� the�Church’s� teaching about the dignity of the human person; second, to provide 

authoritative guidance on certain moral issues that face Catholic health care today. 

The Ethical and Religious Directives are concerned primarily with institutionally based 

Catholic health care services. They address the sponsors, trustees, administrators, chaplains, 

physicians, health care personnel, and patients or residents of these institutions and services. 

Since they express the Church’s moral teaching, these Directives also will be helpful to Catholic 

professionals engaged in health care services in other settings. The moral teachings that we 

profess here flow principally from the natural law, understood in the light of the revelation 

Christ has entrusted to his Church. From this source the Church has derived its understanding 

of the nature of the human person, of human acts, and of the goals that shape human activity. 

The Directives have been refined through an extensive process of consultation with bishops, 

theologians, sponsors, administrators, physicians, and other health care providers. While providing 

standards and guidance, the Directives do not cover in detail all of the complex issues that confront 

Catholic health care today. Moreover, the Directives will be reviewed periodically by the United 

States Conference of Catholic Bishops (formerly the National Conference of Catholic Bishops), in 

the light of authoritative church teaching, in order to address new insights from theological and 
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medical research or new requirements of public policy. 

The Directives begin with a general introduction that presents a theological basis for the 

Catholic health care ministry. Each of the six parts that follow is divided into two sections. The 

first section is in expository form; it serves as an introduction and provides the context in which 

concrete issues can be discussed from the perspective of the Catholic faith. The second section is 

in prescriptive form; the directives promote and protect the truths of the Catholic faith as those 

truths are brought to bear on concrete issues in health care. 
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General Introduction 
 The� Church� has� always� sought� to� embody� our� Savior’s� concern� for� the� sick.� The� gospel�

accounts�of�Jesus’�ministry�draw�special�attention to his acts of healing: he cleansed a man 

with leprosy (Mt 8:1-4; Mk 1:40-42); he gave sight to two people who were blind (Mt 20:29-

34; Mk 10:46-52); he enabled one who was mute to speak (Lk 11:14); he cured a woman who 

was hemorrhaging (Mt 9:20-22; Mk 5:25-34); and he brought a young girl back to life (Mt 

9:18, 23-25; Mk 5:35-42). Indeed, the Gospels are replete with examples of how the Lord 

cured�every�kind�of�ailment�and�disease�(Mt�9:35).�In�the�account�of�Matthew,�Jesus’�mission�

fulfilled the prophecy�of� Isaiah:�“He� took�away�our� infirmities�and�bore�our�diseases”� (Mt�

8:17; cf. Is 53:4). 

Jesus’ healing mission went further than caring only for physical affliction. He touched 

people at the deepest level of their existence; he sought their physical, mental, and spiritual 

healing (Jn 6:35, 11:25-27).� He� “came� so� that� they� might� have� life� and� have� it� more�

abundantly”�(Jn 10:10). 

The mystery of Christ casts light on every facet of Catholic health care: to see Christian 

love as the animating principle of health care; to see healing and compassion as a continuation 

of Christ’s mission; to see suffering as a participation in the redemptive power of Christ’s�

passion, death, and resurrection; and to see death, transformed by the resurrection, as an 

opportunity for a final act of communion with Christ. 

For the Christian, our encounter with suffering and death can take on a positive and 

distinctive meaning through the redemptive power�of�Jesus’�suffering�and�death.�As�St.�Paul�

says,�we�are�“always�carrying about in the body the dying of Jesus, so that the life of Jesus 

may�also�be�manifested�in�our�body”�(2�Cor�4:10).�This�truth�does�not�lessen�the�pain�and�fear,�

but gives confidence and grace for bearing suffering rather than being overwhelmed by it. 

Catholic health care ministry bears witness to the truth that, for those who are in Christ, 

suffering�and�death�are�the�birth�pangs�of�the�new�creation.�“God�himself�will�always�be�with�

them [as their God]. He will wipe every tear from their eyes, and there shall be no more death 

or�mourning,�wailing�or�pain,�[for]�the�old�order�has�passed�away”�(Rev�21:3-4). 

In faithful imitation of Jesus Christ, the Church has served the sick, suffering, and dying in 

various ways throughout history. The zealous service of individuals and communities has 

provided shelter for the traveler; infirmaries for the sick; and homes for children, adults, and 

the elderly.3 In the United States, the many religious communities as well as dioceses that 

sponsor�and�staff�this�country’s Catholic health care institutions and services have established 

an effective Catholic presence in health care. Modeling their efforts on the gospel parable of 

the Good Samaritan, these communities of women and men have exemplified authentic 

neighborliness to those in need (Lk 10:25-37). The Church seeks to ensure that the service 

offered in the past will be continued into the future. 

While many religious communities continue their commitment to the health care ministry, 

lay Catholics increasingly have stepped forward to collaborate in this ministry. Inspired by the 

example of Christ and mandated by the Second Vatican Council, lay faithful are invited to a 

broader and more intense field of ministries than in the past.4 By virtue of their Baptism, lay 
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faithful�are�called�to�participate�actively�in�the�Church’s�life�and�mission.5 Their participation 

and leadership in the health care ministry, through new forms of sponsorship and governance 

of institutional Catholic health care, are essential for the Church to continue her ministry of 

healing and compassion. They are joined in the Church’s health care mission by many men 

and women who are not Catholic. 

Catholic health care expresses the healing ministry of Christ in a specific way within the 

local church. Here the diocesan bishop exercises responsibilities that are rooted in his office as 

pastor, teacher, and priest. As the center of unity in the diocese and coordinator of ministries 

in the local church, the diocesan bishop fosters the mission of Catholic health care in a way 

that promotes collaboration among health care leaders, providers, medical professionals, 

theologians, and other specialists. As pastor, the diocesan bishop is in a unique position to 

encourage the faithful to greater responsibility in the healing ministry of the Church. As 

teacher, the diocesan bishop ensures the moral and religious identity of the health care 

ministry in whatever setting it is carried out in the diocese. As priest, the diocesan bishop 

oversees the sacramental care of the sick. These responsibilities will require that Catholic 

health care providers and the diocesan bishop engage in ongoing communication on ethical 

and pastoral matters that require his attention. 

In a time of new medical discoveries, rapid technological developments, and social change, 

what is new can either be an opportunity for genuine advancement in human culture, or it can 

lead to policies and actions that are contrary to the true dignity and vocation of the human 

person. In consultation with medical professionals, church leaders review these developments, 

judge them according to the principles of right reason and the ultimate standard of revealed 

truth, and offer authoritative teaching and guidance about the moral and pastoral 

responsibilities entailed by the Christian faith.6 While the Church cannot furnish a ready 

answer to every moral dilemma, there are many questions about which she provides 

normative guidance and direction. In the absence of a determination by the magisterium, but 

never contrary to church teaching, the guidance of approved authors can offer appropriate 

guidance for ethical decision making. 

Created�in�God’s�image�and�likeness,�the�human�family�shares�in�the�dominion�that�Christ�

manifested in his healing ministry. This sharing involves a stewardship over all material 

creation�(Gn�1:26)�that�should�neither�abuse�nor�squander�nature’s�resources.�Through�science�

the�human�race�comes�to�understand�God’s�wonderful�work;�and�through�technology�it�must�

conserve, protect, and perfect nature in� harmony� with� God’s� purposes.� Health� care�

professionals� pursue� a� special� vocation� to� share� in� carrying� forth� God’s� life-giving and 

healing work. 

The dialogue between medical science and Christian faith has for its primary purpose the 

common good of all human persons. It presupposes that science and faith do not contradict 

each other. Both are grounded in respect for truth and freedom. As new knowledge and new 

technologies expand, each person must form a correct conscience based on the moral norms 

for proper health care. 
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The Social Responsibility of Catholic Health Care Services 

Introduction 

 Their�embrace�of�Christ’s�healing�mission�has�led�institutionally�based�Catholic�health�care�

services in the United States to�become�an� integral�part�of� the�nation’s�health�care�system.�

Today, this complex health care system confronts a range of economic, technological, social, 

and moral challenges. The response of Catholic health care institutions and services to these 

challenges�is�guided�by�normative�principles�that�inform�the�Church’s�healing�ministry.

First, Catholic health care ministry is rooted in a commitment to promote and defend 

human dignity; this is the foundation of its concern to respect the sacredness of every human 

life from the moment of conception until death. The first right of the human person, the right 

to life, entails a right to the means for the proper development of life, such as adequate 

health care.7

Second, the biblical mandate to care for the poor requires us to express this in concrete 

action at all levels of Catholic health care. This mandate prompts us to work to ensure that our 

country’s�health�care�delivery�system�provides�adequate�health�care�for�the�poor.�In�Catholic�

institutions, particular attention should be given to the health care needs of the poor, the 

uninsured, and the underinsured.8 Third, Catholic health care ministry seeks to contribute to 

the common good. The common good is realized when economic, political, and social 

conditions ensure protection for the fundamental rights of all individuals and enable all to 

fulfill their common purpose and reach their common goals.9

Fourth, Catholic health care ministry exercises responsible stewardship of available health 

care resources. A just health care system will be concerned both with promoting equity of 

care—to assure that the right of each person to basic health care is respected—and with 

promoting the good health of all in the community. The responsible stewardship of health care 

resources can be accomplished best in dialogue with people from all levels of society, in 

accordance with the principle of subsidiarity and with respect for the moral principles that 

guide institutions and persons. 

Fifth, within a pluralistic society, Catholic health care services will encounter requests for 

medical procedures contrary to the moral teachings of the Church. Catholic health care does 

not offend the rights of individual conscience by refusing to provide or permit medical 

procedures that are judged morally wrong by the teaching authority of the Church. 

Directives 
1. A Catholic institutional health care service is a community that provides health care to 

those in need of it. This service must be animated by the Gospel of Jesus Christ and 

guided by the moral tradition of the Church. 

2. Catholic health care should be marked by a spirit of mutual respect among caregivers that 

disposes them to deal with those it serves and their families with the compassion of Christ, 

sensitive to their vulnerability at a time of special need. 
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3. In accord with its mission, Catholic health care should distinguish itself by service to and 

advocacy for those people whose social condition puts them at the margins of our society 

and makes them particularly vulnerable to discrimination: the poor; the uninsured and the 

underinsured; children and the unborn; single parents; the elderly; those with incurable 

diseases and chemical dependencies; racial minorities; immigrants and refugees. In 

particular, the person with mental or physical disabilities, regardless of the cause or 

severity, must be treated as a unique person of incomparable worth, with the same right to 

life and to adequate health care as all other persons. 

4. A Catholic health care institution, especially a teaching hospital, will promote medical 

research consistent with its mission of providing health care and with concern for the 

responsible stewardship of health care resources. Such medical research must adhere to 

Catholic moral principles. 

5. Catholic health care services must adopt these Directives as policy, require adherence to 

them within the institution as a condition for medical privileges and employment, and 

provide appropriate instruction regarding the Directives for administration, medical and 

nursing staff, and other personnel. 

6. A Catholic health care organization should be a responsible steward of the health care 

resources available to it. Collaboration with other health care providers, in ways that do 

not compromise Catholic social and moral teaching, can be an effective means of such 

stewardship.10

7. A Catholic health care institution must treat its employees respectfully and justly. This 

responsibility includes: equal employment opportunities for anyone qualified for the task, 

irrespective�of�a�person’s� race,� sex,�age,�national�origin,�or�disability;� a�workplace� that

promotes employee participation; a work environment that ensures employee safety and 

well-being; just compensation and benefits; and recognition of the rights of employees to 

organize and bargain collectively without prejudice to the common good.

8. Catholic health care institutions have a unique relationship to both the Church and the 

wider community they serve. Because of the ecclesial nature of this relationship, the 

relevant requirements of canon law will be observed with regard to the foundation of a 

new Catholic health care institution; the substantial revision of the mission of an 

institution; and the sale, sponsorship transfer, or closure of an existing institution. 

9. Employees of a Catholic health care institution must respect and uphold the religious 

mission of the institution and adhere to these Directives. They should maintain 

professional�standards�and�promote�the�institution’s�commitment�to�human�dignity�and�the�

common good. 
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The Pastoral and Spiritual Responsibility of  

Catholic Health Care 

Introduction 

 The dignity of human life flows from creation in the image of God (Gn 1:26), from 

redemption by Jesus Christ (Eph 1:10; 1 Tm 2:4-6), and from our common destiny to share a 

life with God beyond all corruption (1 Cor 15:42-57). Catholic health care has the 

responsibility to treat those in need in a way that respects the human dignity and eternal 

destiny of all. The words of Christ have provided�inspiration�for�Catholic�health�care:�“I�was�

ill�and�you�cared�for�me”�(Mt�25:36).�The�care�provided�assists�those�in�need�to�experience�

their own dignity and value, especially when these are obscured by the burdens of illness or 

the anxiety of imminent death. 

Since a Catholic health care institution is a community of healing and compassion, the care 

offered is not limited to the treatment of a disease or bodily ailment but embraces the physical, 

psychological, social, and spiritual dimensions of the human person. The medical expertise 

offered through Catholic health care is combined with other forms of care to promote health 

and relieve human suffering. For this reason, Catholic health care extends to the spiritual 

nature�of� the�person.� “Without�health of the spirit, high technology focused strictly on the 

body�offers�limited�hope�for�healing�the�whole�person.”�11 Directed to spiritual needs that are 

often appreciated more deeply during times of illness, pastoral care is an integral part of 

Catholic health care. Pastoral care encompasses the full range of spiritual services, including a 

listening presence; help in dealing with powerlessness, pain, and alienation; and assistance in 

recognizing and responding to God’s will with greater joy and peace. It should be 

acknowledged, of course, that technological advances in medicine have reduced the length of 

hospital stays dramatically. It follows, therefore, that the pastoral care of patients, especially 

administration of the sacraments, will be provided more often than not at the parish level, both 

before�and�after�one’s�hospitalization.�For�this�reason,�it�is�essential�that�there�be�very�cordial�

and cooperative relationships between the personnel of pastoral care departments and the local 

clergy and ministers of care. 

Priests, deacons, religious, and laity exercise diverse but complementary roles in this 

pastoral care. Since many areas of pastoral care call upon the creative response of these 

pastoral caregivers to the particular needs of patients or residents, the following directives 

address only a limited number of specific pastoral activities. 

Directives 

10. A Catholic health care organization should provide pastoral care to minister to the 

religious and spiritual needs of all those it serves. Pastoral care personnel—clergy, 

religious, and lay alike—should have appropriate professional preparation, including an 

understanding of these Directives. 
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11. Pastoral care personnel should work in close collaboration with local parishes and 

community clergy. Appropriate pastoral services and/or referrals should be available to all 

in keeping with their religious beliefs or affiliation. 

12. For Catholic patients or residents, provision for the sacraments is an especially important 

part of Catholic health care ministry. Every effort should be made to have priests assigned 

to hospitals and health care institutions to celebrate the Eucharist and provide the 

sacraments to patients and staff. 

13. Particular care should be taken to provide and to publicize opportunities for patients or 

residents to receive the sacrament of Penance. 

14. Properly prepared lay Catholics can be appointed to serve as extraordinary ministers of 

Holy Communion, in accordance with canon law and the policies of the local diocese. 

They should assist pastoral care personnel—clergy, religious, and laity—by providing 

supportive visits, advising patients regarding the availability of priests for the sacrament 

of Penance, and distributing Holy Communion to the faithful who request it. 

15. Responsive to a patient’s desires and condition, all involved in pastoral care should 

facilitate the availability of priests to provide the sacrament of Anointing of the Sick, 

recognizing that through this sacrament Christ provides grace and support to those who 

are seriously ill or weakened by advanced age. Normally, the sacrament is celebrated 

when the sick person is fully conscious. It may be conferred upon the sick who have lost 

consciousness or the use of reason, if there is reason to believe that they would have asked 

for the sacrament while in control of their faculties. 

16. All Catholics who are capable of receiving Communion should receive Viaticum when 

they are in danger of death, while still in full possession of their faculties.12

17. Except in cases of emergency (i.e., danger of death), any request for Baptism made by 

adults or for infants should be referred to the chaplain of the institution. Newly born infants 

in danger of death, including those miscarried, should be baptized if this is possible.13 In 

case of emergency, if a priest or a deacon is not available, anyone can validly baptize.14 In 

the case of emergency Baptism, the chaplain or the director of pastoral care is to be 

notified.

18. When a Catholic who has been baptized but not yet confirmed is in danger of death, any 

priest may confirm the person.15

19. A record of the conferral of Baptism or Confirmation should be sent to the parish in which 

the institution is located and posted in its baptism/confirmation registers. 

20. Catholic discipline generally reserves the reception of the sacraments to Catholics. In 

accord with canon 844, §3, Catholic ministers may administer the sacraments of Eucharist, 

Penance, and Anointing of the Sick to members of the oriental churches that do not have 
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full communion with the Catholic Church, or of other churches that in the judgment of the 

Holy See are in the same condition as the oriental churches, if such persons ask for the 

sacraments on their own and are properly disposed. 

With regard to other Christians not in full communion with the Catholic Church, when 

the danger of death or other grave necessity is present, the four conditions of canon 844, 

§4, also must be present, namely, they cannot approach a minister of their own 

community; they ask for the sacraments on their own; they manifest Catholic faith in these 

sacraments; and they are properly disposed. The diocesan bishop has the responsibility to 

oversee this pastoral practice. 

21. The appointment of priests and deacons to the pastoral care staff of a Catholic institution 

must have the explicit approval or confirmation of the local bishop in collaboration with 

the administration of the institution. The appointment of the director of the pastoral care 

staff should be made in consultation with the diocesan bishop. 

22. For the sake of appropriate ecumenical and interfaith relations, a diocesan policy should 

be developed with regard to the appointment of non-Catholic members to the pastoral care 

staff of a Catholic health care institution. The director of pastoral care at a Catholic 

institution should be a Catholic; any exception to this norm should be approved by the 

diocesan bishop. 

Case 3:13-cv-02941-MAS-TJB   Document 200-3   Filed 09/07/18   Page 228 of 246 PageID:
 4578



13

Ethical and Religious Directives for Catholic Health Care Services, Sixth Edition

The Professional-Patient Relationship 

Introduction 

A person in need of health care and the professional health care provider who accepts that 

person as a patient enter into a relationship that requires, among other things, mutual respect, 

trust, honesty, and appropriate confidentiality. The resulting free exchange of information 

must avoid manipulation, intimidation, or condescension. Such a relationship enables the 

patient to disclose personal information needed for effective care and permits the health care 

provider to use his or her professional competence most effectively to maintain or restore the 

patient’s�health.�Neither�the�health�care�professional�nor the patient acts independently of the 

other; both participate in the healing process. 

Today, a patient often receives health care from a team of providers, especially in the 

setting of the modern acute-care hospital. But the resulting multiplication of relationships does 

not alter the personal character of the interaction between health care providers and the 

patient. The relationship of the person seeking health care and the professionals providing that 

care is an important part of the foundation on which diagnosis and care are provided. 

Diagnosis and care, therefore, entail a series of decisions with ethical as well as medical 

dimensions. The health care professional has the knowledge and experience to pursue the 

goals of healing, the maintenance of health, and the compassionate care of the dying, taking 

into�account�the�patient’s�convictions�and�spiritual�needs,�and�the�moral�responsibilities of all 

concerned. The person in need of health care depends on the skill of the health care provider to 

assist in preserving life and promoting health of body, mind, and spirit. The patient, in turn, 

has a responsibility to use these physical and mental resources in the service of moral and 

spiritual goals to the best of his or her ability. 

When the health care professional and the patient use institutional Catholic health care, 

they�also�accept�its�public�commitment�to�the�Church’s�understanding�of�and�witness�to�the�

dignity� of� the� human�person.�The�Church’s�moral� teaching� on� health� care� nurtures� a� truly�

interpersonal professional-patient relationship. This professional-patient relationship is never 

separated, then, from the Catholic identity of the health care institution. The faith that inspires 

Catholic health care guides medical decisions in ways that fully respect the dignity of the 

person and the relationship with the health care professional. 

Directives 

23. The inherent dignity of the human person must be respected and protected regardless of the 

nature of the person’s health problem or social status. The respect for human dignity 

extends to all persons who are served by Catholic health care. 

24. In compliance with federal law, a Catholic health care institution will make available to 

patients information about their rights, under the laws of their state, to make an advance 
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directive for their medical treatment. The institution, however, will not honor an advance 

directive that is contrary to Catholic teaching. If the advance directive conflicts with 

Catholic teaching, an explanation should be provided as to why the directive cannot be 

honored. 

25. Each person may identify in advance a representative to make health care decisions as his 

or her surrogate in the event that the person loses the capacity to make health care 

decisions. Decisions by the designated surrogate should be faithful to Catholic moral 

principles� and� to� the� person’s� intentions� and� values,� or� if� the� person’s� intentions� are�

unknown,� to� the� person’s� best� interests.� In� the� event� that� an� advance� directive� is� not�

executed,�those�who�are�in�a�position�to�know�best�the�patient’s�wishes—usually family 

members and loved ones—should participate in the treatment decisions for the person who 

has lost the capacity to make health care decisions. 

26. The� free� and� informed� consent� of� the� person� or� the� person’s� surrogate� is� required� for�

medical treatments and procedures, except in an emergency situation when consent cannot 

be obtained and there is no indication that the patient would refuse consent to the 

treatment. 

27. Free and informed consent requires that the person or the person’s surrogate receive all 

reasonable information about the essential nature of the proposed treatment and its 

benefits; its risks, side-effects, consequences, and cost; and any reasonable and morally 

legitimate alternatives, including no treatment at all. 

28. Each person or the person’s surrogate should have access to medical and moral 

information and counseling so as to be able to form his or her conscience. The free and 

informed�health�care�decision�of�the�person�or�the�person’s�surrogate�is�to�be�followed�so�

long as it does not contradict Catholic principles. 

29. All persons served by Catholic health care have the right and duty to protect and preserve 

their bodily and functional integrity.16 The functional integrity of the person may be 

sacrificed to maintain the health or life of the person when no other morally

permissible means is available.17

30. The transplantation of organs from living donors is morally permissible when such a 

donation will not sacrifice or seriously impair any essential bodily function and the 

anticipated benefit to the recipient is proportionate to the harm done to the donor. 

Furthermore, the freedom of the prospective donor must be respected, and economic 

advantages should not accrue to the donor. 

31. No one should be the subject of medical or genetic experimentation, even if it is 

therapeutic, unless the person or surrogate first has given free and informed consent. In 

instances of nontherapeutic experimentation, the surrogate can give this consent only if the 

experiment�entails�no�significant�risk�to�the�person’s�well-being. Moreover, the greater the 
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person’s�incompetency and vulnerability, the greater the reasons must be to perform any 

medical experimentation, especially nontherapeutic. 

32. While every person is obliged to use ordinary means to preserve his or her health, no 

person should be obliged to submit to a health care procedure that the person has judged, 

with a free and informed conscience, not to provide a reasonable hope of benefit without 

imposing excessive risks and burdens on the patient or excessive expense to family or 

community.18

33. The well-being of the whole person must be taken into account in deciding about any 

therapeutic intervention or use of technology. Therapeutic procedures that are likely to 

cause harm or undesirable side-effects can be justified only by a proportionate benefit to 

the patient. 

34. Health�care�providers�are�to�respect�each�person’s�privacy�and�confidentiality�regarding�

information�related�to�the�person’s�diagnosis,�treatment,�and care. 

35. Health care professionals should be educated to recognize the symptoms of abuse and 

violence and are obliged to report cases of abuse to the proper authorities in accordance with 

local statutes. 

36. Compassionate and understanding care should be given to a person who is the victim of 

sexual assault. Health care providers should cooperate with law enforcement officials and 

offer the person psychological and spiritual support as well as accurate medical 

information. A female who has been raped should be able to defend herself against a 

potential conception from the sexual assault. If, after appropriate testing, there is no 

evidence that conception has occurred already, she may be treated with medications that 

would prevent ovulation, sperm capacitation, or fertilization. It is not permissible, 

however, to initiate or to recommend treatments that have as their purpose or direct effect 

the removal, destruction, or interference with the implantation of a fertilized ovum.19

37. An ethics committee or some alternate form of ethical consultation should be available to 

assist by advising on particular ethical situations, by offering educational opportunities, 

and by reviewing and recommending policies. To these ends, there should be appropriate 

standards for medical ethical consultation within a particular diocese that will respect the 

diocesan�bishop’s�pastoral�responsibility as well as assist members of ethics committees to 

be familiar with Catholic medical ethics and, in particular, these Directives. 
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Issues in Care for the Beginning of Life 

Introduction 

 The�Church’s�commitment�to�human�dignity inspires an abiding concern for the sanctity of 

human life from its very beginning, and with the dignity of marriage and of the marriage act 

by which human life is transmitted. The Church cannot approve medical practices that 

undermine the biological, psychological, and moral bonds on which the strength of marriage 

and the family depends. 

Catholic� health� care� ministry� witnesses� to� the� sanctity� of� life� “from� the� moment� of�

conception�until�death.”�20 The�Church’s defense of life encompasses the unborn and the care 

of�women�and�their�children�during�and�after�pregnancy.�The�Church’s�commitment�to�life�is�

seen in its willingness to collaborate with others to alleviate the causes of the high infant 

mortality rate and to provide adequate health care to mothers and their children before and 

after birth. 

The Church has the deepest respect for the family, for the marriage covenant, and for the 

love that binds a married couple together. This includes respect for the marriage act by which 

husband and wife express their love and cooperate with God in the creation of a new human 

being. The Second Vatican Council affirms: 

This love is an eminently human one. . . . It involves the good of the whole person. . . . 

The actions within marriage by which the couple are united intimately and chastely are 

noble and worthy ones. Expressed in a manner which is truly human, these actions 

signify and promote that mutual self-giving by which spouses enrich each other with a 

joyful and a thankful will.21

Marriage and conjugal love are by their  nature  ordained  toward  the  begetting  

and  educating  of  children.  Children are really the supreme gift of marriage and 

contribute very substantially to the welfare of their parents. . . . Parents should 

regard as their proper mission the task of transmitting human life and educating those 

to whom it has been transmitted. . . . They are thereby cooperators with the love of 

God the Creator, and are, so to speak, the interpreters of that love.22

For legitimate reasons of responsible parenthood, married couples may limit the number 

of their children by natural means. The Church cannot approve contraceptive interventions 

that�“either�in�anticipation�of�the�marital�act,�or�in�its�accomplishment�or�in�the�development�

of its natural consequences, have the purpose, whether as an end or a means, to render 

procreation� impossible.”23 Such� interventions�violate�“the� inseparable�connection,�willed�by�

God . . . between the two meanings of the conjugal act: the unitive and procreative 

meaning.”24

With the advance of the biological and medical sciences, society has at its disposal new 

technologies for responding to the problem of infertility. While we rejoice in the potential for 
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good inherent in many of these technologies, we cannot assume that what is technically 

possible is always morally right. Reproductive technologies that substitute for the marriage 

act are not consistent with human dignity. Just as the marriage act is joined naturally to 

procreation, so procreation is joined naturally to the marriage act. As Pope John XXIII 

observed: 

The transmission of human life is entrusted by nature to a personal and conscious act and 

as such is subject to all the holy laws of God: the immutable and inviolable laws which 

must be recognized and observed. For this reason, one cannot use means and follow 

methods which could be licit in the transmission of the life of plants and animals.25
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Because the moral law is rooted in the whole of human nature, human persons, through 

intelligent reflection on their own spiritual destiny, can discover and cooperate in the plan of 

the Creator.26

Directives 

38. When the marital act of sexual intercourse is not able to attain its procreative purpose, 

assistance that does not separate the unitive and procreative ends of the act, and does not 

substitute for the marital act itself, may be used to help married couples conceive.27

39. Those techniques of assisted conception that respect the unitive and procreative meanings 

of sexual intercourse and do not involve the destruction of human embryos, or their 

deliberate generation in such numbers that it is clearly envisaged that all cannot implant and 

some are simply being used to maximize the chances of others implanting, may be used as 

therapies for infertility. 

40. Heterologous fertilization (that is, any technique used to achieve conception by the use of 

gametes coming from at least one donor other than the spouses) is prohibited because it is 

contrary to the covenant of marriage, the unity of the spouses, and the dignity proper to 

parents and the child.28

41. Homologous artificial fertilization (that is, any technique used to achieve conception using 

the gametes of the two spouses joined in marriage) is prohibited when it separates 

procreation from the marital act in its unitive significance (e.g., any technique used to 

achieve extracorporeal conception).29

42. Because of the dignity of the child and of marriage, and because of the uniqueness of the 

mother-child relationship, participation in contracts or arrangements for surrogate 

motherhood is not permitted. Moreover, the commercialization of such surrogacy 

denigrates the dignity of women, especially the poor.30

43. A Catholic health care institution that provides treatment for infertility should offer not 

only technical assistance to infertile couples but also should help couples pursue other 

solutions (e.g., counseling, adoption). 

44. A Catholic health care institution should provide prenatal, obstetric, and postnatal services 

for mothers and their children in a manner consonant with its mission. 

45. Abortion (that is, the directly intended termination of pregnancy before viability or the 

directly intended destruction of a viable fetus) is never permitted. Every procedure whose sole 

immediate effect is the termination of pregnancy before viability is an abortion, which, in its 

moral context, includes the interval between conception and implantation of the embryo. 

Catholic health care institutions are not to provide abortion services, even based upon the 

principle of material cooperation. In this context, Catholic health care institutions need to be 

Case 3:13-cv-02941-MAS-TJB   Document 200-3   Filed 09/07/18   Page 234 of 246 PageID:
 4584



19

Ethical and Religious Directives for Catholic Health Care Services, Sixth Edition

concerned about the danger of scandal in any association with abortion providers. 

46. Catholic health care providers should be ready to offer compassionate physical, 

psychological, moral, and spiritual care to those persons who have suffered from the 

trauma of abortion. 

47. Operations, treatments, and medications that have as their direct purpose the cure of a 

proportionately serious pathological condition of a pregnant woman are permitted when 

they cannot be safely postponed until the unborn child is viable, even if they will result in 

the death of the unborn child. 

48. In case of extrauterine pregnancy, no intervention is morally licit which constitutes a direct 

abortion.31

49. For a proportionate reason, labor may be induced after the fetus is viable. 

50. Prenatal diagnosis is permitted when the procedure does not threaten the life or physical 

integrity of the unborn child or the mother and does not subject them to disproportionate 

risks; when the diagnosis can provide information to guide preventative care for the mother 

or pre- or postnatal care for the child; and when the parents, or at least the mother, give 

free and informed consent. Prenatal diagnosis is not permitted when undertaken with the 

intention of aborting an unborn child with a serious defect.32

51. Nontherapeutic experiments on a living embryo or fetus are not permitted, even with the 

consent of the parents. Therapeutic experiments are permitted for a proportionate reason 

with the free and informed consent of the parents or, if the father cannot be contacted, at 

least of the mother. Medical research that will not harm the life or physical integrity of an 

unborn child is permitted with parental consent.33

52. Catholic health institutions may not promote or condone contraceptive practices but 

should provide, for married couples and the medical staff who counsel them, instruction 

both� about� the�Church’s� teaching�on� responsible�parenthood�and� in�methods�of�natural�

family planning. 

53. Direct sterilization of either men or women, whether permanent or temporary, is not 

permitted in a Catholic health care institution. Procedures that induce sterility are 

permitted when their direct effect is the cure or alleviation of a present and serious 

pathology and a simpler treatment is not available.34

54. Genetic counseling may be provided in order to promote responsible parenthood and to 

prepare for the proper treatment and care of children with genetic defects, in accordance 

with Catholic moral teaching and the intrinsic rights and obligations of married couples 

regarding the transmission of life. 
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Issues in Care for the Seriously Ill and Dying 

Introduction 

 Christ’s� redemption� and� saving� grace� embrace� the� whole� person,� especially� in his or her 

illness, suffering, and death.35 The Catholic health care ministry faces the reality of death with 

the confidence of faith. In the face of death—for many, a time when hope seems lost—the 

Church witnesses to her belief that God has created each person for eternal life.36

Above all, as a witness to its faith, a Catholic health care institution will be a community 

of respect, love, and support to patients or residents and their families as they face the reality 

of death. What is hardest to face is the process of dying itself, especially the dependency, the 

helplessness, and the pain that so often accompany terminal illness. One of the primary 

purposes of medicine in caring for the dying is the relief of pain and the suffering caused by it. 

Effective management of pain in all its forms is critical in the appropriate care of the dying. 

The truth that life is a precious gift from God has profound implications for the question 

of stewardship over human life. We are not the owners of our lives and, hence, do not have 

absolute power over life. We have a duty to preserve our life and to use it for the glory of 

God, but the duty to preserve life is not absolute, for we may reject life-prolonging procedures 

that are insufficiently beneficial or excessively burdensome. Suicide and euthanasia are never 

morally acceptable options. 

The task of medicine is to care even when it cannot cure. Physicians and their patients 

must evaluate the use of the technology at their disposal. Reflection on the innate dignity of 

human life in all its dimensions and on the purpose of medical care is indispensable for 

formulating a true moral judgment about the use of technology to maintain life. The use of 

life-sustaining technology is judged in light of the Christian meaning of life, suffering, and 

death. In this way two extremes are avoided: on the one hand, an insistence on useless or 

burdensome technology even when a patient may legitimately wish to forgo it and, on the 

other hand, the withdrawal of technology with the intention of causing death.37

The� Church’s� teaching� authority� has� addressed� the� moral� issues� concerning� medically�

assisted nutrition and hydration. We are guided on this issue by Catholic teaching against 

euthanasia,�which�is�“an�action�or�an�omission�which�of�itself�or by intention causes death, in 

order�that�all�suffering�may�in�this�way�be�eliminated.”�38 While medically assisted nutrition 

and hydration are not morally obligatory in certain cases, these forms of basic care should in 

principle be provided to all patients who need them, including patients diagnosed as being in a 

“persistent�vegetative�state”�(PVS),�because�even�the�most�severely�debilitated�and�helpless�

patient retains the full dignity of a human person and must receive ordinary and proportionate 

care. 

Directives 
55. Catholic health care institutions offering care to persons in danger of death from illness, 
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accident, advanced age, or similar condition should provide them with appropriate 

opportunities to prepare for death. Persons in danger of death should be provided with 

whatever information is necessary to help them understand their condition and have the 

opportunity to discuss their condition with their family members and care providers. They 

should also be offered the appropriate medical information that would make it possible to 

address the morally legitimate choices available to them. They should be provided the 

spiritual support as well as the opportunity to receive the sacraments in order to prepare 

well for death.

56. A person has a moral obligation to use ordinary or proportionate means of preserving his 

or her life. Proportionate means are those that in the judgment of the patient offer a 

reasonable hope of benefit and do not entail an excessive burden or impose excessive 

expense on the family or the community.39

57. A person may forgo extraordinary or disproportionate means of preserving life. 

Disproportionate�means�are�those�that�in�the�patient’s�judgment�do�not�offer�a�reasonable�

hope of benefit or entail an excessive burden, or impose excessive expense on the family 

or the community. 

58. In principle, there is an obligation to provide patients with food and water, including 

medically assisted nutrition and hydration for those who cannot take food orally. This 

obligation extends to patients in chronic and presumably irreversible conditions (e.g., the 

“persistent�vegetative�state”)�who�can�reasonably�be�expected�to�live�indefinitely�if�given�

such care.40 Medically assisted nutrition and hydration become morally optional when 

they cannot reasonably be expected�to�prolong�life�or�when�they�would�be�“excessively

burdensome for the patient or [would] cause significant physical discomfort, for example 

resulting from complications� in� the� use� of� the�means� employed.”�41 For instance, as a 

patient draws close to inevitable death from an underlying progressive and fatal condition, 

certain measures to provide nutrition and hydration may become excessively burdensome 

and therefore not obligatory in light of their very limited ability to prolong life or provide 

comfort. 

59. The free and informed judgment made by a competent adult patient concerning the use or 

withdrawal of life-sustaining procedures should always be respected and normally 

complied with, unless it is contrary to Catholic moral teaching. 

60. Euthanasia is an action or omission that of itself or by intention causes death in order to 

alleviate suffering. Catholic health care institutions may never condone or participate in 

euthanasia or assisted suicide in any way. Dying patients who request euthanasia should 

receive loving care, psychological and spiritual support, and appropriate remedies for pain 

and other symptoms so that they can live with dignity until the time of natural death.42

61. Patients should be kept as free of pain as possible so that they may die comfortably and 
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with dignity, and in the place where they wish to die. Since a person has the right to 

prepare for his or her death while fully conscious, he or she should not be deprived of 

consciousness without a compelling reason. Medicines capable of alleviating or suppressing 

pain may be given to a dying person, even if this therapy may indirectly shorten the person’s

life so long as the intent is not to hasten death. Patients experiencing suffering that cannot 

be alleviated should be helped to appreciate the Christian understanding of redemptive 

suffering. 

62. The determination of death should be made by the physician or competent medical 

authority in accordance with responsible and commonly accepted scientific criteria. 

63. Catholic health care institutions should encourage and provide the means whereby those 

who wish to do so may arrange for the donation of their organs and bodily tissue, for 

ethically legitimate purposes, so that they may be used for donation and research after 

death. 

64. Such organs should not be removed until it has been medically determined that the patient 

has died. In order to prevent any conflict of interest, the physician who determines death 

should not be a member of the transplant team. 

65. The use of tissue or organs from an infant may be permitted after death has been 

determined and with the informed consent of the parents or guardians. 

66. Catholic health care institutions should not make use of human tissue obtained by direct 

abortions even for research and therapeutic purposes.43
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Collaborative Arrangements with 

Other Health Care Organizations and Providers44

Introduction 

In and through her compassionate care for the sick and suffering members of the human family, 

the�Church�extends�Jesus’�healing�mission�and�serves�the�fundamental human dignity of every 

person�made�in�God’s�image�and�likeness.  Catholic health care, in serving the common good, 

has historically worked in collaboration with a variety of non-Catholic partners. Various factors 

in the current health care environment in the United States, however, have led to a multiplication 

of collaborative arrangements among health care institutions, between Catholic institutions as 

well as between Catholic and non-Catholic institutions. 

Collaborative arrangements can be unique and vitally important opportunities for 

Catholic health care to further its mission of caring for the suffering and sick, in faithful 

imitation of Christ.  For example, collaborative arrangements can provide opportunities for 

Catholic health care institutions to influence the healing profession through their witness to the 

Gospel of Jesus Christ. Moreover, they can be opportunities to realign the local delivery system 

to provide a continuum of health care to the community, to provide a model of a responsible 

stewardship of limited health care resources, to provide poor and vulnerable persons with more 

equitable access to basic care, and to provide access to medical technologies and expertise that 

greatly enhance the quality of care. Collaboration can even, in some instances, ensure the 

continued presence of a Catholic institution, or the presence of any health care facility at all, in a 

given area.

When considering a collaboration, Catholic health care administrators should seek first to 

establish arrangements with Catholic institutions or other institutions that operate in conformity 

with�the�Church’s�moral�teaching.��It�is�not�uncommon,�however,�that�arrangements with 

Catholic institutions are not practicable and that, in pursuit of the common good, the only 

available candidates for collaboration are institutions that do not operate in conformity with the 

Church’s�moral�teaching.��

Such collaborative arrangements can pose particular challenges if they would involve 

institutional connections with activities that conflict with the natural moral law, church teaching, 

or�canon�law.��Immoral�actions�are�always�contrary�to�“the�singular�dignity�of�the�human�person,�

‘the�only�creature�that�God�has�wanted�for�its�own�sake.’”45 It is precisely because Catholic 

health care services are called to respect the inherent dignity of every human being and to 

contribute to the common good that they should avoid, whenever possible, engaging in 

collaborative arrangements that would involve them in contributing to the wrongdoing of other 

providers. 

The Catholic moral tradition provides principles for assessing cooperation with the 

wrongdoing of others to determine the conditions under which cooperation may or may not be 
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morally�justified,�distinguishing�between�“formal” and�“material”�cooperation.��Formal

cooperation�“occurs�when�an�action,�either�by�its�very�nature�or�by�the�form�it�takes�in�a�concrete�

situation, can be defined as a direct participation in an [immoral] act . . . or a sharing in the 

immoral intention of the�person�committing�it.”46 Therefore, cooperation is formal not only when 

the cooperator shares the intention of the wrongdoer, but also when the cooperator directly 

participates in the immoral act, even if the cooperator does not share the intention of the 

wrongdoer, but participates as a means to some other end.  Formal cooperation may take various 

forms, such as authorizing wrongdoing, approving it, prescribing it, actively defending it, or 

giving specific direction about carrying it out.  Formal cooperation, in whatever form, is always 

morally wrong. 

The cooperation is material if�the�one�cooperating�neither�shares�the�wrongdoer’s�

intention in performing the immoral act nor cooperates by directly participating in the act as a 

means to some other end, but rather contributes to the immoral activity in a way that is causally 

related but not essential to the immoral act itself.  While some instances of material cooperation 

are morally wrong, others are morally justified.  There are many factors to consider when 

assessing whether or not material cooperation is justified, including: whether the�cooperator’s�act�

is morally good or neutral in itself, how significant�is�its�causal�contribution�to�the�wrongdoer’s�

act, how serious is the immoral act of the wrongdoer, and how important are the goods to be 

preserved or the harms to be avoided by cooperating.  Assessing material cooperation can be 

complex, and legitimate disagreements may arise over which factors are most relevant in a given 

case.  Reliable theological experts should be consulted in interpreting and applying the principles 

governing cooperation.  

Any moral analysis of a collaborative arrangement must also take into account the danger 

of�scandal,�which�is�“an�attitude�or�behavior�which�leads�another�to�do�evil.”47 The cooperation 

of a Catholic institution with other health care entities engaged in immoral activities, even when 

such cooperation is morally justified in all other respects, might, in certain cases, lead people to 

conclude that those activities are morally acceptable.  This could lead people to sin.  The danger 

of scandal, therefore, needs to be carefully evaluated in each case.  In some cases, the danger of 

scandal can be mitigated by certain measures, such as providing an explanation as to why the 

Catholic institution is cooperating in this way at this time. In any event, prudential judgments 

that take into account the particular circumstances need to be made about the risk and degree of 

scandal and about whether they can be effectively addressed. 

Even when there are good reasons for establishing collaborative arrangements that 

involve material cooperation with wrongdoing, leaders of Catholic healthcare institutions must 

assess whether becoming associated with the wrongdoing of a collaborator will risk undermining 

their�institution’s�ability�to�fulfill�its�mission�of�providing health care as a witness to the Catholic 

faith�and�an�embodiment�of�Jesus’�concern�for�the�sick.�They�must�do�everything�they�can�to�

ensure�that�the�integrity�of�the�Church’s�witness�to�Christ�and�his�Gospel�is�not�adversely�

affected by a collaborative arrangement. 
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In sum, collaborative arrangements with entities that do not share our Catholic moral 

tradition present both opportunities and challenges.  The opportunities to further the mission of 

Catholic health care can be significant.  The challenges do not necessarily preclude all such 

arrangements on moral grounds, but they do make it imperative for Catholic leaders to undertake 

careful analyses to ensure that new collaborative arrangements—as well as those that already 

exist—abide by the principles governing cooperation, effectively address the risk of scandal, 

abide�by�canon�law,�and�sustain�the�Church’s�witness�to�Christ�and�his�saving�message.

While the following Directives are offered to assist Catholic health care institutions in 

analyzing the moral considerations of collaborative arrangements, the ultimate responsibility for 

interpreting and applying of the Directives rests with the diocesan bishop. 

Directives 

67. Each diocesan bishop has the ultimate responsibility to assess whether collaborative 

arrangements involving Catholic health care providers operating in his local church involve 

wrongful�cooperation,�give�scandal,�or�undermine�the�Church’s�witness.��In�fulfilling�this�

responsibility, the bishop should consider not only the circumstances in his local diocese 

but also the regional and national implications of his decision. 

68. When there is a possibility that a prospective collaborative arrangement may lead to serious 

adverse consequences for the identity or reputation of Catholic health care services or entail 

a risk of scandal, the diocesan bishop is to be consulted in a timely manner.  In addition, the 

diocesan�bishop’s�approval�is�required�for�collaborative�arrangements�involving�institutions�

subject to his governing authority; when they involve institutions not subject to his 

governing authority but operating in his diocese, such as those involving a juridic person 

erected�by�the�Holy�See,�the�diocesan�bishop’s�nihil obstat is to be obtained. 

69. In cases involving health care systems that extend across multiple diocesan jurisdictions, it 

remains� the� responsibility�of� the�diocesan�bishop�of� each�diocese� in�which� the� system’s�

affiliated institutions are located to approve locally the prospective collaborative 

arrangement or to grant the requisite nihil obstat, as the situation may require.  At the same 

time, with such a proposed arrangement, it is the duty of the diocesan bishop of the diocese 

in�which�the�system’s�headquarters�is�located�to�initiate a collaboration with the diocesan 

bishops of the dioceses affected by the collaborative arrangement.  The bishops involved in 

this collaboration should make every effort to reach a consensus. 

70. Catholic health care organizations are not permitted to engage in immediate material 

cooperation in actions that are intrinsically immoral, such as abortion, euthanasia, assisted 

suicide, and direct sterilization.48

71. When considering opportunities for collaborative arrangements that entail material 

cooperation in wrongdoing, Catholic institutional leaders must assess whether scandal49

might�be�given�and�whether�the�Church’s�witness�might�be�undermined.��In�some�cases,�the�

risk of scandal can be appropriately mitigated or removed by an explanation of what is in 

fact being done by the health care organization under Catholic auspices. Nevertheless, a 
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collaborative arrangement that in all other respects is morally licit may need to be refused 

because� of� the� scandal� that�might� be� caused� or� because� the�Church’s�witness�might be 

undermined. 

72. The Catholic party in a collaborative arrangement has the responsibility to assess 

periodically whether the binding agreement is being observed and implemented in a way 

that is consistent with the natural moral law, Catholic teaching, and canon law. 

73. Before affiliating with a health care entity that permits immoral procedures, a Catholic 

institution must ensure that neither its administrators nor its employees will manage, carry 

out, assist in carrying out, make its facilities available for, make referrals for, or benefit 

from the revenue generated by immoral procedures. 

74. In any kind of collaboration, whatever comes under the control of the Catholic institution—

whether by acquisition, governance, or management—must be operated in full accord with 

the moral teaching of the Catholic Church, including these Directives. 

75. It is not permitted to establish another entity that would oversee, manage, or perform 

immoral procedures.  Establishing such an entity includes actions such as drawing up the 

civil bylaws, policies, or procedures of the entity, establishing the finances of the entity, or 

legally incorporating the entity.  

76. Representatives of Catholic health care institutions who serve as members of governing 

boards of non-Catholic health care organizations that do not adhere to the ethical principles 

regarding health care articulated by the Church should make their opposition to immoral 

procedures known and not give their consent to any decisions proximately connected with 

such procedures. Great care must be exercised to avoid giving scandal or adversely 

affecting the witness of the Church. 

77. If it is discovered that a Catholic health care institution might be wrongly cooperating with 

immoral procedures, the local diocesan bishop should be informed immediately and the 

leaders of the institution should resolve the situation as soon as reasonably possible. 
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Conclusion
 Sickness speaks to us of our limitations and human frailty. It can take the form of infirmity 

resulting from the simple passing of years or injury from the exuberance of youthful energy. It 

can be temporary or chronic, debilitating, and even terminal. Yet the follower of Jesus faces 

illness and the consequences of the human condition aware that our Lord always shows 

compassion toward the infirm. 

Jesus not only taught his disciples to be compassionate, but he also told them who should 

be the special object of their compassion. The parable of the feast with its humble guests was 

preceded� by� the� instruction:� “When� you� hold� a� banquet, invite the poor, the crippled, the 

lame, the blind” (Lk 14:13). These were people whom Jesus healed and loved. 

Catholic health care is a response to the challenge of Jesus to go and do likewise. Catholic 

health care services rejoice in the challenge to be Christ’s�healing�compassion�in�the�world�

and see their ministry not only as an effort to restore and preserve health but also as a spiritual 

service and a sign of that final healing that will one day bring about the new creation that is 

the ultimate fruit of�Jesus’�ministry�and�God’s�love�for us. 
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47. Catechism of the Catholic Church, no. 2284. 

48. While there are many acts of varying moral gravity that can be identified as intrinsically evil, in the 

context of contemporary health care the most pressing concerns are currently abortion, euthanasia, 

assisted�suicide,�and�direct�sterilization.�See�Pope�John�Paul�II’s�Ad�Limina�Address�to�the�bishops�

of Texas, Oklahoma, and Arkansas (Region X), in Origins 28�(1998):�283.�See�also�“Reply�of�the�

Sacred� Congregation� for� the� Doctrine� of� the� Faith� on� Sterilization� in� Catholic� Hospitals”�

(Quaecumque Sterilizatio), March 13, 1975, Origins 6 (1976): 33-35:� “Any� cooperation�

institutionally approved or tolerated in actions which are in themselves, that is, by their nature and 

condition, directed to a contraceptive end . . . is absolutely forbidden. For the official approbation of 

direct sterilization and, a fortiori, its management and execution in accord with hospital regulations, 

is a matter which, in the�objective�order,�is�by�its�very�nature�(or�intrinsically)�evil.”�This�directive�

supersedes�the�“Commentary�on�the�Reply�of�the�Sacred�Congregation�for�the�Doctrine�of�the�Faith�

on�Sterilization�in�Catholic�Hospitals”�published�by�the�National�Conference�of Catholic Bishops on 

September 15, 1977, in Origins 7 (1977): 399-400. 

49. See Catechism of the Catholic Church:�“Anyone�who�uses�the�power�at�his�disposal�in�such�a�way�

that it leads others to do wrong becomes guilty of scandal and responsible for the evil that he has 

directly�or�indirectly�encouraged”�(no.�2287).
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CERTIFICATION OF  
MONSIGNOR JOHN FELL 

(Electronically Filed Document) 

Monsignor John Fell hereby certifies as follows: 

1. I am currently the Episcopal Vicar for the Healthcare Apostolate for 

the Diocese of Metuchen.  I submit this Certification in support of defendants’ 

motion to dismiss the Amended Complaint to address issues raised with respect to 
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the relationship between the Roman Catholic Church (the “Church”) and Saint 

Peter’s Healthcare System (“Saint Peter’s”). 

2. I have been a priest of the Church for thirty years.  In addition, I 

obtained a Doctorate in Sacred Theology (specifically Moral Theology) from the 

Accademia Alfonsiana in Rome in 2002, with my dissertation in the area of 

biomedical ethics.   

3. I began my formal relationship with Saint Peter’s in 1989 when I was 

appointed by the Most Reverend Edward Hughes, who was the Bishop of 

Metuchen at that time, to the Ethics Committee and Infant Bioethics Committee of 

Saint Peter’s University Hospital (the “Hospital”).  I was subsequently appointed 

to the Board of Trustees for the Hospital in 1990, and continued to serve in these 

positions until 1998 when I started work on my Doctorate.  Upon finishing my 

Doctorate in 2002, I rejoined these roles at the Hospital.  

4. I currently serve on the Board of Governors for Saint Peter’s, the 

Board of Trustees for the Hospital, the Ethics Committee, the Infant Bioethics 

Committee, the Investment Committee, and the Retirement Plan Committee.

5. On March 1, 2010, the Most Reverend Paul G. Bootkoski, the then 

Bishop of Metuchen, appointed me as Episcopal Vicar for the Healthcare 

Apostolate for the Diocese of Metuchen (“Episcopal Vicar”) for a three year term, 

which he subsequently extended until December 31, 2015, and which was further 
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extended by The Most Reverend James F. Checchio, the current Bishop of 

Metuchen, until December 31, 2019.  A true copy of my appointment letter is 

attached hereto as Exhibit A.  As set forth more fully below, my primary role as 

Episcopal Vicar is to act as the Bishop’s liaison to ensure that Saint Peter’s retains 

its Catholic identity and conforms to the Church’s core tenets and values.  

Accordingly, I am directly and personally responsible, under the Bishop, for the 

Church’s oversight of Saint Peter’s and the Retirement Plan Committee, of which I 

am a member, and their adherence to Catholic tenets. 

Background of the Diocese of Metuchen and Saint Peter’s 

6. In 1981, Pope John Paul II established the Diocese of Metuchen (the 

“Diocese”).  The four counties that currently make up the Diocese were previously 

part of the Diocese of Trenton.  Like other diocesan bishops, the Bishop of 

Metuchen reports directly to the Holy See and is subject to the direct authority of 

the Holy See.   

7. The Diocese is a public juridic person under Roman Catholic Canon 

Law, meaning that it operates as an entity of the Church and exists to carry out the 

mission of the Church.  See Codex Iuris Canonici, Code c.113 § 2, c.114 § 1 

(1983).  All of the assets and property of the Diocese are considered ecclesiastical 

property owned by the Church.  Accordingly, certain property transactions that 

exceed a pre-approved amount must be approved by the Holy See.  Code c. 1292. 
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8. Since inception, Saint Peter’s has been governed by the Church.  The 

Diocese of Trenton founded and incorporated Saint Peter’s in 1907 and 1908, and 

religious orders, including the Grey Nuns of Montreal and the Sister of St. Joseph 

of Peace, were historically involved with staffing at Saint Peter’s. 

9. To advance the Church’s health ministries, the Diocese is the current 

sponsor of Saint Peter’s.  Saint Peter’s is incorporated as a nonprofit corporation 

under the New Jersey Nonprofit Corporation Law, N.J.S.A. 15A:1-1 et seq., with 

the Bishop as the sole member of the corporation.  Using his authority under 

Canon Law, and his authority as sole member of Saint Peter’s, the Bishop controls 

all aspects of Saint Peter’s performance of its mission to deliver health care to the 

community in accord with the teachings of the Church. 

10. On July 7, 2010, the Bishop issued a Decree that “establish[ed] as 

particular law for the Diocese of Metuchen the Fifth Edition of the United States 

Conference of Catholic Bishops’ Ethical and Religious Directives for Catholic 

Health Care Services.”  A true copy of the Bishop’s Decree, dated July 7, 2010, is 

attached hereto as Exhibit B, and a true copy of the Ethical and Religious 

Directives for Catholic Health Care Services (the “ERDs”) is attached to the 

Certification of Garrick Stoldt (the “Stoldt Cert.”), as Exhibit L. 

11. The ERDs are promulgated by the U.S. Conference of Catholic 

Bishops and provide both a reaffirmation of “the ethical standards of behavior in 
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health care that flow from the Church’s teaching about the dignity of the human 

person” and “authoritative guidance on certain moral issues that face Catholic 

health care today.”  (Stoldt Cert., Exhibit L, at 4).  As a result of the Bishop’s 

Decree, all Catholic health care institutions within the Diocese, including Saint 

Peter’s, are required to abide by the ERDs as Church law. 

Saint Peter’s Catholic Identity 

12. The Catholic identity of Saint Peter’s is evident in both the 

management of Saint Peter’s and in the day-to-day operations of Saint Peter’s. 

13. As detailed in the Certification of Garrick Stoldt, the sole member of 

Saint Peter’s is the Bishop of the Diocese of Metuchen, and the Bylaws of Saint 

Peter’s provide for the appointment of an Episcopal Vicar to the Board of 

Governors by the Bishop.  As noted in my appointment letter, the Episcopal Vicar 

receives the Bishop’s mandate “to act as [his] liaison with [Saint Peter’s], serving 

on its Board of Trustees [now its Board of Governors] and having primary 

responsibility for insuring the System’s Catholic identity and its conformity with 

the Church’s mission and core values.”  (See Exhibit A.)   

14. The purpose of the Episcopal Vicar position is therefore to act as an 

agent through whom the Bishop exercises his authority over Saint Peter’s and to 

assure that Saint Peter’s operates in accord with Catholic doctrine.  While I discuss 

matters of importance to Saint Peter’s with the Bishop when appropriate, the 
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Bishop remains directly involved with Saint Peter’s and communicates regularly 

with the management of Saint Peter’s. 

15. In accord with my mandate from the Bishop, I regularly attend and 

participate in meetings of the Saint Peter’s Board of Governors, the Hospital’s 

Board of Trustees, and the Retirement Plan Committee, and advise Saint Peter’s 

and the Retirement Plan Committee in matters related to the adherence to the 

ERDs.   

16. I am also an active member of the Ethics Committee and the Infant 

Bioethics Committee.  These two committees meet regularly to ensure compliance 

with the ERDs.  The Ethics Committee maintains a hotline that allows anyone to 

report a perceived violation of the ERDs at Saint Peter’s.  During Ethics 

Committee meetings, we discuss any reports to the hotline and determine the 

appropriate response.  The ethics committees continually review and revise the 

policies at Saint Peter’s to ensure compliance with the ERDs.  I have also provided 

a monthly class to the medical residents at Saint Peter’s on ethical teachings.

17. Thus, it is directly through my position as Episcopal Vicar that I 

ensure that the management of Saint Peter’s complies with the ERDs of the Church 

and retains its Catholic identity. 

18. The Catholic identity of Saint Peter’s is immediately visible upon a 

visit to the Hospital.  Catholic symbolism is present throughout the Hospital, 
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23. Saint Peter’s also has a Pastoral Care Department that works to ensure 

that the patients of Saint Peter’s have access to spiritual care, regardless of faith.  

This department coordinates clergy visits from various faiths in addition to 

ensuring that Catholic clergy and Eucharistic ministers are available to meet the 

needs of Catholic patients, including the provision of the sacraments of the sick 

and reconciliation and the arrangement of daily Mass at the Hospital.  In keeping 

with the ERDs, the Director of the Pastoral Care Department, recently retired, but 

working part-time, is Catholic.  (Stoldt Cert., Exhibit L, Directive 22.)  We are 

currently searching for a new full-time director. 

24. I am also a voting member of the Saint Peter’s Retirement Plan 

Committee.  All meetings of the Retirement Plan Committee begin with a prayer.  

Among other things, my responsibilities include representing the Bishop to make 

sure Catholic guidelines are following, including the ERDs and the U.S. 

Conference of Catholic Bishops’ Socially Responsible Investment Guidelines.

25. Saint Peter’s also remains financially accountable to the Diocese and 

to the Church.  Like most Catholic institutions, if Saint Peter’s seeks to engage in 

an alienation of property above a certain threshold (currently $7 million), Saint 

Peter’s must obtain permission from the Vatican prior to proceeding with that 

transaction.    
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26. I understand that the plaintiff in this case makes certain assertions 

regarding practices at Saint Peter’s that he believes are in contradiction to the 

teachings of the Church.  While the Certification of Garrick Stoldt provides a more 

detailed response to these claims, I would like to emphasize a few points that relate 

to the Church’s teachings.   

27. First, I understand that the plaintiff suggests that Saint Peter’s engages 

in practices that are in contradiction to the teachings of the Church by lacking any 

denominational requirement for its patients or clients, encouraging its patients to 

seek spiritual guidance in accordance with their own religious practices, and 

providing non-denominational chapels.  On the contrary, the pastoral care of all, 

regardless of religion, is part of the healthcare ministry of the Church. 

28. The ERDs specifically provide that a “Catholic institutional health 

care service is a community that provides health care to those in need of it.”  (Id., 

Directive 1.)  The ERDs also provide that “[a] Catholic health care organization 

should provide pastoral care to minister to the religious and spiritual needs of all 

those it serves,” and that “[a]ppropriate pastoral services and/or referrals should be 

available to all in keeping with their religious beliefs or affiliation.”  (Id., 

Directives 10 & 11.)  The comfort and the healing of the patients are the foremost 

priorities of Saint Peter’s, and thus, the patients should be allowed to practice their 

own faith while in the care of Saint Peter’s.   
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29. Second, I also understand that the plaintiff in this case suggests that 

the practice of Saint Peter’s to hire employees without regard to religion is also 

somehow contrary to the teachings of the Church.  This too is not correct.  The 

ERDs instruct us that “[a] Catholic health care institution must treat its employees 

respectfully and justly.  This responsibility includes: equal employment 

opportunities for anyone qualified for the task . . . . ”  (Id., Directive 7.)  This is in 

keeping with the Church’s social teachings, which also provide that discrimination 

in job opportunities should never be tolerated.  See United States Conference of 

Catholic Bishops, Economic Justice for All: Pastoral Letter on Catholic Social 

Teaching and the U.S. Economy (1986), at 17, a true copy of which is attached 

hereto as Exhibit C.  Similarly, with the exception of a few positions that are 

required to be filled by Catholics, the Diocese also does not discriminate on the 

basis of religion in its hiring of employees. 

30. Finally, I understand that the plaintiff criticizes Saint Peter’s for its 

collaborations with Drexel University, Children’s Hospital of Philadelphia, 

Rutgers Biomedical and Health Sciences, and Kean University.  However, as noted 

in the Certification of Garrick Stoldt, the ERDs specifically contemplate such 

partnerships and discuss the potential for benefits from such partnerships, 

including the furtherance of the Catholic health care mission to care for the sick 

and greater opportunities for the Church’s health institutions to influence the 
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UNITED STATES DISTRICT COURT 
DISTRICT OF NEW JERSEY 

LAURENCE KAPLAN, on behalf of 
himself, individually, and on behalf of all 
others similarly situated,  
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                       v. 

SAINT PETER’S HEALTHCARE 
SYSTEM, RETIREMENT PLAN 
COMMITTEE FOR THE SAINT 
PETER’S HEALTHCARE SYSTEM 
RETIREMENT PLAN, LESLIE D. 
HIRSCH, an individual, PAMELA 
TEUFEL, an individual, GARRICK 
STOLDT, an individual, LISA 
DRUMBORE, an individual, RONALD 
C. RAK, an individual, SUSAN 
BALLESTERO, an individual, and 
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United States District Judge 

ORDER GRANTING 
MOTION TO DISMISS 
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THIS MATTER having come before the Court by Sills Cummis & Gross 

P.C., attorneys for defendants Saint Peter’s Healthcare System, Retirement Plan 

Committee for the Saint Peter’s Healthcare System Retirement Plan, Leslie D. 

Hirsch, Pamela Teufel, Garrick Stoldt, Lisa Drumbore, Ronald C. Rak, and Susan 

Ballestero (collectively, the “Defendants”), on the Defendants’ Motion to Dismiss 

the Amended Complaint pursuant to Fed. R. Civ. P. 12(b)(1) and 12(b)(6), and the 

Court having reviewed and considered the motion and submissions of the parties,

and having heard oral argument, and it appearing to the Court that it lacks subject 

matter jurisdiction to hear the Amended Complaint’s ERISA claims and that the 

Amended Complaint fails to state a claim against the Defendants on which relief 

may be granted, and for good cause shown; 

IT IS on this                 day of                                   , 2018, 

ORDERED that the Defendants’ Motion to Dismiss the Amended 

Complaint is GRANTED and that the Amended Complaint be and hereby is 

dismissed in its entirety with prejudice.  

 __________________________________ 
     HON. MICHAEL A. SHIPP, U.S.D.J. 
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JEFFREY J. GREENBAUM, of full age, certifies that on the 7th day of 

September 2018, I caused a copy of the foregoing Notice of Motion, Memorandum 

of Law, Certification of Garrick Stoldt, Certification of Monsignor John Fell, and 

proposed form of Order, all in support of Defendants’ Motion to Dismiss the 

Amended Complaint Pursuant to Fed. R. Civ. P. 12(b)(1) and 12(b)(6) and Motion 

to Strike Pursuant to Fed. R. Civ. P. 12(f), to be served via CM/ECF on all counsel 

of record. 

I certify under penalty of perjury that the foregoing is true and correct. 

  s/ Jeffrey J. Greenbaum  
  JEFFREY J. GREENBAUM 

Dated: September 7, 2018 
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