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Hospital lacks Standing to File Suit

T he U.S. District Court for the Western Dis-
trict of Wisconsin reversed itself and finds 
that the plaintiff hospital lacked standing to 

file suit against the defendant flexible benefit plan 
and insurance company because it had not re-
ceived a benefit assignment permitting it to do so.

The defendants included a flexible benefit plan 
sponsored by a realty company and three affili-
ates of a life and health insurance company, two 
of which were dismissed by the court as they were 
not proper defendants in the case. The plaintiff 
was a hospital that was under contract with the 
insurance company as a network provider.

The beneficiary son of a participant in the flex-
ible benefit plan obtained an MRI from the plain-
tiff to determine the cause of his gastrointestinal 
problems. The insurance company refused to pay 
most of the charges on the ground that the plain-
tiff did not precertify the procedure before it was 
performed. 

The plaintiff filed suit and asserted that the 
defendants improperly denied it benefits under 
the terms of the defendant flexible benefit plan, 
which is governed under the Employee Retire-
ment Income Security Act (ERISA). The plaintiff 
also contended that the administrative procedures 
the defendants employed to decide the plaintiff ’s 
administrative claim did not comport with ERISA 
Section 503 procedural requirements. 

The court notes that the U.S. Court of Appeals 
for the Seventh Circuit previously ruled that a 
provider becomes a beneficiary under an ERISA 
plan when a plan participant assigns the provid-

er its rights under the plan. However, the court 
finds that the plaintiff failed to demonstrate that 
it qualified as either a participant, beneficiary or 
fiduciary empowered to file suit under ERISA’s 
civil enforcement provisions. Even if the plain-
tiff produced evidence that it received an assign-
ment from the participant, the plan prohibited 
participants from assigning their claims to third 
parties.

The court acknowledges that in its prior ruling, 
the plaintiff qualified as a beneficiary entitled to 
bring a civil action under ERISA. However, at that 
time, the Seventh Circuit had not yet made a de-
cision in Pennsylvania Chiropractic Association v. 
Independence Hospital Indemnity Plan, Inc., which 
held that a provider’s right to direct payment 
under a plan does not make it a beneficiary en-
titled to bring suit under ERISA Section 502. The 
Seventh Circuit held that doctors’ and hospitals’ 
rights under their provider contracts with insurers 
are unrelated to an insured person’s rights under a 
benefit plan and the mere existence of the former 
does not give the provider any rights in the latter. 
To the extent the plaintiff has any rights, they are 
governed by its provider contract with the defen-
dant insurance company.

Accordingly, the court dismisses the plaintiff ’s 
claim with prejudice and enters judgment in the 
defendants’ favor.    

University of Wisconsin Hospital and Clinics Authority 
v. Kay Kay Realty Corp. Flexible Benefit Plan et al., No. 
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