Seattle Children’s Hospital Sues State Insurance Commissioner over Health Exchanges
With the initiation of open enrollment on October 1,
2013 for the Health Exchange Marketplace
(“Exchanges”) under the Affordable Care Act (ACA), in
addition to the technical difficulties encountered, the
government may face some other unintended
consequences during the rollout. Much of the preenrollment period was focused on marketing the
insurance choices that Exchanges would provide for
consumers, but this period virtually ignored the
potential consequences of the limits Exchanges would
impose on providers and hospitals. One provider,
Seattle Children’s Hospital (“Children’s”), filed a
lawsuit on October 4, 2013 against the Washington
State Office of the Insurance Commissioner because the
majority of plans approved for Exchanges do not
currently cover healthcare provided by the hospital.1
The majority of health plans available through the
Washington Healthplanfinder,2 the state’s new online
Health Exchange marketplace, do not include
Children’s under the list of covered providers. The
lawsuit demands that two of the health plans under the
Exchange—Molina Healthcare and Coordinated Care—
be withdrawn from available plan options due to narrow
provider coverage options, which excludes Children’s
as a covered entity.3 The two health plans under debate
are ironically among five companies that the state’s
insurance
commissioner
initially
disapproved
applications for due to issues with provider contracts;
both were later able to reach settlements during an
appeals process.4
Children’s, the only hospital in the region providing
certain pediatric and neonatal specialty services, e.g.,
level IV neonatal intensive care and solid organ
transplantation, argues that consumers’ access to certain
necessary medical services will be restricted as many
providers offered by the Exchanges do not include
Children’s in their network coverage. 5 In response,
Molina Healthcare noted that the plan includes two
children’s hospitals in-network, and they would partner
with Children’s given that appropriate agreements could
be settled between the two entities.6

Growth in the number of relatively narrow insurance
plan provider options flourished under the ACA, as
consumers prioritize the lower premiums offered by
plans with strict network restrictions compared to the
benefits of plans with higher premiums and wider
access to care. As a by-product of this trend, academic
medical centers and children’s hospitals, which tend to
be higher-cost providers, will likely suffer from network
exclusion in many Exchange plans.8 Pending the
outcome of the Children’s lawsuit, and any subsequent
legal action by providers, these side effects of the
Exchanges may have a greater negative impact on the
future of healthcare reform than ever expected.
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While Children’s was the first to take legal action to
address the increasing number of narrow networks
among Exchange plans, there is widespread concern
among hospitals nationwide regarding the implications
of the current infrastructure for insurance plans. 7
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
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