U.S. Court In Tennessee Finds No Jurisdiction Over Physician’s Breach Of Contract Claims Against Hospital Asserting HCQIA Defense

A federal district court ruled May 19 that it lacked subject matter jurisdiction over a physician’s breach of contract and related claims against a hospital that suspended his medical staff privileges following a peer review audit of patient records.

In granting the plaintiff-physician’s motion to remand the case back to state court, the U.S. District Court for the Eastern District of Tennessee concluded the hospital’s potential defense that its actions complied with the federal Health Care Quality Improvement Act (HCQIA), 42 U.S.C. §§11101 et seq., did not confer federal question jurisdiction over the case.

Plaintiff, Dr. H. Cameron MacManus, filed his lawsuit after his medical staff privileges were suspended at Erlanger Bledsoe Hospital. MacManus had medical privileges at the hospital since 1994, but in March 2008 received a letter notifying him that his privileges had been suspended based on an audit of his patient charts.

MacManus sued Bledsoe County, which owns the hospital, as well as Chattanooga-Hamilton County Hospital Authority (Hospital Authority), the lessee and operator of the hospital (collectively, defendants). In his complaint, MacManus alleged various breach of contract claims, as well as tortious interference with contractual relationships and with prospective business advantages.

More specifically, MacManus asserted in his complaint that defendants’ medical staff bylaws were incorporated by reference into his employment contract, and that defendants, by conducting a “hurried audit” of patient charts, had failed to comply with the bylaws and consequently breached the contract. MacManus also requested  injunctive relief to restore his privileges, damages, and attorneys' fees.

After defendants removed the action to federal court, the district court sua sponte raised the issue of whether it had subject matter jurisdiction. Plaintiff then moved to remand the case to state court.

While defendant Bledsoe County did not oppose remand, defendant Hospital Authority filed an opposition brief arguing that the district court had jurisdiction over the case because the underlying dispute required the resolution of a substantial question of federal law (i.e., whether it conducted a proper "professional review action' pursuant to HCQIA prior to suspending MacManus’ privileges).

The district court explained that the “substantial federal question” doctrine applies to confer federal question jurisdiction over cases “where the vindication of a right under state law necessarily turn[s] on some construction of federal law.”

The district court then explained that the doctrine has three components: (1) the state law claim must necessarily raise a disputed federal question; (2) the federal interest in the issue must be substantial; and (3) the exercise of jurisdiction must not disturb the congressionally approved balance of state and federal judicial responsibilities.

Ultimately rejecting the hospital’s arguments for applying the doctrine in this case, the district court concluded that none of these three components was satisfied by the facts of the case.

Although acknowledging the Hospital Authority’s affirmative defense that the immunity provisions of HCQIA shielded it from liability for monetary damages, the district court noted “the long-standing principle of federal jurisdiction that the presence of a federal question in a defense does not confer subject matter jurisdiction on a federal court.”

After noting that the court may may have jurisdiction if the plaintifff must invoke HCQIA in order to establish an element of one of his causes of action, the court found that reference to HCQIA was not necessary to prove any element of plaintiff's claims.

“Because the Bylaws set forth their own administrative procedure[s] for handling the suspension of a doctor’s privileges, it appears that Plaintiff can establish all of the elements of his breach of contract claim without reference to the HCQIA,” by “simply showing that the Hospital Authority did not comply with procedures outlined in the Bylaws,” the court said.

While MacManus might be able to prove a breach of contract by showing that the Hospital Authority conducted an improper peer review under HCQIA, the district court said this was irrelevant where McManus could prove his breach of contract claims without reference to HCQIA.

The district court also found that McManus could prove all of the elements of his other claims without referencing or relying on HCQIA.

The district court further concluded that the Hospital Authority failed to show that the federal question in dispute was "substantial." The federal statute at issue, HCQIA, does not provide for a federal cause of action, the district court noted, and this is a “stong indicator that Congress did not intend for federal courts to have jurisdiction” over cases involving the statute.

From a practical standpoint, the district court said it was not convinced that it would be more valuable to litigants, in cases involving doctor’s privileges and the peer review process, to have a federal judge rather than a state judge preside over their cases. 
“If anything, state court judges are likely more familiar with the medical administrative procedures and general medical legal issues, the state courts being home to the vast majority of medical malpractice and other similar actions,” the court said.
Finally, the district court found that allowing the case to be litigated in federal court could upset the balance between the state and federal judiciaries, noting that MacManus’ claims are “traditional state-law actions.”

MacManus v. Chattanooga-Hamilton County Hosp. Auth., No. 1:08-cv-96 (E.D. Tenn. May 19, 2008).

