
 
 
 
 

MEDICARE 
ADVANTAGE 

Actions Needed to 
Enhance CMS 
Oversight of Provider 
Network Adequacy 

Report to Congressional Requesters 

August 2015 

GAO-15-710 

United States Government Accountability Office 

Accessible Version



 

  United States Government Accountability Office 
 

Highlights of GAO-15-710, a report to 
congressional requesters 

August 2015 

MEDICARE ADVANTAGE 
Actions Needed to Enhance CMS Oversight of 
Provider Network Adequacy 

Why GAO Did This Study 
MAOs contract with a network of 
providers to manage health care 
delivery to their enrollees. MAOs can 
initiate or terminate contracts with 
providers at any time for any reason. 
Recently, some MAOs have been 
narrowing their provider networks, 
prompting concerns about ensuring 
enrollee access to care and CMS’s 
oversight of MAO compliance with 
network adequacy criteria. 

GAO was asked to review how CMS 
ensures adequate access to care for 
MA enrollees. This report examines  
(1) how CMS defines network 
adequacy and how its criteria 
compares with other programs, (2) how 
and when CMS applies its criteria,  
(3) the extent to which CMS conducts 
ongoing monitoring of MAO networks, 
and (4) how CMS ensures that MAOs 
inform beneficiaries about 
terminations. GAO reviewed CMS and 
other guidance on network adequacy, 
federal regulations, and standards for 
internal control. GAO also interviewed 
CMS officials and representatives of 
medical associations and beneficiary 
advocacy groups, and analyzed CMS 
data on oversight of MAO provider 
networks for contract years 2013 
through 2015. 

What GAO Recommends 
The Administrator of CMS should 
augment oversight of MA networks to 
address provider availability, verify 
provider information submitted by 
MAOs, conduct more periodic reviews 
of MAO network information, and set 
minimum information requirements for 
MAO enrollee notification letters. HHS 
concurred with the recommendations. 

What GAO Found 
The Centers for Medicare & Medicaid Services (CMS) is the agency within the 
Department of Health and Human Services (HHS) responsible for overseeing the 
Medicare Advantage (MA) program—Medicare’s private plan alternative. Since 
2011, CMS has defined an adequate MA provider network as meeting two 
criteria: a minimum number of providers and maximum travel time and distance 
to those providers. To reflect local conditions, the requirements are specific to 
different county types and a range of provider types. However, the MA criteria do 
not reflect aspects of provider availability, such as how often a provider practices 
at a given location. In contrast, other network-based health programs use 
provider availability measures to assess network adequacy. For example, federal 
Medicaid managed care rules address providers’ ability to accept new patients 
and TRICARE criteria address appointment wait times for active duty 
servicemembers. Without taking availability into account, as is done in some 
other programs, MA provider networks may appear to CMS and beneficiaries as 
more robust than they actually are. 

CMS applies its network adequacy criteria narrowly. Rather than assessing all 
county-based provider networks against its criteria, CMS limits its annual 
application of the criteria to provider networks in counties that MA organizations 
(MAO)—private organizations that offer one or more health benefit plans—
propose to enter in the upcoming year. From 2013 through 2015, CMS’s reviews 
accounted for less than 1 percent of all networks. To facilitate its review of these 
networks, CMS has established standardized data collection via an automated 
system. However, CMS does little to assess the accuracy of the network data in 
applications MAOs submit, even though the submissions contain the same data 
elements as in provider directories, which have been shown to be inaccurate in a 
number of government and private studies. Until CMS takes steps to verify MAO 
provider information, as outlined in federal internal control standards, the agency 
cannot be confident that MAOs meet network adequacy criteria. 

For established provider networks, CMS does not require MAOs to routinely 
submit updated network information for review, but may learn of any adequacy 
issues through its broader oversight of MAOs. CMS recently required that MAOs 
disclose efforts to significantly narrow provider networks, allowing MAOs to 
determine when such disclosure is necessary. CMS also relies on complaints it 
receives to identify any problems related to network changes that are not 
otherwise identified. However, contrary to internal control standards, CMS does 
not measure ongoing MAO networks against its current MA criteria. Because a 
plan’s providers may change at any time, CMS cannot be assured that networks 
continue to be adequate and provide sufficient access for enrollees until the 
agency collects evidence of compliance on a regular basis. 

While CMS requires that MAOs give enrollees advance notice when a provider 
contract is terminated, the agency has not established information requirements 
for those notices and does not review sample notices sent to enrollees. This lack 
of scrutiny appears inconsistent with the agency’s oversight of other Medicare 
beneficiary communications and with internal controls. Without a minimum set of 
required information elements and a check on adherence to them, the agency 
cannot ensure that MAO communications are clear, accurate, and consistent.
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441 G St. N.W. 
Washington, DC 20548 

August 31, 2015

Congressional Requesters 

Depending on where they live, Medicare beneficiaries may enroll in fee-
for-service (FFS) Medicare or Medicare Advantage (MA)—under which 
private MA organizations (MAO) offer one or more health benefit plans.1 
In making this decision, beneficiaries typically face a trade-off between 
affordability and provider choice. In FFS Medicare, beneficiaries pay a 
premium, deductible, and any applicable cost sharing, and may elect to 
receive covered benefits from any Medicare participating provider. In 
contrast, beneficiaries who enroll in an MA plan receive Medicare covered 
services, sometimes with extra benefits, and often pay lower out-of-
pocket costs.2 MA enrollees’ choice of providers is generally limited to 
physicians, hospitals, and other providers that contract with their MAO. 
Enrollees that use the MAO’s network of providers typically incur lower 
overall copayments or coinsurance than those enrolled in FFS Medicare. 
In maintaining their networks, MAOs may take action to exclude providers 
from a network at any time throughout the year. 

Competition for enrollees provides MAOs with incentives to reduce 
expenses and control costs. Some MAOs have begun trimming existing 
networks or offering health plans with narrower networks, in which 
beneficiaries are limited to a smaller group of physicians and hospitals.3 
According to the trade association that represents MAOs, this may be 

                                                                                                                     
1On average, beneficiaries could choose from 18 MA plans in 2015. See Gretchen 
Jacobson, Anthony Damico, Tricia Neuman, and Marsha Gold, Medicare Advantage 2015 
Data Spotlight: Overview of Plan Changes (Washington, D.C.: Kaiser Family Foundation, 
December 2014). 
2MAOs are not required to cover hospice, which is covered through FFS Medicare, but 
MA plans may offer coverage for extra items and services, such as vision or dental care, 
or reduced cost sharing. MA enrollees must still pay the Medicare monthly premium. 
Some—but not all—MA plans charge a monthly premium in addition to the Medicare 
premium, while others offer a reduction on the Medicare premium. Also, MA plans have a 
yearly limit on out-of-pocket costs for medical services. 
3Research on cost trends among plans offered through health insurance marketplaces 
has shown that premiums have increased less for plans with narrow networks than for 
those with broad networks. See McKinsey Center for U.S. Health System Reform, 
Exchanges Year 2: New Findings and Ongoing Trends (December 2014). 
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done in order to shape a network of high-quality, low-cost care providers 
and to keep costs low for beneficiaries. MAOs may control costs by 
excluding providers who charge higher fees or by negotiating with a 
smaller set of providers for lower payment rates.
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4 According to industry 
representatives, narrower networks also allow MAOs to better monitor 
provider performance and impose guidelines more effectively.

However, some professional medical associations and beneficiary 
advocates have expressed concern about the narrowing of provider 
networks and how disruptive changes to networks can be for MA 
enrollees. Medical associations have questioned the way that MAOs 
identify less efficient providers and their lack of transparency in decisions 
to drop certain providers. Advocates note that beneficiaries are often 
unaware of how broad or narrow their MA plans’ provider networks are 
and experience confusion over which providers are participating in which 
plans. Because MA plans may not cover as much of the cost of services 
obtained from providers out of their networks, enrollees who obtain 
services from non-network providers could face higher out-of-pocket 
costs.5 Beneficiaries notified that their providers will be terminated from 
their MA plans’ networks may decide to disenroll from MA or switch to 
another MA plan during a designated period each year.6 However, even if 
their providers leave or are dropped from their MA plans’ networks 
outside of that period, beneficiaries typically have a limited ability to 
change their plan selections throughout the year. 

                                                                                                                     
4See National Academy of Social Insurance, Addressing Pricing Power in Health Care 
Markets: Principles and Policy Options to Strengthen and Shape Markets (Washington, 
D.C.: April 2015). 
5Some MAOs may cover a portion of the cost for out-of-network care, while others may 
not cover any of the costs. In addition, annual limits on out-of-pocket costs can be higher 
for out-of-network care. 
6A Kaiser Family Foundation study showed that many beneficiaries are hesitant to switch 
plans because the process is complex and frustrating, but for the few that did switch, 
maintaining care with a specific provider was sometimes the impetus. The study also 
found that, in general, beneficiaries selecting a plan consider premiums and out-of-pocket 
costs, access to providers, familiarity with the company, and drug coverage. See Gretchen 
Jacobson and Christina Swoope, Kaiser Family Foundation; and Michael Perry and Mary 
C. Slosar, PerryUndem Research and Communication, How Seniors Are Choosing and 
Changing Health Insurance Plans: Findings from Focus Groups with Medicare 
Beneficiaries (Washington, D.C.: Kaiser Family Foundation, May 2014). 



 
 
 
 
 

The Centers for Medicare & Medicaid Services (CMS)—the agency within 
the Department of Health and Human Services (HHS) that administers 
the Medicare program—contracts with MAOs to manage the care of MA 
enrollees. CMS established requirements for MA provider networks to 
ensure adequate access for enrollees to Medicare-covered services. 
CMS has also developed requirements and policies regarding which 
provider types must be included in plan networks, and when and how 
MAOs should notify the agency, providers, and enrollees if certain 
network reductions are imminent. In light of media reports about 
reductions in provider networks and the effect those reductions might 
have on access to care for MA enrollees, questions have been raised 
about CMS oversight of MA plans’ network adequacy. GAO was asked to 
report on how CMS ensures adequate access to care for MA enrollees. In 
this report, we examine 

1. how CMS defines network adequacy and how its criteria compare with 
those of other programs that have guidelines for managed care plans, 

2. how and when CMS applies its network adequacy criteria to MAOs, 

3. the extent to which CMS conducts ongoing monitoring of MAO 
network adequacy, and 

4. how CMS ensures that MAOs inform beneficiaries about network 
provider terminations and options for care. 

To examine MA network adequacy criteria, we reviewed CMS guidance 
and interviewed officials from CMS. We also interviewed representatives 
from an agency contractor—The Lewin Group (Lewin)—that developed 
and re-assesses the MA criteria. We reviewed the strengths and 
limitations of MA network adequacy criteria and compared them against 
other programs’ standards for network-based plans. To compare CMS’s 
MA criteria with other managed care guidelines, we compiled information 
on the quantitative, subjective, and other standards applicable to three 
federal health care programs and developed by one entity for state use 
(hereafter “programs”): 

Page 3 GAO-15-710  MA Provider Networks 



 
 
 
 
 

· the network adequacy model for states designed by the National 
Association of Insurance Commissioners (NAIC),
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· the federal network adequacy requirements applicable to qualified 
health plans (QHP) offered in the marketplaces established under the 
Patient Protection and Affordable Care Act (PPACA),8 

· the federal network adequacy requirements applicable to Medicaid 
managed care organizations,9 and 

· the federal network adequacy requirements applicable to TRICARE’s 
managed care health plan option.10

To examine CMS’s process for applying network adequacy criteria and 
also to determine the extent to which CMS conducts ongoing monitoring 
of MAOs’ network adequacy, we reviewed relevant CMS policy and 
procedure guidance for its staff. We also examined analyses conducted 
by Lewin with regards to CMS’s network adequacy oversight. In addition, 
we interviewed CMS officials responsible for MAO oversight and network 
adequacy policy, including officials at five regional offices directly 
responsible for conducting reviews of the MAO submissions. We also 
interviewed representatives from several primary and specialty care 

                                                                                                                     
7National Association of Insurance Commissioners, Managed Care Plan Network 
Adequacy Model Act #74 (Washington, D.C.: October 1996). NAIC is in the process of 
finalizing its updated model; for our analysis, we used the proposed revisions submitted to 
its committee on November 11, 2014. 
8PPACA required that by 2014 each state and the District of Columbia establish health 
insurance exchanges—referred to as marketplaces—that offer coverage through QHPs. In 
those states that elected not to establish and operate state-based marketplaces, the 
federal government was required to establish and operate federally-facilitated 
marketplaces. States may impose additional network adequacy requirements on the 
QHPs offered in these marketplaces. 
942 U.S.C. § 1396u-2(b)(5), 42 C.F.R. §§ 438.206, 438.207 (2014). Medicaid is a joint 
federal-state program that finances health care for low-income and medically needy 
individuals. Medicaid managed care organizations are similar to MAOs, but provide 
coverage for Medicaid enrollees. In addition to the federal regulations that set a floor for 
network adequacy standards, states can set additional network adequacy requirements 
for Medicaid managed care organizations. 
10The Department of Defense offers health care services to eligible beneficiaries, 
including active duty personnel and their dependents, and retirees and their dependents, 
through TRICARE. Generally speaking, TRICARE consists of three basic health plan 
options—TRICARE Prime (a managed care option), TRICARE Extra (a preferred provider 
organization option), and TRICARE Standard (a FFS option). TRICARE has adopted 
network adequacy standards for TRICARE Prime. See 32 C.F.R. § 199.17(p)(5) (2014). 



 
 
 
 
 

medical associations that have recently commented on MA network 
adequacy requirements, as well as beneficiary advocacy groups, and the 
trade association that represents MAOs to obtain their perspectives on 
CMS oversight.
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11 We reviewed the Standards for Internal Control in the 
Federal Government and identified explicit criteria against which to 
assess CMS policies.12 We also examined CMS data on MAO provider 
network adequacy determinations for contract years 2013 through 2015.13 
We assessed the reliability of CMS network adequacy data by 
interviewing agency officials knowledgeable about the data, reviewing 
related documentation, and performing electronic data testing for obvious 
errors and accuracy and completeness, where applicable. We determined 
that the data were sufficiently reliable for the purposes of this report. 

To examine how CMS ensures that MA enrollees are notified of provider 
terminations and options for care, we reviewed CMS policies and 
guidance for MAOs on network notification requirements and provider 
directories. We spoke with CMS central office and regional office officials 
to ascertain how CMS puts these policies into practice. We also 
interviewed medical associations and beneficiary advocacy groups to 
obtain their perspectives on plan communication about network changes. 
Finally, we reviewed federal regulations for MAOs and identified explicit 
criteria with regard to marketing activities—along with internal controls—
against which to assess CMS policies. 

                                                                                                                     
11We interviewed officials from the following medical associations: American Academy of 
Dermatology, American Academy of Family Physicians, American Academy of 
Ophthalmology, and American Society of Retina Specialists. The beneficiary advocacy 
group officials we spoke with were from the Center for Medicare Advocacy and the 
Medicare Rights Center. The trade association officials we spoke with were from 
America’s Health Insurance Plans. 
12See GAO, Standards for Internal Control in the Federal Government, 
GAO/AIMD-00-21.3.1 (Washington, D.C.: November 1999). 
13CMS establishes the policies and requirements for each contract year—which runs from 
January 1 to December 31—during the year prior to when the MA plans would be offered 
to enrollees. The CMS data include health maintenance organizations, preferred provider 
organizations, and other types of private health plans such as cost plans, Medical Savings 
Account plans, and Program of All-inclusive Care for the Elderly plans. We restricted our 
analysis to include only health maintenance organizations and preferred provider 
organizations because provider networks play a smaller role in other MA plan types. In 
2014 and early 2015, over 90 percent of all enrollees selected a health maintenance 
organization or a preferred provider organization. We also excluded from our scope 
pharmacy networks standards, which are subject to separate requirements under 
Medicare’s prescription drug program. 

http://www.gao.gov/products/GAO/AIMD-00-21


 
 
 
 
 

We conducted this performance audit from August 2014 to August 2015 
in accordance with generally accepted government auditing standards. 
Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our audit objectives. We believe that 
the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives.
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For the approximately 10,000 individuals who age into Medicare every 
day, the first opportunity to sign up for an MA plan may occur during their 
initial Medicare election period.14 After that, beneficiaries in FFS Medicare 
may enroll in MA—and MA beneficiaries may change their plan 
selection—during the annual election period from October 15 to 
December 7. Beneficiaries’ plan selections, effective January 1, are then 
“locked in” for that calendar year, with some exceptions.15 CMS grants 
certain special election periods (SEP) outside of the annual election 
period when beneficiaries may join MA or change their MA plan selection. 
For example, MA enrollees who move to states not served by their MA 
plans are entitled to an SEP to select new coverage.16 

By offering comprehensive coverage and limiting out-of-pocket costs, MA 
has attracted a substantial number of Medicare beneficiaries. As of May 
2015, nearly 16 million beneficiaries, or 30 percent of the Medicare 
population, were enrolled in approximately 3,800 plan options offered by 
about 500 MAOs.17 The Congressional Budget Office has projected that, 
as the Medicare-eligible population increases, MA enrollment will grow to 

                                                                                                                     
14In general, Medicare’s initial coverage election period begins 3 months before an 
individual becomes Medicare-eligible and extends 4 months after eligibility begins. 
15From January 1 to February 14, beneficiaries dissatisfied with their plan may disenroll 
from MA to enroll in FFS Medicare. 
16Other examples of SEPs include those for certain enrollees, such as dual-eligible 
beneficiaries who are allowed to change plans throughout the duration of their Medicaid 
eligibility. There is also an SEP that allows beneficiaries to enroll in the highest 
performing, or five-star, plans at any point during the year. 
17CMS Medicare Enrollment Data, 2015. 
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30 million beneficiaries, representing about 40 percent of Medicare, by 
2025.
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A fundamental characteristic of MA is that most plans direct enrollees to a 
limited network of health care providers. The size of a provider network 
may range from very narrow to fairly broad, depending on the type of 
plan, the area of the country, and local market characteristics. For 
example, in urban areas, competition may allow MAOs to recruit 
providers who are willing to offer discounts on their usual fees in order to 
be included in the network, providing easy access to an MAO’s many 
enrollees. However, in rural areas, MAOs may have difficulty organizing 
an adequate network due to the more limited supply of providers in those 
areas. To provide beneficiaries with wide access to MA plans, CMS 
network adequacy requirements take into account differences in 
utilization, patterns of care, and supply of providers in urban and rural 
areas. 

In building their networks, MAOs contract directly with providers. To 
establish or renew a contract, MAOs negotiate with providers to find 
agreed-upon payment rates, terms, and duration. MAOs can initiate 
contracts with providers at any point during the year and can also 
terminate contracts with network providers at any point. These 
terminations can be made “for cause,” for such things as a loss of license 
or breach in contract, or “without cause”—requiring no explanation for the 
termination.19 Under Medicare rules, MAOs must give providers written 
notice at least 60 days in advance of terminating them without cause and 
must offer providers a process for appealing contract terminations.20 CMS 
does not take part in those appeals.

To determine whether their current provider, or a provider they wish to 
use, participates in their MA plan network, beneficiaries commonly rely on 
provider directories. CMS has published a model directory template, 
which, though not mandatory, provides MAOs that use it with an 

                                                                                                                     
18Congressional Budget Office, Congressional Budget Office’s March 2015 Medicare 
Baseline (Washington, D.C.: March 2015). 
19According to medical associations we spoke with, most provider terminations are done 
without cause. 
2042 C.F.R. § 422.202(d) (2014). 

Provider Network 
Formation and Directories 



 
 
 
 
 

expedited agency review. MAOs are required to provide enrollees with 
paper directories and maintain current directories on their websites at all 
times. However, research has shown that provider directories issued by 
insurers often contain inaccurate information and, as a consequence, 
may mislead beneficiaries about their provider options. The following are 
examples:

· The HHS Office of Inspector General reported that 35 percent of 
1,800 primary care and specialty providers could not be found at the 
location listed by the selected Medicaid managed care 
organizations.
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· The California Department of Managed Health Care called physician 
offices listed in the provider directories for two large plans in the 
state’s PPACA marketplace. For Anthem Blue Cross, it found that 
12.5 percent of the listings had inaccurate locations and about  
13 percent of physicians did not take Anthem Blue Cross patients.  
For Blue Shield of California, it found that about 18 percent of the 
listings had inaccurate locations and about 9 percent of physicians  
did not take Blue Shield of California patients.22

· A study of 4,754 MA dermatology providers listed in directories of 
large MAOs in 12 metropolitan areas found that about 46 percent of 
the listings were duplicates and 8.5 percent of the unique providers 
had died, retired, or moved out of the area.23 

· Posing as patients, researchers phoned 360 in-network psychiatrists 
listed on a major insurer’s website and attempted to make 

                                                                                                                     
21Department of Health and Human Services, Office of Inspector General, Access to 
Care: Provider Availability in Medicaid Managed Care, OEI-02-13-00670 (Washington, 
D.C.: December 2014). 
22California Department of Managed Health Care, Final Report Non-Routine Survey of 
Blue Shield of California (Nov. 18, 2014) and Final Report Non-Routine Survey of Anthem 
Blue Cross (Nov. 18, 2014). 
23Jack S. Resneck, Aaron Quiggle, Michael Liu, and David W. Brewster, “The Accuracy of 
Dermatology Network Physician Directories Posted by Medicare Advantage Health Plans 
in an Era of Narrow Networks,” Journal of the American Medical Association Dermatology, 
vol. 150, no. 12 (December 2014). 



 
 
 
 
 

appointments. Sixteen percent of the telephone numbers were wrong 
and 15 percent of practices were not accepting new patients.
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Through the annual MAO contracting process, MAOs must attest to the 
regulatory requirement that they “maintain and monitor a network of 
appropriate providers that is supported by written agreements and is 
sufficient to provide adequate access to covered services to meet the 
needs of the population served.”25 These networks must also conform to 
the local pattern of health care delivery. MAOs that do not comply with 
CMS requirements for network adequacy or do not maintain complete 
and accurate provider directories may be subject to enforcement actions, 
including civil monetary penalties or enrollment sanctions.

Beginning with contract year 2011, CMS adopted network adequacy 
criteria designed to be more objective and defensible, as well as updated 
procedures for reviewing the criteria. Lewin analyzed utilization patterns 
and standards used by other entities, among other things, to develop the 
current criteria that CMS regional offices use in conducting their reviews 
of the MAO submissions.26 Lewin also revisits network adequacy criteria 
and CMS oversight processes annually, and provides recommendations 
for improvement, as needed. To update requirements for MAOs and its 
oversight of network adequacy, CMS sets forth new policies in its 
Medicare Managed Care Manual and Marketing Guidelines as well as in 
its annual Final Call Letter.27 For example, the 2015 Final Call Letter put 
forth several changes in network adequacy-related guidance, including a 
policy that allows an SEP when beneficiaries are affected by significant 
midyear provider network terminations initiated by MAOs without cause. 

                                                                                                                     
24Monica Malowney, Sarah Keltz, Daniel Fischer, and J. Wesley Boyd, “Availability of 
Outpatient Care from Psychiatrists: A Simulated-Patient Study in Three U.S. Cities,” 
Psychiatric Services, vol. 66, no. 1 (January 2015). 
2542 C.F.R. § 422.112(a)(1)(i) (2014). 
26Lewin tested the feasibility of its recommended MA network adequacy criteria in a 
sample of over 12 million beneficiaries across 97 areas nationwide. 
27CMS issues a Final Call Letter each year to set the subsequent contract year’s policies 
and requirements. To develop its Final Call Letter, CMS solicits public comments on 
proposed policies, outlined in its Advance Notice, from professional organizations, MAOs, 
advocacy groups, and others. 

Regulation of MA Network 
Adequacy 



 
 
 
 
 

Through its network adequacy criteria, CMS requires that MAOs have 
enough providers in their networks to ensure that enrollees can access 
care within specific travel time and distance maximums. The agency’s 
quantitative criteria take into account differences in utilization across 
provider types and patterns of care in urban and rural areas. However, 
contracting with a certain number and type of providers may not be the 
same as true provider availability—measured by appointment wait times, 
providers accepting new patients, or how often a provider practices at a 
particular location. To varying degrees, provider availability standards 
have been incorporated broadly into other programs and used in some 
states to more completely assess the adequacy of provider networks. 

 
Since 2011, CMS has defined an adequate MAO network as meeting two 
criteria: a minimum number of providers and maximum travel time and 
distance to those providers. These criteria are sensitive to local conditions 
in that they vary by type of provider and type of county.

· A minimum number of providers. To determine the minimum number 
of providers required, CMS considers such county-specific factors as 
the total number of Medicare beneficiaries and historical data on MA 
market share in similar counties. CMS sets minimum provider ratios 
per 1,000 beneficiaries by provider type in each county, for both 
primary care (including geriatrics and internal medicine) and specialty 
care (such as cardiology, gastroenterology, and oncology).
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28 These 
ratios differ by the county’s geographic designation as large metro, 
metro, micro, rural, or counties with extreme access considerations.

· Maximum travel time and distance. CMS’s time and distance  
criteria also vary substantially by provider type and county  
geographic designation.29 CMS developed these measures—such  
as 10 minutes/5 miles for primary care providers in large metro 

                                                                                                                     
28For acute inpatient hospitals, CMS sets a minimum number of required beds per 1,000 
beneficiaries. CMS does not apply ratios to other types of facilities or transplant programs. 
Instead, MAOs must have at least one of each type of facility or transplant program to 
demonstrate an adequate network. For care received from a non-network provider 
practicing in a network facility (such as a hospital anesthesiologist), beneficiary cost-
sharing is at in-network rates. Non-network providers participating in Medicare are not 
permitted to bill MA plan enrollees for any payment other than cost-sharing amounts. 
29Only large metro counties have specified travel time criteria; all county types have 
specified distance criteria. 

For MA Network 
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Include Provider 
Availability Standards 

CMS Established County-
Based Time and Distance 
Criteria for Determining 
Minimum Number of 
Providers Constituting an 
Adequate MA Network 



 
 
 
 
 

counties or 40 minutes/30 miles for primary care providers in rural 
counties—by juxtaposing beneficiary addresses with provider 
locations. At least 90 percent of beneficiaries in a county must have 
access to the appropriate number of providers within the required time 
and distance maximums. To count toward the threshold, network 
providers do not have to be located in the same county as 
beneficiaries as long as they are within the required proximity. 

Each year, CMS updates its network adequacy criteria for each county 
and provider type for the subsequent contract year. In advance  
of contract year 2016, CMS required that MAO networks comprise  
55 provider types, including 6 specific primary care provider types,  
26 specialty care types, and 23 facility types. For the minimum number  
of providers criterion, CMS counts each specialty care type separately, 
but counts all primary care provider types together as one group for 
mapping purposes. For example, in a metro county with nearly 32,000 
total Medicare beneficiaries, each MAO—regardless of the number of 
plan enrollees—must include in its network at least 7 primary care 
providers, 2 cardiologists, 2 general surgeons, and 1 of each of the 
remaining specialty care types. Each MAO in this metro county must also 
include 47 acute inpatient beds per 1,000 beneficiaries, and one of each 
of the facility and transplant program types. (For more information on 
CMS’s network adequacy criteria for contract year 2016, see app. I.) 

Health care researchers have noted that network adequacy criteria 
measured by provider type and geographic designation serve to protect 
beneficiary access while preserving MAO flexibility in provider network 
design.
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30 Furthermore, some researchers have pointed out that 
quantitative standards derived from sound research provide clarity and 
certainty, and level the playing field among insurers. In addition, the CMS 
regional office officials we spoke with expressed a preference for the 
current criteria. Before 2011, the criteria CMS used were more 

                                                                                                                     
30Sabrina Corlette and JoAnn Volk, Georgetown University Center on Health Insurance 
Reforms; and Robert Berenson and Judy Feder, The Urban Institute, Narrow Provider 
Networks in New Health Plans: Balancing Affordability with Access to Quality Care 
(Washington, D.C.: The Urban Institute, May 2014); National Academy of Social 
Insurance, Addressing Pricing Power in Health Care Markets: Principles and Policy 
Options to Strengthen and Shape Markets (Washington, D.C.: April 2015); and David 
Frankford and Sara Rosenbaum, “Go Slow on Reference Pricing: Why the Federal 
Agencies Have It Wrong on Regulations,” Health Affairs (Mar. 9, 2015), accessed  
March 13, 2015, http://healthaffairs.org/blog/2015/03/09/go-slow-on-reference-pricing-
why-the-federalagencies-have-it-wrong-on-regulations/. 



 
 
 
 
 

ambiguous and did not allow for the more objective and consistent 
application they do now. One beneficiary advocacy group we interviewed 
described the MA network adequacy criteria as acceptable and 
appropriate parameters for the program. 

However, some medical associations we spoke with and recent research 
by the HHS Office of Inspector General have noted shortcomings in 
CMS’s reliance on geography-based provider ratios. Medical associations 
stated that CMS does not obtain information on whether providers in 
MAO networks are accepting new patients or if the appointment wait 
times reasonably ensure that patients can see a provider in a timely 
manner.
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31 In commenting on CMS’s draft Call Letter for contract year 
2016, a number of medical associations collectively stated that a 
provider’s full-time equivalent status at a given location should be taken 
into account to ensure access to care without unreasonable delay. As the 
HHS Office of Inspector General recent study of Medicaid managed care 
standards found, when provider availability is not factored into network 
adequacy criteria, insurers may be able to meet network adequacy 
criteria even if their network providers are not readily available to all their 
enrollees.32

As noted by a Lewin representative, CMS’s priority in updating MA criteria 
has focused on the number and geographic distribution of providers over 
other measures of access. She noted, for example, the challenge in 
identifying network physicians who do not take new MA patients due to 
practice capacity constraints. Although physicians may choose to 
participate in multiple health plans or serve FFS patients, MAOs do not 
require that they report on their practice capacity—that is, the extent to 
which they contract with other MAOs or the size of their patient panel.33 
Without such data it is difficult to determine the number of potential 
beneficiaries providers could reasonably serve. 

Additionally, medical associations told us that CMS’s provider type 
classifications in the MA criteria mask distinctions within specialties that 

                                                                                                                     
31In addition, one beneficiary advocacy group we spoke with suggested that MA standards 
be improved by addressing enrollees’ transportation needs. 
32Access to Care: Provider Availability in Medicaid Managed Care, OEI-02-13-00670. 
33Beginning in contract year 2016, CMS will require that MAOs include in their directories 
whether providers are accepting new patients. 



 
 
 
 
 

could have consequences for how MAOs design their networks. The 
American Academy of Ophthalmology noted that MAOs do not make 
distinctions for retina or glaucoma specialties. Similarly, the American 
Society of Retina Specialists reported that it can be challenging for MA 
enrollees with certain eye conditions to receive treatment when MAOs are 
not required to include retina specialists in their networks. The American 
Academy of Dermatology said that dermatologists in plan networks may 
include subspecialists whose practices focus on certain populations, such 
as pediatric dermatology. Therefore, counting all specialists regardless of 
practice focus, as CMS’s criteria do, may overstate the actual number of 
specialists available to serve MA enrollees. Lewin acknowledged the 
difficulty in recognizing variation with medical subspecialties as the 
provider identification data used to establish ratios does not account for 
these type of breakdowns. For example, because retina specialists are 
not identified separately from other ophthalmologists in CMS data, there 
was no way for Lewin to develop subspecialty requirements.

 
Network adequacy standards in other managed care programs we 
examined cover a variety of approaches to setting network adequacy 
criteria and differ, to some extent, from MA criteria. To measure the 
adequacy of provider networks, these standards generally include 
aspects of provider availability, along with time and distance maximums 
and provider-to-enrollee ratios. Most of the programs—NAIC’s model act, 
PPACA marketplaces, and Medicaid managed care—establish minimum 
network requirements, with states having flexibility to impose additional 
standards.

Since 1996, NAIC has made available to states a model act for network 
adequacy. To update the model act, NAIC convened a group of state 
insurance regulators and other interested parties and expects to issue a 
new model act in 2015. The draft NAIC revised model suggests that 
states incorporate aspects of provider availability, such as wait times for 
visits with network providers. NAIC uses a subjective “reasonable access” 
standard instead of distinct time and distance maximums, which 
accommodates state differences in geographic accessibility and 
population dispersion. NAIC’s model act also suggests that states 
consider provider-to-enrollee ratios for primary and specialty care. While 
some groups, such as consumer advocates, called on NAIC to establish 
more quantitative requirements, it has chosen not to be as prescriptive as 
these groups recommend.
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QHPs offered in the PPACA marketplaces (whether state-based or 
federally facilitated) are subject to federal network adequacy standards, 
which CMS updates in annual rulemaking.
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34 CMS used the 1996 NAIC 
model act for network adequacy as the basis for the PPACA marketplace 
standards and intends to use the revised model to update requirements 
applicable to QHPs. States may also impose additional network adequacy 
requirements on QHPs. Federal rules for PPACA marketplaces do not 
address network provider availability.35 Federal regulations do specify that 
services be accessible without unreasonable delay, but do not include 
any maximum time or distance requirements. Also, federal regulations do 
not set any provider-to-enrollee ratios, although QHPs are generally 
required to contract with a sufficient number of essential community 
providers, such as federally qualified health centers and other providers 
that serve predominately low-income, underserved populations.36 A 2015 
Commonwealth Fund study of plans in PPACA marketplaces found that 
23 states have quantitative time or distance criteria, while fewer states 
have quantitative criteria for appointment wait times (11 states) and 
provider-to-enrollee ratios (10 states).37 

Medicaid managed care organizations are subject to broad federal 
network adequacy requirements, and states may impose additional or 
more specific standards.38 Federal law generally requires a Medicaid 

                                                                                                                     
34For those QHPs offered through the federally-facilitated marketplaces, CMS also issues 
more specific network adequacy criteria applicable to such plans through an annual letter 
directed to issuers in these marketplaces. 
35Beginning in 2016, QHPs will be required to include in their provider directories whether 
providers are accepting new patients; however, networks will not be subject to provider 
availability requirements. See 80 Fed. Reg. 10,750, 10,873 (Feb. 27, 2015) (to be codified 
at 45 C.F.R. § 156.230(b)). 
36For those QHPs offered in the federally-facilitated marketplace, CMS considers a QHP 
network that includes at least 30 percent of available essential community providers to 
meet this requirement. CMS recently revised its essential community provider contracting 
requirements and has indicated that it expects to make further changes in subsequent 
years. 80 Fed. Reg. at 10,833 (to be codified at 45 C.F.R. § 156.235). 
37In addition, three states have taken action to add various quantitative requirements in 
2015. Justin Giovannelli, Kevin W. Lucia, and Sabrina Corlette, Implementing the 
Affordable Care Act: State Regulation of Marketplace Plan Provider Networks (New York: 
Commonwealth Fund, May 2015). 
38States are responsible for overseeing compliance with federal network adequacy 
requirements. 42 C.F.R. § 438.202(a) (2014). 



 
 
 
 
 

managed care organization to provide adequate assurances it has 
sufficient capacity to serve expected enrollment in its service area. 
Federal Medicaid regulations contain standards covering different aspects 
of network adequacy, but do not include any quantitative measures. To 
address provider availability, regulations require that states consider the 
numbers of network providers who are not accepting new Medicaid 
patients. While the rules do not set specific time and distance maximums, 
regulations point to other access considerations—means of transportation 
and physical access to care for individuals with disabilities. Additionally, 
the law does not set specific provider-to-enrollee ratios, but requires that 
states consider other aspects that would factor into a ratio, including 
anticipated enrollment, expected utilization, and number and types of 
providers required to furnish services. In a review of 33 states with 
Medicaid managed care programs, the HHS Office of Inspector General 
reported that states typically set standards for appointment wait time, 
travel time and distance, as well as provider-to-enrollee ratios.
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39 These 
requirements varied widely among the states reviewed, with some 
differentiation by provider type (primary or specialty care) and location 
(urban or rural). For example, the states ranged from a maximum 
appointment wait time for a routine primary care visit of 10 business days 
in California and Pennsylvania to 45 calendar days in Massachusetts and 
Minnesota. CMS recently issued a proposed rule that would amend 
current Medicaid managed care standards to reduce variation in how 
states evaluate and define network adequacy, and would impose 
minimum time and distance standards for certain types of providers.40 

TRICARE’s managed care access standards generally have a more 
quantitative approach. To address provider availability, TRICARE sets 
appointment wait time limits for routine visits, well-patient visits or 
specialty care referrals, and urgent care.41 TRICARE standards set 

                                                                                                                     
39The HHS Office of Inspector General also found that CMS provides limited oversight of 
these access standards. Specifically, only 8 of the 33 states it examined conducted tests 
to assess whether Medicaid beneficiaries’ access to care met their standards. Department 
of Health and Human Services, Office of Inspector General, State Standards for Access to 
Care in Medicaid Managed Care, OEI-02-11-00320 (Washington, D.C.: September 2014). 
4080 Fed. Reg. 31,097, 31,145, 31,275 (June 1, 2015) (proposing to amend 42 C.F.R.  
pt. 438). 
41TRICARE standards also require that office wait times in nonemergency circumstances 
do not exceed 30 minutes, except when emergency care is being provided to patients, 
and the normal schedule is disrupted. 



 
 
 
 
 

maximum travel times at 30 minutes for primary care and 1 hour for 
specialty care under normal circumstances. The only aspect of network 
adequacy standards that TRICARE does not set specific requirements for 
are provider-to-enrollee ratios, where TRICARE generally requires a 
sufficient number and mix of specialists to reasonably meet the 
anticipated needs of enrollees. 

The inclusion of provider availability in other programs’ network adequacy 
requirements suggests CMS may be missing a key element for 
measuring access. In addition, recent health care research we examined 
and representatives of medical associations we spoke with have 
suggested that provider availability is a key element for measuring access 
to care, which most network-based programs have broadly incorporated 
into federal standards, state standards, or both. While the federal or 
nationwide requirements are largely broad and subjective, some states 
have set more quantitative criteria. MA criteria are more robust than those 
of other programs in terms of distinct travel time and distance for a 
defined set of providers, but CMS does not assess whether those 
providers are truly available to enrollees. CMS’s goal has been to set 
objective measures of network adequacy. Certain programs or states 
have demonstrated that quantifiable criteria can also extend to measures 
of provider availability, such as appointment wait time limits. 

 
One of CMS’s key MA oversight responsibilities is to ensure that MAOs 
maintain a network of providers sufficient to meet the needs of all their 
enrollees. However, CMS limits its annual application of its network 
adequacy criteria to only those provider networks in counties that MAOs 
propose to enter in the upcoming year—less than 1 percent of all 
networks. To facilitate its review of these networks, CMS has established 
standardized data collection via an automated system. However, the 
agency performs minimal validation of network data. MAO applicants 
cannot serve counties without meeting all network criteria, but they may 
seek—and often receive—exceptions from CMS. 
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While CMS has established criteria defining network adequacy, the 
agency does not ensure that every network is meeting its current 
requirements. Instead, it has chosen to collect data for only a minimal 
subset of MAO networks during the annual application process. Rather 
than assessing all MAO county-based provider networks against its 
network criteria, CMS limits its use of the criteria by focusing exclusively 
on networks in counties that MAOs propose to enter in the upcoming 
year. During the annual MA application process, CMS’s criteria are only 
applied against proposed networks, not networks in counties that MAOs 
already serve. For contract years 2013 through 2015, the agency 
reviewed over 9,000 proposed networks. CMS approved about half of 
these networks, while the rest were either withdrawn by MAOs or denied 
by CMS.
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42 (See table 1.) The approval rate varied greatly across the  
10 CMS regional offices, ranging from 68 percent at the Atlanta regional 
office to 22 percent at the San Francisco regional office. 

Table 1: Number of Proposed Medicare Advantage Organization (MAO) County-
Based Provider Networks Reviewed by the Centers for Medicare & Medicaid 
Services (CMS) for Adequacy and the Approval Rate, Contract Years 2013 through 
2015 

Contract year 2013 2014 2015 Total 
Number of proposed MAO provider networks 
reviewed for adequacy 

3,051 2,999 3,029 9,079 

Percentage of proposed MAO provider networks 
approved by CMS 

61.7% 47.0% 47.0% 51.9% 

Source: GAO analysis of CMS data.  |  GAO-15-710 

Notes: While there are several types of MAOs, we restricted our analysis to health maintenance 
organizations and preferred provider organizations because provider networks play a small role, if 
any, for other plan types. 
Each contract year begins on January 1. 

The proposed county-based provider networks that CMS approves 
constitute a fraction of MAO networks and account for a small percentage 
of enrollees. For contract years 2013 through 2015, new provider 
networks comprised 0.38 percent of all networks and served 1.99 percent 
of all MA enrollees during their initial year of operation (see table 2). The 
small scope of CMS’s network adequacy reviews raise questions as to 

                                                                                                                     
42At any point during the application process, MAOs may withdraw applications for various 
reasons, such as competition from other MAOs, financial feasibility, and uncertainty about 
application outcomes. 

CMS’s Reviews of MAO 
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the agency’s internal controls. For an agency to achieve its objectives, 
federal internal control standards provide that management must obtain 
relevant data in a timely manner based on identified information 
requirements.
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43 However, CMS only collects network information for 
proposed MAO networks during the annual application process. 

Table 2: Percentage of Medicare Advantage Organization (MAO) County-Based 
Provider Networks Approved by the Centers for Medicare & Medicaid Services 
(CMS) and Enrollees in Those Networks, Contract Years 2013 through 2015 

Contract year 2013 2014 2015 Total 
Percentage of all MAO provider networks 
approved annually 

0.48% 0.30% 0.37% 0.38% 

Percentage of all enrollees in MAO provider 
networks approved annually 

1.62% 1.15% 3.09% 1.99% 

Source: GAO analysis of CMS data.  |  GAO-15-710 

Notes: While there are several types of MAOs, we restricted our analysis to health maintenance 
organizations and preferred provider organizations because provider networks play a small role, if 
any, for other plan types. 
Each contract year begins on January 1. 

 
CMS has established a standardized process for collecting data on 
proposed county-based MAO provider networks. Each January, CMS 
posts on its website Health Services Delivery (HSD) reference tables that 
contain network adequacy criteria thresholds for each county. CMS 
requires MAO applicants to report network data using the HSD table 
format and transmit the data through the Health Plan Management 
System (HPMS)—the primary communication tool between CMS and 
MAOs. The HSD table template has fields to record each network  
provider’s name, address, provider type, medical affiliation, and 
employment status.44 Before submitting their applications to CMS in 
February, MAOs are able to determine the adequacy of their provider 
networks by comparing their HSD table data against the thresholds in the 
HSD reference tables. For example, MAOs planning to enter Cook  

                                                                                                                     
43GAO/AIMD-00-21.3.1. 
44CMS asks MAOs to indicate if primary care providers are accepting new patients, but 
does not use this information in its application approval process. 

For Networks Subject to 
Adequacy Assessments, 
CMS Uses an Automated 
Review Process but 
Performs Minimal Data 
Validation 

January 
CMS posts the network adequacy criteria 
thresholds for each county on its website. 
Source: GAO.  |  GAO-15-710 

February 
New MAOs or those applying to serve 

http://www.gao.gov/products/GAO/AIMD-00-21


 
 
 
 
 

County, Illinois, for contract year 2016 know from the HSD reference 
tables that they need at least 92 primary care providers within 10 minutes 
or 5 miles from at least 90 percent of beneficiaries’ homes in that county, 
and also know the thresholds for all other required provider types. If 
MAOs do not meet all the thresholds in Cook County, they may choose, 
among other options, to contract with more providers to build an adequate 
network or to not enter that county.
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45 

After MAOs submit their applications, CMS evaluates their provider 
networks using an automated system. Through HPMS, CMS performs 
automated checks, which rely on the HSD reference tables, to determine 
whether provider networks meet each threshold and then generates two 
reports on the data errors detected.46 One report lists problematic address 
information, such as blank fields, duplicative records, and street 
addresses and zip codes that are not recognized by the system. The 
other HPMS report lists all providers shown as supporting the threshold 
for more than one type of specialty care within a given network.47 CMS 
regional office officials praised the automated checks for being far more 
thorough than the manual review process used before contract year 2011 
and for requiring significantly less of their time.48 Beyond these system-
generated reports, CMS does little else to assess the accuracy of the 
HSD data that MAOs submit. 

                                                                                                                     
45MAOs may continue contracting with providers throughout the application process. 
46HPMS generates three other related reports. The automated criteria check report allows 
MAOs to determine whether their networks meet or fail the criteria thresholds for each 
provider type by county within an application. The zip code report for failed counties lists a 
breakdown of the automated checks by zip code, which MAOs can use to identify where 
they need to add more providers. The exceptions report contains information on all 
requested exceptions to the network criteria within an application. 
47Lewin found that it has been difficult for some MAOs to classify single-specialty and 
multispecialty providers on the HSD tables and for CMS reviewers to verify multiple 
subspecialties and providers that may practice in multiple capacities. In 2014, Lewin 
recommended that CMS enhance its guidance on linking HSD taxonomy codes to 
specialties and further clarify what MAOs and reviewers should do when a provider has 
more than one specialty. While CMS has yet to implement this recommendation, agency 
officials noted that they are working to implement it for contract year 2017. 
48The automated criteria checks allow CMS regional office staff to focus on other aspects 
of the application process. As of July 2014, CMS estimated that 13.3 full-time equivalent 
staff reviewed MA applications—only a portion of which involves network adequacy. 

additional counties use a CMS template to 
submit data on their provider networks in 
those counties. 
Source: GAO.  |  GAO-15-710 

February-March 
CMS's automated system evaluates MAOs' 
provider network data against network 
adequacy criteria thresholds. 
Source: GAO.  |  GAO-15-710 



 
 
 
 
 

While the HPMS reports identify certain data errors and anomalies, 
challenges remain with verifying MAO provider network data submissions. 
In its review of provider submissions, Lewin raised concerns about the 
validity of addresses in the HSD tables and the overstatement of 
beneficiary access.
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49 In addition, CMS and MAOs both told Lewin they 
had difficulty verifying provider data. They noted that commonly used 
verification resources, such as public Medicare websites for comparing 
physicians or hospitals against quality and cost ratings, often contain 
incorrect data due to lags in updates and poor provider self-reporting. To 
address these concerns, Lewin recommended that CMS develop data 
verification tools to facilitate the accuracy and consistency of application 
data submissions and HSD table reviews and include more information 
on the strengths and limitations of commonly used verification resources 
in its standard operating procedures. While CMS officials said they 
developed a tool during the contract year 2015 application cycle to 
facilitate the consistency of submissions, they told us they have no plans 
to develop additional tools to determine the accuracy of submissions or 
add information to the standard operating procedures.

Federal internal controls call for management to obtain relevant data that 
have a logical connection with, or bearing upon, identified information 
requirements; be reasonably free from error and bias; and faithfully 
represent what they purport to represent. For effective monitoring, 
management must also evaluate the reliability of data sources.50 
However, CMS does not check the HSD data against other data sources 
to identify inconsistencies and other indications of error. Officials from one 
CMS regional office questioned the purpose of cross-checking the HSD 
data, but officials from another regional office noted that they occasionally 
call providers and perform Internet searches to verify the data. The lack of 
data validation is notable because provider directories, which contain the 
same elements as the HSD data, have been proven to be inaccurate, as 

                                                                                                                     
49In 2014, Lewin reviewed a random sample of 1,900 providers and found that the sample 
included more than 7,000 different addresses, even though the providers practiced at only 
2,475 addresses. The inaccurate addresses were typically for office locations where the 
provider did not practice or hospitals where the provider did not hold office visits. On the 
basis of its findings, Lewin recommended that CMS phase in a maximum threshold for the 
number of locations allowed per provider on the HSD tables for contract years 2016 and 
2017. CMS did not implement this recommendation for contract year 2016, but agency 
officials told us they are working to implement it for contract year 2017. CMS has yet to 
determine what the threshold will be. 
50GAO/AIMD-00-21.3.1. 

http://www.gao.gov/products/GAO/AIMD-00-21


 
 
 
 
 

previously discussed. Because the HSD data and provider directories are 
populated from the same source, according to the trade organization that 
represents MAOs, the HSD data likely contain the same inaccuracies.

Inaccuracies in provider directories—and, as an extension, HSD tables—
may be attributable to both MAOs and providers. According to the trade 
organization that represents MAOs, it is a challenge for health plans to 
ensure that provider directories are up-to-date and accurate because 
providers often do not notify the plans of changes, such as retirements 
and office relocations, in a timely manner. The American Academy of 
Dermatology representatives explained that MAOs are responsible for 
updating provider directories, in part because MAOs use networks to 
attract consumers and sell their insurance policies. Representatives from 
two medical associations reported that they were not aware of any MAO 
contract requirements regarding updates to directory information. The 
American Academy of Ophthalmology representatives told us that most 
providers inform MAOs of address changes, for example, but such 
notices are not always acted upon by the MAOs. To eliminate the hassle 
of notifying multiple MAOs of changes in office hours or locations, the 
representatives proposed the construction of an electronic portal 
accessible by all health plans to allow providers to update their 
information in one place. Medical association representatives also 
contended that MAOs are in a better position to detect when directories 
need to change, because the absence of claims for a specific period, 
such as 30 days, would indicate whether a provider has, for example, 
moved or died. In CMS’s 2016 Final Call Letter, the agency reported 
plans to conduct direct monitoring of online provider directories to verify 
the information MAOs include about network providers. The agency also 
indicated it will consider requiring MAOs to provide, and regularly update, 
network information in a standardized, electronic format for eventual 
inclusion in a nationwide provider database readily available to 
beneficiaries and others. 
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CMS allows MAOs whose proposed networks fail to meet the adequacy 
criteria for a particular provider type in a county to request an exception 
from the criteria. After completing the automated checks, CMS provides 
an opportunity in March to MAOs whose provider networks did not pass 
the checks to request exceptions from its network criteria along with a 
justification. If MAOs’ provider networks do not initially pass the 
automated checks, CMS notifies them and requests updated data, if 
applicable. HPMS then generates a report that MAOs can use to prepare 
exception requests for each provider type deemed insufficient. According  
to CMS, exceptions are intended to be granted under limited 
circumstances, primarily when its network criteria are not in line with local 
patterns of care. CMS’s standard operating procedure for reviewing 
exceptions states that they may be allowed when an insufficient number 
of providers are located in or near the county, the pattern of care in the 
county does not support the need to have the required number of 
providers, or the services of the provider type can be rendered by another 
provider type. 

For each exception request, CMS requires MAOs to submit a detailed 
plan for ensuring access to the services of the provider type for which the 
exception is being made. MAOs must identify non-contracted providers in 
or near the county, explain why they have not contracted with those 
providers, specify the local patterns of care issues they identified, 
propose another provider type to offer services, and describe each data 
source used. Along with this information, MAOs must upload in HPMS 
lists of the network providers that can provide the services of the provider 
type and the closest network providers of the provider type. CMS’s policy 
is that an MAO’s refusal to contract with a provider or a provider’s refusal 
to contract with an MAO is not a valid reason for an exception.

In April, regional offices—which CMS officials said best understand their 
markets—review and grant exception requests on a case-by-case basis. 
Regional office reviewers manually scrutinize each request for the 
counties in their region. While the Atlanta, Boston, Kansas City, and 
Philadelphia regional offices approved all the exception requests they 
reviewed during contract years 2013 through 2015, the San Francisco 
and Seattle regional offices each approved approximately 80 percent. 
According to the reviewers we interviewed, it can take 5 minutes to up to 
a day to review each one, depending on the experience and workload of 
the reviewer, the complexity and thoroughness of the exception request, 
and the availability of providers in a county. The reviewers may use 
Internet search engines and mapping tools to confirm whether providers 
are at the listed location and may call providers to determine the local 
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March 
MAOs whose provider networks do not meet 
CMS’s network adequacy criteria are able to 
request exceptions from the criteria. 
Source: GAO.  |  GAO-15-710 

April 
CMS manually reviews the exception requests 
from MAOs. 
Source: GAO.  |  GAO-15-710 



 
 
 
 
 

pattern of care in a county. Some reviewers told us they also examine 
state and local medical board information, while others said they perform 
only spot checks for well-written exception requests. Asked if they 
considered analyzing Medicare FFS claims data for patterns of care, 
reviewers from one regional office said such analyses would not be 
helpful in determining where a county’s beneficiaries customarily obtain 
health services. They explained that determining the local pattern of care 
can be subjective and an understanding of the geographic area where 
exceptions are requested is all that is needed.

CMS has approved most exception requests of those it has reviewed over 
the past 3 years. For contract years 2013 through 2015, CMS reviewed 
approximately 2,300 exception requests and approved 91.8 percent. For 
contract year 2015, CMS approved all but 1 of the 641 exception requests 
it reviewed. (See table 3.) 

Table 3: Number of Medicare Advantage Organization (MAO) Network Criteria 
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Exception Requests Reviewed by the Centers for Medicare & Medicaid Services 
(CMS) and the Approval Rate, Contract Years 2013 through 2015 

Contract year 2013 2014 2015 Total 
Number of exception requests reviewed 799 864 641 2,304 
Percentage of exception requests reviewed 97.1% 81.0% 99.8% 91.8% 

Source: GAO analysis of CMS data.  |  GAO-15-710 

Notes: While there are several types of MAOs, we restricted our analysis to health maintenance 
organizations and preferred provider organizations because provider networks play a small role, if 
any, for other plan types. 
Each contract year begins on January 1. 

While exceptions may be warranted under certain conditions, CMS never 
revisits its approved exceptions to see if they continue to be justified. 
Although provider networks and provider markets are constantly 
changing, exceptions that are based on a point in time hold indefinitely. 
Moreover, CMS officials noted that regional office account managers are 
often not aware of past exceptions that have been granted to existing 
MAOs. 

The number of exception requests CMS has reviewed has varied greatly 
across different types of counties. For contract years 2013 through 2015, 
less densely populated counties accounted for most exception requests. 
Approximately 23 percent of the requests were for provider types in 
counties with extreme access considerations, 24 percent in rural counties, 
18 percent in micro counties, 27 percent in metro counties, and 8 percent 
in large metro counties. Although the time and distance requirements are 



 
 
 
 
 

more generous in less populated areas, the pattern of care may be 
unusual. Some provider types do not exist in certain rural areas, 
according to CMS officials, and it may not be unusual for beneficiaries to 
travel far distances to receive specialty care. 

In addition, since contract year 2013, the number of exception requests 
and the CMS approval rate have varied widely across provider types. Of 
the 2,304 exception requests CMS reviewed over the past 3 years, 
specialists accounted for 78 percent, facilities for 20 percent, and primary 
care providers for 2 percent. While the CMS approval rate for exception 
requests was 78 percent for facilities, it was 95 percent and 96 percent for 
specialists and primary care providers, respectively. The 4 types of 
providers with the greatest number of exception requests were 
gastroenterology (154), dermatology (151), outpatient dialysis facilities 
(132), and pulmonology (102). The CMS approval rate ranged from  
12 percent for chiropractors to 100 percent for infectious diseases, 
physiatry and rehabilitative medicine, neurosurgery, and 12 other provider 
types. In addition to chiropractors, the approval rate was notably low  
for outpatient dialysis facilities (40 percent) and skilled nursing facilities 
(67 percent).

After the manual review of exception requests ends in late April, CMS 
either approves the requests or issues a notice of intent to deny the 
requests. MAOs whose exception requests are not approved have the 
opportunity to submit revised requests in May, and then CMS makes its 
final decisions. The regional office reviewers we interviewed noted that 
they commonly deny requests from MAOs that do not follow the 
instructions, provide poorly written responses, or do not provide enough 
information on the local pattern of care. The reviewers explained that 
many denials are the result of MAOs trying to expand too quickly or being 
pressured by deadlines. MAOs may choose to withdraw their application 
for a particular county so that CMS does not deny their entire 
application.
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51While CMS regional office reviewers make recommendations for approving or denying 
exception requests, central office officials make the final decision. According to officials 
from one regional office, central office officials may override the recommendation even if 
the recommendation follows the standard operating procedure. MAOs also have the 
opportunity to appeal the decision, and the case is then reviewed by an administrative law 
judge. 

April-May 
CMS approves or denies MAOs’ applications 
depending on the adequacy of their provider 
networks. 
Source: GAO.  |  GAO-15-710 



 
 
 
 
 

 
CMS’s regional account managers hold regular discussions with MAOs 
during which network adequacy issues are sometimes raised, but CMS 
does not routinely examine MAO information on provider networks to 
assess ongoing compliance with criteria. CMS recently added a 
requirement that MAOs disclose their plans to significantly narrow their 
networks, but the agency has not defined what it means to have a 
significant change, allowing each MAO to determine the need for 
disclosure. CMS further expects that evidence of problems related to any 
undisclosed network narrowing to appear as complaints to the agency, 
even though some complaints may not be accounted for. 
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As part of its broader MAO oversight activities, CMS regularly holds 
teleconferences with MAOs, where network issues may or may not be 
discussed. The agency’s regional account managers monitor compliance 
with various aspects of MA contracts—such as issues with provider 
payments—but network adequacy is not always an item for discussion. At 
the regional offices we interviewed, CMS account managers met with 
MAOs in varying frequencies, with some meeting weekly and others 
meeting monthly. Officials from three of the five regional offices told us 
that account managers regularly prompt MAOs to discuss network issues, 
such as pending provider contract negotiations; officials at the remaining 
two told us that network adequacy discussions occur only on an as-
needed basis. 

Moreover, CMS does not routinely collect or review provider network 
information from MAOs not subject to the application process, leaving 
nearly all—over 99 percent—of ongoing county-based provider networks 
unexamined against the current MA criteria. Internal control standards 
stipulate that agencies should establish and operate ongoing monitoring 
activities to assess quality performance over time; the standards also 
note that operating information is needed to determine whether agencies 
are achieving compliance with requirements under various laws and 
regulations.52 Because a plan’s network providers and enrollees change 
from year to year, the lack of regular review means CMS cannot be 

                                                                                                                     
52GAO/AIMD-00-21.3.1. 

CMS Does Not 
Routinely Examine 
Current Network 
Information, but 
Relies on MAO Self-
Disclosure and 
Enrollee or Provider 
Complaints to Identify 
Network Issues 
While CMS Checks in 
Regularly with MAOs, the 
Agency Does Not Require 
MAOs to Routinely Submit 
Updated Information on 
Network Composition 

http://www.gao.gov/products/GAO/AIMD-00-21


 
 
 
 
 

assured that MAO networks continue to be adequate, providing sufficient 
access for enrollees. CMS also never examined the networks that existed 
before 2011 against the current network adequacy criteria, and as a 
result, lacks the requisite information needed for proper oversight of 
network adequacy in the MA program. Lewin analyzed samples of these 
pre-existing networks and found that most, but not all, of the provider 
network specialties met current adequacy requirements. Lewin further 
concluded that more regular assessments of provider networks against 
the current network adequacy criteria could help ensure that MA plans 
continue to meet network adequacy criteria and would not be overly 
burdensome for MAOs. Lewin recommended to CMS that the agency 
develop a rigorous network monitoring program to ensure that all MAO 
networks—not just those entering a county for the first time—continue to 
meet network adequacy criteria. For example, Lewin suggested that  
CMS consider evaluating each MA plan on a cyclical basis, such as every 
3 years.
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53 Additionally, officials from two regional offices noted that more 
regular assessments of adequacy based on HSD data submissions would 
be an effective monitoring tool. CMS told us that it does not have plans 
underway to review all networks for adequacy on a cyclical basis, but the 
agency has announced plans to include network adequacy as a part of its 
audit process on a pilot basis beginning in late 2015.54

                                                                                                                     
53CMS has also emphasized regular monitoring in other programs, such as plans in 
PPACA marketplaces and Medicaid managed care organizations. For example, CMS 
recently proposed a requirement that states analyze Medicaid managed care organization 
plans’ compliance with network adequacy requirements at least annually. 
54CMS plans to assess updated provider network information against its criteria for a 
sample of networks using a newly created module in HPMS. CMS’s 2016 Final Call Letter 
also announced new monitoring steps for online provider directories, as well as an audit 
process to assess the validity and accuracy of directory information. The agency clarified 
that it expects MAOs to have regular—at least monthly—contact with network providers to 
obtain updates on availability and contact information. CMS further clarified that it expects 
MAOs to have a protocol in place to respond to enrollee concerns regarding access to and 
information on providers. 



 
 
 
 
 

Under the monitoring processes that CMS has put in place, MAOs must 
disclose efforts to significantly narrow provider networks, but the agency 
allows MAOs discretion in determining whether this disclosure is 
necessary. As of contract year 2015, MAOs must notify CMS at least  
90 days prior to significant changes involving provider contract 
terminations.
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55 In deciding whether a network reduction is significant, 
CMS has not provided any explicit criteria but directed MAOs to take a 
conservative approach. According to CMS, leaving the definition of 
significant to each MAO stems from the lack of consensus among 
stakeholders—including beneficiary advocates and professional 
associations—about how to define a significant network change. 

 

                                                                                                                     
55In addition to narrowing of networks, network adequacy can also be affected by an 
unanticipated escalation in enrollment. CMS has observed several instances where MAOs 
experienced a sudden, large influx of new enrollees due to the loss of another MAO in the 
market or for other reasons. One regional office developed a local policy to assess 
enrollment changes in each MAO after the annual enrollment period. If the increase for a 
given MAO meets a certain threshold, the regional office schedules a discussion with the 
MAO to determine how the MAO plans to meet the additional patient demand on the 
network. 

CMS Allows MAOs 
Discretion in Disclosing 
Adequacy Issues 
Stemming from Narrowing 
Provider Networks 



 
 
 
 
 

In the event of a self-disclosed significant change, CMS requires MAOs to 
provide information demonstrating their continued compliance with 
network adequacy criteria, such as through the submission of updated 
HSD tables or automated reports. In addition, it requires MAOs to develop 
and submit a plan for ensuring continuity of care for affected enrollees. If 
CMS determines that access for a large number of enrollees has been 
impaired as a result of a significant network reduction, the agency may 
approve an SEP. This would allow those enrollees to switch MAOs or 
enroll in FFS Medicare outside the annual open election period. To make 
this determination, CMS takes into account the number of enrollees 
affected, the size of the area served, the timing of the termination, and 
information related to the enrollee notification, but also requires that 
enrollees demonstrate that they were affected by the loss of their network 
provider. Some CMS officials we spoke with asserted that MAOs have an 
incentive to self-disclose major provider network reductions because they 
are subject to more severe compliance actions if they are not forthcoming 
about changes impacting access to care. However, from 2011 to early 
2015, CMS had taken only one compliance action—issuance of a warning 
letter—against an MAO for a network adequacy issue.
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56Other MAOs, including Humana and Blue Cross Blue Shield affiliates, have conducted 
similar provider network narrowing efforts. UHC is presented here because it was the 
largest MAO in 2014, accounting for 20 percent of total MA enrollment. 
57CMS has taken compliance actions in response to issues related to access to and 
directories for MAO pharmacy networks. 

Case Example: UnitedHealthcare Provider 
Network Reductions 
UnitedHealthcare (UHC) terminated contracts 
with providers in its MA networks in 24 states, 
according to CMS.56 Most but not all of these 
reductions were effective in the first quarter of 
2014, and enrollees were notified in late 2013. 
For example, in Connecticut, UHC terminated 
contracts with over 1,440 providers, affecting 
about 18,700 beneficiaries, or 13 percent of 
the state’s MA enrollment in 2014. 
For changes effective February 1, 2014, UHC 
mailed letters to Connecticut providers during 
October 2013 and to enrollees in mid-
November 2013. UHC notified CMS of its 
network narrowing plans in the summer of 
2013, approximately 3 months in advance of 
the first round of termination effective dates. 
After these network cuts drew media attention 
and widespread provider complaints, CMS 
began a series of weekly calls with UHC to 
discuss the impact of the terminations on 
enrollees. 
To determine whether the narrower UHC 
networks continued to meet the needs of 
enrollees, CMS required that UHC compare 
the updated provider information, by county, 
against network adequacy criteria, and to 
provide the results to CMS. UHC’s analysis 
found, and CMS agreed, that UHC’s narrower 
network of providers still met the network 
adequacy criteria. 
Source: GAO analysis.  |  GAO-15-710 



 
 
 
 
 

CMS relies on complaints it receives to identify any problems related to 
network changes that are not identified through MAO self-disclosure, but 
does not routinely review complaints made to MAOs directly or data on 
out-of-network service utilization. CMS tracks complaints from 
beneficiaries and providers made to its Medicare call center (1-800-
MEDICARE),
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58 State Health Insurance Assistance Programs,59 
congressional offices, or directly to its regional offices. Complaint 
information is compiled in CMS’s Complaints Tracking Module (CTM) and 
categorized by topic before being assigned to a regional office 
caseworker. Agency officials told us that any network adequacy issues 
not already disclosed by MAOs would be reflected as a spike in 
complaints reported by MA enrollees or providers. As a part of the 
agency’s ongoing monitoring responsibilities, CMS account managers are 
directed to analyze trends in the CTM data and investigate those trends 
that they believe need to be addressed, particularly as they relate to 
beneficiary access issues. Until recently, network adequacy was not a 
separate category in the CTM but may have been included under other 
categories, such as one for problems with plan enrollment. In 2014, CMS 
created a distinct category—”provider or network issues”—to better 
monitor trends in network-related complaints, but agency officials 
acknowledge that such complaints may still appear in several other 
categories. 

Furthermore, CMS does not routinely ask MAOs about the complaints 
they receive through their customer service lines or information about out-
of-network utilization. In the event an MAO discloses significant network 
changes, CMS may follow up about the types of complaints the MAO 
subsequently receives, but the agency does not regularly do so. In 
addition, CMS does not collect data from MAOs on how frequently 
enrollees claim care from out-of-network providers, which would provide 
account managers an additional tool to evaluate access in provider 
networks.

                                                                                                                     
58While the call center help line is intended for beneficiaries, it may also be used by 
Medicare providers. 
59State Health Insurance Assistance Programs are state-based programs that provide 
counseling to beneficiaries on Medicare benefits and can assist them with the complaint 
process. 

CMS Relies on 
Complaints Reported to 
the Agency to Identify 
Network Adequacy Issues 
Not Disclosed by MAOs 



 
 
 
 
 

CMS requires that MAOs make a good faith effort to give enrollees 
advance written notice when a provider contract is terminated, but has not 
established information requirements for those notices. MAOs are 
expected to send a letter to affected enrollees at least 30 calendar days 
before the effective date of termination, and CMS suggests a longer 
notification period in the event of a significant change to a provider 
network. CMS issued guidance in its 2015 Final Call Letter that suggests 
that, as a best practice, MAOs include information on in-network 
providers to replace terminated providers in their notification letters to 
enrollees. CMS also recommended that notices indicate how enrollees 
can request continuation of ongoing medical care—such as 
chemotherapy or post-operative rehabilitation—from the enrollee’s current 
provider at in-network rates for a limited period of time.
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Unlike some other beneficiary communications, CMS has not developed 
a model template or list of required content for these notices. The agency 
maintains standards for other MAO material distributed to beneficiaries to 
ensure clarity and completeness. For example, CMS developed models 
for MAO marketing materials, including provider directories. MAOs may 
use a directory format different from the model directory, but it must 
contain, at a minimum, all the same information elements required in the 
model directory. Similarly, MA plans offering prescription drug coverage 
must mail standardized annual notices of change to enrollees that contain 
CMS-required elements about formularies and pharmacies. Yet, CMS 
does not require that enrollee notifications of provider terminations 
include all pertinent information in an understandable format. 

Furthermore, CMS does not regularly review sample notices of 
terminated providers sent to enrollees. For instance, officials at one 
regional office told us that MAO account managers would review enrollee 
notification letters only in the event of significant terminations. Officials at 
four other regional offices did not identify this as a triggering event for 
review. CMS officials explained that these notifications are considered ad 

                                                                                                                     
60CMS requires that MAOs inform all enrollees of their right to request continuity of care in 
the event of provider termination from the network in the evidence of coverage document, 
sent annually. The evidence of coverage is reviewed to ensure that this information is 
included, among other things. However, CMS does not collect information on the number 
of requests or on MAO decisions regarding continuity of care requests unless a significant 
midyear change to the provider network has been disclosed. 

CMS Has Not Set 
Information 
Requirements for 
Notices MAOs Send 
to Enrollees 
Regarding Provider 
Terminations and 
Options for Care 



 
 
 
 
 

hoc communications and are classified as materials that are not subject 
to marketing review. 

CMS regulations prohibit MAOs from engaging in marketing activities, 
including communications about provider networks, that could mislead or 
confuse Medicare beneficiaries.
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61 In addition, internal control standards 
state that management should ensure there are adequate means of 
communicating with, and obtaining information from, external 
stakeholders that may have a significant impact on the agency achieving 
its goals.62 Because CMS neither requires specific information elements 
nor reviews notifications, enrollees may receive inconsistent and 
potentially confusing or inaccurate information when their providers are 
terminated from MAO networks. For example, communication we 
examined indicated that enrollees had been told by their MAO to select a 
new provider long before the effective termination date for their current 
provider. An MAO wrote to a primary care physician on May 21, 2014, 
stating that his contract with the MAO would end May 11, 2015, the 
anniversary date of the agreement. Then the MAO sent a letter to that 
physician’s patient, dated June 3, 2014, stating that he must select a new 
primary care provider by July 8, 2014, or one would be chosen for him. 
Thus, although the enrollee could have continued receiving care from his 
network physician for another 10 months, the MAO shifted the physician’s 
patients to other providers.63 

 
CMS is responsible for ensuring that Medicare beneficiaries can access 
timely care. To do this effectively, the agency must set appropriate MA 
network adequacy criteria, oversee MAOs’ adherence to its requirements, 
and ensure that enrollees are properly notified about MAO network 
changes. Yet, the rules and processes the agency has put in place—
which lack certain elements used in other managed care programs and 

                                                                                                                     
6142 C.F.R. § 422.2268(e) (2014). 
62GAO/AIMD-00-21.3.1. 
63We previously reported that clear communications to Medicare beneficiaries are 
important due to the notion that some older adults have difficulty reading and retaining 
written information. See GAO, Medicare: Communications to Beneficiaries on the 
Prescription Drug Benefit Could Be Improved, GAO-06-654 (Washington, D.C.:  
May 3, 2006) and Medicare Part D: Opportunities Exist for Improving Information Sent  
to Enrollees and Scheduling the Annual Election Period, GAO-09-4 (Washington, D.C.: 
Dec. 12, 2008). 

Conclusions 

http://www.gao.gov/products/GAO/AIMD-00-21
http://www.gao.gov/products/GAO-06-654
http://www.gao.gov/products/GAO-09-4


 
 
 
 
 

outlined in federal internal controls—cannot reasonably ensure that MAO 
networks continue to meet the needs of MA enrollees.

CMS has established network adequacy criteria that put a premium on 
the number of providers in a network within county-based time and 
distance standards. The advantage of such quantitative criteria is that 
they can be operationalized through automated processes. However, 
unlike those of some other managed care programs, the CMS criteria 
ignore measures of provider availability. CMS does not consider whether 
an MAO’s contracted providers are part-time, work at their listed 
locations, or are taking new patients. As a result, provider networks may 
appear to regulators and beneficiaries as more robust than they actually 
are if not all providers are open for business.

Under current CMS policy, the agency cannot be sure that all MAO 
networks either fully meet its current criteria or qualify for an exception. 
Although Medicare contracts with MAOs every year, CMS does not 
require that MAOs demonstrate compliance with network adequacy 
criteria every year. Instead, CMS performs systematic reviews of network 
adequacy for only a small fraction of MA networks, relying on information 
that is supplied by MAOs but is not fully checked for accuracy. For the 
vast majority of plans, MAOs annually attest that they have an adequate 
network, and CMS accepts that statement without verification. The 
agency’s approach to monitoring existing networks is largely reactive, 
relying on MAO disclosure of adequacy issues and beneficiary and 
provider complaints. Unless CMS verifies provider information submitted 
by MAOs and periodically requires evidence of compliance, for example 
every 3 years, the agency cannot be confident that MAOs are meeting 
network adequacy criteria. 

Furthermore, while CMS requires that MAOs make a good faith effort to 
notify enrollees in advance of a provider termination, the agency has no 
standards for those notices. Also, unlike some beneficiary communication 
and plan marketing materials, MAO notification letters are not subject to 
any minimum information requirements. Without greater standardization, 
the agency cannot ensure that MAO communications are clear, accurate, 
and complete, and MA enrollees remain at risk of receiving potentially 
confusing information.
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To improve its oversight of network adequacy in MA, we recommend that 
the Administrator of CMS 

· augment MA network adequacy criteria to address provider 
availability; 

· verify provider information submitted by MAOs to ensure validity of the 
Health Services Delivery data; 

· expand network adequacy reviews by requiring that all MAOs 
periodically submit their networks for assessment against current 
Medicare requirements; and 

· set minimum requirements for MAO letters notifying enrollees of 
provider terminations and require MAOs to submit sample letters to 
CMS for review. 

 
We provided a draft of this report to HHS for comment. The agency 
provided written comments, which are printed in appendix II. In addition, 
CMS provided technical comments, which we incorporated as 
appropriate.

HHS concurred with our recommendations. In its comment letter, the 
agency outlined several actions it plans to take, or is considering, to 
strengthen its oversight of MAO network adequacy. Because these efforts 
have yet to be implemented, it is too early to determine whether they will 
fully address the issues we identified.

 
As agreed with your offices, unless you publicly announce the contents of 
this report earlier, we plan no further distribution of it until 30 days from its 
date. At that time, we will send copies to the appropriate congressional 
committees, the Secretary of Health and Human Services, and the CMS 
Administrator. In addition, the report will be available at no charge on the 
GAO website at http://www.gao.gov.
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If you or your staffs have any questions about this report, please contact 
me at (202) 512-7114 or cosgrovej@gao.gov. Contact points for our 
Offices of Congressional Relations and Public Affairs may be found on 
the last page of this report. GAO staff who made key contributions to this 
report are listed in appendix III. 

James Cosgrove 
Director, Health Care 
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  and Related Agencies 
Committee on Appropriations 
House of Representatives

The Honorable Richard Blumenthal 
United States Senate 

The Honorable Sherrod Brown 
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United States Senate 

The Honorable Joe Courtney 
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Appendix I: Medicare Advantage Network 
Adequacy Criteria 
 
 
 

The Centers for Medicare & Medicaid Services (CMS) uses two criteria 
for determining network adequacy in Medicare Advantage (MA): minimum 
number of providers and maximum travel time and distance. There are 
several key elements CMS uses each year to update its requirements. 
One key element is the provider types that MA organizations (MAO) must 
include in their networks. Lewin—the agency contractor that developed 
the criteria—explained that CMS had an original list of provider types that 
it reviewed to see if the categorizations were appropriate. They found that 
CMS’s list was mostly aligned with frequently used facility types. The 55 
provider types required in contract year 2016 are listed in table 4. 

Table 4: Provider Types Included in the Medicare Advantage Network Adequacy 
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Criteria for Contract Year 2016 

Primary care providers Family Practice 
General Practice 
Geriatrics 
Internal Medicine 
Primary Care – Nurse Practitioners [Note A] 
Primary Care – Physician Assistants [Note A] 

Specialty care providers Allergy and Immunology 
Cardiology 
Cardiothoracic Surgery 
Chiropractor 
Dermatology 
Ear, Nose, and Throat/Otolaryngology 
Endocrinology 
Gastroenterology 
General Surgery 
Gynecology, OB/GYN 
Infectious Diseases 
Nephrology 
Neurology 
Neurosurgery 
Oncology - Medical, Surgical 
Oncology - Radiation/Radiation Oncology 
Ophthalmology 
Orthopedic Surgery 
Physiatry, Rehabilitative Medicine 
Plastic Surgery 
Podiatry 
Psychiatry 
Pulmonology 
Rheumatology 
Urology 
Vascular Surgery 

Appendix I: Medicare Advantage Network 
Adequacy Criteria 
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Facilities Acute Inpatient Hospitals [Note B] 
Cardiac Catheterization Services 
Cardiac Surgery Program 
Critical Care Services – Intensive Care Units 
Diagnostic Radiology 
Durable Medical Equipment 
Home Health 
Inpatient Psychiatric Facility Services 
Mammography 
Occupational Therapy 
Orthotics and Prosthetics 
Outpatient Dialysis 
Outpatient Infusion/Chemotherapy 
Physical Therapy 
Skilled Nursing Facilities 
Speech Therapy 
Surgical Services (Outpatient or Ambulatory 
Surgical Center) 

Transplant programs Heart Transplant Program 
Heart/Lung Transplant Program 
Kidney Transplant Program 
Liver Transplant Program 
Lung Transplant Program 
Pancreas Transplant Program 

Source: Centers for Medicare & Medicaid Services.  |  GAO-15-710 

Notes: Medicare Advantage organizations cannot include any providers contracted only for its 
commercial, Medicaid, or other non-Medicare Advantage products to meet the criteria. 
Each contract year begins on January 1. 
Note A: Physician assistants and nurse practitioners may only be included as primary care providers 
if the contracted provider meets applicable state requirements for providing primary care and 
functions as the sole primary care source for the beneficiary. 
Note B: Specialized and pediatric hospitals do not count toward meeting the criteria for acute 
inpatient hospitals. 

For the minimum number of providers, CMS requires that MAOs 
demonstrate that their networks have a sufficient number of providers 
based on county characteristics.1 The five county classifications are 
based on population and density estimates from U.S. Census Bureau and 
Office of Management and Budget data. A county must meet both the 
population and density indicators to be included as that county type. CMS 
then multiplies three variables to determine the minimum number of 
providers. The first variable is the 95th percentile of MA market 
penetration rates for each county type. CMS chose the 95th percentile to 

                                                                                                                     
1Minimum ratios are applied to all primary and specialty care providers, as well as acute 
inpatient hospital beds. For other facilities and transplant programs, MAOs must have one 
of each type in their network. 
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estimate market share through work conducted by Lewin, which 
examined the market penetration in managed care and network-based 
private fee-for-service (FFS) plans.
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2 The percentiles are updated each 
year based on current enrollment. County type classifications and each 
county’s respective percentile for contract year 2016 are listed in table 5. 

Table 5: County Type Classification, with Percentile Used in Network Adequacy 
Calculation, for Contract Year 2016 

County type Population 
Density (population per 
square mile) 95th percentile 

Large metro ≥1,000,000 ≥ 1,000 0.072 
500,000-999,999 ≥ 1,500 
Any ≥ 5,000 

Metro ≥1,000,000 10 to 999.9 0.121 
500,000-999,999 10 to 1,499.9 
200,000-499,999 10 to 4,999.9 
50,000-199,999 100 to 4,999.9 
10,000-49,999 1,000 to 4,999.9 

Micro 50,000-199,999 10 to 99.9 0.112 
10,000-49,999 50 to 999.9 

Rural 10,000-49,999 10 to 49.9 0.115 
<10,000 10 to 4,999.9 

Counties with extreme 
access consideration 

Any <10 0.136 

Source: Centers for Medicare & Medicaid Services.  |  GAO-15-710 

Note: Each contract year begins on January 1. 

The second variable in the formula is the number of Medicare 
beneficiaries—those in MA and FFS—in a specific county. Each year, 
CMS updates the total number of beneficiaries in each county. This 
variable is multiplied with that year’s 95th percentile of MA market 
penetration in the respective county type to determine the number of 
beneficiaries an MAO could reasonably serve in its initial year in the 
proposed county. For example, the 95th percentile for metro counties in 

                                                                                                                     
2Lewin calculates market penetration by dividing the number of MA enrollees in a county 
by the number of eligible Medicare beneficiaries in that county. For example, in a county 
with 1,000 eligible beneficiaries, an MAO with 100 enrollees would have penetration rate 
of 10 percent (100/1000). Lewin then prepares an array to determine the 95th percentile. 
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contract year 2016 was 12.1 percent. For an MAO seeking to enter that 
county, the 95th percentile (0.121) would be multiplied by the total 
number of Medicare beneficiaries in the county the MAO proposes to 
enter to develop the number of beneficiaries the MAO must cover. 

The third and final variable in the calculation is the established ratios of 
provider types required per 1,000 beneficiaries for each county type. CMS 
bases the established ratios on primary and secondary research of 
utilization patterns and clinical needs of beneficiaries. To calculate the 
minimum number of each provider type in each county, CMS multiplies 
the ratio for each provider type by the number of beneficiaries an MAO 
must cover and then rounds up to the nearest whole number. Table 6 
illustrates the calculation for a minimum number of providers for primary 
care in Muscogee, Georgia, which is a metro county. 

Table 6: Example of the Centers for Medicare & Medicaid Services’ (CMS) Minimum 
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Number of Providers Criterion Calculation for Primary Care in a Metro County, 
Contract Year 2016 

County Muscogee, GA 
County type Metro 
Total number of Medicare beneficiaries  31,151 
95th percentile of Medicare Advantage market 
penetration rates 

0.121 

Medicare beneficiaries required to cover (31,151 * 0.121) = 3,769 
Specialty type Primary care 
Minimum primary care provider to beneficiary ratio 1.67 : 1,000 
Minimum number of primary care providers (1.67 / 1,000) * 3,769 = 7 

Source: CMS.  |  GAO-15-710 

Note: Each contract year begins on January 1. 

For maximum travel time and distance, CMS requires that MAOs ensure 
that their networks meet specific geographic metrics. CMS uses geo-
mapping software to determine the distance between the locations of 
beneficiaries’ addresses and network provider practices. For each county 
MAOs propose to enter, they must show that at least 90 percent of 
beneficiaries in that county will have access to at least one provider of 
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each type within CMS’s time and distance criterion for the applicable 
county type.
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3 

                                                                                                                     
3CMS permits MAOs to include only providers that are under contract negotiations at the 
time of their submission in their application. To meet CMS’s network adequacy criteria, 
network providers do not need to be located within the geographic boundaries of the 
service area for which the MAO is applying. 
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Accessible Text for Appendix II: Comments from the Department of Health and 
Human Services 

DEPARTMENT OF HEALTH & HUMAN SERVICES 
OFFICE OF THE SECRETARY 
Assistant Secretary for Legislation  
Washington DC 2020 1 

August 13, 2015 

James C. Cosgrove  
Director, Health Care 
U.S. Government Accountability Office  
441 G Street NW 
Washington, DC 20548  

Dear Mr. Cosgrove: 

Attached are comments on the U.S. Government Accountability Office's (GAO) report 
entitled, "Medicare Advantage: Actions Needed to Enhance CMS Oversight of Provider 
Network Adequacy" (GAO-15-710). 

The Department appreciates the opportunity to review this report prior to publication. 

Sincerely, 

Signed by 
Jim R. Esquea 
Assistant Secretary for Legislation 

Attachment 

GENERAL COMMENTS OF THE DEPARTMENT OF HEALTH AND HUMANSERVICES 
(HHS) ON THE GOVERNMENT ACCOUNTABILITY OFFICE'S DRAFT REPORT 
ENTITLED: MEDICARE ADVANTAGE: ACTIONS NEEDED TO ENHANCE CMS 
OVERSIGHT OF PROVIDER NETWORK ADEQUACY (GAO-15-710) 

The Department of Health and Human Services (HHS) appreciates the opportunity to 
review and comment on the Government Accountability Office's (GAO) draft report. HHS 
is committed to ensuring Medicare beneficiaries receive high quality health care. 

HHS requires Medicare Advantage Organizations (MAOs) to adhere to Medicare 
Advantage (MA) network adequacy criteria and provide beneficiaries with proper 
notification of network changes to help maintain quality and access i n the MA program. 

Appendix IV: Accessible Data 

Agency Comments 

Department of Health and 
Human Services 
Page 1 

Page 2 
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In accordance with HHS Health Services Delivery Network Criteria Guidance, MAOs must 
demonstrate that they are able to provide adequate access to current and potential 
beneficiaries through a contracted network of providers and facilities. Access to a given 
provider/facility is considered "adequate" when the following three criteria are met: 
minimum number of providers; maximum travel time; and maximum distance. MA 
applicants must demonstrate both that their networks have sufficient numbers of 
providers/facilities to meet minimum number requirements and allow adequate access for 
beneficiaries/potential enrollees, and that their contracted networks do not unduly burden 
beneficiaries in terms of travel time and distance to network providers/facilities. HHS 
continues to strengthen its oversight of the adequacy of MA provider networks and 
regularly evaluates its related processes and guidance. 

In 2015, HHS developed and implemented a new network management module (NNM) 
that allows for an automated review of an MAO's existing network to verify that the MAO is 
meeting HHS network standards. The NM M provides a more efficient means of reviewing 
networks which will increase HHS' capacity to perform network reviews outside of the 
application cycle. 

GAO Recommendation: Augment MA network adequacy criteria to address provider 
availability. 

HHS Response: HHS concurs with this recommendation to augment network adequacy 
criteria to address provider availability. As part of the MAO application process, 
organizations are required to attest that they will maintain a sufficient network to provide 
covered services to their beneficiaries, and that this network will promote continuity of 
care. Beyond these attestations, HHS also requires organizations to identify whether or 
not a provider is accepting new patients in their Health Service Delivery (HSD) 
submission. If an organization identifies that a provider is not accepting new patients, this 
is an indication that beneficiaries may not have access to covered service and that the 
plan may not meet our network criteria. 

In addition, an inaccurate provider directory may trigger a review of the plan's network. 
This may result in identification of areas of potential noncompliance with network 
adequacy standards, which may be the basis for compliance and/or enforcement act ions, 
including civil money penalties or enrollment sanctions. MAOs whose network adequacy is 
not met because of failure to have a sufficient number of providers open and accepting 
new patients may also be subject to such actions. 

To ensure beneficiaries have access to accurate and current information on provider 
availability, the Contract Year 2016 Medicare Marketing Guidelines specify that provider 
directories must be kept up to date and must indicate whether a provider is accepting new 
patients. Additional guidance to the MAOs has underscored these requirements as well as 
HHS' plans to increase oversight of provider directories to ensure that listed providers are 
available to plan enrollees. This analysis may result in identifying areas of non-compliance 
regarding the accuracy of online provider directories. HHS is also considering rulemaking 
to strengthen our procedures for oversight of MAO provider directories. 

GAO Recommendation: Verify provider information submitted by MAOs to ensure 
validity of the Health Services Delivery data 
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HHS Response: HHS concurs with this recommendation. HHS requires MAOs to attest 
that the information listed on HSD tables is accurate and represents the practice locations 
of providers participating in the network. Further, our current HSD automated review 
process verifies the accuracy of submitted network information by considering the number 
of times an MAO identifies a provider on its HSD table. When the same provider is listed 
multiple times, our automated review only factors that provider once for purposes of 
meeting our network criteria for the number of providers required for a specific specialty 
type. 

HHS is considering establishing a limit on the num ber of provider locations that an MAO 
applicant can include for specific specialty types. For example, if an applicant lists the 
same specialty provider in multiple locations above the HHS set limit for that specialty, 
HHS would require the applicant to confirm the accuracy of all locations listed for that 
provider. This additional step will verify that all practice locations submitted by the MAO 
are valid and that a sufficient number of providers are available to beneficiaries within 
reasonable time and distance standards. 

HHS is also considering an enhancement to our review of provider information that would 
validate National Provider Identifier (NPI) numbers submitted on HSD tables against a 
national database. 

GAO Recommendation: Expand network adequacy reviews by requiring that all MAOs 
periodically submit their networks for assessment against current Medicare requirements. 

HHS Response: HHS concurs with this recommendation. HHS has developed a new 
network management module (NMM). The NMM enables HHS to perform an automated 
review of an MAO's existing network to verify that the MAO meets HHS network 
standards. In 2015, HHS has used 

the NMM to evaluate the adequacy of provider networks of any MAO that made significant 
mid year network changes. HHS also plans to pilot a new audit protocol that will use the 
NMM to evaluate MAO networks . In addition, HHS continues to explore expanded use of 
the NMM for ongoing, routine monitoring of MAO networks. 

GAO Recommendation: Set minimum requirements for MAO letters notifying enrollees of 
provider terminations and require MAOs to submit sample letters to CMS for review. 

HHS Response: HHS concurs with this recommendation. Per our regulation at 42 CPR 
422.111 (e), MAOs must make a good faith effort to provide written notice of termination of 
a contracted provider at least thirty calendar days before the termination effective date to 
all enrollees who are seen on a regular basis by the provider whose contract is 
terminating, irrespective of whether the contract termination was for or without cause. 
When a contract termination involves a primary care provider, all enrollees who are 
patients of that primary care provider must be notified. Per our guidance in the Contract 
Year 2016 Medicare Marketing Guidelines, for other provider types all enrollees who 
regularly use the provider services must be notified. The Contract Year 2016 Medicare 
Marketing Guidelines establish minim um expectations of what should be included in 
written notice to enrollees regarding terminations. When MAOs make significant network 
changes with substantial beneficiary impact, HHS provides specific language to use in 
notices to enrollees who are eligible for a special enrollment period (SEP). Going forward, 
HHS is considering the creation of a model written notice of termination, which would be 
provided to all MAOs. 

Currently, HHS can request to review written notices of termination prior to the MAOs 
sending them to beneficiaries. HHS is considering rulemaking to require that MAOs submit 
written notices of termination to HHS for review and approval when there is a significant 
provider termination.
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