


2 NAIC / UNDERSTANDING HEALTH CARE BILLS: WHAT IS MEDICAL NECESSITY?

Self-funded plans that are not under state insurance regulatory authority 
typically hire Third Party Administrators to administer their health benefits. 
The Summary Plan Description, which describes the covered services 
and issued to covered employees, may include a definition for medical 
necessity.  

Medicare defines “medically necessary” as health care services or supplies 
needed to diagnose or treat an illness, injury, condition, disease, or its 
symptoms and that meet accepted standards of medicine.  

Each state may have a definition of “medical necessity” for Medicaid 
services within their laws or regulations.  
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