Summary and Analysis – Clover Insurance Co.  v. HHS
Summary
A federal district court in Georgia issued a sweeping ruling that could potentially undermine the legal foundation of the Medicare Advantage (MA) Star Ratings program and invite additional challenges to policies established through sub-regulatory guidance. The court found that the Centers for Medicare and Medicaid Services (CMS) improperly relied on measures based on data not collected through the statutorily required measurement systems and failed to meet notice-and-comment requirements for certain measures. Emphasizing that Star Ratings affect both plan payments and rebates, the court ordered CMS to recalculate the 2026 Star Rating for Clover Insurance Company (Clover) consistent with the statute and applicable procedural requirements.
Litigation
Clover filed suit against the Department of Health and Human Services (HHS) and CMS on November 7, 2025, in the U.S. District Court for the Southern District of Georgia (Docket 2:25-cv-00142). Clover moved for summary judgment on February 2, 2026 and the Court issued this opinion on May 27, 2026. CMS may appeal the district court’s ruling to the U.S. Court of Appeals for the Eleventh Circuit.
Background
Star Ratings
Each fall, CMS assigns Star Ratings to health plans on a scale of one to five stars, with one star indicating the lowest quality and five stars reflecting the highest quality. Star Ratings are measured in half-star increments. Before the annual release, CMS provides a “plan preview” period during which Medicare Advantage organizations (MAOs) can preview certain Star Ratings data and preliminary calculations. 
CMS uses a variety of quality and performance measures, including 33 Part C measures for MA plans and 12 Part D measures for Prescription Drug Plans (PDPs). The measures considered and their respective weights may change from year to year. These measures are calculated based on a variety of data sources, and CMS employs various calculation methods depending on the source of the data being analyzed. The four categories of data sources used to calculate measure-level ratings are: data collected by health and drug plans, surveys of plan enrollees, data collected by CMS contractors, and administrative data collected by CMS. 
The data gathered by CMS falls into two primary categories: (1) data from distinct “measurement systems,” and (2) data collected pursuant to some other source of authority. The three primary statutory measurement systems are: (1) the Healthcare Effectiveness Data and Information Set (HEDIS), a set of standardized performance measures; (2) the Medicare Health Outcomes Survey (HOS), which captures patient-reported outcomes; and (3) the Consumer Assessment of Healthcare Providers and Systems (CAHPS), which surveys beneficiaries about their care experiences. 
CMS uses these data sources to calculate measure-level ratings, weights those ratings, and derive each plan’s overall Star Rating. CMS then publishes the ratings for beneficiaries, including through the Medicare Plan Finder. The ratings matter both commercially and financially: higher-rated plans may be more attractive to beneficiaries, and plans with ratings of four stars or higher may receive higher payments and larger rebates through the MA payment system.
Court Decision
The case was brought by Clover as a challenge to its 2026 Star Ratings. Challenges to Star Ratings have become increasingly common, as MA plans seek to improve their ratings and the associated financial consequences through litigation. Whereas most prior disputes have focused on calculation errors, methodology, or scores on individual measures, Clover challenged the legal validity of 20 of the 45 measures themselves.
The court agreed with Clover’s argument, ruling those 20 measures invalid. First, the court invalidated 10 measures on the ground that they were not based on the data collection systems identified in the statute. The court interpreted the statute authorizing Star Ratings to require that ratings be based on the specified measurement systems—HEDIS, CAHPS, and HOS. CMS has long interpreted this provision to be non-exclusive, allowing the agency to add additional measures drawn from other data collection systems. For example, current Star Ratings measures such as medication adherence, call center performance, and Medication Therapy Management completion rely on Part D data or CMS compliance monitoring rather than the statutory measurement systems. The court agreed with Clover’s narrower reading of the phrase “based on” and invalidated 10 measures that did not derive from HEDIS, CAHPS, or HOS.
The court, however, rejected Clover’s argument that CMS must use HEDIS, CAHPS, and HOS exactly as they existed in 2003, when Congress incorporated those systems into the statute. The court determined that CMS may expand and adopt changes to those systems consistent with their original scopes. At the same time, the court agreed that CMS failed to use notice-and-comment rulemaking when incorporating certain measures and sub-regulatory technical specifications into the Star Ratings methodology, and it therefore invalidated an additional 10 HEDIS/CAHPS/HOS-based measures.
Potential Impact
The decision is notable because it unsettles long-standing CMS practices that had previously faced little judicial resistance and reflects the broader shift in administrative law following recent Supreme Court decisions. In particular, courts are now less inclined to defer to agency interpretations of ambiguous statutes, which creates greater litigation risk for long-standing regulatory approaches that were developed outside the statutory text. In parallel, recent case law has reinforced the importance of notice-and-comment rulemaking, making agencies more vulnerable when they rely on manuals, technical specifications, or other sub-regulatory guidance to implement policies with meaningful legal or financial consequences. This case illustrates that CMS’s long-standing reliance on interpretive flexibility and sub-regulatory implementation tools may now be more vulnerable to judicial challenge, particularly where those choices affect payment, plan performance, or competitive positioning in MA.
Immediate Effect
In the near term, the decision applies directly only to Clover’s 2026 Star Rating, which must be recalculated without the 20 invalidated measures, unless the ruling is stayed or reversed on appeal. The reasoning, however, could have implications well beyond Clover. If adopted by other courts, it could invite broader challenges to the structure of the Star Ratings program, cast doubt on the continued use of measures derived from non-statutory data sources, and pressure CMS to undertake more formal rulemaking to preserve key aspects of the program.
Medium-Term Effect
If the decision stands, it introduces uncertainty for plans, beneficiaries, and CMS for upcoming Star Ratings cycles. Because Star Ratings serve both as a consumer-facing quality signal and a payment mechanism, instability in the program could have implications for plan participation, benefit design, and beneficiary decision-making.
The ruling may also encourage additional MAOs to challenge Star Ratings determinations, particularly where measure removals could materially affect eligibility for quality bonus payments or rebate levels. Even if Clover’s relief is case-specific, the opinion provides a roadmap for plans seeking to challenge both the composition of the measure set and the procedures CMS uses to adopt and maintain it.
Long-Term Effect
The decision reflects the changing administrative law environment. Courts are now less inclined to defer to agency interpretations of ambiguous statutes, and recent precedent has reinforced the importance of notice-and-comment rulemaking where agency actions carry meaningful legal or financial consequences. As a result, CMS’s long-standing reliance on interpretive flexibility, manuals, and technical guidance may face greater judicial scrutiny. If the decision stands, CMS may ultimately need to pursue more formal rulemaking to preserve key elements of the Star Ratings program.
The opinion may also have significance beyond Star Ratings. To the extent it reflects a broader judicial skepticism toward sub-regulatory policymaking, it could invite challenges to other MA and Part D policies that have been operationalized through manuals, HPMS memoranda, annual technical guidance, or similar informal vehicles.
Conclusion
Ultimately, this decision introduces meaningful legal and operational uncertainty into the MA Star Ratings program, a framework that serves as both a critical quality signal and a core component of plan payment policy. By narrowing the scope of permissible measures and reinforcing the need for notice-and-comment rulemaking, the court’s analysis places long-standing CMS reliance on sub-regulatory guidance at increased risk. If sustained, the ruling could disrupt the predictability that plans rely on for benefit design, formulary management, and quality improvement investments, while also inviting broader challenges to other MA and Part D policies implemented outside formal rulemaking channels. To preserve program stability and maintain confidence among plans and beneficiaries, CMS may need to more clearly anchor Star Ratings measures in statutory authority and transparent regulatory processes.


