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CMS Revises Model Prescription Drug Coverage Disclosure Notices (Again!)

For the third time in as many years, CMS has revised its model prescription drug coverage
disclosure notices. (CMS stands for the Centers for Medicare and Medicaid Services.) The model
notices are intended to help employers and other plan sponsors meet their disclosure obligations
under Medicare Part D. The model notices provide language for explaining to current and
prospective health plan enrollees whether or not the plan provides creditable prescription drug
coverage (i.e., coverage that is equivalent to Medicare’s Part D prescription drug benefit).

CMS has also revised its guidance on the notice requirement. For the most part, the changes are
those that CMS proposed last September (see Willis Employee Benefits Alert #84, Medicare
Prescription Drug Annual Requirements). CMS has, however, expanded its discussion of electronic

delivery options.

Background

The creditable prescription drug coverage
notice is required to be distributed annually
and at several other times as explained in
Willis Employee Benefits Alert #66, Creditable
Prescription Drug Coverage Disclosure
Notices.  The information that the notice
provides will be important to individuals when
they are deciding whether to enroll in a
Medicare prescription drug plan. This is
because a late enroliment penalty may apply
to an individual who joins a Medicare
prescription drug program if, after becoming
Medicare Part D eligible, the individual has a
gap in creditable prescription drug coverage of
63 days or more.

When to Begin Using the New Model Notices

Even though the new model notices were not
posted on CMS’ website until mid-March, CMS
specifies that they are for use on or after
February 15, 2007. Therefore, plan sponsors
should use the new model notices for all future
notices. In order to do so, plan sponsors will

once again need to transfer customized
information from their current notices into the
new model notices.

Few Changes to the Model Notices

There are few changes to the model notices.
One change is the addition of a reference to an
“‘Employer Group Special Enrollment Period”
during which individuals who leave or lose
employer- or union-sponsored coverage can
enroll in Medicare Part D. In addition,
employers who use personalized notices
instead of general notices will note that some
of the personal information items have
changed. (Personalized notices have content
similar to the general notices, but they are
customized for individual recipients. Use of
personalized notices is optional.)

Electronic Distribution Made Easier

The noteworthy change in the updated
disclosure notice guidance relates to electronic
delivery of the prescription drug coverage
disclosure notices. Previous guidance set
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forth specific CMS requirements for
electronic delivery of the notices. Those
requirements were very burdensome and
they differed from the Department of Labor
(DOL) requirements for electronic distribution
of SPDs and other plan communications.
Therefore, few employers chose CMS’
delivery method for their Part D notices.

The new guidance retains the prior CMS
requirements as one option for electronic
distribution of the notices. It also provides
that employers may instead provide the
notices according to the DOL requirements
for electronic delivery if the employer advises
the employee that he or she is responsible
for providing a copy of the electronic
disclosure to his or her Medicare-eligible
dependents. Using the DOL method, the
disclosure notices generally can be provided
electronically to employees who have access
to electronic documents at their place of work
on a daily basis as part of their work duties.

(The DOL method includes additional
requirements that are discussed in Chapter 1
of the Willis Compliance Manual.)

Annual Reporting Requirement Reminder

In addition to distribution of the creditable
prescription drug coverage notices, reporting
creditable coverage status to CMS remains
an annual requirement imposed by Medicare
Part D. As with the notices, the deadline for
CMS reporting has not changed. As a
reminder, the report to CMS is due within 60
days after the first day of the each plan year
and within 30 days after a change in the
creditable status of the coverage or
termination of the plan.

The new notices and guidance are available

on CMS’ website at http://
W W W . CcCm S h h s g o v /

CreditableCoverage/10 CCafterFeb15.asp#
TopOfPage .
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