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Since 2006, an annual disclosure is required for most employers that provide prescription drug
coverage to individuals who are Medicare Part D-eligible, regardless of whether an employer provides
retiree prescription drug benefits.

For 2023 calendar year plans, the disclosure must occur no later than March 1, 2023. The annual
disclosure must occur for any employer that provides prescription drug coverage to anyone who is
Medicare Part D-eligible.

An employer that has been approved for the retiree drug subsidy (RDS) is exempt from filing the notice
with the Centers for Medicare & Medicaid Services (CMS) with respect to those qualified covered
retirees for whom the employer is claiming the RDS. For this group, the employer's RDS application
serves as the disclosure to CMS. As noted below, even if the employer is approved for RDS for some
groups, the notice will be required for all groups other than those for which the employer is claiming the
RDS. For example, an employer that applies for the RDS must still disclose this information for any
active employee who is Medicare Part D-eligible.

How to Complete the Notification

An employer must provide the disclosure notice through the Disclosure to CMS Form on the CMS
Creditable Coverage Disclosure web page here.

CMS clarified that it is critical for an employer to maintain confirmation of this submission.

Who Must Complete the Notification

Generally, employers that sponsor drug coverage must submit the notification for each of their drug
benefit options. The submission can be made by anyone who is employed by the employer or
authorized by the employer to complete the disclosure. Therefore, it is appropriate for third parties to
complete the disclosure, at an employer's request.

The notice does not apply to benefit options that are Medicare Part D plans, such as PDPs, MA-PDs,
and EGWPs. In addition, as noted above, an employer that has been approved for the RDS is exempt
from notification for those qualifying covered retirees for whom the employer is claiming the RDS.

Accordingly, employers generally will need to complete this submission for their:

e Active drug plans that cover Medicare Part D-eligible participants (e.g., end stage renal disease,
disabled, or age 65 and over);

e Retiree drug plans that are not creditable; or
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¢ Retiree drug plans that are creditable but for which the employer did not apply for the RDS (e.g.,
because the cost of applying for the RDS outweighed the RDS itself).

Special Note on Health Reimbursement Arrangements (HRAs) — If an HRA is offered to retirees as part
of a "stand-alone retiree medical plan" (i.e., under the exemption for "legal" group health plans with
fewer than two participants who are current employees on the first day of the plan year), an HRA may
be provided to retirees without being integrated with a "traditional" group health plan. In this case, an
employer-sponsored stand-alone, retiree-only HRA may be used to purchase coverage on the
individual market or through a private exchange, where the individual market coverage or private
exchange is not sponsored by the employer (and presumably is not part of any welfare plan for
purposes of ERISA). A stand-alone HRA is a group health plan and must be reviewed to determine its
"creditable" status; this information must be submitted to CMS as part of the employer's disclosure. If
an HRA is integrated with another plan that is sponsored by the employer, different factors apply when
determining if the coverage is creditable. See attached guidance on creditable coverage and HRAs
here.

As of 2020, the government issued final regulations that allows for two new categories of HRAs: an
integrated coverage HRA and an excepted benefit HRA. If these types of HRAs cover individuals who
are Medicare Part D-eligible and may reimburse prescription drug benefits, they also should be
considered for purposes of the Medicare Part D notice, as well as the disclosure to CMS.

Deadline for Completing the Notification

For 2023 calendar year plan years, the notice must be provided to CMS by March 1, 2023. Ongoing,
the disclosure must be made to CMS on an annual basis, and upon any change that affects the
creditable status of the employer's drug benefit option. Specifically, disclosure must be made at the
following times:

e Within 60 days after the beginning date of the plan year;
e Within 30 days after the termination of the prescription drug plan; and

e Within 30 days after any change in the creditable status of the prescription drug plan.

Content of the Disclosure Notification

For employers (entities) with subsidiaries, etc., one disclosure form can be submitted to CMS if the plan
year is the same for all subsidiaries/divisions. The disclosure form lists the information required to be
submitted, and the CMS instructions provide additional definitions for this information. The guidance
can be found here.

The actual updated disclosure form can be found here.

The information requested generally is self-explanatory except it does request the number of
individuals expected to be covered under the "Retiree Group Health Plan." CMS confirmed that
employers should provide only "retiree" count information in response to this question even if the
employer sponsors a single, "legal" employer group health plan for actives and retirees. For example, if
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the employer sponsors a plan with 1,200 Medicare Part D-eligible participants in creditable options
(200 actives and 1,000 retirees), then, the answers applicable to creditable coverage would be:

e Total number of Medicare Part D-Eligible individuals expected to be covered under these option(s) as
of the plan year beginning date stated above: 1,200.

e Estimated number of those Medicare Part D-Eligible individuals stated above expected to be covered
through an employer/union retiree group health plan: 1,000.

In addition, CMS clarified that an employer should not include individuals who become Medicare Part
D-eligible during the year, because CMS wants data as of the beginning of the plan year.

Impact of Inflation Reduction Act

On August 16, 2022, President Biden signed the Inflation Reduction Act (IRA) into law. Over the next
few years, the IRA will improve the base Medicare Part D benefit. While improvements were relatively
minor in 2023, Aon is reviewing the potential impact to group health plans in 2024 and beyond. These
improvements could impact the creditable status of certain employer-sponsored prescription drug
plans. For example, an employer’s prescription drug plan that was creditable prior to 2024 or 2025
may become non-creditable and participants might find enrolling in a Part D plan to be beneficial.
Employers may need to consider their strategy towards creditable/non-creditable coverage notices
and communications if the Medicare Part D benefit improvements impact the creditable status of their
prescription drug plans. Employers that apply for the Medicare Part D RDS also could be impacted.
Employers will want to work with their actuaries to determine the impact of these upcoming changes
pending guidance from CMS.

More Information

For more information on Medicare Part D disclosure, please contact your Aon Consultant.
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About Aon:

Aon plc (NYSE: AON) exists to shape decisions for the better — to protect and enrich the lives of
people around the world. Our colleagues provide our clients in over 120 countries and sovereignties
with advice and solutions that give them the clarity and confidence to make better decisions to protect
and grow their business.

Follow Aon on LinkedIn, Twitter, Facebook and Instagram. Stay up-to-date by visiting the Aon
Newsroom and sign up for News Alerts here.
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