
Non-calendar year Part D EGWPs may elect to convert to the conditionally approved 
formulary for the next calendar year on January 1st.  PDP sponsors offering non-calendar year 
EGWPs that choose this option must provide appropriate beneficiary notice as specified in 
423.120(b)(5).  Alternatively, PDP sponsors offering non-calendar year Part D EGWPs whose 
plan start date occurs after conditional approval of the formulary for the following calendar 
year (CY) may elect to use that formulary for the entire non-calendar plan year.  Any further 
changes for the rest of the non-calendar year would have to be consistent with the process for 
updating CY 2008 formularies and requesting negative formulary changes as described in the 
HPMS memorandum, Updating CY 2008 Formularies, November 28, 2007. 
 
The following example illustrates the above-stated policy.  A non-calendar year Part D EGWP 
with a start date of October 1, 2008, could either: 
 

• Use its CY 2008 conditionally approved formulary throughout the employer/union 
sponsor’s plan year (October 1, 2008 –September 30, 2009) and make no negative 
changes; 

 
• Use its CY 2008 conditionally approved formulary from October 1, 2008 – December 

31, 2008 and its CY 2009 conditionally approved formulary from January 1, 2009 – 
September 30, 2009) and request negative changes through July 31, 2009, in 
accordance with the above-stated policy; or 

 
• Use its CY 2009 conditionally approved formulary throughout the employer/union 

sponsor’s plan year (October 1, 2008 – September 30, 2009) and request negative 
changes through July 31, 2009, in accordance with the above-stated policy. 

 
20.15 - Beneficiary Customer Service Call Center Requirements 
(Rev.6, Issued: 11-07-08, Effective/Implementation: 11-07-08) 
 
CMS has granted a waiver of the Part D beneficiary customer service call center hour 
requirements for all Direct Contract and “800 series” EGWPs offered by PDP sponsors.  See 
Addendum 2 - Customer Service Call Center Requirements of the Medicare Marketing 
Guidelines (as revised 7/25/06).  These entities will be allowed to operate beneficiary 
customer service call center hours for their employer/union group health plan only enrollees 
that differ from the Part D requirements for plans offered to individual beneficiaries.  These 
entities must ensure that a sufficient mechanism is available to respond to beneficiary 
inquiries and must provide customer service call center services to these Part D eligibles 
during normal business hours.  However, CMS may review the adequacy of these call center 
hours and potentially require expanded beneficiary customer service call center hours in the 
event of beneficiary complaints or for other reasons in order to ensure that the entity’s 
customer service call center hours are sufficient to meet the needs of its enrollee population.  
Also, CMS has granted a waiver of the Part D call center performance requirements for all 
Direct Contract and “800 series” EGWPs. 
 



 
 
 
20.16 - Waivers Only Applicable to Direct Contract EGWPs 
(Rev.6, Issued: 11-07-08, Effective/Implementation: 11-07-08) 
 
20.16.1 - Governmental Entities 
(Rev.6, Issued: 11-07-08, Effective/Implementation: 11-07-08) 
 
In general, in accordance with section 1860D-41(a)(13) of the Act, governmental entities are 
not permitted to be PDP sponsors.  However, CMS waived this prohibition for governmental 
entities, such as for state retirement funds and municipal or local government plans, applying 
to sponsor a Direct Contract EGWP for their retirees. 
 
20.16.2 - State Licensure 
(Rev.6, Issued: 11-07-08, Effective/Implementation: 11-07-08) 
 
In general, a Part D sponsor must be organized and licensed under State law as a risk-bearing 
entity eligible to offer health insurance or health benefits coverage in each State in which it 
offers coverage (42 CFR 423.401(a)(1) and 42 CFR 423.504 (b)(2)).  However, an 
employer/union Direct Contract EGWP applying to become a PDP solely for purposes of 
providing prescription drug coverage to its retirees will not have to meet the state licensing 
requirements set forth in 42 CFR 423.401(a)(1) and 42 CFR 423.504(b)(2) as a condition of 
being a Medicare prescription drug plan sponsor.  CMS waived the licensure requirement for 
employer/union Direct Contract EGWPs that provide coverage to their own retirees.  
However, as a condition of this waiver, CMS requires that these entities meet certain financial 
solvency standards (see section 20.16.3). 
 
20.16.3 - Financial Solvency 
(Rev.6, Issued: 11-07-08, Effective/Implementation: 11-07-08) 
 
The financial solvency requirements for employer/union Direct Contract EGWPs are set forth 
in Appendix I of the 2009 Solicitation for Applications for New Employer/Union Direct 
Contract Prescription Drug Plans (PDP) Sponsors, dated January 24, 2008.  CMS requires that 
the entity demonstrate that its fiscal soundness is commensurate with its financial risk and that 
through other means, the entity can assure that claims for benefits paid for by CMS and 
beneficiaries will be covered.  In all cases, CMS will require that the employer/union 
sponsor’s contracts and sub-contracts contain beneficiary hold harmless provisions as 
described in Appendix I and in other CMS guidance. The employer/union may request 
waivers/modifications of the requirements in Appendix I by completing Appendix III 
(“HPMS Technical Plan Bidding Instructions for Organizations Offering Part D 
Employer/Union-Only Group Waiver Plans in Contract Year 2009). CMS may, at its 
discretion, approve requests for such waivers/modifications on a case-by-case basis. 
 

http://www.socialsecurity.gov/OP_Home/ssact/title18/1860D-41.htm
http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&sid=11566bb36573a1db3a387490d5da693f&rgn=div8&view=text&node=42:3.0.1.1.10.9.2.1&idno=42
http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&sid=11566bb36573a1db3a387490d5da693f&rgn=div8&view=text&node=42:3.0.1.1.10.11.2.5&idno=42

