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CHIP Reauthorization Requires
Fast Action by Group Health Plans

President Obama signed the Children’s Health Insurance
Program Reauthorization Act of 2009 into law on
February 4, 2009." While the primary purpose of the
new law is to reauthorize the State Children’s Health
Insurance Program (SCHIP or CHIP)? through 2013, it
also includes provisions aimed at coordinating group
health plan coverage with CHIP and Medicaid coverage.
This Bulletin discusses those provisions.

One of the law’s provisions — the new 60-day group
health plan special enrollment period — appears to take
effect on April 1, 2009, the general effective date of the
new law. As such, it will necessitate immediate action by
plan sponsors.

NEW 60-DAY
SPECIAL ENROLLMENT PERIOD

The law creates a new special enrollment period that
applies to group health plans, similar to those currently in
effect for loss of other coverage and acquiring a new
dependent. Group health plans must permit employees
and dependents who are eligible for group health plan
coverage to enroll in the plan if they (1) lose eligibility for
Medicaid or CHIP coverage or (2) become eligible to
participate in a premium assistance program under
Medicaid or CHIP.® In both cases, the employee must
request special enrollment within 60 days (of the loss of
Medicaid/CHIP or of the eligibility determination).

! When the law, Public Law No0.111-3, is available online it will be
accessible from the following page of the Government Printing Office
Web site: http://www.gpoaccess.gov/plaws/111publ.html

2 The SCHIP (now CHIP) program (created in 1997) provides federal
funds to states to permit states to provide health coverage for certain
uninsured children (and some parents) who do not qualify for Medicaid.

A premium assistance program is an optional state program under
Medicaid or SCHIP that pays the employee’s share of the premium for
group health plan coverage.
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The law follows the same structure as the Health Insurance
Portability and Accountability Act of 1996 (HIPAA) and
amends the Internal Revenue Code, Employee Retirement
Income Security Act (ERISA) and the Public Health
Service Act. Because the new law amends the HIPAA
special enrollment rules, any applicable regulations would
apply to these new events. The most significant difference
between this new rule and existing rules is that individuals
who lose or gain Medicaid or CHIP have a 60-day
enrollment period, while other special enrollment periods
are limited to 30 days.

Under existing rules, a notice of special enrollment rights
must be provided at or before the time an individual is
initially offered the opportunity to enroll in a group health
plan. Consequently, the new special enrollment right will
need to be added to existing notices and summary plan
descriptions (SPDs).* Plan sponsors should review their
cafeteria plan documents as well, to assure that they
provide for change of status events under the new law.

PREMIUM ASSISTANCE AND
PURCHASING POOLS

The new law contains additional provisions that may have a
particularly significant impact on group health plans that
provide benefits to low-income populations (e.g., incomes
up to 300 percent of the Federal Poverty Level — $66,150
for a family of four):

> Premium Assistance States may adopt a premium
assistance program that would pay the employee’s share
of the premium for certain group health plan coverage
for a low-income child (and, in some cases, coverage for
the parent and other family members, as well).

* The HIPAA special enrollment rules require group health plans to
permit individuals to enroll within 30 days of experiencing a loss in
other coverage or acquiring a new dependent. There is model language
for HIPAA special enrollment rules, so it is likely that model language
will be issued for these events, as well.
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> New Disclosure to Participants Where there is a
state premium assistance program in place, each em-
ployer that maintains a group health plan would be
required to give notice to participants about the pro-
gram. This notice may be provided with group health

enrollment throughout the year will likely be required to
amend plan materials to provide notice.

As states begin to develop premium assistance programs,
plan sponsors that provide benefits to significant numbers

plan enrollment materials or open enrollment materi-

of low-income populations should be prepared to look

als, or concurrent with the furnishing of the plan’s
SPD. The law requires various government agencies
to develop the model notices within one year after
enactment. It also requires employers to distribute
these notices beginning with the first plan year that
begins after the agencies issue the model notices. The
Department of Labor (DOL) may assess a civil pen-
alty against an “employer” of up to $100 per day
from the date of the employer’s failure to provide a
notice of the availability of premium assistance.

> New Disclosure Requirement to States The law re-
quires plan administrators of group health plans to
disclose to a state, upon request, information about
the benefits available under the plan when the group
health plan covers an employee or dependent who is
also covered by Medicaid or CHIP. The disclosure is

carefully at the public programs available to these
individuals and consider how state health programs can be
coordinated with group health plan coverage.

As with all issues involving the interpretation or
application of laws and regulations, employers should
rely on their attorneys for authoritative advice on the
interpretation and application of the Children’s Health
Insurance Program Reauthorization Act of 2009.
Sibson Consulting can be retained to work with plan
sponsors employers and their attorneys to amend plan
documents, SPDs and enrollment material to provide

for the new special enrollment period.
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With an effective date of April 1, 2009, plan sponsors will
need to act quickly to amend plan documents, SPDs and www.sibson.com
enrollment materials to provide for the new special

enrollment period. Even plans that provide for continuous
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