COBRA Health Insurance Continuation Subsidy
What Employers Need to Know

bf'OWﬂ rUdka The American Recovery and Reinvestment Act of 2009 (better known as the
“Stimulus Bill”’) which was signed into law by President Obama on February 17,
2009 includes a nine-month 65% federal subsidy of COBRA premiums for
qualified individuals and an expansion of health care coverage continuation
rights for individuals involuntarily terminated between September |, 2008 and
December 31, 2009. The effective date of this portion of the Stimulus Bill,
referred to herein as the COBRA Subsidy, is March 1, 2009, but applies to any
full or short period of coverage after February 17, 2009, when the law was signed.

Overview of the COBRA Subsidy

s COBRA Subsidy — Employers are required to provide eligible
individuals with a subsidy of 65% of the cost of COBRA continuation
coverage for a period of nine months from the eligible individual’s
date of coverage as defined in this COBRA Subsidy. Once the
eligible individual pays 35% of the COBRA premium, the employer
(or the multiemployer group health plan) must pay the remaining
65% of the premium. The premiums paid by the employer will be
reimbursed through a payroll tax credit taken on the Form 941 filed
for the period during which the subsidized premiums are paid.
Employers must also file reports with the IRS that attest to the
involuntary termination of the covered employee, indentify the
payroll tax credit taken for the reporting period and an estimate for
the next period, and identify covered employees and the subsidy
amounts for each.

» Eligibility — any individual who became or becomes eligible for
COBRA continuation coverage during the period September |, 2008
through December 31, 2009; provided the qualifying event consists
of the involuntary termination of the covered employee’s
employment during this time period. Eligible individual includes the
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covered employee and his or her qualified beneficiaries.!
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= Employer Notification — no later than April 18,
2009 (60 days from the date the law was signed),
employers must provide all eligible individuals
notice of the COBRA Subsidy. The notice will
inform eligible individuals who currently receive
COBRA continuation coverage of their right to
receive the COBRA Subsidy commencing March |,
2009. In addition, the notice will inform eligible
individuals who do not currently receive COBRA
continuation coverage of their right to elect such
coverage under the extended election period. The

Department of Labor is expected to provide model

notices within 30 days.

= Extended Election Period — any eligible individual
will have 60-days from the date the employer
provides notice of the COBRA Subsidy to elect
COBRA continuation coverage.

= Coverage — there are three distinct coverage
periods under the COBRA Subsidy.

= Any eligible individual involuntarily terminated
between September |, 2008 and February 28,
2009 who elects coverage during the extended
election period will receive COBRA
continuation coverage effective as of March I,
2009. However, for purposes of determining
the duration of COBRA continuation coverage,
coverage is presumed to have begun on the
date the eligible individual lost coverage.

For example, an individual whose employment
was involuntarily terminated on September 1,
2008 is eligible for 18- months COBRA
continuation coverage (coverage terminates
February 28, 2010). Assuming such individual
did not elect coverage at the time of termination

but elects coverage under the extended
election period, the individual would be
eligible for continuation coverage for only
I2-months (coverage terminates the original
termination date of February 28, 2010).

n Similarly, for individuals currently enrolled in
COBRA continuation coverage, the COBRA
Subsidy will commence March 1,2009. The subsidy
is not retroactive to the date coverage began.

» Any eligible individual who is terminated
between March 1,2009 and December 31,
2009, and who elects COBRA continuation
coverage under the normal course will be
eligible for the COBRA Subsidy on the date
that COBRA coverage commences.

Termination of COBRA Subsidy — the COBRA
subsidy terminates on the first to occur: (1) the
period ending nine-months from the date the
eligible individual first receives the COBRA
Subsidy (i.e., March 1,2009 or such later date as
described above), (2) the covered individual
becomes eligible for other group health
insurance, or for Medicare, or (3) the individual’s
COBRA eligibility ends under the applicable
COBRA continuation coverage provision.

Amending Coverage Under COBRA - if
permitted by an employer and subject to certain
restrictions, eligible individuals will have 90-days
from the date the employer provides notice of
the COBRA Subsidy to elect employer provided
coverage that is different than coverage under
the plan in which such individual was enrolled at
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the time the qualifying event occurred.
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Information contained in this Alert is not intended
to constitute legal advice by the author or the
attorneys at Brown Rudnick LLP, and they
expressly disclaim any such interpretation by any
party. Specific legal advice depends on the facts of
each situation and may vary from situation to

situation.

Distribution of this Alert to interested parties
does not establish an attorney-client relationship.
The views expressed herein are solely the views
of the authors and do not represent the views of
Brown Rudnick LLP, those parties represented by
the authors, or those parties represented by
Brown Rudnick LLP.

SR OWNRUDNICK

Action Items

Employers should begin compiling a list of all employees who have been
involuntarily terminated other than for gross misconduct since September
[,2008. The list should be divided between those currently enrolled in
COBRA continuation coverage and those who are not. The list should
also include spouses and children covered at the time of the qualifying
event. These persons will be entitled to a special election period as well.
Coverage dates may need to be adjusted depending on when each
person’s qualifying event occurred. Plan administrators must work with
their COBRA administrators to tweak their systems in order to
accommodate these changes. In addition, employers should decide
whether they wish to develop their own COBRA subsidy notices to
employees or wait for the Department of Labor to issue model notices.

We can assist you if you have terminated employees on or after
September [, 2008, or are considering terminating employees in the near
future, in order to ensure that these new COBRA notification and subsidy

requirements are met.

I An eligible individual with modified adjusted gross income of $125,000 or more ($250,000 or more in the
case of a joint filer) will be subject to recapture by the IRS equal to the amount of the subsidy when the

individual pays tax for the year.

For further information, please
contact your Brown Rudnick
attorney or one of the following
attorneys:

Brown Rudnick is an international law firm with
offices in the US and Europe. Our 200 attorneys provide
assistance across key areas of the law, including
employment law, complex litigation and arbitration,
bankruptcy and finance, corporate and securities,
intellectual property, real estate, energy, and government
law and strategies.

James L. Hauser
+1.617.856.8130

Our Employee Benefits & Executive Compensation Practice ihauser@brownrudnick.com

Group represents businesses at all stages of development,
including emerging growth companies, public companies and
large private institutional businesses.

Rebecca F Alperin
+1.617.856.8318

ralperin@brownrudnick.com
We provide a wide range of legal and consulting services to

cover the many aspects of employee benefits law, including
design, implementation and administration of benefits plans
and programs. In this complex area, we provide an

aggressive, results-oriented approach to meet the specific
business goals of our clients.

© 2009 Brown Rudnick LLP
Prior results do not guarantee a similar outcome.





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




