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COBRA PREMIUM REDUCTION

The American Recovery and Reinvestment Act of 2009 (ARRA) provides for premium reductions and
additional election opportunities for health benefits under the Consolidated Omnibus Budget
Reconciliation Act of 1985, commonly called COBRA. Eligible individuals pay only 35 percent of their
COBRA premiums and the remaining 65 percent is reimbursed to the coverage provider through a tax
cradit. The premivum rechuction applies to periods of health coverage beginning on or after

February 17, 2009 and lasts for up Lo nine months,

COBRA

COBRA gives workers who lose their jobs, and thus their health benefits, the right to purchase group
health coverage provided by the plan under certain circumstances.

If the employer continues to offer a group health plan, the employer and his/her family can retain
their group health coverage for up 1o 18 manths by paying group retes. The COBRA premium may
be higlver than what the mdividual was paying while employed but gencrally the cost is lower than
that for private, ixtividual health insurance coverage.

The plan administrator must notify affected employees of their right to clect COBRA. The employer
and his/her family each have 60 days fo elect the COBRA coverage, otherwise they losr all rights to
COBRA benefits.

Note: COBRA generally does not apply to plans sponsored by employers with less thest 20

employees. Many States have simifar requircments for small plans providing benefits through an
insurance company. The premitm reduction is available for plans covered by these State laws,

Changes Regarding COBRA Continuation Coverage Under ARRA:

Premium Reduction: The premium reduction for COBRA continuation coverage is available to
“assistance eligitde individuals®.

An "assistance dligible individual” is the employee or a member of his/her family who:

» s eligible for COBRA continuation coverage at any time between September 1, 2008 and
Decernber 31, 2009,

s elects COBRA coverage: and

» s eligible for COBRA as a result of the employee’s involuntary terminztion between
September 1, 2008 and December 31, 2009.
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“These whe are digible for other group hralth coverage {such as a spouse’s plan) or Medicare ere not
cligibie for Ehe pramium reduction. There is o premium reduction for premiums paid for periods of

coverage prior to February 17, 2009.

ARRA Lreats assistance eigible individuals who pay 35 percent of their COBRA premium as having
paid Ehe ful amount. The premium roduction {65 pereent of the fudl premnium) is reimbursable te the
employer, insurer or health plan as a sredit against certain employment taxes. If the credit amoimt is
greater than the taxes due, the Secretary of the Treesury will directly reimburse the , insurer
wr plan for the cxcess.

The preminen refuction applies to periods of coverage beginning on or after February 17, 2009. A
perixd of coverage is a month or shorter period for which the plan charges a COBRA premium. The
premium reduction starts on March 1, 2009 for plans that charge for COBRA coverage on a calenddar
memth basis, The premium reduction for an individual ends upoo digibility for other group coverage
{or Medicarr), after 9 months of the reduction, or when the maximum perid of COBRA coverage
eruls, whichever oocurs first, Indivisduals paying reduced COBRA premiums must inform their plans
if they became eligibte for coverage under anokirer group health plan or Medicare.

Specinl COBRA Election Opportunity: Individuals involuntarily terminated from

September T, 2008 through Felwtary 16, 2009 whe did not dect COBRA when it was first offered OR
who did elect COBRA, but are no longer enralled (for example beczuse they were unable to centinue
paying the premium} have a new election opportunity. This eection period begins on February 17,
2009 and ends 60 «tays after the plan provides the required notice. This special election period does not
extend the period of COBRA continuation coverage beyond the original maximum period (generally
18 months frem the employee's involuntary termination). COBRA coverage elected in this special
election period begins with the first period of coverage beginning on or after February 17, 2009. This
special election period vpportunity does not apply to coverage sponsored by employers with less than
20 employees that is subject to State law.

Notice: Plan administrators must provide notice about the premium reduction to individuals who
have a COBRA qualifying event during the period from September 1, 2008 through

Decernber 31, 2009, Man administrators may provide notices separately or along with notices they
provide following a COBRA qualifying event. This notice must go to all individuals, whether they
have COBRA cuverage o not, who hal a qualifying event from September 1, 2008 through
Pevember 31, 2009,

hulividuals digible for the special COBRA election period described above also must receive a notice
informing them of this opportunity. This notice must be provided within 60 days following
February 17, 2009,

Expedited Review of Denfals of Premium Reduction: ndiviluals who are droind
treatmmen as assistance eligible indfviduals and thus are denied eligibility for the premiuin reduction
Iwhether by their plan, employer or insurer) may request an expedited review of the denial by the
U.5. Department of Labor. The Department must make a determination within 15 business days of
rreeipt of a completed request for review. The Department is carrently developing a process and an
uificial applicakion form that will be required to be completed for appeals.

Switching Benefit Options: If an anployer offers additional coverage options to active
employees, the employer may (but is not required to) atlow assistance eligible individuals to switch
the coverage options they had when they became eligible for COBRA. To retain eligibility for the ARRA
premium reduction, the different coverage must have the same or lower premiums as the individual's
ariginal coverage. The different coverage can net be coverage that provides only dental, vision, a
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health Bexible spending account, or coverage for trealment that is Rurnished in an on-site facility
maintained by the employer.

Income fimits: If an individual's modified afjusted gross income for the tax year in which the
premium assistance is received excends $145,000 [or $290,000 for jint filers), then the amount of
the premium reduction during the 1z2x yrar must be repaid.  For taxpayers with adjusted gross
incomie hebween: $125,000 and $145,000 for $250,000 and $290,000 for joint filers), the amount of
the premium reduchion that raust be repaid is reduced proportionately. Individuals may permanently
waive the right to preminm reduction but may not later obtain the premium reduction if their
adjusted gross inoomes end up below the Gmits. If you think that your income mey exceed the
amounts above, consult your tax preparer or contact the [RS at wivw.irs.gov

This fact sheet has bren developed by the U.5. Department of Labor, Employee Benefits Security Adeministration,
Washington, DC 20218, 1t will be made available ins aliernate formats upon request: Voice phone: (202)
69-B664; TTY: 1-202-501-3911. In adition, the information in this fact shert constitubes a small entity
vompliance puide for urposes of the Small Business Reguistory Enforcement Fairness Aet of 1996.
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COBRA Health lnsurance Continvation Premimm Subsidy

GOBRA Health Insursnce Continustion Prensium Subsidy

TMMMNMMdNMmMWMbmm
irwoluntzay loss Toir johe. Tha [RS lssued @ niws release Fair. 26 oulining Informelion for employers. indivicels
wher qualify for the COBRA subsidy premium should see balow for more information.

Information for Employers

mmmmwmumummmmbmwm
fripstions andg snewers may halp.

Employers should use the updated Form 841, Employer’s Quastedy Federsl Tixx Retum, i rsgort their COBRA
prem asalstance paynents.

The Form 941 inatruciions. sopisin how o crempisie Ines 126 and 125, which address the COBRA pramium assietance
payanis

information for Employees or Former Employees

Workers who e el their jobs mevy qually for 5 85 parcent subsidy for COBRA continusion presilums for
themmeives and thelr faniios for up fo nine monthe.

Eligible workers will have io pay 35 percant of the premiunt to their formar amployers.

Tow.ummmmmwmmnmwmm,mmm
ioat fhelr jobs botwesn Sepl. 1, 2008, and snactmen, tut fafied 1o initielly clect COBRA bocause i wew unaliordable,
ol an addiicnal B0 dave io elect COBRA snd receive the aubsidy.

This subsidy phases out for individusls whoss modited adjusted goss Intome exceds $126,000, or $250,000 for
those fiiing joint returns, Taxpayers with modfied adjusted groes Income exceeding $145,000, or $200,000 for those
filing ol retums, do not qualify for the subsidy.

More formation on the COBRA subeidy is available from the U.S. Deparimend of Labor.

Retum to [RS Information on the American Recovery ang Reinvestment Act of 2000.
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