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COBRA CHANGES UNDER THE AMERICAN RECOVERY 

AND REINVESTMENT ACT


The Federal Stimulus Legislation (the American Recovery and Reinvestment Act of 2009), enacted on February 17, 2009, includes a COBRA premium reduction and subsidy for certain eligible employees.  The requirements are effective April 18, 2009.

I.
What is the COBRA premium subsidy?


A.
Employees and/or their spouse and dependents who lose coverage under the school district’s group health insurance plan due to termination of employment may elect to continue coverage (generally for 18 months) under the district’s plan pursuant to the Consolidated Omnibus Budget Reconciliation Act (COBRA) by paying the monthly premium.


B.
The new subsidy applies a 65% reduction of COBRA premiums for a maximum of nine months for those employees who are otherwise eligible for COBRA continuation, and were involuntarily terminated from employment between September 1, 2008 and December 31, 2009, and who elect COBRA continuation coverage.  The Act does not specifically define involuntarily termination; however, it suggests that the subsidy applies to any type of involuntarily termination, including termination for cause, except for gross misconduct.


C.
Employers will be able to obtain reimbursement of the 65% premium subsidy as a credit against their quarterly federal employment tax filings. 

II.
What is required of the School District?


A.
On April 18, 2009, employers must notify individuals eligible for COBRA who terminated employment since September 1, 2008 of the COBRA premium subsidy.


B.
Eligible individuals must be given a second opportunity to enroll in COBRA coverage within 60 days after the notice is issued.  


C.
School Districts must begin paying a 65% premium subsidy for eligible individuals and must retroactively reimburse eligible individuals for COBRA payments made between February 17, 2009 and April 18, 2009.


D.
After April 18, 2009 and until December 31, 2009, School Districts must provide any individual entitled to elect COBRA coverage with a notice regarding the availability of the COBRA premium subsidy.


E.
The School Districts must maintain required documentation to receive credit for the COBRA subsidy payments from federal withholding tax.

III.
Model notices are available on the Department of Labor’s website at www.dol.gov/ebsa/COBRA.html.


Failure to issue the COBRA subsidy notice could subject the School District to fines of up to $110 per day and/or excise taxes of up to $100 per day per notice.
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