SRBC

SUGARMAN, ROGERS,
BARSHAK & COHEN, P.C.

Attorneys at Law

101 Merrimac Street
Boston, MA 02114
(617) 227-3030
(617) 523-4001 Fax
www.srbc.com

April 2009

Employment Law Alert

COBRA BENEFITS EXTENDED UNDER RECENT STIMULUS
LEGISLATION

On February 17, 2009, President Obama signedamtéhe economic stimulus
bill known as the American Recovery and Reinvestrden (the “Act”). The Act
includes several amendments to “COBRA,” the fedienalthat requires employers with
20 or more employees to offer a continuation ofugrbealth insurance benefits to
individuals who would lose their coverage as altexfia “qualifying event,” such as a
termination of employment. A number of states|uding Massachusetts, have so-called
“mini-COBRA” statutes that extend COBRA-like bengfio employers with as few as
two employees. These “mini-COBRA” laws may alscaffected by the new legislation.
Under COBRA and under the Massachusetts mini-COBERA a recently terminated
employee can elect to continue in the group health plan in which he or she
participated at the time of termination. The forramployee is, however, required to pay
the full cost of such coverage, plus a small adstiative fee.

The Act was designed to assist eligible benefiegato continue health care
coverage while they are between jobs. The Actraptishes this, in part, by reducing the
premiums paid by those who meet certain incomebdity requirements and are
involuntarily terminated, and their families, bypapximately 65%. Premium assistance
may also be provided to those who are involuntaeiyninated from smaller companies
not governed by COBRA, but subject to a state “IQIBRA” statute. For example,
premium subsidies are available to those who ar@untarily terminated from
Massachusetts companies with 2-19 employees uhd€&ammonwealth’s mini-COBRA
laws. The Act also obligates employers to provigdaied notices to qualified
beneficiaries under COBRA or mini-COBRA. Althoutltis Alert summarizes the key
provisions of the Act as they relate to COBRA, weammend that you contact us or
other counsel regarding how this new law may afyect or your business.

Who Is Eligible for the COBRA Premium Subsidy

The Act reduces the premium that an “assistanglk individual” must pay to
continue health insurance under COBRA from 102%hneftotal cost of coverage to 35%
of the cost of coverage. The U.S. Government slides the remaining cost of the
premium by directly reimbursing the employer, ptaiministrator, or insurance company
through a payroll tax credit.

An “assistance eligible individual” is an indiviali (1) with a modified adjusted
gross income of less than $125,000 per year (00,928 for married couples filing
jointly); (2) who is eligible to receive COBRA camtiation coverage as a result of an
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involuntary termination (other than for gross misgoct) that occurred between
September 1, 2008 and December 31, 2009; and,h@)ither elected to continue
coverage under the time frame set forth in COBRAIects to continue COBRA
coverage under the additional election period mediunder the Act. (Taxpayers who
earn between $125,000 and $145,000, or between®=5and $290,000 for married
couples filing jointly, are eligible for a reducsdbsidy). An individual who is eligible
for other group health insurance coverage (sutchrasgh Medicare, a new employer’s
health plan, or a spouse’s health plan) is notaasistance eligible individual.”

Expiration of COBRA Premium Subsidy

The subsidized premium lasts up to 9 months diteetigible individual first
receives the subsidy, but expires earlier if eifi¢ithe assistance eligible individual
becomes eligible for other group health insurancé€?) he or she reaches the end of the
maximum COBRA coverage period. (The maximum COBR®erage period arising
from a termination of employment is generally 18nths from the date of termination).

Additional Election Period

The Act provides certain individuals with anotl@portunity to elect health care
coverage. Namely, employees who meet the incomgibiéty requirements and who
were involuntarily terminated between Septemb&0D8 and December 31, 2009 and
who either elected not to continue health insuraimserage under COBRA or initially
elected, but then dropped, such coverage mustveeaaiotice as described below. An
assistance eligible recipient may elect to contiomeerage by completing the appropriate
paperwork within 60 days of receipt of the notice.

Notices to Qualified Beneficiaries Under COBRA

Under the Act, employers are obligated to providgce to all qualified
beneficiaries under COBRA who have experiencedadifging event at any time from
September 1, 2008 through December 31, 2009. nidtise must contain information
about the subsidy and the opportunity to elecstlissidized COBRA health insurance
coverage.

The U.S. Department of Labor has published seveaglel notices under
COBRA. These notices are tailored to differenegaties of recipients:

The notice to be sent to all qualified beneficianegho experience any qualifying
event between September 1, 2009 and December 82 ,i2€hegeneral notice
This notice contains the information required tadiselosed to covered
beneficiaries under the Act, as well as informatiequired by COBRA
regulations that pre-date the Act;

The notice to be sent to those who: (1) experigrcgualifying event after
September 1, 2008, (2) have elected coverage WM@BRA, and (3) still have
COBRA coverage is thebbreviated general noticd his notice contains
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information relating to the Act but does not conttie COBRA coverage
information that pre-dates the Act. The full gehexaice can also be sent in place
of the abbreviated general notice;
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HimTeE A Lag The notice to be sent to those who became eligibdker “mini-COBRA” laws is

thealternative noticeand

The notice to be sent to those who did not eledBR® continuation coverage or
elected to continue coverage, but thereafter dismosd COBRA coverage is the
notice in connection with extended election peridthis notice should have been
provided by April 18, 2009.

This Alert was prepared for the clients and friends of SugarRogers, Barshak & Cohen, P.C. ltis
provided for educational and informational purposely and is not a substitute for professional ee\an your specific
legal situation.
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