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Stimulus Bill Expands COBRA Benefits

The “Stimulus Bill,” signed Tuesday February 17, 2009, lowered the cost of COBRA continuation coverage for
employees whose employment was or is involuntarily terminated on or after September 1, 2008 and before January
1, 2010, and their eligible dependents (together referred to as “Assistance Eligible Individuals”). In addition, those
Assistance Eligible Individuals who did not timely elect COBRA are given another opportunity to elect that
coverage, although their total period of COBRA coverage generally is not extended. Starting in March, for a period
not longer than 9 months, Assistance Eligible Individuals are only required to pay 35% of the COBRA premium
payment under an employer’s group health plan for periods after February 17, 2009. The other 65% is paid for by
the Federal Government in the form of a credit against the employer’s payroll taxes at the time the individual makes
his 35% premium payment. This premium assistance benefit is phased out for high-income individuals.

If an Assistance Eligible Individual does not have COBRA coverage election in effect on February 17, 2009, he or
she is permitted to elect COBRA coverage within 60 days of receiving appropriate notice from the plan
administrator of the availability of the new subsidized COBRA premiums and the ability to elect COBRA coverage.
Plans have until April 17, 2009 to provide this notice to those Assistance Eligible Individuals.

Employers must also amend their existing COBRA notices, or provide additional separate COBRA notices, to
explain the new COBRA benefits to employees who are involuntarily terminated before January 1, 2010 and their
dependents. The Treasury Department is to issue model notices within the next 30 days.

The new legislation also expanded the group of employees who are eligible for trade adjustment assistance (so-
called “TAA Eligible Individuals”) to include certain service sector workers and certain workers affected by off-
shoring or outsourcing to any foreign country. These TAA Eligible Individuals, as well as others who are TAA
eligible, are given an extended period for COBRA coverage beyond the normal 18- and 36-month limits. Their
COBRA coverage is extended until the earlier of the date they lose TAA eligibility or December 31, 2010. Finally,
TAA Eligible Individuals had the tax credit for their COBRA premiums increased from 65% to 80%.

If you have any questions regarding the foregoing, please contact one of the attorneys listed below.
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