TO:  COBRA Administration Clients
 
From:  Benefit Strategies LLC,  COBRA Administration Department
 
Important Notice:  New COBRA requirements under the American Recovery and Reinvestment Act of 2009 (ARRA)
 
(Action Required):  At the end of this message is a list of your former employees who were sent a COBRA notice by 
                                      Benefit Strategies since 9/1/2008.  Please review this list carefully, indicate which employees 
                                      were INVOLUNTARILY TERMINATED from employment at your organization and return the list to us.
 
 
BACKGROUND INFORMATION
Last week (February 17, 2009) President Obama signed the American Recovery and Reinvestment Act of 2009 (ARRA) also known as the 2009 Economic Stimulus Plan.  This legislation made several significant changes to COBRA administration that you need to be aware of.   The Act creates new COBRA requirements for employers and COBRA administrators that must be understood and implemented carefully on very short notice.  
 
In brief, the law makes COBRA coverage more affordable and accessible to workers who were involuntarily terminated from employment after September 1, 2008.  Under the ARRA, Assistance Eligible Individuals (AEI's) may pay reduced COBRA premiums for a period of up to nine months.  The federal government will subsidize 65% of the premium leaving the AEI responsible for the remaining 35%.  
 
Assistance Eligible Individual(AEI) - An AEI is defined as a qualified beneficiary who became eligible for COBRA continuation coverage between September 1, 2008 and  December 31, 2009 as a result of their Involuntary Termination of employment.  In most cases, this will include employees who were laid off or fired.  (Individuals fired for Gross Misconduct are not covered, however it is important to note that this term has not been defined in the COBRA regulations.  It may be prudent to notify all fired employees of their COBRA rights)  Employees who lost health coverage as a result of a divorce, retirement, reduction of hours, attainment of a certain age or voluntary resignation are not considered AEI's.
 
COBRA Subsidies - Assistance Eligible Individuals may be eligible to pay reduced COBRA premiums for a period of up to nine months.  The federal government will subsidize 65% of the premium leaving the AEI responsible for the remaining 35%.  This subsidy may last for a period of up to 9 months.  The subsidy phases out for AEI's whose federal adjusted gross income (AGI) is between $125,000 and $145,000 for individuals, and $250,000 to $290,000 for joint filers.  Employers/COBRA Administrators are not required to determine if an AEI is eligible for a subsidy; there is no way for them to know an ex-employee's family income circumstances.  Employees who inappropriately take a COBRA subsidy from the government will have to pay it back with a penalty when their income taxes are filed.  Eligibility for a COBRA subsidy ends when an individual becomes eligible for (not necessarily enrolled in) Medicare or another group health plan.  This includes eligibility for a spouse's medical plan or coverage with a new employer.
 
Employers are required to remit the full monthly premium to their insurance carrier and deduct the subsidy amount from their payroll tax obligation.  A statement of the involuntary terminations, and the premium subsidies accrued will be reported by the employer to the IRS.
 
Special Open Enrollment Option - If you offer more than one medical insurance plan you are allowed to offer AEI's the option to choose a less expensive plan than the one they were enrolled in prior to termination.  Under normal COBRA rules, a qualified beneficiary may only continue the coverage in effect before the qualifying event. Under this special open enrollment option, an AEI would have 90 days to make the election to choose a lower cost medical insurance plan.
If you wish to offer this special open enrollment, you will need to let us know.
 
Employer / Benefit Strategies (COBRA Administrator) Requirements - Employers are required to notify all employees who where involuntarily terminated from employment between 9/1/2008 and 12/31/2009 of their rights under the ARRA.  As COBRA Administrator for your organization, Benefit Strategies is prepared to provide the necessary notifications on your behalf.  
 
For clients who were using our services prior to 9/1/2008, we have a record of all employees who were sent a COBRA letter with a qualifying event noted  as Termination of Employment.  Unfortunately, we do not know why they were terminated: was it Voluntary (employee resigned/quit) or Involuntary (employee was laid off or fired)?  We need for you to let us know which employees would meet the definition of an Assistance Eligible Individual (AEI) which generally means they were terminated Involuntarily.   At the end of this message is a list of potential AEI's in our records.  Please carefully review this list and identify the ones you would like an ARRA notification letter to be sent to.   
 
For clients who began using our services after 9/1/2008, we have a record of all employees who were sent a COBRA letter with a qualifying event noted  as Termination of Employment as of the date we began to provide service to you.   Again, we need to know why they were terminated: was it Voluntary (employee resigned/quit) or Involuntary (employee was laid off or fired)?  We need for you to let us know which employees would meet the definition of an Assistance Eligible Individual (AEI) which generally means they were terminated Involuntarily.   At the end of this message is a list of potential AEI's in our records.  Please carefully review this list and identify the ones you would like an ARRA notification letter to be sent to.   If you would like us to send the ARRA notifications to employees who were involuntarily terminated between 9/1/2008 and the date we began providing administrative service, you will need to fill out the normal PQB form used to inform us of a qualifying event (form is attached).  
 
Benefit Strategies will assess a fee for the additional administrative work due to the new law as follows:   
 
$20 per Employee designated as a possible Assistance Eligible Individual
(There will be one charge for each person we provide notification to on behalf of the employer)
 
Instructions:           1.        Please review the following list of people and select Yes or No to indicate if he/she was involuntarily terminated.   
                                    2.        If there is no number in the SSN# column, you will need to provide us with the person's Social Security Number.  
                                                This number will be needed for your reports to the IRS.  Previously, the number was not required to issue a COBRA 
                                                notice so we do not have them for all people.
                                    3.        If you believe there should be additional people on this list, please let us know.
                                    4.        If you wish to offer AEI's the option to choose a less expensive medical plan under a Special Open Enrollment, please indicate below.
 
Thank you for your assistance in providing the information we need.  
__________________________________________________________________________________________________________________
 
            Do you want to offer a Special Open Enrollment?     ____________      
 
No one listed - Please confirm.
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