Stimulus Legislation Mandates Temporary COBRA Premium Relief
Effective 2/17/09, the American Recovery and Reinvestment Act of 2009 (ARRA) provides temporary, taxpayer-funded, premium relief for persons otherwise eligible to elect to continue an employers health plan coverage under COBRA.  
What is COBRA?

The Consolidated Budget Reconciliation Act of 1985 (COBRA) requires employers who have 20 or more employees and maintain a group health plan to allow eligible employees (and their beneficiaries) to elect continuation health plan coverage upon the occurrence of certain “qualifying events” (e.g., termination of employment, reduced working hours, death, or divorce).  Continuation health plan coverage historically has been available on a self-pay basis for up to a specified period of time (i.e., 18, 29, or 36 months).  COBRA also requires employer group health plans to provide plan participants and beneficiaries with a notice detailing their rights and the procedures under COBRA. 
What Does The ARRA Do? 
The ARRA establishes a temporary program of premium relief for Assistance Eligible Individuals (AEIs).  AEIs are those persons who became or who become COBRA eligible between 9/1/08 and 12/31/09. AEIs who elect continuation coverage may receive a 65% plan continuation premium discount.  In other words, where historically employers require such individuals to pay 100% of COBRA plan premiums, AEIs may only be required to pay 35% under this temporary program.  AEIs already on COBRA coverage are eligible for reimbursement of 65% of their paid premiums, either as a refund or as a credit against future premiums due.  Regardless of the length of their COBRA eligibility, AEIs may only receive an ARRA subsidy for up to 9 months.  
How Does The ARRA Program Impact COBRA Notice and Elections?
The Department of Labor (DOL) will issue a new model notice form by 3/19/09.  NADA suggests that dealers use that form to issue the new required notice to AEIs.  AEIs that become COBRA eligible on or after 9/1/08 must be given a new COBRA notice by no later than 4/18/09 (even if they received a COBRA notice previously), and may elect COBRA coverage up to 60 days after receiving the new notice.  Thereafter, AEIs must receive new COBRA notices only if they become COBRA eligible prior to 1/1/10.  

How is the premium subsidy reimbursed? 
AEIs who elect COBRA coverage typically will pay 35% of the premium, either through the employer or directly to the health plan administrator or provider.  An employer may offset its share against any payroll taxes due.  Multiemployer or insurer health plans must obtain reimbursement from the government on their own.  For more on premium subsidy reimbursement, see: http://www.irs.gov/newsroom/article/0,,id=204505,00.html.
What should I do now?
1. Make a list of all of your AEIs to date.
2.  Contact your health plan, payroll, and/or COBRA administrators to determine how they intend to assist you with this temporary premium relief program.

3.  When the DOL notice issues later this month, ensure that it is provided it to all AEIs. 
4.  See the DOL website: http://www.dol.gov/ebsa/cobra.html for more information.
