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Are the COBRA changes under the 2009 Stimulus Act 

going to affect your business? 
 
Known as the "St imulus Bi l l , "  the Amer ican Recovery and Reinvestment  Act  

(ARRA) was s igned in to  law by Pres ident  Obama on February 17,  2009.  The 

$787 b i l l ion s t imulus package wi l l  have a far - reaching af fect  on the country ’s  

economy and for  every Amer ican employer .  As  par t  o f  th is  s t imulus b i l l ,  the 

government  is  prov id ing a n ine-month subsidy cover ing 65 percent  o f  the 

COBRA premiums for  “Ass is tance El ig ib le  Ind iv iduals”  (AEI) ,  e f fect ive 

immediate ly  for  workers who were la id  of f  between September 1,  2008,  and 

December 31,  2009.  Employers are requi red to  prov ide the 65 percent  

subs idy,  and wi l l  la ter  receive a re imbursement  f rom the government  in  the 

form of  payro l l  tax re imbursements.  The new COBRA subsidy poses daunt ing 

admin is t ra t ive chal lenges for  employers.  Fa i lure to  prov ide t imely  not ice and 

meet  the not ice requi rements under  COBRA can lead non-compl iance and 

c iv i l  penal t ies under  ERISA.  

 

Employer/Plan Administrator Action Items 
 

Ident i fy  group health plans affected.   

 

The St imulus Act  prov ides that  the COBRA premium subsidy appl ies to  a l l  

types of  group heal th  insurance p lans,  inc lud ing fu l ly  insured,  se l f - funded,  

prescr ip t ion,  denta l ,  and v is ion subject  to  federa l  COBRA law under  the 

Employee Ret i rement  Income Secur i ty  Act  o f  1974.  I t  does not  apply  to  

heal th  care f lex ib le  spending account  p lans.  

 

Ident i fy  assistance-el igible individuals.  

 

Employers must  f i rs t  know the important  dates regard ing AEIs and any other  

dates/admin is t ra t ive requi rements under  the new law.  The new subsidy 

appl ies to workers,  dependents of  workers and benef ic iar ies of  workers 
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involuntar i ly  terminated between September 1,  2008,  and December 31,  

2009.   

 

Determine i f  a  terminat ion of  employment is  involuntary.  

 

IRS Not ice 2009-27 prov ides guidance in  th is  area wi thout  actua l ly  def in ing 

“ invo luntary  terminat ion. ”  Refer  to  the act  for  guidance,  or  contact  at torney 

Jerry  Margraf  a t  574-232-3538 wi th  your  quest ions.  

 

Noti f icat ion of  extended elect ion period under COBRA. 

 

A group heal th  p lan was requi red to  not i fy  AEIs no la ter  than Apr i l  18,  2009,  

who had prev ious ly  e lected NOT to take COBRA, that  they now had a window 

of  oppor tun i ty  to  reconsider and s ign up for  the subs idy.  The extended 

e lect ion per iod began February 17,  2009,  and ended 60 days af ter  the 

employer  or  p lan admin is t ra tor  actua l ly  prov ided the requi red not ice.   

 

Modify COBRA premium payment system. 

 

Employers and p lan admin is t ra tors  must  be able to  accept  and process only  

35 percent  o f  the month ly  COBRA premium paid by AEIs.  The federa l  

government  wi l l  subs id ize the remain ing 65 percent  through subsidy of  

payro l l  taxes the employer  owes.  An employer  cannot  c la im the subsidy 

un less the AEI  actua l ly  pays the 35 percent  COBRA premium due for  the 

e l ig ib le  per iod of  coverage.  I f  the employer  pays  par t  o f  the 35 percent  

COBRA premium, subsidy of  payro l l  taxes is  avai lab le  on a l imi ted bas is .   

 

 

Employers and p lan admin is t ra tors  need to  develop procedures to  comply 

wi th  repor t ing obl igat ions.  They wi l l  a lso have to  ad just  COBRA procedures 

to :   

•  recognize the maximum subs idy per iod and determine whether  to  

implement  spec ia l  coverage opt ions.  

•  accept  waiver  o f  r ight  to  receive subsidy for  h igh income earners.  

•  determine the impact  on ret i ree heal th  care coverage.  
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•  modi fy  COBRA procedures to  re f lect  extended COBRA per iods.  

 
 
The check l is t  above is  just  that .  Whether  a  company outsources the 

management  o f  heal th  care p lans or  handles them in ternal ly ,  make sure a l l  

the not i f icat ion requi rements under  the St imulus Act  are be ing met  and the 

p lan is  in  compl iance.  A rev iew of  formal  p lan documents,  p lan descr ip t ions 

and employee not ices should a lso be completed to  determine i f  changes are 

necessary due to  other  recent  changes in  laws l ike Michel le ’s  Law,  2009 

changes in  the Menta l  Heal th Par i ty  Act  and the Chi ldren ’s  Heal th  Insurance 

Program Reauthor izat ion Act .  Contact  At torney Jerry  Margraf  by emai l  or  ca l l  

574-232-3538  w i th  quest ions about  compl iance.  To learn more v is i t  the South 

Bend law f i rm Web s i te  o f  Tuesley Hal l  Konopa,  LLP.   

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
Jerome L.  Margraf ,  Attorney 
After  a  successfu l  30-year  bus iness 
management  and engineer ing career ,  
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Disclaimer 
This article is for informational purposes only and should not be relied upon as legal advice, neither is it 
intended to be a comprehensive explanation of the COBRA changes under the 2009 Stimulus Act.  


