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New Federal Stimulus Act: COBRA Premium Subsidy

The 2009 Recovery Act, which became law on February 17, 2009, provides for up to 9-months of
reduced COBRA costs for employees (and their qualified dependents) whose employment was involun-
tarily terminated between September 1, 2008 and December 31, 2009.

TIP

Eligible individuals need only pay 35% of the normal COBRA costs for the 9-month period.

Single individuals with adjusted gross income over $125,000 (or married persons filing jointly
with AGI exceeding $250,000) are not eligible.

The employer must initially pay the remaining 65% of COBRA cost but is reimbursed with a
credit against federal payroll taxes (withholding and FICA).

Employees involuntarily terminated after August 31, 2008, but prior to the effective date, who did
not elect COBRA are given an extra 60 days to elect COBRA and receive this subsidy.

COBRA notices must refer to the availability of this new subsidy, and within 60 days of enact-
ment of this law, the group health plan must also notify anyone who already elected COBRA and
may be eligible for this subsidy, as well as individuals who did not elect but have the extra 60
days to elect.

Within 30 days of February 17, the Department of Labor and IRS will provide model notices.
Employers may either modify existing notice forms or include additional information with their
current COBRA notices.
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For additional information on this or any other labor and employment topic, please contact any
member of the Labor and Employment Team.

The firm restricts its practice in _the labor and employment area to the representation of

management.
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TIP is a publication of the Labor and Employment Practice Group of Smith Moore Leatherwood LLP. The information in this TIP should not be interpreted as legal advice with respect to specific
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