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Eligibility Period of COBRA Premium Subsidy Extended
Once Again

On April 15, 2010, President Barack Obama signed into law legislation (H.R. 4851) extending
benefits for unemployed workers, including an extension of the eligibility period for the COBRA
subsidy created under the American Recovery and Reinvestment Act (ARRA). The COBRA
subsidy was previously extended, with respect to the eligibility period, to include involuntary
terminations of employment occurring through March 31, 2010.
COBRA Subsidy Prior to Extension
Employers are permitted to charge employees electing to continue their health care coverage
through COBRA up to 102 percent of the cost of such continuation coverage. The COBRA
subsidy provides for a premium reduction under which eligible individuals pay only 35 percent of
their COBRA premiums and the remaining 65 percent of the premium cost is reimbursed to the
employer or coverage provider through a payroll tax credit. To be eligible for the subsidy, an
individual is required to lose health care coverage and become eligible for COBRA as the result of
the involuntary termination of a covered employee's employment. This loss of coverage must
have occurred after September 1, 2008. The premium reduction applies to periods of health
coverage beginning on or after February 17, 2009, and is available for a maximum of 15 months.
Extension of COBRA Subsidy
The bill extends the time frame during which an individual can become eligible for the subsidy by
two months to May 31, 2010. Prior to this new legislation, an individual who lost coverage after
March 31, 2010, would not have been eligible to receive the subsidy.
The bill does not change the maximum subsidy period of 15 months, the classification of an
otherwise eligible individual, nor the amount of the premium reduction.

To receive more information on the COBRA subsidy and its extension under ARRA, as amended,
please contact one of the following attorneys:
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bbarth@rc.com
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cchristie@rc.com
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