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March 8, 2009 – Stimulus Bill COBRA Reduction 
Q:  A friend told me about a new law that lowers how much money I would have to pay for COBRA to continue my health insurance in case I lose my job or get laid off.  Is this true? I haven’t heard about it in the news.  How much would I save?

A:  Yes, it is true.  The new stimulus package the president signed into law on February 19, 2009 had a COBRA provision that hasn’t received too much attention. The American Recovery and Reinvestment Act, makes it more affordable for some employees to keep their insurance. The new law provides a 65 percent reduction in cost. Here is some comparative information.

Current Law - COBRA is the acronym for the current law requiring companies with more than 20 employees to offer continuation (normally 18 months) of health insurance after employment ends.  The employee is free to accept but must pay the employer 10 percent of the cost of the insurance each month (plus an administrative fee).  Because most employees don’t know how much their employer had been funding all along, they get sticker shock when told how much they have to pay to continue coverage.  Sadly, many people can’t afford it and have to go without insurance. 

New Law - The new law states that “eligible” employees will pay only 35 percent of the insurance cost each month; the employer pays the difference.  The employer is then entitled to a tax credit for that amount. The 65 percent employer contribution lasts for only nine months of the COBRA period, at which point the employee goes back to paying full price. 
Who’s eligible? Those who lost their job involuntarily and were (or will be) eligible for COBRA between September 1, 2008 and December 31, 2009. 

Who’s NOT eligible?  Those who quit voluntarily or lost insurance coverage due to a reduction in hours; or loss of dependant status such as divorce.  Additionally, those who can get coverage through a spouse or Medicare don’t qualify.  
If your company has more than 20 employees you are affected by the changes.  I recommend you visit the Department of Labor’s Web site at www.dol.gov/COBRA for information, FAQ’s, fact sheets and posters.







