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Established 1984Established 1984

Partners:Partners:
Paul Lambert CEBS, CLU, CICPaul Lambert CEBS, CLU, CIC
Sean CarneySean Carney
Jason JaworoskiJason Jaworoski

Your Source for 360Your Source for 360oo Benefit SolutionsBenefit Solutions
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Independent Benefit Brokerage and Consulting FirmIndependent Benefit Brokerage and Consulting Firm

Representing over 150 Clients Representing over 150 Clients 
Ranging in size from 10 to 5,000 EmployeesRanging in size from 10 to 5,000 Employees
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American Recovery and American Recovery and 
Reinvestment Act Reinvestment Act 

of 2009 of 2009 
(ARRA) (ARRA) 



Feb. 2009Feb. 2009 Providing 360o Benefit SolutionsProviding 360o Benefit Solutions 44Lambert & Carney Benefits Group, LLC     Providing 3600 Benefit Solutions 
The information contained in this presentation is confidential.

AgendaAgenda

ARRAARRA-- What is itWhat is it
Impact on COBRAImpact on COBRA
Important DefinitionsImportant Definitions
Administration IssuesAdministration Issues
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American Recovery and American Recovery and 
Reinvestment Act of 2009Reinvestment Act of 2009

Also know as the Stimulus BillAlso know as the Stimulus Bill
1,0711,071-- page documentpage document
$787 billion economic stimulus package $787 billion economic stimulus package 
3,500,000 to 4,000,000 jobs3,500,000 to 4,000,000 jobs
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COBRACOBRA
Most COBRA Rules Remain the SameMost COBRA Rules Remain the Same

Under Present Law COBRA applies to:Under Present Law COBRA applies to:
Organizations that have at least 20 Organizations that have at least 20 
employees;employees;
Are not Church PlansAre not Church Plans
Are not Government PlansAre not Government Plans

ARRA will cover ARRA will cover 
Companies with fewer than 20 employees if Companies with fewer than 20 employees if 
there is a state continuation mandate in placethere is a state continuation mandate in place
Governmental EmployersGovernmental Employers
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Previously Under COBRAPreviously Under COBRA
Qualifying EventsQualifying Events

Death of covered employeeDeath of covered employee
Divorce or legal separationDivorce or legal separation
A dependent child aging outA dependent child aging out
Termination of employment (for other than Termination of employment (for other than 
gross misconduct) or reduction in hoursgross misconduct) or reduction in hours

ARRA impacts ARRA impacts only those with only those with 
involuntary terminationsinvoluntary terminations (for other than (for other than 
gross misconduct) gross misconduct) 
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ARRAARRA’’ss Impact on COBRAImpact on COBRA

COBRA SubsidyCOBRA Subsidy
Employee EligibilityEmployee Eligibility
Special EnrollmentSpecial Enrollment
Notice RequirementsNotice Requirements
Effective DateEffective Date
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65% COBRA Subsidy65% COBRA Subsidy
Subsidy available for up to 9 monthsSubsidy available for up to 9 months

Employers to receive a credit against Employers to receive a credit against 
payroll taxespayroll taxes
Subsidy terminates upon Subsidy terminates upon offeroffer of new of new 
employeremployer--sponsored health care coverage sponsored health care coverage 
or Medicare eligibility or Medicare eligibility 
Beneficiary must pay their portion of the Beneficiary must pay their portion of the 
premiumpremium
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65% COBRA Subsidy65% COBRA Subsidy
EmployerEmployer’’s payment to carrier doesns payment to carrier doesn’’t t 
changechange
65% subsidy is recouped through offset 65% subsidy is recouped through offset 
against income tax withholding from against income tax withholding from 
wages or FICA wages or FICA 
Entities wishing to claim reimbursements Entities wishing to claim reimbursements 
will need to file certain reports, including will need to file certain reports, including 
attestation of the involuntary termination of attestation of the involuntary termination of 
employmentemployment
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65% COBRA Subsidy65% COBRA Subsidy
MultiMulti--employer will be responsible for employer will be responsible for 
subsidy when they are the plan providersubsidy when they are the plan provider
Will need to file for reimbursement since Will need to file for reimbursement since 
they donthey don’’t have access to withholdings t have access to withholdings 
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65% COBRA Subsidy65% COBRA Subsidy
Applies to All COBRA Offered PlansApplies to All COBRA Offered Plans……. . 

MedicalMedical
DentalDental
VisionVision

……..Except ..Except FSAsFSAs
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ARRAARRA’’ss Impact on COBRAImpact on COBRA
Assistance Eligible Individual (AEI)Assistance Eligible Individual (AEI)

Any COBRA qualified beneficiary eligible for Any COBRA qualified beneficiary eligible for 
COBRA continuation by virtue of the covered COBRA continuation by virtue of the covered 
employeeemployee’’s involuntary termination between s involuntary termination between 
9/1/2008 and 12/31/20099/1/2008 and 12/31/2009

Employees with annual incomes less than Employees with annual incomes less than 
$125,000 (single) or $250,000 (couples) eligible $125,000 (single) or $250,000 (couples) eligible 
for the full assistancefor the full assistance

Prorated subsidy for employees earning Prorated subsidy for employees earning 
$125,000 to $149,999 (single) or $250,000 to $125,000 to $149,999 (single) or $250,000 to 
$289,999.$289,999.
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How is Income TrackedHow is Income Tracked

Eligibility for the subsidy is based on the Eligibility for the subsidy is based on the 
income for the taxable year in which it is income for the taxable year in which it is 
received (either 2009 or 2010)received (either 2009 or 2010)
Adjusted Gross Income on personal returnAdjusted Gross Income on personal return
If income exceeds limits then the subsidy If income exceeds limits then the subsidy 
for all months during the taxable year must for all months during the taxable year must 
be repaidbe repaid
Individuals can waive right to subsidyIndividuals can waive right to subsidy



Feb. 2009Feb. 2009 Providing 360o Benefit SolutionsProviding 360o Benefit Solutions 1515Lambert & Carney Benefits Group, LLC     Providing 3600 Benefit Solutions 
The information contained in this presentation is confidential.

Assistance Eligible Individual (AEI)Assistance Eligible Individual (AEI)

AEI would include AEI would include 
(i) a covered spouse defined by federal law(i) a covered spouse defined by federal law
(ii) a covered dependent child(ii) a covered dependent child

Does not include sameDoes not include same--sex domestic partnerssex domestic partners
Even if offered continuation coverage by the plan, such Even if offered continuation coverage by the plan, such 
an individual is not a an individual is not a ““qualified beneficiaryqualified beneficiary”” for purposes for purposes 
of federal COBRAof federal COBRA
SameSame--sex domestic partners donsex domestic partners don’’t have independent t have independent 
right to Subsidyright to Subsidy
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Assistance Eligible Individual (AEI)Assistance Eligible Individual (AEI)

Second Qualifying EventSecond Qualifying Event
If second event happens within the 9 month If second event happens within the 9 month 
subsidy other qualified beneficiary gets subsidy other qualified beneficiary gets 
subsidy through the end of 9 month periodsubsidy through the end of 9 month period
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Notice RequirementsNotice Requirements
Model notices are due from the DOL 30 days Model notices are due from the DOL 30 days 
after enactmentafter enactment
Must include information on the availability of Must include information on the availability of 
premium assistance premium assistance 

placed in a prominent manner.placed in a prominent manner.

Option to enroll in other coverage if permittedOption to enroll in other coverage if permitted
Info on forms necessary to establish eligibility for Info on forms necessary to establish eligibility for 
subsidy subsidy 
Contact information of plan administratorContact information of plan administrator
Description of the extended election period Description of the extended election period 
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ARRA Special ElectionARRA Special Election
Current COBRACurrent COBRA-- 60 to notify60 to notify
AEI termed prior to 3/1/2009 now have AEI termed prior to 3/1/2009 now have 
additional  60 days from later of date of additional  60 days from later of date of 
notice or March 1, 2009notice or March 1, 2009
Preexisting ConditionsPreexisting Conditions

HIPAA’s 63 day gap in coverage rule waived
Under Special Election- COBRA coverage 
begins March 1
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ARRAARRA’’ss Impact on COBRAImpact on COBRA
Special EnrollmentSpecial Enrollment

Employers can offer chance to elect Employers can offer chance to elect 
different coverage under the plandifferent coverage under the plan

It is up to the employer to determine if it wants It is up to the employer to determine if it wants 
to do thisto do this

Only available if the alternative plan is less Only available if the alternative plan is less 
expensiveexpensive
The alternative plan must also be available The alternative plan must also be available 
to active employeesto active employees
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AEIAEI’’ss Notice ResponsibilityNotice Responsibility

Must provide notice to the health plan Must provide notice to the health plan 
when eligible for other coveragewhen eligible for other coverage
Failure subject to 110% penaltyFailure subject to 110% penalty
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AEIAEI’’ss Payment ResponsibilityPayment Responsibility

The bill did not mention how long an AEI The bill did not mention how long an AEI 
has to make a payment. has to make a payment. 



Feb. 2009Feb. 2009 Providing 360o Benefit SolutionsProviding 360o Benefit Solutions 2222Lambert & Carney Benefits Group, LLC     Providing 3600 Benefit Solutions 
The information contained in this presentation is confidential.

Putting it TogetherPutting it Together

1/31/20111/31/20112/28/20102/28/20103/31/20103/31/2010COBRA End Date COBRA End Date (18 months)(18 months)

4/30/20104/30/201011/30/200911/30/200911/30/200911/30/2009Subsidy TerminatesSubsidy Terminates

8/1/20098/1/20093/1/20093/1/20093/1/20093/1/2009COBRA Subsidy BeginsCOBRA Subsidy Begins

8/1/20098/1/20093/1/20093/1/200910/1/200810/1/2008COBRA Coverage BeginsCOBRA Coverage Begins

NA term after NA term after 
3/1/20093/1/2009yesyesNANA-- already inalready inEntitled to New EnrollmentEntitled to New Enrollment

yesyesnonoyesyesElected COBRA @ TermElected COBRA @ Term

yesyesyesyesyesyesEligible for SubsidyEligible for Subsidy

8/1/20098/1/20099/1/20089/1/200810/1/200810/1/2008Date of TermDate of Term

Employee 3Employee 3Employee 2Employee 2Employee 1Employee 1
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Putting it TogetherPutting it Together-- How the Subsidy WorksHow the Subsidy Works

Assumptions: Assumptions: 
Termination date February 1, 2009 Termination date February 1, 2009 
PremiumsPremiums-- $1,000$1,000
2% admin charge2% admin charge-- $20$20
Hypothetical employer contribution during Hypothetical employer contribution during 

severanceseverance-- 50% of COBRA ($510)50% of COBRA ($510)
Severance paid until May 31, 2009Severance paid until May 31, 2009
On COBRA through January 31, 2010On COBRA through January 31, 2010
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Putting it TogetherPutting it Together-- How the Subsidy WorksHow the Subsidy Works

Under the scenario on the previous page the Under the scenario on the previous page the 
subsidy would be:subsidy would be:

FebruaryFebruary-- No SubsidyNo Subsidy
MarchMarch--MayMay-- 65% of $510 or $331.5065% of $510 or $331.50
JuneJune--NovemberNovember-- 65% of $1,020 or $663.0065% of $1,020 or $663.00
DecemberDecember-- January 2010January 2010-- No Subsidy No Subsidy 
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ARRAARRA

Effective DateEffective Date
March 1, 2009March 1, 2009

And there is only 1 full working day left in FebruaryAnd there is only 1 full working day left in February
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What to Do Right NowWhat to Do Right Now
Determine who has been involuntarily terminated since Determine who has been involuntarily terminated since 
September 1, 2008September 1, 2008

Identify those who elected COBRA (donIdentify those who elected COBRA (don’’t forget dependents only)t forget dependents only)
Determine who has not elected COBRA previously and their last Determine who has not elected COBRA previously and their last 
known addressknown address

Update COBRA materials to comply with new Update COBRA materials to comply with new 
requirementsrequirements
Determine whether to permit individuals to elect different Determine whether to permit individuals to elect different 
health plan optionshealth plan options
Review severance policies to determine need for employer Review severance policies to determine need for employer 
COBRA premium contributionsCOBRA premium contributions
Notify terminated individuals of their new rights and Notify terminated individuals of their new rights and 
responsibilities under ARRAresponsibilities under ARRA
Develop processes and procedures for the administration Develop processes and procedures for the administration 
of the COBRA subsidyof the COBRA subsidy
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What to Do Right NowWhat to Do Right Now
Provide Provide ““high income individualshigh income individuals”” the means to the means to 
permanently waive the premium subsidypermanently waive the premium subsidy
Determine how you will refund premiums to Determine how you will refund premiums to 
participants if they have paid in advance for participants if they have paid in advance for 
premiums due March 1, 2009 or later premiums due March 1, 2009 or later 
FollowFollow--up on status of the soon to be released up on status of the soon to be released 
model forms and regulationsmodel forms and regulations
Coordinate with COBRA administrator to Coordinate with COBRA administrator to 
determine who will be responsible for what determine who will be responsible for what 
activityactivity
Contact your payroll vendor if they file payroll Contact your payroll vendor if they file payroll 
taxes on your behalf taxes on your behalf 
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But There are Only 3 Days to But There are Only 3 Days to 
March 1, 2009March 1, 2009

Unlikely that the vast majority will be able Unlikely that the vast majority will be able 
to comply by 3/1/2009to comply by 3/1/2009
If If AEIAEI’’ss pay the full premiums for March pay the full premiums for March 
and or April plan Administrator must credit and or April plan Administrator must credit 
the subsidized portion against future the subsidized portion against future 
payments or refund subsidized portion payments or refund subsidized portion 
within 60 dayswithin 60 days
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Other ChangesOther Changes

Impact on HIPAAImpact on HIPAA
Revised Business Associate Agreements Revised Business Associate Agreements 
neededneeded

Change in Transit PassChange in Transit Pass
Effective 3/1 limit will increase to $230Effective 3/1 limit will increase to $230
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More to Come in 2009More to Come in 2009

Expect Change Expect Change 
President Obama signed legislation extending President Obama signed legislation extending 
governmentgovernment--financed health care to millions of financed health care to millions of 
lowerlower--income children. income children. 
Obama first legislative signature was on the Obama first legislative signature was on the 
Lilly Ledbetter bill that made it easier to sue Lilly Ledbetter bill that made it easier to sue 
employers for discrimination. employers for discrimination. 
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What do Lambert & Carney Clients Need to DoWhat do Lambert & Carney Clients Need to Do
If you offer multiple plans, you need to determine if you will aIf you offer multiple plans, you need to determine if you will allow llow AEIsAEIs
the opportunity to switch to a lower cost planthe opportunity to switch to a lower cost plan
You need to identify employees that have involuntarily terminateYou need to identify employees that have involuntarily terminated d 
employment since September 1, 2008employment since September 1, 2008
You will also need to work with your payroll vendor to establishYou will also need to work with your payroll vendor to establish how how 
you will pass information to themyou will pass information to them

Lambert & Carney is offering our clients COBRA Lambert & Carney is offering our clients COBRA 
administration at no costadministration at no cost
You will be held harmless on COBRA fines and penalties for You will be held harmless on COBRA fines and penalties for 
noncompliancenoncompliance
All you need to do is let us know when new employees are added aAll you need to do is let us know when new employees are added and nd 
when employees are terminatedwhen employees are terminated
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Other Lambert & Carney Value Added BenefitsOther Lambert & Carney Value Added Benefits

HR Communication Portal and WebsiteHR Communication Portal and Website
Personalized Employee Benefit StatementsPersonalized Employee Benefit Statements
ZywaveZywave HR portalHR portal
Signature ready 5500 forms for groups over 100Signature ready 5500 forms for groups over 100
Continual Compliance AssistanceContinual Compliance Assistance
Employee New Hire Kits and Benefit SummariesEmployee New Hire Kits and Benefit Summaries
Benefit Benchmarking AnalysisBenefit Benchmarking Analysis
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We are pleased to have made this educational presentation availaWe are pleased to have made this educational presentation available to ble to 
you. Please keep in mind it is for educational purposes only andyou. Please keep in mind it is for educational purposes only and while while 
every attempt has been made to accurately assess the provisions every attempt has been made to accurately assess the provisions of of 
ARRA it is not exhaustive and should not be construed as legal aARRA it is not exhaustive and should not be construed as legal advice.  dvice.  
Lambert & Carney Benefits Group, LLC does not practice law and wLambert & Carney Benefits Group, LLC does not practice law and would ould 
recommend that you seek legal counsel for legal advice.recommend that you seek legal counsel for legal advice.

For more information Contact Paul Lambert, Jason Jaworoski or SeFor more information Contact Paul Lambert, Jason Jaworoski or Sean Carney at an Carney at 
Lambert & Carney Benefits Group, LLCLambert & Carney Benefits Group, LLC

1375 Kings Highway East, Suite 215, Fairfield, CT 068241375 Kings Highway East, Suite 215, Fairfield, CT 06824
800800--357357--18401840


