
GENERAL COBRA INFORMATION

COBRA Eligible Individuals – Qualified Beneficiaries

In general, a Qualified Beneficiary (QB) is: 

· A covered employee or the spouse or the child(ren) of a covered employee who, on the day before a qualifying event, is covered by the group health plan (Medical, Dental, Vision, and/or Employee Assistance Plan). 

· A child born to or placed for adoption with a covered employee who has COBRA coverage. 

· New Spouses – A covered employee’s spouse is a QB only if the spouse is covered by the group health plan on the day before a qualifying event.  Therefore, if a former employee marries during a period of COBRA coverage, the new spouse can be added to a plan, but is not entitled to all the rights of a QB. 

Note: Domestic Partners – A domestic partner is not generally recognized as a legal spouse, and is generally not considered to be a QB.  This is true even if the partner is covered by the group health plan on the day before the qualifying event.

COBRA Qualifying Events

A qualifying event is any of the following events that causes a QB to lose coverage under a group health plan that is subject to the COBRA requirements. 

· A covered employee’s reduction in hours or termination of employment for any reason other than gross misconduct

· A covered employee’s death

· A covered employee’s divorce or legal separation

· A covered employee’s entitlement to Medicare under Title XVII or the Social Security Act. The event is only true for the dependents, not for a covered employee. 
· A child’s loss of dependent status under the dependent eligibility requirements of the health plan. 

· An employer’s commencement of a Title 11 bankruptcy proceeding on or after July 1, 1986, that causes a retiree or retiree’s spouse a substantial loss or elimination of coverage within one year of the filing. 

Note:  With the exception of retirees, the only above qualifying events for a covered employee is a reduction in hours or a termination of employment.  For a retiree, the former employer’s commencement of a Title 11 bankruptcy proceeding is a qualifying event. 

A covered employee’s spouse may have any of the events listed above, except a child’s loss of dependent status, as a qualifying event.  A child of a covered employee may have any of the events listed above as a qualifying event.

Tracking COBRA Continuation Periods

Below are the QB’s maximum coverage periods.  These are time periods that QB must be permitted to continue their COBRA benefits.

	Event
	Maximum Coverage Period



	Termination of employment or reduction in hours
	18 months 



	· Covered employee’s Divorce/Legal Separation

· Covered employee’s death

· Covered employees entitlement to Medicare

· Child loses dependent status under plan terms


	36 months

	Employers Title 11 bankruptcy proceeding
	Coverage period ending at retiree’s or spouse’s death. In case of survivors, period ending 36 months from date of retiree’s death.



	Disability determined by Social Security and being considered disabled during the 1st 60-days of continuation coverage


	29 months


Please note that specific state continuation laws vary. For any question please call Freedom Services COBRA Administrative Division at 1-800-445-8201 or 952-890-6524.

Employee Benefits Subject to COBRA Continuation:

· Medical 

· Dental 

· FSA

· Employee Assistance Plans

· Vision

· Prescription Drug Plans

· Life (MN only)

Below is an outline of administrative procedures and responsibilities, which the employer will follow.  

Employer’s Responsibilities:

At the time a Qualified Beneficiary (“QB”) incurs a COBRA Qualifying Event, the employer must complete and mail out a Cobra notification letter to the employee within 14 days of termination.
Verbal notifications DO NOT constitute notification of a COBRA Qualifying Event. 

.  

Notification to Insurance Carriers

You must notify the appropriate insurance carriers to terminate coverage for the QBs that are experiencing a COBRA Qualifying Event.  Do not wait for the QBs to elect or waive continuation of benefits, as you may not receive the proper credits on your insurance invoice. 

It is also important to audit your insurance invoice on a regular basis. Insurance carriers only allow for a 60-day retroactive credit. If there is someone that has been on your bill for quite some time and has not elected COBRA, nor is an active employee, the insurance company will only give you a 60-day credit.  
Severance Programs

Some employers offer to subsidize a portion or full cost of COBRA premium amount as a part of a severance program to terminated employees. It is imperative that the employer terminates active coverage for the employee receiving severance, and informs the carrier of the arrangement.
Tracking of COBRA Election Period and Receipt of Enrollment Forms

The COBRA election period must begin on or before the date on which the QB would lose coverage because of the Qualifying Event.  The election period ends 60 days from the later of:

· The date coverage is lost as result of the qualifying event or 

· The date the QB is given notice of the right to elect COBRA

QBs must submit their COBRA enrollment forms in writing on or before the last day of the 60-day election period.  Verbal elections DO NOT constitute an official election.  Elections are considered “made” on the date the form is postmarked. Freedom Services does not accept any elections postmarked beyond the 60-day election period.  

Once it is determined that an election is made, the employer will perform the following tasks: 

When enrollment form and payment received: 

· Record election in database

· Record payment in database

· Notify the appropriate insurance carriers to reinstate the QB’s coverage as COBRA participant

· Send a letter to the QB confirming COBRA enrollment along with the premium payment schedule
When enrollment form received without payment or insufficient payment included: 

· Record election in database
· Send a letter to the QB notifying that you have not received the COBRA enrollment form, and that they have 45 days from the date of enrollment form received to make the initial payment or pay the appropriate payment.
· Do  not request insurance carriers to reinstate coverage until initial payment is received timely and in full.
Election received after 60-day election period: 

Employers will make a copy of the enrollment form and return it to the QB along with a letter explaining that their election was received beyond the 60-day window, and the person will not be allowed to continue their coverage under COBRA.
Premium Payments

Each QB will have premium payment coupons to accompany their premium payments. The payment coupons are generated based on the enrollment form returned by a QB or a rate/plan change. The Employer has the option to charge 100% of the cost of the group premium plus an additional 2 % administration fee; charge totaling 102%.  

Initial Premium Payment Period Tracking

A QB’s initial payment for COBRA coverage cannot be required by the plan any earlier than 45 days from the date the QB elected COBRA coverage.  The initial payment applies to the cost of coverage beginning immediately after the date that coverage under the plan would have otherwise terminated and, consequently, is usually for more than one month. 

Subsequent Premium Payments

After the initial payment period a QB has a 30-day grace period to remit their subsequent premium payments.  This is measured from the first day of the coverage period (i.e., first of the month for the month that the QB is continuing coverage). 

A payment will be considered made timely if the payment is postmarked on or before the expiration of the 30-day grace period. 

Subsidized Premium Payments 

When employer is responsible for a portion or a full amount of premium payment on behalf of the COBRA participant for a certain period of time, the employer will monitor the duration of coverage and inform the participant of necessary changes and updates. Please note that the employer must a have a policy on subsidy, and follow it consistently. 

Short Payments

Per the IRS regulations a payment is considered short and will not be processed when it’s lacking the greater of the following: 

· $50 or 

· 10% of the premium payment amount due

If the payment is short by an insignificant amount as described above, Freedom Services will accept payment and grant an additional 30 days, as recommended by the IRS, to allow the QB to make up the deficiency. 

Insufficient Funds

NSF checks are treated the same as nonpayment.  The check will be returned to the participant with a letter stating the premium was not paid due to insufficient funds and restate the grace period.  Freedom Services will charge an additional $30 for insufficient funds.  Personal checks will no longer be accepted from an individual who has presented a NSF check.  Payment can be made through a cashier's check or money order.  If full payment is not received with the 30-day grace period, the employer can terminate the insurance coverage. 

Communication with Insurance Carriers

The employer  will be responsible for communicating the following information to the insurance carriers: 
· Coverage reinstatement upon receipt of the COBRA election form
· Coverage termination due to nonpayment, end of the allowed benefit continuation period 

· Coverage changes/corrections

.

Note:  It is imperative that you audit your bill and contact the carrier immediately of any inaccuracies as it pertains to the COBRA participants. 

Conversion

The employer will send notices of COBRA termination to the COBRA participants whose coverage will expire within 90 days.  If conversion of coverage is available, that information will also be included. 

Termination of COBRA

When COBRA coverage is terminated due to nonpayment, availability of other coverage, or reaching the maximum time period allowed by COBRA, the employer will cancel the insurance coverage with the appropriate carriers.
  Open Enrollment and Plan Change Communication
COBRA participants are allowed to make the same changes to their coverage as the active employees during open enrollment: 

· Add or terminate a plan that is subject to COBRA

· Switch from one group health plan to another

· Add or terminate coverage of dependents

The employer will need to inform the Cobra participates to new benefit plans and enrollment periods at each renewal for the medical, dental and life plans. 

Enrollment packets will be mailed to active and pending COBRA participants with the following communication materials:

· Enrollment/change forms

· Rate information

· Plan overview

· Instructions for completion 

Participant enrollments are tracked:

· Employer and carriers are notified of changes

· New premium payment letters are mailed to participants

If employer remains with the same plan for the following plan year, the employer will obtain updated rates and will communicate that to the active and pending COBRA participants. 
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