Camden Benefits Group Inc.
CONSOLIDATED OMNIBUS BUDGET RECONCILIATION ACT (COBRA)

The landmark COBRA health benefit provisions became law in 1985.  The law amends the Employee Retirement Income Security Act (ERISA), the Internal Revenue Code and the Public Health Service Act to provide continuation of employer-sponsored group health coverage that otherwise might be terminated.

COBRA contains provisions giving certain former employees, retirees, spouses, former spouses, and dependent children the right to temporary continuation of health coverage at group rates.  This coverage, however, is only available when coverage is lost due to certain specific events.  Group health coverage for COBRA participants is usually more expensive than health coverage for active employees, since usually the employer pays a part of the premium for active employees while COBRA participants generally pay the entire premium themselves.  It is ordinarily less expensive, though, than individual health coverage.

The law generally covers group health plans maintained by employers with 20 or more employees in the prior year.  It applies to plans in the private sector and those sponsored by state and local governments.  The law does not, however, apply to plans sponsored by the Federal government and certain church-related organizations.  (The Federal Employees Health Benefit Program is subject to generally similar, although not parallel, temporary continuation of coverage provisions under the Federal Employees Health Benefits Amendments Act of 1988.)  Under COBRA, a group health plan ordinarily is defined as a plan that provides medical benefits for the employer’s own employees and their dependents through insurance or another mechanism such as a trust, health maintenance organization, self-funded pay-as-you-go basis, reimbursement or combination of these.

Medical benefits provided under the terms of the plan and available to COBRA beneficiaries may include:

· Inpatient and outpatient hospital care

· Physician care

· Surgery and other major medical benefits

· Prescription drugs

· Any other medical benefits, such as dental and vision care

Life insurance, however, is not covered under COBRA.

Jurisdiction
The Centers for Medicare & Medicaid Services, Department of Health and Human Services, has advisory jurisdiction with respect to COBRA as it applies to state and local governmental employers and their group health plans.  The Pension and Welfare Benefits Administration, Department of Labor, and the Internal Revenue Service, Department of Treasury, share jurisdiction with respect to COBRA as it applies to private sector employers and their group health plans.  The Office of Personnel Management has jurisdiction with respect to similar continuation of coverage provisions that apply to agencies of the Federal Government.  (See Role of Federal Government/More Information)
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What You Need To Know
Individuals, who work for a state or local government employer, and their dependents, should be aware of their rights regarding COBRA.  Workers need to be aware of changes in health care laws to preserve their benefit rights.  A good starting point is reading your summary plan description (SPD) booklet, if a state or local governmental employer distributes an SPD to its employees.  Most of the specific rules on COBRA rights can be found there or with the person who manages your health benefits plan.  Also, be sure to contact the health plan periodically to find out about any changes in the type or level of benefits offered by the plan.  Detailed information regarding various aspects of COBRA can be found by clicking on the links below.

Qualified beneficiaries must be offered coverage identical to that available to similarly situated beneficiaries who are not receiving COBRA coverage under the plan (generally, the same coverage that the qualified beneficiary had immediately before qualifying for continuation coverage).

For example, a beneficiary may have had medical, hospitalization, dental, vision and prescription benefits under single or multiple plans maintained by the employer.  Assuming a qualified beneficiary had been covered by three separate health plans of his former employer on the day preceding the qualifying event, that individual generally will have the right to elect to continue coverage in any or all of the three health plans.  A change in the benefits under the plan for active employees will also apply to qualified beneficiaries.  Qualified beneficiaries must be allowed to make the same choices given to non-COBRA beneficiaries under the plan, such as during periods of open enrollment by the plan.

Who Is Entitled To Benefits?
There are three elements to qualify for COBRA benefits.  COBRA establishes specific criteria for plans, qualified beneficiaries, and qualifying events.  These elements will determine the Period of Coverage.

Plan Coverage
Group health plans for employers with 20 or more employees on more than 50 percent of their typical business days in the previous calendar year are subject to COBRA.  Both full and part-time employees are counted to determine whether a plan is subject to COBRA.  Each part-time employee counts as a fraction of an employee, with the fraction equal to the number of hours that the part-time employee worked divided by the hours an employee must work to be considered full-time.

Qualified Beneficiaries
A qualified beneficiary generally is an individual covered by a group health plan on the day before a qualifying event and is either an employee, the employee’s spouse, or an employee’s dependent child.  In certain cases, a retired employee, the retired employee’s spouse, and the retired employee’s dependent children may be qualified beneficiaries.  In addition, any child born to or placed for adoption with a covered employee during the period of COBRA coverage is considered a qualified beneficiary.  Also, agents, self-employed individuals, independent contractors and their employees, directors, political appointees and elected officials who participate in the group health plan may be qualified beneficiaries.

Qualifying Events
“Qualifying events” are certain events that would cause an individual to lose health coverage.  The type of qualifying event will determine who the qualified beneficiaries are and the amount of time that a plan must offer the health coverage to them under COBRA.  A plan, at its discretion, may provide longer periods of continuation coverage.
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The qualifying events for employees are:

· Voluntary or involuntary termination of employment for reasons other than “gross misconduct”

· Reduction in the number of hours of employment

· The qualifying events for spouses are:

· Voluntary or involuntary termination of the covered employee’s employment for any reason other than “gross misconduct”

· Reduction in the hours worked by the covered employee

· Covered employee’s becoming entitled to Medicare

· Divorce or legal separation of the covered employee

· Death of the covered employee

· The qualifying events for dependent children are the same as for the spouse with one addition:

· Loss of “dependent child” status under the plan’s rules
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