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The Defense Appropriations Act (the Act), 
signed by the President on  
December 21, 2009, extends the COBRA 
subsidy in two significant ways.  

•	 Originally, eligibility for the COBRA 
subsidy was limited to employees who 
experience an involuntary termination 
of employment and loss of group 
health coverage between  
September 1, 2008 and  
December 31, 2009.  Under the Act, 
the COBRA subsidy will be available 
to employees who experience an 
involuntary termination of employment 
between September 1, 2008 and  
February 28, 2010, regardless of when 
their COBRA period starts.  

•	 The COBRA subsidy was originally 
limited to nine months such that the 
COBRA subsidy ended November 30, 
2009 for assistance eligible individuals 
(AEIs) who have been on COBRA 
since March 1, 2009.  Under the Act, 
the maximum period of subsidized 
COBRA coverage has been extended 
from nine months to 15 months, 
providing an additional six months of 
the COBRA subsidy.  

The changes present challenging 
transitional issues for employers.  

•	 AEIs who did not pay the December 
COBRA premium may retroactively 
elect to resume subsidized COBRA 
coverage.  It appears that employers 
are required to send a notice to these 

AEIs by January 30, 2010.  To resume 
COBRA coverage, the AEIs must pay 
the subsidized December COBRA 
premium within 30 days of the notice 
or, if later, by February 19, 2010.

•	 If an AEI paid the full (unsubsidized) 
COBRA premium for December and/or 
January, the employer must refund the 
excess or apply the excess to future 
COBRA premiums.  

•	 Employers also need to send updated 
COBRA notices to individuals who 
become eligible for COBRA due to a 
termination of employment on or after 
October 31, 2009.  

The Department of Labor (DOL) is 
expected to provide guidance on the new 
notice obligations.  You can subscribe 
at www.dol.gov/cobra to receive e-mails 
when new DOL guidance is posted.

Some aspects of the COBRA subsidy 
were not changed.  The amount of the 
COBRA subsidy remains at 65% of the 
COBRA premium, and the COBRA subsidy 
continues to be unavailable to employees 
who lose group health coverage due 
to a reduction in hours or any COBRA 
qualifying event other than an involuntary 
termination.  

It is possible that Congress will consider 
an additional extension of the COBRA 
subsidy next year.  We are monitoring 
developments and will keep you posted.  

For more information 

regarding this or any 

other employment-

related issue, please 

contact your Vorys 

attorney or a member 

of the Vorys Labor 

and Employment 

Group by calling 

614.464.6400.
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This client alert is for general information purposes 
and should not be regarded as legal advice.

IRS CIRCULAR 230 DISCLOSURE:  In order to ensure 
compliance with requirements imposed by the U.S. 
Internal Revenue Service, we inform you that any 
federal tax advice contained in this communication 
is not intended or written to be used, and it cannot be 
used, by any taxpayer for the purpose of (i) avoiding 
penalties that may be imposed under the U.S. Internal 
Revenue Code or (ii) promoting, marketing, or 
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other matter addressed herein.

Health care reform is coming –  
Vorys can make sure you are ready.

Vorys has a multi-disciplinary team, specializing 
in employee health benefits, health care 
compliance, and insurance, currently tracking 
developments in health care reform legislation.  
We will provide Client Alerts, educational 
opportunities and the advice you need to help 
you make choices and changes to adapt to the 
post-health care reform world.  Questions now?  

Just call us.
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