What is COBRA?

The Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA) introduced a fair and equitable avenue to continue insurance for employees and dependents who no longer qualify under an employer-provided group benefit plan.  

COBRA represents a maze of compliance rules for you to understand and follow.  Even with the best of intentions, COBRA laws not understood and properly implemented have the potential to cost your organization thousands, even hundreds of thousands of dollars, in penalties, fines, medical claims and liability suits.  It may look straight forward . . . until you examine the detailed requirements that can make it a legal nightmare.

Who Must Comply

If you offer a group health plan and had 20 or more employees on at least half of the business days in the prior calendar year, you must comply with COBRA.  COBRA applies to group health, dental and vision plans as well as retiree health plans, medical flexible spending accounts, medical reimbursement plans, health reimbursement arrangements, and some employee assistance plans.  Its rules and regulations have far-reaching implications.

Qualified Beneficiaries
“Qualified beneficiaries” are individuals who have been on your group plan.  They must be offered the opportunity to continue the same type of coverage as they had with their group plan when certain “qualifying events” occur.  Examples of such events include employee terminations, long-term disability, divorce, dependents no longer meeting the plan’s eligibility requirements, etc.    

Time Requirements and Payment Tracking

The maximum required time period for COBRA coverage depends on the type of qualifying event - 18 months up to 36 months.  COBRA notices must be provided to each beneficiary when coverage is first obtained, such as when newly hired.  Another notice is required when a qualifying event occurs and benefit coverage is lost.  It is essential COBRA payments are tracked to ensure claims are not paid if the COBRA premium has not been received on time, or paid incorrectly. 

Penalties

Failure to provide the required notices can leave you with an open-ended liability for each qualified beneficiary.  The penalties are assigned by the court at its discretion and allow the court to award other relief as it deems necessary to correct the situation.  This means that you may not only have to pay up to $110 a day for each violation for each beneficiary, but you can also be held liable for any unpaid claims, the value of future coverage and even awards for pain and suffering.

