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2009 - Special Bulletin – 2009-1 
 

DATE:  APRIL 13, 2009 

 

TO:  ALL LOCAL UNIONS PARTICIPATING IN THE CENTRAL STATES   

  HEALTH AND WELFARE FUND 

 

RE:  COBRA CONTINUATION COVERAGE ASSISTANCE UNDER THE AMERICAN 

RECOVERY AND REINVESTMENT ACT OF 2009 (“ARRA”) 

 

 As part of recently enacted legislation “ARRA”, certain individuals will now qualify for temporary premium 

reductions and an extended election opportunity relating to Health and Welfare self-payments under COBRA.  

Effective for time periods after February 22, 2009, ARRA provides for a 65% reduction in COBRA 

continuation premiums for up to nine (9) months for certain qualified individuals who lost (or will lose) their 

health coverage due to an “involuntary termination” of employment occurring between September 1, 2008 and 

December 31, 2009.   

 

By April 18, 2009, the Fund will be issuing a one-time retroactive COBRA notice to those members who 

experienced a loss of coverage at any time on or after September 1, 2008.  If the individual’s loss of coverage 

was due to an involuntary termination of employment, they may be eligible for a second COBRA election 

opportunity and the temporary premium reduction for up to nine (9) months, even if they chose not to elect 

COBRA at that time or elected COBRA but subsequently discontinued their coverage.  Although the original 

qualifying event date remains the same for purposes of the time period of COBRA eligibility, the new COBRA 

period with premium reduction begins on February 22, 2009. 

 

 Members who lose coverage in the future, but no later than December 31, 2009, will be issued a regular 

COBRA notice that will also outline their rights under ARRA for a temporary premium reduction. 

 

 Because of the complexities of this new legislation, the Fund has attached, for your convenience, a Question 

and Answer (Q&A) sheet to assist in understanding this new law.  In addition, we encourage you to contact our 

Customer Service Local Union Toll-Free lines or visit our website at www.centralstates.org.  We also 

recommend visiting the Department of Labor website for information relating to this topic at 

www.dol.gov/COBRA.   

 

Sincerely, 

 

BOARD OF TRUSTEES, CENTRAL STATES, SOUTHEAST 

AND SOUTHWEST AREAS HEALTH AND WELFARE FUND, BY: 

 

 

 

 

THOMAS C. NYHAN 

EXECUTIVE DIRECTOR 
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Central States Health and Welfare Fund 

COBRA Premium Reduction Guide 

For COBRA changes approved under the 

 American Recovery and Reinstatement Act of 2009 (“ARRA”) 

 

 

What is the COBRA premium reduction? 

 

    • An “assistance-eligible individual” is entitled to receive a temporary reduction in COBRA 

premiums for up to nine months. This temporary reduction will reduce the amount paid by 65-

percent (i.e., the individual will only pay 35% of the full premium). The remaining 65% of the 

premium will be subsidized by the federal government.  

 

Who qualifies for the premium reduction? 

 

• An assistance-eligible individual is any qualified beneficiary who has a loss of group health 

coverage as a result of a covered employee’s involuntary termination of employment (other than for 

gross misconduct) between September 1, 2008, and December 31, 2009. An involuntary 

termination is a severance of employment due to the exercise of the unilateral authority of the 

employer where the employee was willing and able to continue performing services. This 

determination will be made based on all the facts and circumstances related to each individual 

termination. Examples of involuntary termination include a lay-off with right of recall and any 

employer action that causes a material negative change in the employment relationship (e.g., 

transferring an employee to a facility in a different state). A reduction in hours will not ordinarily 

be considered an involuntary termination. COBRA events due to a divorce or a loss of dependent 

status are not eligible. 

 

• Individuals who had a qualifying event after September 1, 2008 but did not elect continuation 

coverage during their original election period will be offered another limited opportunity to elect 

coverage (see below). 

  

When does the premium reduction begin and how long can it last? 

 

• The premium reduction is available starting with the first coverage period which begins after 

February 17, 2009. For Central States Health Fund, the premium reduction will begin February 22, 

2009 for individuals under plans requiring weekly contributions and on March 1, 2009 for 

participants under an hourly plan.  

 

 For assistance eligible individuals whose COBRA qualifying event occurred prior to February 17, 

2009 (or March 1, 2009 for hourly plans) and who elected COBRA continuation coverage under 

their original notice of election, the full COBRA premium is applicable until February 21, 2009 (or 

February 28, 2009). 

 

• The maximum period of COBRA continuation coverage will always be measured from the date of 

the original qualifying event. Individuals entitled to make a retroactive election of coverage do not 

thereby extend the maximum period of COBRA coverage.      

 

• An individual who has multiple “involuntary terminations” (constituting COBRA qualifying 

events) may claim the COBRA premium reduction for up to nine months for each such 

“involuntary termination.” 



 2 

 

• Eligibility for the reduction will immediately terminate if: (1) the assistance-eligible individual 

ceases to be entitled to COBRA coverage; or (2) the individual becomes eligible for Medicare or 

other group health coverage - even if the individual does not elect such coverage and even if the 

other plan has an exclusion or limitation affecting a pre-existing condition. 

 

What coverage is eligible for the reduced premium? 

 

• The reduced premium applies to coverage that is COBRA continuation coverage including: (1) the 

full coverage under the plan which was in effect on the date of the qualifying event; (2) Core plan 

coverage; and (3) Plan S coverage. 

 

Is there an extended election period? 

 

• There is an extended election period available for certain individuals. If an assistance eligible 

individual did not previously elect COBRA coverage or terminated COBRA coverage relating to an 

involuntary termination occurring between September 1, 2008 and February 17, 2009, the 

individual will be given a one-time 60 day extension to elect COBRA coverage. If elected, the 

COBRA coverage will begin on February 22, 2009 provided the individual is still entitled to the 

reduced premium at that time. For eligible individuals, the maximum COBRA coverage available 

remains measured from the initial qualifying event date. 

 

What notifications will be mailed to participants and when? 

 

• The first notification will be a one-time retroactive notice to qualified beneficiaries who may be 

entitled to an extended election period.  This notice will be mailed by April 18, 2009 to participants 

who were previously mailed a COBRA notice for an event after September 1, 2008 and are not 

currently active.  This notification will specify the reduced premium rates and explain what the 

individual needs to provide to the Fund if the individual is eligible for the reduction and makes an 

election of coverage.  

 

• Regular COBRA notices generated after the date of the one- time retroactive notice will contain the 

necessary information on the premium reduction program, including the reduced rates. 

 

How can eligible individuals enroll in the COBRA premium reduction program? 

 

• Individuals who may be eligible for the premium reduction will be notified either by the one-time 

retroactive notice or the modified regular COBRA election notice. Individuals who believe that 

they are eligible for the reduction will need to complete and return, within 60 days of the date of the 

notice, an “Application for Treatment as an Assistance Eligible Individual” as well as the “COBRA 

Continuation Coverage Election Form” which will be included with the notices. By completing the 

application the individual will “attest” or certify that he/she was involuntarily terminated and thus 

eligible for the reduction.  
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What if an eligible individual has already paid 100% of the COBRA premium? 

 

• Every individual who has already made an election of continuation coverage should continue to 

submit premiums in the full amount. Once an assistance eligible individual completes the required 

application and election form and submits them to the Fund, he/she will be refunded 65% of the 

premium already paid for any period after February 21, 2009 (or February 28, 2009 for hourly 

plans) that he/she previously paid at 100%.  

 

What if an individual does not qualify for the premium reduction? 

 

• All other rights to COBRA continuation coverage remain unchanged. Individuals not entitled to the 

premium reduction still retain all rights to elect COBRA continuation coverage at the full premium 

rates. 



Summary of the COBRA Premium  
Reduction Provisions under ARRA 

 
 
 

President Obama signed the American Recovery and Reinvestment Act (ARRA) on February 17, 2009.  The 
law gives “Assistance Eligible Individuals” the right to pay reduced COBRA premiums for periods of coverage 
beginning on or after February 17, 2009 and can last up to 9 months. 
 
To be considered an “Assistance Eligible Individual” and get reduced premiums you: 
 

 MUST be eligible for continuation coverage at any time during the period from September 1, 2008 
through December 31, 2009 and elect the coverage;  

 MUST have a continuation coverage election opportunity related to an involuntary termination  of 
employment that occurred at some time from September 1, 2008 through December 31, 2009; 

 MUST NOT be eligible for Medicare; AND 
 MUST NOT be eligible for coverage under any other group health plan, such as a plan sponsored by a 

successor employer or a spouse’s employer.∗ 
 

Individuals who experienced a qualifying event as the result of an involuntary termination of employment at 
any time from September 1, 2008 through February 16, 2009 and were offered, but did not elect, continuation 
coverage OR who elected continuation coverage and subsequently discontinued it may have the right to an 
additional 60-day election period. 

♦ IMPORTANT ♦ 
 

◊ If, after you elect COBRA and while you are paying the reduced premium, you become eligible for 
other group health plan coverage or Medicare you MUST notify the plan in writing.  If you do not, you 
may be subject to a tax penalty. 

 

◊ Electing the premium reduction disqualifies you for the Health Coverage Tax Credit.  If you are 
eligible for the Health Coverage Tax Credit, which could be more valuable than the premium 
reduction, you will have received a notification from the IRS. 

 

◊ The amount of the premium reduction is recaptured for certain high income individuals.  If the amount 
you earn for the year is more than $125,000 (or $250,000 for married couples filing a joint federal 
income tax return) all or part of the premium reduction may be recaptured by an increase in your 
income tax liability for the year.  If you think that your income may exceed the amounts above, you 
may wish to consider waiving your right to the premium reduction.  For more information, consult your 
tax preparer or visit the IRS webpage on ARRA at www.irs.gov. 

 
For general information regarding your plan’s COBRA coverage or specific information related to your plan’s 
administration of the ARRA Premium Reduction or to notify the plan of your ineligibility to continue paying 
reduced premiums, contact Central States, Southeast and Southwest Areas Health and Welfare Fund Toll Free 
Department at 1-800-323-5000. 
 
If you are denied treatment as an “Assistance Eligible Individual” you may have the right to have the denial 
reviewed.  For more information regarding reviews or for general information about the ARRA Premium 
Reduction go to: 

www.dol.gov/COBRA or call 1-866-444-EBSA (3272) 

                                                 
∗ Generally, this does not include coverage for only dental, vision, counseling, or referral services; coverage under a health flexible 
spending arrangement; or treatment that is furnished in an on-site medical facility maintained by the employer. 
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 FAQs ON INVOLUNTARY TERMINATION 
 
Q-1. What circumstances constitute an involuntary 
termination for purposes of the definition of an 
assistance eligible individual? 
 
A-1. An involuntary termination means a severance from 
employment due to the independent exercise of the 
unilateral authority of the employer to terminate the 
employment, other than due to the employee’s implicit or 
explicit request, where the employee was willing and able to 
continue performing services. An involuntary termination 
may include the employer’s failure to renew a contract at the 
time the contract expires, if the employee was willing and 
able to execute a new contract providing terms and 
conditions similar to those in the expiring contract and to 
continue providing the services. In addition, an employee-
initiated termination from employment constitutes an 
involuntary termination from employment for purposes of the 
premium reduction if the termination from employment 
constitutes a termination for good reason due to employer 
action that causes a material negative change in the 
employment relationship for the employee.   
 
Involuntary termination is the involuntary termination of 
employment, not the involuntary termination of health 
coverage. Thus, qualifying events other than an involuntary 
termination, such as divorce or a dependent child ceasing to 
be a dependent child under the generally applicable 
requirements of the plan (such as loss of dependent status 
due to aging out of eligibility), are not involuntary 
terminations qualifying an individual for the premium 
reduction. In addition, involuntary termination does not 
include the death of an employee or absence from work due 
to illness or disability. 
 
The determination of whether a termination is involuntary is 
based on all the facts and circumstances. For example, if a 
termination is designated as voluntary or as a resignation, 
but the facts and circumstances indicate that, absent such 
voluntary termination, the employer would have terminated 
the employee’s services, and that the employee had 
knowledge that the employee would be terminated, the 
termination is involuntary. 
 
Q-2. Does an involuntary termination include a lay-off 
period with a right of recall or a temporary furlough 
period? 
 
A-2. Yes. An involuntary reduction to zero hours, such as a 
lay-off, furlough, or other suspension of employment, 
resulting in a loss of health coverage is an involuntary 
termination for purposes of the premium reduction. 
  
Q-3. Does an involuntary termination include a 
reduction in hours? 
 
A-3. Generally no. If the reduction in hours is not a 
reduction to zero, the mere reduction in hours is not an 
involuntary termination. However, an employee’s voluntary 
termination in response to an employer-imposed reduction 
in hours may be an involuntary termination if the reduction 
in hours is a material negative change in the employment 
relationship for the employee 
 

 
Q-4. Does involuntary termination include an employer’s 
action to end an individual’s employment while the 
individual is absent from work due to illness or 
disability? 
 
A-4. Yes. Involuntary termination occurs when the employer 
takes action to end the individual’s employment status (but 
mere absence from work due to illness or disability before the 
employer has taken action to end the individual’s employment 
status is not an involuntary termination). 
 
Q-5. Does an involuntary termination include retirement? 
 
A-5. If the facts and circumstances indicate that, absent 
retirement, the employer would have terminated the 
employee’s services, and the employee had knowledge that 
the employee would be terminated, the retirement is an 
involuntary termination. 
 
Q-6. Does involuntary termination include involuntary 
termination for cause? 
 
A-6. Yes. However, for purposes of Federal COBRA, if the 
termination of employment is due to gross misconduct of the 
employee, the termination is not a qualifying event and the 
employee and other family members losing health coverage 
by reason of the employee’s termination of employment are 
not eligible for COBRA continuation coverage. 
 
Q-7. Does an involuntary termination include a 
resignation as the result of a material change in the 
geographic location of employment for the employee? 
 
A-7. Yes. 
 
Q-8. Does an involuntary termination include a work 
stoppage as the result of a strike initiated by employees 
or their representatives? 
 
A-8. No. However, a lockout initiated by the employer is an 
involuntary termination. 
 
Q-9. Does an involuntary termination include a 
termination elected by the employee in return for a 
severance package (a “buy-out”) where the employer 
indicates that after the offer period for the severance 
package, a certain number of remaining employees in the 
employee’s group will be terminated? 
 
A-9. Yes. 
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To apply for ARRA Premium Reduction, complete this form and return it to us along with your Election Form. 
 

You may also send this form in separately.  If you choose to do so, send the completed “Application for 
Treatment as an Assistance Eligible Individual” to:  Central States Southeast and Southwest Areas Health and 
Welfare Fund, Self Payments Department, Dept. 10291, Palatine, IL 60055-0291 
 

You may also want to read the important information about your rights included in the “Summary of the COBRA 
Premium Reduction Provisions Under ARRA.” 
 

Central States Health and Welfare Fund, 
Self Payments Dept. 
Dept. 10291 
Palatine, IL 60055-0291 

APPLICATION FOR TREATMENT AS AN  
ASSISTANCE ELIGIBLE INDIVIDUAL 

 PERSONAL INFORMATION  
Telephone number  Name and mailing address of employee (list any dependents on the back of 

this form) 
Member ID No. or SSN 

To qualify, you must be able to check ‘Yes’ for all statements.* 
1. The loss of employment was involuntary.  Yes  No 
2. The loss of employment occurred at some point on or after September 1, 2008 and on or before December 31, 2009.  Yes  No 
3. I elected (or am electing) COBRA continuation coverage.*  Yes  No 
4. I am NOT eligible for other group health plan coverage (or I was not eligible for other group health plan coverage 
during the period for which I am claiming a reduced premium). 

 Yes  No 

5. I am NOT eligible for Medicare (or I was not eligible for Medicare during the period for which I am claiming a reduced 
premium). 

 Yes  No 

*If you checked NO for statement 3, you may still be eligible.  See below for more information. 

*ADDITIONAL ELECTION PERIOD* 
 
If your COBRA continuation coverage relates to an involuntary loss of employment from September 1, 2008 through February 16, 2009 
and you were eligible for, but did not elect, COBRA continuation coverage OR you elected but subsequently discontinued COBRA, you 
may have the right to an additional 60-day election period.  You should receive a new election notice with an Election Form which you 
MUST complete and return.  If you believe you should have received this additional notice but have not, contact Central States, Southeast 
and Southwest Areas Health and Welfare Fund Toll Free Department at 1-800-323-5000. 
 
I make an election to exercise my right to the ARRA Premium Reduction.  To the best of my knowledge and belief all of the answers I have 
provided on this form are true and correct.  
 
Signature       __________________________________________________  Date      ____________________________ 
 
Type or print name      __________________________________________ Relationship to employee  _________________________ 
 

FOR CENTRAL STATES USE ONLY 
This application is:  Approved      Denied      Approved for some/denied for others (explain in #4 below) 

Specify reason below and then return a copy of this form to the applicant. 
 

REASON FOR DENIAL OF TREATMENT AS AN ASSISTANCE ELIGIBLE INDIVIDUAL 
1. Loss of employment was voluntary.  
2. The involuntary loss did not occur between September 1, 2008 and December 31, 2009.  
3. Individual did not elect COBRA coverage.*  
4. Other (please explain)  

*If you checked number 3, was individual eligible for, and given, the Additional Election Period described above? 
Signature of  COBRA administrator       
 
__________________________________________________   Date      ____________________________ 
 
Type or print name      _____________________________________________________________________________ 

Telephone number      ____________________________          E-mail address  ____________________________    
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DEPENDENT INFORMATION (Parent or guardian should sign for minor children.) 
 
Name Date of Birth Relationship to Employee SSN  
 

a. _________________________________________________________________________ 
1. I elected (or am electing) COBRA continuation coverage.  Yes  No 
2. I am NOT eligible for other group health plan coverage.  Yes  No 
3. I am NOT eligible for Medicare.  Yes  No 
 
I make an election to exercise my right to the ARRA Premium Reduction.  To the best of my knowledge and belief all of the answers I 
have provided on this form are true and correct.  
 
Signature       __________________________________________________  Date      ____________________________ 
 
Type or print name      __________________________________________ Relationship to employee  _________________________ 
 

 

      Name Date of Birth  Relationship to Employee        SSN  

 

b. _________________________________________________________________________ 
1. I elected (or am electing) COBRA continuation coverage.  Yes  No 
2. I am NOT eligible for other group health plan coverage.  Yes  No 
3. I am NOT eligible for Medicare.  Yes  No 
 
I make an election to exercise my right to the ARRA Premium Reduction.  To the best of my knowledge and belief all of the answers I 
have provided on this form are true and correct.  
 
Signature       __________________________________________________  Date      ____________________________ 
 
Type or print name      __________________________________________ Relationship to employee  _________________________ 
 

 

     Name Date of Birth  Relationship to Employee     SSN 

 

c. _________________________________________________________________________ 
1. I elected (or am electing) COBRA continuation coverage.  Yes  No 
2. I am NOT eligible for other group health plan coverage.  Yes  No 
3. I am NOT eligible for Medicare.  Yes  No 
 
I make an election to exercise my right to the ARRA Premium Reduction.  To the best of my knowledge and belief all of the answers I 
have provided on this form are true and correct.  
 
Signature       __________________________________________________  Date      ____________________________ 
 
Type or print name      __________________________________________ Relationship to employee  _________________________ 
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***Only complete this form if you 
were previously approved for the 
ARRA premium reduction. 

 

 
Member Notification To Plan 

Of Other Coverage Availability 

Central States Health and Welfare Fund 
Self Payments Department 
Dept. 10291 
Palatine, IL 60055-0291 

 PERSONAL INFORMATION 
Telephone number  Name and mailing address  

Member ID No. or SSN 

PREMIUM REDUCTION INELIGIBILITY INFORMATION – Check one 
 
I am eligible for coverage under another group health plan.  
If any dependents are also eligible, include their names below.  
 
Insert date you became eligible______________________ 
 

 

 
I am eligible for Medicare. 
 
Insert date you became eligible______________________ 
 

 

 
IMPORTANT 
 
If you fail to notify your plan of becoming eligible for other group health plan coverage or Medicare AND continue to 
pay reduced COBRA premiums you could be subject to a fine of 110% of the amount of the premium reduction.   
 
Eligibility is determined regardless of whether you take or decline the other coverage. 
 
However, eligibility for coverage does not include any time spent in a waiting period. 
 
To the best of my knowledge and belief all of the answers I have provided on this Form are true and correct. 
 
Signature       __________________________________________________  Date      ____________________________ 
 
Type or print name      _____________________________________________________________________________ 
 

If you are eligible for coverage under another group health plan and that plan covers dependents you must also list their 
names here: 
 
 
_________________________________________ _________________________________________ 
 
 
 
_________________________________________ _________________________________________ 

Use this form to notify Central States Southeast and Southwest Areas Health and Welfare Fund 
that you are eligible for other group health plan coverage or Medicare and therefore not eligible 

for reduced premiums under ARRA. 
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