Blue Cross and Blue Shield of Minnesota
and Blue Plus

P.0. Box 64560

St. Paul, MN 55164-0560

651 662-8000

800 382-2000

April, 2009

Dear Group Leader

Please read our April Group Leader Bulletin: for 1mportant 1nformat10n concerning COBRA Subsrdy :
Notices. The Bulletin and this letter describe the actions you should take to 1mplement the subsrdy
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There are two sectlons below:
. Part A — Federal COBRA for employers with 20 or more. full- and part-time employees
¢ Part B - Minnesota Continuation for employers with fewer than 20 full- or part-time

employees :

* Please determine which category your company falls into and follow the steps outlined in that section.

~ ‘Blue Cross and Blue Shield of Minnesota cannot tell you if you are subject to Federal COBRA or -
.. Minnesota continuation. If you have further questions about this you may contact your legal adv1sor ‘
. or the U S. Department of Labor ] Kansas C1ty Reglonal Ofﬁce at 1 816-285-1800

N The re d»Blue Cross COBRA & Contmuatlon forms referenced below are avallable at:
‘luecrossm'"_": com under “for employers “or by. searchrng on “COBRA for employer

E : : PART A- Federal COBRA - S oo
Employers subject to COBRA who employed 20 or more full- or part-tlme employees,
regardless of hours worked, on typical business days throughout 2008

Employers in thls category are responsible to collect only 35 percent of the COBRA premium from
the former employec (and dependents) and claim a 65 percent payroll tax credit.
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1. Extended Electlon Actlon regulred by Aprll 18, 2009

Employees who were involuntarily terminated (except for gross m1sconduct) on or aﬁer
September 1, 2008, (*see note 1) along with their dependents (*see note 2), and who either did
not elect COBRA or elected COBRA but subsequently terminated their COBRA coverage:

¢ - Send the Blue Cross COBRA Special Extended Election Notice Form X17369 or modify
the Department of Labor’s (DOL’s) new COBRA model notice (found at
www.dol. gov/ebsa/COBRA html) in connection with Extended Election Perlods to meet
your group’s needs - by April 18, 2009 ,

. These former employees have 60 days to elect COBRA. Coverage must be retroactive to
March 1, 2009.

X{7382 415) bluecrossmn.com
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3. Extended Election : Do
Employees who were 1nvoluntar11y terminated (except for gross misconduct) on or after
September 1, 2008, (*see note 1) along with their dependents (*see note 2) and who, either did not
elect COBRA or elected COBRA but subsequently termmated their COBRA coverage

~If the anesota legrslature enacts enabling legislation as planned these former employees
_ will be ehgrble to, apply,_for COBRA and the federal subsndy D

h

If this law is enacted: ;

1. Sendthe Blue Cross COBRA Specml Extended Electlon Notice Form X17369 ThlS form
includes the extended election, coverage change and subsidy election notice and forms for the
former employee and/or the former employee’s previously covered dependents t to complete
and return to you. i

1

. These former employees have 60 days to elect COBRA retroactrve to March 1, 2009
T2 'Complete your Attestatlon in the § gray shaded box con"i rnlng your number of employees and
' conﬁrmmg the former employee was involuntarily termmated along w1th the. date of
" termination and send the completed contlnuatlon electlon coverage change and subsrdy
application forms to Blue Cross. : i
S l
If you have any questions about the information in this letter, please contact the group leader line at
(651) 662-1725 or toll free. at 1 877-293-7035. ' '
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*Note 1. Individuals who lose coverage due to an employee’s involuntary termination on or

before December 31, 2009; must also lose plan-coverage on or before December 3172009, t0 — T T T T T =
be eligible for the subsidy. If the loss of coverage occurs on or after January 1, 2010 the

former employee and dependents are not subsidy eligible. See IRS Notice 2009 27, Q&A-l3

However, if the employee is involuntarily terminated and loses coverage on or before |
December 31, 2009, the individual may elect COBRA on or after J anuary 1 2010 and be
eligible for the subsidy. See IRS Notice 2009-27, Q&A- 18, £
http /IWwWw.irs. gov/pub/1rs-drop/n-09 -27.pdf. |
*Note 2. Dependents who experrenced a prior COBRA quahfymg event such as drvorce or B
loss of dependent status may continue COBRA, but are not subsidy ehgrble due to the S
employee’s later involuntary termination and subsequent loss of coverage. See IRS Notice

2009-27, Q&A 15 http //www irs. gov/publlrs-drop/n 09-27 pdf
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Please read thrs carefully Actron may be requzred
by April 18, 2009.-

This bulletin is an: update to our March 2009 bulletin
about COBRA subsidy administration. Please replace our
March 2009 COBRA mformatron wlth t_hrs information.

Department of Labor
issues new model
COBRA notices

On March 19 2009 the Department of Labor (DOL)

4 publrshed new model COBRA notlces to assist in the | 4" o

admlmstratronof th new COBRA sub31dy laws We are
prov1d1ng thlf bulletln to help our groups make dec1srons
and take actron w1th regard to these new model notrces
We are also provrdrng updated background 1nformat10n
that you may have recerved in a Group Leader. Bulletin
dated March 2009 to ensure that all groups have access to”
the information they need.

This bulletin applies to most Minnesota groups
-This is a special Group Leader Bulletin for erployers that
~ are subject to féderal COBRA laws and t6small employer |

groups subject-to Minnesota continuation laws. Employers
must decide for themselves, based on their employment
records, whether they are subject to federal COBRA laws or -
subject to Mrnnesota contmuatlon laws.

. Federal COBRA apphes to employers that normally
"employed 20 or more full--and part-time employees,
regardléss of hours worked; on a typical business'day.
durmg the precedrng calendar year. ...

« Minnesota: contrnuatlon apphes to. 1nsured employers
that normally employed fewer than 20 full- and part-
time employees on a typical business day dunng the
precedmg calendar year.

Please note that we have prepared a speczal Group |
Leader Bulletin for employers who participate in Service
Cooperatives. This bulletin does not consider the umque
characteristics of Servrce Cooperatzves ‘
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This information is provided to our group leaders and agents as general information only. ‘ l
It does not constitute legal advice or a legal opinion for any specific employer, agent or employee.
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Important sources of information

Regulations surrounding the COBRA subsidy
administration may continue to change. Pléase monitor -
federal websites and bluecrossmn.com for updated
information.

. Blué Crdss and Blue Shield of Minnesota information -

can be found at bluecrossmn.com under “for employers™

or by searching on “COBRA for employers.” You'll also
find links to the Department of Labor and the IRS.

Department of Labor and Employee Benefits Security
Administration updates can be found at
www.dol.gov/ebsa/COBRA.html.

The RS has details on the subsrdy as well as modified
quarterly payroll tax forms and instructions, at
www.irs.gov/newsroom/article/0,,id=204505,00. html.

Of special importance: the IRS just recently posted

Notice 2009-27, “Premium Assistance for COBRA

Benefits,” with a summary and Q&A that answers

many detailed questions they have collected since i
February 17. This notice is available at .

http //www irs. gov/pub/n's drop/n-09-27 pdf

The CMS web page with subsidy informationfor - - -
government plans can be found at www.¢ms.hhs.gov/
COBRAContinuationofCov/. -

Questions

If you have any questions about the information in this
Group Leader Bulletin, please contact the group leader line
at (651) 662-1725 or toll free at 1-877-293-7035.

Blue Cross issues revised COBRA |
notices based on federal models

The model COBRA notices released on March 19 consist
of two parts: the application for COBRA and a new
explanation and application for the subsidy. -

Blue Cross has redesigned its COBRA electron notice to
1nclude all of the mformatron in the new model notices

and covers the requlrements descnbed below Ind1v1duals .
must apply for, and employers must authorlze the subsrdy

on, specral Request for Treatment as an A551stance
Eligible Individual” forms included in the DOL model
notices and the revised Blue Cross COBRA election forms.

We now have three new forms for employers to use,
found at bluecrossmn.com under ‘ ‘for employers” or by
searchmg on “COBRA for employers

1. COBRA & Contmuatlon Electlon Notrce Full Verszon

(Form X1 7368) A full versron for newly termmated ‘
employees who have not yet recelved thelr COBRA ‘
notrce |

2. COBRA & Continuation Electlon Notrce Abbrevrated
Version (Form X17370) — An abbreviated version for
“individuals terminated on or after September 1, 2008
-who are currently on COBRA

3. COBRA Special Extended Election Notice (Form X17369) —
A special extended election notrce for employees

termrnated on or after September*l 2008 who either -

did not elect COBRA or elected anc_l subsequently
dropped COBRA and who now ha\ire a new opportunity

toenroll - C
H i

Groups with fewer than 20 emPIOYées must use the Blue
Cross notices so that Blue Cross can properly document

, ehgrbrlrty in our ‘T0le of subs1dy rermbursement recrprent

Groups w1th 20 or more employees may -use the Blue -

- Cross notice or any other notrce that comphes with therr
. own need for documentatron as subsrdy relmbursement

rec1p1ent i

Employers must take the
following actions 5

For individuals who have not yet re}ceived COBRA
notices: New COBRA notlce W1th apphcatrons (full-
version) is required. B ;
All groups: For all individuals who lost coverage duetoa -
recent employee terminatiorr or other qualifying event
and have not'yet received tl{eir COBéA election notices
and applications, and for all lndiv’idrlals who lose coverage
prior to or on December 31, 2009, errfployers must provide
modified COBRA notices 'an(l applications that include
information about the subsidy and alp'plication’s’ forthe
subsidy. Groups of fewer than 20 employees must use the .

. Blue Cross full COBRA notrce mentzoned above. Larger .
. groups may use the Blue Cross form o§r any form that.

complies with the new DOL model notices.

i

i
i
i
i
i

This information is provided to our group leaders and agents as general information only.
It does not constitute legal advice or a legal opinion for any specific employer, agent or employee.
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For individuals currently on COBRA: Supplemental
notice (abbreviated version) required as soon as is
reasonably possible A :

All groups: For all individuals who lost coverage due to a .
recent employee term1nat10n or other quahfymg event '
onor after September 1 2008 and who elected COBRA =
or who recently lost coverage and are still within their
election period — employers must now provide separate
supplemental notices to these individuals that describe
the new premium subsidy. The DOL general model notice
(Abbreviated version) has been prepared for this purpose.
i Groups of 20 or fewer employees must use the Blue Cross

| abbreviated COBRA notice mentzoned above

__The employer must also notlfy the individual of the rrght B
| to change coverage opt1ons if that choice is allowed. )
l
l

“ Blue Cross will allow coverage changes for all its fully
insured groups, so the coverage change forms must be

’ included to eligible individuals if they are fully insured.
| - Employers that are self-insured may choose not to allow
coverage changes and may delete information relative to
that chorce (See the last sectlon of thls bulletm for more
information on not1fy1ng individuals of their rlght to
change coverage options.)

Spec1al Extended Elect1on Notlce requlred by }

‘ April 18,2009 ’

For groups of 20 or more employees Employers w1th 20 or
more employees must send a notice of a special extended -
election period for employees and their spouses and: v
dependent children terminated for any reason other than
gross misconduct on or after September 1, 2008,. These
individuals may apply for COBRA and the subsidy. This

L\ applies to employees involuntarily terminated Who were™
l eligible for but did not elect COBRA — or who elected
|
|

COBRA and dropped it (and their spouses and dependent
children) The employer must send this special election -
period notice by April 18. The individuals then have

60 days to complete and return the notice as instructed - .
on the election forrn.; You may use the Blue Cross “special - . -
extended election period" COBRA notice for this:purpose. . ; :

Spec1a1 riote for groups with fewer than 20 employees
Because’ groups of 19 or fewer employees are subject to
state continuation law and not federal COBRA law, the
special election period described here does not yet appear
to apply to these groups. A bill in the Minnesota legislature

that would modify the Minnesota continuation laws to

" add a special election period similar to the new federal law
“has not been enacted but is considere)d very likely to pass. - .
withindays. = .

‘New notices contain instructions A

' The DOL model notices.and the. Blue Cross COBRA election:
:notices include instructions for the appl1cant S proper- ... .
return of the completed forms. It is very important that
the entity eligible to receive tax credit for the subsidy has
record of the completed forms as an audit trail. Employers
with 19 or fewer employees MUST return the completed

- forms to Blue Cross. We cannot adjust the premium for

an employee, nor claim the subsidy, until- we-receive:the. == -
| completed and authorized notices, which include the COBRA

election Request for Treatment as an Assistance Ellglble
Individual forms.

All notices provided in compliance with the new law
must include the following: - ’

- A prominently di"splayed description of the individual's
right to a reduced premium and any conditionson-
- entitlement to such areduced premlum v

| - A description of the individual’s rrght to change R

coverage if the employer permits-the individual to:
change coverage . :

"+ Description of any applicable special election period

~ that might apply

« -Any formsnecessary to-establish eligibility for premium
subsidy and for changing coverage if the employer
allows coverage changes N :

. » Name, address, and phone. number to contact plan.

~administrator(s) or another person aintaining =
relevant information in connection with the subsidies
. Explanation of the requirement to notify the plan of any

subsequent eligibility for coverage under another group
health plan and/or Medicare :

Penalties
Failure to send a t1mely COBRA electron notrce could

- subject the employer or plan to a penalty of up to $110 per

day under ERISA sectlon 502 (c)( ) Farlure to comply wrth

 the new election riotice requlrements could also result 1n

adverse tax consequences

This information is provided to our group leaders and agents as general information only. '
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It does not constitute legal advice or a legal opinion for any specific employer, agent or employee.
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