CLIENT BULLETIN
SUPREME COURT CLARIFIES COBRA ENTITLEMENT 
On Monday, June 8, 1998, the United States Supreme Court decided a significant case involving the rights of individuals to receive continued coverage under a group health plan pursuant to the Consolidated Omnibus Budget Reconciliation Act of 1985 ("COBRA"). Under COBRA, employers of 20 or more employees generally have to offer all employees, and their families, the right to continue their health insurance under the employer's health plan after a "qualifying event" (e.g., termination of employment, reduction in hours, divorce). The right to continue coverage under the plan ends when a qualified beneficiary first becomes covered under any other group health plan which does not contain any preexisting conditions or limitations. The issue before the Supreme Court in Geissal v. Moore Medical Corporation was whether an employer had to offer COBRA coverage to a qualified beneficiary who was covered under another group health plan at the time of the COBRA election. The Supreme Court unanimously held that COBRA coverage must be offered to qualified beneficiaries even if they have other coverage at the time of the COBRA election. 

Geissal v. Moore Medical Corporation 

The facts of the case are straightforward: Moore Medical Corporation fired one of its employees, James Geissal. Geissal suffered from cancer, and at the time of his termination he was covered under Moore's group health plan and the plan provided by his wife's employer. After the termination, Geissal elected COBRA coverage and received benefits under Moore's plan for six months. At that time, Moore notified Geissal that it was mistaken and he was not eligible for continuation coverage because he was covered by his wife's group health plan. Geissal filed suit, lost, appealed to the Eighth Circuit Court of Appeals, lost again, and then the Supreme Court agreed to hear the case to resolve a conflict among several circuit courts. The issue presented to the Supreme Court was whether an employer could deny COBRA continuation coverage to an otherwise eligible beneficiary covered under another group health plan at the time of the COBRA election. 

In a unanimous opinion, the Supreme Court noted that COBRA coverage may be terminated, among other times, on: 

[t]he date on which the qualified beneficiary first becomes, after the date of the election- (i) covered under any other group health plans (as an employee or otherwise), which does not contain any exclusion or limitation with respect to any preexisting condition of such beneficiaries, or (ii) entitled to [Medicare]. 

Moore argued that Geissal's coverage under his wife's plan terminated his eligibility for COBRA coverage. Moore suggested that Geissal first became covered under another group health plan on the day after his COBRA election. 

The Supreme Court rejected Moore's argument as contradicting the plain language of the statute. According to the court, COBRA coverage can be terminated only if a beneficiary becomes "first" covered, "after" the date of election, under another group health plan. Therefore, the court rejected Moore's arguments, overturned the Eighth Circuit Court of Appeals and ruled that Geissal was eligible for COBRA coverage notwithstanding his preexisting coverage under his wife's plan. 

Employer Action 

The Supreme Court's ruling is significant because it means that employers will have to offer COBRA coverage to more individuals than were previously considered eligible. For employers with insured plans, this will likely mean only a slight increase in administration costs. However, for self-funded health plans, this ruling could dramatically increase an employer's costs. 

Because employees have to pay the cost of COBRA coverage, it is not often that an employee will elect COBRA coverage if he or she can obtain health coverage elsewhere (for example, under a spouse's plan). However, this may not be the case with high-risk individuals who want, or need, "double" coverage. Also, it is not clear whether employees covered by Medicare at the time of a COBRA election will choose COBRA benefits in addition to Medicare, which often provides lesser benefits. 

Although the practical effects of Geissal are not yet clear, employers should verify that the insurers and/or administrators of their health plans are administering the employer's COBRA obligations correctly. Many employers assume that the insurance company or administrator will handle all COBRA issues, and this is often true. However, violations of the COBRA statute could subject the employer to significant penalties ($110 per day) plus liability for a plaintiff's medical bills. 

* * * 

If you would like more information about Geissal or your COBRA obligations in general, please contact Michelle Mapes or John Schembari in Kutak Rock's Employee Benefits Department at 402-346-6000. 
