FREE COBRA IN 2021!
(FOR THOSE WHO QUALIFY)
What you should know about the new COBRA subsidies
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The American Rescue Plan Act

What brokers and employers need to know
How COBRA normally works…

1

Employee becomes eligible for COBRA. Usually
due to termination or reduction in hours.

2

Within 63 days of becoming eligible for COBRA,
they can elect.

3

Former employee / dependent elects COBRA
benefits.

4

They pay the premium (up to 102% of actual cost)
each month to their COBRA administrator.

5

COBRA administrator remits payment to the
employer.

6

Employer pays the carrier.

What brokers and employers need to know
How COBRA will work from April 1 - Sept 30 for people who qualify

1

Employee becomes eligible for COBRA. Usually
due to termination or reduction in hours.

2

Within 63 days of becoming eligible for COBRA,
they can elect.

3

Former employee / dependent elects COBRA
benefits.

4

They pay the premium (up to 102% of actual cost)
each month to their COBRA administrator.

5

COBRA administrator remits payment to the
employer.

6
7

Employer pays the carrier.
Gov’t reimburses employer when they file
form 941 for quarterly taxes via a payroll
tax credit.

What brokers and employers need to know
Your CPA is the right resource for questions about getting reimbursed by the gov't.

What types plans are required to comply?

The premium subsidy generally applies to group health
plans that are subject to the Employee Retirement Income
Security Act (ERISA).
State Continuation Plans are included too (e.g., New York’s
mini-COBRA law).
It doesn't apply to coverage under a health flexible
spending arrangement provided pursuant to a cafeteria plan.

Who gets the subsidy?

Those eligible to receive the COBRA subsidy starting on
April 1 include eligible employees and covered dependents
who:
(i) are already enrolled in COBRA
(ii) did not elect COBRA when it initially became available to
them
(iii) elected COBRA initially but let the coverage lapse

Who gets the subsidy?

Those eligible to receive the COBRA subsidy starting on
April 1 include eligible employees and covered dependents
who:
Eligible means they were terminated involuntarily (they
didn't quit).

Who qualifies? Current, Future, and Past.
Current people on COBRA
Anyone currently on COBRA who was terminated involuntarily, for any reason
other than for gross misconduct, can get free COBRA for up to 6 months,
April 1, 2021 - September 30, 2021.

Current employees who become eligible for COBRA in the Future
Anyone terminated involuntarily between now and September (again, for any
reason other than gross misconduct) can also get free COBRA through
September.

Former employees who were eligible for COBRA in the Past
Anyone who became eligible for COBRA after November 1, 2019 may still be
eligible for this subsidy too, even if they waived coverage.

Example
Susan, an assistance eligible individual, elects COBRA
coverage due to her involuntary termination from
employment.
She elects coverage for herself and all of her family
members (who were covered under the plan on the day
before the qualifying event), which includes her two
dependent children and her domestic partner. Susan and
her family members are not eligible for other group health
coverage or Medicare.
Under the terms of the plan, COBRA coverage for an
employee plus-two-or-more-dependents costs $800 per
month. As a result, Susan would be entitled to the ARPA
COBRA premium subsidy for the full $800 per month, and
her former employer may claim the payroll tax credit for the
full $800 per month.

What should employers do now to stay compliant?

By May 31, 2021, send new COBRA notices
to anyone who qualifies for the subsidy.
The US Dept of Labor will release model notices by April 30.

What should employers do now to stay compliant?
Within 60 days of April 1, 2021, send new COBRA notices to anyone who
qualifies for the subsidy.
The new notice must include:
(1) the forms necessary for establishing eligibility for premium assistance
(2) the name, address, and telephone number necessary to contact the plan
administrator and any other person with relevant information regarding the
premium subsidy
(3) a description of the special 60-day election period
(4) a description of the qualified beneficiaries’ obligation to inform the plan
administrator if the qualified beneficiary becomes eligible for disqualifying
coverage
(5) a description, displayed in a prominent manner, of a qualified beneficiary’s
right to a subsidized premium and any conditions on entitlement to the
subsidized premium
(6) a description of the qualified beneficiary’s option to enroll in different
coverage, if permitted by the employer.

Again, who needs to get this notice?

Anyone who qualifies for the subsidy.
Here's some more technical language on who qualifies:
To qualify for the subsidy, an individual must have been eligible
for COBRA due to the covered employee’s involuntary
termination of employment or reduction of hours, and the
individual must elect COBRA.
Qualified beneficiaries who are eligible for COBRA due to a
voluntary termination of employment are not eligible for the
premium subsidy (nor are individuals terminated for gross
misconduct or whose qualifying event is anything other than
involuntary termination of employment or a reduction in hours,
such as children entitled to COBRA due to aging off coverage).
The individual must have been eligible for COBRA coverage
during the period beginning on April 1, 2021 and ending Sept. 30,
2021.

Again, who needs to get this notice?

Current people on COBRA
Do you have former employees on COBRA today?
If they quit voluntarily, theres nothing you need to do.
But if they were terminated involuntarily (for anything
other than gross misconduct), you must send a new
COBRA notice letting them know they're eligible for
the ARPA subsidy.

Again, who needs to get this notice?

Current employees who become
eligible for COBRA in the Future
Make sure your termination process keeps track of
who is quitting voluntarily vs who is terminated
involuntarily.
Anyone you terminate after April 1 who qualifies for
the ARPA subsidy should get a COBRA notice with
different language.

Again, who needs to get this notice?

Former employees who were
eligible for COBRA in the Past
Make a list of all your terminations since 11/1/2019.
For those who didn't quit voluntarily or were
terminated for gross misconduct, you must send them
a new COBRA notice letting them know they are once
again eligible to enroll in COBRA as of April 1.

What else should employers know?
Are individuals who previously declined COBRA
coverage or discontinued COBRA coverage
potentially eligible for the subsidy?
Yes.
Anyone who waived coverage initially, or cancelled COBRA after a few
months will get a special “second chance” election right.
This "second chance" special election period begins on April 1 and ends
60 days after an individual receives a new COBRA notice. If the person
elects COBRA, their subsidized coverage will start on April 1, 2021.
Note that this rule differs from the normal COBRA rules which require the
coverage to be effective as of the date of the original loss of coverage.

What else should employers know?

Does ARPA extend the COBRA coverage period?
No. When the coverage period ends, the coverage period ends.

What don't we know?
Will the ARPA subsidy cover medical, dental and vision coverage or
just medical coverage?
What if a termination is mutual? A situation where the employer asks
the employee to resign?
There could be questions of whether the employer must provide the
subsidy where the employer and employee resolve to mutually terminate
their relationship, the termination occurs under a voluntary exit incentive
program, an employee leaves for “good reason,” or an employee retires
after a mandated retirement age.
The DOL will need to provide further guidance so that employers
know whether terminations in these situations require the ARPA
COBRA subsidy.
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Alpine will send out notices

You know the termination reasons better
than we do. So we just need your help
identifying who's eligible.
We'll take care of the rest.

Current COBRA Members
Looks at employees on COBRA now, and tell alpine@bernardhealth.com who
was terminated involuntarily.

Future COBRA enrollees
Check your list of ‘termination reasons’ in BerniePortal and make sure
you're categorizing terminations in a way that makes it clear who
qualifies for the COBRA subsidy.
One easy way to do this is to add these three termination reasons in
BerniePortal. Simply click “Add a Reason” above the list to create
these new options:
1. Voluntary Resignation
2. Involuntary - For Cause
3. Involuntary - Gross Misconduct

Future COBRA enrollees

Simply click “Add a Reason” above the list to create these new options:
1. Voluntary Resignation
2. Involuntary - For Cause
3. Involuntary - Gross Misconduct

Past
Run a termination date report in BerniePortal to get a list of
everyone terminated starting in November 2019.

Past
Identify who on that termination date report was terminated
involuntarily, but not for gross misconduct.

Alpine will send out notices

You know the termination reasons better
than we do. So we just need your help
identifying who's eligible.
We'll take care of the rest.
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