
 

COBRA is the continuation of group health care coverage that an employee already has (employee, covered spouse 

and dependent children). Employers (except plans sponsored by the Federal Government or churches/church-

related organizations) with 20 or more employees are required to offer it in certain circumstances. 

Covered Employees: 

• Termination of employment 

• Reduction in hours 
 

Covered spouses/ dependent children: 

• Termination of employee employment 

• Reduction in hours of employee 

• Employee becomes eligible for Medicare 

• Divorce/legal separation 

• Death of employee 

• Loss of dependent child status 
 

• We are seeing many employers extend benefits while employees are furloughed (this typically requires 

employees to pay their portion) 

• Layoff is a separation from payroll – benefits would terminate which is a COBRA qualifying event 

Many employers are trying to offer additional help by going above and beyond a typical termination situation. This 

includes paying all or a portion of COBRA payments for a specific time, but it is important to know that this short-

term help could backfire long term for the employee.  

Why? 

If the employee can’t afford the entire premium once the employer stops paying, non-payment of COBRA 

premium does NOT QUALIFY for the special enrollment period (SEP) within the public marketplace. This means 

offering a COBRA subsidy for only a portion of the COBRA period could have the unintended consequence of 

disallowing a participant to gain individual coverage access, potentially with a government-funded subsidy under 

ACA. 

 

• Employer should end active coverage upon employee termination. This eliminates the potential for 

payment of premiums for terminated employees who will likely not elect to enroll in COBRA coverage.  An 

employer’s ability to retroactively terminate coverage is prohibited by the ACA if the employee 

contributed to the cost of the plan.   

• Administrator will notify employer if employee elects coverage and have carrier reinstate. Be sure and 

watch bills for refunds/catch up premium amounts. 



 

Many terminated employees do not have their next employment opportunity lined up and as a result are 

concerned about what to do next. They want to make sure they are protecting themselves and/or their families 

with insurance coverage. Here are the basics: 

The covered employee or one of the covered beneficiaries must notify the plan within 60 days of the qualifying 

event. A qualifying event is termination of employment, reduction in hours of employment, death of employee, 

Medicare entitlement, legal separation or divorce, or a child’s loss of dependent status under the plan. 

• COBRA notices should be sent to the employee’s last known address within 44 days of termination date or 

coverage end date 

• Employee has 60 days from date of notice to elect 

• Employee can initially waive, then later decide to elect COBRA,  as long as they are within the 60-day 

window 

• Each covered person has the independent right to elect coverage 

• Medical, dental and vision policies are usually independent of each other 

• Typically, coverage can last up to 18 months (36 for spouse/dependent children in the case of Medicare 

entitlement, divorce, death or loss of dependent child status) 

How do COBRA payments work? 

• First payment is due 45 days after COBRA election 

• Subsequent payments are due first day of the month with a 30-day grace period 

• Generally, the employee is responsible for the full premium cost of the benefits (employer and employee 

portion) plus a 2% administrative fee. 

• COBRA premiums are retroactive to date of termination 

 

How does my decision to enroll in COBRA impact other coverage I might need down the road? 

If your COBRA coverage ends before the maximum period (usually 18 months) because you stop paying premiums, 

you will NOT QUALIFY for a special enrollment period (SEP) in the public Marketplace.  That means you would have 

to wait for the following open enrollment period (November 1 to December 15 in most states) to sign up and your 

Marketplace coverage would be effective on January 1.   

COBRA rules are even more tricky for employees who are eligible for Medicare coverage due to age or disability. 

• Just like the example above, non-payment of COBRA premiums does NOT QUALIFY as a special 

enrollment period (SEP) for Medicare.  You would have to wait until the next open enrollment period 

(January 1 to March 31) to enroll.  Your Medicare plan would be effective on July 1. 

• You might not realize that Medicare may be considered primary (meaning it would pay claims before 

your COBRA plan), EVEN IF YOU’RE NOT ENROLLED in Medicare 

o Make sure you check your plan documents or speak with your benefits administrator to 

understand how coordination works for your COBRA plan and Medicare.  COBRA might only pay 

for a portion of the balance remaining after Medicare would pay, even if you’re not enrolled in 

Medicare. 


