
This Webinar Will Start Momentarily.

Thank you for joining us. 
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This presentation is provided for general information purposes only and should not be considered legal 

or tax advice or legal or tax opinion on any specific facts or circumstances. Readers and participants are 

urged to consult their legal counsel and tax advisor concerning any legal or tax questions that may arise.

Any tax advice contained in this communication (including any attachments) is not intended to be used, 

and cannot be used, for purposes of (i) avoiding penalties imposed under the U. S. Internal Revenue 

Code or (ii) promoting, marketing, or recommending to another person any tax-related matter. 

Disclaimer
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Our topics for today:

1. DOL Guidance

2. IRS Notice 2021-31

3. Recommendations for Administration of Subsidies

ARPA COBRA Premium Subsidies
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COBRA Premium 
Assistance



COBRA Premium Assistance

▪ Provides for COBRA premium assistance of 100% of the premium (including the 

2% COBRA administration fee) for continuation coverage in effect beginning April 

1, 2021 and ending on or before the earliest of: 

▪ The date a premium-assistance eligible individual becomes eligible for other group 

health plan coverage or Medicare (as opposed to standard COBRA continuation rules, 

under which a qualified beneficiary loses COBRA when they become covered by 

another group health plan or Medicare); 

▪ When the qualified beneficiary exhausts his or her COBRA coverage period; or 

▪ September 30, 2021. 

COBRA Premium Assistance
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Assistance Eligible Individual
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Who is eligible for premium assistance?

▪ Any individual that is a qualified beneficiary who:

▪ Is eligible for COBRA continuation coverage by 

reason of a specified qualifying event; and

▪ Elects such coverage.

▪ Applies to affected spouse and dependents.

▪ Does not include an individual that voluntarily

terminated employment.

▪ COBRA need not be offered to employees 

terminated for gross misconduct.

Specified COBRA Qualifying 

Events:

▪ Involuntary termination of 

employment

▪ Reduction in hours



Assistance eligibility includes:

▪ AEI experiencing a qualifying event after April 

1, 2021 and before September 30, 2021.

▪ AEI whose previous COBRA coverage was 

discontinued.

▪ AEI still within their election periods (which 

have been extended due to the “tolling” of 

election timelines) who have not elected 

COBRA continuation coverage.

▪ AEI currently in a COBRA coverage period.

Assistance Eligible Individual
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▪ If elected, COBRA coverage begins as of the first 

coverage period beginning on or after April 1, 

2021.

▪ Will “not extend beyond the period of COBRA 

continuation coverage that would have been 

required under the applicable COBRA 

continuation coverage provision if the coverage 

had been elected as required under such 

provision or had not been discontinued.”

Special Election Period
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Special election period 

beginning on April 1, 2021 and 

ending “60 days after the date 

on which notification…is 

provided to such individual.”



Premium Assistance Timeline
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March 11, 2021

April 1, 2021

April 10, 2021

April 25, 2021

May 31, 2021

President Biden signs the American Rescue Plan Act of 

2021 into law

Premium assistance begins

DOL Model Election Notice due

DOL Model Notice of Expiration of Subsidy due Premium Subsidy for 

Assistance Eligible 

Individuals

Election notice to AEI due

Premium subsidy period endsSept 30, 2021

Notice of Expiration of Subsidy due
Aug 16 – Sept 

15, 2021
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DOL Guidance



▪ In April 2021, DOL published the following:

▪ Federal Register notice regarding model notices

▪ Model notices including a “Summary of the COBRA Premium Assistance Provisions” 

▪ Set of FAQs regarding COBRA premium subsidies (geared mostly toward employees)

▪ All are available on the DOL website at https://www.dol.gov/agencies/ebsa/laws-and-

regulations/laws/cobra/premium-subsidy

DOL Guidance
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https://www.dol.gov/agencies/ebsa/laws-and-regulations/laws/cobra/premium-subsidy


Model General Notice and COBRA Continuation Coverage Election Notice

▪ For use by group health plans for qualified beneficiaries who have qualifying 

events occurring from April 1, 2021 through September 30, 2021

▪ Distributed to all QBs, not only assistance eligible individuals (AEIs)

▪ Essentially a modified COBRA election notice including information about the 

premium subsidies

▪ The “Summary of the COBRA Premium Assistance Provisions” document is 

to be attached to this notice

▪ Distributed within normal COBRA election notice timeframes

DOL Guidance – Model Notices
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Model Alternative Notice of ARPA Continuation Coverage Election 

Notice

▪ For use by insured coverage subject to state continuation 

requirements between April 1, 2021 and September 30, 2021

▪ Similar to Model General Notice and COBRA Continuation Coverage 

Election Notice but most references to COBRA removed

▪ Distributed to all QBs, not only assistance eligible individuals (AEIs)

▪ The “Summary of the COBRA Premium Assistance Provisions” 

document is to be attached to this notice

▪ Distributed by deadline imposed under state continuation law

DOL Guidance – Model Notices
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Model Notice in Connection with Extended Election Period

▪ For use by group health plans for AEIs currently enrolled in COBRA continuation coverage and QBs who 

would be AEIs if they had elected and/or maintained COBRA continuation coverage

▪ Provides information about availability of premium subsidies and the special election period

▪ The “Summary of the COBRA Premium Assistance Provisions” document is to be attached to this notice

▪ Notice must be provided no later than May 31, 2021

▪ No similar model notice provided for plans subject only to state continuation 

DOL Guidance – Model Notices

15

Failure to provide such notice shall be treated as a failure to 

meet the notice requirements under the applicable COBRA 

continuation provision.



Model Notice of Expiration of Premium

▪ Notifies an AEI that the premium assistance for such individual will expire soon and that 

such individual may be eligible for coverage without any premium assistance through 

COBRA continuation coverage, or coverage under a group health plan

▪ Must be provided during the period of 45 days before the date of such expiration and 

ending on the day that is 15 days before the date of such expiration

▪ Not required if coverage ends due to exhaustion of COBRA or eligibility for other 

coverage/Medicare before assistance period ends

DOL Guidance – Model Notices
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Unresolved Notice Issues

▪ Notice obligations for plans subject solely to state continuation law unclear

▪ Who provides notice to new QBs (on/after 4/1/21)?

▪ Notice in Federal Register indicates insurance carrier is required to distribute

▪ Is a notice required for AEIs whose qualifying events occurred prior to 4/1/21?

▪ No special election period for these AEIs (unless state law amended) so no need to provide notice 

regarding the special election period

▪ Should current continuation participants be notified and required to “elect” subsidy?

DOL Guidance
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IRS Notice 2021-31



Q: Is the COBRA premium subsidy available under plans other than group 

medical plans?

A: Yes.  Premium subsidies are available under all group health plans subject to federal 

COBRA or state continuation coverage other than health FSAs provided through a Section 

125 cafeteria plan. (Q/A-35)

▪ Includes dental and vision plans

▪ Includes HRAs, many EAPs, etc.

▪ Does not include QSEHRAs or group term life plans

IRS Guidance – Plans Under Which Subsidies are Available
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Q: What is the earliest date on which the qualifying event must have occurred?

A: In most cases, an AEI’s continuation coverage would need to have started on or after 

11/1/19 for the AEI to receive a premium subsidy starting in April 2021

▪ AEIs whose continuation coverage has been extended due to a SSA disability determination, a 

second qualifying event, or an extension under state continuation law are entitled to premium 

subsidies if the extended continuation coverage period overlaps with the period of time covered 

by the premium subsidy. (Q/A-17)

▪ Disability extension: COBRA coverage would need to have started on or after 12/1/18

▪ Second qualifying event extension: COBRA coverage would need to have started on or after 5/1/18 

▪ State law extension: Depends on length of state continuation

IRS Guidance – Who is an AEI
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Q: Is the COBRA premium subsidy available to employees terminated for cause 

and/or gross misconduct?

A: Yes. However, if the termination of employment is due to gross misconduct of the 

employee, the termination is not a qualifying event and the loss of the health coverage of 

the employee and other family members by reason of the employee’s termination of 

employment does not lead to eligibility for COBRA continuation coverage. Therefore, the 

loss of coverage due to a termination of employment for gross misconduct will not result in 

an individual becoming a potential Assistance Eligible Individual. (Q/A-27)

▪ But what if COBRA coverage was offered even though there was gross misconduct?

IRS Guidance – Who is an AEI
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Q: Is an employee who voluntarily reduces hours an AEI?

A: Yes, all reduction in hours (whether voluntary or involuntary) are included. (Q/A-21) 

▪ Includes a furlough (a temporary loss of employment or complete reduction in hours with a 

reasonable expectation of return to employment or resumption of hours (for example, due to an 

expected business recovery of the employer) such that the employer and employee intend to 

maintain the employment relationship). (Q/A-22)

Q: What is an involuntary termination of employment?

A: 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. (Q/A-24)

IRS Guidance – Who is an AEI
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Q: What does involuntary termination include?  

▪ It includes non-renewal of an employee’s contract if the employee was otherwise willing 

and able to continue but not if the parties understood at the time they entered into the 

expiring contract, and at all times when services were being performed, that the contract 

was for specified services over a set term and would not be renewed. (Q/A-34)

▪ It includes an employer taking action to terminate the individual’s employment during an 

employee’s absence for illness or disability if before the action there is a reasonable 

expectation that the employee will return to work after the illness or disability has 

subsided. (Q/A-25)

▪ Not clear if leave being taken for other reasons

IRS Guidance – Who is an AEI – Involuntary Terminations
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Q: What does involuntary termination include?  

▪ It includes a voluntary resignation in response to an involuntary material reduction in 

hours. (Q/A-32)

▪ It is not clear what would be considered a “material” reduction. 

▪ Typically, does not include retirement but exceptions depending on facts and 

circumstances (Q/A-26)

▪ Does not include death (Q/A-33)

IRS Guidance – Who is an AEI – Involuntary Terminations
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Q: Can a qualified beneficiary become an AEI multiple times? 

A: Yes. (Q/A-3)

▪ Example: On 4/1/21, an employee’s employment terminates involuntarily, and they become a 

QB. QB elects COBRA coverage and becomes an AEI on 4/1/21. On 7/1/21, the AEI becomes 

eligible for coverage under a group health plan sponsored by the employer of the AEI’s spouse 

and ceases to be an AEI. The former AEI enrolls in coverage in the spouse’s group health plan 

effective 7/1/21. On 8/1/21, the individual’s spouse is involuntarily terminated, and coverage is 

lost. The individual and spouse become AEIs as of 8/1/21.

▪ What if there are multiple QEs prior to 4/1/21?

▪ Not addressed in Notice.

IRS Guidance – Who is an AEI
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Q: Does the rule regarding eligibility for other coverage apply to someone who can 

enroll in a spouse’s coverage via HIPAA special enrollment? Does it apply to someone 

who could have enrolled in another group health plan previously (e.g., when hired by 

another employer) but can no longer do so?

A: An AEI who was previously eligible for other coverage but is not currently able to enroll in that 

coverage is not disqualified. (Q/A-9, Ex. 1)  An AEI with a current HIPAA special enrollment right 

(including one based on the extended HIPAA special enrollment deadline) would not be eligible 

for the subsidy. (Q/A-9, Ex. 3)

▪ AEIs in a waiting period under another plan are eligible for subsidy during the waiting period (Q/A-11, 

Ex. 2)

▪ Eligibility for COBRA coverage under another group health plan does not disqualify the AEI from 

receiving subsidies (Q/A-11)

IRS Guidance – Eligibility for Other Coverage
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Q: Does enrollment in other coverage after qualifying event disqualify AEI from 

receiving subsidies?

A: No. Enrollment in other group health plan coverage before electing COBRA continuation 

coverage does not end the period of eligibility for COBRA continuation coverage. If the 

individual is no longer covered by (or eligible to enroll in) the other group health plan 

coverage as of April 1, 2021, that prior coverage by a group health plan does not disqualify 

the individual from COBRA premium assistance. However, beginning on April 1, 2021, 

coverage by (or eligibility to enroll in) another group health plan would disqualify the 

individual from COBRA premium assistance, even though it does not end the period of 

eligibility for COBRA continuation coverage. (Q/A-10)

IRS Guidance – Eligibility for Other Coverage
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Q: Does eligibility for retiree coverage disqualify AEI from receiving subsidies?

A: If offered under the same group health plan, the offer of the retiree health coverage has 

no effect on an AEI’s eligibility for COBRA premium subsidies. If offered under a separate 

group health plan than the plan under which the COBRA coverage is offered, an AEI is not 

eligible for COBRA premium subsidies. (Q/A-18)

IRS Guidance – Eligibility for Other Coverage
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Q: Is the premium subsidy “automatic” or is the qualified beneficiary required to 

elect COBRA continuation if they are not currently on COBRA?

A: An AEI currently not covered will need to elect COBRA and the premium subsidy. 

Furthermore, current COBRA participants should be required to “elect” the premium subsidy 

to establish their eligibility. 

▪ Employers are not required to obtain a self-certification or attestation; however, employers who 

claim the credit must retain in their records either a self-certification or attestation from the 

individual regarding the individual’s eligibility status, or other documentation to substantiate that 

the individual was eligible for the COBRA premium assistance. (Q/As-4, 5, 6, 7, and 84)

▪ The “Summary of the COBRA Premium Assistance Provisions” document provided by the DOL 

includes a request form that contains an attestation

IRS Guidance - Elections
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Q: Is a premium-assistance eligible individual who is not currently enrolled in COBRA 

required to sign up retroactively and make up the missed premium for coverage prior to 

the start of the subsidy?

A: AEIs not currently covered under COBRA will have the right to elect coverage effective April 1, 

2021 or later. (Q/A-44) They may also have a right to elect retroactive coverage back to date 

coverage was originally lost if the election period has not expired (including due to extension of 

election period during Outbreak Period).

▪ Retroactive coverage must be elected during 60-day special election period following receipt of 

notice. (Q/A-56)

▪ If retroactive coverage elected, AEI can be required to pay retroactive premiums back to the original 

qualifying event date or loss of coverage date. (Due dates are extended during Outbreak Period).

▪ If premiums for retroactive coverage not ultimately paid, no impact on coverage during premium 

subsidy period. (Q/A-58)

IRS Guidance - Elections
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Q: What happens if the plan in which an AEI was enrolled at the time of the 

qualifying event has been terminated and the AEI elects COBRA during the 

special election period?

A: If an employer no longer offers the health plan that previously covered the AEI, the AEI 

must be offered the opportunity to elect the plan that a similarly situated active employee 

would have been offered that is most similar to the previous plan that covered the AEI, even 

if the premium for the plan is greater than the premium for the previous plan. In this case, 

the other coverage elected by the individual is eligible for the COBRA premium assistance, 

regardless of the premium for that coverage. (Q/A-42)

▪ Appears that AEI is not given a choice if employer has multiple options

IRS Guidance - Elections
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▪ IRS confirmed that the only case in which 

an insurance carrier can claim the tax 

credit is when the plan is insured and 

subject solely to state continuation law 

(Q/A-72)

▪ In all other cases the employer will claim 

the tax credit unless the plan is a 

multiemployer (Taft-Hartley) plan

IRS Guidance – Tax Credit
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Medicare payroll tax credit is 

available for “person to whom 

premiums are payable.”



Q: How are tax credits impacted if an employer is already subsidizing the cost of COBRA 

coverage for an AEI?

A: The amount of the tax credit is equal to the premium that would have been charged to an AEI in the 

absence of the ARPA subsidy and does not include any amount of subsidy that the employer would have 

otherwise provided (e.g., pursuant to a severance agreement or other arrangement). (Q/A-64)

▪ However, if the employer is not charging the full COBRA premium and, as allowed under COBRA, increases the 

AEI’s premium to the full COBRA premium, the tax credit is available for the full COBRA premium (Q/A-65) even if 

the employer also provides a separate taxable payment to the AEI. (Q/A-66)

▪ Example: Under a group health plan, 102 percent of the applicable premium for COBRA continuation coverage is 

$1,000 per month. Before April 1, 2021, the plan charged $400 per month for COBRA continuation coverage. 

Pursuant to § 54.4980B-8, Q&A-2(b)(1), and the applicable notice requirements, the plan charges all covered 

employees and qualified beneficiaries $1,000 per month for COBRA continuation coverage for periods of 

coverage beginning April 1, 2021. In addition, beginning April 1, 2021, the employer provides a taxable severance 

benefit of $600 per month to employees who are Assistance Eligible Individuals. An Assistance Eligible Individual 

is entitled to COBRA continuation coverage without payment of any premium. The credit is $1,000.

IRS Guidance – Tax Credit
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Q: Are tax credits available with respect to non-AEIs receiving continuation 

coverage along with an AEI?

A: No. The COBRA premium is allocated first to the premiums for the AEIs based on the 

cost of COBRA coverage for only AEIs and then to the premiums for the individuals who are 

not AEI. If the total cost of the coverage for all covered individuals does not exceed the 

premium costs for the AEIs, the tax credit is equal to the full applicable premium amount of 

the COBRA coverage. If the coverage of a non-AEI increases the total COBRA premium for 

all individuals, no tax credit is available for that incremental additional cost. (Q/A-68)

▪ Examples of non-AEIs: Individuals receiving continuation coverage who are not the employee 

or the employee’s spouse or dependent child; individuals enrolled in the continuation coverage 

after the qualifying event (other than newborn or newly adopted child)

IRS Guidance – Tax Credit
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Q: Are tax credits available for more expensive coverage elected by an AEI?

A: Yes, if an AEI changes coverage during an open enrollment period, tax credits remain 

eligible for the full COBRA premium for that new coverage (Q/A-69)

▪ However, unless otherwise allowed under the COBRA regulations or other applicable law, 

coverage with a premium greater than the premium for the coverage that the individual was 

enrolled in at the time of the qualifying event is not eligible for the COBRA premium assistance.  

(Q/A-41)

▪ Example: AEI was enrolled in a plan with an $800 per month COBRA premium at the time of 

the QE. The employer permits AEIs to enroll in other coverage when electing COBRA 

coverage. AEI enrolls in coverage option with a $1,000 per month COBRA premium. That 

coverage is not eligible for the COBRA premium assistance. 

IRS Guidance – Tax Credit
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Continuing Education Credits

▪ Hays Companies is recognized by SHRM to offer Professional Development 

Credits (PDCs) for SHRM-CP® or SHRM-SCP®. This program is valid for 1 PDCs 

for the SHRM-CP or SHRM-SCP. Activity ID No. 21-ZSC75. For more information 

about certification or recertification, please visit www.shrmcertification.org.



▪ Available wherever you get your podcasts

▪ Free SHRM Credits available

▪ Like and subscribe!
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Thank you!

June 2, 2021


