
Kaiser Permanente COBRA SUBSIDY (ARPA): 

 

On March 11, 2021, President Biden signed into law the most recent COVID-
19 relief package, the American Rescue Plan Act of 2021 (ARPA).This 
COVID-19 relief package covers a wide range of issues and includes new 
COBRA continuation coverage election, notice, and premium assistance 
requirements. 
  
The premium assistance will be 100% of the total cost of federal and/or 
state COBRA continuation health coverage and will be available for eligible 
individuals starting April 1, 2021 through September 30, 2021.ARPA 
provides for an extended COBRA election period and requires the COBRA 
administrators (typically a third-party administrator (TPA) chosen by an 
employer group health plan sponsor or, in the case of a multi-employer plan, 
a multi-employer trust) to issue: 

 Notices to eligible individuals describing the premium assistance 
and 

 Extended COBRA election notices. 

COBRA administrators also must provide a notice of expiration before the 
premium assistance expires. 
  
In most cases, the premium for eligible individuals will be funded through a 
payroll tax credit against employers’ quarterly taxes. The premium tax credit 
is payable to the employer maintaining the group health plan, or to the plan 
itself for multi-employer plans.  
  
We are seeking additional information on the circumstances in which the tax 
credit is payable to Kaiser Permanente, e.g. when the group health plans are 
small employers with under 20 employees; churches. 
  
Customers should seek advice from their tax accountant, attorney, 
consultant or broker to determine their eligibility for this tax credit.  

Kaiser Permanente is currently reviewing all aspects of ARPA and will 
process COBRA elections consistent with the requirements of this new law.  

 

 

 

 

 



UHC COBRA SUBSIDY (ARPA): 

COBRA SUBSIDY - RESCUE ACT 

On March 11, 2021, the American Rescue Plan Act of 2021 (ARPA) was signed by President Biden and includes a provision 
for a COBRA continuation coverage premium subsidy of 100%  for individuals and families who experienced involuntary job 
loss or a reduction in hours of work leading to a loss in coverage. 

This subsidy will be available for assistance eligible individuals (AEIs), as defined under the Act. 
 
COBRA participants must meet the below criteria in order to be an assistance eligible individual (AEI): 

 Coverage was lost due to involuntary job loss or a reduction in hours of work. 

1. The COBRA participant is still within the COBRA eligibility period as of April 1, 2021 or elected COBRA and 
discontinued it prior to April 1, 2021. 

2. Eligible COBRA participants who do not have an election in place will have the opportunity to elect coverage 
during an Extended Election Period and will be able to take advantage of the subsidy effective April 1, 2021.  This 
will be referred to as the "lookback period" in determining member eligibility. 

3. COBRA elected under the APRA will start April 1, 2021 and may go through September 30, 2021.  

4. The APRA will not extend the normal 18-month period of COBRA continuation coverage in the case of job loss or a 
reduction in hours. 

5. Eligible COBRA participants who have an election in place as of April 1, 2021 will be able to take advantage of the 
subsidy effective April 1, 2021. 

6. Eligible COBRA participants who become eligible for COBRA continuation coverage on or after April 1, 2021 will 
be eligible for the subsidy while it is in effect. 

We continue to navigate the requirements and impact to COBRA eligible members and will provide updates as they are 
available. 

 
Pg. 47 - Who can apply for assistance? New 3/17/2021 

The subsidy applies to an “assistance eligible individual,” which may include an employee and their dependents who had 
elected or will elect COBRA. 

 
Pg. 47 - What amount is covered and who pays for the premium? New 3/17/2021 

The 100% subsidy covers the COBRA premium including the 2% administrative fee that health plans are permitted to charge 
for COBRA. 

For COBRA, the premium is advanced by the employer for fully insured or self-funded groups of 20 or more 
employees.  The eligible individual does not pay the COBRA premium.  For state continuation of coverage laws for groups 1 
to 19, the insurer handles the premium. This is sometimes called mini COBRA.  

In both cases, either the employer for large group or the insurer for small groups 1 to 19 would then be reimbursed by the 
government for the premium through a refundable tax credit against the Medicare hospital insurance tax. 



 
Pg. 47 - How does the tax credit work for insured or self-funded plans or multiemployer plans? New 3/17/2021 

The American Rescue Plan specifically states that the employer is the entity that claims the tax credit for both insured and 
self-funded coverage where the employer’s group health plan is subject to COBRA under the Code, ERISA, or the 
PHSA.  This is similar to the ARRA COBRA subsidy provisions were implemented from 2009. 

 For an insured or self-funded plan, the employer applies for the tax credit. 

 For a multiemployer plan, the plan applies for the tax credit. 

 For state continuation of coverage, the insurer would cover the premium and apply for the tax credit. 

 
In other words, what Congress states is that if the plan is fully insured and subject to federal COBRA (via ERISA, the Code, 
or the PHSA), then the employer pays the premium and gets the tax credit.  But, if the plan is fully insured not subject to 
federal COBRA, but subject to another COBRA provision (e.g., state COBRA), then the insurer gets the tax credit. For self-
funded plans the employer pays the premium and gets the credit. 

 
Pg. 48 - For what time period are the subsidies covered at 100%? New 3/17/2021 

The subsidy will begin for coverage periods beginning on April 1, 2021 and ending on September 30, 2021. The subsidy 
would end sooner if the qualified beneficiary’s maximum COBRA coverage period ends or if the individual is eligible for 
another group health plan or Medicare. 

 
Pg. 48 - How would subsidies work if the individual was terminated or their hours resulted in loss of health benefits 
prior to April 1, 2021? New 3/17/2021 

The Act also provides additional enrollment options for individuals who already had an involuntary termination of 
employment or reduction in hours within the last 18 months and did not timely elect COBRA or dropped COBRA. These 
individuals have a new 60-day election period following the date that they receive a new required COBRA notice. 

Additionally, employers are permitted but not required to allow assistance-eligible individuals to change elections to other 
plan options that have the same or lower cost premiums. 

 
Pg. 48 - Are new notices or other communications required to be sent to eligible individuals? New 3/17/2021 

Employers are required to update COBRA notices sent to assistance eligible individuals to describe the subsidy and to issue 
extended COBRA election notices within 60 days of the date of applicability. 

Failure to update and send a new COBRA notice to an eligible individual would be treated as a failure of the COBRA notice 
requirements. Employers also must provide a notice of expiration before the premium subsidy expires. 

 
The legislation describes content for these notices and the Secretary of Labor has been directed to publish Model Notices. 

 

 


