
COBRA Cheat Sheet
COBRA stands for the Consolidated Omnibus 
Budget Reconciliation Act of 1985. This federal 
law requires employers that sponsor group health 
plans to offer certain individuals, who would 
otherwise lose their group health plan coverage as 
D�UHVXOW�RI�D�VSHFL¿F�HYHQW��VXFK�DV�HPSOR\PHQW�
termination or certain changes in family status), 
the opportunity to continue group health plan 
coverage for a limited period of time at applicable 
group rates.

For COBRA purposes, a group health plan is any 
plan maintained by an employer to provide health 
FDUH� EHQH¿WV� WR� HPSOR\HHV�� IRUPHU� HPSOR\HHV��
spouses or dependents. The types of plans subject 
to COBRA include:

�� Medical, dental, and vision

�� Prescription drug plans

�� Health FSAs, HRAs, and executive 
reimbursement plans

�� Note: There are special rules for 
these types of plans that are outside 
the scope of this Cheat Sheet. Before 
taking any action related to these 
plans and COBRA, you must seek 
out more information. 

�� Certain EAPs, wellness programs, cancer 
policies, and employer-sponsored drug and 
alcohol treatment programs and health clinics 
�GHSHQGLQJ�RQ�WKH�W\SH�RI�EHQH¿WV�RIIHUHG�

COBRA does not apply to health savings accounts 
�+6$V��� ORQJ�WHUP� FDUH� SROLFLHV�� OLIH� LQVXUDQFH��
disability insurance, or other types of ancillary 
insurance that are not group health plans.

Generally, an employer is subject to COBRA if the 
employer offers a group health plan. There are a 
few exceptions: 

1. Small employers with fewer than 20 
employees

�� Fewer than 20 employees on 50 percent 
or more of the typical working days in 
the preceding calendar year

�� Employees includes all full-
time and part-time common-law 
employees. Part time employees 
are counted as a fraction of an 
employee, equal to the number 
of hours a part-time employee 
works divided by the number of 
hours required to qualify as full 
time.

�� Many states have adopted laws similar to 
COBRA that provide continuation coverage 
to the employees of small employers. 
Please review the laws of your state for 
more information. 

2. &KXUFK�SODQV��DV�GH¿QHG�LQ�,QWHUQDO�5HYHQXH�
&RGH������H�

3. Federal government plans

Controlled Groups

Two or more employers that meet certain common 
ownership levels are deemed to be members of 
a controlled group. All of the employers within 
a controlled group shall be treated as a single 
employer and the number of employees of 
each employer will be combined for purposes of 
determining if the company is subject to COBRA.

Note: A U.S. subsidiary of a foreign corporation 
with fewer than 20 employees is subject to COBRA 
if the controlled group has 20 or more employees 
worldwide.

Qualifying Events

A qualifying event occurs when one of the events 
listed below causes a loss of coverage under the 
terms of the group health plan.

For the employee, spouse, and dependents:

�� Voluntary or involuntary termination of 
HPSOR\HH� �H[FHSW� IRU� ³JURVV� PLVFRQGXFW�´�
ZKLFK�LV�XQGH¿QHG�LQ�WKH�UHJXODWLRQV�

�� A reduction in hours of employment that 
UHVXOWV�LQ�WKH�ORVV�RI�EHQH¿WV�RU�DQ�LQFUHDVH�
in premiums or contribution

For spouse and dependents only:

�� Divorce or legal separation from employee

�� Loss of dependent child status

�� Death of covered employee/retiree

�� Employee entitlement to Medicare

Note: An employee’s entitlement to Medicare is 
rarely a qualifying event because the Medicare 
6HFRQGDU\�3D\HU� �063�� UXOHV� JHQHUDOO\� �EXW� QRW�
always) prohibit an employer from terminating 
an active employee’s coverage due to Medicare 
entitlement. When there is no loss of coverage, a 
qualifying event has not occurred.

COBRA in General

Employers Subject to COBRA

Under COBRA, TXDOL¿HG� EHQH¿FLDULHV have 
special rights that are not available otherwise. 
7R� EH� D� TXDOL¿HG� EHQH¿FLDU\�� DQ� LQGLYLGXDO� PXVW�
be covered under the plan the day before the 
qualifying event occurs and be one of the following:

�� The covered employee
�� The covered spouse
�� A covered dependent
�� A child born to, or placed for adoption with, 

the covered employee during a period of 
COBRA coverage

&XUUHQWO\�� GRPHVWLF� SDUWQHUV� FDQQRW� EH� TXDOL¿HG�
EHQH¿FLDULHV� GXH� WR� D� IHGHUDO� ODZ� NQRZQ� DV� WKH�
Defense of Marriage Act. 

Covered employees are:

�� Any employee or former employee covered 
under the group health plan

�� Agents and independent contractors 
covered by the group health plan

�� Corporate directors covered by the group 
health plan

�� $Q\�FRYHUHG�HPSOR\HHV�GH¿QHG�E\�VHFWLRQ�
����F�������VHOI�HPSOR\HG�

4XDOL¿HG�EHQH¿FLDULHV�PXVW�EH� WUHDWHG� WKH�VDPH�
DV� ³VLPLODUO\� VLWXDWHG� QRQ�&2%5$� EHQH¿FLDULHV�´�
7KLV� PHDQV� WKDW� TXDOL¿HG� EHQH¿FLDULHV� KDYH� DOO�
the same rights as active employees within the 
same employee class and/or category. Therefore, 
TXDOL¿HG� EHQH¿FLDULHV� FDQ� DGG� IDPLO\� PHPEHUV�
during a plan’s open enrollment period or when 
+,3$$� VSHFLDO� HQUROOPHQW� ULJKWV� DSSO\�� $Q\�
individuals added by these methods are covered 
XQGHU�&2%5$�EXW� DUH�QRW� TXDOL¿HG�EHQH¿FLDULHV�
DQG� GR� QRW� KDYH� VHSDUDWH� HOHFWLRQ� ULJKWV�� ,I� WKH�
TXDOL¿HG� EHQH¿FLDU\� WKDW� FKRVH� WR� FRYHU� WKHVH�
individuals later loses COBRA coverage, the 
coverage for these individuals also ends.

Qualified Beneficiaries

COBRA Continuation Coverage

COBRA coverage must be identical to the 
FRYHUDJH� WKDW� LV� DYDLODEOH� WR� ³VLPLODUO\� VLWXDWHG�
EHQH¿FLDULHV´��HPSOR\HHV�LQ�WKH�VDPH�FODVV�DQG�
or category) under the plan that provided coverage 
WR� WKH� TXDOL¿HG� EHQH¿FLDU\�� 7KLV� LV� W\SLFDOO\� WKH�
VDPH� FRYHUDJH� WKH� TXDOL¿HG� EHQH¿FLDU\� KDG� WKH�
day before the qualifying event. This coverage 
cannot be reduced in any way or require proof of 
insurability. 

4XDOL¿HG� EHQH¿FLDULHV� PXVW� EH� JLYHQ� DOO� RI� WKH�
same open enrollment rights and options that are 
given to active employees. Any open enrollment 
materials that are provided to active employees 
PXVW�DOVR�EH�SURYLGHG�WR�TXDOL¿HG�EHQH¿FLDULHV�

,I� DQ� HPSOR\HU� PRGL¿HV� FRYHUDJH� IRU� DFWLYH�
HPSOR\HHV�� WKH� VDPH�PRGL¿FDWLRQV� DSSO\� WR� WKH�
corresponding COBRA continuation coverage 
�H�J���WKH�HPSOR\HU�FKDQJHV�LQVXUDQFH�FDUULHUV�RU�
changes from an HMO to a PPO).

Plans Subject to COBRA

About this Cheat Sheet

We designed this Cheat Sheet to be an easy-to-use reference tool for the most important aspects of 
COBRA. The rules and regulations governing COBRA continuation coverage are extensive and this Cheat 
6KHHW�GRHV�QRW�FRQWDLQ�DOO�RI�WKH�LQIRUPDWLRQ�DERXW�DQ\�SDUW�RI�&2%5$�ODZ��,W¶V�VLPSO\�D�KDQG\�WRRO�ZKHQ�
you need a quick reminder or a starting point for deeper learning.

������&21(;,6�%HQH¿WV�$GPLQLVWUDWRUV��/�3��$OO�5LJKWV�5HVHUYHG��&21(;,6�LV�D�:RUG�	�%URZQ�&RPSDQ\�



Duration of Coverage

Generally, the maximum coverage period �WKH�
period of time that COBRA continuation coverage 
is available) is 18 months for employee qualifying 
HYHQWV� �WHUPLQDWLRQ� DQG� UHGXFWLRQ� RI� KRXUV�� DQG�
36 months for spouse and dependent qualifying 
events. Federal COBRA also includes an 
11-month disability extension for individuals that 
meet certain requirements. Coverage may also 
be extended through the multiple qualifying event 
UXOH�� WKH� )DPLO\�0HGLFDO� /HDYH�$FW� �)0/$��� DQG�
state insurance laws.

Multiple Qualifying Events
,I� DQ� RULJLQDO� TXDOLI\LQJ� HYHQW� LV� D� WHUPLQDWLRQ� RU�
reduction of hours and is followed by a second 
qualifying event within the initial 18-month 
coverage period, the maximum coverage period for 
the affected spouse and dependents is 36 months, 
measured from the same starting date of the 
18-month coverage period. The second qualifying 
event must be the death of the covered employee, 
the divorce or legal separation of the covered 
employee, or the loss of dependent child status. 
This rule only applies if the second qualifying event 
would have caused a loss of coverage under the 
WHUPV�RI�WKH�SODQ�LI�WKLV�HYHQW�KDG�RFFXUUHG�¿UVW�

Electing COBRA Coverage

Rate Increases

Required Notices

Paying for COBRA Coverage

Early Termination of COBRA

4XDOL¿HG� EHQH¿FLDULHV� KDYH� separate election 
rights��PHDQLQJ�WKDW�FRYHUDJH�FRQ¿JXUDWLRQV�FDQ�
EH�FXVWRPL]HG�EHFDXVH�HDFK�TXDOL¿HG�EHQH¿FLDU\�
must be treated the same as an active employee 
from the same class and/or category.        more ...

5DWH� LQFUHDVHV� PD\� EH� SDVVHG� RQ� WR� TXDOL¿HG�
EHQH¿FLDULHV��EXW�SUHPLXP�DPRXQWV�PXVW�EH�¿[HG�
for each 12-month rate determination period, 
which is set at the plan level and applies to all 
TXDOL¿HG� EHQH¿FLDULHV�� UHJDUGOHVV� RI� ZKHQ� WKHLU�
VSHFL¿F� FRYHUDJH� SHULRG� EHJLQV�� 7KH� DPRXQW�
charged may only be increased during the 
12-month rate determination period under the 
following circumstances:

1. ,QFUHDVLQJ� WKH� UDWH� IURP� ���� SHUFHQW� WR�
150 percent during an 11-month disability 
extension period

2. ,I� WKH� SODQ� ZDV� FKDUJLQJ� OHVV� WKDQ� WKH�
maximum rate permitted, an adjustment 
can be made to bring the rate to the 102 
percent or 150 percent maximum allowed 
rate

3. ,I� WKH� TXDOL¿HG� EHQH¿FLDU\� LQLWLDWHV� D�
permissible change in coverage which 
UHVXOWV� LQ�PRUH�H[SHQVLYH�FRYHUDJH��H�J���
adding a spouse or child)

8QGHU� &2%5$�� HPSOR\HUV� �RU� WKH� HPSOR\HU¶V�
designated plan administrator) are required 
to provide notices to certain individuals when 
VSHFL¿HG�HYHQWV�RFFXU�

General Notice 
)RUPHUO\�NQRZQ�DV�WKH�,QLWLDO�1RWLFH��WKH�*HQHUDO�
Notice informs covered individuals of their 
continuation rights under COBRA upon the future 
RFFXUUHQFH�RI�D�TXDOLI\LQJ�HYHQW��'2/�UHJXODWLRQV�
VSHFLI\� D� ���GD\� QRWL¿FDWLRQ� WLPH� IUDPH��� 7KLV�
QRWLFH� PXVW� EH� VHQW� ZKHQ� WKH� HPSOR\HU� ¿UVW�
becomes subject to COBRA, when a new 
HPSOR\HH��DQG�VSRXVH�� LI�DQ\��EHFRPHV�FRYHUHG�
under the plan, or when an employee adds spouse 
to plan upon marriage or open enrollment. The 
General Notice includes basic information about 
COBRA and informs the employee and spouse 
of responsibility to notify employer when certain 
events occur.

Election Notice
7KH� (OHFWLRQ� 1RWLFH� LV� JLYHQ� WR� TXDOL¿HG�
EHQH¿FLDULHV�XSRQ� WKH�RFFXUUHQFH�RI�D�TXDOLI\LQJ�
event and includes information about the 
type of qualifying event, the date of qualifying 
event, the loss of coverage date, the election 
SHULRG� H[SLUDWLRQ� GDWH�� WKH� W\SH�V�� RI� FRYHUDJH�
available, the premium amounts and due dates, 
an explanation of separate election rights, the 
length of the continuation coverage period, the 
reasons why coverage may be terminated, and 
the name, address, and phone number of the plan 
administrator. This notice must be provided within 
���GD\V�RI�WKH�TXDOLI\LQJ�HYHQW��,I�WKH�HPSOR\HU�DQG�
plan administrator are not the same, the employer 
has 30 days to notify the plan administrator that 
a qualifying event has occurred and the plan 
administrator then has 14 days in which to provide 
the Election Notice.

Notice of Early Termination
:KHQHYHU� D� TXDOL¿HG� EHQH¿FLDU\� ORVHV� &2%5$�
continuation coverage for any reason other than 
reaching the end of the maximum coverage period 
���� RU� ��� PRQWKV�� GHSHQGLQJ� RQ� WKH� TXDOLI\LQJ�
event), the plan must provide a notice that 
LGHQWL¿HV�WKH�GDWH�RI�FRYHUDJH�WHUPLQDWLRQ�DQG�WKH�
reason for the loss of coverage.

1RWLFH�RI�8QDYDLODELOLW\
,I� D� SODQ� DGPLQLVWUDWRU� UHFHLYHV� QRWLFH� WKDW� D�
TXDOLI\LQJ� HYHQW� KDV� RFFXUUHG� �RU� QRWLFH� RI� D�
second qualifying event) or a notice of disability 
and determines that the individual described in 
WKH�QRWLFH� LV�QRW�HQWLWOHG� WR�&2%5$�FRYHUDJH��RU�
to an extension of the maximum COBRA coverage 
period), then the administrator must provide a 
Notice of Unavailability to the individual.

,Q� WKH� DEVHQFH� RI� DQ\� VHYHUDQFH� RU� RWKHU�
DJUHHPHQW� WR� WKH�FRQWUDU\��TXDOL¿HG�EHQH¿FLDULHV�
must pay for COBRA continuation coverage. 
A group health plan may charge 102 percent of 
the applicable premium during standard COBRA 
coverage periods and 150 percent of the applicable 
premium during an 11-month disability period. 

For insured plans, the DSSOLFDEOH� SUHPLXP is 
the cost to maintain the plan for similarly situated 
employees. For self-insured plans, the applicable 
premium is the cost to maintain the plan for 
similarly situated employees as determined by an 
DFWXDU\��RU�VLPLODU�PHWKRGV���

*URXS� KHDOWK� SODQV� PXVW� DOORZ� TXDOL¿HG�
EHQH¿FLDULHV� WR� SD\� IRU� FRYHUDJH� RQ� D� PRQWKO\�
EDVLV��7R�PDLQWDLQ�FRYHUDJH��TXDOL¿HG�EHQH¿FLDULHV�
must make timely payments for all premiums due. 
Timely payments are payments made within 45 
GD\V�DIWHU�WKH�HOHFWLRQ�GDWH��IRU�WKH�¿UVW�SD\PHQW��
DQG� ZLWKLQ� ��� GD\V� DIWHU� WKH� ¿UVW� GD\� RI� HDFK�
VXEVHTXHQW� FRYHUDJH� SHULRG� �RU� WKH� ODWHU� RI� DQ\�
grace period given to the employer by the carrier 
or any grace period allowed similarly situated 
HPSOR\HHV���$�SD\PHQW�LV�³PDGH´�ZKHQ�LW� LV�VHQW�
E\�WKH�TXDOL¿HG�EHQH¿FLDU\�

,QVLJQL¿FDQW�8QGHUSD\PHQWV
Group health plans must accept a short 
SD\PHQW� LI� WKH� SD\PHQW� IDOOV� ZLWKLQ� ³LQVLJQL¿FDQW�
XQGHUSD\PHQW´� JXLGHOLQHV�� 7KHVH� JXLGHOLQHV�
VSHFLI\� WKDW� DQ� XQGHUSD\PHQW� LV� LQVLJQL¿FDQW� LI�
the shortfall is no greater than the lesser of $50 
RU����SHUFHQW�RI�WKH�UHTXLUHG�DPRXQW��,QVLJQL¿FDQW�
underpayments give rise to a new 30-day grace 
period that begins upon receipt of payment. The 
amount of the shortfall must be paid within this 30-
day grace period or coverage may be canceled.

COBRA continuation coverage may be terminated 
³HDUO\´� �L�H��� EHIRUH� WKH� HQG� RI� WKH� PD[LPXP�
FRYHUDJH� SHULRG�� LI� D� TXDOL¿HG� EHQH¿FLDU\�
voluntarily requests to end coverage or fails to 
make timely payment. Continuation coverage 
PD\�DOVR�EH� WHUPLQDWHG�HDUO\�ZKHQ� WKH�TXDOL¿HG�
EHQH¿FLDU\�¿UVW�EHFRPHV�FRYHUHG�XQGHU�DQ\�RWKHU�
group health plan, including Medicare entitlement, 
but only if the other plan does not contain any 
pre-existing condition exclusion or limitation that 
FDQ�EH�DSSOLHG� WR� WKH�TXDOL¿HG�EHQH¿FLDU\��1RWH��
Medicare entitlement requires that an individual 
has reached age 65 and has applied for, or is 
UHFHLYLQJ��0HGLFDUH�EHQH¿WV�

COBRA continuation coverage will end early in the 
event that the employer terminates all group health 
plans for all active employees. 

$�6SHFLDO�1RWH�DERXW�2WKHU�&RYHUDJH
$� TXDOL¿HG� EHQH¿FLDU\� FDQ� KDYH� ERWK� &2%5$�
continuation coverage and other group health 
SODQ� FRYHUDJH� �LQFOXGLQJ�0HGLFDUH�� DW� WKH� VDPH�
time, so long as the other coverage was in place 
prior to the election of COBRA coverage. COBRA 
continuation coverage can only be terminated 
ZKHQ� WKH� LQGLYLGXDO�¿UVW�EHFRPHV�FRYHUHG�XQGHU�
another group health plan or Medicare after 
COBRA coverage has already been elected.

Need a large print version? Send an email to marketing@conexis.com. 

&21(;,6� XVHV� UHDVRQDEOH� HIIRUWV� WR� HQVXUH� WKH�
information in this document is accurate as of the date 
of publication. However, information of this nature can 
FKDQJH�DW�DQ\�WLPH��3OHDVH�FRQ¿UP�WKH�DFFXUDF\�RI�VXFK�
LQIRUPDWLRQ�EHIRUH�WDNLQJ�DQ\�DFWLRQ��&21(;,6�GRHV�QRW�
render legal, accounting, or other professional advice. 
,I�\RX�QHHG� OHJDO�DGYLFH��VHHN�WKH�RSLQLRQ�RI�D�TXDOL¿HG�
attorney.

$� TXDOL¿HG� EHQH¿FLDU\� PXVW� EH� JLYHQ� D� ���GD\�
election period, measured from the later of the 
date coverage ends or the date the COBRA 
election notice is sent. An election is valid as long 
as it is made prior to the expiration of the 60-day 
HOHFWLRQ�SHULRG��,I�WKH�HOHFWLRQ�QRWLFH�LV�PDLOHG��WKH�
HOHFWLRQ� LV� ³PDGH´�ZKHQ� WKH�TXDOL¿HG�EHQH¿FLDU\�
sends the notice to the plan administrator.
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Qualified Beneficiary Requirements

4XDOL¿HG�EHQH¿FLDULHV�KDYH����GD\V�WR�QRWLI\�WKH�
plan the administrator whenever there is a loss 
of dependent child status or there is a change 
LQ� PDULWDO� VWDWXV� �L�H��� OHJDO� PDULWDO� VHSDUDWLRQ�
RU� GLYRUFH��� 4XDOL¿HG� EHQH¿FLDULHV� DOVR� KDYH�
60 days to notify the plan administrator of the 
Social Security Administration’s determination of 
GLVDELOLW\� �ZKHUH� DSSOLFDEOH��� ,Q� WKH� HYHQW� WKDW� D�
GLVDEOHG� TXDOL¿HG� EHQH¿FLDU\� LV� ODWHU� GHWHUPLQHG�
WR�QR�ORQJHU�EH�GLVDEOHG��WKH�TXDOL¿HG�EHQH¿FLDU\�
must notify the plan administrator within 30 days of 
the determination. 


