
  

COBRA Overview 
 

What is COBRA? 
 
Congress passed the Consolidated Omnibus Budget Reconciliation Act (COBRA) health benefit 
provisions in 1986. Its purpose is to provide participants who lose medical (including most health 
reimbursement arrangements) and dental benefits due to a qualifying event with access to coverage with 
no medical underwriting.  

Which Employer’s are COBRA Eligible? 
 
Employers with 20 or more employees on more than 50 percent of its typical business days in the 
previous calendar year are subject to COBRA. Both full and part-time employees are counted to 
determine whether a plan is subject to COBRA.  Each part-time employee counts as a fraction on an 
employee, with the fraction equal to the number of hours that the part-time employee worked divided by 
the hours an employee must work to be considered full-time. (This is not the same formula that Medicare 
uses in its 20 employee calculation for Medicare Primary/Secondary) 

Caution for Medicare Eligible Employees 
 
The Medicare eligible individual should be aware that enrolling in COBRA could negatively impact their 
ability to enroll in Medicare in the future, and the Medicare premium may include penalties. Medicare 
only recognizes “group coverage” as being “creditable.” Medicare does not recognize COBRA as 
“group coverage.” 

Employer Requirements 
 

1. COBRA General Notice 
Group health plans must give each employee and each spouse of an employee who becomes covered 
under the plan a general notice describing COBRA rights. The general notice must be provided within the 
first 90 days of coverage.  
 
2. COBRA Qualifying Event Notice 
Before a group health plan must offer continuation coverage, a qualifying event must occur. The group 
health plan is not required to act until it receives an appropriate notice of such a qualifying event. The 
employer is required to notify the plan if the qualifying event is: 

• Termination or reduction in hours of employment of the covered employee 
• Death of the covered employee 
• Covered employee is becoming entitled to Medicare 
• Individual ceases to be a dependent covered by the medical or dental plan 

 
The employer has 30 days after the event occurs to provide notice to the plan. 
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3. COBRA Election Notice 
After receiving a notice of a qualifying event, the plan must provide the qualified beneficiaries with an 
election notice, which describes their rights to continuation coverage and how to make an election. The 
election notice must be provided to the qualified beneficiaries within 14 days after the plan administrator 
receives the notice of a qualifying event. 
 
4. COBRA Notice of Unavailability of Continuation Coverage 
Group health plans may sometimes deny a request for continuation coverage or for an extension of 
continuation coverage, when the plan determines the requester is not entitled to receive it. When a group 
health plan makes the decision to deny a request for continuation coverage from an individual, the plan 
must give the individual a notice of unavailability of continuation coverage. The notice must be provided 
within 14 days after the request is received, and the notice must explain the reason for denying the 
request. 
 
5. COBRA Notice of Early Termination of Continuation Coverage 
Continuation coverage must generally be made available for a maximum period (18, 29, or 36 months 
depending on the qualifying event). The group health plan may terminate continuation coverage early, 
however, for any of a number of specific reasons.  
 
When a group health plan decides to terminate continuation coverage, the plan must give the qualified 
beneficiary a notice of early termination. The notice must be given as soon as practicle after the decision 
is made, and it must describe the date coverage will terminate, the reason for termination, and any rights 
the qualified beneficiary may have under the plan or applicable law to elect alternative group or individual 
coverage, such as a right to convert to an individual policy. 
 

What are the Penalties?  
 
1. ERISA Penalties 
$110 a day for each qualified beneficiary for failing to comply with COBRA notice requirements. 
 
2. IRS 
Penalty taxes of $100 per day for each qualified beneficiary, up to $200 per family per day.  Penalties per 
year capped at the “lesser of” 10 percent of the aggregate amount paid or incurred by the employer (or 
predecessor employer) during the preceding taxable year for group health plans, or $500,000.  
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