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The American Rescue Plan Act of 2021 requires employers with group health plans to extend offers of
free COBRA continuation coverage (“Free COBRA Coverage”)to certain qualified beneficiaries (i.e.,
covered employees, their spouses and dependents) for the period from April 1, 2021 through
September 30, 2021.

Who s Eligible?

Free COBRA Coverage must be offered to qualified beneficiaries whose loss of group health plan
coverage is due to reduction in hours or an involuntary termination of employment, who are enrolled
(or have a right to enroll) for COBRA coverage on and after April 1, 2021, regardless of the date of the
loss of group health plan coverage.

Free COBRA Coverage will also be available to those who utilized COBRA coverage prior to April 1, 2021,
but whose COBRA coverage had been discontinued before April 1,2021 (regardless of the reason for the
initial loss of group health plan coverage). These qualified beneficiaries can re-start their COBRA
coverage on a going forward basis without cost until the earliest of the expiration of their aggregate
period of coverage (usually 18 months — including the period of coverage prior to April 1), eligibility for
other group health coverage, or September 30, 2021.

In general, Free COBRA Coverage is not available for loss of group health plan coverage due to voluntary
employment terminations or for terminations due to “gross misconduct”.

How Long Will Free Coverage Last?

The free coverage will end on the earliest of (i) the date the individual becomes eligible for other group
health plan coverage (or Medicare), (ii) the date COBRA coverage would normally expire (usually after
18 months of coverage), or (iii) on September 30, 2021.

Requirement to Give Notice

Group health plan administrators must give notice of eligibility for Free COBRA Coverage by May 30,
2021. The US Department of Labor is expectedto issue a model form of notice for this purpose.
Additional notices are required to be given to those who are eligible but fail to elect the free coverage,
prior to the time the period of free coverage would end.

Cost and Tax Credits

There is some confusion concerning the persons responsible for the payment of the premiums for the
“free” coverage. It appears that sponsors of self-insured plans will be responsible for the payment of
premiums, and will receive a tax credit for the amount paid; and that premiums for fully insured plans
will be covered by the insurer, who will likewise receive a tax credit for the premiums paid. However, we
expect the regulations to clarify responsibility for, and tax credits allowed for subsidizing the premiums.
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We Can Help!

Contact us if we can be of assistance in identifying eligible participants, preparing notices, and
responding to any questions you may have concerning your obligations under the new law.

About RCCB’s Employment Practice

RCCB’s Employment Group understands that human capital isamong our clients’ greatest assets.
We assist our clients with drafting, negotiating, and implementing employment agreements,
stock option plans, phantom equity plans, and other equity compensation plans. We also help
our clients develop strategies to protect their competitive place in the market, including
protecting their confidential information, and implementing non-competes, non-solicits, non-
disclosure agreements, and related restrictive covenants. When it comes time to enforce these
restrictive covenants, we do so rapidly and efficiently drawing on the breadth of our experience
in state and federal courts throughout the region. We defend our clientsin employment-related
litigation matters involving claims of discrimination, harassment, retaliation, and wrongful
discharge, including claims before the Equal Employment Opportunity Commission and state
employmentagencies.

About RCCB

RCCB empowers your ambition. We are attorneys who think and act like entrepreneurs and
business people. We combine sophisticated, cost-effective legal counseling with the type of
sound practical judgment that comes from hands-on business experience. We encourage
entrepreneurial approaches and creative thinking, while maintaining the utmostin integrity and
responsiveness. RCCB understands and deliversthe advice that companies, business executives
and investors, as well asindividuals and theirfamilies,need torealizetheirhopes and goals. From
officesin the Greater Philadelphiaarea and New York, RCCB serves clients throughout the Mid-
Atlantic region and beyond. Additional information about Royer Cooper Cohen Braunfeld is
available at www.rccblaw.com.

Disclaimer

The content of this articleis for educational and general informational purposes only and should not be relied uponfor legal advice.
Information is frequently changing. While we will endeavorto keep this article updated, we assume no legal duty to do soand cannot
guaranteeits completeness or accuracy atany giventime. Before relying on this information for any specific situation, we recommend
that you contactyour RCCBattorney. Interacting with this article andthe RCCB website and their content does not create an attorney-
client relationship, and none will be created unless and untilanengagement letter is signed. Any questions submitted to our website will
not be confidential, and we request that you not send us confidential information unless you establish or already have an attorey-client
relationship with us. This article may be considered advertising under certain jurisdictions. Prior results do not guarantee a similar
outcome.
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