•
•
•
•

The subsidy is realized through employers. Employers, plan sponsors, etc., then offset the COBRA
costs by claiming a credit against Medicare taxes.
Employers may permit individuals to enroll in other health plan options offered by the employer
within 90 days of the notice (rather than the health plan in which the employee was enrolled prior
to the loss of coverage) if that other health plan option is less expensive.
The subsidy is not subject to an income cap and not taxable to the participants.
Any participant who is or becomes eligible for other group health coverage or Medicare is not
eligible for the subsidy. The individual has the obligation to notify the employer if he or she is not
eligible or loses eligibility.

KPMG observation
Employers providing COBRA-related severance need to consider the impact of the subsidy on such
arrangements. In light of the subsidy, it may be that participants will elect COBRA coverage—and this
can naturally lead to additional claims that may affect insurance or stop-loss insurance renewals. Many
employers rely upon a COBRA administrator and will need to coordinate in advance on the required
notices and information necessary to claim the payroll tax credit.
Unanswered questions
There are some unanswered or open questions for which guidance is needed, such as:
•
•
•
•

How does an employer apply for the credit (specific forms, etc.)?
How do second qualifying events affect the subsidy?
Are such subsidies considered parachute payments for purposes of section 280G or section 4960?
Will this subsidy be extended as it was during the 2009 recovery efforts?
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