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54.4980B–7 Duration of COBRA continuation
coverage.

Q–1: How long must COBRA continuation
coverage be made available to a qualified
beneficiary?

Q–2: When may a plan terminate a quali-
fied beneficiary’s COBRA continuation cov-
erage due to coverage under another group
health plan?

Q–3: When may a plan terminate a quali-
fied beneficiary’s COBRA continuation cov-
erage due to the qualified beneficiary’s enti-
tlement to Medicare benefits?

Q–4: [Reserved]
Q–5: How does a qualified beneficiary be-

come entitled to a disability extension?
Q–6: Under what circumstances can the

maximum coverage period be expanded?
Q–7: If health coverage is provided to a

qualified beneficiary after a qualifying event
without regard to COBRA continuation cov-
erage (for example, as a result of state or
local law, the Uniformed Services Employ-
ment and Reemployment Rights Act of 1994
(38 U.S.C. 4315), industry practice, a collec-
tive bargaining agreement, severance agree-
ment, or plan procedure), will such alter-
native coverage extend the maximum cov-
erage period?

Q–8: Must a qualified beneficiary be given
the right to enroll in a conversion health
plan at the end of the maximum coverage pe-
riod for COBRA continuation coverage?
54.4980B–8 Paying for COBRA continuation

coverage.
Q–1: Can a group health plan require pay-

ment for COBRA continuation coverage?
Q–2: When is the applicable premium deter-

mined and when can a group health plan in-
crease the amount it requires to be paid for
COBRA continuation coverage?

Q–3: Must a plan allow payment for COBRA
continuation coverage to be made in month-
ly installments?

Q–4: Is a plan required to allow a qualified
beneficiary to choose to have the first pay-
ment for COBRA continuation coverage ap-
plied prospectively only?

Q–5: What is timely payment for COBRA
continuation coverage?

[T.D. 8812, 64 FR 5173, Feb. 3, 1999]

§ 54.4980B–1 COBRA in general.
The COBRA continuation coverage

requirements are described in general
in the following questions-and-answers:

Q–1: What are the health care con-
tinuation coverage requirements con-
tained in section 4980B of the Internal
Revenue Code and in ERISA?

A–1: (a) Section 4980B provides gen-
erally that a group health plan must
offer each qualified beneficiary who
would otherwise lose coverage under

the plan as a result of a qualifying
event an opportunity to elect, within
the election period, continuation cov-
erage under the plan. The continuation
coverage requirements were added to
section 162 by the Consolidated Omni-
bus Budget Reconciliation Act of 1985
(COBRA), Public Law 99–272 (100 Stat.
222), and moved to section 4980B by the
Technical and Miscellaneous Revenue
Act of 1988, Public Law 100–647 (102
Stat. 3342). Continuation coverage re-
quired under section 4980B is referred
to in §§ 54.4980B–1 through 54.4980B–8 as
COBRA continuation coverage.

(b) COBRA also added parallel con-
tinuation coverage requirements to
Part 6 of Subtitle B of Title I of the
Employee Retirement Income Security
Act of 1974 (ERISA) (29 U.S.C. 1161–
1168), which is administered by the U.S.
Department of Labor. If a plan does not
comply with the COBRA continuation
coverage requirements, the Internal
Revenue Code imposes an excise tax on
the employer maintaining the plan (or
on the plan itself), whereas ERISA
gives certain parties—including quali-
fied beneficiaries who are participants
or beneficiaries within the meaning of
Title I of ERISA, as well as the Depart-
ment of Labor—the right to file a law-
suit to redress the noncompliance. The
rules in §§ 54.4980B–1 through 54.4980B–8
apply for purposes of section 4980B and
generally also for purposes of the
COBRA continuation coverage require-
ments in Title I of ERISA. However,
certain provisions of the COBRA con-
tinuation coverage requirements (such
as the definitions of group health plan,
employee, and employer) are not iden-
tical in the Internal Revenue Code and
Title I of ERISA. In those cases in
which the statutory language is not
identical, the rules in §§ 54.4980B–1
through 54.4980B–8 nonetheless apply to
the COBRA continuation coverage re-
quirements of Title I of ERISA, except
to the extent those rules are incon-
sistent with the statutory language of
Title I of ERISA.

(c) A group health plan that is sub-
ject to section 4980B (or the parallel
provisions under ERISA) is referred to
as being subject to COBRA. (See Q&A–
4 of § 54.4980B–2). A qualified bene-
ficiary can be required to pay for
COBRA continuation coverage. The
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term qualified beneficiary is defined in
Q&A–1 of § 54.4980B–3. The term quali-
fying event is defined in Q&A–1 of
§ 54.4980B–4. COBRA continuation cov-
erage is described in § 54.4980B–5. The
election procedures are described in
§ 54.4980B–6. Duration of COBRA con-
tinuation coverage is addressed in
§ 54.4980B–7, and payment for COBRA
continuation coverage is addressed in
§ 54.4980B–8. Unless the context indi-
cates otherwise, any reference in
§§ 54.4980B–1 through 54.4980B–8 to
COBRA refers to section 4980B (as
amended) and to the parallel provisions
of ERISA.

Q–2: What is the effective date of
§§ 54.4980B–1 through 54.4980B–8?

A–2: Sections 54.4980B–1 through
54.4980B–8 apply with respect to quali-
fying events occurring in plan years be-
ginning on or after January 1, 2000. For
purposes of section 4980B, with respect
to qualifying events that occur in plan
years beginning before that date, and
with respect to qualifying events that
occur in plan years beginning on or
after that date for topics relating to
the COBRA continuation coverage re-
quirements of section 4980B that are
not addressed in §§ 54.4980B–1 through
54.4980B–8 (such as methods for calcu-
lating the applicable premium), plans
and employers must operate in good
faith compliance with a reasonable in-
terpretation of the statutory require-
ments in section 4980B.

[T.D. 8812, 64 FR 5173, Feb 3, 1999; 64 FR 14382,
Mar. 25, 1999]

§ 54.4980B–2 Plans that must comply.
The following questions-and-answers

apply in determining which plans must
comply with the COBRA continuation
coverage requirements:

Q–1: For purposes of section 4980B,
what is a group health plan?

A–1: (a) For purposes of section 4980B,
a group health plan is a plan main-
tained by an employer or employee or-
ganization to provide health care to in-
dividuals who have an employment-re-
lated connection to the employer or
employee organization or to their fam-
ilies. Individuals who have an employ-
ment-related connection to the em-
ployer or employee organization con-
sist of employees, former employees,
the employer, and others associated or

formerly associated with the employer
or employee organization in a business
relationship (including members of a
union who are not currently employ-
ees). Health care is provided under a
plan whether provided directly or
through insurance, reimbursement, or
otherwise, and whether or not provided
through an on-site facility (except as
set forth in paragraph (d) of this Q&A–
1), or through a cafeteria plan (as de-
fined in section 125) or other flexible
benefit arrangement. For purposes of
this Q&A–1, insurance includes not
only group insurance policies but also
one or more individual insurance poli-
cies in any arrangement that involves
the provision of health care to two or
more employees. A plan maintained by
an employer or employee organization
is any plan of, or contributed to (di-
rectly or indirectly) by, an employer or
employee organization. Thus, a group
health plan is maintained by an em-
ployer or employee organization even
if the employer or employee organiza-
tion does not contribute to it if cov-
erage under the plan would not be
available at the same cost to an indi-
vidual but for the individual’s employ-
ment-related connection to the em-
ployer or employee organization. These
rules are further explained in para-
graphs (b) through (d) of this Q&A–1.
An exception for qualified long-term
care services is set forth in paragraph
(e) of this Q&A–1, and for medical sav-
ings accounts in paragraph (f) of this
Q&A–1.

(b) For purposes of §§ 54.4980B–1
through 54.4980B–8, health care has the
same meaning as medical care under
section 213(d). Thus, health care gen-
erally includes the diagnosis, cure,
mitigation, treatment, or prevention of
disease, and any other undertaking for
the purpose of affecting any structure
or function of the body. Health care
also includes transportation primarily
for and essential to health care as de-
scribed in the preceding sentence. How-
ever, health care does not include any-
thing that is merely beneficial to the
general health of an individual, such as
a vacation. Thus, if an employer or em-
ployee organization maintains a pro-
gram that furthers general good
health, but the program does not relate
to the relief or alleviation of health or
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