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To: ALL COUNTY WELFARE DIRECTORS   Letter No:  09-30 
  ALL COUNTY ADMINISTRATIVE OFFICERS 

ALL COUNTY MEDI-CAL PROGRAM SPECIALISTS/LIAISONS 
ALL COUNTY HEALTH EXECUTIVES 
ALL COUNTY MENTAL HEALTH DIRECTORS 
ALL COUNTY PICKLE COORDINATORS 

SUBJECT: PREMIUM ASSISTANCE FOR COBRA CONTINUATION COVERAGE 
FOR UNEMPLOYED WORKERS AND COBRA PREMIUM REDUCTION 
EXEMPTION 

Title III, Sections 3000 -3001, of the American Recovery and Reinvestment Act (ARRA) 
of 2009 provides for Consolidated Omnibus Budget Reconciliation Act (COBRA) 
continuation coverage premium reduction for qualified individuals and their families for 
periods of coverage beginning on or after February 17, 2009.  A premium assistance 
subsidy is paid in the form of a tax credit and/or payments to the group health plan, 
employer or other entity that pays the COBRA premium. 

About COBRA Premium Assistance: 

The entity, group health plan or employer pays the COBRA premium and is reimbursed 
for 65 percent of the premium from the federal government as a tax credit or payment 
only if the individual pays the remaining 35 percent of his/her premium to the group 
health plan or employer.  Qualified individuals, thereby, get a 65 percent premium 
reduction in their COBRA premiums that will also be exempt for Medi-Cal purposes. 

To Qualify for the COBRA Premium Assistance Reduction: 

Regular:  To qualify for the premium reduction, the individuals must have been 
involuntarily terminated from covered employment between September 1, 2008 and  

Medi-Cal Eligibility Division, MS 4607, P.O. Box 997417, Sacramento, CA 95899-7417 
(916) 552-9430    FAX (916) 552-9478 
Internet Address:  www.dhcs.ca.gov

http://www.dhcs.ca.gov/


All County Welfare Directors Letter No.:  09-30 
Page 2  
June 18, 2009 

December 31, 2009, must elect COBRA coverage, and be eligible for COBRA 
continuation coverage at any time between September 1, 2008 and  
December 31, 2009.  There is no premium reduction for those who are eligible for other 
group health coverage (such as a spouse’s plan) or Medicare. 

Second Chance:  Individuals who were involuntarily terminated after  
September 1, 2008, but prior to February 17, 2009, who did not elect COBRA, or who 
did elect it but are no longer enrolled, will receive a notice from the plan or employer to 
inform them that they have a second chance to elect COBRA continuation coverage 
and will be able to receive the premium assistance if they otherwise qualify.  Individuals 
denied eligibility for COBRA premium reduction will have the opportunity for expedited 
review by the United States Department of Labor with a decision in 15 business days. 

Premium Assistance Reduction Period:

There is no premium reduction for premiums paid for periods of coverage prior to 
February 17, 2009.  A period of coverage is a month or shorter period for which the plan 
charges a COBRA premium.  The premium assistance starts on March 1, 2009, for 
plans that charge for COBRA coverage on a calendar month basis.  The premium 
assistance for an individual ends 1) upon eligibility for other group coverage,  2) upon 
becoming eligible for Medicare, 3) after 9 months of the assistance, or 4) when the 
maximum period of COBRA coverage ends, whichever occurs first.

Medi-Cal Premium Assistance Reduction Exemption:

Section 3001(a) (6) of the ARRA states that the premium reduction shall not be 
considered as “income or resources in determining eligibility for assistance or benefits 
provided under any other public benefit provided under Federal law or the law of any 
state or political subdivision”.  Therefore, under ARRA, the 65 percent premium 
reduction shall be considered exempt income and property.   

Premium Assistance Reduction Reimbursement: 

Some individuals may have paid COBRA premiums after February 17, 2009, but before 
they are found eligible for the assistance reduction, and thus may be directly reimbursed 
for the overpaid premiums.  When an individual is reimbursed under ARRA for COBRA 
payments that he or she made (i.e., up to 65 percent of the premium), the amount of the 
reimbursement is exempt as income and property.  (See examples below.) 
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Medi-Cal Income Calculation: 

The COBRA premium reduction exemption is separate from the other health insurance 
premium deduction since the Medi-Cal beneficiary is not actually paying the amount of 
the reduction (see example below).  The COBRA premium reduction exemption 
prevents an adverse impact to the individual’s Medi-Cal eligibility as a result of a 
reduced other health coverage (OHC) premium deduction.   

COBRA Premium Assistance Reduction Exemption Examples (shown here 
without regard to any other exemptions or deductions): 

Previous Medically Needy Income 
Calculation for One Person 

New Medically Needy Income 
Calculation for One Person 

$1000.00 Gross Nonexempt Income $1000.00 Gross Income 
-   65.00 COBRA Reduction Exemption    

= $935 Gross Nonexempt Income 
-  $100.00 OHC Deduction  

(COBRA Premium) 
- $35.00 OHC Deduction  

(COBRA Premium) 
= $900.00 Net Nonexempt Income = $900.00 Net Nonexempt Income 
-  $600.00 Maintenance Need Level   - $600.00 Maintenance Need Level 

$300.00 Share of Cost        $300.00 Share of Cost* 

*Without the COBRA Premium Assistance Reduction Exemption, this individual’s Share 
of Cost would be $365. 

Previous Aged and Disabled Federal 
Poverty Level Program Income 

Calculation for One Person 

New Aged and Disabled Federal 
Poverty Level Program Income 

Calculation for One Person 
$1200.00 Gross Nonexempt Income $1200.00 Gross Income 

-   65.00 COBRA Reduction Exemption    
= $1135 Gross Nonexempt Income 

-  $100.00 OHC Deduction -  $35.00 OHC Deduction 
= $1100.00 Net Nonexempt Income = $1100.00 Net Nonexempt Income 

-  $1133.00 Income Limit   - $1133.00 Income Limit 
Eligible        Eligible* 

*Without the COBRA Premium Assistance Reduction Exemption, this individual would 
have net nonexempt income of $1165 and would be ineligible for the A&D FPL program 
and would have a $565 Share Of Cost under the Medically Needy program instead. 
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Verification: 

The Medi-Cal applicant/beneficiary, spouse or representative will need to provide 
verification of the beginning date of the premium assistance and the amount of 
assistance for which they are eligible. 

Notification: 

Plan administrators and employers must notify individuals of their right to apply for the 
COBRA premium assistance reduction.  Information is also being provided to individuals 
by the Employment Development Department and the Internal Revenue Services (see 
enclosures). 

The Department of Health Care Services (DHCS) will provide an outreach notice that 
counties can provide to individuals who have lost their jobs and who may be eligible for 
COBRA continuation coverage and the premium reduction.  This notice will be 
developed in coordination with Managed Risk Medical Insurance Board (MRMIB) and 
Employment Development Department and will be provided by DHCS through an All 
County Welfare Directors Letter as soon as possible.   

Medi-Cal Health Insurance Premium Payment (HIPP) Program: 

In addition to the COBRA premium assistance, some Medi-Cal individuals may be 
eligible to have their COBRA premiums paid in full by the Medi-Cal HIPP program.  To 
be eligible for the HIPP program, a Medi-Cal beneficiary must have a high-cost medical 
condition; not be enrolled in a Managed Care Plan, County Medical Services Program 
or Medicare and must have a current health coverage policy, a COBRA continuation 
policy, a COBRA conversion policy or coverage through another source.  Insurance 
coverage through the Major Risk Medical Insurance Program administered by the 
MRMIB, or Guaranteed Issue Program regulated by the Department of Managed Health 
Care and the California Department of Insurance are not eligible for premium assistance 
through the HIPP program.  For more information, individuals may call the HIPP 
program at (866) 298-8443. 

Also, uninsured children of unemployed workers who have lost their jobs are potentially 
eligible for coverage through the Healthy Families Program administered by MRMIB, if   
they meet the income and eligibility requirements.  Those families can get more 
information at 1-800-880-5305 or at www.healthyfamilies.ca.gov. 
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Additional Information: 

For additional information about, or to apply for the COBRA continuation coverage and 
premium assistance, individuals may call the Employee Benefits Security Administration 
at (866) 444-3272 or go to the Department of Labor’s Web site at www.dol.gov/COBRA. 
There are also two fact sheets enclosed with this letter, one from the Department of 
Labor and the other from the Internal Revenue Services for your additional information. 

If you have any questions regarding the COBRA premium reduction, please contact  
Mr. Craig Yagi at (916) 445-4062, Mr. Harold Higgins at (916) 552-9522 or  
Ms. Tammy Kaylor at (916) 552-9496. 

Original Signed by 

Vivian Auble, Chief 
Medi-Cal Eligibility Division 
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