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This communication will serve as an employee benefit eligibility guide for employers who are contemplating furloughs or 
layoffs during the COVID-19 pandemic. In this document, we reference both furlough and layoff as a temporary 
separation from payroll, where the individual is still considered an employee and is expected to return to work (see 
question #10 for definitions). Important note: this handout does not discuss employment law considerations and 
employers are encouraged to contact their employment law counsel to discuss these implications. 

1. Is an employer allowed to continue coverage for employees who are on furlough or laid-off? 
Benefit plans normally require employees to be actively working a minimum number of hours in order to be eligible 

for coverage. In response to COVID-19, many insurance and stop loss carriers are temporarily relaxing requirements 

for employees to be actively working. This means you may continue coverage for your employees during a furlough 

or layoff, while they are not actively at work, regardless of whether they are paid or unpaid.  

• Continuation should be applied on a uniform non-discriminatory basis. 

• At the end of this document (question #11), you will find a list of some of the insurers and their guidelines. 

Contact your Account Manager if your insurer is not shown. 

• You should check for each type of benefit you offer (e.g. health, dental, vision, life, disability, Section 125). 

• Absent any extended flexibility, eligibility will be based on normal plan terms (such as actively working a 
minimum number of hours and the Affordable Care Act (ACA) look-back measurement method rules). 

• Normal plan terms are found in plan documents (including insurance carrier and stop loss agreements), as well 
as internal documents such as employee handbooks. Plan terms will outline how long employees may continue 
benefits while on a furlough or laid-off under normal circumstances, or if they are immediately considered 
ineligible. 

• Without insurer and stop loss flexibility/approval, employers who extend coverage outside the terms of the plan 
would have uncovered claims. 
 

2. How are premiums paid while employees are on furlough or laid-off? 
Employers are expected to continue their share of premium contribution and may collect the employee’s share 

using one of the methods listed below. During the furlough or layoff the employer’s share of contribution may be 

temporarily increased (i.e. the employer may elect to pay 100% of the premium to assure continued coverage for 

the workforce), so that the administrative burden of collecting each employee’s share of premium may be eased. If 

employee’s premium is to be collected, payment options are as follows: 

i. Pre-payment: Employers can allow employees to pre-pay premiums. Employees must voluntarily consent to 
the pre-payment, which can be on a pre-tax basis through a salary reduction or on a post-tax basis. 

ii. Pay as you go: Employers can implement a policy where they collect premiums from employees during the 
furlough or layoff period. When employees are not receiving a paycheck, they cannot make pre-tax 
deductions for premiums and they must be made on a post-tax basis. 

iii. Payment upon return: Employers can cover the cost of employees’ share of premiums with the 
understanding that the employees will pay the employer back upon their return. When employees return 
from work, they can pay the amount back on a pre-tax basis if the Section 125 plan document allows this 
option.  

Most, but not all, insurers are allowing a continuation of coverage for employees 
who are furloughed or laid-off during the COVID-19 pandemic, which will provide 
your workforce with needed stability for their health insurance coverage and 
other benefits.   
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3. How are premiums taxed while the employee is on furlough or laid-off? 

Premiums paid by the employer continue to be non-taxable because the individual continues to be an employee.  
The premium paid by the employee will be paid after tax unless pre-paid or paid via catch up upon return (see 
question #2). 
 

4. Must employers continue cash out options (Cafeteria Plan Flex Credits with a cash-out option or Opt-Out 
Arrangements for employees on furlough or laid-off)? 
If the employee is on an unpaid furlough or layoff, most plans cannot continue employer flex credits or opt-out 

payments because the employee is deemed ineligible for the cafeteria plan during the time they are not on payroll. 

Each employer must review their cafeteria plan document for the definition of eligible employee. If the employer is 

continuing the group health plan for furloughed employees, the employer would pay the same amount of premium 

(or greater) as was paid immediately prior to the furlough but would not provide a cash-out payment.  

5. What effect does the Affordable Care Act (ACA) look-back measurement method of determining full-time status 
for benefit eligibility have on our decisions? 
Applicable Large Employers (ALE) who determine health plan eligibility using the look-back measurement method 

need to consider that employees who measured full-time in a look-back measurement period will be considered full 

time for their entire stability period, even if they have a reduction in hours (including zero hours during a furlough or 

layoff), as long as still considered an employee. This is because they worked, on average, full time hours during their 

prior measurement period. These employees are eligible for healthcare benefits during their entire stability period 

even if their hours are reduced. Normally, any changes in hours of service during a stability period will be captured 

in a subsequent measurement period, which will affect full-time status in a subsequent stability period. Eligibility for 

non-health plan benefits (such as dental, vision, life, etc.) may or may not be determined using this same look-back 

methodology. Each employer must review their current guidelines to determine how eligibility is measured per 

benefit. Employers may face ACA penalties if they fail to offer full-time employees health insurance during the entire 

stability period.    

6. How does an employee’s leave-of-absence effect our decisions regarding furlough or layoff? 
There are several types of leave: FMLA (including the FFCRA expanded FMLA); FFCRA paid sick leave; leave that 

serves as reasonable accommodation under ADA; USERRA; medical leave not covered under FMLA or FFCRA; and 

non-medical leave (such as a sabbatical or for personal reasons). Caution should be taken not to discriminate against 

an employee on leave; many situations may be fact dependent and your employment law counsel should be 

consulted. The following are general guidelines, but each employer should seek independent counsel for full 

employment law considerations dependent on their unique circumstance. 

• While on a protected leave, an employer is prohibited from firing, disciplining, or otherwise discriminating 

against the employee because he or she is on leave.  

• In general, an employee on leave may still be included in a furlough or layoff that would have affected him or 

her if the employee was not on leave, but the employer must be able to demonstrate the employee would have 

been laid off even if he or she had not taken leave.  

• By law, certain leaves (such as FMLA) require the employer to continue health plan coverage during the leave, 

under the same terms as for active employees.  

• If on furlough or laid-off, an employee cannot be paid under the new FFCRA sick leave or expanded FMLA. 

• If already being paid under the new FFCRA sick leave or expanded FMLA when the furlough of layoff begins, 

payment must cease.  
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7. What are the options if we do not continue coverage eligibility while employees are on furlough or laid-off? 
Employers first need to determine if the employee continues to be eligible under any existing plan terms, (e.g. 
employees in their stability period if using the look-back measurement method to determine eligibility (see question 
#5), or an employee on another type of leave-of-absence (see question #6)). If the employee is not eligible under 
existing plan terms, see question #9 regarding COBRA or Iowa Extension of Coverage. 
 

8. What are the options if an individual is no longer considered an employee; for example, if we have eliminated the 
position with no expectation of their return, or terminated the employee? 
If the employment relationship is severed and thus the individual no longer meets normal plan terms for eligibility 
resulting in a loss of coverage, you should offer COBRA or Iowa Extension of Coverage (see question #9). 
 

9. When does COBRA or Iowa Extension of Coverage apply? 
Iowa employers must offer continuation coverage when certain qualifying events occur that cause an individual to 
lose health coverage (may include medical, dental, vision, health FSA if account not overspent, certain EAP and 
wellness plans if considered health plans). COBRA is applicable to public and private employers with an average of 
20 or more employees for 50% or more of business days in the prior calendar year. Church plans are exempt from 
COBRA. If not subject to COBRA, Iowa has a “mini-COBRA” law referred to as the Iowa Extension of Coverage, which 
applies in lieu of COBRA. For these continuation laws to apply, there must be a qualifying event that causes a loss of 
coverage. This includes terminated employees (elimination of position or other termination) and employees losing 
coverage due to a reduction of hours (includes furloughed or laid-off employees if the employer elects not to 
continue coverage during that time) Note that the employee does not lose coverage just for reduction of hours, and 
may still be eligible under the ACA look-back measurement method. Coverage through the Exchange may be a 
possibility, but the employer must still offer continuation under COBRA or Iowa Extension of Coverage. 
 

10. What is the difference between furlough, layoff, and leave of absence? 
The following are general definitions of the terms. Note that some terms, (e.g., furlough and layoff) do not have a 
universal definition and are often used interchangeably. We strongly recommend working with your employment 
law counsel to determine appropriate employment status. When determining employment status, applicable state 
or federal laws must be considered, both in general and also for specific types of business or government entities, as 
well as any employment contract or collective bargaining agreement provisions.  

 
Active at work: Employee continues to work either at normal worksite or telework (remote work). 
 
Layoff: A layoff is a temporary separation from payroll. An employee is laid off because there is not enough work to 
perform. The term layoff may mean temporary dismissal or it is sometimes used when a person is permanently let 
go from a job because business is down, or other economic reasons. For purposes of this handout, we refer to layoff 
as temporary with an expectation to return to work. 
 
Furlough:  Employees who are furloughed are expected to return to their job after furlough. When an employer 
furloughs its employees, it requires them to work fewer hours or to take an amount of unpaid time off. An employer 
may require all employees to go on furlough, or it may exclude some employees who provide essential services or 
are protected under employment contract or bargaining agreement. 
 
Leave of absence: May include FMLA (includes FFCRA expanded FMLA); FFCRA paid sick leave; leave serving as 
reasonable accommodation under ADA; USERRA; medical leave not covered under FMLA or FFCRA; and non-medical 
leave for personal reasons. Complete guidance for leave requirements is beyond the scope of this handout. 
 
Termination or Elimination of Position: A permanent separation of employment.   
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11. What are some of the Iowa insurers’ positions on relaxing active at work and minimum hour requirements during 

a furlough or layoff due to the COVID-19 pandemic?  
Below is a list of some of the insurers and their basic position on relaxing the eligibility requirements. Refer to the 
insurer’s website (link provided) for further details. Most insurers have placed an end date on the flexible eligibility 
guidelines, with a statement indicating they will monitor the situation (and potentially extend the end date). If your 
insurer is not listed, contact your Account Manager for guidance.  
 
If your plan is self-insured, we encourage you to check with your TPA/carrier, stop loss carrier, or Account Manager 
to understand guidelines for your specific plan. 
 

MEDICAL 

Wellmark COVID-19 FAQs  
“Wellmark is foregoing any notification requirements for lay-offs and/or furloughs through June 
16, 2020. All group health plans may continue coverage for their inactive employees as long as 
one person remains actively employed, continues health benefit coverage and the monthly 
premium or administrative fees are received. Payment of premium is required to continue 
coverage for laid-off employees who are not actively at work and employees actively working. 
This date will continue to be evaluated through the COVID-19 pandemic. Coverage must be 
offered on a uniform, non-discriminatory basis to all employees and employee premium 
contributions must be the same or less, prior to the lay-offs.” 

United HealthCare 
(UHC) 

https://www.uhc.com/employer/faq-employer 
“Will UnitedHealthcare allow fully insured clients to continue to offer medical benefits to 
furloughed or with reduced hours due to COVID-19? 
Yes, we will temporarily allow it if the plan sponsor continues to pay the premiums and offer 
the option to all furloughed employees on an equal basis.” 

DENTAL 

Delta Dental https://www.deltadentalia.com/employers/resources/covid-19/ 
“If you have any employees who are furloughed or with reduced hours on or after March 1, 
2020, we will waive any Delta Dental benefit eligibility requirements through June 30, 2020. We 
will continue to monitor this situation should we need to extend these dates.”  

Blue Dental Follow guidelines shown above for Wellmark. 

VISION 

VSP https://visionbenefits.vsp.com/  
“We allow our clients to manage eligibility requirements and qualifying event requirements for 
their employees, so they can manage employee benefits as they see fit. They have complete 
autonomy to determine parameters for any furloughed workers, and do not need a waiver form 
of eligibility from us. We rely on the client to provide VSP with all membership reporting 
updates, including adds, terms, and changes. Payment would still need to be submitted by the 
employer.” 

Avesis https://www.avesis.com/commercial3/benefitsmanagers/index.aspx  
“Avesis will continue to consider a currently enrolled employee eligible for benefits until April 
30, 2020 if:  
• The full-time employee’s hours are reduced and fall below the minimum hourly work 
requirement to be benefit eligible, OR  
• The employee is furloughed or laid off.” 

  

https://urldefense.proofpoint.com/v2/url?u=http-3A__links.mkt2573.com_ctt-3Fkn-3D2-26ms-3DMTcxNDY5MzkS1-26r-3DNTI1MzA3MzIyNzc0S0-26b-3D0-26j-3DMTg0MTcwNjk5MgS2-26mt-3D1-26rt-3D0&d=DwMCaQ&c=Y3sYibTtslYskVBQ_MzSQQ&r=m3abPspVCs-4SgoE4BN8t2yRPQAtphH2LXVuLRe7ifM&m=mVeuE4V4HU0tOu75gQuo9lQxcRmfQu7ApKqgXR8w1dw&s=UBPM7LNSEwPgdfVvdDrIlGWiZM1h4ahUFfwkICyrkgg&e=
https://www.uhc.com/employer/faq-employer
https://www.deltadentalia.com/employers/resources/covid-19/
https://visionbenefits.vsp.com/
https://www.avesis.com/commercial3/benefitsmanagers/index.aspx
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LIFE AND DISABILITY 

NIS/Madison 
National 

https://services.nis-sif.com 
“MNL will temporarily allow individuals who are laid off or have hours reduced below the 
minimum hourly requirement due to work stoppage, work reduction, or quarantine because of 
the COVID-19 pandemic to remain covered for up to 90 days. This exception applies unless the 
policy allows for a longer period of time. Premium must be paid during this time.” 

The Standard https://www.standard.com/individual/covid-19-questions-group-insurance-benefits-leaves 

“Will employees’ Group Life, Disability, Supplemental, Dental and Vision coverage continue if 

their work hours are reduced, they are on an unpaid leave of absence, or they are subject to a 

furlough or a temporary layoff? 
Group Life, Disability, Supplemental (including Accident, Critical Illness and Hospital Indemnity), 
Dental and Vision coverage normally ends when an employee loses eligibility because the 
employee is no longer working the required minimum number of hours or they are on an 
unpaid leave of absence. 

However, as an accommodation to our policyholders during this time of uncertainty, subject to 
continued payment of premium, these coverages can be continued through June 30, 2020, 
while employees are not working due to a partial or full furlough or temporary layoff occurring 
on or after March 1, 2020. The Standard is continually monitoring the situation and we will 
update the potential extensions beyond June 30, 2020 date as needs evolve.” 

Reliance Standard http://www.reliancestandard.com/SiteData/docs/FAQ0401202/158dd66d4241c01c/FAQ_0401

2020.pdf 

See information on website. 

Hartford https://www.thehartford.com/coronavirus/businesses 
“We understand that the COVID-19 pandemic may require customers to place employees 
unexpectedly on a temporary unpaid Leave, and employee certificates may not include an 
applicable continuation provision. When that is the case, as an accommodation for Leaves 
occurring on or after 3/1/2020, the policyholder may elect to continue coverage for those 
employees through 5/31/2020 by continuing to pay all premium, including employer-paid and 
employee-paid premium.” 

CIGNA https://www.principal.com/insurance-coverage-and-covid-19 
“We are extending our continuation of coverage for all individuals who were members of an 
eligible class under a Cigna Group Insurance policy on March 1, 2020 and were subsequently 
furloughed, temporarily laid off or had their hours reduced as the result of business decisions 
relating to COVID-19. They will remain eligible until May 31, 2020, provided they remain 
employed and premiums continue to be paid.” 

United HealthCare 
(UHC) 

https://www.uhc.com/employer/faq-employer 
Refer to UHC’s Q&A. 

  

https://services.nis-sif.com/
https://www.standard.com/individual/covid-19-questions-group-insurance-benefits-leaves
https://www.standard.com/individual/covid-19-questions-group-insurance-benefits-leaves#collapseOne
https://www.standard.com/individual/covid-19-questions-group-insurance-benefits-leaves#collapseOne
https://www.standard.com/individual/covid-19-questions-group-insurance-benefits-leaves#collapseOne
http://www.reliancestandard.com/SiteData/docs/FAQ0401202/158dd66d4241c01c/FAQ_04012020.pdf
http://www.reliancestandard.com/SiteData/docs/FAQ0401202/158dd66d4241c01c/FAQ_04012020.pdf
https://www.thehartford.com/coronavirus/businesses
https://www.principal.com/insurance-coverage-and-covid-19
https://www.uhc.com/employer/faq-employer
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Principal 
 

https://www.principal.com/insurance-coverage-and-covid-19 
“Reduced Schedule: Our standard practice is to continue coverage until the end of the 
month. However, as an administrative exception due to impacts from COVID-19, any employee 
with a reduced schedule on or after March 1, 2020 until April 30, 2020 will continue to be 
covered until May 31, 2020, provided the employer pays premiums. Premiums should be paid 
at the full-time rate in place prior to the reduction in hours.” 
Layoff “Our standard practice is to continue coverage until the end of the month. However, as 
an administrative exception due to impacts from COVID-19, any employee laid off or furloughed 
on or after March 1, 2020 until April 30, 2020 may continue to be covered until May 31, 2020, if 
the employer continues to pay premiums. For employees whose coverage terminates due to 
layoff or furlough and are rehired within six months of the termination date, benefits are 
reinstated without a new hire waiting period.” 

SECTION 125 

Various 
Administrators  
 

Health Flexible Spending Account (Health FSA): A furlough or layoff is a qualifying event to 
change the health FSA election.  Subject to any differing provision in your plan document the 
employee may: 

• Discontinue participation in the health FSA while on furlough or layoff. No contributions are 
required during the time off and claims incurred during the time off are ineligible for 
reimbursement. The Participant will have a certain number of days (based on plan 
document) from the date that he/she is no longer eligible to submit claims for 
reimbursement of expenses incurred prior to the date of ineligibility. Upon return from 
furlough or layoff, the employee may again elect to contribute to the health FSA.  

• Continue participation in the health FSA while on furlough or layoff. Contributions may 
remain the same or may be reduced and must be paid by the employee. Payment 
arrangements to be determined by the employer but can be no more restrictive than for 
active employees.  There are three (3) options for collecting the employee’s contribution 
while on furlough, (must be the same as for other benefits; see question #2).This option 
may not be available if the account has been overspent. 

 Dependent Care Flexible Spending Account (DCAP): The furlough or layoff is a qualifying event 

to discontinue participation in the DCAP. No contributions are required during the time off and 

claims incurred during the time off are ineligible for reimbursement. Some plans may include an 

option to allow an additional time period for claims incurred during the time off to be eligible 

for reimbursement. The Participant will have a certain number of days (based on plan 

document) from the date that he/she is no longer eligible to submit claims for reimbursement 

of expenses incurred prior to the date of ineligibility. Upon return from furlough, the employee 

may again elect to contribute to the DCAP. 

 Employer Flex Credits and Opt-Out Arrangements: See question #4. 

 

 

 

https://www.principal.com/insurance-coverage-and-covid-19

