COBRA Premium Subsidy (COBRA credit)

The American Recovery and Reinvestment Act (ARRA) established an employer-provided subsidy for employees who involuntarily lose their jobs.  The COBRA premium subsidy applies to school districts with a group health plan subject to the federal COBRA continuation coverage requirements.  Under new law, when the district receives a 35 percent payment from an eligible individual, they are required to make the remaining 65 percent payment for the insurance coverage.
A school district receives reimbursement of the 65% payment made by claiming a credit when filing the tax Form 941.  No additional information related to the COBRA subsidy is filed other than what is required with the Form 941.  However, supporting documentation for the amount of the credit claimed must be maintained.  Such documentation should include the following:
· Information on the receipt of the 35% individuals share of the premiums, including dates and amounts
· For an insured plan, copy of invoice or other supporting statement from the insurance carrier and proof of timely payment of the full premium to the insurance carrier required under COBRA

· For a self-insured plan, proof of the premium amount and proof of the coverage provided to the eligible individuals

· Attestation of involuntary termination, including the date of the involuntary termination, for each covered employee eligible for the subsidy

· Proof of each individual’s eligibility for COBRA coverage, and election of COBRA coverage

· A record of the SSN’s of all covered employees, the amount of the subsidy reimbursed with respect to each covered employee, and whether the subsidy was for one individual or two or more individuals.

· Other documents necessary to verify the correct amount of reimbursement

Example of how to account for payment of the premium and reimbursement:
· Received from terminated employee - $350

· Insurance premium paid- $1,000
· Paid by the District - $650

· Payroll Withholdings for the quarter currently in account 10B 811600 - $50,000

	
	DEBIT
	CREDIT

	10B 711000 Cash
	$350
	

	10B 815900 Other Deposits Payable
	
	$350


Received the 35% from the post employee

	
	DEBIT
	CREDIT

	10B 815900 Other Deposits Payable
	$350
	

	10B 715000 Due from Other Governments
	$650
	

	10B 711000 Cash
	
	$1,000


Paid the insurance premium
	
	DEBIT
	CREDIT

	10B 811600 Payroll Withholdings and Benefits Payable
	$650
	

	10B 715000 Due from Other Governments
	
	$650


Credit on the Form 941
	
	DEBIT
	CREDIT

	10B 811600 Payroll Withholdings and Benefits Payable
	$49350
	

	Cash
	
	$49350


Payment made with the Form 941 for withholdings

The subsidy is intended for the individual to receive COBRA.  Therefore, the payment of the 65% is treated as a credit to the withholdings for the individual rather than an expenditure on district books.
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