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COBRA Premium Subsidy Guide for QuickBooks

Beginning January 1, 2014, the IRS implemented a new process for claiming credits
for COBRA premium assistance supported under the provisions of the American
Recovery and Reinvestment Act of 2009.

(If you are a new employer and not sure if you have employees eligible for COBRA
premium assistance, see the United States Department of Labor web site.)

What changed?

Credits for COBRA premium assistance payments made after January 1, 2014, must now
be reported and claimed on Form 941-X, Form 943-X, or Form944-X instead of Form
941, Form 943, or Form 944. Employers must first file Form 941, 943, or 944, wait a
minimum of two weeks, and then file Form 941-X, 943-X, or 944-X to claim the credit.
(Filing Form 941-X, 943-X, or 944-X too soon will result in processing errors and delay.)

What do | need to do?

The federal government still provides two ways to take this credit:

1. (Recommended) Make your tax liability deposits in full and wait to claim the COBRA
credit on Form 941-X, 943-X, or 944-X. The IRS will then generate a refund for the

credit.

2. Reduce your tax liability deposits in anticipation of the COBRA credit.

Caution: Using this option will result in a balance-due notice from the IRS, which
will be corrected (and associated penalties and interest abated) after you
file the Form 941-X, 943-X, or 944-X.

Here are the steps to follow:

Option

What to do

1
(Recom-
mended)

Continue to track COBRA premium subsidy payments, either in QuickBooks
(Steps 1 to 3 in this guide) or manually, as you have done.

(If you are a new employer entitled to claim these credits, use Steps 1 to 3 to set
up QuickBooks tracking. Alternatively, you can track these payments manually.)

Do not reduce your regular payroll tax deposits in anticipation of the credit.

File Form 941, 943, or 944 as usual (with zero balance due if all deposits are
made in full).

Wait at least two weeks and then file Form 941-X, 943-X, or 944-X to claim the
COBRA credit.

When you receive the IRS refund for COBRA credits, record it in QuickBooks.

Continue to track COBRA premium subsidy payments, either in QuickBooks
(Steps 1 to 3 in this guide) or manually, as you have done.

(If you are a new employer entitled to claim these credits, use Steps 1 to 3 to set
up QuickBooks tracking. Alternatively, you can track these payments manually.)

Create employee COBRA liability adjustments and reduce payroll tax deposits in
anticipation of the credit.

File Form 941, 943, or 944 with a balance due.

Wait at least two weeks and then file Form 941-X, 943-X, or 944-X to claim the
COBRA credit.

(The IRS will correct the balance due associated with the COBRA credits and abate
any applicable penalty and interest originally identified in the notice.)
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Step 1: Set up the US - COBRA Subsidy Credit payroll item
All QuickBooks Payroll users who make COBRA subsidy payments must set up the

US - COBRA Subsidy Credit payroll item.

To do this task:

1. Be sure you have the latest tax table update installed. (To check, choose Get
Payroll Updates from the Employees menu and check the tax table version

shown.)

2. From the Employees menu, choose Manage Payroll Items and then choose New

Payroll 1tem.
3. Select Custom Setup and click Next.
Add new payroll item
= Select setup method

Ty,

Select the setup methad wou would like o use to create a new ikem.

%1ﬁ‘- () EZ Setup {uses standard settings; recommended for most users)
é G}- (®) Custom Setup fallows editing of all settings; recommended For expert users)

x|

o\
\0““‘
Back, Einish [ Help ] [ Cancel ]
4. Select Other Tax and click Next.
Add new payroll item [£|
== Payroll item type
Ta.
Select the type of pavroll item you wank ko create.
() Wage (Hourly Wages, Annual Salary, Commission, Bonus)
() addition {Employes Loan, Milsage Reimbursement)
() Deduction (Union Dues, 4010} deferral, Simple TRAY
() Company Contribution (Employer 401(k) matching contribution)
() Federal Tax {FUTA, Social Security, Medicare)
() Shate Tax (State Withholding, 501, SUT)
(%) Other Tax (Local Tax, Misc, State Tax)
[ Back ] [ Mext ] Einish [ Help ] [ Cancel ]

(Note that, although the COBRA subsidy credit is not technically a tax, QuickBooks

has defined it here to simplify the workflow for tracking the credit.)
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the bottom of the alphabetic list) and click Next.

5. From the Other Tax drop-down menu, choose US — COBRA Subsidy Credit (near

Add new payroll item

Other tax

Other tax: Choose a predefined tax From the list. If vou do not see the
tax you want, choose User-Defined Tax to create a tax,

[N
X [US - COBRA Subsidy Credit v

[ Back ] [ Mext ] Eimish

Cancel

&

6. Enter a name for this new payroll item or accept the default (US — COBRA Subsidy

Credit). We've chosen “COBRA Subsidy Credit,” but you can name this item whatever

you want. Click Next.

Add new payroll item (US - COBRA Subsidy Credit)

== Name used in paychecks and payroll

reports
Enter narne Far this company-paid other kax:

iy

ég‘(\‘& [CoBRA Subsidy Credit |

(_\C,?' For e>_<ample, if vwou are creating_alcompany-paid payrolll ta For San
N Francisco, wou may want to call it 'SF - Payroll Company',
O

X

’ Back, ] I Mexk l Finish [ Help

I

Cancel

l

supplies these.

7. Leave the name of agency and the identifying number fields blank; QuickBooks

Choose your Payroll Liabilities account from the liability account drop-down menu
(it may have a slightly different name). Choose <Add New=> from the expense
account drop-down menu to add a new expense account for this payroll item.

Add new payroll item (US - COBRA Subsidy Credit)

= Agency for company-paid liability

Enter name of agency to | 3 |

which liability is paid:

Enter the number that |

identifies you ko agency:

Liability accaunt | Pavroll Liabilities v |

{company-paid):
This liability account tracks other tax to be paid. You can change this
account ak any time,

Expense accounk: | < Add Mew = w |

Company-paid other tax is an expense ko your company, You can
change this account at any time.

Back, Mext Finish Help
l J l

I

Cancel
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8. Choose Other Current Liability from the Account Type drop-down menu, and
supply a name for the liability account. We've chosen “COBRA Clearing Account.”
Optionally, enter a Description of the account. Click Save & Close.

' Add New Account |g

‘ﬂ'[ Account Type |Other Current Liability hd |

Account Name | COBRA Clearing Account

[] subaccount of

Optional

Descripkion

Account No. |

Tax-Line Mapping | BN ey

| How do T choose the right tax line?

[ Enter Opening Balance... ] Should T enter an opening balance?

[ Sgve & Close ] [ Cancel

9. Click Next.

Add new payroll item (US - COBRA Subsidy Credit)

Agency for company-paid liability

Enter name of agency ko

which liability is paid: |United States Treasury

Enter the numbet that |
identifies you to agency:

Liability account

i | Pavyroll Liabilities

v

accounk at any kime,

This liability account tracks ather bax to be paid. You can change this

Expense accounk: |COBRP. Clearing Account

]

change this account at any time.

Company-paid other tax is an expense to wour company, You can

[ Back ] [ Mext ] Einish

[ nep ][ cencel

10. Click Finish.

Add new payroll item (US - COBRA Subsidy Credit)

== Taxable compensation

Ty,

Select the items that will increase wages for this tax,

| Payroll Tkem

Click Default to reverk

i of ;|Employee Salary & | to QuickBooks
automatic setkings.

Default

[ Help ] [ Cancel ]

You can now use this payroll item to track your COBRA subsidy credit.

Back to top

COBRA Premium Subsidy Guide for QuickBooks
©2015 Intuit Inc. All rights reserved. Trademarks.

4 of 15


http://about.intuit.com/trademark/

Step 2: Record 35%b premium payments from individuals

If you receive the 35% COBRA premium payments directly from assistance-eligible
individuals, you may want to account for these payments in your QuickBooks Chart of
Accounts and to balance them against the COBRA premium payments you make to the
health-insurance provider.

We recommend the following procedure, but you should feel free to modify it as
appropriate for your business. (This step is not required. However, if you receive 35%
COBRA premium payments directly and you choose not to record those payments in the
COBRA Clearing Account, you should not record vendor payments in that account,
either.)

To do this task:

1. Be sure you have set up the US — COBRA Subsidy Credit payroll item and its
associated liability accounts.

From the Banking menu, choose Make Deposits.

From the drop-down in the Received From column, choose the assistance-eligible
individual from whom you received the 35% COBRA premium payment. In the From
Account column, choose the COBRA Clearing Account (or whatever you named
the expense account associated with your COBRA subsidy payments). Enter the
remaining applicable information for the payment.

& x]

W previous [ Next @ print -~ B Payments Qh Histary J Journal
Deposit To |Bark accounk Date |09/0z/2014 Memo | Deposit
Click. Payments to select customer payments that you have received. List any other amounts to deposit below,
Received From From Account Mamo Chk... ' Pmt Meth, Class | Amount |
Haorton, Jane * [COBRA Clearing Account | % 124 Check e B 350.00 | ~
v
Deposit Subtatal
To get cash back from this deposit, enter the amount below, Indicate the account
where you want this money to go, such as your Petty Cash account,
Cash back goes to Cash back mema Cash back amount
w
Deposit Tatal
Save kime using printable or manual deposit slips. [ Save & Close ] [ Save & New ] [ Clear ]

4. Click Save & New to enter another deposit or Save & Close when you have
finished entering deposits.

You can see the deposits credited to the COBRA Clearing Account by looking at the
account detail in your Chart of Accounts.

Back to top
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Step 3: Make premium payments to the health-insurance vendor

You may also want to account for your COBRA payments to the health-insurance vendor
on behalf of assistance-eligible individuals in your QuickBooks Chart of Accounts and to
balance these payments against the COBRA subsidy credits you claim against your
payroll taxes.

Your payment to the health-insurance vendor may be:

e The full COBRA premium, when you pass on the 35% payment you received from
assistance-eligible individuals. (If this situation applies to you, be sure you have also
recorded the 35% payments.)

e 65% of the COBRA premium (the COBRA subsidy), when assistance-eligible
individuals pay the health-insurance vendor directly.

In either case, you probably will receive a bill for the appropriate amount from the
health-insurance vendor.

We recommend the following procedure of entering bills in QuickBooks and then paying
those bills. You should feel free to modify the procedure for entering bills as appropriate
for your business, but be sure you record the payment of the bill in QuickBooks as
shown in To pay bills, below.

To enter bills:

1. Be sure you have set up the US — COBRA Subsidy Credit payroll item and its
associated liability accounts.

From the Vendors menu, choose Enter Bills.

For each assistance-eligible individual for whom you must make a COBRA payment
for this bill, enter a line in the Expenses tab. Select the COBRA Clearing Account
in the Account column of each line. Put the amount you must pay for that individual
in the Amount column, and note the individual’s name in the Memo column.

5 x|
W previous [ Next %_ Find % History =] Journal
@eil - O credt Bl Received
wendor Health Insurance Vendor R Date 09f12/2014 -

Address | HeEalth Insurance Vendor Ref. No. -
Amount Due 1,000,000
Bill Due 09f22/2014 :

Terms v

Mema

Expenses $1,000.00 | Ttems $0.00

Account Amount Memao Customer: Job Billable? Class
(COBRA Clearing Account i 1,000.00 [Jane Hortan COBRA premium he >

v

[ Save & Close ] l Save f New 1 [ Clear ]

Important: If you are also making payments for active employees, be sure you do
not record those payments against the COBRA Clearing Account.

4. Click Save & Close.
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To pay bills:
1. From the Vendors menu, choose Pay Bills.

2. Check the box on the line for the bill you are paying.

X

Select Bills ko be Paid
— Manage your business expenses with
Shaw bills © bue on or before =) the OuickBaoks MasterCard
(=) Show all bills Sort By | Due Date hd < Learn More
¥ | DateDue | Vendor Ref, No. Disc, Date Aamt, Due Disc, Used redits Used Amt, Ta Pay |
[ Jo9/z242014 [Health Insurance Yendor 1,000.00 0.00 0.00 1,000.00 \ ~
v
Totals 1,000.00 0.00 0.0 1,000.00
Clear Selections
Discount & Credit Information for Highlighted Bill
wendar  Health Insurance Ven... Terms Mumber of Credits 0
Bill Ref, Mo, Sugg, Discount 0.00 Tatal Credits Available 0.00
Payment
Date Method @Tob - Account
09/12/2014 Check v BlEEpImE Bank accaunt v
O édssion checkmumber £ fing Balance  1,116.,602.19
[_Pay Selectedils_| [ Cancel |

3. Indicate the Payment Date, Method, and Account. (The order of these fields may
be slightly different depending on your version of QuickBooks.)

4. Click Pay Selected Bills.

You can see the payments deducted from the COBRA Clearing Account by looking at the
account detail in your Chart of Accounts.

Back to top
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Step 4: Review COBRA payments in your Chart of Accounts

When you have set up the US — COBRA Subsidy Credit payroll item properly, payments
associated with COBRA premium assistance should post to the COBRA Clearing
Account in your Chart of Accounts. We recommend that you review the COBRA
Clearing Account regularly to ensure that COBRA payment transactions are being
recorded correctly.

In addition, you can view this account to see the total COBRA payments you made
during a quarter, when you prepare Form 941-X (or during a year, when you prepare
Form 943-X or 944-X) to claim COBRA credits.

To review your Chart of Accounts:

1. Be sure you have set up the US — COBRA Subsidy Credit payroll item and its
associated liability accounts.

2. From anywhere in QuickBooks, press Ctrl + A, or from the Company menu, click
Chart of Accounts.

3. Select the COBRA Clearing Account line.

To see detail of the transactions in this account, press Ctrl + Q.

Back to top
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Step 5: Claim Your COBRA Credits on Form 941-X, 943-X, or 944-X

Wait at least two weeks after you file your quarterly Form 941 or annual Form 943 or
944 to file Form 941-X or Form 943-X or 944-X to claim your COBRA credits.

Important: Your Form 941-X, 943-X, or 944-X can only contain the information about
your COBRA credits. If you need to make any other corrections to a filed
Form 941, 943, or 944, you must do so on a separate Form 941-X, 943-X,
or 944-X.

For Form 943 and 944 filers:

If you have Basic, Standard, or Enhanced Payroll (or you are an Assisted Payroll user
who files Form 943 manually yourself), you must complete Form 943-X or 944-X
manually. However, you can use the payroll reports in QuickBooks to determine your
COBRA subsidy credits. Refer to steps 4 through 7 below for guidance on completing the
form since these sections of Forms 943-X and 944-X are similar to Form 941-X.

If you have Assisted Payroll and you file Form 944, the Assisted Payroll service can
complete the Form 944-X for you. Just ask your Assisted Payroll representative

For Form 941 filers:

If you have Standard or Enhanced Payroll, you can complete the Form 941-X in
QuickBooks following the steps below.

If you have Assisted Payroll, the Assisted Payroll service can complete the Form 941-X
for you. Just ask your Assisted Payroll representative.

If you have Basic Payroll, you must complete Form 941-X manually, but you can use the
payroll reports in QuickBooks to determine your COBRA subsidy credits and refer to
steps 4 through 7 below for guidance on completing the form.

To do this task:

1. Be sure you have the information you’ll need from the COBRA Clearing Account in
your Chart of Accounts.

2. From the Employees menu, click Payroll Tax Forms & W-2s > Process Payroll
Forms.

3. For QuickBooks 2014 and later: Select Quarterly Form 941-X from the File
Forms table and then click Create Form.

Annual Form 940/3ch. A- Employers Annual Federal Unemployment (F... |Federal Annually

e -

Pay Employees Pay Liabilities File Forms
File Forms
{Quarterly Form 941/3ch. B - Employers Quarterly Federal Tax Return Federal CQuarterly
Quaneny Form 941-X - Adjusted Employers Quarterly Federal Tax Return Quarterly '

IR b o e A e L s s e T et e, - I e s ,.u.a.
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4.

For QuickBooks 2013 and earlier: In the Select Form Type window, click Federal

form and then click OK.

Select the type of Form you want to prepare,
(%) Federal form
() Skate Farm

I K ] ’ Cancel l

In the Select Payroll Form window, select Quarterly Form 941-X from the Form list

and select Last Calendar Quarter from the Quarter drop-down list.

Select Payroll Form @

Choose a form

Choose the form you want to use: Auto-Fill Contact Info...

Form Quarterly Form 941/5ch. B - Employer's Quarterly Federal Tax Return -
fouarterly Form 941-X - Adjusted Employer's Quarterly Federal Tax Return W

sAnnual Form 940/Sch. A - Employer's Annual Federal Unemployment (FUTA) Tax ...
#Annual Form W-2/W-3 - Wage and Tax Statement,Transmittal

#nnual Form W-2c/W-3c - Corrected Wage and Tax Statement

#nnual Form 943-9434 - Employer's Annual Federal Tax Return for Agricultural E... =

Select Filing Period

Quarter Last Calendar Quarter w |  Quarter Ending | 12/31/2013 [E]

l oK 1 [ Cancel l l Help 1

In Part 1 of the Form 941-X interview, find the section “Choose the process for

correcting the employment tax,” and check the box marked Overreported

amounts only, using the claim process.

PART 1: Which process should you choose to correct the Form 941?

Use the adjustment process if you underreported employment taxes and are making a payment,

or if you overreported employment taxes and will be applying the credit to the Form 941 for the period you

are filing Form 941-X.
Use the claim process if you overreported employment taxes and are requesting a refund or

abatement of the overreported amount.

If you choose to apply a credit to Form 941 (the adjustment process) for overreported amounts, you are

encouraged to file Form 941-X inthe first two months of the quarter to ensure the IRS has time

to process the credit.

Choose the process for correcting the employment tax. Pick only one:

Underreported amounts only ... O EBox 1 on Form 841-X will be checked
Overreported amounts only, using adjustment process ... .. [] Box 1 on Form 941-X will be checked
Overreported amounts only, using the claim process ...... .. Box 2 on Form 941-X will be checked

Combining Both under and overreported amounts

on one 941-X to use the adjustment process ............... O Box 1 on Form 841-X will be checked

*If you are reporting BOTH under and overreported amounts, and prefer to have a refund for the amount
overpaid, you must choose BOTH the adjustment process and the claim process

file TWO separate 9471-X forms.

#* |f you file within 90 days of the expiration of the period of limitation on credit or refund
for Form 941 you MUST use the claim process (o correct the overreported amounis.
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5. In step 5, check the box for option d.

5

If you checked line 2 because you are claiming a refund or abatement of overreported employment
taxes, check all that apply. You must check at least one box.

| certify that:

| repaid or reimbursed each affected employee for the overcollected social security and Medicare
tax. For claims of employee social security and Medicare tax overcollected in prior years, | have a
written statement from each employee stating that he or she has not claimed (or the claim was
rejected) and will not claim a refund or credit for the overcollection .............. .. .. .. ... ... ...
| have a written consent from each affected employee stating that | may file this claim for the
employee's share of social security and Medicare tax. For refunds of employee social security and
Medicare tax overcollected in prior years, | also have a written statement from each employee

stating that he or she has not claimed (or the claim was rejected) and will not claim a refund or

credit for the overcollection .. ...
The claim for social security tax and Medicare taxes is for the employer's share only. | could not find
the affected employees; or each employee did not give me a written consent to file a claim for the
employee's share of social security and Medicare taxes; or each employee did not give me a written
statement that he or she has not claimed (or the claim was rejected) and will not claim a refund or
credit for the overcollection .. ...
The claim is for federal income tax, social security tax, Medicare tax, or Additional Medicare Tax

that | did not withhold from employee WagBS ... ... ...

6. In Part 3, enter the appropriate amounts on lines 19a and 19b only.

Part 3: Enter the corrections for this quarter. If any line does not apply, leave it blank.
Column 1 Column 2 Column 3 Column 4
Amount
Total originally Difference (If
corrected reported or as this amount is a Tax correction
amount (for previously negafive
ALL corrected (for number, use a
employees — | ALL employees) | = | minus sign.)
19a COBRA
premium
assistance
payments ... .. — =
19b Number of
individuals
provided
COBRA
premium
assistance ... - =
20 Total. Combine the amounts on lines 18 and 19a of Column 4. ......................... ...

Column 1, Line 19a: Enter the total amount of COBRA payments you made
during the quarter. If you tracked these payments in QuickBooks, this is

Column 1, Line 19b: Enter the total number of eligible employees for whom you
Column 2, Lines 19a and 19b: Enter O since COBRA credits are no longer

QuickBooks automatically completes Line 20; the amount should match the

the amount in your COBRA Clearing Account for the quarter.

made COBRA payments.

reported on Form 941.

amount you entered in Column 1, Line 19a, as a negative number.
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7. On Line 25, enter a short explanation for filing Form 941-X. For example, you could
write “Claiming COBRA payment credits no longer reportable on Form 941.”

8. Print and file your Form 941-X, sending it to the address shown in the Filing and
Printing Instructions on the form.

Back to top
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Step 6: Record your COBRA refund in QuickBooks

You will want to account for your COBRA refund in QuickBooks so that your COBRA
Clearing Account is in balance.

To do this task:

1. From the Banking menu, click Make Deposits.

2. In the Make Deposits window, enter the information about your refund.

2} Make Deposits =0 =R )

& Previous [P Next [ Save &5 Print v| & Payments 1y History | Il Attach

Deposit To |BofA Busine... = Date 02{10{2015 Memo | COBRA IRS Refund

Click Payments to select customer payments that you have received. List any other amounts to deposit below.

Received From From Account Memo ChkMo.  PmtMeth. Amount
United States Treasury |COBRA Clearing Acco... | 2014 Refund 1000 Check 650,00 =
L
Deposit Subtotal 650,00
To get cash back from this deposit, enter the amount below. Indicate the account
where you want this money to go, such as your Petty Cash account.
Cash back goes to Cash back memo Cash back amount
-
Deposit Total 550,00
Save & Close ] [ Save & New ] [ Clear

3. Click Save & Close.

Back to top
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Frequently Asked Questions

Q:

Can 1 file Form 941-X, 943-X, or 944-X at the same time 1 file Form 941,
943, or 9447

No. The IRS has instructed that Form 941-X, 943-X, or 944-X must be filed after the
business files Form 941, 943, or 944 and further recommends waiting at least two
weeks before filing Form 941-X, 943-X, or 944-X.

Filing Form 941-X, 943-X, or 944-X sooner than two weeks after filing Form 941,
943, or 944 can result in processing delays.

: Can I make other corrections on Form 941-X, 943-X, or 944-X in addition to

claiming my COBRA credits?

No. Combining COBRA credits and other corrections on the same Form 941-X, 943-X,
or 944-X will result in processing delays.

Flag the Form 941-X, 943-X, or 944-X that contains your COBRA credits by writing
COBRA in dark, bold letters across the top margin of page 1 of the form. Report
other corrections on a separate Form 941-X, 943-X or 944-X.

I’'ve been reducing my payroll tax deposits this quarter, but 1 want to stop
doing that so | can avoid getting IRS notices. What should | do?

You can stop reducing your tax deposits in anticipation of your COBRA credits at any
time. However, if you've reduced previous tax deposits in the quarter in which you
stop, your Form 941 will probably still reflect a balance due and trigger an IRS notice
for that quarter. This condition will be corrected when you file Form 941-X and claim
your COBRA credits.

The only way to prevent an IRS balance-due notice is by not reducing your tax
deposits in anticipation of the COBRA credit at any time during the quarter.

: What if 1 need to correct COBRA payments | reported before January 1,

20147

Use Form 941-X (or 943-X or 944-X) to report corrections to previously reported
COBRA payments. You may correct previously reported payments and claim current
quarter (or annual) COBRA payments on the same Form 941-X (or 943-X or 944-X).
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Revision History

Date Revision Details

3/24/2009 Original document for reporting COBRA premium assistance
payments for Q1 2009 only.

3/27/2009 Added What’s Next section to announce upcoming QuickBooks
solution for tracking COBRA subsidy credits.

4/16/2009 Major revision documenting QuickBooks solutions for tracking and
claiming COBRA subsidy credits based on QuickBooks Payroll tax
table update 20910.

1/8/2010 Added information on annual Forms 943 and 944; improved IRS
web site links; removed information for reporting Q1 2009 only.

3/8/2010 Clarified date restrictions in the liability adjustment step.

3/11/2014 Major revision to address new IRS reporting requirements using
Form 941-X.

6/19/2014 Updated Form 941-X instructions based on new Form 941-X from
IRS.

12/11/14 Updated guide for annual filers with information on filing Form 943-
X or 944-X to claim COBRA subsidy credits.

12/17/15 Minor updates.
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