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Personal Health Services Plans (PHSP)
A Private Health Services Plan (PHSP) is a tax relief measure introduced in Canada to allow small businesses to claim expenses related to health coverage for employees as a deductible business expense. At the same time these health service expenses are not a taxable benefit to the employee allowing the employee to receive the re-imbursement of the expense tax-free.  An employee can also be the sole shareholder of a corporation, so for these purposes, we will just use the term employee.  
Like any other tax planning measure, do not try this at home!

Speak to my office directly or your personal tax advisor before moving forward on a PSHP.
WHY THIS IS IMPORTANT TO YOUR BUSINESS

• Make your family medical expenses 100% deductible

• Reduce your corporate taxes

• Control costs for your employee health benefits

• Provide health benefits as an incentive to retain your employees

• Pay less than you do today for insurance while making the coverage more comprehensive

With a PHSP, your business can make your medical expenses 100% deductible.

These benefits can be provided by both incorporated businesses and proprietorships and partnerships.  There are certain restrictions and numerous rules surrounding these plans, so do not try this at home.   Talk to our office first so we can best advise you on these plans.
HOW A PHSP WORKS
The business enrols with a plan administrator.  The one time start up fees are usually minimal and there is a per transaction charge by the administrator of the plan.  Typically, the start up fees are around $100-$200 with a per transaction charge of around $5.00.  

Make sure you shop around for the best plan.  Google PHSP is always a good place to start to look for a plan administrator.
The employee or member of their family requires medical services such as a dentist, chiropractor or non-OHIP covered treatment.  Upon receipt of the treatment, the employee makes a payment (don’t forget, this is with after tax income) to the health care provider. The Covered Employee submits a health benefit claim with the original receipt to the PHSP plan holder which is the business. 

The business then forwards the original receipts and a cheque equal to the cost of the medical treatment (plus an administrative fee) to health plan provider.   The health plan provider then sends a tax free reimbursement cheque back to the covered employee.  
At this point, the business has covered the cost of the medical treatment of the employee and the employee has been reimbursed their after tax payment to the practitioner.
The business now has an allowable expense with which it is able to lower its own taxable income.  For example, $1,000 in reimbursed medical claims will result in an approximate tax reduction of $160 in a corporation and possibly more if the plan is held in a partnership or unincorporated enterprise.
WHY DON’T I SIMPLY TAKE THE MEDICAL TAX CREDIT ON MY PERSONAL RETURN?
On your personal tax return, you are entitled to a non-refundable tax credit of 15% times your total medical expenses less 3% of your net income (or $2,011 which ever is greater).  So, if the person claiming the family medical tax credit has a net income for tax purposes of $60,000, the first $2,000 in medical expenses could not be claimed. (3% times $60,000)
Through a PHSP, your incorporated business would save approximately $320 in taxes.  In a proprietorship, it could be even more, depending on your marginal rate.  We’ll calculate the possible savings for your personal situation when we meet.
STANDARD CAVEAT

Each situation is different and the PHSP may or may not be the best idea for you and your family and business situation.  Do not try this at home!
Contact my office directly and we’ll help you decide if a PHSP is something your business should move forward on.
