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A Private Health Services Plan (PHSP) is an allowance under the Income Tax Act,
defined in the Income Tax Interpretation Bulletin IT-339R2.

ADVANTAGES OF A PRIVATE HEALTH SERVICES PLAN

The PHSP is not an insurance program; it runs based on CRA'’s guidelines for eligible

medical expenses and allows you to use your business for tax-free reimbursement of

personal medical expenses, and then deduct 100% of that reimbursement from your
business income when filing your Income Tax Return.

Plan Set-Up:

Corporations:

e For Incorporated operations the PHSP Effective Date can be aligned either with the current
calendar year or with your fiscal year.

¢ All participants need to have an employee connection to the business (recommended to be in
the form of T4 income) in order to be eligible for participation, but there is no minimum for the
amount of income received.

e The annual reimbursement limits are determined by the employer and do not need to be equal
for each employee class that is created.

o Participating employees have the option to carry forward unused credits or expenses at the
end of the benefit year (option to be determined at plan set-up).

Self Employed Businesses (Sole Proprietorship or Partnership, With or Without Employees):

To qualify as a Self Employed owner, you must meet one of the following parameters:
1. Your net income from businesses in which you are regularly and actively engaged must
represent at least 50% of your net income for the year, or
2. Your net income from sources other than business does not exceed $10,000

o If you are considered Self Employed the plan year will be based on the current calendar year
(with a January 1% Effective Date).

¢ The annual reimbursement limits for owner and employee participants are based on CRA’s
guidelines of $1,500 per adult and $750 per child under each participant.
(Example: A couple with one child would have $3,750 each year)

e The option to carry forward unused credits does not apply for Self Employed plans; the
benefits are “use it or lose it” however carry forward of expenses is still an option.

NOTE: The total deduction permitted can be utilized by any one member of your family.

Eligible Expenses:

Eligible expenses for the PHSP reflect those expenses recognized as a deduction under the
Income Tax Act. If you have coverage under a traditional insurance plan then the eligible
expenses include deductibles, co-payments and expense amounts that exceed your plan
maximums, as well as many health costs that are typically excluded in an insurance plan such as:
e All Prescription Drugs (including smoking cessation, fertility, etc.)
o Dental Procedures such as: routine cleanings, major procedures, dental implants,
dentures, orthodontics
o Eyeglasses, Contact Lenses, Laser Eye Surgery
Mileage to medical appointments that are greater than 40KM one-way
o Paramedical Practitioner appointments and treatments (provided they are performed by a
licensed practitioner)

Please see a more detailed listing of eligible expenses later in this information package.
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Employee incurs a Medical Expense and
pays the Provider personally, keeping the
original receipt

Owner/Employer submits a company
cheque to Serre Financial to cover the
amount of the Employee's expense plus
the 10% administration fee

Serre sends the non-taxable
reimbursement to the Employee and
provides the Employer with a Statement
of Benefits outlining the company expense
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List of Eligible Expenses
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