Healthcare Spending Accounts

In an industry landscape that includes government cut-backs, an aging population and double-digit health-
care inflation, providing an affordable Group Benefits Program has become a significant challenge for
employers across Canada. The rising costs of healthcare have prompted the industry to develop an alternate
benefit solution to the traditional group benefit plan called a Healthcare Spending Account (HCSA), where
our preferred provider is Assureflex. This pay-as-you-go style of plan offers increased flexibility, new
options to control risk, the ability to control your plan’s healthcare costs and empowers your employees to
choose where their benefit dollars are spent.

How They Work

The corporation establishes a pre-set limit per employee such as $500 or $1,000 per year, where employees can spend
their flex dollars on any CRA eligible health, vision, and dental expenses. There are no set-up fees or float deposits
required to establish the program, and money is only payable by the company to Assureflex once a claim is made — if
there are no claims,

you do not pay.

The Claims Process

1. The employee pays a practitioner for an eligible health or dental service.

2. Assureflex reimburses 100% of the cost of the expense, tax-free to the employee.

3. Assureflex invoices the company for the amount of the claim, plus a 10% administration fee, plus tax, which can
be written off as a business expense.

Example

An executive’s child needs orthodontic work, where the braces cost $5,000. Assume the executive’s personal tax
rate is 43.41% and the corporate tax rate for the business is 22%.

Without a Healthcare Spending Account With a Healthcare Spending Account
® The executive must receive $8,835 in salary to net the $5,000 required ® The executive pays $5,000 to the orthodontist and submits the claim to
to pay the orthodontist. Assureflex.
9 $8.835—43.41% = $5.000. ®  The executive is reimbursed $5,000 in non-taxable funds by Assureflex.

®  Assureflex invoices the company $5,000 + 10% admin fee + applicable
taxes = $6,075.

®  The $6,075 is tax deductible for the organization

®  With a corporate tax rate of 22%, the net cost to the organization after tax is
only $4,739 ($6,075 — 22% = $4,739).
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