Medical Reimbursement Plan Benefits at a Glance

What is a Medical Reimbursement Plan?

· Created under Section 105 of the Internal Revenue Code.
· A plan that lets employers reimburse employees for healthcare expenses on a tax-free basis.

· A plan funded with employer dollars.

· Legal document and Adoption Resolution are required.

How Can It Save Money?
· Employer can purchase a less expensive health insurance plan (e.g., higher deductible).

· Employer can make up the difference to employees by reimbursing for additional out-of-pocket costs.

· Employer can typically enjoy significant savings because reimbursements are likely to be lower than premiums (savings not guaranteed; will depend on actual claims).

How Does It Work?
Initial setup:

· Employer identifies eligible expenses.

· Employer provides ProcessWorks with census information on employees. 

· ProcessWorks develops a written policy.

· Employer designates a checking account to cover reimbursements and keeps it funded.

Processing:

· Employees submit claims to ProcessWorks.

· ProcessWorks verifies eligibility and generates reimbursement checks payable to employees.

· ProcessWorks produces a monthly employer summary report and check register. 

What Expenses Are Eligible?

Eligible expenses are up to the employer.  Here are some ideas:
· If a health plan has $1,000 deductible, use plan to reimburse employees for half.

· If health plan has 50% coinsurance, use plan to reimburse employees for 30%.

· If health plan doesn't cover a service such as routine physicals, use plan to cover it.

What About Taxes?

· Under current rules, a medical reimbursement plan is deductible as a normal business expense.

· Since reimbursements are not considered income, they are tax-free to employees.

· We recommend checking with your tax advisor concerning any additional tax impact.
