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Benefits Funding Benefits  



 

   

Leverage Tax Savings to Fund Benefits 

Our Benefits Complement Your Benefits 

The Smartflex medical benefits are the back-bone of the tax-savings program. While our medical 

benefits aren’t insurance, they are an affordable alternative to using the group health plan with 

its copays and deductibles. Smartflex is an ERISA health and welfare Section 125 cafeteria plan. 

Our medical plan features highly sought-after benefits, like telemedicine; counseling 

with licensed mental health professionals; pharmacy discounts; discounted lab 

work: dental, vision and alternative medicine discounts. The Smartflex benefits are 

available to enrollees and their families, regardless of whether or not they enrolled 

in the company group health plan. 

What is a MERP? 

A Medical Expense Reimbursement Plan offers the employer more flexibility in reimbursing an 

employee for a medical care premium. What makes Smartflex so unique, is the funding for the 

reimbursement; the employer is able to use the employee premium to fund the reimbursement.  

Smartflex™ is a smarter way to deliver supplemental benefits to employees. It provides an 

immediate tax relief to the employer through FICA savings, reduces the company’s tax liability, 

and significantly enhances net profit. 

With Smartflex, the employer can help insulate employees from unexpected medical costs, 

without reducing their take-home pay, all while greatly enhancing the company’s net profit.  

It consists of two plans working together: a Section 125 Cafeteria Plan and a Medical Expense 

Reimbursement Plan (MERP), both owned by the employer. 

And because of the benefits offered in the plan, an employer can easily quadruple their current 

benefit package while saving $1,101 per employee annually in FICA taxes.  The benefits paid 

from the MERP are included in your benefit package – averaging $13,721 per enrolled employee.  

 The employee pays 

the employer for 

Smartflex as part of 

the cafeteria plan 

and receives the 

benefits. 

The employer funds 

the MERP using the 

Smartflex premium 

and reimburses the 

employee for  the 

benefit. 

The insurance 

premiums are paid from 

the flex allowance. The 

MERP makes the take-

home pay whole again. 



 

 

125 Employees x $1,101 = $137,625 Annual FICA Savings 

Up to $1.8 Million in Employer-Provided Benefits! 

Who is Eligible for Smartflex™? 

Prior to enrollment, Smartflex will determine every employee’s eligibility for the plan based on 

their income and current deductions. Ideally, an employee should make $17,500 or more annu-

ally and have paid time off. The employee should have a consistent pay check, though we do 

work with commission and hourly based workers. The employer will need a group health plan 

in place and have an established Cafeteria Plan (Section 125) prior to enrollment. Enrolling em-

ployees must be eligible for a cafeteria plan to apply, though they do not need to be enrolled in 

the company group health plan. 

Why Smartflex™? 

Building an employee benefit package that also supports the company’s profitability is unique 

to Smartflex. As an employer, you can offer insurance and benefits to your employees without 

reducing their take-home pay and significantly improve your employees health and financial 

well-being. Ask us today about adding Smartflex to your benefit package.  
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Admin Fee: The employer contributes $25 per month toward 

Smartflex administration per enrolled employee. The employ-

ee also contributes $50 per month from their flex allowance.  

Cafeteria Plan: The monthly premium for the cafeteria plan is 

$1200 (payroll deducted before taxes) which is paid to the 

employer. The premium includes the cost of Smarter Benefits. 

The employer must have a Section 125 Cafeteria plan in place 

prior to enrollment. 

Eligibility:  Employees eligible for this program must also be 

eligible for a group health plan: fulltime, employed for 60+ 

days, active at work and have an annual salary over $17,500. 

The employee’s other deductions also impact eligibility. The 

employees must also have access to a group health plan pro-

vided by the employer (though they do not have to be enrolled 

in the plan). 

ERISA Governed: The plan is governed under the same rules as 

any ERISA plan. It has an Open Enrollment period with allow-

ances for Special Election periods. An employee may not enroll 

in or cancel the plan during the year without meeting the 

ERISA guidelines. It may not discriminate against employees 

(the plan or plan benefits must be offered to all eligible em-

ployees). 

Group Health Plan: The company must offer a group health 

plan (the employee does not have to enroll in it) and have an 

established Cafeteria plan prior to adding Smartflex.  Form 

5500 filings may also be required. 

FICA Savings: Each enrolled employee will save the company 

$1,101 per year in matching FICA. The savings is created by the 

Smartflex Cafeteria Plan.  

Flex Allowance: The cafeteria plan premium creates the flex 

allowance. The allowance is the difference in taxes paid by the 

employee before Smartflex compared to after Smartflex. The 

employee must use all the allowance on supplemental insur-

ance products offered through the plan. Any flex not spent is 

forfeited (and stays in the employer plan). As long as the em-

ployee doesn’t over-spend their flex, their take-home pay re-

mains the same as before the program. 

Insurance: All insurance benefits offered under the plan are 

paid-for by using the flex allowance and are not reimbursed. 

They will appear as a deduction on the paystub as either pre-

qualified or post tax premiums adding-up to the flex allowance 

(the employee may, however, over or under spend the allow-

ance).  

List Bill: The insurance products and the Smartflex fees will be 

list billed to the company at the end of each month. Smartflex 

typically requires electronic withdrawal for the admin fees at 

the end of each benefit. If you prefer to pay your fees by 

check, please seek prior approval. Cases under 50 enrolled 

employees are required to use auto withdrawal. 

Medical Expense Reimbursement Plan: A MERP, is a stand-

alone medical reimbursement plan owned by the employer 

and does not interfere or replace any other reimbursement, 

flexible spending account, health savings account, etc. There is 

no upper or lower limit to the amount of money that an em-

ployer can reimburse an employee through a medical reim-

bursement account. (26 USC §105(b), subject to the limitation 

stated in 26 USC §105(c).) The MERP is reimbursing up to the 

full amount of the Smartflex benefits only. 

MERP Funding/Usage: The employer establishes a MERP and 

funds it with the employee’s Smartflex medical plan premium. 

The MERP reimburses the employee for purchasing the medi-

cal plan, minus any unspent flex allowance.  

Plan Sponsor:  The employer is the plan sponsor and shares in 

the plan cost (see Admin Fee). The employer agrees to payroll 

deduct plan premiums and to pay plan providers. The employ-

er agrees to fund the MERP and reimburse the employee for 

the required MERP minus any unused flex. 

Smartbill: The employer has the option to also enroll in Smart-

bill. Smartbill takes responsibility for all payroll deductions, 

termination notices, and bill auditing. It also pays the insur-

ance carriers and Smartflex from the payroll deductions. This is 

an additional service at $10 per month per employee. 

Smartflex Benefits: The employees receive a medical care plan 

as part of the cafeteria plan. The Smartflex benefits are not 

insurance, but they do provide 24/7 access to medical care 

through telemedicine and discounts on medical benefits like 

pharmacy, vision, dental, labs etc. The benefits are considered 

constructively received when the payment passes to the em-

ployer. 

W2 Employees: The program is typically not available to con-

tract workers. Owners who are not eligible for group health 

benefits would also not be eligible for this plan. 


