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Section 125 Plans

Section 125 Plans 
Offering a Section 125 Plan (a.k.a. Cafeteria Plan) brings 
tax savings to both you and your employees; however 
the administration that comes with maintaining the Plan 
is time consuming and expensive. Keeping track of Plan 
changes, new regulations, and updating your employees 
along the way can be challenging. American Fidelity 
focuses on helping you stay compliant while educating 
both you and your employees. 

No Charge* Administration  
As a specialist for employers like you, we’ve been there 
when budgets have been tightened and staff reduced. 
Not only will we help take the plan complexities off 
your plate, but we also offer plan administration at no 
additional charge. This allows you to free up funds you 
may otherwise need for additional services. 

Education
Once your Section 125 Plan is implemented, we’ll educate 
your employees during the  enrollment so they can 
select the best combination of benefits for their needs. 
Increased benefit knowledge often leads to increased 
participation, which results in a greater tax reduction 
for you. Through our experience in your industry, we’ve 
also found that teaching employees how your benefits 
program works often lessens the amount of support you 
must provide throughout the year. 

Ongoing Support
Annual changes to your benefits program can result in 
the need to update your Section 125 Plan. Each year, we 
will work with you to update your Plan Document and 
provide annual non-discrimination testing worksheets. 
Your compliance needs aren’t a one-time focus for us. We 
work with you year-round to make sure you are aware of 
requirements.

Setting Up Your Plan
The first step to having a compliant Section 125 Plan is 
your Plan Document. American Fidelity will work with 
you to capture all of the details in your benefits offering. 
From there we will create a sample Plan Document that 
outlines how you will administer your Plan. 

In addition to your sample Plan Document, we will  
also provide: 

• Sample Board Resolution language to formally 
adopt the Section 125 Plan

• Annual 25% non-discrimination testing worksheets

• Access to employee's annual election forms which 
show pre-tax and post-tax elections

• Web-based resources, including a Section 125 
Administration Guide

• A monthly email newsletter with compliance 
updates and other pertinent information

For small and large employers alike, the 
administration, compliance, and employee education 
responsibilities which come with operating a 
Section 125 Plan can quickly add up. We understand 
you are busy. We don’t expect you to be a Section 
125 expert. Let us help handle it for you. 

*where permitted by law
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Healthcare Flexible Spending 
Account (HCFSA)
As healthcare expenses continue to increase, finding 
cost-effective benefit solutions that help both you and 
your employees can be challenging. American Fidelity 
provides a solution by offering a Healthcare Flexible 
Spending Accounts (HCFSAs) for your employees to 
set aside money on a pre-tax basis to pay for everyday 
medical expenses. Additionally, this may create Federal 
Insurance Contributions Act (FICA) tax savings for you.

Upfront HCFSA Funding
The Internal Revenue Code (IRC) requires HCFSAs to 
provide reimbursement at the beginning of the plan 
year, based on each employee’s annual election. The 
responsibility of providing the full election amount up 
front can be a financial challenge for most employers. 
To help relieve this financial obligation, American 
Fidelity assists with upfront funding for your employees' 
HCFSAs, creating a cash-flow advantage for you.

Mitigating Your Risk
Your organization could be at financial risk if employees 
leave before the plan year ends. To mitigate this risk, we 
offer optional protection to cover the risk associated with 
required upfront reimbursement. This insurance covers 
your employees’ entire election amount, even though 
they make contributions on a paycheck-by-paycheck 
basis. Should they leave employment, this covers any 
amount they may have spent in their HCFSA prior to 
those funds actually being contributed. 

Net unused contributions, also called forfeitures, will be 
returned to the employer with instructions for compliant 
use. Other restrictions may apply. 

Flexible Spending Account Administration

Dependent Care Account (DCA) 
Another option to reduce your overall employment tax 
while also helping your employees reduce their taxable 
income is to offer a Dependent Care Account (DCA). 
This program allows employees to set aside money 
on a pre-tax basis to pay for eligible dependent care 
expenses. The DCA reimburses expenses associated 
with dependent care for either a dependent child under 
age 13 or an adult dependent incapable of self-care. 



Simple Reimbursement Options
We understand your employees want quick and easy 
access to their contributions. At the same time, it’s 
important your plan stays in compliance with IRC 
guidelines on your required itemized documentation. 
We focus on making the process of reimbursing your 
employees simple and compliant by offering several 
methods to request reimbursements. 

We process and fund reimbursements daily and eligible 
claims reimbursements are processed within an 
average of five to seven business days. Direct deposit 
is available for all participants in order to receive their 
reimbursement even faster.

Online Account Access
Your employees need to know their balance and claims 
history to use their accounts effectively. American 
Fidelity’s secure online account access provides your 
employees their current election and contribution 
amounts, total contributions made year-to-date, claim 
status, and current available balances. We also give you 
the same level of access so you are able to help answer 
any employee questions that may arise. 

Benefits 
Debit 
Card

Employees can pay for 
eligible medical expenses 
directly from their 
accounts.

Mobile 
App

Employees can file a claim 
by snapping a photo 
of the expense receipt 
and submit using a 
smartphone or tablet. 

Online

Provides your employees 
with another secure way 
to file a claim and upload 
their expense receipts.

Mail or 
Fax

Employees can file a claim 
manually by mail or fax. 
Printable claim forms are 
available on our website.




