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The 4-Code Cheat Sheet DECADES OF LEGAL PRECEDENT
Four IRS code sections. One payroll-tax engine. Employer Reference Sheet

SECTION 125 : THE PRE-TAX ELECTION §105 + 1.105-11 + THE LEGITIMATE PATH
Cafeteria Plan Self-Insured Medical Reimbursement Plan

Lets employees elect pre-tax deductions from gross Defines how an employer reimburses qualified medical
wages for qualified benefits, before income tax and before expenses tax-free WITHOUT routing through §125. This is
FICA. This is the door everything else walks through. the structural choice that survives IRS scrutiny, and the one

the failed programs got wrong.

SECTION 106(A) - EMPLOYER HEALTH

SECTION 213(D) - THE BRIGHT LINE
Employer-Provided Health Coverage

Lets employer contributions to health benefits flow to the Definition of Qualified Medical Care
employee pre-tax: no income tax, no FICA. It stacks on top Lists what counts as medical care for tax purposes:
of the §125 election rather than competing with it. preventative services, telehealth, mental health, care

navigation, chronic condition support. Anything outside

ist le. Period.
WHY THIS IS NOT A GIMMICK S NI El B

WHAT THE FAILED PROGRAMS GOT WRONG

None of these four sections is new, and none of them is a
loophole. They are ordinary provisions of the Internal

Revenue Code that have been law for decades and are ° They ran reimbursement back through §125. The IRS
spelled out in the Employer's Tax Guide. What varies treats that as double-dipping, and the reimbursement
between programs is not the code, it is how the pieces are becomes taxable.

wired together. ° They rewarded activity instead of delivering care.
The programs that collapsed did not lose because they Step counts and gym memberships are not §213(d)
used these sections. They lost because of the wiring. medical care.

° They had no written plan document. ERISA requires
one. Without it there is nothing to defend under audit.

° They stood alone. Not integrated with major medical,
which exposes the employer to the ACA §4980D
penalty.

How they stack
The order matters more than any single section. This is the sequence, end to end.
STEP 1 STEP 2 STEP 3 RESULT
Elect Participate Reimburse Both sides keep more
Employee elects the care Employee receives real §213(d)  The SIMRP reimburses the Employer FICA drops.
program via §125. The premium  qualified preventative care. premium under 1.105-11. Not Employee net paycheck rises.
is pre-taxed. back through §125. Gross pay never changed.
Source: IRS Publication 15 (Circular E), Employer's Tax Guide * Informational only. Not tax or legal advice. Consult your CPA or benefits attorney for guidance

irs.gov/publications/p15 specific to your business.




