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IRS Temporarily Expands Section 125  
Cafeteria Plans to Allow Flexibility 

Over the summer the Internal Revenue Service approved temporary changes to 

section 125 cafeteria plans, allowing taxpayers to make mid-year changes to their 

benefits and extending the claims period for medical related flexible spending 

arrangements (FSAs) and dependent care assistance programs. 
 

The guidance provided by the IRS states that due to the COVID-19 pandemic, 

previously provided temporary relief for high deductible health plans (HDHP) 

may be applied retroactively to January 1, 2020 and the permitted annual 

carryover amount for health FSAs has been increased from $500 to $550. 
 

The following temporary changes allow an employer to amend their cafeteria plans 

to allow participants to make the following mid-year, pre-tax election changes: 

• Extend the claims periods so taxpayers may apply unused amounts 

remaining in their health FSA or dependent care assistance program for 

expenses incurred for those same qualified benefits through December 31, 

2020 

• Allow taxpayers to make mid-year elections for health coverage, health FSAs 

and dependent care assistance programs, to better align with their needs as 

a result of the pandemic 

• Allow high deductible health plans to cover COVID-19 expenses without the 

plan losing its HDHP status by providing treatment before the statutory 

minimum HDHP deductible is met, and without causing participants to be 

ineligible to contribute to a health savings account (HSA) 
 

If an employer decides to adopt any of the above mentioned cafeteria plan 

changes, it must disclose the changes to employees and amend its cafeteria plan 

no later than December 31, 2020. 
 

For more information, go to: https://www.irs.gov/pub/irs-drop/n-20-29.pdf  

https://www.irs.gov/pub/irs-drop/n-20-29.pdf
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Workers’ Compensation 

When you think of “insurance” you may immediately think about health insurance, dental insurance, and the like. If 

you’re a business owner, you also know that purchasing Workers’ Compensation insurance is important to help protect 

employees and your own business from costs associated with work-related accidents, injuries and illnesses. It can also 

cover disability benefits, missed wage replacement, ongoing healthcare needs and funeral expenses. 
 

If your business does not have Workers’ Compensation insurance and an employee is involved in a work-related accident, 

the employee can sue your business for the injury to help pay for their medical expenses and lost wages. On the other 

hand, if you have an intoxicated employee that is involved in an accident or who intentionally hurts themselves, even 

though you have Workers’ Comp insurance, benefits may not be payable. 
  

Mandated by most states, employers will want to be aware of what is required of their business. There are a few states 

that do not mandate Workers’ Comp insurance, such as Texas, and some states don’t require the insurance for 

farmhands, insurance agents, casual 

workers, business owners and partners, 

and/or real estate agents. 
 

It’s probably a matter of when, versus if, 

that an employee comes to you with a 

workers’ compensation claim and 

employers would be smart to review and 

comply with all state laws, as it is the state 

that sets the parameters for posting, reporting and determining what constitutes a workers’ compensation claim. The 

state also determines the amount of benefits, types of injuries covered and how benefits and care are to be provided. 

When meeting with the employee, be sure to discuss the claims procedures, the benefits the employee is able to receive, 

and who to contact with concerns. 
 

As you prepare to start the claims process, which should be started immediately after the employee reports the injury/

illness, you will want to get immediate medical care for the employee and then contact the Workers’ Compensation 

provider to submit a claim (your state may also require you notify a state-run Workers’ Compensation Board.) The 

insurance company will review the claim and approve or deny benefits. 
 

To discuss Workers’ Compensation in more detail, please reach out to Blue Chip Benefits at (888) 225-8244,  or for more 

information you can also contact your state’s Department of Labor or Division of Insurance. Here are a few links to get 

you started:  

  -   Colorado: https://www.colorado.gov/pacific/cdle/dwc 

  -   Missouri: https://labor.mo.gov/DWC/Employers/insurance 

  -   Texas: https://www.tdi.texas.gov/wc/employee/index.html 

Texas businesses are not “required” to carry Workers’ Compensation insurance, although most do. Being a "non-

subscriber", i.e., going "bare" or without coverage, leaves an employer open to personal injury lawsuits from 

employees who are injured on the job - the damages and attorney's fees are almost unlimited. In addition, certain 

defenses available in most personal injury lawsuits, such as assumption of the risk, contributory negligence, "last 

clear chance," and co-worker negligence, are not available to a non-subscriber in a job injury case. 
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If you are an employer with less than 50 employees and do not 

have the resources to hire internal Human Resources staff, you 

might consider outsourcing your human resources functions to a 

Professional Employer Organization (PEO). Doing so has some 

great advantages, but buyer beware, there are numerous 

downsides as well that business owners are usually not made 

aware of.  

 

Blue Chip Benefits would like to share with you the information 

we’ve gathered, as well as offer an alternative. 
 

Professional Employer Organization (PEO) 

When contracting with a PEO for human resources and benefit 

management, your company and the PEO operate under a “co-

employment” arrangement. People working for you become 

employees of the PEO, and you “lease” them back as worksite 

employees while remaining responsible for their day-to-day 

supervision. It is important to note that the PEO will be 

responsible for overseeing all hiring, training, disciplining, and 

firing of employees they lease to you – not your company. You 

will no longer have the same level of control over employees if 

you contract with a PEO. 
 

Research shows that some owners believe they can eliminate 

risks by opting into a PEO relationship, but the truth of the matter 

is that you are still responsible for any employment-related fines, 

penalties and lawsuits attributed to the PEO and your company.  
 

Advantages in contracting with a PEO include employee 

onboarding services, payroll services, tax filings, compliance 

reporting, benefit administration, workers’ compensation 

insurance, human resources management, compliance with 

employer-related regulations and in some cases, retirement 

planning - but there is always a price to be paid for these.  

COMPLIANCE 
CORNER 

 
UPCOMING DUE DATES 

 

September-October, 2020 
 

Form 941 
(due September 30, 2020) 

 

IRS Form 941 is the Employer's Quarterly 
Federal Tax Return. It is used by employers 
to report tax withholding amounts for 
estimated income tax, social security tax or 
Medicare tax from employee's paychecks or 
who must pay the employer's portion of 
social security or Medicare tax.  
 
Keep in mind, generally, any person or 
business that pays wages to an employee 
must file a Form 941 each quarter, and 
must continue to do so even if there are 
no employees during some of the 
quarters.  

 

Summary Annual Report 
(due September 30, 2020) 

 

Medical insurance plans on a calendar year 
(January—December) must distribute a 
Summary Annual Report (“SAR”) to plan 
participants within the later of nine months 
after the end of the plan year or two 
months after filing Form 5500. For plans 
that did not receive an extension via Form 
5500, the deadline to distribute is 
September 30th. 

 
Medicare Part D Notice 

(due October 14, 2020) 
 

Group health plan sponsors must disclose 
to individuals who are eligible for Medicare 
Part D and to the Centers for Medicare and 
Medicaid Services whether the health 
plan’s prescription drug coverage is 
credible, if they did not already do so in the 
employee’s open enrollment packet. 

What is a PEO? 
 

The pros and cons of contracting with a PEO and  
why an employee benefits broker like  

Blue Chip Benefits may be a better alternative. 

Continued on page 4  
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large corporation rules, such as the affordability of 
medical insurance laws under ACA and the associated 
penalties that could apply under FMLA, Cobra, and 
others, although most of these rules/penalties do not 
apply to groups of less than 20-50 employees. Joining a 
PEO can increase both the exposure and costs for the 
small employer and can potentially lead to hardships such 
as keeping a job open for 12 weeks while an employee is 
out on FMLA. 

If you Decide to Leave the PEO  
It can be difficult separating yourself from a PEO should 
you decide to part ways. There are a few things you need 
to pay attention to for the transition to be successful: 

Payroll – whether you decide to bring payroll in-house or 
contract with a qualified payroll vendor, keep your focus 
on making the transition as easy on employees as 
possible. Your first step should be making sure the 
employee’s first payroll check is accurate. 

Taxes – you may need to reinstate your state 
unemployment tax account (SUTA) if you have been with 
the PEO for a while. You may also need to restart your tax 
rate, or even go back to the base rate until you can build 
up a claims history. FICA and FUTA taxes are relatively 
easy to restart. 

Workers’ Compensation – Your PEO can provide you with 
a 3-year loss history that most workers’ compensation 
carriers will recognize in lieu of an individual policy. 
Depending on the risk profile and workers’ compensation 
carrier, you may need to undergo a safety audit or pay a 
higher down payment in order to initiate a new policy. 

Why Blue Chip Benefits May be a Better Alternative  
Blue Chip Benefits is an independent, full-service 
brokerage agency that works with business owners to 
find the most suitable and affordable insurance plans. We 
assist clients with the following services: 

• Strategic planning services – No one benefit package 
fits all. Your company and employees’ needs are unique 
to your organization so why not select benefits that 
meet the specific needs of your employees and not be 
forced to only picking benefits offered by a PEO?  
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You may initially believe that the benefits offered through 
the PEO are slightly more affordable (as they are on a 
large group platform with more aggressive pricing 
compared to a small business), but when you break out all 
the costs associated with the PEO, you may well find that 
these lower benefit costs do not offset the higher 
monthly charges of payroll and administration. In 
addition, a small business can end up paying more taxes 
towards Workers’ Compensation as it will be paying taxes 
based off past claims experience for all of the PEO’s large 
group of employees. 

When contracting with a PEO, a company loses much of 
its independence. For example, the company loses the 
ability to choose the vendors in which it partners for 
healthcare insurance and workers compensation. 
Employees will only be able to sign up for benefits offered 
by the PEO and it does not matter whether you like the 
plans they offer, nor if you prefer a plan your company 
historically had for years. Your company can only pick 
from plans the PEO offers. Keep in mind that PEOs can be 
limited to the insurance carriers with whom they contract 
as not all carriers want to offer their products through a 
PEO. 

Another potential downside is that your company may be 
required to pay higher state unemployment taxes as taxes 
can be based off unemployment claims related to the 
PEO, versus unemployment claims for your company only. 

Duplication of payroll taxes can exist should your 
company elect to exit the arrangement with the PEO 
before its calendar year ends.  

PEOs frequently bundle services together and charge one 
flat rate. Companies should be vigilant in finding out what 
services are included in the bundle to ensure they are 
getting what they need and not paying for services they 
do not. 

A company also needs to pay specific attention to its cash 
flow when utilizing a PEO as there will be numerous 
charges each month that it will be responsible for paying.  

Small employers often are not advised that by joining a 
PEO, a small business will be forced into complying with 

Continued on page 5  

What is a PEO? 
 

The pros and cons of contracting with a PEO and why an  
employee benefits broker like Blue Chip Benefits may be a better alternative. 
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• Benefit meetings – We create a personalized 

employee benefits guide for each client that makes it 

easier for employees to understand the benefits 

being offered. We conduct benefit meetings in group 

settings but can also meet with individual employees 

to help them select the right benefits for themselves 

and their family should the need arise. 

• Support – Clients receive ongoing, year-

round support for both the 

management team and the employees. 

This includes helping with claims issues, 

billing issues, address changes and more.  

• Processing of new hire paperwork and  

terminations – The workload of your 

benefits administrator will be reduced 

as Blue Chip Benefits will process all 

terminations and new hires. 

• Payroll reporting – Your payroll 

department will receive accurate 

payroll reports that include accurate 

payroll deductions. Reports can be sent via CSV files if 

requested. 

• Online enrollment systems – Our clients with 50+ 

employees have the option of utilizing an online 

enrollment system. Enrollments are automatically 

transmitted to the insurance carriers which increases 

accuracy of data and reduces the workload of the 

benefits administrator. 

• Compliance and employer responsibilities – It is 

imperative that companies remain in compliance with 

state and federal laws. This includes ERISA, 5500 

filings, Section 125, Cobra/State Continuation and 

more. We work closely with our clients to ensure they 

understand what is required in order to comply with 

these laws. 

• Costs – Using a PEO will cost you significantly more 

money than using Blue Chip Benefits and one of our 

recommended payroll vendors. This can amount to 

thousands of dollars saved every year. Blue Chip 

Benefits does not charge a consulting or service fee 

for any of the services we offer – instead, we are paid 

commissions by the insurance company. A 

PEO receives these same commissions but 

on top of that, they also charge you 

money for payroll services and various 

additional ongoing service fees. Blue Chip 

Benefits personalizes each client’s benefit 

package to its specific needs and budget 

so that we can save clients’ money. 

• Credits/Bonuses – When a PEO receives 

credits or bonuses from an insurance 

company due to low claims experience, 

frequently the PEO keeps that money and 

does not pass it back to the employer 

because as the PEO sees it, the claims 

experience is based off of their employees 

(remember, the employees are no longer your 

company’s employees, but rather the PEO’s.) 
 

The good news is that most of the services a PEO 

offers can also be provided by Blue Chip Benefits - and 

at no cost to your company.  So why not save 

thousands of dollars each year in PEO costs, regain 

control of your employees and benefits, and receive 

most personalized services at no cost! 

 

Take a quick peek at the benefits offered by a PEO and 

those offered by Blue Chip Benefits so you can easily 

see the differences, on page 8. 

 
Continued on page 6  
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The pros and cons of contracting with a PEO and why an  
employee benefits broker like Blue Chip Benefits may be a better alternative. 
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To follow is a quick peek at the benefits offered by a PEO and those offered by Blue Chip Benefits so you can decide which 

is best for your organization. 

 

 

What is a PEO? (continued) 
 

The pros and cons of contracting with a PEO and why an  
employee benefits broker like Blue Chip Benefits may be a better alternative. 
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Top Tips for Hiring Employees 

By Guest Writer: Gene R. Thornton, Esquire 

 
One of the hallmarks of a truly successful business is the 

need to hire additional employees. If your business is 

ready to hire employees, here’s how to go about it. 

Tip #1. Use a modern, legally-compliant job 

application form. Colorado has a new “ban the box” 

statute that prohibits use of job application forms asking 

whether the applicant has ever been convicted of a 

felony. As hard as that may be to believe, there are 

some reasons the current political powers that be deem 

very worthwhile. For now, the 

Colorado law applies to private 

employers with 11 or more workers, 

but on September 1, 2021—which will 

be here before we know it—it will 

apply even if you have only one 

worker. So, start getting used to the 

term “justice involved person.”  It is like 

calling someone a “firefighter” instead 

of a “fireman.”   

Tip #2. Comply with the immigration 

laws. When you hire a worker, you 

must comply with federal and Colorado immigration 

laws to ensure that the worker you hire is permitted to 

work in the U.S. Federal form I-9 requires specific, 

original forms of identification and, for some types of 

identification, more than one type of ID. For audit 

purposes, employers should permanently retain copies 

of the documents they examined.   

Tip #3. Report your new hires. As mandated by federal 

law, in order to facilitate collection of court-ordered 

child support, Colorado employers must report new 

hires within 20 calendar days after the date of hire or by 

the first regularly scheduled payroll following the date 

of hire, if such payroll is after the expiration of the 20-

day period.  

Tip #4. Don’t illegally discriminate in hiring. If you can 

think of a class of disadvantaged persons, chances are 

pretty good they’re protected against discrimination in 

the hiring process. Accordingly, in Colorado do not 

discriminate in hiring based upon age (40 and above), 

ancestry, color, disability, gender identification, 

immigration status, marriage to a coworker, military 

service, national origin, pregnancy, race, religion, sex, or 

sexual orientation. By the way, non-discrimination in the 

hiring of disabled persons may include a host of 

reasonable accommodations, so don’t 

tell someone they can’t apply if they 

can’t walk up the stairs of the building, 

or anything else medical/physical/

mental that impacts their ability to fill 

out an application just like anyone else. 

Also, discrimination based upon race 

may be established by refusing to hire 

persons with “natural hair,” and 

discrimination based upon religion may 

be established by refusing to hire 

persons with beards. So, be careful 

when factoring in an applicant’s grooming.   

Tip #5. Post required notices of employee rights.   

Tip #6. Use hiring letters.  When hiring, send your new 

hire a letter including most or all of the following: the 

job title, the exempt/nonexempt status for overtime 

purposes, your established “workweek” for wage/hour 

purposes, the initial work schedule, the pay (salary, 

hourly, commission, piece-rate, non-discretionary 

bonus), the pay dates, current benefits, vacation policy 

(cover how paid leave is earned), sick leave, start date, 

probationary period, confidentiality or non-compete 

requirements, protection of trade secrets and customer 

Continued on page 8  
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information, and at-will status (assuming the company 

wants an at-will status, which you almost certainly do).  

Have the new hire sign, date and return it. 

Tip #7. Complete federal tax form W-4.    

Tip #8. Provide a decent onboarding.  New hire 

orientation may include providing: a written agenda for 

the first week, a written job description, a copy of your 

performance evaluation form, copies of policies/

procedures/handbooks (get a receipt).  Inform the 

employee of meal and rest periods (which are required 

by law). Show them your posters on employee statutory 

rights. Show them their workspace, and make sure it is 

clean, neat and safe before they arrive. Introduce them 

to their co-workers and supply the new hire with an 

organizational chart (preferably with photos).  

Communicate your mission and value statement using 

examples. Communicate how their job helps fulfill the 

Top Tips for Hiring Employees (continued) 

By Guest Writer: Gene R. Thornton, Esquire 

company’s mission. Cover the training they will receive, 

addressing safety concerns in detail, and have them sign-

off on safety training they have received. Assign them a 

mentor/buddy. Provide a Q&A document and check 

back with them every few days. You will be amazed at 

how a proper onboarding can improve productivity and 

employee relations.   

 

 

Gene R. Thornton is a business law attorney with over 

30 years of experience advising employers on hiring 

practices. He is a Certified Business Counselor with the 

Pikes Peak Small Business Development Center. Gene 

is also the principal of Thornton Workplace 

Investigations, LLC where he is a Certificate Holder from 

the Association of Workplace Investigators (AWI). He 

can be reached at (719) 761-5450 and through 

www.ThorntonWorkplaceInvestigations.com. 

Did you know Blue Chip Benefits offers an ONLINE ENROLLMENT PORTAL for 

businesses of ALL sizes? Benefits of the portal include: 

• Reporting Capabilities 

• Insurance Carrier Data Feeds 

• Payroll Vendor Data Feeds 

• Increased Data Accuracy 

• Increased  Compliance 

• 24/7 Access to Plan Documents 

• Benefit Education  

• Claims Forms and More! 

LET’S CHAT!  

(888) 225-8244, X701 
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About Blue Chip Benefits, Ltd. 

Blue Chip Benefits provides group benefits such as 

medical, dental, vision, disability, life insurance and 

much more to clients across the country. Our team 

navigates the health insurance system with our clients, 

to ensure benefits meet the needs of the organization 

as well as its employees. Blue Chip Benefits is known 

for finding and advising on the best plans for the best 

price. 

 

About Maureen de Jongh, PHR 

Maureen owns and manages 

Blue Chip Benefits and is a 

licensed health and life 

insurance broker in 14 different 

states, including Colorado and 

Texas. Having obtained her 

Human Resources PHR Certification, Maureen can 

better assist companies with Human Resources and 

Compliance matters. Her focus is to help clients 

navigate the healthcare system, make sure their needs 

are met and ensure compliance with applicable laws. 

Blue Chip Benefits is always excited to talk to 

businesses about their employee benefits needs. 

Contact us directly or provide us with your name, 

email and subject matter and we will get in touch 

with you. 

 

Maureen DeJongh, PHR 

Broker / Owner 

(888) 225-8244, X701 

MaureenDJ@BlueChipBG.com 

 

Visit our website at www.BlueChipBG.com 

 

Email us at Team@BlueChipBG.com 

 

 

About Us 

Copyright © 2020, Blue Chip Benefits, Ltd. All rights reserved. 

The newsletter is for informational purposes only and should not be construed as legal advice. Materials 

included in this newsletter are intended to provide readers with information regarding insurance, healthcare, 

employee benefits, compliance, human resources, etc. Readers should not rely upon information in this 

newsletter as a substitute for speaking directly with your insurance broker, human resources manager and/or 

attorney. While we make every effort to include accurate information, laws and compliance can change and 

inaccuracies can occur despite our best efforts. If you have a question related to insurance benefits, please 

contact us at (888) 225-8244, x701 or email us at TEAM@BlueChipBG.com. If you need legal advice, please 

contact an attorney in your state. 
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