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Introduction
As a executive you have many 
challenges to face on any given day to 
keep your company running well. The 
landscape for business has become 
more difficult and the challenges have 
become more complex. ACA, FMLA, 
FLSA and COBRA compliance is 
becoming an impossible task for 
employers. Your objective is to attract 
and retain the best employees that will 
make your company successful. There 
is a balancing act between offering 
Fortune 500 benefits and having 
excessive costs. If you are currently 
with a PEO, you may not be getting the 
full value or cost savings you should be 
receiving. This e-book will help you 
rethink why you are using a PEO and 
determine if it is time to make a switch.
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You Don’t Understand Who They Are! ! !
(What is a PEO’s Real Role?)

While each PEO offers their services to their clients a little differently, the fundamental approach of a 
PEO is to become a one stop shop for the following services:!
!
Employee Benefits!
Payroll Processing!
Workers' Compensation Insurance!
HR Services!
Retirement Plans!
!
If you are currently with a PEO, you have probably been introduced to most of these services at some 
point in time, depending on what kind of business you have and your needs. If you are currently not 
with a PEO, you are working with each of these services individually. This means you are possibly 
working with many different brokers, paying several different commissions and communicating with 
multiple carriers that provide the coverage or benefits to your company and your employees. !
!
Generally speaking, there’s an economy of scale benefit that comes by simply putting all of these 
services under one umbrella policy. Along with this initial benefit, there are additional reasons to not 
have your services individually out on the open market.
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Outsourced HR Department!
When managing employees it can become difficult to make sure everyone’s coverage starts when 
it should and is termed properly when an employee leaves the company and COBRA compliance 
begins. Having a PEO gives you the opportunity to turn all of those administrative headaches over 
and make sure they are done correctly. Making sure employees get coverage and keep coverage 
is an ongoing hurdle for most businesses. A PEO can take the hitch out of this and allow your on-
boarding, plan changes and open enrollments to go smoothly and stay compliant. The best way to 
think about how a PEO works is to think about it like a highly qualified outsourced HR department. 
From hiring to firing and everything in between, a PEO should help you with administrative tasks 
and to stay compliant with the five services mentioned above. For example, if you term an 
employee on payroll they should automatically term them on benefits and stop the workers' 
compensation premium. So from start to finish these services all come together for the lifecycle of 
the employee. This is very difficult to do if all your services are with different companies. Included in 
their services for your company should be a customized employee handbook and training to reduce 
any liability or risk to you, the employer. Along with the risk shifting, under the PEO they typically 
offer insurance for workplace harassment and discrimination called EPLI or Employer Practice 
Liability Insurance. !
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They Don’t Understand You!! !
(Understanding the Real Value You Should Receive From Your PEO)

Lower Costs!
When companies start working with 
a PEO, there are several potential 
benefits that come as a result with 
the major one being an opportunity 
to lower their costs. In fact, most of 
the employers who switch to a PEO 
and away from buying their benefits 
on the open market do this to 
decrease their total cost. This is 
done by bringing all of their benefits 
and workers' compensation under 
the PEO’s master policy.!
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Better Value!
As everyone knows, health insurance has historically given employers the opportunity to offer 
something of value to their employees to build morale and create a greater rate of retention. 
Unfortunately, health insurance has also proven itself to be a real problem when it comes to cost and 
complexity. As this benefit continues to become more confusing and more costly, employers have 
decided to move their employees to a PEO’s master policy. By doing this they receive cost savings 
along with plans that offer more value to their employees. Even though medical insurance is a big driver 
in an employer’s plan, it is not the only piece of the puzzle. Ancillary benefits can become higher in 
value and lower in cost too.!
!
The bottom-line is that you cannot afford to have your own HR department. Having access to risk 
managers and certified HR consultants through a PEO can help assure that your policies and 
procedures, safety programs and benefits packages are compliant. Essentially you are getting hit from 
all sides from all of these different regulations, rules and sales people but don’t have the capacity to 
take it all in and deliver on it internally.!
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ACA Compliance!
Employers love their PEO for more 
reasons than just cost savings. 
Another value a PEO brings to the 
table is helping you stay compliant 
with the Affordable Care Act. 
Because your employees would 
fall under the FEIN of the PEO, the 
PEO shares in the legal liability to 
maintain ACA compliance for all 
the companies and therefore 
employees within those 
companies. What this means is 
ACA notifications, plan designs, 
contribution levels and other 
details associated with your 
medical plans or programs are 
part of the larger PEO package.
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FMLA Compliance!
FMLA is a federal requirement for 
companies with 50 or more 
employees. The mandate of FMLA 
is tricky at best. When working 
with a PEO, they take on part of 
the responsibility and share in your 
risk to stay compliant.!
!
COBRA Compliance!
For all companies with 20 or more 
employees this is a federal 
requirement. Some of the 
violations that are committed can 
be related to missing notifications 
and not offering coverage to ex-
employees that qualify. These kind 
of mistakes can be costly and 
create a huge liability for a 
company. With a PEO, your risk 
here is mitigated greatly.
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Company Size as It Relates to Value!
Generally speaking, the size of your 
company can determine the value the 
PEO can bring to the table. If you are 
a company with less than 10 
employees, there is still value to be 
seen but it will be minimal at best. On 
the other hand if you are a company 
with more than 15 employees you 
stand to see a huge value from 
enlisting the services of a PEO. The 
bigger your company the more 
potential cost savings you will see. 
Therefore, you are more likely to enjoy 
the benefits of better valued health 
and ancillary plans. 
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Mini Case Study - The Mold Inspection Company!
Earlier this year we had the opportunity to analyze a local mold inspection company’s workers' 
compensation insurance. At the time we met, they were having trouble getting workers' compensation 
coverage. The problem they ran into was they were working in an industry that was higher in risk. The 
premium they would have to pay being in their industry wouldn’t justify the risk the carrier would take on. !
!
In this case we reached out to our network of PEOs that supply hard to write workers' compensation 
coverage. This is a good example of a small company with 12 employees who was a great match for 
shifting to a PEO. They now enjoy the shift of risk related to workers' compensation, away from their 
company to their PEO provider. This shift allows them to move ahead and focus on growing their 
company with peace of mind, knowing they are covered and they are getting a great value for their 
money. !
!
Just like this example, we have worked with many companies who have trouble obtaining workers' 
compensation insurance coverage in a traditional manner through the open market. PEO’s can help to 
prevent this and reduce costs dramatically.
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Your PEO May Not Be Transparent with Their Fees! ! !
(Taking a Hard Look at the True Cost of a PEO)

The true cost of using a PEO is 
based on a detailed analysis of 
a company’s employee 
benefits, workers' 
compensation insurance, 
employee related taxes and 
the administrative costs.
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Administrative Fees!
The most important thing to understand when you are working with a PEO is to know that you are 
paying what is called a leasing or a co-employment fee. Depending on which PEO you are with, the 
cost can range all over the board. You should know how to determine if the fee you are being charged 
is the appropriate amount based on the size of your company, the amount of risk the PEO is taking on 
and amount of administrative services they will be providing. Having someone who is specialized in this 
field is the best way to know for sure if the fee you are paying is in line with the value you are getting 
from the PEO. A PEO is not regulated here, so it is up to the employer to make sure their fee is not out 
of line. 

For example, let’s say you paid 2.7% on the open market for unemployment taxes. They may charge 
you 5.4% because SUTA is now a portion of the “leasing fee” so they have the flexibility to adjust this for 
their profitability. Therefore, unless you understand how to analyze what they are charging you for, you 
won’t know that you should be paying less. With that said, if you are with a PEO who is charging you 
the correct amount, both parties will be happy and will work well together. 
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Other Costs to Consider!
Taking a different approach to understanding the 
costs of working with a PEO, let’s look at 
insurance rates. If a PEO is being completely 
transparent on their administrative costs, they 
could possibly be over priced on medical rates. 
The objective when moving to a PEO is to try and 
achieve a better value of benefits for the same 
rate you are paying or a lower cost of benefits with 
a similar value to the company and the employee. 
The goal when working with a PEO is to achieve 
more efficiencies by doing business on a larger 
scale than you can as an individual employer. !
!
For example, it doesn’t make sense to hire a PEO 
if your medical costs are consistently 50% higher 
than what you can get on the open market without 
their help.
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Simply put, when shopping for an excellent 
PEO, you should consider these three choices:!
!
1. You can manage everything yourself and stay in 

the open market.!
2. You can hire a PEO to manage everything for 

you but they aren’t proactive in analyzing your 
rates and fees to make sure you are getting the 
best value for your money.!

3. You can work with an experienced PEO broker/
agent and have them proactively analyze your 
rates and fees to find the best value for your 
money.

http://bacbenefits.com/contact
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This points to something else that is very 
important. The longer you are working with a 
PEO, the greater the chance your costs can 
increase. The initial savings of switching from 
one PEO to another or switching from the open 
market to a PEO could be good, but as time goes 
on your situation will inevitably change and your 
company will need another analysis. This is why 
having your numbers analyzed by someone who 
understands how PEOs work will be a great 
benefit to you in the long term.
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Depending on your current position, whether it is the 
open market or switching from another PEO, there are 
many things to consider. Whether your company 
purchases services through the open market or you are 
considering switching from your current PEO, there are 
many factors that will influence your final decision. 
Besides the additional quality services, the PEO can 
bring real bottom line savings. As they say, if you can 
save $1,000, that is much easier than trying to make 
$1,000 in profit. As an example, at a 4% margin, it would 
take $25,000 in sales to net $1,000. !
!
Let’s face it, you are focused on running your business. 
This is where your time and energy should be directed. If 
you can align yourself with a PEO and the analysis 
shows that it makes sense, working with a PEO could be 
a huge savings and an important partner to your 
company’s growth and success. The first step is to 
connect with an expert to analyze your numbers to see if 
there are any cost savings.

Summary
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Want more information?
Connect with one of our experts to 
look at how you can increase 
savings. 

(407) 963-3925
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