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PEO Basics & Key Things You Need to Know

Question 1

What is a Professional Employer
Organization - or PEO?

Question 2

What is “co-employment?”

Question 3

How does a PEO work?

Question 4

Who is responsible for paying employees,
employment taxes, and state unemployment taxes?
Question 5

How about workers’ compensation coverage?

Question 6

Why should clients consider a PEO relationship?
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Question 7

What is the difference between temporary
staffing or employee leasing and a PEO?

Question 8

What businesses can benefit from a PEO
arrangement?

Question 9

How does a PEO benefit PEO clients?

Question 10

How does a PEO benefit employees?

Question 11

Can a client relationship with a PEO help a business
with Health Care Reform compliance?

Conclusion










Question 3
How does a PEO work?

Once an organization and a PEO enter into a
co-employment relationship, both companies share
certain employment responsibilities and the PEO
becomes a co-employer along with the client of the
client organization’s employees.

e  The PEO client continues to manage its business
and marketing operations, providing products or
services to its buyers.

e  The PEO processes payroll, withholds and pays
payroll taxes, maintains workers' compensation
coverage, provides access to employee benefit
programs and provides human resources guidance.

Key Point:

Organizations that enter a PEO relationship do not cede
ownership or lose control over their business. The PEO
typically focuses on employment-related areas — such

as payroll, HR administration, taxes associated with
employment, and benefits — while the PEO client handles
the regular operations of its business.
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PEQO Benefits

PEO Relationship
In many cases, a PEO relationship allows employees of small- and midsized businesses to have access to

Fortune 500®-caliber benefits

v’ Health insurance v’ Retirement savings plans
v’ Life insurance v’ Educational benefits
v’ Dental care V" Exclusive group discounts on products
v Vi and services, and much more.
Vision care

v’ Long- and short-term
disability coverage
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Question 11

Can a client
relationship with a
PEO help a business
with Health Care
Reform compliance?

While the ACA is in place for now, changes may
come around the corner at any time, and they
could be complex. It is important to choose a full
service PEO partner that will ultimately help your
organization stay ahead of Health Care Reform
compliance requirements.

Key Point:

Over 50% think that they are currently at
risk of violating at least one aspect of annual
health care reporting. *
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Health Care Reform support from a full-service PEO
may include:

V" Creation of IRS annual health care v" Compliance with reporting the value of
information returns (Forms 1094-C and health coverage on Forms W-2, and
1035_(:)’ ],c!;.ng t.h? |nfortr.nat|toanI\E/g1 tlhe ltR,S’ v~ Personalized, ongoing consultation and
and providing information to clrents management of ACA requirements to define
employees,

and support each PEO client's ACA
v~ Management of Marketplace/Exchange compliance strategy.
notices and appeals,

V" Generation of notices of coverage,
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PEO Evaluation:

Checklist

Choosing the right Professional Employer Organization will help your business remain in compliance,
leverage the efficiencies of great technology, and facilitate access to comprehensive capabilities that
will benefit your business and its employees. Use this checklist to help you determine the best PEO fit

for your organization!

L1 Are you an IRS certified PEO?
[l How do you charge for your services?
L1 Do you provide a service guarantee?

L1 Will you provide my company with
dedicated support team members?

L1 How would you help protect my company
from employee lawsuits?

L1 Is your health insurance and workers’
compensation insurance fully insured?

L1 Are the benefits premiums you show me the
final, underwritten rates?

1 How many benefits carriers do you
work with?
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On average, how long do your clients remain
with you?

What is the breadth of your compliance
offering - and are there additional fees?

How often do you enhance your technology
platform?

Do you offer worksite employees mobile
access to their payroll, HR, and benefits data?

How do you manage data security?

Would you put me in contact with several of
your current clients?



For more information about
Professional Employer Organizations

please call 1.800.447.3237

or visit www.adptotalsource.com

A more human resource®

IMPORTANT NOTICE: ADP TotalSource publishes this PEO Guidebook free of charge. It is accepted with the understanding that the publisher is not engaged in the
business of rendering legal or accounting advice/services. Please consult your tax or legal advisor should you have any questions on the topics presented.
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