The Legal & Business Pitfalls

of a PEO
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Agenda For Today

U The Legal Issues with PEO Contracts

A Scope of Services
A Liabllity for Errors / '};;;,‘i/’f
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A EPLI Coverage
A Terminating Services
U The Business Issues with a PEO
A Transparency Analysis of a PEO
A Stats You Can use to Defend a Case
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Framing The Issue

PEQO’s are gaining
market share

PEQO’s can be confusing

Level the playing field
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Scope of Services

U Needs to be Clear

and Defined -
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understand the :
definitions
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Liability For PEO Errors

U Joint Employer Status

A Employer is responsible for all PEO
errors under the law

U Indemnification provisions
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Liability for PEO Errors

U Indemnification Provisions
A Who is indemnifying
A For what actions
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Indemnification Provisions

Be careful of

A Indemnifying PEO for services they
are contractually required to perform

A Indemnifying PEO for their own
negligence
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Indemnification Provisions

Client shall indemnify, defend and hold PEO
harmless for any and all claims, actions,
liabilities, damages arising out of, or related
to, the services provided by PEO pursuant to
this Agreement of whether such
claims, actions, liabilities and damages result
In whole or in part from PEOQO’s fault or
negligence.
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EPLI Coverage

U Scope
U Conditions To Coverage
U Monetary Limits




EPLI Coverage - Scope

Be careful of provisions which limit
defense of uncovered claims

Could be very costly!
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EPLI Coverage - Conditions

U Must consult with
PEO

U MustfollowP EQO’ s
advice

U PEO retains right to
select counsel and
control defense
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EPLI Coverage - Conditions

U Must maintain compliance with all other
terms of agreement

A can include strict reporting
requirements
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EPLI Coverage - Conditions

Know what happens to
coverage if PEO
contract Is terminated
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EPLI Coverage - Conditions

U May require waiver of legal defenses
and claims of indemnity

In order to qualify for the EPLI benefit,
Client must . . . not attempt to make
PEO liable, or suggest PEO should be
liable for the claim.
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EPLI Coverage

Be aware of group monetary limits — other
compani es’ cl al ms n
coverage!

SDAHU...Educate ~ Legislate ~ Network



Termination of PEO’s Services

U Provisions are often one-sided
U Look at notice requirements

U Should provide ability for Employer to
terminate immediately for cause
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Termination of PEO’s Services

U Often carry severe potential
consequences

U PEO can layoff all employees

U Termination of EPLI insurance or other
benefits

U Possible impact on ongoing litigation
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The PEO Transparency Analysis

U 2 Types (Pre & Post Stage)

U Conducted 400+ analyses
over the past 8 years

U Analyze trends in data
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Top 3 Reasons Employers Look at a PEO

Promise of reduced :

U Benefit costs 50%

U WC costs 35%

U Liability 15%
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Top Reasons Employers DIDN’T Select a PEO

(0 Hidden fees 90%

(I Contractual issues 10%
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Most Common Hidden-Undisclosed Fees

WC Short Rate Penalty

Section 125 ER FICA Credit
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Average Hidden-Undisclosed Proposal Fees

$62,000.00
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% of Employers Who Didn’t Go with a PEO
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Top 3 Reasons Employers Left a PEO

U Lack of transparency 40%

0 Cost 40%

U Legal issues 20%
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Average Timeframe on a PEO

17 Months
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Average Savings from Leaving a PEO
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Question & Answer

-~ U Wendy Tucker, Senior
Q- Counsel Procopio
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/\  uScott Maichel, CHRS
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The Legal & Business Pitfalls

of a PEO

Thank you for Attending!
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