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Advertising and PR . Adding New Services

Outsourcing HR

Advisory firms are
growing and staffs are
burgeoning. Now there’s a
way to buy out of your
personnel headaches.

By David J. Drucker

I'T's ALL 50 SIMPLE WHEN YOUR FIRM 18
just you, but the complexity of managing
employees grows geometrically as you
add bodics and benefit plans. Forunarely,
the opportunities o outsource adminis-
trative (if not professional) rasks are
expanding to keep pace with advisers’
needs. In this case, 1'm tatking about pro-
fessional employer organizations (PEQs),

I becamie aware of PEOs when Norm
Boone, president of Mesaic Financial
Partners of San Francisco, decided there
had to be a better way to manage his and
his 11 emplovees' human resource needs,
“Our overriding strategy is o ger bigger
in the Bay area,” Boone says, “in part by
taking advantage of econamies of scale
wherever they exist. ‘That includes HR
and compliance.”

Muost firms add benefits as profits and
pavrolls grow, eventually creating a pacch-
work of programs. Boone had used a pay-
roll service for paychecks, secured long-
term disability insurance for his staff and
dealt with the ups and downs of workers’
compensation—ijust @ few of the many

LR nieds any fiemn s siae must meer.
As personnel management became
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increasingly unmanageable, Boone hired
HR consultant Karen Cowles, the wife of
ane of his key employees, w advise him.
Ar the same time, Greg Friedman, a
friend of Boone's and developer of the
Junxure-1 CRM software used by advis-
ers, told Boone abour PEQOs. “Greg was
raving about a company that provided
outsourced benefitsolunions,” he recalls.

ECONOMIES OF SCALE
The concept of a PEO fit with Boone's
philosophy. Smaller firms pay more per

head for most benefit programs, so
economies of scale should be sought
whenever possible. & PEG would enable
him to combine workforces with those of
other firms and pay prices for benefies
based on muoch larger numbers.

What was Friedman doing? For his
total staff of six, Friedman went with
Administaff (wwwadministaff.com), a
very large PEQ, “Administaff has a deep
bench,” Friedman says, “For what 1 pay,
not only s my benefit package superior m
anything I've ever had, but we added a
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boatload of benchits. We've got a berer
health plan chat’s about 4% less expen-
sive than the one we had before. When |
run the numbers, 1 found our health insur-
ance savings paid for the entire switchover
to Administaff.”

Friedman was able to add long- and
short-term disability, vision coverage and
prepaid legal services to his benefits
package, “My emplovees arc using these
things,” he savs. "l asked Administall
how they can do this. They said they
have BO000 employvees [effectively in
one group|, so they have tremendous
buying power.”

Thart was enough for Boone; he asked
Cowles to find him a PEO. Cowles
helped  Boone  select  Gevity
(www.gevitycom). Fee structure was an
important factor: “Some PEOs charge a
percentage of wages, whereas others
charge a flat fee per employee. Norm pre-
ferred che lacter,” Cowles savs. “Why pay
extra administrative fees just because you
decide to give an emplovee a bonus?”

What finally sold them on Gevity, in
addition to its fee structure, was that it
had lots of expertise on its support team in
Boone's local area of San Francisco.
"Gevity was also arrractive because it's a
vast entity with many resources we can
tap. Instead of three HR vendors, we're
now just dealing with one,” Boone says.

So how do PEOs work? “It used to be
selling and leasing back employees,”
Boone recalls. “There are still some
PEOs that do that, but most operate as a
service model and don't actually rake
over your employees. Gevity has ‘co-
employer relationships;” the employees
are sull ours but, for tax and benefit pur-
puses, thev're employees of Geviry,
which issues their paychecks.”

Is there an issue with che hours an
employee works for Boone vs. Gevity in
qualifving for benefits? “The hours they
work for us are the hours they work—
period,” he says. "Geviry doesn't come
into the calculation. We repart their hours
on Gevity's website, and Gevity just cuts
checks and delivers benefits.”

MAKING THE SWITCH
This isn't to say that there was a super-
smooth transition from Hoone's do-it-
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Finding a PEO in Your Backyard

Looking to outsource your human resources functions? Does a professional emplover
organization sound like it would make sense for your firm? If so, here's how to find one.

First, you can do your own search for local PECs, These firms belong to a national
membership group, just Hke financial advisers, so that's a good place to start, Go onlineg
and visit the MNational Association of Professional Employer Organizations
{www.napeo.org) and check out their “Find a PEO in My Area” service. Although not all
PEOs are members of NAPED {an online search turned up Administaff, the firm Friedman
uses, bul not Boone's firm, Gevity), it does have about 400 members in 700 offices
throughout the United States.

1f you want to outsource the selection process, you tan employ a middieman to study
your specific needs, help you identify PEDs in your area and develop a request for pro-
posal (RFP) to narrow down the list of eligible PEOs that fit vour circumstances. One such
company is StatiMarket.com (www.statfmarket.com), which turns out to be not only a
middleman salution, but an excellent source of PEQ information for do-it-yourselfers, s
site starts with “What is a PEO” and then helps you identify one for your firm.

Clicking on StaffMarket's “PED List" tab on its home page and selecting the state of
California, for example, you get a list of 64 providers serving that state. The link for each
PEC on the list takes you to a page with detailed information on that PED's profile, types
of clients it won't work with, servites offered and avaiiable employee benefits, (And yes,

Gevity is included in StaffMarket's list, although Administaff is not.)
Whether you choose to take on PEO due diligence yourse!f or hire assistance, NAPEO
and StaffMarket will give you the tools you need. —DJD

vourself methodology to using Geviry,
That wasn't a reflection on Geviry, Boone
says, but a nawural part of a major
busincss-systems transition.

“First we tested payroll, auto deposits

and we did two payrolls of manual
checks," Boone says. “Then, all employ-
ees were brought into a meeting where
we introduced Gevity personnel, It was a
lot like 2 401 (k) enrollment. We went over
the benefits and paperwork. We restarted
their Section 125 flex-pay plans. We had
some complications due to Geviey's bene-
fit cvele starting in a different month than
ours. Buticall gor worked out evenrually.™

Anaother transition glitch Boone dealt
with was Social Security taxes—his own,
“From an employee perspective, 1'd con-
tributed the maximum, buc I had to stare
paving all over again. Also, the emplovyer
portion was an issue because now there
were two emplovers [Mosaic and Geviry],
wosaic was in place for the first six
manths and Gevity for the kist six months.
We had ro starr again from zero on Social
Security employer payments.”

Boone compensated by adjusting his
withholding to make up for his personal
overpayments, although there was no
way of getting around the employer par-

tion. In the end, Boone, says, Geviry low-
ered certain costs to make up the differ-
ence. Ultimately, installing any major
new system takes rime, paticnce and an
eve to the ultimate benefits, and PEOs
are no eXceprion.

Whar does it all cost? Savs Boone, “In
our case, we're probably at break-even.
But going forward, we'll have a full menu
of services instead of the partial one we
had before. For example, we now have
emplover liability insurance we didn't
even know about previously. If we're sued
over some emplovee issue, we've gotcov-
erage, and we have Geviry to stand by us,

“It’s not so much that 1 was trying o
solve a problem we had. Rather, I was iry-
ing to create a more efficient system for
the future,” Boone says, “What we have
now is a professional HR deparmment.”
David J. Drucker, MBA, CFP an inde-
pendent financial adviser since [981,
writes, speaks and consults with otker
advisers as President of Drucker Knowl-
edge Systems. Check out his new practice
management portai—Fracie Lifiyil—
at wew.practicelifecycle.com ang fis
newsietter, Virtual Office News,
waw.vinsalofficencws com.
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