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The Common Sense Initiative was established by Executive Order 2011-01K and placed 
within the Office of the Lieutenant Governor. Under the CSI Initiative, agencies should 
balance the critical objectives of all regulations with the costs of compliance by the 
regulated parties.  Agencies should promote transparency, consistency, predictability, and 
flexibility in regulatory activities. Agencies should prioritize compliance over punishment, 
and to that end, should utilize plain language in the development of regulations.  
 
 

Regulatory Intent 

1. Please briefly describe the draft regulation in plain language.   

Please include the key provisions of the regulation as well as any proposed amendments. 

Proposed rules 4123-17-15 through 4123-17-15.7 govern the registration, recognition, and 
regulation of professional employer organizations (PEOs) in Ohio.  A more detailed 
description of key provisions of the rules and amendments can be found in the Executive 
Summary of attached Exhibit A (the rules packet presented to BWC’s Board of Directors). 
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For simplicity, consistency, and to make the rules more user-friendly, BWC is 
recommending the rescission of existing rule 4123-17-15 and replacement of the rule with a 
series of rules as follows:  

4123-17-15    Professional employer organizations.  
4123-17-15.1 PEO agreements.  
4123-17-15.2 Registration and reporting requirements. (Appendix: Registration and 

renewal fees)  
4123-17-15.3 Security requirements. 
4123-17-15.4 Financial requirements.  
4123-17-15.5 Self-Insuring PEOs.  
4123-17-15.6 Client employer information. 
4123-17-15.7 Denial or revocation of PEO registration. 

In connection with the five-year rule review of the PEO rule, BWC noted a discrepancy 
between Revised Code § 4123.291 and rule 4123-14-06, setting forth jurisdiction of the 
Adjudicating Committee with respect to a PEO’s right to appeal the amount of security 
required by the agency to the Adjudicating Committee.  Also included in this rule packet is 
an amendment to correct this discrepancy.  Because this rule does not have an adverse 
business impact, the remainder of this analysis refers specifically to rules 4123-17-15 
through 4123-17-15.7. 

2. Please list the Ohio statute authorizing the Agency to adopt this regulation. 

4121.12, 4121.121, 4121.30, 4123.05, 4125.02 

3. Does the regulation implement a federal requirement?   Is the proposed regulation 
being adopted or amended to enable the state to obtain or maintain approval to 
administer and enforce a federal law or to participate in a federal program?  

If yes, please briefly explain the source and substance of the federal requirement. 

No. 

4. If the regulation includes provisions not specifically required by the federal 
government, please explain the rationale for exceeding the federal requirement. 

Not applicable. 

5. What is the public purpose for this regulation (i.e., why does the Agency feel that there 
needs to be any regulation in this area at all)? 

R.C. § 4125.02 requires BWC to enact rules to administer and enforce R.C. Chapter 4125.  

6. How will the Agency measure the success of this regulation in terms of outputs and/or 
outcomes? 

This rule does not lend itself to measurement; success will be determined based on 
stakeholder feedback. 

 

http://codes.ohio.gov/orc/4121.12
http://codes.ohio.gov/orc/4121.121
http://codes.ohio.gov/orc/4121.30
http://codes.ohio.gov/orc/4123.05
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Development of the Regulation 

7. Please list the stakeholders included by the Agency in the development or initial review 
of the draft regulation.   

If applicable, please include the date and medium by which the stakeholders were initially 
contacted. 

The Bureau worked with various PEOs, Third Party Administrators (TPAs), employer 
representatives, and trade associations including the National Association of Professional 
Employer Organizations (NAPEO) and the Employer Services Assurance Corporation 
(ESAC) to develop the rule changes relating to the five-year review process. Stakeholder 
feedback regarding general operation of our PEO rule – including requests for clarity of 
BWC’s position and transparency by NAPEO – alerted BWC to the need to revisit the 
language of the rules in the five-year rule review process.   

As early as 2011, BWC had stakeholder meetings and forums to develop the requirements for 
Self-Insuring PEOs (now contained in proposed rule 4123-17-15.5).  

8. What input was provided by the stakeholders, and how did that input affect the draft 
regulation being proposed by the Agency? 

BWC received general support for the proposed rules from the Ohio Chamber of Commerce, 
the Ohio National Federation of Independent Businesses (NFIB), the Ohio Farm Bureau, and 
the Ohio Manufacturers’ Association. Prior to the second read with the Board of Directors, 
BWC distributed the rules for input with BWC registered PEOs, approximately 125 other 
stakeholders including Third Party Administrators (TPAs), employer representatives, and 
self-insured employer entities. 

Please see the matrix outlining the suggestions, stakeholder rationale, and BWC response to 
all stakeholders’ feedback, attached as Exhibit B. 

9. What scientific data was used to develop the rule or the measurable outcomes of the 
rule?  How does this data support the regulation being proposed? 

These rules do not lend themselves to scientific data; BWC must rely on stakeholder 
feedback to determine the success of these rules.  

10. What alternative regulations (or specific provisions within the regulation) did the 
Agency consider, and why did it determine that these alternatives were not 
appropriate?  If none, why didn’t the Agency consider regulatory alternatives? 

In addition to those proposed by stakeholders, the agency also examined the statutes and 
rules of other states that govern PEOs to gather understanding of potential alternative 
regulations.  Other state schemes varied from extremely permissive (no regulation of the 
PEO industry) to extremely restrictive (prohibiting operation of SI-PEOs).  S.B. 139 dictated 
a majority of the regulation changes in the rule (see the highlighted gray changes in the 
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Board of Directors packet, attached as Exhibit A).  For the remainder of the proposed rule 
changes, BWC examined its history in regulating PEOs and SI-PEOs to determine the 
appropriate balance of regulation and registration requirements.   

11. Did the Agency specifically consider a performance-based regulation? Please explain. 

Performance-based regulations define the required outcome, but don’t dictate the process 
the regulated stakeholders must use to achieve compliance. 

BWC’s existing rule was a performance-based regulation with respect to the establishment of 
the co-employment relationship.  Feedback from stakeholders and BWC’s experience in 
regulating the industry indicated that the rule as it existed was ambiguous.  BWC evaluated 
the rule and what the appropriate model should be, and proposes changing the rule to specify 
that the maker of wage for federal tax purposes – the employer that pays and reports wages 
under its Federal Employer Identification Number (FEIN) – should be the same employer 
that reports payroll for workers’ compensation purposes.  This simplifies reporting processes 
for employers, avoids potential manipulation of payroll between entities, and allows BWC a 
method to verify proper reporting of payroll if such manipulation is suspected. 

12. What measures did the Agency take to ensure that this regulation does not duplicate an 
existing Ohio regulation?   

BWC is the sole state agency with authority from the Legislature to adopt rules regulating 
PEOs, so there is no conflict or duplication with other administrative code rules.  BWC also 
communicated with the Ohio Department of Insurance in the development of this rule. 

13. Please describe the Agency’s plan for implementation of the regulation, including any 
measures to ensure that the regulation is applied consistently and predictably for the 
regulated community. 

Prior to the effective date of these rules, BWC will prepare a compliance guide to distribute 
to all registered PEOs.  A summary of changes will be made available electronically. 

To the extent PEOs currently registered with BWC will be adversely impacted by the 
proposed rule changes, the BWC Employer Services division will work with these PEOs to 
develop a plan that will allow a smooth transition for these companies as they come into 
compliance with the requirements of the proposed rules. 

Adverse Impact to Business 

14. Provide a summary of the estimated cost of compliance with the rule.  Specifically, 
please do the following: 

a. Identify the scope of the impacted business community;  

Approximately 200 registered PEOs operating in Ohio will be impacted by these rule 
changes.  To the extent an existing PEO does not comply with proposed rules, clients 
engaged in a PEO relationship may be impacted by changes required of the PEO. 
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b. Identify the nature of the adverse impact (e.g., license fees, fines, employer time 
for compliance); and  

Please see attached Exhibit C. 

c. Quantify the expected adverse impact from the regulation.  

The adverse impact can be quantified in terms of dollars, hours to comply, or other 
factors; and may be estimated for the entire regulated population or for a 
“representative business.” Please include the source for your information/estimated 
impact. 

Please see attached Exhibit C. 

15. Why did the Agency determine that the regulatory intent justifies the adverse impact to 
the regulated business community? 

Please see attached Exhibit C. 

Regulatory Flexibility 

16. Does the regulation provide any exemptions or alternative means of compliance for 
small businesses?  Please explain. 

Use of a PEO entity is not required of small businesses in Ohio; the use of a PEO to comply 
with Ohio’s workers’ compensation requirements is a business decision that small businesses 
undertake.  Small businesses can also use an Administrative Service Organization (ASO) or 
TPA to assist with workers’ compensation compliance. 

A PEO subject to the requirements of this rule can use an Assurance Organization to meet 
securitization requirements of the Revised Code and rules.  PEOs that are related entities can 
use a PEO Reporting Entity to meet the financial reporting requirements of the Revised Code 
and rules.  

17. How will the agency apply Ohio Revised Code section 119.14 (waiver of fines and 
penalties for paperwork violations and first-time offenders) into implementation of the 
regulation? 

BWC applies R.C. § 119.14 on a case-by-case basis. 

18. What resources are available to assist small businesses with compliance of the 
regulation? 

BWC communicates to all registered PEOs with a periodic PEO Newsletter.  

BWC’s Employer Services division will work with PEOs to respond to issues relating to the 
rules, and to allow a smooth transition for PEOs to comply with the proposed rules.   



 

 

Exhibit A: 

PEO Rules Packet Presented to BWC Board of Directors 

  



 
S. Yazback         5/17/2013 

 
 
 

Board of Directors 
Executive Summary 

 
Professional Employer Organizations 

OAC 4123-17-15 

 

Background 
Ohio Revised Code (R.C.) Chapter 4125 permits employers to enter into a contract under which 
employees are leased to a professional employer organization (PEO) for workers’ compensation 
purposes. Under such arrangements, the “leased” employees of the client employer are reported under 
the payroll of the PEO.   

On December 20, 2012, Governor Kasich signed Senate Bill 139 (S.B. 139) into law.  The law establishes 
certain financial capacity requirements for PEOs, clarifies rights and liabilities of PEOs and client 
employers, and makes other changes to the PEO law.  S.B. 139 requires several operational changes to 
BWC’s rule governing PEOs, as explained below. 

In addition to the passage of S.B. 139, Rule 4123-17-15 is due for five-year-rule review no later than July 
1, 2013.  This packet includes recommendations from BWC’s review of the rule according to the rule-
review criteria set forth in  R.C. 119.032: 

(1) Whether the rule should be continued without amendment, be amended, or be rescinded, 
taking into consideration the purpose, scope, and intent of the statute under which the 
rule was adopted; 

(2) Whether the rule needs amendment or rescission to give more flexibility at the local level; 

(3) Whether the rule needs amendment or rescission to eliminate unnecessary paperwork, or 
whether the rule incorporates a text or other material by reference and, if so, whether 
such incorporation meets standards set forth in the Revised Code; 

(4) Whether the rule duplicates, overlaps with, or conflicts with other rules; and 

(5) Whether the rule has an adverse impact on businesses, and whether any such adverse 
impact has been eliminated or reduced. 

In reviewing the rule, the agency is directed by statute to consider the continued need for the rule, the 
nature of any complaints or comments received concerning the rule, and any relevant factors that have 
changed in the subject matter area affected by the rule.   

Recommendations 
For simplicity and to make the rules more user-friendly, the Legal Division is recommending a 
restructuring of the PEO rule into a series of rules. The existing rule 4123-17-15 will be rescinded and 
replaced with a series of rules. 

To allow easier review of the changes being proposed, existing provisions of Rule 4123-17-15 are 
presented in this packet in black, with additions or changes to existing provisions redlined to allow easier 
review.  
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The new rules will be as follows: 

4123-17-15 Professional employer organizations. 
 4123-17-15.1 PEO agreements. 
 4123-17-15.2 Registration and reporting requirements  
   Appendix: Registration and renewal fees 
 4123-17-15.3 Security requirements 
 4123-17-15.4 Financial requirements 
 4123-17-15.5 Self-Insuring PEOs 
 4123-17-15.6 Client employer Information 
 4123-17-15.7  Denial or revocation of PEO registration 

Changes required by S.B. 139  (Blue text highlighted in gray) 

• PEO Reporting Entities – S.B. 139 recognizes PEO Reporting Entities to allow combined financial 
reporting for commonly-owned or commonly-controlled PEOs. These entities must report using 
statements prepared according to Generally Accepted Accounting Principles (GAAP).  The 
requirements for PEO reporting entities can be found in proposed rule 4123-17-15.2(C) on page 14 of 
this packet. 

• Assurance Organizations – S.B. 139 recognizes Assurance Organizations (AOs), which are 
permitted to certify the financial strength of PEOs in lieu of the PEOs submitting security to the 
Bureau.  Under the proposed rules, the Administrator will certify AOs and enter into an MOU with 
each certified AO setting forth the policies and procedures the AO will use to certify a PEO to the 
Bureau, and the financial triggers that will require the AO to provide notice of change in the financial 
circumstances of a PEO to the Bureau.  The requirements for AOs can be found in proposed rule 
4123-17-15.3(C), beginning on page 17 of this packet. 

• Financial Requirements – S.B. 139 requires PEOs submit GAAP-audited financial statements on an 
annual basis to the Bureau. If these financial statements do not reflect positive working capital 
(defined in statute as excess of current assets over current liabilities), the PEO must submit the 
following to the Bureau on a quarterly basis: 

1. A quarterly financial statement; 
2. An attestation of the chief executive officer (CEO) that the PEO has paid all wages, taxes, 

workers’ compensation premiums, and employee benefits; and 
3. Security to cover the deficit in working capital (such security is in addition to any security 

required through the registration process). 
Financial requirements can be found in proposed rule 4123-17-15.4, on page 19 of this packet. 

• Client Employer Information 

o S.B. 139 requires PEOs to report each client employer’s payroll, claims, and manual classification 
data separately to the Bureau (this provision is added to the obligations of a PEO found in 4123-
17-15(D), on page 10 of this packet).  

o S.B. 139 requires PEOs to provide a client employer with all information regarding premiums, 
payroll, claims, indemnity and benefits paid for those claims, claim reserves, and any other 
information available to the PEO from the Bureau. If the PEO fails to comply with the client 
employer’s request within 45 days, the Bureau will investigate, and, if appropriate, provide that 
information to the client employer at the expense of the PEO.  The Bureau will advise all the 
PEO’s client employers of any failure to comply with this statutory requirement.  The provisions 
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regarding client employer information can be found in proposed rule 4123-17-15.6, on page 22 of 
this packet). 

• Other changes (parentheses indicate location in proposed rules and page in packet): 

o The CEO must attest to the accuracy of the data submissions in the registration and renewal 
process. (4123-17-15.2(A)(2)(i), page 13) 

o A PEO must report any transfer of employees between related PEOs or PEO reporting entities to 
the Bureau within 14 calendar days of transfer. (4123-17-15.1(A)(4), page 12) 

o A PEO must provide a semi-annual report of its client employers and total workforce to the 
Bureau. (4123-17-15.2(B), page 13) 

o The Administrator may permit limited registration of PEOs that do not have operations in Ohio 
and coemploy fewer than 50 employees in Ohio. (4123-17-15.2(D), page 14) 

o The Bureau must maintain a list of PEOs and PEO reporting entities that are registered with the 
bureau (4123-17-15.2(E), page 15) 

Recommendations from five-year rule review (Blue text) 

In addition to changes required by the passage of S.B. 139, staff are recommending the following 
changes in operation to the existing PEO rule as part of the five-year rule review: 

• Clarification regarding tax reporting of wages for shared employees – Staff recommends 
clarification of the obligation of the PEO to pay and report wages for shared employees to align BWC 
practice with federal tax reporting requirements.  This recommendation was the result of stakeholder 
input regarding inconsistencies among PEO operations. 

• Clarification regarding partial lease agreements – To align the rules with federal tax reporting 
requirements and clarify responsibilities regarding payment of workers’ compensation premiums and 
claims, staff is proposing specifying the following regarding partial lease agreements: 

1. The PEO must pay and report wages for shared employees under the tax identification 
number of the PEO for federal tax purposes. 

2. The PEO must report payroll for all shared employees under its BWC policy number.  The 
client employer must report all other payroll under its BWC policy number. 

3. The PEO and client employer cannot split employees within a manual classification between 
the PEO and client employer.  All employees within a manual classification must be reported 
under either the PEO or the client employer. 

These changes can be found in proposed rule 4123-17-15(C), beginning on page 9 of the packet.  

• Increased application and renewal fees for PEOs – BWC’s existing initial registration and renewal 
fees ($100 and $25, respectively) do not adequately reflect the costs associated with processing of 
these applications.  After examining fees in other states and considering the costs of processing 
applications, staff recommends an increase in fees to $1,000 for initial registration and $250 for 
renewal.  Proposed application fees can be found in the appendix to rule 4123-17-15.2, on page 16 of 
this packet). 

• Codification of SI-PEO policy into rule – To address the existence of self-insuring professional 
employer organizations (SI-PEOs) and increase transparency in the Bureau’s dealings with SI-PEOs, 
staff is recommending the adoption of Rule 4123-17-15.5 (beginning on page 20 of this packet).  This 
rule has been developed after more than a year of discussion with stakeholders in the community, 
and codifies BWC’s existing policies.   

Additional grammatical changes are proposed throughout to enhance clarity of the rules. 
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4123-17-15 Professional employer organization (PEO) agreements. 
 
(A) This rule is promulgated pursuant to Chapter 4125 of the Ohio Revised Code. 
 

(1) "Professional employer organization" or "PEO" means a sole proprietor, partnership, association, 
limited liability company, or corporation that enters into an agreement with one or more client 
employers for the purpose of coemploying all or part of the client employer's workforce at the 
client employer's work site.  "Professional employer organization" or "PEO" does not include a 
temporary service agency. 

 
(2) "Client employer" means a sole proprietor, partnership, association, limited liability company, or 

corporation that enters into a PEO agreement and is assigned shared employees by the PEO.  
"Client employer" does not mean an employer who is a noncomplying employer as defined in 
rule 4123-14-01 of the Administrative Code. 

 
(3) "Coemploy" means the sharing of the responsibilities and liabilities of being an employer. 

 
(4) "Shared employee" means an individual intended to be assigned to a client employer on a 

permanent basis, not as a temporary supplement to the client employer's workforce, who is 
coemployed by a professional employer organization and a client employer pursuant to a 
professional employer organization agreement. 

 
(5) "Temporary service agency" means an employer which is in the business of employing 

individuals for the purpose of utilizing the services of the individuals for a temporary period of 
time. 

 
(6) "PEO agreement" means a written contract to coemploy employees between a professional 

employer organization and a client employer with a duration of not less than twelve months.  
The agreement is intended to be, or is, ongoing rather than temporary in nature. 

 
(B) A PEO must perform the following functions: 
 

(1) Provide written notice to each shared employee it assigns to a client employer of the relationship 
between and the responsibilities of the PEO and the client employer; 

 
(2) Assume responsibility for payment of wages, related taxes and workers' compensation premiums 

for shared employees as established within the PEO agreement.  The responsibility of making 
the payment is not contingent on receipt of payment from client; 

 
(3) Be responsible for maintaining both adequate and required employment-related records for 

employees, and for reporting such information as may be required by appropriate governmental 
agencies; 

 
(4) Comply with applicable state laws regarding workers' compensation insurance coverage. 

 
(5) Maintain complete records, separately listing the payroll and claims of its client employers for 

each payroll reporting period. The payroll shall be kept in a manner that clearly identifies the 
appropriate manual classifications assigned to each client employer to which the payroll should 
be reported and the amount of premiums paid.  Claims shall be separately identified according 
to the client employer. 
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(6) Maintain workers' compensation coverage, pay all workers' compensation premiums and manage 

all workers' compensation claims, filings, and related procedures associated with a shared 
employee in compliance with Chapters 4121. and 4123. of the Revised Code, except that when 
shared employees include family farm officers, ordained ministers, sole proprietors, partners, 
individuals incorporated as a corporation, or corporate officers of the client employer, payroll 
reports shall include the entire amount of payroll associated with those persons; 

 
(7) When the payroll of family farm officers, ordained ministers, sole proprietors, partners,  

individuals incorporated as a corporation or corporate officers of a client employer is reported 
under the PEO's policy, it will not be subject to the payroll reporting limitations pursuant to 
rules 4123-17-07 and 4123-17-30 of the Administrative Code if the PEO reports wages for the 
client employer under the PEO policy. 

 
(8) Within fourteen days after receiving notice from the bureau of workers' compensation that a 

refund or rebate will be applied to workers' compensation premiums, provide a copy of that 
notice to any client employer to whom that notice is relevant. 

 
(C) Where a client employer enters into a PEO agreement: 
 

(1) Each client employer must establish and maintain an individual account with the bureau. 
 
(2) The PEO shall be considered the succeeding employer, solely for purpose of workers' 

compensation experience, and shall be subject to rule 4123-17-02 of the Administrative Code, 
basic or manual rate, whereby all or part of the experience of the client employer is transferred 
to the PEO policy for rate making purposes. 

 
(3) If the PEO agreement between a PEO and a client employer is terminated, or if the PEO declares 

bankruptcy or ceases operation in Ohio, the PEO must notify the bureau and each client 
associated with that PEO within fourteen days from the effective date of termination and 
identify on the UA-3, AC-18 and AC-19 forms the portion of the experience of the PEO related 
to the client employer shall be transferred to the client employer. 

 
(D) A PEO shall notify the bureau within thirty days when entering into or changing the type of PEO 

agreement using the UA-3 PEO notification form.  The PEO shall complete the form in its entirety 
and indicate if the claims and payroll will be reported under the PEO's policy or the client employer's 
policy and also listing the manual classifications for the client employer if payroll is to be reported 
under the PEO policy.   If the bureau is not notified within the thirty days, the bureau will recognize 
the PEO agreement on the date the bureau receives the UA-3 form and the client employer shall be 
responsible for reporting payroll and claims under the client employer's individual policy until the 
recognized effective date of the agreement. 

 
(E) A PEO which enters into a  PEO agreement with a noncomplying employer or a  PEO which fails to 

comply with this rule shall not be considered the employer for workers' compensation purposes. In 
these instances the payroll of the shared employees shall be reported by the client employer under its 
workers' compensation risk number for workers' compensation premium and claims purposes, unless 
prohibited by Federal law. Claims that are filed by the client employer's shared employees shall be 
charged to the experience of the client employer. 
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(F) The bureau will not recognize a PEO agreement between a PEO and an out of state client employer 
where the employees of the out of state client employer does not meet the jurisdictional requirements 
to receive Ohio workers' compensation benefits as provided in section 4123.54 of the Revised Code. 

 
(G) The PEO shall register with the bureau not later than thirty days after the effective date of Chapter 

4125. of the Revised Code or not later than thirty days after the formation of a PEO, whichever date 
occurs later. A PEO operating in this state shall register annually with the administrator of the bureau 
of workers' compensation on forms provided by the administrator. 

 
(1) The PEO shall submit an initial registration fee in the amount of one hundred dollars and a 

renewal fee of twenty five dollars for each PEO policy to the bureau on or prior to December 
31st of each year.  An increase of the fee for any year shall not exceed thirty percent. 

 
(2) The PEO shall submit to the bureau all information as required in section 4125.05 of the Revised 

Code when registering with the bureau: 
 

(a) A list of each of the professional employer organization's client employers current as of the 
date of registration for purposes of initial registration or current as of the date of annual 
registration renewal, or within fourteen days of adding or releasing a client, that includes the 
client employer's name, address, federal tax identification number, and bureau of workers' 
compensation risk number; 

 
(b) The name or names under which the professional employer organization conducts business; 
 
(c) The address of the professional employer organization's principal place of business and the 

address of each office it maintains in this state; 
 
(d) The professional employer organization's taxpayer or employer identification number; 
 
(e) A list of each state in which the professional employer organization has operated in the 

preceding five years, and the name, corresponding with each state, under which the 
professional employer organization operated in each state, including any alternative names, 
names of predecessors, and if known, successor business entities. 

 
(H) Except to the extent necessary for the administrator to administer the statutory duties of the 

administrator and for employees of the state to perform their official duties, all records, reports, 
client lists, and other information obtained from a PEO under paragraph (G) of this rule are 
confidential and shall be considered trade secrets and shall not be published or open to public 
inspection.  "Trade secret" has the same meaning as in section 1333.61 of the Revised Code. 

 
(I) When an employer contacts the bureau of workers' compensation to determine whether a particular 

professional employer organization is registered, if the administrator has denied or revoked that 
professional employer organization's registration or rescinded its status as a coemployer, and if all 
administrative appeals are not yet exhausted when the employer inquires, the appropriate bureau 
personnel shall inform the inquiring employer of the denial, revocation, or rescission and the fact that 
the professional employer organization has the right to appeal the administrator's decision. 

 
(J) Except as permitted in paragraph (K) of this rule,  a PEO shall provide security in the form of a bond 

or letter of credit assignable to the bureau not to exceed an amount equal to the workers' 
compensation premiums and assessments incurred for the two most recent payroll reporting periods 
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pursuant to paragraph (A) of rule 4123-17-14 of the Administrative Code, prior to any discounts or 
dividends. 

 
(1) The amount of security required for each PEO policy shall be evaluated annually. 
 
(2) The security shall be provided to the bureau annually on or prior to the 31st day of December. 
 
(3) The administrator shall determine the amount of security for a PEO policy that has not paid 

premiums and assessments in the two most recent payroll periods. 
 
(4) A PEO may appeal the amount of the security required pursuant to this section in accordance 

with section 4123.291 of the Revised Code. 
 
(K) As an alternative to providing security in the form of a bond or letter of credit, the administrator shall 

permit a PEO to make advance payments of premiums and assessments to the bureau or to submit 
proof of being certified by either a nationally recognized organization approved by the administrator 
that certifies PEOs or by a government entity approved by the administrator. 

 
(1) A PEO electing to make advance payments of premiums and assessments shall make such 

payments by utilizing the bureau's online payment system.  The PEO electing to make advance 
payments of premiums and assessments shall report the estimated payroll and pay the premiums 
for the month by the fifth day of that month. 

 
(2) A PEO electing to make advance payments of premiums and assessments who fails to report 

payroll and pay premiums timely pursuant to paragraph (K)(1) of this rule shall provide to the 
bureau security in the form of a bond or letter of credit and may not be permitted to utilize the 
advance payment option for a  minimum of the remainder of the policy year.  Subsequent 
failure to report payroll and pay premiums timely utilizing the advance payment option may 
result in forfeiture of this option and require a posting of bond or letter of credit. 

 
(3) A PEO the administrator has recognized as being certified by a nationally recognized 

organization or government entity must notify the bureau within fourteen days of losing that 
certification. 

 
(L) The Administrator may deny registration or revoke the registration of a PEO and rescind its status as a 

coemployer upon finding that the PEO has done any of the following: 
 

(1) Obtained or attempted to obtain registration through misrepresentation, misstatement of a 
material fact, or fraud; 

 
(2) Misappropriated any funds of the client employer; 
 
(3) Used fraudulent or coercive practices to obtain or retain business or demonstrated financial 

irresponsibility; 
 
(4) Failed to appear, without reasonable cause or excuse, in response to a subpoena lawfully issued 

by the administrator; 
 
(5) Failed to comply with the requirements in accordance with this rule. 
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(M) The administrator's decision to deny or revoke a PEO's registration or to rescind its status as a 
coemployer is stayed pending the exhaustion of all administrative appeals by the PEO. 

 
(N) Upon revocation of the registration of a PEO, each client employer associated with that PEO shall file 

payroll reports and pay workers' compensation premiums directly to the administrator on its own 
behalf at a rate determined by the administrator based solely on the claims experience of the client 
employer. 
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4123-17-15  Professional employer organizations. 
  
(A) Definitions. 
 

As used in rules 4123-17-15 to 4123-17-15.7 of the Administrative Code: 
 

(1) "Professional employer organization" or "PEO" has the same meaning as defined in section 4125.01 of 
the Revised Code. means a sole proprietor, partnership, association, limited liability company, or 
corporation that enters into an agreement with one or more client employers for the purpose of 
coemploying all or part of the client employer's workforce at the client employer's work site.  
Requirements for PEOs that coemploy a part of a client employer’s workforce are set forth in 
paragraph (C) of this rule.  "Professional employer organization" or "PEO" does not include a 
temporary service agency that is in the business of employing individuals for the purpose of utilizing 
the services of the individuals for a temporary period of time.  

 
(2) "Client employer" has the same meaning as defined in section 4125.01 of the Revised Code. means a 

sole proprietor, partnership, association, limited liability company, or corporation that enters into a 
PEO agreement and is assigned shared employees by the PEO.  "Client employer" does not mean an 
employer who is a noncomplying employer as defined in rule 4123-14-01 of the Administrative Code. 

 
(3) "Coemploy" has the same meaning as defined in section 4125.01 of the Revised Code, and requires that 

employee wages are paid by and reported under the tax identification number of the PEO for federal 
tax purposes.  means the sharing of the responsibilities and liabilities of being an employer. 

 
(4) "PEO agreement" means a written contract to coemploy employees between a professional employer 

organization and a client employer with a duration of not less than twelve months. professional 
employer organization agreement as defined in section 4125.01 of the Revised Code. The agreement is 
intended to be, or is, ongoing rather than temporary in nature. 

 
(4)  “PEO reporting entity” means a professional employer organization reporting entity as defined in 

section 4125.01 of the Revised Code. 
 

(5)  “Assurance organization,” “coemploy,” “shared employee,” “trade secret,” and “working capital” have 
the same meaning as defined in section 4125.01 of the Revised Code. 
 

(B) Where a PEO is required to give notice, register, or make a report to the bureau under rules 4123-17-15 to 
4123-17-15.7 of the Administrative Code, the PEO shall do so on forms prescribed by the bureau.  Forms 
must be completed in full, as determined by the bureau, for such notice, registration, or report to be 
effective. 

 
(C)  Partial Leases. 
 

(1) A PEO may enter into a PEO agreement to coemploy part of a client employer’s workforce for workers’ 
compensation purposes only to the extent wages are paid by and reported under the tax identification 
number of the PEO for federal tax purposes.  
  

(2) Under such partial lease agreement, the PEO shall report under its workers’ compensation risk number 
the payroll associated with the wages paid by and reported by the PEO for federal tax purposes under 
the PEO’s tax identification number.  The client employer shall report under its workers’ compensation 
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risk number all payroll associated with wages not paid by and not reported under the PEO’s tax 
identification number.  
 

(3) All of a client employer’s payroll within a manual classification must be reported in its entirety under 
either the workers’ compensation risk number of the PEO or client employer; such payroll may not be 
split between the PEO and client employer. 

 
(D)  Obligations of a PEO. 
 

A PEO must perform all of the following functions: 
 

(1) Provide written notice to each shared employee it assigns to a client employer of the relationship 
between and the responsibilities of the PEO and the client employer.; 

 
(2) Assume responsibility for payment of Pay wages , related and payroll taxes and workers' compensation 

premiums for associated with shared employees as established within the PEO agreement. The 
responsibility of for making the payments under this section is not contingent on receipt of payment 
from the client employer;.  Shared employee wages must be paid by and reported under the tax 
identification number of the PEO for federal tax purposes. 

 
(3) Be responsible for maintaining both adequate and required employment-related records for employees, 

and for reporting such information as may be required by appropriate governmental agencies;. 
 

(4) Comply with applicable state laws regarding workers' compensation insurance coverage. 
 

(5) Maintain complete records, separately listing the payroll and claims of its client employers for each 
payroll reporting period. The pPayroll shall be kept in a manner that clearly identifies the appropriate 
manual classifications assigned to each client employer,  to which the the payroll should be reported in 
each manual classification, and the amount of premiums paid for each client employer for each payroll 
period covered in the PEO agreement.  Claims shall be separately identified according to the client 
employer. 

 
(6) Report individual client employer payroll, claims, and classification data under a separate and unique 

subaccount to the bureau. 
 
(7) Maintain workers' compensation coverage, pay all workers' compensation premiums and manage all 

workers' compensation claims, filings, and related procedures associated with a shared employee in 
compliance with Chapters 4121. and 4123. of the Revised Code, except that when shared employees 
include family farm officers, ordained ministers, sole proprietors, partners, individuals incorporated as 
a corporation, or corporate officers  or elective coverage persons as those terms are defined in 4123-
17-07 of the Administrative Codeof the client employer, payroll reports shall include the entire 
amount of payroll associated with those persons and shall not be subject to the weekly minimum and 
maximum provided in rule 4123-17-30 of the Administrative Code.;  The PEO must maintain 
workers’ compensation coverage under its workers’ compensation risk number for all payroll reported 
under its tax identification number for federal tax purposes. 

 
(7) When the payroll of family farm officers, ordained ministers, sole proprietors, partners,  individuals 

incorporated as a corporation or corporate officers of a client employer is reported under the PEO's 
policy, it will not be subject to the payroll reporting limitations pursuant to rules 4123-17-07 and 
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4123-17-30 of the Administrative Code if the PEO reports wages for the client employer under the 
PEO policy. 

 
(8) Within fourteen days after receiving notice from the bureau of workers' compensation that a refund or 

rebate will be applied to workers' compensation premiums, provide a copy of that notice to any client 
employer to whom that notice is relevant. 
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4123-17-15.1   PEO agreements.  
 
(A) Where a client employer enters into a PEO agreement: 
 

(1) Each client employer must establish and maintain an individual account with the bureau. 
 

(2) The PEO shall be considered the succeeding employer, solely for purposes of workers' compensation 
experience, and shall be subject to rule 4123-17-02 of the Administrative Code, basic or manual rate, 
whereby all or part of the experience of the client employer is transferred to the PEO policy for rate 
making purposes. 

 
(3) If the PEO agreement between a PEO and a client employer is terminated, or if the PEO declares 

bankruptcy or ceases operation in Ohio, the PEO must notify the bureau and each client associated 
with that PEO within fourteen days from the effective date of termination.  The PEO shall  and 
identify on the UA-3, AC-18 and AC-19 forms prescribed by the bureau the portion of the experience 
of the PEO related to the client employer that shall be transferred to the client employer. 

 
(4) A PEO shall report any transfer of employees between related PEO entities or PEO reporting entities to 

the bureau within fourteen calendar days after the date of the transfer. The PEO or PEO reporting entity 
shall include in the report all client payroll and claim information regarding the transferred employees 
and a notice of all workers’ compensation claims that have been reported to the PEO or PEO reporting 
entity in accordance with the internal reporting policies of the PEO or PEO reporting entity.   

 
(B) A PEO shall notify the bureau within thirty days when entering into or changing the type of PEO agreement. 

using the UA-3 PEO notification form.  The PEO shall complete the form in its entirety and indicate if the 
claims and payroll will be reported under the PEO's policy or the client employer's policy and also listing 
For payroll reported under the PEO’s policy, the PEO must list payroll within the existing  the manual 
classifications of for the client employer. if payroll is to be reported under the PEO policy.   If the bureau is 
not notified within the thirty days, the bureau will recognize the PEO agreement on the date the bureau 
receives the UA-3 form notice and the client employer shall be responsible for reporting payroll and claims 
under the client employer's individual policy until the recognized effective date of the agreement. 

 
(C) A PEO which enters into a  PEO agreement with a noncomplying employer or a  PEO which fails to comply 

with this rulerules 4123-17-15 to 4123-17-15.7 of the Administrative Code shall not be considered the 
employer for workers' compensation purposes. In these instances the payroll of the shared employees shall 
be reported by the client employer under its workers' compensation risk number for workers' compensation 
premium and claims purposes, unless prohibited by Federal law. Claims that are filed by the client 
employer's shared employees shall be charged to the experience of the client employer. 

 
(D) The bureau will not recognize a PEO agreement between a PEO and an out of state client employer where 

the employees of the out of state client employer does not have sufficient contacts with Ohio to meet the 
jurisdictional requirements for coverage. meet the jurisdictional requirements to receive Ohio workers' 
compensation benefits as provided in section 4123.54 of the Revised Code. 
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4123-17-15.2  Registration and reporting requirements.  
 
(A) The PEO shall register with the bureau not later than thirty days after the effective date of Chapter 4125. of 

the Revised Code or not later than thirty days after the formation of a the PEO, whichever date occurs later. 
A PEO operating in this state shall register annually with the administrator of the bureau of workers' 
compensation on forms provided by the administrator. 

 
(1) The PEO shall submit an initial registration fee as set forth in the appendix to this rule with its initial 

application.  The PEO shall submit an annual renewal fee as set forth in the appendix to this rule in the 
amount of one hundred dollars and a renewal fee of twenty five dollars for each PEO policy to the 
bureau on or prior to December 31st thirty-first of each year.  An increase of the fee for any year shall 
not exceed thirty percent. 

 
(2) The PEO shall submit to the bureau all information as required in section 4125.05 of the Revised 

Codethe following information when registering with the bureau: 
 

(a) A list of each of the professional employer organizationPEO's client employers current as of the 
date of registration for purposes of initial registration or current as of the date of annual 
registration renewal, or within fourteen days of adding or releasing a client, that includes the 
client employer's name, address, federal tax identification number, and bureau of workers' 
compensation risk number; 

 
(b) The name or names under which the professional employer organizationPEO conducts business; 

 
(c) The address of the professional employer organizationPEO's principal place of business and the 

address of each office it maintains in this state; 
 

(d) The professional employer organizationPEO's taxpayer or employer identification number; 
 

(e) A list of each state in which the professional employer organizationPEO has operated in the 
preceding five years, and the name, corresponding with each state, under which the professional 
employer organizationPEO operated in each state, including any alternative names, names of 
predecessors, and if known, successor business entities. 

 
(f)  A list of all corporate officers of the PEO. 
 
(g)  A list of all related corporate entities. 
 
(h)  The most recent financial statement prepared and audited in accordance with rule 4123-17-15.4 of 

the Administrative Code.  Such financial statement must be no older than thirteen months at the 
time it is submitted to the bureau.   

 
(i) An attestation of the accuracy of the data submissions from the chief executive officer of the PEO. 
 
(j) Security as required under rule 4123-17-15.3 of the Administrative Code. 
 

(B)  No later than June thirtieth and December thirty-first of each year, the PEO shall provide a semi-annual 
report of its client employers and total workforce to the bureau.    
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(C) A PEO reporting entity that will complete the financial reporting requirements of this chapter for commonly 
owned or controlled PEOs must register with the bureau and pay an initial registration fee as set forth in the 
appendix to this rule.   

 
(1) The PEO reporting entity submit the following information when registering with the bureau: 

 
(a) A list of each of the PEOs for which the PEO reporting entity will complete financial reporting 

requirements; 
 

(b) The name or names under which the PEO reporting entity conducts business; 
 

(c) The address of the PEO reporting entity's principal place of business and the address of each office 
it maintains in this state; 

 
(d) The PEO reporting entity's taxpayer or employer identification number; 

 
(f)  A list of all corporate officers of the PEO reporting entity; 
 
(g)  The most recent financial statement prepared and audited in accordance with the appendix to this 

rule.  Such financial statement must be no older than thirteen months at the time it is submitted to 
the bureau;  

 
(h) Security as required under rule 4123-17-15.3 of the Administrative Code; and 
 
(i) An attestation of the accuracy of the data submissions from the chief executive officer of the PEO 

reporting entity. 
 

(2) The PEO reporting entity must renew such registration and pay an annual renewal fee as set forth in the 
appendix to this rule no later than December thirty-first of each year.   

 
(D) The administrator may grant limited registration to a PEO for reasons specified by the administrator in the 

certificate of limited registration if the PEO provides all of the following items: 
 

(1) A properly executed request for limited registration on a form prescribed by the bureau; 
 

(2) A limited registration fee as set forth in the appendix to this rule; 
 

(3) All information required for registration in paragraphs (A)(2)(a) to (A)(2)(j) of this rule; and 
 

(4) Information and documentation necessary to show that the PEO satisfies all of the following criteria: 
 

(a) The PEO is domiciled outside of Ohio and does not maintain an office in the state;  
 

(b) The PEO is licensed or registered as a PEO in another state; 
 

(c) The PEO does not participate in direct solicitations for client employers located or domiciled in 
Ohio; and 

  
(d) The PEO has fifty or fewer shared employees employed or domiciled in Ohio on any given day.    
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For purposes of this paragraph, a PEO is not domiciled outside of Ohio if a commonly owned or 
otherwise related corporate entity is domiciled in Ohio or maintains an office in the state. 

 
(5) The administrator may require security of the limited registration PEO pursuant to rule 4123-17-15.3 of 

the Administrative Code. 
 
(E) The bureau shall maintain a list of PEOs and PEO reporting entities registered under this rule that is readily 

available to the public. 
 
(F) Except to the extent necessary for the administrator to administer the statutory duties of the administrator 

and for employees of the state to perform their official duties, all records, reports, client lists, and other 
information obtained from a PEO or PEO reporting entity under this rule are confidential and shall be 
considered trade secrets and shall not be published or open to public inspection.  "Trade secret" has the 
same meaning as in section 1333.61 of the Revised Code. 
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4123-17-15.2 
Appendix 

 
Registration and Renewal Fees 
 
 (A) Initial registration fees.   
 

The following fees shall be required with submission of initial registration: 
 

(1) For each PEO, one thousand one hundred dollars. 
 
(2) For a PEO reporting entity, one thousand dollars for each PEO within the PEO reporting entity. 

 
(3) For an assurance organization, five hundred dollars. 
 
(4) For a limited registration PEO as set forth in paragraph (D) of rule 4123-17-15.2 of the Administrative 

Code: one hundred dollars.   
 
(B) Renewal Fees. 
 

The following fees shall be required on an annual basis upon the submission of a request for the renewal of 
a registration: 
 
(1) For each PEO, two hundred and fifty twenty five dollars. 
 
(2) For a PEO reporting entity, two hundred and fifty dollars for each PEO within the PEO reporting entity. 
 
(3) For an assurance organization, five hundred dollars. 
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4123-17-15.3 Security Requirements. 
 
(A) Except as permitted in paragraphs (B) and (C) of this rule, a PEO shall provide security in the form of a 

bond or irrevocable letter of credit assignable to the bureau not to exceed an amount equal to the workers' 
compensation premiums and assessments incurred for the two most recent payroll reporting periods 
pursuant to paragraph (A) of rule 4123-17-14 of the Administrative Code, prior to any discounts or 
dividends. 

 
(1) The amount of security required for each PEO policy shall be evaluated at least annually. The bureau 

may, in its discretion, reevaluate the amount of security required for a PEO policy within ninety days 
of receiving notice required under paragraph (B) of rule 4123-17-15.1 of the Administrative Code that 
the PEO has entered into a new PEO agreement or changed an existing PEO agreement. 

 
(2) The security shall be provided to the bureau annually on or prior to the 31st day of December thirty-

first. 
 

(3) The administrator shall determine the amount of security for a PEO policy that has not paid premiums 
and assessments in the two most recent payroll periods. 

 
(4) A PEO may appeal the amount of the security required pursuant to this section in accordance with 

section 4123.291 of the Revised Code. 
 
(B) As an alternative to providing security in the form of a bond or irrevocable letter of credit, the administrator 

shall permit a PEO to make advance payments of premiums and assessments to the bureau or to submit 
proof of being certified by either a nationally recognized organization approved by the administrator that 
certifies PEOs or by a government entity approved by the administrator. 

 
(1) A PEO electing to make advance payments of premiums and assessments shall make such payments by 

utilizing the bureau's online payment system.  The PEO electing to make advance payments of 
premiums and assessments shall report the estimated payroll and pay the premiums for the month by 
the fifth day of that month. 

 
(2) A PEO electing to make advance payments of premiums and assessments who fails to report payroll 

and pay premiums timely pursuant to paragraph (B)(1) of this rule shall provide to the bureau security 
in the form of a bond or irrevocable letter of credit and may not be permitted to utilize the advance 
payment option for a  minimum of the remainder of the policy year.  Subsequent failure to report 
payroll and pay premiums timely utilizing the advance payment option may result in forfeiture of this 
option and require a posting of bond or irrevocable letter of credit. 

 
(3) A PEO the administrator has recognized as being certified by a nationally recognized organization or 

government entity must notify the bureau within fourteen days of losing that certification. 
 
(C) As an alternative to requiring security in the form of a bond or irrevocable letter of credit, the administrator 

shall accept the certification of a PEO by an assurance organization approved by the administrator to 
make such certification. 

 
(1) An assurance organization desiring to be approved by the administrator to certify PEOs under this 

rule shall: 
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(a) Submit a written request for approval to the administrator in conjunction with an initial 
registration fee as set forth in rule 4123-17-15.2 of the Administrative Code.  Such written request 
must include: 

 
(i) Evidence that the assurance organization has documented qualifications, standards, and 

procedures used to certify PEOs. 
 

(ii) A description of the assurance organization’s compliance monitoring services. 
 
(iii) Evidence that the assurance organization is licensed by one or more states to certify the 

qualifications of a PEO or PEO reporting entities.     
 

(b) Apply for renewal of approval on an annual basis, and submit an annual renewal fee as set forth in 
the appendix to rule 4123-17-15.2 of the Administrative Code.   
 

(2) Upon the administrator’s approval of an assurance organization, the assurance organization and the 
bureau shall enter into a memorandum of understanding setting forth, at a minimum: 

(a) The policies and procedures with which the assurance organization will comply in certifying a 
PEO to the bureau; and  

(b) The circumstances under which the assurance organization shall provide notice of change in the 
financial circumstances of a PEO it has certified under this rule.    

Failure to comply with such memorandum of understanding may result in immediate revocation of the 
administrator’s approval of the assurance organization. 
 

(3) The administrator’s approval of an assurance organization is not transferrable to successor corporate 
entities.  
 

(4) Upon the bureau’s request, an assurance organization must provide to the bureau all information 
requested regarding a PEO it has certified that has failed to pay its workers compensation premium 
and assessments, audit findings, or other moneys due and owing the bureau within thirty days of the 
due date. Failure to provide such information within thirty days of the request will result in the 
administrator’s revocation of approval for the assurance organization to make certification under this 
rule. 

 
(5)  If the administrator revokes the approval of an assurance organization to make certification under this 

rule, any PEO certified by that assurance organization shall have sixty days to provide evidence of 
certification by another assurance organization, submit security under paragraph (A) of this rule, or 
make advance payments as set forth in paragraph (B) of this rule.   
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4123-17-15.4  Financial Requirements 
 
(A) A PEO shall prepare financial statements in accordance with generally accepted accounting principles and 

submit them electronically for registration and registration renewal pursuant to section 4125.05 of the 
Revised Code. 

(1) The financial statements shall be audited by an independent certified public accountant authorized to 
practice in the jurisdiction in which that accountant is located. 

(a) The resulting report of the auditor shall not include either of the following: 

(i) A qualification or disclaimer of opinion as to adherence to generally accepted accounting 
principles; 

(ii) A statement expressing substantial doubt about the ability of the PEO or PEO reporting entity to 
continue as a going concern. 

(b) If a PEO does not have at least twelve months of operating history on which to base financial 
statements, the financial statements shall be reviewed by a certified public accountant. 

 (2) A PEO reporting entity may submit a combined or consolidated financial statement for its member 
PEOs to satisfy the requirements of this paragraph.  If the combined or consolidated financial statement 
includes entities that are not PEOs or that are not in the PEO reporting entity, the controlling entity of 
the PEO reporting entity that is submitting the consolidated or combined financial statement shall 
guarantee that the PEOs of the PEO reporting entity have satisfied the requirements under paragraph (B) 
of this rule and shall include supplemental combining schedules to guarantee that the requirements 
under paragraph (B) of this rule are satisfied by the PEO or PEO reporting entity. 

 
(B) A PEO or PEO reporting entity shall maintain positive working capital at initial or annual registration, as 

reflected in the financial statements submitted to the bureau under paragraph (A)(2)(f) of rule 4123-17-15.2 
of the Administrative Code.   If a deficit in working capital is reflected in the financial statements submitted 
to the bureau, the PEO or the PEO reporting entity shall: 

(1) Submit to the bureau a quarterly financial statement for each calendar quarter during which there is a 
deficit in working capital, accompanied by an attestation of the chief executive officer of the PEO that 
all wages, taxes, workers’ compensation premiums, and employee benefits have been paid by the PEO 
or members of the PEO reporting entity.   

(2) Obtain a bond, irrevocable letter of credit, or securities with a minimum market value in an amount 
sufficient to cover the deficit in working capital.  Such security shall be required in addition to the 
requirements of rule 4123-17-15.3 of the Administrative Code, and shall be held by a depository 
designated by the administrator to secure payment by the PEO or PEO reporting entity of all taxes, 
wages, benefits, or other entitlements due or otherwise pertaining to shared employees, if the PEO or 
PEO reporting entity does not make those payments when due. 

 

Business Impact Analysis: Exhibit A



PROPOSED RULE  
TO BE ADOPTED 

 

20  
 

Key:  Text from original Rule 4123-17-15 
Change required by S.B. 139 
Change proposed in 5 yr. review 
Change from Board 1st Read 

4123-17-15.5  Self-Insuring PEOs  
 
(A) A PEO registered with the bureau under rule 4123-17-15.2 of the Administrative Code may apply to pay 

compensation directly as a self-insuring risk.  

(1) The PEO must meet all eligibility requirements set forth in section 4123.35 of the Revised Code. 

(a) The PEO shall provide five years of financial records as set forth in division (B)(1)(e) of section 
4123.35 of the Revised Code.  The administrator shall not waive this requirement. 

(b) Shared employees will be considered employees of the PEO for the purposes of meeting the 
requirements of division (B)(1)(a) of section 4123.35 of the Revised Code only if both of the 
following criteria are met: 

(i)  The PEO demonstrates to the bureau that it is in compliance with all of the following: 

(a) The duties of organization regarding shared employees set forth in section 4125.03 of the 
Revised Code, as amplified by paragraph (C) of rule 4123-17-15 of the Administrative 
Code;  

(b)  The requirements of section 4125.05 of the Revised Code, as amplified by rules 4123-17-
15.2 and 4123-17-15.3 of the Administrative Code; and 

(c) The requirements of section 4125.07 of the Revised Code, as amplified by paragraphs 
(A)(3) and (A)(4) of rule 4123-17-15.1 of the Administrative Code. 

(ii) All of the client employer’s wages shall be paid and reported under the tax identification 
number of the PEO for federal tax reporting purposes.   

(2) Any PEO application for self-insured status will be referred to the self-insured review panel pursuant to 
paragraph (F)(1) of rule 4123-19-14 of the Administrative Code.  

(3) Any application to add a PEO to an existing self-insured entity will be referred to the self-insured 
review panel pursuant to paragraph (F)(1) of rule 4123-19-14 of the Administrative Code.  

(B) A PEO granted the privilege of self-insured status must do all of the following: 

(1)  Furnish security as provided by paragraphs (F), (G), and (H) of rule 4123-19-03 of the Administrative 
Code.   

(a) The security required by the bureau will be no less than one hundred percent of the outstanding 
claim liabilities associated with the self-insured policy, as determined by the bureau. 

(b) The PEO is not permitted to use an assurance organization to meet its security requirements under 
this rule.    

(c) The bureau may, pursuant to paragraph (M) of rule 4123-19-03 of the Administrative Code, require 
the PEO to furnish additional security within thirty days of receiving the notice required under 
paragraph (B) of rule 4123-17-15.1 of the Administrative Code.  

(2)  Submit to the bureau every two years, or upon the bureau’s request, an actuarial estimate of the PEO’s 
unpaid loss and loss adjustment expense liabilities performed by an independent actuary with a fellow 
of the society of actuaries or casualty actuary society credential.  

(3)  Make contribution to the self-insuring employers’ guaranty fund as set forth in rule 4123-19-15 of the 
Administrative Code. For purposes of this rule, the premium as reported on the total of the last two full 
six-month semi-annual payroll reports shall include the premium of the PEO and all its client 
employers.   
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(4)  Pay all assessments levied upon self-insuring employers under rule 4123-17-32 of the Administrative 
Code.  

(5)  Reimburse the bureau for disabled workers’ relief fund payments on claims for which the PEO or its 
client employers are employer of record, pursuant to paragraph (B) of rule 4123-17-29 of the 
Administrative Code.  

(6)  Make a quarterly report to the bureau that details the PEO’s active clients, all claims, and the claim 
reserves for each claim.    

(C) For purposes of this rule, “paid compensation” means all amounts paid by the PEO and its client employers 
for living maintenance benefits, all amounts for compensation paid pursuant to sections 4121.63, 4121.67, 
4123.56, 4123.57, 4123.58, 4123.59, 4123.60 and 4123.64 of the Revised Code, all amounts paid as wages 
in lieu of such compensation, all amounts paid in lieu of such compensation under a nonoccupational 
accident and sickness program fully funded by the PEO or its client employers, and all amounts paid by a 
PEO and its client employers for a violation of a specific safety standard pursuant to section 35 of article II, 
Ohio Constitution and section 4121.47 of the Revised Code. Any reimbursement received from the surplus 
fund pursuant to section 4123.512 of the Revised Code by the PEO or its client employers for any such 
payments or compensation paid shall be applied to reduce the amount of paid compensation reported in the 
year in which the reimbursement is made. Any amount recovered by the PEO or its client employers under 
section 4123.931 of the Revised Code and any amount that is determined not to have been payable to a 
claimant in any final administrative or judicial proceeding shall be deducted, in the year collected, from the 
amount of paid compensation reported.   

(1)  For a PEO that is a self-insured risk for which paragraph (I) of rule 4123-17-32 of the Administrative 
Code is applicable, paid compensation includes any amounts paid by the state insurance fund for 
claims directly attributable to the PEO and any client employers of the PEO.  In determining the 
applicability of paragraph (I) of rule 4123-17-32 of the Administrative Code to a PEO, the bureau shall 
use the date on which the PEO was added to the self-insured risk policy if such date is after the 
effective date of the self-insured risk policy. 

(2)  If a client employer enters into a new PEO agreement with a PEO that is a self-insured risk for which 
paragraph (I) of rule 4123-17-32 of the Administrative Code is applicable, paid compensation shall 
include any amounts paid by the state insurance fund for claims directly attributable that client 
employer.    

(D) A PEO granted the privilege of self-insured status shall not: 

(1)  Enter into PEO agreements to provide workers’ compensation coverage through the state insurance 
fund.  

(2)  Enter into a partial-lease agreement. 
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4123-17-15.6  Client Employer Information  
 
(A) A PEO with whom a shared employee is coemployed shall provide a list of all of the following information 

to the client employer upon the written request of the client employer: 
 

(1) All premiums and payroll associated with that client employer; 
 

(2) All workers’ compensation claims, and the compensation and benefits paid, and reserves established for 
each claim; and 

 
(3) Any other information available to the PEO from the bureau regarding that client employer. 

 
(B) The PEO shall provide the information required under paragraph (A) of this rule in writing to the requesting 

client employer within forty-five days after receiving a written request from the client employer.  A PEO 
has provided the required information to the client employer when: 

 
(1) The information is received by the United States postal service; or  

 
(2) When the information is personally delivered, in writing, directly to the client employer. For purposes 

of this rule, a communication sent via electronic mail is personally delivered at the time the 
communication was sent by the PEO to a valid electronic mail address for the client employer. 

 
(C) If a PEO fails to comply with a client employer’s written request for information, the client employer may 

submit a complaint to the bureau.  
 

(1) The bureau will investigate the complaint to determine whether the PEO has met the requirements of this 
rule.   

 
(2) If the bureau finds the PEO has failed to meet the requirements of this rule: 

 
(a) The bureau will provide the requested information to the client employer.  All administrative costs 

associated with investigation and providing the information to the client employer will be assessed 
to the PEO.  
 

(b) The bureau will provide the PEO’s client employers with notification of the failure to comply with 
the rule, and advise the client employers of its ability to request information under this rule. 
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4123-17-15.7  Denial or Revocation of PEO Registration.  
 
(A) The administrator shall deny or revoke the registration of a PEO or PEO reporting entity if it fails to comply 

with the requirements of rule 4123-17-15.4 of the Administrative Code. 
 
(B) The Administrator may deny registration or revoke the registration of a PEO or PEO reporting entity and 

rescind its status as a coemployer upon finding that the PEO or PEO reporting entity has done any of the 
following: 

 
(1) Obtained or attempted to obtain registration through misrepresentation, misstatement of a material fact, 

or fraud; 
 

(2) Misappropriated any funds of the client employer; 
 

(3) Used fraudulent or coercive practices to obtain or retain business or demonstrated financial 
irresponsibility; 

 
(4) Failed to appear, without reasonable cause or excuse, in response to a subpoena lawfully issued by the 

administrator; 
 

(5) Failed to comply with the requirements in accordance with this ruleof rules 4123-17-15 to 4123-17-15.5 
of the Administrative Code.   

 
(C)  A PEO may appeal a denial or revocation of status under this rule pursuant to the administrative hearing 

procedure set forth in Chapter 119. of the Revised Code. 
 
(D)(B) The administrator's decision to deny or revoke a PEO's registration or to rescind its status as a 

coemployer is stayed pending the exhaustion of all administrative appeals by the PEO. 
 
(E)(C) Upon revocation of the registration of a PEO, each client employer associated with that PEO shall file 

payroll reports and pay workers' compensation premiums directly to the administrator on its own behalf at a 
rate determined by the administrator based solely on the claims experience of the client employer. 

 
(F)(D) When an employer contacts the bureau of workers' compensation to determine whether a particular 

professional employer organizationPEO is registered, if the administrator has denied or revoked that 
professional employer organizationPEO's registration or rescinded its status as a coemployer, and if all 
administrative appeals are not yet exhausted when the employer inquires, the appropriate bureau personnel 
shall inform the inquiring employer of the denial, revocation, or rescission and the fact that the professional 
employer organizationPEO has the right to appeal the administrator's decision. 
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Stakeholder Feedback: Professional Employer Organization (PEO) Rules 

BWC worked without stakeholders throughout the rule development process.  After the first reading of the rules to the Board of 
Directors in April, BWC sent the proposed rules to 140 contacts that represent the approximately 200 PEOs registered with BWC, and an 
additional 125 stakeholder companies that included Third Party Administrators (TPAs), employer representatives, and self-insured entities.   

 The following stakeholders have indicated either general support for the proposed rules or no objection to the proposed rules: 

• Ohio Chamber of Commerce 
• Ohio National Federation of Independent Businesses (NFIB) 
• Ohio Farm Bureau 
• Ohio Manufacturers’ Association 

 
 BWC requested formal feedback from the National Association of PEOs, and received a letter requesting several sections be removed 
from the rule because they restate the statute.  BWC has declined to change the rule on these grounds, as the recommendation is not consistent 
with BWC rule-writing practice. 

 
The following grid provides the specific stakeholder feedback received suggesting a change in the rule as drafted: 

Stakeholder Draft Rule Suggestions Stakeholder Rationale BWC Response 

Staffmark (SI-PEO) 

Delete “and shall include supplemental 
combining schedules to guarantee the 
requirements under paragraph (b) of this 
Rule are satisfied by the PEO or PEO 
reporting entity” from proposed rule 
4123-17-15.4(A)(2); alternatively, 
indicate that submission of the 
combining schedules is at the discretion 
of BWC. 

GAAP does not require supplemental 
combining schedules and the 
stakeholder’s current organizational 
structure does not support this 
model.  Other states accept a 
consolidated statement without the 
supplemental combining schedule.  

BWC does not have the option to 
change the language as suggested.  
The change is required by Senate 
Bill 139, and tracks the statutory 
language of newly-enacted ORC § 
4125.051(D).   
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Stakeholder Draft Rule Suggestions Stakeholder Rationale BWC Response 

Staffmark (SI-PEO) 

Add language to permit “the controlling 
party of the PEO” to attest to the 
accuracy of the data submissions under 
proposed rule 4123-14-15.2(A)(2)(i). 

Not all PEOs have CEOs and other 
states use the term “controlling 
party” in their data attestation 
requirements. 

BWC does not have the option to 
change the language as suggested.  
Senate Bill 139 added this 
requirement to statute as ORC § 
4125.05(B)(9).  If a PEO does not 
have a “Chief Executive Officer,” 
BWC will work with the PEO to 
identify the proper individual in the 
corporate structure to satisfy the 
statutory requirement. 

MinuteMen HR Services  
(SI-PEO)  

Eliminate the requirement that a PEO 
must report the wages of the shared 
employees it co-employs under its 
Federal Employer Identification Number 
(FEIN) for tax purposes. 

The reporting of wages under the 
PEO’s FEIN is not the only method to 
determine a co-employment 
relationship exists; the reporting of 
wages under the client employer’s 
FEIN enhances transparency. 

See Appendix A. 

KKSG & Associates (TPA) 

Require a PEO to report wages under the 
PEO’s FEIN, but permit splitting of those 
wages between the PEO and client 
employer in payroll reporting to BWC.  

It is “very difficult to have PEO payroll 
for Fed ID between PEO and client 
company in partial leases.” 

See Appendix A. 

Staffmark (SI-PEO) 

Eliminate the prohibition against SI-PEOs 
entering into partial lease agreements 
(found in proposed rule 4123-17-
15(D)(2)). 

The prohibition puts SI-PEOs on 
unequal footing with State Fund 
PEOs.  Some professional staff may 
not be able to be leased through PEO 
arrangements due to industry 
restrictions.  

BWC does not permit employers to 
split their workforce to partially self-
insure some employees while the 
remainder of the workforce remains 
in the State Insurance Fund.  The 
prohibition on SI-PEO partial leases 
ensures all employers are treated 
equally in this regard. 
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Stakeholder Draft Rule Suggestions Stakeholder Rationale BWC Response 

KKSG & Associates (TPA) 

Strike language in proposed rule 4123-
17-15(A)(1)(a) that the Administrator 
shall not waive the requirement that a 
PEO submit five years of certified 
financial records as set forth in division 
(B)(1)(e) of ORC § 4123.35. 

The provision can be waived for other 
employers seeking self-insuring 
status, and this provision will prevent 
additional PEOs from attaining SI 
status in less than 5 years because 
they do not currently have certified 
financials.   

BWC has made a policy decision 
based on prior experience that 
regulation of SI-PEOs needs to be 
more stringent than that of SI 
employers.   

KKSG & Associates (TPA) 

Change the language of proposed rule 
4123-17-15(B)(1)(a) to include the 
strength of certified financials in 
determining the required security for an 
SI-PEO. 

The calculation for an SI-PEO should 
be the same as any other SI employer. 

BWC has made a policy decision 
based on prior experience that 
regulation of SI-PEOs needs to be 
more stringent than that of SI 
employers.    This has been BWC 
policy and is being codified in rule.  
Existing SI-PEOs did not object to 
this requirement. 

KKSG & Associates (TPA) 

Eliminate division (B)(2) of proposed rule 
4123-17-15, requiring an independent 
actuarial estimate of a PEO’s unpaid loss 
and loss adjustment expense liabilities. 

SI auditors can, and do, review 
reserves at the time of audit.  It is 
impossible to find an independent 
auditor (FSA or CAS) with BWC 
knowledge to calculate reserves. 

This is current BWC policy and is 
being codified in rule.  Existing SI-
PEOs have not had a problem 
meeting this requirement in recent 
years. 

KKSG & Associates (TPA) 

Revise 4123-17-15(C)(2) to specify the 
number of years a new client’s claims 
will be used as a basis for administrative 
cost assessment. 

None. 

The number of years the new 
client’s claims are to be used in the 
assessment is determined by 
existing rule 4123-14-32 (referenced 
in the proposed rule). The proposed 
rule only clarifies that the paid 
compensation of the SI-PEO will 
include any new client added to the 
PEO during the period the SI-PEO is 
obligated to pay the assessments 
under rule 4123-14-32. 
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Stakeholder feedback discussion re: 

Proposed requirement that payroll be reported to BWC on the risk number of the 
 same entity that reports wages for federal tax purposes 

 
One stakeholder has requested that BWC remove the rule changes aligning BWC’s payroll reporting with 
federal tax reporting.  The rule change would require payroll to be reported to BWC under the same 
entity that reports wages for federal tax purposes (“Federal Tax Reporting requirement”).  A second 
stakeholder has indicated that BWC should permit splitting of payroll reporting on the client and PEO’s 
workers’ compensation risk numbers, but that all wages should be reported under the PEO for federal 
tax purposes. 

Other Stakeholder feedback 

This rule change was shared with stakeholders prior to implementation into the rule.  The following 
stakeholders have expressed support for the requirement: 

• Sequent (State Fund PEO) 
• Sheakley HR Solutions (SI-PEO and Third Party Administrator) 
• Staffmark (SI-PEO) 
• CompManagement/Sedgewick CMS (Third Party Administrator) 

The following stakeholders have indicated either general support for the proposed rules or no objection 
to the proposed rules: 

• Ohio Chamber of Commerce 
• Ohio National Federation of Independent Businesses (NFIB) 
• Ohio Farm Bureau 
• Ohio Manufacturers’ Association 

BWC’s response 

BWC is declining to change the rule as requested in the stakeholder feedback process.   

While ambiguity in prior statute and BWC regulations has permitted practices that differ from those 
required by the proposed rule, BWC evaluated the rule and what the appropriate model should be in the 
five-year rule review process.  BWC has determined that the maker of wage for federal tax purposes – 
the employer that pays and reports wages under its Federal Employer Identification Number (FEIN) – 
should be the same employer that reports payroll for workers’ compensation purposes.  This simplifies 
reporting processes for employers, avoids potential manipulation of payroll between entities, and allows 
BWC a method to verify proper reporting of payroll if such manipulation is suspected. 

BWC acknowledges that this change, as well as other changes in the proposed rule packet, could result 
in an adverse impact on some businesses because their current model of operation would not be 
permissible under the proposed rules.  BWC intends to work with the PEOs currently registered with 
BWC that would be adversely impacted by the rule changes to develop a plan that will allow a smooth 
transition for these companies as they come into compliance with the requirements of the proposed 
rule. 
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 Business Impact Grid: PEO Rules 

Question 14b:  
Nature of Adverse Impact  

Question 14c: 
Expected Cost of Compliance 

Question 15: 
Reason Regulatory Intent Justifies Adverse Impact 

PEOs must report individual client employer payroll, 
claims, and classification data under a separate and 
unique subaccount to BWC. 

Minimal (PEOs currently maintain this 
information and report it to BWC on a 
quarterly basis; reporting will be in 
electronic format.) 

This change in rule is required by Substitute Senate Bill 139 of 
the 129th General Assembly (S.B. 139). 

PEOs and PEO reporting entities are required to 
register annually with the bureau, and must provide 
information such as: 

• List of current client employers 
• List of related corporate entities 
• List of corporate officers 
• Financial statements prepared in accordance 

with Generally Accepted Accounting 
Principles (GAAP) 

• Attestation of accuracy of data by the CEO of 
the organization 

Cost to prepare GAAP financial 
statements will be incurred by PEOs will 
vary by PEO’s size and current business 
practices.   

Costs to comply with the other 
registration requirements are minimal 
(PEOs currently maintain this information 
and report it to BWC on an annual basis; 
reporting will be in electronic format.) 
 

Registration is required by R.C. 4125.05(A), which enumerates 
the elements required for registration.  S.B. 139 amended this 
statute to require GAAP financial statements. 
 
Limited registration is available to PEOs with minimal contacts 
in the state. 
 
PEOs that are related entities may use a PEO reporting entity to 
submit a consolidated financial statement on behalf of all 
commonly-controlled PEOs. 

PEOs are required to provide security prior to being 
registered.   

Amount of security required will depend 
on the PEO’s financial strength. 

The posting of security is required by R.C. 4125.05.   
As an alternative to providing security, a PEO may use an 
assurance organization to certify its financial strength. 

PEOs, PEO Reporting Entities, and Assurance 
Organizations must pay an initial registration fee and 
an annual renewal fee. 

Registration fees: 
• PEO: $1,000 
• PEO Reporting Entity: $1,000 per 

PEO within the reporting entity 
• Assurance Organization: $500 
• Limited PEO Registration: $100 

Renewal fees: 
• PEO: $250 
• PEO Reporting Entity: $250 per 

PEO within the reporting entity 
• Assurance Organization: $500 

R.C. 4125.05 indicates that registrants shall pay a fee “as 
determined by the administrator.”  BWC examined the costs of 
processing applications and the costs of registration in the 
other states that require registration (see Appendix A), and 
determined the fees proposed in rule were appropriate. 

Business Impact Analysis: 
Exhibit C



Business Impact Grid: PEO Rules  

Page 2 of 2 

Question 14b:  
Nature of Adverse Impact  

Question 14c: 
Expected Cost of Compliance 

Question 15: 
Reason Regulatory Intent Justifies Adverse Impact 

PEOs must make reports regarding transfer of 
employees between PEO entities or reporting entities. 

Minimal (PEOs are currently required to 
report any change in PEO arrangements 
to BWC.) 

This change in rule is required by S.B. 139. 

PEOs desiring the privilege of self-insuring status must 
meet additional requirements: 

• Furnish 100% security 
• Submit actuarial estimate of loss and loss 

adjustment expense liabilities 
• Make contribution to the Self-Insuring 

Employers’ Guaranty Fund 

Security will be no less than the total of 
the outstanding claim liabilities 
associated with the policy. 

Costs of the actuarial estimate will vary 
depending on the PEO and its record-
keeping practices. 

Contributions to the SIEGF are 
determined by OAC 4123-19-15. 

SI-PEOs have a unique set of concerns associated with them, 
and BWC’s experience with SI-PEOs indicates that the 
opportunity to game the system through an SI-PEO entity is 
immense.  The risks associated with SI-PEOs have been 
observed by other states; California, for example, has passed 
legislation simply prohibiting their existence.   

BWC worked with SI-PEOs over the course of 2 years 
collaboratively to develop a rule that allows BWC proper 
oversight of these entities without prohibiting their existence.  
These requirements are necessary components to a proper 
regulatory environment, and BWC believes they are necessary 
to protect the workers’ compensation system.  

PEOs with negative working capital (defined as 
current liabilities in excess of current assets) must 
post additional security and provide quarterly 
financial reports to BWC. 

Additional security required is equal to 
the amount of negative working capital 
reflected on the financial statements of 
the PEO. 

The cost of preparing financial reports 
will vary by PEO’s size and its current 
business practices.   

This change in rule is required by S.B. 139. 

PEOs failing to provide a client employer’s 
information as required by law must repay BWC’s 
costs of investigating the complaint and providing 
such information to the client employer. 

Costs in investigating the complaint and 
providing such information to the client 
employer will vary by situation. 

R.C. 4125.02 requires BWC to make a rule to enforce the legal 
requirement that a PEO provide certain information to its client 
employers.   

Assurance Organizations (AOs) wishing to certify the 
financial strength of PEOs must submit written 
request to BWC to be approved to provide such 
certification, and apply for renewal of approval. 

Minimal costs should be incurred in 
submitting the written request (BWC will 
allow the AO to determine how to submit 
such application based on its own records 
and materials). 

R.C. 4125.02 as amended by S.B. 139 indicates that an AO 
“shall abide by all standards and procedures established by 
the administrator for that approval.”  BWC has determined 
that a flexible registration process allowing for a case-by-
case determination is appropriate. 
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Ohio (proposed) Yes $1,000 $250 $1,000 per PEO covered  $250 per PEO covered  $100

Alabama Yes $1,000 $500
$1,000 + $1,000 per PEO 

covered 
$500 + $500 per PEO covered  $500

Alaska No

Arizona
(effective 7/1/2013)

Yes $1,000 $1,000 $1,000 + $500 per PEO covered  $1,000 + $500 per PEO covered  $1,000

Arkansas Yes $1,000 $1,000/biennium $50

California No

Colorado Yes $500 none n/a

Connecticut Yes $1,500 $1,000 $1,500 $1,000 $1,000

Delaware No

Florida Yes
$250 application fee + 
$1,500 registration fee

$750
$250 application fee + $2,500 

registration fee
$1,250 $250

Georgia No

Hawaii
(effective 7/1/2013)

Yes $500 $750/biennium n/a

Idaho No

Illinois Yes $1,000 $1,000 n/a

Indiana Yes $500 $250 $250

Iowa No

Kansas
(effective 1/1/2014)

Yes TBD; not to exceed $1,000 TBD; not to exceed $500
TBD by rule of Commissioner of 

Insurance
TBD by rule of Commissioner of 

Insurance
TBD; not to exceed $500

Kentucky Yes none none n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

Compiled by BWC Legal Division Page 1 of 4 5/29/2013
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Ohio (proposed) Yes $1,000 $250 $1,000 per PEO covered  $250 per PEO covered  $100

Louisiana Yes $500 $300 n/a

Maine Yes $500 $100 n/a

Maryland No

Massachusetts No

Michigan Yes $1,500 $1,500 $1,500 $1,500 $1,500

Minnesota Yes $110 $110 $110

Mississippi No

Missouri No

Montana Yes $750 $750 $500

Nebraska Yes $2,500 $1,500 $1,000

Nevada Yes $500 $500 n/a

New Hampshire Yes

$100 application fee +
registration fee = greater of $500 
or registration fee of state in 

which PEO is domiciled

$100 application fee +
registration fee = greater of $500 
or registration fee of state in 

which PEO is domiciled

Greater of $100 or 
limited registration fee 
of state in which PEO is 

domiciled

New Jersey Yes none none none none none

New Mexico Yes $1,000 $1,000 n/a

New York Yes $1,000 $500
$1,000 + $1,000 per PEO 

covered 
$500 + $500 per PEO covered  $250

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

Compiled by BWC Legal Division Page 2 of 4 5/29/2013
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Ohio (proposed) Yes $1,000 $250 $1,000 per PEO covered  $250 per PEO covered  $100

North Carolina Yes
If certified by assurance 

organization: $500
No certification: $1,000

If certified by assurance 
organization: $500

No certification: $1,000

If certified by assurance 
organization: $500

No certification: $1,000

If certified by assurance 
organization: $500

No certification: $1,000

If certified by assurance 
organization: $500

No certification: $1,000

North Dakota Yes $1,000 $500 n/a

Oklahoma Yes $500 $250 $500 $250 $250

Oregon Yes $2,050 $2,050/biennium n/a

Pennsylvania
No

(but, quarterly 
reports required)

Rhode Island Yes
If certified by assurance 

organization: $250
No certification: $500

$250 $250

South Carolina Yes

 $200 application fee + 
license fee= greater of $2,000 or 

registration fee of state of 
residency, limited to $5,000, if 

registering in 1st year of 
biennium.  If registering in 2nd 

year of biennium, license fee = 
greater of $1,000 or registration 
fee of state of residency, limited 

to $2,500

n/a 
(initial application is submitted 

biennially)

 $300 application fee + 
license fee= greater of $4,000 or 

registration fee of state of 
residency, limited to $10,000, if 

registering in 1st year of 
biennium.  If registering in 2nd 

year of biennium, license fee = 
greater of $3,500 or registration 
fee of state of residency, limited 

to $5,000

n/a 
(initial application is submitted 

biennially)
$500 

South Dakota No

Tennessee Yes
$200 application fee +
$2,000 registration fee

$2,000 
$200 application fee +
$4,000 registration fee

$4,000  $500 

n/a

n/a

n/a

n/a

n/a
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PEO Licensing and Registration Fees: May 2013
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Ohio (proposed) Yes $1,000 $250 $1,000 per PEO covered  $250 per PEO covered  $100

Texas Yes

$150 application fee + 
registration fee scaled by number 
of shared employees ($250, $500, 

or $750) 

$150 application fee + 
registration fee scaled by number 
of shared employees ($250, $500, 

or $750) 

$150 application fee + 
$750 registration fee

Utah Yes
$50 e‐commerce fee + 
$2,000 license fee 

$50 e‐commerce fee + 
renewal fee. If certified by 

assurance organization, renewal 
fee is $1,000;

renewal fee without certification 
is $2,000

$50 e‐commerce fee + 
$2,000 license fee 

Vermont Yes
$100 application fee +
$1,000 licensing fee

$1,000 n/a

Virginia Yes n/a

Washington No

West Virginia Yes $300 $300 per PEO covered $300 per PEO covered $300 per PEO covered $200

Wisconsin Yes $75 $107 $75 $107 $75

Wyoming No n/a

n/a

No application or registration fee, but PEOs are charged annual 
assessment fee equal to the share that the PEO's reported payroll 
represents among all registered PEOs times the "sums necessary for 

registration & supervision of all PEOs"

n/a

n/a

n/a

n/a
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	PEO Rules -- BIA
	Exhibit A
	BIA for PEO rules Ex A.doc
	(A) This rule is promulgated pursuant to Chapter 4125 of the Ohio Revised Code.
	(1) "Professional employer organization" or "PEO" means a sole proprietor, partnership, association, limited liability company, or corporation that enters into an agreement with one or more client employers for the purpose of coemploying all or part ...
	(2) "Client employer" means a sole proprietor, partnership, association, limited liability company, or corporation that enters into a PEO agreement and is assigned shared employees by the PEO.  "Client employer" does not mean an employer who is a non...
	(3) "Coemploy" means the sharing of the responsibilities and liabilities of being an employer.
	(4) "Shared employee" means an individual intended to be assigned to a client employer on a permanent basis, not as a temporary supplement to the client employer's workforce, who is coemployed by a professional employer organization and a client empl...
	(5) "Temporary service agency" means an employer which is in the business of employing individuals for the purpose of utilizing the services of the individuals for a temporary period of time.

	(B) A PEO must perform the following functions:
	(1) Provide written notice to each shared employee it assigns to a client employer of the relationship between and the responsibilities of the PEO and the client employer;
	(2) Assume responsibility for payment of wages, related taxes and workers' compensation premiums for shared employees as established within the PEO agreement.  The responsibility of making the payment is not contingent on receipt of payment from clie...
	(3) Be responsible for maintaining both adequate and required employment-related records for employees, and for reporting such information as may be required by appropriate governmental agencies;
	(4) Comply with applicable state laws regarding workers' compensation insurance coverage.
	(5) Maintain complete records, separately listing the payroll and claims of its client employers for each payroll reporting period. The payroll shall be kept in a manner that clearly identifies the appropriate manual classifications assigned to each ...
	(6) Maintain workers' compensation coverage, pay all workers' compensation premiums and manage all workers' compensation claims, filings, and related procedures associated with a shared employee in compliance with Chapters 4121. and 4123. of the Revi...
	(7) When the payroll of family farm officers, ordained ministers, sole proprietors, partners,  individuals incorporated as a corporation or corporate officers of a client employer is reported under the PEO's policy, it will not be subject to the payr...
	(8) Within fourteen days after receiving notice from the bureau of workers' compensation that a refund or rebate will be applied to workers' compensation premiums, provide a copy of that notice to any client employer to whom that notice is relevant.

	(C) Where a client employer enters into a PEO agreement:
	(1) Each client employer must establish and maintain an individual account with the bureau.
	(2) The PEO shall be considered the succeeding employer, solely for purpose of workers' compensation experience, and shall be subject to rule 4123-17-02 of the Administrative Code, basic or manual rate, whereby all or part of the experience of the cl...
	(3) If the PEO agreement between a PEO and a client employer is terminated, or if the PEO declares bankruptcy or ceases operation in Ohio, the PEO must notify the bureau and each client associated with that PEO within fourteen days from the effective...
	(D) A PEO shall notify the bureau within thirty days when entering into or changing the type of PEO agreement using the UA-3 PEO notification form.  The PEO shall complete the form in its entirety and indicate if the claims and payroll will be report...
	(E) A PEO which enters into a  PEO agreement with a noncomplying employer or a  PEO which fails to comply with this rule shall not be considered the employer for workers' compensation purposes. In these instances the payroll of the shared employees s...
	(F) The bureau will not recognize a PEO agreement between a PEO and an out of state client employer where the employees of the out of state client employer does not meet the jurisdictional requirements to receive Ohio workers' compensation benefits a...
	(G) The PEO shall register with the bureau not later than thirty days after the effective date of Chapter 4125. of the Revised Code or not later than thirty days after the formation of a PEO, whichever date occurs later. A PEO operating in this state...
	(1) The PEO shall submit an initial registration fee in the amount of one hundred dollars and a renewal fee of twenty five dollars for each PEO policy to the bureau on or prior to December 31st of each year.  An increase of the fee for any year shall...
	(2) The PEO shall submit to the bureau all information as required in section 4125.05 of the Revised Code when registering with the bureau:
	(a) A list of each of the professional employer organization's client employers current as of the date of registration for purposes of initial registration or current as of the date of annual registration renewal, or within fourteen days of adding or...
	(b) The name or names under which the professional employer organization conducts business;
	(c) The address of the professional employer organization's principal place of business and the address of each office it maintains in this state;
	(d) The professional employer organization's taxpayer or employer identification number;
	(e) A list of each state in which the professional employer organization has operated in the preceding five years, and the name, corresponding with each state, under which the professional employer organization operated in each state, including any a...
	(H) Except to the extent necessary for the administrator to administer the statutory duties of the administrator and for employees of the state to perform their official duties, all records, reports, client lists, and other information obtained from ...
	(I) When an employer contacts the bureau of workers' compensation to determine whether a particular professional employer organization is registered, if the administrator has denied or revoked that professional employer organization's registration or...
	(J) Except as permitted in paragraph (K) of this rule,  a PEO shall provide security in the form of a bond or letter of credit assignable to the bureau not to exceed an amount equal to the workers' compensation premiums and assessments incurred for t...
	(1) The amount of security required for each PEO policy shall be evaluated annually.
	(2) The security shall be provided to the bureau annually on or prior to the 31st day of December.
	(3) The administrator shall determine the amount of security for a PEO policy that has not paid premiums and assessments in the two most recent payroll periods.
	(4) A PEO may appeal the amount of the security required pursuant to this section in accordance with section 4123.291 of the Revised Code.
	(K) As an alternative to providing security in the form of a bond or letter of credit, the administrator shall permit a PEO to make advance payments of premiums and assessments to the bureau or to submit proof of being certified by either a nationall...
	(1) A PEO electing to make advance payments of premiums and assessments shall make such payments by utilizing the bureau's online payment system.  The PEO electing to make advance payments of premiums and assessments shall report the estimated payrol...
	(2) A PEO electing to make advance payments of premiums and assessments who fails to report payroll and pay premiums timely pursuant to paragraph (K)(1) of this rule shall provide to the bureau security in the form of a bond or letter of credit and m...
	(3) A PEO the administrator has recognized as being certified by a nationally recognized organization or government entity must notify the bureau within fourteen days of losing that certification.
	(L) The Administrator may deny registration or revoke the registration of a PEO and rescind its status as a coemployer upon finding that the PEO has done any of the following:
	(1) Obtained or attempted to obtain registration through misrepresentation, misstatement of a material fact, or fraud;
	(2) Misappropriated any funds of the client employer;
	(3) Used fraudulent or coercive practices to obtain or retain business or demonstrated financial irresponsibility;
	(4) Failed to appear, without reasonable cause or excuse, in response to a subpoena lawfully issued by the administrator;
	(5) Failed to comply with the requirements in accordance with this rule.
	(M) The administrator's decision to deny or revoke a PEO's registration or to rescind its status as a coemployer is stayed pending the exhaustion of all administrative appeals by the PEO.
	(N) Upon revocation of the registration of a PEO, each client employer associated with that PEO shall file payroll reports and pay workers' compensation premiums directly to the administrator on its own behalf at a rate determined by the administrato...
	(A) Definitions.
	As used in rules 4123-17-15 to 4123-17-15.7 of the Administrative Code:
	(1) "Professional employer organization" or "PEO" has the same meaning as defined in section 4125.01 of the Revised Code. means a sole proprietor, partnership, association, limited liability company, or corporation that enters into an agreement with ...
	(2) "Client employer" has the same meaning as defined in section 4125.01 of the Revised Code. means a sole proprietor, partnership, association, limited liability company, or corporation that enters into a PEO agreement and is assigned shared employe...
	(3) "Coemploy" has the same meaning as defined in section 4125.01 of the Revised Code, and requires that employee wages are paid by and reported under the tax identification number of the PEO for federal tax purposes.  means the sharing of the respons...
	(4) "PEO agreement" means a written contract to coemploy employees between a professional employer organization and a client employer with a duration of not less than twelve months. professional employer organization agreement as defined in section 4...
	(4)  “PEO reporting entity” means a professional employer organization reporting entity as defined in section 4125.01 of the Revised Code.
	(5)  “Assurance organization,” “coemploy,” “shared employee,” “trade secret,” and “working capital” have the same meaning as defined in section 4125.01 of the Revised Code.
	(B) Where a PEO is required to give notice, register, or make a report to the bureau under rules 4123-17-15 to 4123-17-15.7 of the Administrative Code, the PEO shall do so on forms prescribed by the bureau.  Forms must be completed in full, as det...
	(C)  Partial Leases.
	(1) A PEO may enter into a PEO agreement to coemploy part of a client employer’s workforce for workers’ compensation purposes only to the extent wages are paid by and reported under the tax identification number of the PEO for federal tax purposes.
	(2) Under such partial lease agreement, the PEO shall report under its workers’ compensation risk number the payroll associated with the wages paid by and reported by the PEO for federal tax purposes under the PEO’s tax identification number.  The cli...
	(3) All of a client employer’s payroll within a manual classification must be reported in its entirety under either the workers’ compensation risk number of the PEO or client employer; such payroll may not be split between the PEO and client employer.
	(D)  Obligations of a PEO.

	A PEO must perform all of the following functions:
	(1) Provide written notice to each shared employee it assigns to a client employer of the relationship between and the responsibilities of the PEO and the client employer.;
	(2) Assume responsibility for payment of Pay wages , related and payroll taxes and workers' compensation premiums for associated with shared employees as established within the PEO agreement. The responsibility of for making the payments under this s...
	(3) Be responsible for maintaining both adequate and required employment-related records for employees, and for reporting such information as may be required by appropriate governmental agencies;.
	(4) Comply with applicable state laws regarding workers' compensation insurance coverage.
	(5) Maintain complete records, separately listing the payroll and claims of its client employers for each payroll reporting period. The pPayroll shall be kept in a manner that clearly identifies the appropriate manual classifications assigned to each...
	(6) Report individual client employer payroll, claims, and classification data under a separate and unique subaccount to the bureau.
	(7) Maintain workers' compensation coverage, pay all workers' compensation premiums and manage all workers' compensation claims, filings, and related procedures associated with a shared employee in compliance with Chapters 4121. and 4123. of the Revis...
	(7) When the payroll of family farm officers, ordained ministers, sole proprietors, partners,  individuals incorporated as a corporation or corporate officers of a client employer is reported under the PEO's policy, it will not be subject to the payr...
	(8) Within fourteen days after receiving notice from the bureau of workers' compensation that a refund or rebate will be applied to workers' compensation premiums, provide a copy of that notice to any client employer to whom that notice is relevant.

	(A) Where a client employer enters into a PEO agreement:
	(1) Each client employer must establish and maintain an individual account with the bureau.
	(2) The PEO shall be considered the succeeding employer, solely for purposes of workers' compensation experience, and shall be subject to rule 4123-17-02 of the Administrative Code, basic or manual rate, whereby all or part of the experience of the c...
	(3) If the PEO agreement between a PEO and a client employer is terminated, or if the PEO declares bankruptcy or ceases operation in Ohio, the PEO must notify the bureau and each client associated with that PEO within fourteen days from the effective...

	(B) A PEO shall notify the bureau within thirty days when entering into or changing the type of PEO agreement. using the UA-3 PEO notification form.  The PEO shall complete the form in its entirety and indicate if the claims and payroll will be repor...
	(C) A PEO which enters into a  PEO agreement with a noncomplying employer or a  PEO which fails to comply with this rulerules 4123-17-15 to 4123-17-15.7 of the Administrative Code shall not be considered the employer for workers' compensation purpose...
	(D) The bureau will not recognize a PEO agreement between a PEO and an out of state client employer where the employees of the out of state client employer does not have sufficient contacts with Ohio to meet the jurisdictional requirements for covera...
	(A) The PEO shall register with the bureau not later than thirty days after the effective date of Chapter 4125. of the Revised Code or not later than thirty days after the formation of a the PEO, whichever date occurs later. A PEO operating in this st...
	(1) The PEO shall submit an initial registration fee as set forth in the appendix to this rule with its initial application.  The PEO shall submit an annual renewal fee as set forth in the appendix to this rule in the amount of one hundred dollars an...
	(2) The PEO shall submit to the bureau all information as required in section 4125.05 of the Revised Codethe following information when registering with the bureau:
	(a) A list of each of the professional employer organizationPEO's client employers current as of the date of registration for purposes of initial registration or current as of the date of annual registration renewal, or within fourteen days of adding...
	(b) The name or names under which the professional employer organizationPEO conducts business;
	(c) The address of the professional employer organizationPEO's principal place of business and the address of each office it maintains in this state;
	(d) The professional employer organizationPEO's taxpayer or employer identification number;
	(e) A list of each state in which the professional employer organizationPEO has operated in the preceding five years, and the name, corresponding with each state, under which the professional employer organizationPEO operated in each state, including...
	(f)  A list of all corporate officers of the PEO.
	(g)  A list of all related corporate entities.
	(h)  The most recent financial statement prepared and audited in accordance with rule 4123-17-15.4 of the Administrative Code.  Such financial statement must be no older than thirteen months at the time it is submitted to the bureau.
	(i) An attestation of the accuracy of the data submissions from the chief executive officer of the PEO.
	(j) Security as required under rule 4123-17-15.3 of the Administrative Code.


	(B)  No later than June thirtieth and December thirty-first of each year, the PEO shall provide a semi-annual report of its client employers and total workforce to the bureau.
	(C) A PEO reporting entity that will complete the financial reporting requirements of this chapter for commonly owned or controlled PEOs must register with the bureau and pay an initial registration fee as set forth in the appendix to this rule.
	(1) The PEO reporting entity submit the following information when registering with the bureau:
	(a) A list of each of the PEOs for which the PEO reporting entity will complete financial reporting requirements;
	(b) The name or names under which the PEO reporting entity conducts business;
	(c) The address of the PEO reporting entity's principal place of business and the address of each office it maintains in this state;
	(d) The PEO reporting entity's taxpayer or employer identification number;
	(f)  A list of all corporate officers of the PEO reporting entity;
	(g)  The most recent financial statement prepared and audited in accordance with the appendix to this rule.  Such financial statement must be no older than thirteen months at the time it is submitted to the bureau;
	(h) Security as required under rule 4123-17-15.3 of the Administrative Code; and
	(i) An attestation of the accuracy of the data submissions from the chief executive officer of the PEO reporting entity.

	(2) The PEO reporting entity must renew such registration and pay an annual renewal fee as set forth in the appendix to this rule no later than December thirty-first of each year.

	(D) The administrator may grant limited registration to a PEO for reasons specified by the administrator in the certificate of limited registration if the PEO provides all of the following items:
	(1) A properly executed request for limited registration on a form prescribed by the bureau;
	(2) A limited registration fee as set forth in the appendix to this rule;
	(3) All information required for registration in paragraphs (A)(2)(a) to (A)(2)(j) of this rule; and
	(4) Information and documentation necessary to show that the PEO satisfies all of the following criteria:
	(a) The PEO is domiciled outside of Ohio and does not maintain an office in the state;
	(b) The PEO is licensed or registered as a PEO in another state;
	(c) The PEO does not participate in direct solicitations for client employers located or domiciled in Ohio; and
	(d) The PEO has fifty or fewer shared employees employed or domiciled in Ohio on any given day.
	For purposes of this paragraph, a PEO is not domiciled outside of Ohio if a commonly owned or otherwise related corporate entity is domiciled in Ohio or maintains an office in the state.
	(5) The administrator may require security of the limited registration PEO pursuant to rule 4123-17-15.3 of the Administrative Code.
	(E) The bureau shall maintain a list of PEOs and PEO reporting entities registered under this rule that is readily available to the public.
	(F) Except to the extent necessary for the administrator to administer the statutory duties of the administrator and for employees of the state to perform their official duties, all records, reports, client lists, and other information obtained from a...
	(A) Initial registration fees.
	The following fees shall be required with submission of initial registration:
	(1) For each PEO, one thousand one hundred dollars.
	(2) For a PEO reporting entity, one thousand dollars for each PEO within the PEO reporting entity.
	(3) For an assurance organization, five hundred dollars.
	(4) For a limited registration PEO as set forth in paragraph (D) of rule 4123-17-15.2 of the Administrative Code: one hundred dollars.

	(B) Renewal Fees.
	The following fees shall be required on an annual basis upon the submission of a request for the renewal of a registration:
	(1) For each PEO, two hundred and fifty twenty five dollars.
	(2) For a PEO reporting entity, two hundred and fifty dollars for each PEO within the PEO reporting entity.
	(3) For an assurance organization, five hundred dollars.

	(A) Except as permitted in paragraphs (B) and (C) of this rule, a PEO shall provide security in the form of a bond or irrevocable letter of credit assignable to the bureau not to exceed an amount equal to the workers' compensation premiums and assessm...
	(1) The amount of security required for each PEO policy shall be evaluated at least annually. The bureau may, in its discretion, reevaluate the amount of security required for a PEO policy within ninety days of receiving notice required under paragra...
	(2) The security shall be provided to the bureau annually on or prior to the 31st day of December thirty-first.
	(3) The administrator shall determine the amount of security for a PEO policy that has not paid premiums and assessments in the two most recent payroll periods.
	(4) A PEO may appeal the amount of the security required pursuant to this section in accordance with section 4123.291 of the Revised Code.

	(B) As an alternative to providing security in the form of a bond or irrevocable letter of credit, the administrator shall permit a PEO to make advance payments of premiums and assessments to the bureau or to submit proof of being certified by either...
	(1) A PEO electing to make advance payments of premiums and assessments shall make such payments by utilizing the bureau's online payment system.  The PEO electing to make advance payments of premiums and assessments shall report the estimated payrol...
	(2) A PEO electing to make advance payments of premiums and assessments who fails to report payroll and pay premiums timely pursuant to paragraph (B)(1) of this rule shall provide to the bureau security in the form of a bond or irrevocable letter of ...
	(3) A PEO the administrator has recognized as being certified by a nationally recognized organization or government entity must notify the bureau within fourteen days of losing that certification.

	(B) A PEO or PEO reporting entity shall maintain positive working capital at initial or annual registration, as reflected in the financial statements submitted to the bureau under paragraph (A)(2)(f) of rule 4123-17-15.2 of the Administrative Code.   ...
	(A) A PEO with whom a shared employee is coemployed shall provide a list of all of the following information to the client employer upon the written request of the client employer:
	(1) All premiums and payroll associated with that client employer;
	(2) All workers’ compensation claims, and the compensation and benefits paid, and reserves established for each claim; and
	(3) Any other information available to the PEO from the bureau regarding that client employer.
	(B) The PEO shall provide the information required under paragraph (A) of this rule in writing to the requesting client employer within forty-five days after receiving a written request from the client employer.  A PEO has provided the required inform...
	(1) The information is received by the United States postal service; or
	(2) When the information is personally delivered, in writing, directly to the client employer. For purposes of this rule, a communication sent via electronic mail is personally delivered at the time the communication was sent by the PEO to a valid ele...
	(A) The administrator shall deny or revoke the registration of a PEO or PEO reporting entity if it fails to comply with the requirements of rule 4123-17-15.4 of the Administrative Code.
	(B) The Administrator may deny registration or revoke the registration of a PEO or PEO reporting entity and rescind its status as a coemployer upon finding that the PEO or PEO reporting entity has done any of the following:
	(1) Obtained or attempted to obtain registration through misrepresentation, misstatement of a material fact, or fraud;
	(2) Misappropriated any funds of the client employer;
	(3) Used fraudulent or coercive practices to obtain or retain business or demonstrated financial irresponsibility;
	(4) Failed to appear, without reasonable cause or excuse, in response to a subpoena lawfully issued by the administrator;
	(5) Failed to comply with the requirements in accordance with this ruleof rules 4123-17-15 to 4123-17-15.5 of the Administrative Code.

	(D)(B) The administrator's decision to deny or revoke a PEO's registration or to rescind its status as a coemployer is stayed pending the exhaustion of all administrative appeals by the PEO.
	(E)(C) Upon revocation of the registration of a PEO, each client employer associated with that PEO shall file payroll reports and pay workers' compensation premiums directly to the administrator on its own behalf at a rate determined by the administr...
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