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In most industries, the 
accounting department’s 
responsibilities include 
several things:
•  Preparing financial state-

ments, budgets, and forecasts;
• Maintaining the general ledger;
• Handling all cash transactions;
• Creating and implementing financial 

controls, processes, and procedures; and
• Handling payroll and corporate taxes.

While the same is true for most 
PEOs, due to the integrated systems 
and requirements, a PEO’s accounting 
department generally has much more on 
its plate. Moreover, depending on size, this 
can differ significantly from one PEO to 
another. Accounting departments in start-
up and smaller PEOs are often respon-
sible for many additional tasks. A PEO 
in its early stages generally does not have 
the resources or manpower to handle such 
areas as compliance, risk, or sales review 
functions, but from a practicality stand-
point, these functions may initially fall to 
the accounting department. Regardless of 
size, other functions that can fall under 
PEO accounting include:
• Payroll tax;
• Governmental registrations;
• Benefits reconciliations; and
• Workers’ compensation.

As a PEO grows, separate depart-
ments are often created to handle these 
tasks. However, when and how this 
actually happens is based on each PEO’s 
individual situation, and that is a topic for 
another day.

Conversely, in most businesses, the 
payment of payroll for internal staff 
generally falls under the accounting 
department’s responsibility. Many PEOs 
process their internal payroll through their 
payroll department using the system that 
processes client payroll; the accounting 
department may have limited responsi-
bility for internal payroll.

There are other factors that could 
affect the setup of an accounting depart-
ment in a PEO. These may include:
• Budgets;
• The number of internal employees and 

their job histories and experience;
• The overall client demographic and 

worksite employee count;
• Systems—internal and external;
• The PEO’s value proposition;
• The number of states where a PEO is 

registered and where it is geographically 
located; and

• The PEO’s sales model and industry 
makeup of its clients.

Creating the ideal structure for a 
PEO’s accounting department can be 
challenging. There is no one-size-fits-all 
approach to this setup. The key is to create 
a department that meets each PEO’s 
needs, considering the items outlined 
below. 

Accounting Team Credentials 
It is often difficult to find accounting 
staff with PEO experience. First, ensure 
the candidate has the proper accounting 
experience. Next, consider if the candi-
date will fit into your corporate culture. 
Other important qualifications include 
strong written and verbal communica-
tion skills, self-motivation, the ability to 
work independently and multi-task, and 
the ability to work within tight deadlines. 
Strong technical proficiency is also an 
important credential. Many PEOs employ 
personality or similar tests as part of their 
pre-employment screening.

Provide Clear Objectives
Once employed, it is imperative that each 
member of the department understands 
his or her role and assigned tasks. Written 
policies and standard operating procedures 
should be created, tested, and updated on 
an ongoing basis. Each employee should 
be held accountable for adhering to these 
policies and procedures.

Make Tools for Success Available 
Create a clear career path for each 
employee to grow within your PEO. Make 
sure systems are upgraded, that support 
and training are available as needed for 
each member of the team, and continuing 
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PEOs have processes requiring signoff 
by accounting for each quote. Others 
have a review by accounting for things 
such as UI, states of operation, workers’ 
compensation, and benefits quoting. 
This independent review could help 
eliminate accidental or intentional 
misquoting.

• Ensure communication about loss-
sensitive or self-insured plans so that 
claim reserves and collateral can be 
properly classified and monitored.

• Communicate client service agree-
ment (CSA) changes that affect fees. 
Accounting should have internal 
audit processes to periodically match 
fee schedules to general ledger post-
ings. This could include fees such as 
administration, new hire or termination, 
shipping, or off-cycle payrolls. UI rates 
or fees for ancillary services could be 
addressed as well. A good process would 
be to start with the largest exposure 
items and work down from there.

• Consider accounting review for client 
invoice credits or high dollar adjust-
ments through payroll.

• Create processes to inform accounting 
of client terminations. Accounting 
should have a client termination check-
list to ensure that all amounts due from 
the client are collected with the last 
payroll. This could be for adjustments, 
items that have not yet been reconciled, 
or those that are not yet billed. 

• Include accounting in negotiations with 
new vendors or renewals of contracts 
with existing vendors.

An accounting department that is 
properly staffed, has standard operating 
policies and procedures in place, and has 
solid communication within its depart-
ment and throughout the company is 
primed and poised for success. Being 
mindful of the items outlined above 
will help a PEO develop and maintain 
a strong foundation for its accounting 
department and all of its team members. 
This will help the department, as well as 
the PEO, grow and achieve its goals. l

Jean Goldstein is principal of PEO Advi-
sory Services, Inc., Nesconset, New York.

direct deposit files to be submitted 
without approval;

• Create dollar and approval limits for 
general journal entry postings to the 
general ledger;

• Set up dual check signing procedures;
• Ensure that setup and approval of new 

pay and deduction codes are segregated; 
and

• Have a review and approval process for 
client proposals created in the sales or 
operations departments.

Communication
Another important factor in creating a 
successful accounting department is to 
ensure proper communication, both within 
the department and interdepartmentally. 

Things move quickly in a PEO, 
especially in the accounting department. 
On any given day, tens of millions of 
dollars can be received from clients, with 
much of that being paid out in the form 
of payroll, taxes, benefits, etc. It is essential 
that each member of the accounting team 
is tuned-in throughout the day to react 
appropriately as changes arise.

As almost everything that happens 
in the payroll, human resources, benefits, 
operations, sales, risk, and compliance 
departments has an effect on accounting, 
there must be good communication 
between the departments as well. Set up 
processes to help address common lack of 
communication pitfalls:
• Ensure the accounting department 

controls and/or reviews master benefit 
and pay code setups. Incorrect setups 
could lead to erroneous general ledger 
account postings, causing revenue or 
other financial misstatements. Payroll 
taxes could be improperly reflected, 
leading to underpayment and ultimately 
penalties and fines.

• Have processes for adding states where 
the PEO was not previously registered. 
Failure to pay estimated corporate or 
other taxes could result if not communi-
cated in a timely manner.

• Accounting should be involved in 
prospect review at some level. Some 

education is available both within the 
employee’s existing role and for growth 
to the next level. 

Nowadays, the right tools for 
an accountant go well beyond the 
calculator and an Excel spreadsheet. 
Conduct research to determine the 
best accounting systems for your PEO 
based on what is most important to 
you. Reporting, user-friendliness, and 
compatibility with your payroll software 
are just some examples. There are many 
affordable options available to help 
automate the more difficult and time-
consuming tasks PEO accountants face. 

In addition to other available 
methods, use the resources provided 
through NAPEO, which include 
webinars, the annual CFO Seminar, 
PEO University, PEO Professional 
Performance Practices, the Financial 
Ratio & Operating Statistics Survey 
(FROS), and the Regulatory Database. 
These are available at www.napeo.org.

External Partners
Choosing the right external partners 
is also paramount to the department’s 
success. Many PEOs are faced with 
annual audits, quarterly federal, state and 
local tax verifications, SSAE 16 reviews, 
and more. Selecting a partner that will 
provide not only these services but one 
that has the depth and knowledge of the 
PEO industry and the nuances that can 
affect a PEO’s operation can help save 
time and money.

Internal Controls
Regardless of how a PEO decides to 
structure its accounting department, 
management should ensure that there 
are strong internal controls in place. One 
important internal control is a proper 
segregation of duties both within the 
accounting department and for trans-
actions that are handled interdepart-
mentally. This is essential not only for 
oversight and review for catching errors, 
but to help prevent fraud and theft. Here 
are some tips:
• Set up approvals for any cash 

payments, including checks, wire 
transfers, and ACH. Don’t allow daily 
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