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Cut Costs. Win More Jobs. Increase Profits. Competition 

for prevailing wage and service contract jobs is tough—and 

compliance with government regulation is even tougher. 

If your competition is using a fringe benefit plan and 

you are not, you are already at a disadvantage before 

ever submitting your bid. Lockton can help you save 

money on payroll burden, maximize owner contributions 

to retirement accounts, provide quality health, dental, 

vision and life insurance, and stay in compliance with 

government regulations. It is time to stop paying fringe 

benefits in cash. 

Lockton’s experts can take your existing cash payments of  
prevailing wage fringe dollars and turn them into a menu of  
benefit options. Contractors who work on Davis-Bacon Act or 
Service Contract Act jobs understand that in order to win more 
bids they need to maximize efficiencies, reduce costs and maintain 
compliance. Lockton can help you transition to maximizing your 
fringe benefits by providing complete design and administration 
solutions for your company. We also provide unique compliance 

Fringe Paid as Wages Vs. Providing a 
Benefits Program

Fringe Paid 
in Cash

Fringe Paid 
in Benefits

Cash wages
$21.35 per 

hour paid

$18.00 per 

hour paid

Fringe paid as H&W benefit $0.00
$3.35 per hour 

paid

Payroll burden

(avg. 17% FICA, FUTA, SUTA, 

WC, GL)

$3.63 per 

hour paid

$3.06 per hour 

paid

Total bid cost per hour paid $24.98 $24.41

Savings per hour per employee $0.00 $0.57
Annual savings per employee 

(2,080 hours paid each)
$0.00 $1,185
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consulting through Lockton’s Senior ERISA Counsel, Sam Henson. Spending 
nearly ten years with the United States Department of  Labor (DOL), Sam has 
significant experience conducting compliance reviews of  prevailing wage benefit 
plans. He authored a DOL training manual on how to investigate prevailing wage 
contractors and trained many of  the DOL’s investigators. 

 � Cut Job Costs: Savings on payroll burden and expenses are immediate—see 
them on your next payroll. 

 � Submit More Competitive Bids: The money you save can be the difference 
in winning a bid.

 � Provide Quality Benefits for Employees: Offer retirement, medical, dental, 
vision, disability and life insurance plans.

 � Simplify Recordkeeping and Administration: Benefits are tracked per 
hour, and the possibility of  overpaying premium is greatly reduced. 

 � Extend Medical Coverage During Slow Times and Layoffs: By tracking 
hourly benefits, you pay only for hours worked.

 � Stay In Compliance With DOL, IRS, and State Regulations: We have 
years of  experience working with state and federal agencies 

 � Respond Quickly and Accurately In the Event of  An Audit: We partner 
with you to prepare your responses to inquiries and audits.

If  you would like to explore how we can help provide savings and value to your 
employees, please contact us. 
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When the fringe portion of the 

prevailing wage is used to provide 

benefits for hourly workers, this 

amount is not subject to payroll 

costs such as FICA, federal and 

state unemployment taxes, and 

workers’ compensation insurance. 

A conservative estimate is that 

these costs represent an additional 

17 cents on each dollar paid as 

cash wages.

SAVINGS

Over a five-year contract with 

50 employees =  

$296,400

Over a five-year contract with 

250 employees =  

$1,482,000


