
A Guide to Multiple Employer Plans

A recent examination of your
current ownership structure
has shown that you may
need to update the
administration of your
retirement plan(s).

Ascensus can help.



Changes within your corporate structure can affect the way that you need to administer your retirement plan. In
structures with more than one employer, this can involve separating your plan from an established multiple employer
plan (MEP) or changing your plan so that it operates as a MEP.  

A MEP is a single retirement plan used by two or more employers who are neither related enough to be a controlled
group nor part of an affiliated service group. Parties involved in a MEP include a Lead Employer (the employer who
establishes the plan) and Participating Employers (any number of employers who adopt the plan).

To help you determine whether each employer should adopt its own separate plan or if you should operate your plan as
a MEP, we’ve prepared a guide that discusses what is involved with each course of action. Keep in mind that there are
pros and cons associated with both approaches; as such, you should consider your options carefully.

1. Each employer adopts its own separate plan

a. Becoming a Separate Plan

Plans can separate from a MEP and create their own individual plans. In addition, their assets can be transferred
into their new separate plans. If operated in this manner, the plans would be considered separate single
employer plans for all purposes instead of a MEP. Ascensus would require each plan to sign a recordkeeping
services agreement (RSA) and fees would be charged accordingly.

b. Plan Corrections May Be Needed

Prior to creating the separate plans, it’s a good idea to ensure that the MEP was operated properly.* If this
wasn’t the case and you choose to have each employer adopt a single employer plan, you may need to correct
some operational or reporting failures.

Some common problems that can occur with a MEP that should be considered when creating individual plans
are listed below.

i. Plan Document. Your plan document may need to be retroactively amended to properly document that
your plan was a MEP.

ii. Compliance Testing. It may be necessary to re-prepare all applicable past years’ compliance testing in
order to test each single employer separately. As a result of correcting the compliance tests for each of
the previous years, adjustments may need to be made with regard to contributions, corrective
distributions, etc., following the methods for correction as prescribed under the IRS’ Employer Plans
Compliance Resolution System.

iii. Amend or file new IRS Form 5500(s). 

The most appropriate means for correcting common problems is through the Internal Revenue Service’s (“IRS”)
Voluntary Correction Program. Ascensus may be able to assist you with corrections on a fee-for-service basis. 

c. 5500 Requirements

As individual plans, each is required to file a separate Form 5500. This is included in Ascensus’ standard base
fee.

d. Plan Audit Considerations

As a separate plan, the requirements for a plan audit are limited to the size of the individual plan. At times, small
employers can see savings in this area—particularly when the individual plan does not require an audit. If that
plan is part of a MEP, some of the MEP audit costs may be allocated to the plan.
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* Please refer to Section 2 for information regarding proper MEP operation.



2. Operate Your Plan As a MEP

a. Know Your Fiduciary Responsibility

Some employers may adopt a MEP with the hope that Participating Employers have limited fiduciary liability.
Whether or not this is the case can depend on how the MEP is set up.

Some MEPs are set up so that each Participating Employer is a co-employer (or co-sponsor) under the plan, and
would be considered an “Employer” for plan purposes. In these plans, each employer is considered to be a
fiduciary for its portion of the plan. Other MEPs are set up so that each Participating Employer is not considered
an “Employer” for plan purposes. In these plans, the Participating Employer's fiduciary liability may be limited to
choosing and monitoring the MEP and the Lead Employer.

When creating or adopting a MEP, we suggest that you always remain aware or your fiduciary responsibilities. 

b. Employers in a MEP Are Treated As a Single Employer for Only Certain Specific Purposes

Participating Employers are treated as a single employer for crediting of service (both eligibility and vesting), for
plan qualification purposes, and sometimes for IRC §415 annual additions testing. 

Additionally, there are special rules for determining who is a highly compensated employee (HCE) that will apply
when an employer either switches plan types (e.g., terminating their existing plan to join a MEP) or changes their
MEP provider mid-year. 

c. Employers in a MEP Are Treated As Separate Employers for All Non-Discrimination Testing

Participating Employers are treated as separate employers for all non-discrimination testing, including:

1. Coverage Test

2. ADP Test

3. ACP Test

4. General Non-Discrimination Test

5. Top-Heavy Test

6. Deduction Limits

The Lead Employer must inform Ascensus prior to testing of any control group or affiliated service group
relationships within the MEP. (According to the IRS, a control group relationship exists if businesses have a
parent-subsidiary relationship, a brother-sister relationship, or a combination of the two.) Since separate testing
is required for each employer, Ascensus charges an additional testing fee of $250 per hour.

d. 5500 Requirements

If all plan assets are available for the benefit of all employees under your plan, only a single Form 5500 needs to
be filed. If the assets attributable to an employer are available for the benefit of only that employer’s employees,
each Participating Employer may have to file a separate Form 5500.

If separate 5500s are required, Ascensus charges additional 5500 preparation fees. These fees are $750 for a
Form 5500-SF or $1,500 for a Large Form 5500.
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e. Plan Audit Considerations

When forming a MEP, the size of the individual employers and the overall size of the MEP should be considered.
As a single plan, the size of the entire MEP is considered when looking at the requirement for a plan audit. At
times, the cost of your plan audit can be more than the savings gained by creating the MEP. This is most
commonly seen when a small number of employers that would not individually need audits join together in a
MEP that requires a plan audit.

f. Volume Submitter Plan Documents

Currently, the IRS only allows MEPs to be established using a volume submitter plan document or an individually
designed plan.

Ascensus charges $1,500 for the initial drafting, $325 per hour for any customization, and an annual $350
maintenance fee for a volume submitter document. Ascensus doesn't offer drafting services for individually
designed documents.

g. Forfeitures

While it is generally accepted that forfeitures can be attributed and retained with each employer, it is unclear as
to whether or not the forfeitures 

i. should be allocated to all participants of all Participating Employers; or

ii. whether they can only be allocated to the participants of the Participating Employer in which plan the
forfeitures were created.

Because Ascensus’ recordkeeping platform cannot track separate forfeiture accounts per Participating Employer,
our recommendation is that you set your plan to elect Reduce Employer Contributions.

h. Commonality Requirement

The Department of Labor (DOL) maintains that a MEP lacking any organizational relationship, common
professional purpose, or other common interest among the Participating Employers would not collectively be
considered a single-employer MEP under Title 1 of ERISA. One primary consequence—and major administrative
issue— is that each employer must file its own Form 5500.

i. Determination Letter Filing Recommended

An IRS determination letter filing is recommended for a MEP. 

Ascensus provides this service on a fee-for-service basis. In addition, the IRS charges a filing fee of $3,000 for the
Lead Employer (covering up to 99 Participating Employers) and additional fees for plans covering more than 99
Participating Employers. 

j. Plan Qualification Failures Impact All Participating Employers

All employers in a MEP are treated as a single employer for purposes of plan qualification. If one employer fails
one of the non-discrimination tests and does not correct that failure, then the entire MEP is at risk for
disqualification. 

k. Customized Recordkeeping Services Agreement (RSA) and Trust/Custody Agreement Are Necessary 
for a MEP

Ascensus will draft a customized RSA and a Trust/Custody Agreement for a MEP plan based on plan features and
additional services and/or fees elected or required. You should work with your attorney to review these
documents.
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l. Participating Employer Plan Design Must Mirror Lead Employer Plan Design

MEPs are permitted to be designed so that each Participating Employer can elect its own plan design, such as
eligibility, vesting, and loans. However, Ascensus will not provide services for a plan in which Participating
Employers have different provisions from the Lead Employer.

m. Plan Corrections May Be Needed

If you operated your plan as an improperly established MEP and you choose to maintain it as a MEP, you may
need to correct some operational or reporting failures.

Some common problems that can occur with a MEP that should be considered when creating individual plans
are listed below.

i. Plan Document. Your plan document may need to be retroactively amended to properly document that
your plan was a MEP and will continue to be a MEP.

ii. Compliance Testing. It may be necessary to re-prepare all applicable past years’ compliance testing to
test each Participating Employer separately. As a result of re-preparing the compliance tests for the
previous years, adjustments may need to be made with regard to contributions, corrective distributions,
etc., following the methods for correction as prescribed under the IRS’ Employer Plans Compliance
Resolution System.

iii. Amend or file new IRS Form 5500(s). 

The most appropriate means for correcting common problems is through the IRS’ Voluntary Correction Program.
Ascensus may be able to assist you with corrections on a fee-for-service basis.

If you have questions regarding MEPs, Ascensus encourages you to discuss them with your financial
professional and/or attorney. These individuals can work with you to examine the pros and cons of the
options discussed above and help you decide which one makes the most sense for your current
situation and corporate structure. You may also contact a member of your Ascensus Client Service Team.
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