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How to Participate in this Webinar

How to Listen: Choose Computer Audio to use 
your computer’s speakers or Phone Call and dial in 
using the information provided

Ask Questions: Submit questions and comments 
via the Questions section of the main control panel

Learn More: Download additional materials via the 
Handouts section of the main control panel

Help Us Improve: Complete the brief survey at the 
end of today’s webinar so we can incorporate your 
feedback in future events

Watch Again: A recording of this webinar will be 
available in the days ahead
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Before we begin...

“We are an association of 
companies connected to the 
same parent with common 
ownership.”

Would this be an example of an 
open or closed MEP?

Quick Poll

A. Open

B. Closed

C. Not sure

D. None of the above

Stay tuned for the results!
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Agenda
• Regulatory Environment
• Open and Closed MEPs
• Newport Group’s 

3(16) Fiduciary Services 
• Why Newport Group
• Questions
• Wrap-up
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Multiple Employer Plans (MEPs)

• 55 million American workers do not have access to a workplace retirement plan

• Ongoing legislation to expand Open MEPs to address coverage issue 

• Cost efficiencies by banding multiple companies bundled together under one plan

• States are offering State IRA Programs

• Federal government wants consistency of a national program:

Data from Employee Benefits Research Institute Databook on Employee Benefits, July 2014.
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Navigating the Complex 
Regulatory Environment

Trump Executive Order

Legislative 
and 

Regulatory 
Updates

RSSA

One Bad Apple Rule 
RESA

IRS and DOL

Portman/Cardin

Secure Act

Where are we today? 
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Why MEP’s
Multiple Employer Plans are different from Multi-Employer Plans

Why Closed MEPs?

• Need a lead employer

• Commonality of ownerships and business

• Efficiency of pricing and process

• One 5500, one test, one audit and fidelity bond

Why Open MEPs?

• Need a lead employer

• No common ownerships/banding together plans of different types and industries

• Separate audits for plans who are required to have an audit

• Efficiency of pricing and process

• Separate 5500, test, audit and fidelity bond per plan who adopts the MEP

• Each unrelated employer had to establish its own separate trust
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The definition of “Commonality” 
for Closed MEPs

A closed MEP is a single employee benefit plan maintained by two or more employers 
that meets the requirements of:

• Internal Revenue Code Section (IRC §) 413(c), where the employers are not related under IRC 
§414(b) (regarding a controlled group of employers) 

• IRC §414(c) (regarding trades or businesses under common control)

• IRC §414(m) (regarding affiliated service groups)
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Lead Employer/Adopting Employer

Lead Employer Determines:

• Lead Employer is the Plan Administrator and hold all duties as such

• Lead Employer’s Plan needs to be included in the MEP (there needs to be an employer/employee relationship)

• Lead Employer holds all responsibilities of “ultimate” fiduciary of the MEP determining eligibility/plan provision/establishing 

committees and appointing other fiduciaries

• Lead employer can be compensated whether or not they are registered or licensed

Adopting Employers Are Responsible For:

• Evaluating the Lead Employer and determine if they are competent

• Creating and maintaining procedural and substantive prudence on their selection of the MEP and Lead Employer on an 

ongoing basis
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MEP Plan Design

• Can have different investment lineups per plan adopting the MEP

• Can have different waiting periods and vesting schedules per adopting employer

• Can have different plan types of MEP offerings included in multiple MEPs (i.e. 401k/safe harbor 
401k/cash balance)
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Closed MEP Open MEP Comments
General 
Description

A multiple employer plan (MEP) is a plan maintained by a group of employers, 
some or all of whom (i) do not have sufficient common ownership to form part of 
a controlled group (common ownership  of 80% is generally required), and/or (ii) 
do not constitute an affiliated service group. To be a Closed MEP, participating 
employers must have sufficient commonality, i.e., a pre-existing, employment-
based relationship that is unrelated to the provision of benefits, and must 
exercise control over the plan, either directly or indirectly. Also, to be a MEP, all 
of the assets held in the trust must be available to pay benefits to any participant 
in the plan.

An Open MEP is the same as a 
Closed MEP, except that participating 
employers do not have sufficient 
commonality (i.e., no pre-existing 
employment-based relationship that is 
unrelated to the provision of benefits).

There is both pending legislation (e.g., HR 
6757, the Family Savings Act of 2018) and 
administrative guidance (e.g., proposed 
regulations submitted by the Department of 
Labor to the Office of Management and 
Budget) that could change the MEP rules 
described herein. The contours/language of 
the proposed regulations are not yet known. 
HR 677 was passed by the House on 
September 27, 2018, but is not expected to 
be acted upon by the Senate.

To the extent proposed legislation could 
change the rules described in this chart, it is 
noted below.

Roles of 
Contracting 
Parties

A designated lead employer (LE)−usually the promotor of the MEP, such as a 
Professional Employer Organization−is the primary named fiduciary and  the 
official plan administrator for the plan (unless the LE appoints an individual or 
committee to serve as administrator). The LE is the entity that determines the 
basic provisions of the plan, appoints a trustee  or administrator, establishes a 
funding policy for the plan, and ensures other plan fiduciaries are serving 
competently. The LE is the only entity that can amend the standard provisions of 
the plan or terminate the plan in its entirety. Unless the LE appoints a separate 
plan administrator, it would perform all administrator functions (e.g., determining 
eligibility, interpreting plan provisions, deciding claims disputes, appointing 
agents or service providers, providing required communications to participants, 
filing 5500s, etc.). The LE is basically serving as a 3(16) fiduciary for each of the 
participating employers.

Participating employers adopt the plan by executing participation agreements. 
They are responsible for initially determining the arrangement with the LE is 
reasonable and prudent, that the LE is competent to serve as the plan 
administrator for the MEP, and for monitoring the LE’s ongoing performance.

Same as Closed MEP

A Comparison of Closed 
and Open MEPs 
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Closed MEP Open MEP Comments
Fiduciary 
Liability

The LE bears the primary fiduciary risk, as it is the plan administrator under 
ERISA and responsible for making discretionary decisions regarding the 
operation of the MEP. Participating employers also bear some risk by ensuring 
the LE is competent, that the investments it offers are prudent, and by ongoing 
monitoring of the LE.

Same as Closed MEP HR 6757 codifies these responsibilities.

Cost 
Efficiencies

The costs borne by participating employers may be lower than the costs each 
employer would incur by sponsoring its own plan (e.g., a single Form 5500 and 
audit for the MEP as a whole rather than one for each participating employer, an 
aggregate fidelity bond limit, economies of scale to negotiate administrative 
pricing, etc.).

Any cost savings are generally based 
on economies of scale to negotiate 
administrative pricing, etc. A separate 
form 5500 and audit (if applicable) is 
required for each participating 
employer, and bonding rules are 
separately determined for each 
participating employer.

Plan Design 
Constraints

The LE chooses the design of the MEP. It may, if it so chooses, give 
participating employers options with respect to specified plan provisions 
(e.g., what the match formula will be, etc.) Only the LE has the authority to 
amend the plan.

Same as Closed MEP

One Plan, or 
Multiple, Under 
ERISA

One. Only one Form 5500 is filed, audit rules are based on the assets and 
participants in the MEP as a whole, and bonding requirements are calculated 
based on the MEP as a whole.

Multiple. Each participating employer 
must file a separate Form 5500, must 
determine audit rules based on its 
portion of the MEP, etc.

HR 6757 would permit Open MEPs with a 
“pooled plan provider” to file a single 5500, 
etc. See below for more details.

Funding 
Arrangements

A single trust document is used to invest all of the assets of the MEP. Requires that each unrelated 
employer establish a separate trust.

A Comparison of Closed 
and Open MEPs
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Closed MEP Open MEP Comments
Eligibility and 
Vesting 
Service

All covered service and all contiguous non-covered service with all participating 
employers must be recognized by each participating employer for purposes of 
eligibility and vesting.

Covered service means service with a participating employer while employed in 
a class of employees eligible to participate in the plan.

Non-covered service means service with a participating employer while 
employed in a class of employees not eligible to participate in the plan.

Contiguous non-covered service means non-covered service that is immediately 
preceded or followed by covered service with the same employer.

Same as Closed MEP

Benefit Accrual 
Service

Covered service (but not contiguous non-covered service) with all participating 
employers must be recognized by each participating employer for purposes of 
benefit accrual.

Same as Closed MEP

Exclusive 
Benefit

Contributions and forfeitures can be allocated to employees of all participating 
employers.

For Code purposes, contributions and 
forfeitures can be allocated to 
employees of all participating 
employers. However, under ERISA, 
such a practice likely violates the 
exclusive benefit rule of ERISA 
Section 404(a)(1)(A).

415 Limits All contributions from all participating employers are aggregated when 
performing 415 testing. Unless the plan document provides otherwise, all 
compensation from all participating employers is also taken into account for 415 
testing purposes.

Same as Closed MEP

Coverage, Non-
Discrimination 
and Top-Heavy 
Testing

The portion of the MEP covering each unrelated employer is tested as 
though it were a separate plan for coverage, discrimination and top-heavy 
testing purposes, including for purposes of identifying highly compensated 
and key employees.

Same as Closed MEP

A Comparison of Closed 
and Open MEPs
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Closed MEP Open MEP Comments
Compensation 
Limits

The compensation limit under Section 401(a)(17) is determined separately for 
the portion of the MEP covering each unrelated employer.

Same as Closed MEP

Minimum 
Funding and 
Tax Deductions

Except with respect to non-electing plans established prior to January 1, 1989, 
minimum funding and deduction limits are calculated separately for each 
unrelated employer. (Only defined benefit and money purchase plans are 
subject to minimum funding rules.)

Same as Closed MEP

Disqualification The failure of any participating employer to satisfy the rules applicable 
to qualified plans jeopardizes the qualified status of the plan for all 
participating employers.

Requires that each unrelated 
employer establish a separate trust.

HR 6757 provides that the qualified status of 
a Closed MEP, and the qualified status of an 
Open MEP that has a “pooled plan provider,” 
will not be jeopardized by the failures of a 
participating employer, provided that certain 
conditions are met. A pooled plan provider is 
a provider that is designated as a named 
fiduciary and plan administrator in the MEP 
document, registers with the DOL as such, 
and satisfies various other requirements.

Terminations 
and Partial 
Terminations

When determining whether a termination or partial termination occurs, 
and whether full vesting is required, each participating employer is 
examined separately.

Same as Closed MEP

Newport Group and its affiliates do not provide tax, legal or accounting advice. This material has been prepared for informational purposes only, and is not intended to provide, and should not be 
relied on for, tax, legal or accounting advice. You should consult your own tax, legal and accounting advisors before making any decisions. 20181227-700351-2154418

A Comparison of Closed 
and Open MEPs
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“I am an advisor who wants to 
start a MEP for my clients.”

Would that be an open or closed 
MEP?

Quick Poll

A. Open

B. Closed

C. Not sure

Stay tuned for the results!
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3(16) Fiduciary 
Services 
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ERISA Section 3(16) 
Administrative

Maintenance of Data
• Distribution elections
• Beneficiary elections
• Loan applications
• Participant transactions
• Payroll and census
• Salary deferral changes

Plan Operations

Distribution Processing
• Termination, death, disability
• RMD’s
• Hardships
• QDRO’s
• Rollovers
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Plan Document Interpretation

• Eligibility

• Annual allocation of contributions

• Vesting

Reporting and Disclosure

• Summary plan description

• Summary of material modifications

• Statements

• Required notices (QDIA, Safe Harbor)

• Required fee disclosures

Form 5500 Preparation

• Coordination with auditors

• Signature ready 5500

ERISA Section 3(16) 
Administrative Services

The advantages of outsourcing 3(16) Co-
Fiduciary Services to Newport Group:

Newport Group assumes responsibility for 
above referenced operational, transactional, and 
reporting functions of the plan

Creates efficiencies around operations, 
reporting, and disclosures as processes are 
streamlined and consistent

Newport Group’s ERISA focused professionals 
take the helm, allowing the Sponsor’s 
professionals to do what they do best

Cost savings advantage to Sponsor by 
increasing employee productivity

Avoids “conflict of interest” decision making 

A focus on increasing overall  service level

Plan Document and Required Disclosures
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Payroll Solutions Tailored to 
Your Plan Needs
Newport Group Payroll Offerings

At Newport Group, we strive to make it easy for plan sponsors to work with us. That’s why 
we offer a number of payroll solutions to help meet the needs of every employer, from a 
family-run business to a Fortune 1000 corporation.

Newport Group Payroll Service

Self-Serve Payroll Integration

You can choose from three different solutions:
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Payroll Solutions Tailored to 
Your Plan Needs

Self-Serve Payroll
With this method, you simply upload your company’s payroll file to the 
Sponsor Access website. The site will notify you of any errors and, 
if needed, prompt you to make any necessary corrections before 
you submit your data. Best of all, there’s no fee fort his service.
Integrated Payroll
Newport Group partners with a number of payroll vendors who can 
help you automate and streamline your payroll process. An integrated 
payroll solution can make it easier for you when you implement new 
features into your retirement plan, such as automatic enrollment.
We offer two integration options:
• 180-Degree Payroll Integration: A vendor submits your payroll 

to us on your behalf
• 360-Degree Payroll Integration: A vendor not only submits payroll 

to us on your behalf, but we send any updates directly to them
An integrated payroll solution is ideal for employers who have multiple business divisions.
Newport Group’s Payroll Service
With this method, you upload your company’s payroll file to our Sponsor Access website. 
From there, Newport Group’s team of payroll specialists will work with you to resolve 
errors and make necessary corrections prior to submitting the data on your behalf.

180-Degree Partners: ADP, 
Paycom, Paychex, Namely, 
ConnectPay, Ceridian, 
UltiPro, and Complete 
Payroll (CPP)

360-Degree Partners: 
Paylocity, CorPay

Not seeing your payroll 
provider listed?

Let us know. We are 
continuously onboarding new 
payroll partners and would 
be happy to explore working 
with your payroll vendor.
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Payroll Service Cost per payroll transmitted

Self-Serve Payroll No charge

Integrated Payroll (180º and 360º)
No charge if the Plan Sponsor resolves the 
errors and warnings; $25 if Newport Group 
works with the Plan Sponsor to resolve

Newport Group’s Payroll Service $40

Payroll Solutions Tailored to 
Your Plan Needs

Plan Diagnostics 
3(16) Fiduciary Services 
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newportgroup.com

We have an experienced service team, 
offering start-to-finish support

Thought leadership in this area 
with resources for advisors

Why Newport Group? 



Questions?

michael.dicenso@newportgroup.com
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