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In the current climate of underfunded pension plans, effectiveness and efficiency are of
utmost importance when collecting employer contributions to pension and other bene-
fit plans. In addition to adhering to a sound collection and delinquency policy that in-

cludes payroll audits, using the appropriate method of collecting and processing employer
contributions could work significantly to the advantage of a benefit plan. This article pro-
vides an overview of methods for collecting and processing employer contributions, with a
focus on the information-processing and reporting aspects of collection.
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Employer contributions are a main
source of income for employee benefit
plans, including multiemployer plans.
Both pension and welfare plans require
adequate and timely funding in order to
provide the benefits promised under their
plan documents. As a result, every board
of trustees should carefully consider the
methods available for collecting and proc-
essing employer contributions.

The three prevalent methods used by
multiemployer benefit plans to collect
employer contributions are the periodic
remittance reporting system (usually on a
monthly basis), the stamp system and the
voucher system. Additionally, some plans
are now converting to Web-based systems.
Regardless of the method used, the board
of trustees is required to fulfill its fiduciary
obligation by ensuring the plan collects in
a timely manner the contributions due to
it under applicable collective bargaining
agreements. A choice of which of these
systems to use could be a choice about
collection timeliness.

Periodic Remittance 
Reporting System

Under this system, employers are re-
quired to prepare reports (usually on a
monthly basis) and remit the contribu-
tions due therewith. The reports list cov-
ered employees, the basis on which the
contribution is calculated (hours, wages
or weeks), the contribution rate and the
total contribution for the period. Some
plans send to each employer a report pre-
populated with the names of covered em-
ployees, and the employer fills in the rest
of it by adding new hires, deleting termi-
nated employees and filling in the
amount of the contribution to be remit-
ted. Other plans simply provide blank
forms, which are completed entirely by
the employer.

Regardless of the method used to pre-
pare the remittance report, the contribu-
tion amount is calculated by the em-
ployer. Since employers that are subject to
a collective bargaining agreement typi-
cally contribute to more than one benefit
plan, the report is usually designed to ac-
commodate remittance to all applicable
plans. Some plans require employers to

remit separate checks to each plan in-
cluded in the remittance report while oth-
ers accept one check for the total contri-
butions received. In the latter situation,
collections would have to be allocated to
the various plans covered by the collective
bargaining agreements.

The primary advantage of this method
is that, since it is commonly used in the
multiemployer environment, it is time-
tested and there are many software ven-
dors with products to offer. A primary dis-
advantage is the time lag between the
contribution period and the remittance of
the contributions, which delays the fund-
ing of benefits. This system also requires
significant manual data processing. Upon
receipt of the remittance reports from em-
ployers, each participant’s record must be
updated to keep eligibility information
current.

Another disadvantage is that employ-
ees may become aware only upon suspen-
sion of benefits that employers are not re-
mitting contributions on their behalf.

Stamp System

This method requires the employer to
purchase stamps, either in advance of
work or soon after work is performed.
Stamps are printed on pieces of adhesive-
backed paper with dimensions of approx-
imately three inches by two inches.
Stamps are distributed with each covered
employee’s pay for every pay period that
the employee earns credit under the col-
lective bargaining agreement. The em-
ployee maintains stamps in a booklet
provided by the plan, which is specifically
designed for accumulating that em-
ployee’s stamps for a specified period.
Employees submit their booklets to the
plan for processing in accordance with
plan rules. The employer provides a re-
mittance report to the fund office. Bar
codes on the stamps are generally
scanned and compared to the informa-
tion provided by the employer’s remit-
tance report for consistency.

In addition to board of trustees over-
sight, employees are in a position to mon-
itor whether the employer is discharging
its obligation to fund plan benefits. The
stamp system is common in the building
trades; it gives participants some degree
of assurance that contributions are being
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More Information

For related article summaries, see
www.ifebp.org/employercontributions.

Got a specific benefits question?
Need some help answering it? 
Call (888) 334-3327, option 5, and
get a prompt e-mail or fax back.

Conferences and Seminars

Collection Procedures Institute
September 19-20
Chandler, Arizona

View www.ifebp.org/collection for more
information.

Books

Collection of Employer Contributions,
Survey & Sample Series
Includes 13 sample collection policies.
International Foundation. 268 pages.
Item #6085. $102 (I.F. Members $41). For
more book details and a table of contents,
see www.ifebp.org/books.asp?6085.

Employee Contributions in 
Multiemployer Plans Resource Kit
International Foundation. 108 pages.
Item #6290. $25 (I.F. Members $18). For
more book details and a table of contents,
see www.ifebp.org/books.asp?6290.

To order, call (888) 334-3327, option 4.

Bonus Term

Contribution formula—As used under a
qualified profit-sharing trust or money
purchase pension plan, it is the formula
that spells out when and in what
amounts the employer will make contri-
butions to the trust.

Excerpted from Benefits and Compensation
Glossary, 11th edition (International
Foundation).

To order, call (888) 334-3327, option 4.
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made on their behalf as they move from
one covered employer to another.

This system converts the disadvantages
of the previously mentioned remittance
report system into the main advantages of
the stamp system. Contributions are cred-
ited to participants at or around the time
work is performed. The remittance of the
contributions is also timely because the
plan receives the dollars for stamps dis-
tributed to employees. An additional ad-
vantage is that employer funding of bene-
fits is visible to covered employees in the
form of the stamps collected with their
pay. This is an added level of monitoring
employer contributions to the plan.

There are three broad aspects to a
stamp system: the stamps themselves, em-
ployer reporting and employee reporting.

The Stamps

Some plans outsource the printing of
stamps while other plans produce their
own stamps at the point of sale using spe-
cialized hardware and software. Plans that
outsource printing need to consider the
costs associated with the printing, along
with safeguarding the valuable inventory
of stamps. Proper records of stamps in in-
ventory need to be maintained.

The typical scenario in a multiem-
ployer environment is one in which an
employer contributes to more than one
benefit plan on behalf of a particular em-
ployee. The various rates of contribution
(to pension, welfare and training plans,
for example) are preentered into a com-
puter system. When stamps are sold to an

employer, the system automatically calcu-
lates and allocates the amounts due to
each plan. Stamps are usually established
in varying denominations (40 hours, 35
hours, eight hours, seven hours, one hour,
etc.), including separate denominations
for overtime work. In addition, stamps
represent specific work periods and con-
tribution rates consistent with the collec-
tive bargaining agreement. A single one-
hour stamp represents the required
contributions for all the plans to which
the employer is required to contribute. For
instance, if the employer is required to
contribute to three plans, then the one-
hour stamp represents a contribution to
all three plans at the rates stipulated by
the collective bargaining agreement.

Plans usually find the ability to easily
customize and produce their own stamps
significantly advantageous over maintain-
ing an inventory of preprinted stamps.
Printing stamps at the point of sale elimi-
nates the costs associated with safeguard-
ing the inventory as there is no inven-
tory—Stamps are printed as needed. This
is an advantage in terms of internal con-
trol. Plans that print their own stamps can
easily customize the look of the stamps
and encode any relevant information
such as the employer’s name, participant’s
name, denomination and work period.

Care must be exercised in tracking the
stamps through the plan’s accounting/
information system and in establishing
adequate internal controls over the print-
ing device and the stamp-coding soft-
ware. Blank stock is loaded into the

printer, and stamps are printed based on
the stamp order from the employer. At the
same time, the system automatically cal-
culates the amount of money to be col-
lected and allocates the amounts due to
each plan. This is an important internal
control in that the cash to be collected is
logged into the system. This can then be
compared to actual collections. A bar
code capturing all relevant information is
printed at the bottom of each stamp.
Stamps can be encoded with various fea-
tures, such as invisible watermarks and
holograms to help prevent the printing of
counterfeit stamps.

Employer Reporting

Employers still need to report to the
plan office in much the same way as under
the periodic remittance reporting system,
as the burden of providing information to
the plan to update eligibility should not be
placed on participants. The information
transmitted by the employer sometimes
fulfills a need when the participant has lost
or misplaced stamps. The employer’s
records can serve to validate a participant’s
claims regarding such stamps.

Employee Reporting

Probably better described as employee
monitoring, this is an extremely valuable
function of the stamp system. Employees
are monitoring the contributions due
them under the terms of the collective bar-
gaining agreement. Each pay period, em-
ployees receive stamps evidencing the
contributions made on their behalf. In ad-
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dition, as required by plan rules, they peri-
odically turn the stamps received in to the
plan’s contribution department to ensure
that the information maintained by the
plan agrees with their documentation. The
bar code on stamps that are turned in (re-
deemed) is read, and the encoded data is
fed into the plan’s computer system. This
is then compared to information provided
by the employers’ remittance reports.

Voucher System

This system represents a twist on the
stamp system. It requires employers to
purchase vouchers (see page 14) specifi-
cally identifying the participants for whom
the benefits are paid at the time the
vouchers are purchased. Vouchers are in-
cluded in each covered employee’s pay en-
velope each pay period. The employee ac-
cumulates the vouchers and either turns
them into the plan office or logs them into
a secure Web site for processing and com-
parison to the information provided by the
employer at the time of purchase.

The advantages of this method are the
same as those of a stamp system with the
added value of identifying the participant
who is given credit at the time of pur-
chase. As a consequence, participants’ el-
igibility records can be updated on a time-
lier basis. Additionally, voucher systems
can be implemented to enable the entire
transaction to be done electronically,
without any special devices used by the
employer.

Web-Based Systems

Some plan offices are closing the tech-
nology gap by using Web-based systems
for contribution reporting and remittance.
Employers and plan staff access a Web site
through a secured Internet portal. Partici-
pants also access their records to monitor
contributions made on their behalf or
may receive vouchers, as shown, with
their paychecks. These systems do not re-
quire hardware or software installation at
the plan or employer offices and can be
customized to meet the needs of virtually
any plan. In most cases, an employer’s ex-
isting payroll system is used to upload
employees’ information (hours worked,
contributions made, etc.). Additionally,
the total contribution is allocated among
the various plans to which employers con-
tribute. A Web-based system could also
dump eligibility data (hours, etc.) into
plan participants’ records.

Employers can choose between differ-
ent reporting and payment methods. The
reporting methods include:

• File import—Employers can export in-
formation from their payroll system,
save it in a format provided by the ven-
dor of the Web-based system and im-
port it into the vendor’s system.

• Direct entry—Employers can key
payroll data directly into the ven-
dor’s system.

• Telephone entry—Employers that do
not want to use the Internet can use
this option.

Payment options include:
• Automated clearinghouse (ACH) pay-

ment—The vast majority of employers
use electronic fund transfers through
an ACH. All necessary bank account
information is stored at the vendor.

• Direct pay or lock box—Employers en-
ter the information electronically us-
ing one of the three methods listed
above. When the employer selects the
“pay” button, the system will generate
a payment voucher or remittance ad-
vice, which has mailing instructions
for the payment. When received by the
plan or bank, the check number and
amount are entered into the system. If
paid in full, the transaction is com-
plete. If there is an underpayment, the
system will generate an e-mail to no-
tify and guide the employer back into
the system. The transaction will re-
main open until the obligation has
been paid in full. Interest could be au-
tomatically applied.

Before deciding to outsource this func-
tion, as with any other transaction proc-
essing function, it is imperative that the
board of trustees get a comfort level with
the internal controls at the processing or-
ganization. We recommend that the exis-
tence of a Type II Statement on Auditing
Standard (SAS) No. 70 report on the
organization’s internal controls be a key
consideration. While this is no guarantee
against mishaps in processing or remit-
ting contributions, it nevertheless pro-
vides some degree of assurance on the in-
tegrity of the system output.

A Web-based system:
• Strengthens plan office internal con-

trols with a definite and clear-cut seg-
regation of collection of employer
contributions from recording those
contributions in the books of account.

• Eliminates certain processing activi-

ties at the plan office. Staff can focus
more on the needs of participants and
enhanced customer service.

• Ends investment in contribution proc-
essing software and upgrades and
maintenance costs of such software.

• Provides notification of employers that
did not submit contribution reports or
submitted a report but not a payment.

• Ensures real-time access to informa-
tion on employer contributions and
remittances and to participant data.

Transitioning

Transitioning from the conventional
periodic remittance reporting system to
any of the others requires a detailed and
reliable systems analysis, with input from
all key users. This should assist in provid-
ing a smooth changeover. Nevertheless,
the entire process could run anywhere
from three months to a year. The plan of-
fice has to set up the information-proc-
essing and accounting systems, employ-
ers have to be notified of the change and
trained on the new procedure, and em-
ployees have to be educated. Some points
to keep in mind:

• Most plans would find it useful to form
a committee or subcommittee charged
with examining, among other things,
the cost/benefit of switching from a
conventional system, overseeing a de-
tailed systems analysis, identifying po-
tential vendors and drafting a request
for proposal.

• The committee should include plan
professionals, such as the certified
public accountant, attorney, actuary
and computer consultant; employers;
and internal users drawn from infor-
mation technology, contributions
processing, etc.

• The impact on the plan’s collection
and delinquency policies and proce-
dures, in particular with respect to the
timing of receipt of contributions and
determination of delinquent contri-
butions. Remember that under the
stamp, voucher or Web-based sys-
tems, employer funding of benefits is
expected to coincide with employee
pay periods and would be more cur-
rent than under the periodic remit-
tance reporting system. Under the lat-
ter system, contributions might have
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been remitted once a month for
weekly pay periods in the preceding
month. The question of when a con-
tribution becomes delinquent may
have to be revisited.

• The policies and procedures should
also address timely reporting by em-
ployers. Having funded the benefits,
employers may not see the impor-
tance of the timely submission of their
reports.

Conclusion

Regardless of the remittance method
used, the plan must ensure that employee
records are updated in a timely manner as
contributions are earned and the neces-
sary reports are received from both the
employee and employer. Obviously, be-
fore changing from one system to another,
the board of trustees must carefully weigh
costs versus benefits. B&C

The authors wish to thank Brian Facquet
of ADP-Benefit Fund Services in New York,
New York for his contributions to this
article.

For information on ordering reprints of
this article, call (888) 334-3327, option 4.
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