Long Term Care Insurance:  The Employer-Sponsored Benefit Option
America’s workforce is aging.  More and more of your employees’ time may be devoted to providing long term care for members of their family.  This can cause them to take additional time away from work, lowering their productivity and the company’s bottom line.  This has prompted some employers to sponsor long term care insurance.  As an employer, what would this involve?
Most long-term care insurance in the Untied States is in the form of individual policies, purchased by individuals for themselves (and sometimes a spouse) without any involvement by their employers.  However, about one-third of those with long-term insurance coverage are through employer-sponsored plans.  

Employer-sponsored coverage is an important and the fastest growing segment of the long term care insurance industry and accounts for about a third of all insureds.  Employers have two choices on how they want to establish a plan.  One is an employer-sponsored group plan where the employer owns a group policy that covers participating employees.  This approach is best suited for larger employers.  These plans often offer guaranteed issued policies for active employees.  The employees have a set of plan options for such features such as daily benefit, benefit period, elimination period, etc.  The second choice is employer-sponsored individual long tem care insurance.  Each participating employee owns their own individual policy.  This approach is best suited for small to mid-size employers.  Most insurers require fully underwriting, but the employees may choose from a full range of benefit options. 

The premiums for either option are generally less than the premiums for comparable individual coverage.   Premiums are paid through payroll deduction and coverage is fully portable.  Employees also receive favorable tax treatment in the form of tax free benefits and may be able to deduct part of the premiums. 
So what are the obstacles to employer-sponsored long term care insurance?  While many employers appreciate the value of long-term care insurance coverage, many have not adopted such plans due to concerns over administrative costs.   Group long-term care insurance can cost very little to offer as a voluntary group benefit and it costs almost nothing to sponsor individual coverage.  Another employer concern is that employees will expect them to contribute to the premium.  Others do not see the need for such coverage especially if they have a younger workforce.  
Regarding employee participation, it tends to be low (about 4%-5%), but can vary from 1% to 40%.  This variation appears to depend on the characteristics of the business, the plan design, and the marketing of the coverage.   Employer-sponsored long-term care insurance offers tax advantages to both employers and employees.   As a general rule, employers paying premiums or portions of premiums on behalf of his/her employees may deduct his/her payments.  The premiums must be deemed reasonable and ordinary business expenses, but meeting this test is relatively easy, and the deduction is unlikely to be challenged provided the long-term care insurance is offered as an employee benefit.  Employees do not have to include as taxable income any premium paid on their behalf by their employer.  For the employee, premiums may be partially deductible depending on the taxpayer’s age at the end of the tax year.  Unlike other employees, a self-employed owner may not exclude from their taxable income long-term care insurance premiums made by the employer on their behalf.  However, a self-employed owner can take a deduction for a portion of such premiums. 
So what decisions do employers have to make?  They need to decide whether they want to own the policy (normally for larger employers) and be more actively involved or have each participating individual own their own policy (normally for smaller and some mid-size employers) and be less actively involved.   Each situation is different and careful planning is highly recommended.  
Employer-sponsored long term care insurance is increasing as more employees are becoming aware of the need for it and are looking for employers to provide it.  In an effort to retain employees and make your benefit package more competitive, employer-sponsored long term care insurance is an option you might want to consider.
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