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This document gives examples of how to set up coverage calculations and costing rules for Long Term 
Disability (LTD) and Short Term Disability (STD) benefit plans.  
 
If you are adding a new plan, refer to the Benefit Set-Up document for a full explanation of all fields. 
 
In this document, we will describe the set-up of a Long Term Disability plan that provides the employee 
with 60% of his or weekly pay, up to $1,000 a week. The cost to the employer is $.1667 per $10. 
 
Defining the Coverage Calculation 
 
The benefit amounts of LTD and STD plans are typically expressed as a percentage of the employee’s 
weekly pay, such as 60%. Convert your percentage into a Salary Multiplier by dividing it by 100: 
 
60 / 100 = 0.6 
 
Enter this amount in the Salary Multiplier field. 
 
If there is a maximum benefit amount per pay period, annualize the amount and enter it in the Maximum 
Coverage field. In this example, there is a maximum benefit of $1,000 per week.  
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If the employee’s annual salary is to be rounded before applying the Salary Multiplier, select a value 
from the Salary Rounding Option drop down list. If the desired option is not shown, go to the Common 
Object Dictionary and add a value to the Rounding Index common object. In this example, a value is 
being added to round to the nearest dollar. If the amount should be rounded up to the next increment, 
select the Round Up checkbox. 
 

 
 
If the annual amount of coverage should be rounded, select a value from the Coverage Rounding Option 
drop down list. If the desired value is not found, right click on the down arrow next to this field, and add 
a value to the Rounding Index common object as described in the previous step. If no rounding should 
occur, leave this field blank. This is typically used for life insurance coverage rather than disability 
plans. 
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Defining the Costing Rules 
 
Costs for LTD and STD plans are typically expressed as an amount per $10 of the weekly benefit. Since 
the system annualizes the employee’s coverage amount, the pay period benefit amount must also be 
annualized. In our example, this would be: 
 
$10 x 52 weeks = $520 Units of Coverage 
 
Enter the Cost, whether it is employer-paid, employee-paid, or both, along with the Frequency of the 
Cost. The Cost may be entered as an amount such as Weekly, Monthly, etc. In our example, the cost is 
$.1667 per week. 
 
Enter the annual amount in the Units of Coverage field, in this case $520. 
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Benefit Enrollment 
 
When you enroll an employee in this benefit, the system will annualize the employee’s compensation, 
apply any Salary Rounding rule that has been set up, multiply this amount times the Salary Multiplier, 
and then apply any Coverage Rounding rule that has been set up. 
 
For this employee whose annual compensation is $36,000.00, the system multiplies this amount times .6 
for a result of $21,600.00.  
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The employer cost is calculated as: 
 
21600 annual benefit divided by 520 = 41.5385 increments x .1667 = 6.9245 per week times 52 = 
360.07 per year. The system then divides this amount by the number of pay periods per year for this 
employee. In this example, this is 360.07 divided by 24 = 15.0029, which is rounded up to the next 
penny to be 15.01. 
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Additional Examples 
 
The benefit cost may also be expressed as an amount per $1,000 of coverage. Examples are given to 
illustrate this method. 
 
Example 1 
 
In this scenario, the employee receives Short Term Disability of 67% of his or her weekly pay, up to a 
maximum of $500. 
 
Set up the salary multiplier as .67, with a maximum of 500 x 52 weeks = 26,000 Maximum Coverage. 
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For an annual cost of $2 for $100 of coverage, multiply both numbers times 10 to get the cost per 
$1,000. This results in $20 per $1,000 of coverage. Divide this cost by 12 months to arrive at $1.666 per 
Month per $1,000. 
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When this employee enrolls, the system multiplies her annual salary of $36,000 times .67 to get 
$24,120. This is the annualized amount of the short term disability benefit:  
 
36,000 annual salary / 52 weeks = $692.31 weekly pay x 67% = $463.85 weekly STD benefit x 52 = 
$24,120. The system calculates all coverage amounts as annual amounts. 
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To figure the annual cost: 24,120 / 1,000 x $1.6666 per month x 12 months = 482.21 Total Annual Cost. 
 
482.21 / 24 pay periods per year = $20.10 (system rounds to higher penny) 
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Example 2 
 
The Short Term Disability benefit provides for 60% of the employee’s weekly pay. The cost is $.76 per 
$10 of the weekly benefit. Enter .6 in the Salary Multiplier field in Employer Benefit Plans. 
 
Multiply the cost times 100, and then divide by 52. This is the cost per Month per $1,000. 
 
$.76 x 100 / 52 = $1.4615 per Month per $1,000.  
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For an employee who is paid $41,600 per year: 
 
41600 x .6 = 24960 / 1000 x 1.4615 = 36.48 per month x 12 months = $437.75 annual cost.  
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If the employee is paid semi-monthly, the system will take 437.75 / 24 = 18.24 per pay period. 
 

 
 
 


