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SBCCOE Employee Benefit Trust
Important Tax Information for

Domestic Partner Medical, Dental and Vision Benefits

The General Rule
The amount of your contribution to provide medical, dental and vision benefits for a domestic partner and children of a domestic partner will be the same as for a spouse and his or her children.  However, the Internal Revenue Code treats spouses and children through marriage differently with respect to medical, dental and vision benefits.  The cost of coverage for a spouse, children or stepchildren is automatically exempt from taxes, but for a person who is not a spouse, child or stepchild through marriage, the value of employer-provided medical, dental and vision benefit coverage is not exempt from tax unless the person is a “dependent” as defined in Internal Revenue Code sections 152 and 105(b).

How Does It Work?
If your domestic partner and his or her children are your tax qualified dependents for medical, dental and vision care coverage under sections 152 and 105(b) of the Internal Revenue Code, you must provide your employer with a “Certification of Tax Qualified Dependents” to that effect to gain the benefit of the tax exemption.  If your domestic partner and his or her children qualify as tax qualified dependents, the cost of coverage under your employer’s benefit programs can be deducted from your pay on a pre-tax basis and no additional amount will be considered additional income to you.  The Certification of Tax Qualified Dependents may be obtained from the human resources office.   
If your domestic partner and his or her children are not your tax qualified dependents, payments you make, for medical, dental and vision coverage usually will be deducted from your salary on a post-tax basis.  The total value of the coverage provided to your domestic partner and his or her children under the medical, dental and vision plans will be considered taxable income to you.  
How is the "value" of domestic partner coverage determined?
The value of your domestic partner coverage under the medical, dental and vision plans is the difference between the total cost of coverage for yourself only and the total cost of coverage for yourself, your domestic partner and his or her children (if any).  
When is my domestic partner considered my dependent for medical, dental and vision coverage purposes?
In general, under the definitions in Sections 152 and 105(b) of the Internal Revenue Code, your domestic partner is a dependent for medical, dental and vision plan purposes if:
1.
Your domestic partner is a member of your household, and has his or her principal place of residence in your home; and
2.
You furnish over half of your domestic partner’s support for the year.  In making this calculation, the amount you contribute towards your domestic partner’s support must be compared with the amounts received for support of your domestic partner from all other sources, including any amounts supplied by him, or her and including earnings; and
3.
Your domestic partner is a U.S. citizen or national or a legal resident of the U.S., Canada or Mexico; and
4.
Your relationship with your domestic partner does not violate local law.

(Caution:  The above rules apply to tax dependency for medical, dental and vision plan purposes only.  Additional rules may apply before you may claim an individual as your dependent for other tax purposes.)
If you elect to have the eligible children of your domestic partner covered by the medical, dental and vision plans, the same rules on dependency apply.  The value of coverage will be taxable to you unless the children are your dependent(s) as described above.  So, if the children do not have their principal place of residence in your home but still receive over half of their support from you, the children are not your tax qualified dependents and the value of coverage under the medical, dental and vision plans will be taxable to you since the children do not maintain a principal place of residence in your home.
If your domestic partner and his or her children experience a change in status that converts your domestic partner or his or her children to a tax qualified dependent, you should complete a Certification of Tax Qualified Dependents within thirty-one (31) days of the modification and return it to your employer so that the value of coverage of benefits provided under the medical, dental and vision plans will not be taxed.  
Employees considering domestic partner coverage are advised to seek professional tax advice on this matter.  SBCCOE Trust and your college/agency do not intend this information to be legal tax advice, and do not warrant the accuracy of the information provided on this matter.  SBCCOE Trust and your college/agency will not accept responsibility for any loss or tax liability of the employee or his or her partner in the offering of domestic partner benefits.
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