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Domestic partners and their dependents

You may cover a domestic partner and dependents who meet certain requirements. Adding a
domestic partner who is not a tax dependent will increase your tax withholding, and you will take
home less pay.

PEBB provides benefits to domestic partners that are comparable to those offered to married
spouses, where legally possible. You may enroll your domestic partner in all benefit coverage
available to a spouse either within 60 days of a Qualified Status Change or during the open
enrollment period. A domestic partner’s children are also eligible for enrollment. Federal laws may
require differences in administration of benefits. For example, Medicare will pay as primary
coverage for a domestic partner who becomes eligible for Medicare while covered under an
employee’s coverage.

The member and the domestic partner are eligible if they have

o Registered a certificate of their domestic partnership under Oregon law; or
¢ Signed and submitted to the member’s agency a notarized Affidavit of Domestic Partnership
declaring that both meet all the following criteria:
e Are both at least 18 years of age;
e Are responsible for each other's welfare and are each other’s sole domestic
partners;
e Are not married to anyone ;
e Share a close personal relationship and are not related by blood closer than
would bar marriage in the State of Oregon;
e Currently share the same regular permanent residence; and
¢ Are jointly financially responsible for basic living expenses defined as the cost
of food, shelter and any other expenses of maintaining a household. Financial
information must be provided if requested.

NOTE: An employee who has a registered certificate of domestic partnership must submit only the
appropriate PEBB update forms to the agency either within 60 days of meeting the qualifications or
during the open enrollment period to add coverage for a domestic partner. An employee who
establishes the partnership through an Affidavit of Domestic Partnership must submit both the
affidavit and appropriate PEBB update forms to the agency either within 60 days of meeting the
qualifications or during the open enrollment period.

Affidavit of Domestic Partnership Process

The employee must submit the completed, notarized affidavit to the agency within five business
days of the electronic enrollment date or the date the agency receives the paper enroliment or update
forms. If not, coverage will terminate for the domestic partner and the domestic partner’s dependent
children back to the effective date.

If requested, the member and domestic partner must be able to provide at least three forms of
verification of their joint responsibility, with information dated to confirm eligibility at the time of
enrollment.

Children of Domestic Partners

Children of eligible domestic partners may be covered by the member’s plans, whether or not the
enrollment includes the domestic partner. An employee who has registered a domestic partnership
must submit only the appropriate PEBB update forms to the agency to add coverage for a domestic
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partner’s children either within 60 days of meeting the qualifications or during the open enrollment
period. If the employee does not have a registered certificate of domestic partnership, the employee
must submit the completed, notarized Domestic Partner Affidavit to the agency within five business
days of the electronic enrollment date or the date the agency receives the paper enrollment or update
forms. If the affidavit is not received within 5 days, coverage will terminate for the domestic
partner’s dependent children back to the effective date.

Tax Considerations

Before enrolling a domestic partner or a partner’s children for coverage, employees should know
there may be important tax considerations. Payroll will add an imputed value to the eligible
employee’s taxable wages for the fair market value of the insurance premium for coverage of the
domestic partner and domestic partner’s children, unless the employee notifies payroll that the
domestic partner qualifies as a tax dependent under IRS rules.

Following is information provided by the Oregon Department of Justice Attorney General’s Office
regarding this topic.

Domestic Partner and Domestic Partner Children as Dependents for Pre-Tax
Health Benefit Purposes

Domestic Partners Eligible for Health Coverage

Group health coverage, including medical and dental benefits, is available for a domestic partner
(and a domestic partner’s children) of the State of Oregon’s eligible employees. Refer to the
applicable summary plan description (SPD) and enrollment materials for a definition of domestic
partner and the procedures you must follow to enroll your domestic partner and or domestic partner
children for coverage.

Tax Consequences of Domestic Partner Coverage

Under federal tax law, if your (non-spouse) domestic partner does not qualify as your tax dependent
for health coverage purposes (as defined below), then the value of your domestic partner’s coverage
will be included in your gross income, subject to federal income tax withholding and employment
taxes, and will be reported on your Form W-2. This includes any portion of the premiums that your
employer pays for your domestic partner’s health coverage. (The value of coverage varies,
depending on the medical and dental coverage options you elect)

If your domestic partner qualifies as your tax dependent for health coverage purposes, then no
portion of the premiums paid by your employer will be included in your income or be subject to
federal withholding or employment taxes.

Note that if your domestic partner fails to qualify as your tax dependent for health coverage purposes
for any portion of the calendar year because of a change of abode, household, or support during the
year, the value of your domestic partner’s coverage for the portion of the year prior to the change
will be included in your gross income and related income tax and employment tax withholding will
be charged to your pay as rapidly as possible. The catch-up on withholding will reduce your take-
home pay and such reduction could be for some periods. The catch up on withholding to your
agency payroll must be completed before the end of the current tax year.

You should also note that state tax treatment of domestic partner health coverage will differ. See
OAR 150-316.007-(B) Policy -- Application of Various Provisions of Tax Law to Domestic
Partners, or call the Oregon Department of Revenue at 503-378-4988 or toll-free from an Oregon
prefix at 1-800-356-4222 for more information about state tax treatment.
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Although coverage is also available for children of an eligible employee’s domestic partner under
your employer’s group health plan, a domestic partner’s child is unlikely to qualify as an employee’s
tax dependent for health coverage purposes. Thus, the value of such coverage generally must usually
be included in your gross income.

Who is a Dependent Domestic Partner for Pre-Tax Health Coverage?

IRS Publication 501 contains information on how to determine a dependent. In general, the
following conditions must be met (in addition to meeting PEBB domestic partner eligibility
requirements) for your same-sex or opposite-sex domestic partner to qualify as your tax dependent
for pre-tax health coverage purposes under federal tax law.

e You and your domestic partner have the same principal place of abode for the entire calendar
year;

e Your domestic partner is a member of your household for the entire calendar year (the
relationship must not violate local law);

e During the calendar year you provide more than half of your domestic partner’s total support

e Your domestic partner is not your (or anyone else’s) qualifying child under Code 152 c; and

e Your domestic partner is a U.S. citizen, a U.S. national, or a resident of the U.S., Canada, or
Mexico.

Your domestic partner could be your federal tax dependent for health coverage purposes even if you
do not claim an exemption for him or her on your Form 1040. If your tax year is a year other than
the calendar year, use the other year instead. Your employer will also consider your opposite-sex
domestic partner to be your federal tax dependent for health coverage purposes if he or she meets the
above requirements for the first portion of the year, then you marry, and he or she remains your legal
spouse for the remainder of the year.

To determine whether you provide more than half of your domestic partner’s total support, you must
compare the amount of support you provide with the amount of support your domestic partner
receives from all sources, including Social Security, welfare payments, the support you provide, and
the support your domestic partner provides from his or her own funds. Support includes food,
shelter, clothing, medical and dental care, education, and the like. If you believe you might provide
more than half of your domestic partner’s support, you should use the support worksheet in IRS
Publication 501 (Exemptions, Standard Deduction, and Filing Information) before you complete the
Certification described below.

When is a Domestic Partner’s Child Considered a Dependent for Pre-Tax Health Coverage?

Determining whether a domestic partner’s child is a dependent is more complicated than
determining if a domestic partner is a dependent. Seeking the advice of a tax professional is
recommended before certifying that a domestic partner’s child(ren) is/are dependent(s). This is
because in addition to PEBB’s requirements for dependent children, generally all of the following
must be met for your domestic partner’s children to qualify as your tax dependent(s) for pretax
health coverage under federal tax law:

e The child is your domestic partner’s child, adopted child, child placed for adoption, or eligible
foster child
¢ The child is a member of your household who shares your principal place of abode. (Note that

the child is not a member of your household if your relationship with the child violates local
law.)
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e You provide over half the child’s support for the calendar year.

e The child is NOT a Qualifying child of any other taxpayer*

e The child is a U.S, citizen, national or resident of the U.S. or a resident of Canada, or Mexico; or
is an adopted child and you are a U.S. citizen or national.

*Note: Under IRS Notice 2008-5, a domestic partner’s child is not a qualifying child of the domestic
partner if the domestic partner (or any other person with respect to whom the child potentially would
be a qualifying child, such as child’s other parent) is not required to file a federal income tax return
and either (a) does not file such a return, or (b) does so solely to obtain a refund of withheld income
taxes.

Filing a Certification of Dependent Domestic Partner Status

If your domestic partner qualifies as your tax dependent for health coverage purposes, you can avoid
having the value of your domestic partner’s health coverage treated as taxable income. To avoid
taxation, you must complete and return the Certification of Dependent Domestic Partner Status,
indicating that your domestic partner qualifies as your federal tax dependent for health coverage
purposes. Because the determination of whether a person is a tax dependent for health coverage
purposes turns on facts solely within your knowledge, your employer cannot make this
determination for you. You should make this determination in consultation with your tax
professional. You will be asked to complete a Certification each year at open enrollment. For any
year in which your employer does not receive a Certification from you, your employer will assume
that your domestic partner does not qualify as your federal tax dependent for health coverage
purposes for that year.

This information is only a summary of the tax provisions governing the tax status of a
domestic partner (or the domestic partner’s children) for health plan purposes, and is not
intended nor should it be relied upon as legal or tax advice. Due to the complexity of these tax
rules and the potential impact of any imputed income you may incur, you should seek advice
from a competent tax professional before certifying as to the tax status of the person being
enrolled.

Removing a Domestic Partner and Domestic Partner’s Children from Coverage

You may remove a domestic partner and partner’s children from coverage:

¢ Within two weeks of receiving the first pay statement reflecting the tax implications following
initial enrollment.

e Within 60 days of termination of the partnership. If you terminate a Domestic Partnership by
Affidavit, you must complete and submit a Termination of Domestic Partnership form and any
other necessary update forms. PEBB plan coverage ends the last day of the month in which the
partnership terminates.

¢ Within 60 days of and consistent with a qualified mid-year change event

e During Open Enrollment.
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