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TITLE:

Resolution calling upon the New York State Legislature to pass Assembly Bill 7577 and Senate Bill 4795-A which would exempt contributions made by an employer to an accident or health plan for the benefit of an employee’s domestic partner from State and City taxes. 


Today, the Committee on Finance will hold a hearing on a Preconsidered Resolution __, which calls upon the New York State Legislature to pass Assembly Bill 7577 and Senate Bill 4795-A which would exempt contributions made by an employer to an accident or health plan for the benefit of an employee’s domestic partner from State and City taxes.   

TAX TREATMENT OF DOMESTIC PARTNER’S HEALTH BENEFITS


Section 61(a)(1) of the Internal Revenue Code (“IRC”) provides that gross income includes “compensation for services, including fees, commissions, fringe benefits, and similar items.”
 Pursuant to Internal Revenue Code § 106, employer contributions for health and accident insurance are excluded from the employee’s gross income. However, this exclusion is limited to contributions made for coverage of the employee, his or her spouse, and his or her dependents, as defined in IRC § 152.
 

Thus, when an employer pays additional amounts so that an employee’s domestic partner (who does not qualify as a “dependent” as defined in IRC § 152 ) can be covered by a health insurance plan, that amount is in excess of the amount paid to cover the employee is treated as part of the employee’s federal gross income for federal tax purposes. Because State and City tax laws determine “gross income” based on the Federal tax laws, the cost of health benefits for a domestic partner are also taxed as a taxable fringe benefit at the State and local level as well.

In addition to the employee’s contribution amount being reported as additional compensation to the employee (whereby employer is required to withhold applicable City, State and Federal taxes from the employee’s pay based on the additional compensation), the employee’s contribution for his or her domestic’s health insurance coverage is made on an after-tax basis. According to the Memo in Support, current taxation of these benefits adds approximately $370 in additional taxes to the taxpayer’s New York State and New York City tax bill.  


This current tax treatment leads to the inequitable situation where a married employee whose spouse is covered under an employer health plan does not have to treat this benefit as a taxable benefit, but an employee with a covered domestic partner does, and is therefore subject to additional taxes.

ASSEMBLY BILL 7577 AND SENATE BILL 4795-A  


In order to ameliorate the discriminatory effects of the current tax treatment of health insurance benefits for domestic partners, Assemblyman O’Donnell and Senator Duane introduced legislation in the New York State Assembly (A. 7577) and the New York State Senate (S.4795-A), respectively, to amend the State Tax Law (the “Tax Law”) and the Administrative Code to exempt from federal adjusted gross income the value of employer-provided coverage under an accident or health plan for an employee’s domestic partner. 

Specifically, these bills would amend Section 612 of the Tax Law and Section 11-1712 of the Administrative Code so that contributions made by an employer to an accident or health plan for the benefit of the employee’s domestic partner, to the extent includible in gross income for Federal tax purposes, are not included in determining taxpayer’s City or State adjusted gross income.  As stated earlier, this would save a taxpayer who has a domestic partner covered under his or her insurance policy approximately $370 annually in State and City taxes. 

PRECONSIDERED RES. NO.      


This Preconsidered Resolution calls upon the New York State Legislature to pass Assembly Bill 7577 and Senate Bill 4795-A which would exempt contributions made by an employer to an accident or health plan for the benefit of an employee’s domestic partner from State and City taxes. Such tax exemption would not only further the goal of equality between married couples and domestic partners, but would further the goal of making quality health care more accessible and affordable to more New Yorkers.  

�








� Section 1.61-21(a)(3) and (4) of the Income Tax Regulations state that a fringe benefit provided in connection with the performance of services shall be considered to have been provided as compensation to the person performing such services.


� IRC § 106. In general, this includes coverage for a spouse, or other dependents as defined in IRC § 152. Under such section, in order for a domestic partner to qualify as a “dependent,” the domestic partner must be an individual who receives more than half of his or her support for the calendar year from the employee and is an individual who for the taxable year of the employee has his or her principal place of abode in the home of the taxpayer and is a member of the taxpayer’s household.  


� See Tax Law § 612(a) which provides, in relevant part, as follows: “New York adjusted gross income ... means his federal adjusted gross income as defined in the laws of the United States for the taxable year”; and Administrative Code of the City of New York § 11-1712(a) which provides, in relevant part, as follows: “city adjusted gross income of a city resident individual means his or her federal adjusted gross income as defined in the laws of the United States for the taxable year.” 
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