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Tax Implications
The Internal Revenue Service has ruled that domestic partners can not be considered spouses for tax purposes. Thus, employers are obligated to report and withhold taxes on the fair market value of the domestic partner coverage. This is not true for health insurance coverage for legal spouses, which is not taxable income to the employee. The fair market value of the domestic partner coverage is usually the amount the employer contributes to a health plan to cover the domestic partner, over and above the amount contributed for single and/or dependent coverage. Domestic partner benefits may be considered non-taxable only if the domestic partner meets the IRS definition of a "dependent." Internal Revenue Code (IRC) Section 152 defines a dependent as someone who resides in the employee's household and who receives at least half of their support from the employee.

Proposal

 Health insurance coverage for domestic partner should not be taxable if domestic partners show. Allow for domestic partner registries and if registered allow lesbian and gay couples to obtain the rights and benefits covered by legal marriage.

Transition, Tradeoffs and Special Issues 
Transition should take effect in 2006 with the adoption of domestic partner registry. If the tax law in unable to change then start taxing married couples for these special benefits. 
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