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PUTTING the PIECES TOGETHER




Post Tax Benefits

and Imputed
Income

* IRS regulations dictate who
is eligible for pre-tax
coverage. Same Sex Domestic
Partners, Same Sex Spouses
and Children of the Same Sex
Domestic Partner/Spouse
(unless adopted by the
employee) are NOT eligible
for pre-tax benefits.

e When these types of
dependents are enrolled,
there will be a pre-tax
deduction for the employee
and a post-tax deduction for
the dependent(s), and
imputed income.

eSee Page 5 of the 2012-2013
Benefits Guide for more
information.

iz spplies to Satelite agency dependents (ncluding
domestic pariners and their chdldjren]]. Two Stete
employees andfor retitees may not be overed twioe
under the coverage of two employeesfretiress. It is the
rmployes'siretiree’s responstiihity to make sure thet
they and thetr dependents do not heve duplicete Stete
moversge. This iInchudes your children who mey also be
Stete employess. Duplioate benefits will not be paid.

Dependent Child to Age 1&

@ You csn cover your chigible dependent child
through the end of the month in which they tum
age 26, Your dependent child does pot need to be s
stindent or dissbled to be covered up 1o gge 6.
hssivility certtfication & reguieed to cover children
beyond ape 26.
= If the child 15 75 or older and not disabled, post-

tax deductions snd imputed income mey apply to
any grandchildren or legal wands that you cover
under your benefil eleciions. Flease refer to the
“Tuly 301 2-lune 2013 Premium Retes™ document
at wyww b maryland gov/henehis for sdditional
details.

i You must sabmit the reguired dependent
docurmentstion and Affidevit for Dependent
Elfgikility for all newly enrolled dependent children.
See prges 13-14 for the required dependent
documentation.

i Disabled Fhgible Dependent Chald: Yoo sre pol
regaired to provide [ssbility Certificetion untll the
child resches sge 26. You will then be required to
provide continued certtfication of kis'her dissblicy
sgl every two years In order 1o keep hitmdher oo
FOUT COVETRgE.

¢ Additionsl] rules spply for covered children, see
pge 14,

Important Information About Covering
Your Same Sex Spouse or Same Sex
Domestic Partner and Your Spouse or
Partner's Child{ren)

@ How Your Taxes May He Afected — Internsl
Revenue Service [IRS) reguletions reguire different
lax trestment for group insursnce cosls essocisted
with heslth benefits for qualified same sex spowees
and domestic partners and ehgible seme sex spowse
and domestic pariner’s dependents for premiam
payments or enrallment in FSA coversge. In maost
cumes, the RS does not quelify same sex spouse smd

MarvLamD S5TaTE EMPLOYEES AND RETIREES

domestic partners and smme sex spouse or domestic
pemtner's dependents for tex-free payroll deductions
under the tax code. Therelore, health benefts
premiums for same sex spousefdomestic periners
and thetr ehgible dependents who are not quabifed
as dependents under the IRS tax code will be taxed
as cutlined below:

¢ Fayroll Deduction — For each group heslth
tnsurence plen where there & an employer
contribution and a State subsidy in which you
enmoll your same sex spoussfdomestic partrer snd
your spouss’pariner’s eligible dependents, you will
pay A

= Post-tax [after-tex] deduction for the coversge
lewel attnbutable 1o the same sex spowsefdomestic
pariner [andfor spouss’domestic periner's child;
nd

= Pre-tex [before-tax ] deduction for the coversge
level applicable o the employer coversge lewel
minus the amount of the post-tax deduction.

@ lmputed Income — For each group heslth inoamnce
plan where there is san employe: contribation snd
State subsidy tn which you enrall your same sex
spausesdomestic partner anddfor your seme sex
spausesdomestic partner’s eligible dependents, you
are subject 1o tax withholding on the State’s
contribution towsrd the coversge for those
dependents not gushified = tax dependents under
the [RS code. In other words, the Slate's
contribution towerd coversge for your sme wex
spausesdomestic partner and your seme sex spoass’
domestic partner's dependents & comsdered wages
and 15 included in your taxable gross income subject
i lax withholdings This & known as itmputbed
tncome. For mate tnformation refer to the Seme Sex
SpoussTlomestic Pertner rete pages avellable on
the “July 2012- June 3013 Fremiuom Retes™
document gt www.dbm. maryland sovibenefits.
Retirees covering & seme sex spoussdomestic
pariner will be billed quarterly for the Medicare
tmxes spplicshle to the impoted moome snd will
recelve 8 W-2 esch Jenusty indicsting the tmputed
income amount for the clendar year 1o be hled
with their tex retums

FLEIRVER e RATEE JE L



Understanding Post-Tax Deductions

and Imputed Income

Use the following assumptions: Coverage elected is Employee + Same Sex Domestic
Partner. Employee only coverage rate is $100 per pay, Employee + Spouse coverage is $180

per pay.

Pre/Post-Tax Deduction Imputed Income
e The portion of the rate attributed to * Federal regulations require that an
the same sex domestic partner is employee with a covered, ineligible
$80. tax dependent pay taxes on the value

of that person’s benefit. This is

 The employee’s portion ($100) per Imputed Income.

pay will be pre-tax and the domestic

partner’s portion of the rate ($80) e The value of the domestic partner’s
will be post-tax. coverage is dependent upon the

State’s contribution toward the
coverage. Employee will see an equal
earning and deduction on their pay
of SX, which allows taxes to be
withheld on the earnings portion
with a zero net effect to the
employee’s wages.



