Proposal to Extend Health Benefits to Domestic Partners – City of El Paso Health Benefit Plan
Effective January 1, 2010

Definition – An individual who lives in the same household and shares the common resources of life in a close, personal, intimate relationship with a City employee if, under Texas law, the individual would not be prevented from marrying the employee on account of age, consanguinity or prior undissolved marriage to another.  A domestic partner may be of the same or opposite gender as the employee.  The City of El Paso Health Benefit Plan shall establish the appropriate forms and determine the appropriate documentation that may be presented to establish the relationship.
Requirements - Domestic partners are two people of the same or opposite sex, both of whom are eighteen years of age or older, neither of who is married to or related to by blood, who have resided together in the same residence for at least six months and intend to do so indefinitely.  Three of the following documents will be required to demonstrate interdependence:

· Joint deed or mortgage agreement to demonstrate common ownership or real property or a common leasehold interest in property;

· Common ownership of a motor vehicle;

· Driver’s licenses listing a common address;

· Proof of joint bank accounts or credit accounts;

· Proof of designation as the primary beneficiary for life insurance or retirement benefits, or primary beneficiary designation under a partner’s will and/or;

· Assignment of a durable property power of attorney or health care power of attorney.

Employees and domestic partners will be asked to sign a Declaration of Domestic Partnership.  The children (as defined in the City’s Health Plan) of domestic partners are also eligible for coverage.  If the relationship terminates, the employee will be asked to sign a declaration of Termination of Domestic Partnership. The partner and/or partner’s children will be eligible for COBRA benefits.  

Other benefit coverages – The current ancillary vendors (dental, vision and life) will extend coverage to domestic partners with no change in benefits or premium.  The stipulation of domestic partner coverage is included in the current request for proposal for ancillary coverages.

Tax Consequences – 

Internal Revenue Code Sec. 106 states employees are not taxed on health coverage costs for spouses and/or dependents.  

Internal Revenue Code Sec. 152(a)(9) states the definition of a dependent which does not include a domestic partner.  

Imputed taxes would be applied per Internal Revenue Service rules and regulations if an employee receives employer-paid health coverage for anyone who is not the employee’s tax dependent.  Since the domestic partner fails to qualify as a spouse or dependent under IRS Reg. Sec. 1.61-21(b)(10), the value of the fringe benefit (usually the medical premium cost less the amount paid by the employee) will be included in the employee’s gross income and subject to federal and state income tax withholding, FICA and Medicare tax.
Coverage elsewhere – The research Institute of America estimates that over 6,500 governments, tax-exempt organizations, universities, and private and public companies offer health care benefits to their employees’ domestic partners.  In Texas, City of Austin and City of Dallas provide domestic partner coverage under their health plan.

Estimated Enrollment – The Hay Group, Crest Benefits and Aetna agree the City can anticipate less than 1% increase in enrollment (45 employees) under domestic partner coverage provision.  Estimate is based on enrollment figures for other clients who have extended this coverage in their health plans.
Cost to the City– Both the Hay Group and Crest Benefits agree the estimated cost to the health plan would be less than .5%.  Impact on FY2010 Health fund budget:

	Total Projected Health Plan Expenses
	$35,088,602

	Estimated Claims Expense for Domestic Partner Coverage (.5% of Expenses)
	$   175,443

	Max. Projected City Contributions

(Based on Max participation)
	$ 127,755 to $ 287,074

	Max. Projected Employee Deductions

(Based on Max participation)
	$  30,487 to $  72,072

	Max. Total Projected Net Cost to Plan
	$ 272,711 to $ 390,445


Estimated annual cost to the employees in Imputed Income - $ 2,903.52 to $6,524.40

City Administration has been compiling information for this proposed change since 2003.  

