Economic
Benefits of
Marriage

UNDER FEDERAL AND CONNECTICUT LAW

by Terence Dougherty

National Gay and Lesbian Task Force Policy Institute




National Gay and Lesbian )

Task Force

Author Terence Dougherty
Associate—Patterson, Belknap, Webb & Tyler LLP

Editors Jason Cianciotto, M.P.A.
Research Director, National Gay and Lesbian Task Force Policy Institute

Mandy Hu, M.A.
Vaid Fellow, National Gay and Leshian Task Force Policy Institute

Eamonn Maguire, Ph.D.
The National Gay and Lesbian Task Force Policy Institute is a think tank dedicated to research,
policy analysis and strategy development to advance greater understanding and equality for
lesbian, gay, bisexual and transgender people.

We would like to thank Patterson, Belknap, Webb & Tyler LLP for collecting and analyzing these
data as well as writing this report.

National Gay and Lesbian Task Force

Washington, DC Los Angeles, CA

1325 Massachusetts Avenue NW, Suite 600 5455 Wilshire Boulevard, Suite 1505
Washington, DC 20005-4171 Los Angeles, CA 90036

Tel 202 393 5177 Tel 323 954 9597

Fax 202 393 2241 Fax 323 954 9454

New York, NY Cambridge, MA

90 William Street, Suite 1201 1151 Massachusetts Avenue

New York, NY 10038 Cambridge, MA 02138

Tel 212 604 9830 Tel 617 492 6393

Fax 212 604 9831 Fax 617 492 0175

ngltf@thetaskforce.org

Patterson, Belknap, Webb & Tyler LLP

1133 Avenue of the Americas
New York, NY 10036-6710

Economic Benefits of Marriage under Federal and Connecticut Law is one of many publications from the Policy

copies of other Task Force publications are also available and can be ordered from our website, or by calling
(202) 393-5177.

© 2005 The National Gay and Lesbian Task Force Policy Institute

The National Gay and Lesbian Task Force Policy Institute encourages, and grants permission to, reproduce
and distribute this publication in whole. This publication may not be reproduced in part without written
permission of the National Gay and Lesbian Task Force Policy Institute. When referencing this document, we
recommend the following citation:

Dougherty, T. (2005). Economic benefits of marriage under federal and Connecticut law. New York: The
National Gay and Lesbian Task Force Policy Institute.

ECONOMIC BENEFITS OF MARRIAGE


http://www.thetaskforce.org
http://www.thetaskforce.org

Executive Summary

ECONOMIC BENEFITS OF MARRIAGE UNDER FEDERAL AND CONNECTICUT
STATE LAW

This study focuses specifically on the economic costs under federal and
Connecticut law borne by same-sex couples who are not able to legally marry,
compared to their married opposite-sex counterparts. A focus on economic issues
quantitatively illustrates how same-sex couples are discriminated against by not
being allowed to access the benefits, protections, and

responsibilities only granted through equal access to civil Even if the Connecticut
marriage. Even if the Connecticut legidature passes a civil legislature passes a civil
unions bill, it will not allow same-sex couples in the state to unions bill, it will not allow
access al of the benefits and protections afforded to married  same-sex couples in the state
opposite-sex couples because civil unions are not recognized to access all of the benefits
under federal law. and protections afforded to

married opposite-sex couples
In order to learn about the economic issues faced by actual because civil unions are not

Connecticut residents, a number of same-sex couples were  recognized under federal law.
interviewed. These couples live in various parts of the state,

and have different income levels and educational backgrounds. Some are parents
of young children, some have adult children and some are approaching retirement
age. Regardless of their individual circumstances, each faces specific financial
hardships because of discrimination in state and federal civil marriage laws. For
analytical purposes, this study also includes four hypothetical couples created to
illustrate additional economic disadvantages for which we could not find real-
world same-sex couples who were willing to publicly share their personal and
financial information. In total, these case studies illustrate the economic
disadvantages felt by thousands of Connecticut same-sex couples because they are
unable to enter into a civil marriage that is recognized under state and federal law.

FINDINGS

Federal and State Income Tax Liability
Stephen Rinaldi, 51, and Andre Kreft, 50, are areal same-sex

Combined Total Income Tax Liability for Stephen

couple living in Connecticut. They have been together for and Andre (2003)
five years. Stephen works full time as an dligibility services

supervisor for the State of Connecticut Department of Social :ﬁggg $13,636

Services. Andre is a visua artist and substitute teacher.  szooo $10.947

Unlike married opposite-sex couples, who may incur lower $$1gggg

state and federal income tax liability by filing jointly, Stephen  g6000
and Andre must file separately. Consequently, in 2003  $4000

$2,000

Stephen and Andre’s combined federal and state income $0
tax liability was 25% higher ($2,689 more) than it would OICurrent Liability
have been if they could havefiled ajoint return. W Liability i they were legally maried
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Social Security Retirement Benefits

Lawrence B., 40, and Daniel R., 43, are a real same-sex
couple living in Connecticut. They have been in a
committed relationship for 22 years. Together, they have
three adopted children. Lawrence is an attorney and Daniel
IS a stay-at-home father. Since Daniel currently has no
income, he may be ineligible to receive Social Security
benefits. If Lawrence and Daniel were legally married
under state and federal law, upon Lawrence reaching
retirement age, Daniel would be entitled to receive benefits
based on Lawrence’s employment record in the amount of

Combined M onthly Social Security Retirement
Benefit for Lawrence and Daniel
$4,000

$3,090

$3,000

$2,060

$2,000

$1000

$0

OCurrent combined Social Security benefit
H Benefit if they were able to legally marry

one haf of Lawrence’s benefits. However, because they cannot marry,
Lawrence and Daniel’s combined monthly Social Security retirement benefit
will be $1,030 less per month than it would be if they were able to legally

marry.

Social Security Survivor Benefits

A portion of al Social Security tax payments goes
towards survivors’ insurance, which provides support in
the form of a monthly benefit to surviving spouses of
opposite-sex married couples. If they were married, and
Lawrence died, Daniel’s monthly Social Security
benefit would be $1,952. However, since they can not
marry Daniel would receive nothing.

State and Federal Gift Tax Liability

Hypothetical couple Susan and Mary have been together
for six years. When Susan’s parents died, she inherited the
family home and some investment assets worth
$3,000,000 after taxes.

Married opposite-sex couples can transfer most assets to
each other without having to pay taxes whether those
transfers are made while they are alive, in the form of gift,
or after one of them dies, in the form of an estate. Same-
sex couples are not entitled to this benefit, and any
transfer of an asset between members of a same-sex

Monthly Social Security Survivor Benefit for Daniel
if Lawrence Dies Before Reaching Retirement Age

$1,952

$2,000

$1,000

$0

$0

O Current benefit
M Benfit if Daniel and Lawrence were legally married

Gift Tax Liability for Susan and Mary
$300,000 ~

$80,090

$200,000 -+ .
O State Gift Tax

Liability
$100,000 1| $205,270
O Federal Gift
$0 Tax Liability
$0 T
Current Liability if
liability they were
able to
legally marry

couple, living or dead, may require the payment of a gift or estate tax. If Susan
invested these assets in a mutual fund jointly held by her and Mary, it would be

classified under federal law as a gift of $1,500,000 to Mary,

incurring a combined

federal and Connecticut state gift tax of $285,360. Had they been legally
married, the amount of federal and state gift tax they would have to pay

would be $0.
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State and Federal Estate Tax Liability

Hypothetical couple Evan and Michael have lived together State and Federal Estate Tax Liability for Evan and
on a dairy farm in Litchfield County, Connecticut for 25 Michael

years. Michael grew up on the farm and inherited it from %% Fedoral Estate
his parents when they died. The farm is worth $2,000,000. 35000097

Tax Liabilit
$400,000 + $199,300 Y

$300,000 -

O State Estate and

Michagl died in late 2004, and left the farm and its business

i . . $200,000 + $339,625 S_ucq_sssion Tax
to Evan in his will. However, because they were not ;0500 ' Liability
married Michael’s estate will have to pay significant $0 .
state and federal estate and succession taxes on its full Current  Liability if they
value, totaling $538,000. Had they been married at the fabilty. - were legally

time of Michael’s death, the tax liability would have

been $0. If Evan cannot come up with the money to pay the estate tax, the farm
he and Michael lived on together for 25 years will have to be sold. He literally
will lose the farm.

Connecticut State Worker’s Compensation Benefits

Under Connecticut |aN, if an empl Oyee’S accidental |nj ury Monthly State Worker's Compensation Benefit for

arising out of and in the course of employment or from an Andre Upon Stephen's g;ztgz

occupational disease leads to his or her death, and the  $3.0004
employee lives with a spouse and has no other dependents,

the deceased employee’s spouse is entitled to a weekly — $20007
benefit equal to 75% of the deceased’s take home pay.

$1,000 A

Lack of access to this benefit has profound economic $0
consequences for the rea-world couple Stephen and $0
Andre, because Stephen iS a state employee |f Stephen O Current monthly benefit for Andre
and Andre were legally married and Stephen were to
die as a result of an injury sustained while working, Andre would receive
$2,862 per month until the time that he either remarries or dies. However,
sincethey can not legally marry, Andrewould receive $0.

W Monthly benefit for Andre if they were legally married

Connecticut Estate Tax Law

Hypothetical couple Cynthia and Pilar were in acommitted relationship of 15
years at the time of Cynthia’s death. Both were retired and living primarily on
Social Security. Cynthia had two adult children. Cynthia’s entire estate includes
the house she owned, in which she and Pilar lived together for 15 years, and
savings of $200,000. The house is worth $210,000.

1 Under U.S. estate tax law, thisis not a taxable estate. Connecticut succession tax, however, likely
would be imposed on any amounts passing to Pilar.
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Amount of Cynthia's Estate Automatically Conferred

Without a will, Cynthia is considered to have died to Pilar When Cynthia Died
“intestate.” Because Cynthia and Pilar could not legally $250.000 -
marry, Pilar has no legal right to any of Cynthia’s assets. $200,000

$200,000 4
Under the intestate succession rules in Connecticut, the

house and the savings account will pass to Cynthia’s
children. In fact, Pilar has no legal right to remain living
in the house, or to any of the assets in Cynthia’s estate. $50,000 1

$150,000 A

$100,000 4

$0

Even if Cynthia had no children and no other surviving $0
relatives, no portion of Cynthia’s estate would pass to O Current amount
Pilar under Connecticut law. However, if Cynthia and W Amountif they were legally married

Pilar were able to legally marry before Cynthia died,
Pilar would have automatically been entitled to at least one half ($200,000) of
Cynthia’s entire estate.

Additional Benefits for Connecticut Public Employees

Hypothetical couple Anita and Carla work for the Benefit CarlaWould Recelve f Anita Died \Whie
Connecticut Department of Revenue Services, and have
been together since they met in college. In 2004, Anitadied ~ *%°°° ] $50,000

$50,000
$40,000
$30,000

in a car accident while performing her work duties.

If any Connecticut state employee, officer, or legidator
dies as a result of an injury sustained on the job, and the 520000 -
injury is not the fault of the employee, the employee’s w:OOO_
surviving spouse is entitled to $50,000 payable in equal 50 $0
monthly installments over a period of at least 10 years.

If Anita and Carla had been married at the time of Anita’s
death, Carla would be entitled to receive $50,000 over a
ten-year period until she remarries or dies. However, since they are unable to
legally marry, Carlawould be entitled to no payment whatsoever.

OCurrent Benefit
H Benefit if they were legally married

Aggregate Lifetime Economic Detriment

The previous examplesillustrate the economic harm felt by lesbian, gay, bisexual,
and transgender people living in Connecticut because of their inability to form a
same-sex marriage that is recognized under federal and Connecticut state law. As
significant as these examples are, they do not show the whole picture. For
example, although the harm to Stephen and Andre in 2003 caused by their
inability to file jointly on their income tax return is significant, it is important to
recognize that this will continue throughout their lifetime absent the ability to
legally marry.

ECONOMIC BENEFITS OF MARRIAGE 5 |>>



In order to provide an example of this lifetime impact,
Table 1 shows the estimated impact over the rest of
their lives to Stephen and Andre in light of their

Table 1: Aggregate Lifetime Economic
Detriment to Stephen and Andre

inability to enter into a legally recognized marriage. It Annual Lifetime
shows the additional tax they will have to pay for each Liability Liability

year from 2003 until their retirements, and also
includes the impact of being denied the Social [Income Tax

$2,689 $43,873

Security spousal and survivor benefits they would [Social Security
receiveif they were able to legally marry. Spousal Benefits

$2,736)  $16,416

Socia Security
Further, although Stephen and Andre currently do not [Survivor Benefits

$19,068 $151,887

have sufficient assets to have an estate that is taxable Aggregate lifetime liability; $212,176

under federa or Connecticut law, Table 1 as0 |Egate Taxes
illustrates a hypothetical example of the impact of (hypothetical)

$538,925

their inability to pass assets in a tax-free manner upon

Aggregate lifetime liability including

the death of the first of them to die, a benefit that is hypothetical estate tax:| $751,101

available to opposite-sex married couples.

In total, if Andre and Stephen continue to work until they reach retirement
age in 2020, they can expect to have over $212,000 less than they would have
if they were ableto legally marry under federal and Connecticut state law. If
their hypothetical estate tax liability is included, that lifetime detriment
increases to over $750,000.

CONCLUSION

According to the 2000 U.S. Census, amost 8,000 same-sex couples live in
Connecticut and 25% of those couples report that they are raising at least one
child under the age of 18. Given that many couples would
choose not to self-identify on a government survey, thisis
likely a significant undercount. As this study shows, over a
lifetime, same-sex couples lose hundreds of thousands of
dollars because they are unable to marry. Access to a civil
marriage that is recognized under state and federal laws
would, for example, enable them to pay a more equitable
share of the tax burden and receive a more equitable share
of benefits from the Socia Security system that they pay
into their entire lives. These benefits make it easier for
same-sex couples to care for each other when they are sick
or elderly, and more likely that their children have access to vital financial support
should one or both parents die. Allowing same-sex couples to marry harms no
one, and provides them and their children with access to benefits and programs
designed by the government to promote family stability and financial security.

Allowing same-

sex couples to marry harms
no one, and provides them
and their children with
access to benefits and
programs designed by the
government to promote
family stability and financial

security.
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Economic Benefits of Marriage
under Federal and Connecticut Law

INTRODUCTION

Marriage has profound social, cultural, and religious meaning in the United
States. Since the decision to get married is an intensely personal choice, it is
impossible to enumerate al of the reasons why couples

decide to marry, or to define or quantify the significance of ~ Thisreport focuses
the marital relationship across all communities in the United specifically on the economic
States. While the social, cultural, and religious meanings of costs under federal and
marriage may vary, its legal implications cross all Connecticut law borne by
boundaries. Every state and the District of Columbia permit same-sex couples who are
the right to be legally married under various conditions. not able to legally marry,
Once married, a couple is entitled to specific benefits and compared to their married
protections. The couple is also subject to specific rules opposite-sex counterparts.

regulating the termination of their marriage, whether

through divorce or because one of them dies. These benefits and protections are
derived from both state and federal law. With some exceptions, all states and the
District of Columbia recognize marriages formed in other states and foreign
countries.’

This report focuses specifically on the economic costs under federal and
Connecticut law borne by same-sex couples who are not able to legally marry,
compared to their married opposite-sex counterparts. Much
has been written concerning the ethical, social, and civil
rights-based arguments for permitting same-sex marriage. A
focus, however, on economic issues quantitatively illustrates
how same-sex couples are discriminated against by not being
adlowed to access the same benefits, protections, and
responsibilities of civil marriage that many opposite-sex
married couples take for granted.

2 State law has historically limited the right of individuals to marry close relatives, imposed age
and competency limitations on the ability to marry, and has denied couples the right to marry if
one or both members of the couple are already married.

% In addition to limiting the definition of marriage for purposes of al federal laws to marriages
between individuals of the opposite sex, the federal Defense of Marriage Act gives states the
permission to disregard marriages between two same-sex individuals formed under the laws of any
other state. DEFENSE OF MARRIAGE ACT, 110 Stat. 2419 (1996), amending Chap. 115 of
Title 28, signed into law by President William Jefferson Clinton, September 21, 1996. Many states
have passed similar statutes, which prohibit the state from recognizing the marriage of a same-sex
couple that was married in any other state where same-sex couples may legally marry. Connecticut
has not passed such a statute.

Regardless of their individual
circumstances, each same-
sex couple faces specific
financial hardships because
of discrimination in state and
federal civil marriage laws.
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In order to learn about the economic issues faced by actual Connecticut residents,
several same-sex couples were interviewed. These couples live in various parts of
the state, and have different income levels and educational backgrounds. Some
are parents of young children, some have adult children and some are approaching
retirement age. Regardless of their individual circumstances, each same-sex
couple faces specific financial hardships because of discrimination in state and
federal civil marriage laws.

ECONOMIC BENEFITS OF MARRIAGE

There are numerous areas under both federal and Connecticut law in which
marital status has a large economic impact on two people in a relationship. This
section focuses primarily on income tax, estate and gift tax, Social Security
benefits, Connecticut workers’ compensation benefits, and benefits available to
certain Connecticut public employees. These areas are the primary focus of this
study since they can potentially affect all couples residing in Connecticut. They
provide excellent examples of how same-sex couples are treated differently from
married heterosexual couples because these benefits are calculated based on
relatively standard mathematical formulas.

Background

Eligibility for over 1,138 federal protections, rights and benefits are contingent
upon marital status. Same-sex couples are denied these protections, rights and
benefits, and are denied equal treatment under Social Security
policy, federal tax laws, immigration policy, and other federal
legidation that allows married couples to protect their
families, like the Family and Medical Leave Act.

Given the passage of the federa Defense of Marriage Act
(DOMA) in 1996, in the short run same-sex marriages
performed in any state will not be recognized by federa
bureaucracies. However, it has been argued that DOMA is
unconstitutional, and it is possible that in the future it will be
struck down or repealed. It is also possible that a President and Congress more
supportive of equal rights for lesbian, gay, bisexual, and transgender people will
afford these federal protections to married same-sex couples.

FEDERAL AND CONNECTICUT INCOME TAX LAW

There is a strong presumption under federal tax law to treat married couples as an
economic unit. A primary example is the fact that married couples can file a joint
income tax return, combining their income and expenses and paying taxes based
on rates applicable specifically to married couples. Whether the overall tax
liability of a couple filing ajoint return or two individual returns will be lower or
higher depends on the couple’s economic circumstances. Generally, when two
individuals have roughly the same income, they will pay slightly more taxesfiling

Same-sex couples are
denied equal treatment
under Social Security policy,
federal tax laws, immigration
policy, and other federal
legislation that allows
married couples to protect
their families, like the Family
and Medical Leave Act.
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