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Honorable Usie R. Richards &Boy YT
President w5 W
27th Legislature of the Virgin Islands ]
Capitol Building
St. Thomas, V1 (00802

RE: Governor’s Proposed Real Property Tax Legislation

Dear President Richards:

Submitted herewith is my proposal to amend the real property taxation laws of the U.&.
Virgin Islands. As you are aware, since 2003, the Government of the Virgin Islands
(“Government™) has operated under an injunction issued by the District Court of the Virgin
Islands (“District Court”) in the matter known as Berne v. Government of the Virgin Islands.
Under this injunction, the Government was required to issue tax bills at the levels established in
1998 until such time as the Virgin Islands completed a re-appraisal of all real property in the

Territory. This re-appraisal has now been completed.

The Berne litigation and the Court-order re-appmaisal revealed just how antiquated the
veal property tax system in the Territory had becote. Indeed, what is perhaps the central feature
of any real property tax system — the rate of tax or “mill rate” — has remained unchanged for 71
years! Moreover, the recently completed re-appraisal has shown not only the need to conduct all
appraisals under a recognized system of appraisal, but also the dramatically different rates at
which property values have changed from island to island. Additionally, entirely new categories
of real property such as timeshares have come into being during the long period of time when
our real property tax system was left unexamined and wunchanged. This period of neglect has not
been benign, as it has allowed issues of fundamental fairness as well as matters of basic

economic development policy to be ignored.

Tahng back local control of real property tax collection and modernizing the system so it
fairly raises that proportion of the fimds needed to run our govetnment a3 arc to be gathered from_
real property taxes, has been the goal of the efforts of many in developing the pmposal l;emg
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submitted. The primary aspects of the proposal are outlined below. . L
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Letter to President Usie R, Richards

November 9, 2007

Re: Governor’s Proposed Real Property Tax Legishation
Page )

Since 1936 the Virgin Islands has utilized a single mill rate of 0075 percent. My
proposal separates real property in the Virgin Islands into four classes, and a separate mill rate
would be imposed for each class of property. The fowr classes are: 1) wnimproved non-
commercial real property taxed at a mill rate of .00495; 2) residential real property taxed at a mill
rate of ,00377; 3) commercial real property taxed at a mill rate of .00711; and, 4) timeshares
taxed at a mill rate of .01407. This system of multipie rates, which is used in many jurisdictions
throughout the United States, results in smaller residential real property tax increases, thereby
protecting the interests of Virgin Islands homeowners.

Please note that these rates are not exactly the smneasthcdraﬁnnﬂmtesptesentedatthe
meeting between the First and Second branches of the Government on September 27% 2007, At
that time, I indicated that the proposed legislation, including the mill rates, was a work-in-
progress. The rates contained in this measure will allow us to increase the available exemptions
furhumeowners, put mplacecircuitbmakersmaddressmdnﬁﬁgateinm&ex&emelyhigh
increases in real property taxes for homesteads, while Stl.u meeting the goal of raising the
revenues set forth in the Fiscal Year 2008 Budget.

Under the proposal, the Tax Assessor is mandated to utilize an intermationally recognized
system of appraisal. The Tax Assessor would apply the standards of the Imternational
Association of Assessing Officers (“TAAO™). This provides an identifiable measuring stick
against which the appraisals of the Tax Assessor may be compared. The addition of this
criterion will help to avoid the uncertainty that led to the filing of the Berne case and related

litigation.

The categories of exemption from real property taxation remain wmchanged. However,
the homestead exemptions in this proposal are in the form of tax credits and have been increased
across the board in all categories. The base homestead exemption which is currently $250 1s
raised to $400 in the proposed legislation. The Veterans exemption is increased fiom $312.50 to
$450, and the exemption for those with qualifying disabilities is increased from $250 to $400
under my proposal. Lasily, the existing senior exemption, which presently is $250, and the
elderly exemption, which is now $375, are now set forth in one exemption of $500.

The proposed measure amends the anthority of the Board of Tax Review to hire muitiple
hearing officers to allow that body to more effectively handle new appeals and reduce the
backlog of pending real property tax challenges. Further, this bill provides funding for this
purposeaswe]lastocovetthemstofstenogmpherstotanscnbethetaxappealproceedmgs
Lastly, this bill contains provisions which authorize the Tax Asscssor to issue the real
tax bills for the years 2006 and 2007 in fiscal year 2008. As discussed during the budget
process, these revenues are absolutely required in order to sustain the FY 2008 Budget passed by
the Legislature which I approved. To decrease the financial burden on taxpayers, I have also
included the provision by which taxpayers will be able to pay their 2007 real property tax bills in
instailments without penalty if all prior real property tax bills for their property have been
satisfied in full.































