THE UNiTeED STATES VIRGIN ISLANDS

OFFICE OF THE GOVERNOR
GOVERNMENT HOUSE

Charlotte Amalie, V.1. 00802
340-774-0001

May 30, 2018
VIA MESSENGER

The Honorable Myron D. Jackson

Senate President

Thirty Second Legislature of the Virgin Islands
Capitol Building

St. Thomas. VI 00802

Re:  Proposed Executive Budget for Fiscal Year 2019 for the Government of the
Virgin Islands of the United States

Dear Mr. President:

[ am pleased to submit to you the proposed Executive Budget for Fiscal Year 2019 for the
Government of the Virgin Islands of the United States (“Government”). In my previous budget
messages, | advised that they were “structured to lay a foundation for a future in which annual
budget deficits are not the norm.”

These plans were altered and became second thrift in the aftermath of the September 2017
Hurricanes. After the devastation of the Territory, the support of our national partners, led by
President Donald Trump, the leadership and Members of the Congress, Federal Emergency
Management Agency (“FEMA”) and other federal agencies have been unprecedented. Today, the
people of the U.S. Virgin Islands are enjoying one of the closest and most productive relationships
with our national government that we have in our history. This close working relationship has
brought us an unprecedented opportunity to rebuild and restore our infrastructure to withstand
future storms and to protect our citizens from the massive devastation of future storms. Our close
working relationship with our national government is putting our people to work; it is helping
businesses grow, and it is, in the short term, expanding our economy.

In the years ahead, this Administration proposes to do a considerable amount of building:
new schools, new and refurbished housing stock, new roads, new or refurbished hospital facilities
and clinics, a transformation of our Water & Power Authority to reduce rates and increase the
dependable delivery of power and water. In addition, we will expand our public transportation
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system on island and between islands. We will build police and fire stations, and new offices and
facilities for government departments and agencies.

Yes, our partnership with our national government has given the GVI an unprecedented
opportunity to rebuild the Territory. This is evident by the receipt of billions of dollars for housing,
infrastructure and road projects. To date, we have been awarded $340 million dollars for the
Sheltering and Temporary Essential Power program for immediate repairs on our homes: $1.86
billion of CDBG-DR funds have been awarded to us to address unmet needs in housing,
infrastructure and economic revitalization and mitigation against future storms; and $2 billion for
Public Assistance for mission assignments and SBA loans.

As of this writing, the Department of Public Works (DPW) has received $30 million for
modernization of 22 intersections, signals, drainage repair, lighting, road, retaining wall and
embankment construction. The Virgin Islands Water and Power Authority has been awarded
$577.7 million of which $238.4 million for mitigation/hardening and $339.3 million for
restoration.  Over $120 million of federal funds have been approved, and the Department of
Education has awarded contracts to install sprung shelters and modular classrooms and to repair
damaged schools to avert double sessions next school year. In addition, an amount just short of
$120 million has been approved for acquisition of modular health facilities and clinics on all three
islands.

The U.S. Congress has authorized 100% federal funding of our Medical Assistance
Program over the next two years and has statutorily defined pre-existing structural damages of
public facilities as disaster-related damage caused by the storms. This legislative change, which
is now law, qualifies pre-existing structural damages of public buildings to qualify for funding
under the Stafford Act for repairs or new construction. FEMA has thus far authorized a Hazard
Mitigation grant budget of approximately $455 million and we have drawn $196 million of the
Community Disaster Loan. My friends, these are the funds drawn or authorized to be drawn to
date, not the funds we ultimately qualify for.

Revenues will also be derived from infrastructure projects not associated with the recovery.
Continued expenditures of Garvee Bond funds totaling $60 million for the following projects to
include Main Street enhancements, Crown Bay improvements, construction of Clifton Hill Rd,
Carlton Rd. Hams Bluff Rd, Sion Valley Rd, expansion of Veteran Drive, resurfacing and
improvements to Melvin Evans Highway and construction of the La Reine Mass Transit Transfer
Station and VITRAN Operation and Maintenance facilities on both St. Thomas and St. Croix will
also drive revenues to the General Fund.

There are other private and public projects scheduled to commence and continue through
the new fiscal year; the Magen's Junction Apartments Phase 11, St. Thomas’s Clinton E. Phipps
and St. Croix’s Randall “Doc™ James Race Tracks by VIGL, construction of Louis Brown Villas.
Phase IT and the Paul E. Joseph Stadium on St. Croix. These projects will bring significant revenue
and jobs to the Territory as we continue to upgrade and improve our infrastructure as part of the
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recovery.

To meet the requirement of effectively expending, reporting and tracking the significant
and unprecedented federal dollars made available to our communities, we must be successful in
our recruitment campaign to hire qualified and vital public employees. To do so, my proposed
budget increases the salaries of government employees. T am authorizing, and will implement,
wage increases for union and non-union, classified and non-classified government employees
effective October 1, 2018 in an amount not to exceed 3% per annum. This is consistent with the
increase in the private sector minimum wage that I signed into law in 2015. In addition, to recruit
qualified candidates in critical areas, I will increase the base or entrance pay of several essential
positions in the classified and unclassified services: police officers, teachers, nurses, social
workers, correction officers, DOH environmental officers, EMTs, Head Start Teachers, School
Nurses, DOH and DHS Nurses to name a few. Accordingly, I am formally lifting the Executive
Branch hiring freeze and granting limited authority to our Chief Negotiator o negotiate salary
increases with our unions,

My proposed Fiscal Year 2019 Executive Budget, themed, *Rebirth of Economic
Sustainability"—Building Stronger and Smarter—contains sustainable levels of expenditures
based on projected new revenues derived from the economic activity driven by our recovery. In
addition, I'expect to join some of our private sector partners and soon announce good news on the
expansion of the private sector, the creation of new jobs driven by the investment of significant

new private capital into our economy. You should note that anticipated revenues from these
announcements are not factored in or contained in this budget proposal.

My fiscal year 2019 budget proposes $1.278 billion in expenditures, which includes $150
million for debt service payments and $38 million for income tax refunds, $238.66 million of
federal funds, and $851.34 million of local funds. From the local funds, approximately $639.0
million is proposed for the Executive Branch departments and agencies, $27.1 million over FY
2018 appropriation level. This budget also proposes $20.0 million for the Legislative Branch and
$38.7 million for the Judicial Branch.

The FY 2019 budget will be balanced based upon estimates of General Fund revenues
composed of $847.5 million from taxes and other revenues, $51.2 million in transfers from other
Funds, and $17 million from other revenue sources for a gross total of $915.7 million, and $124.3
million in other revenue sources not derived from the General Fund. The FY 2019 General Fund
budget assumes no debt financing and no new taxes.

In this budget, you will see we are proposing higher appropriations for some departments
and agencies. This is so because we have moved appropriations. which are normally carried under
the Miscellancous Section of the budget for that department or agency to its appropriate
administrative jurisdiction.
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The Government Employees Retirement System (“GERS™) faces a crisis that has been
decades in the making and is a matter of wide spread community concern. For the last 17 years,
the Government Employees Retirement System has paid out more in benefits than it has received
in contributions. Unless we act, GERS will be insolvent by 2024. This Administration is
committed to implement multi-fold corrective measures to prevent a collapse of the system.

While my proposals today do not solve the crisis, we will extend the solvency of the
Retirement System for an additional year to 2025, Through this and next year, I intend to forward
comprehensive strategics to preserve GERS for our retirees and all of our hardworking employees,

In this budget proposal. we propose to infuse much needed cash into GERS, and 1T will
submit legislation later this week to do so. First, the Government will increase the employer
contribution by 3% to bring it to 23.5% of payroll, Furthermore, we propose to increase the
employer contribution by 3% in fiscal years 2020 and 2021,

Second, the Government will increase the liquidity of the GERS by using the Virgin Islands
Housing Finance Authority and CDBG-DR funding to acquire nonperforming assets that the
Retirement System owns.

Third, we will require that the Government’s highest paid employees contribute more into
the pension system, matching those required by the federal social security tax limits. The
legislation 1 am sending you will require those employees earning over $65,000 per year to pay
into the GERS up to the salary cap imposed by social security. In addition, we will propose raising
the benefit cap for pension benefits to $75,000 as a tradeoff for the additional revenues. The
changes to these limits will increase cash contributions into the retirement system.

While these three proposals will provide an infusion of cash to the Retirement System,
ihey will only extend the solvency of the GERS by a projected one year. T will soon announce
additional strategies to move insolvency further out by at least another three (3) years to 2028,
The financial crisis at the GERS did not occur overnight and absent a $2 hillion one-time infusion,
this erisis will not be solved overnight. I am committed to working with the Thirty-Second
Legislature to comprehensively address the long-term needs of the GERS, including having the
plan’s sponsor take more responsibility and oversight control of the system’s actions.

The Medical Assistance Program has been expanded to provide 100% funding for the next
two years. This expansion has eliminated the need for the local match and will reduce
uncompensated care costs to our government, while bringing more funds to the Territory’s
hospitals,
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The time has come for the Territory’s hospitals to become the premier hospital system in
the Caribbean. Covering uninsured patients’ expenses, coping with diminishing government
reimbursements and the challenges of healthcare reform are forcing hospitals everywhere to look
at cost effective ways of managing care. This can only occur through comprehensive planning
and a proper governance structure.

Attached to the proposed budget bill is legislation to abolish both district boards of the
Virgin Islands Government Hospitals and Health Facilities Corporation. | propose the creation of
one territorial board of directors who will then select one leadership team to lead the combined
hospital system into the future. This merger will allow both Roy Lester Schneider (“RLS™) and
Governor Juan F. Luis (“JFL") Hospitals to become more efficient by combining procurement,
maintenance, financial and other operational activities. Merging and improving systems and
financial sustainability will allow the hospitals in the future to operate independently of the
Government.

As you consider this proposed budget for Fiscal Year 2019, I want the Members of the
Thirty-Second Legislature and the People of the Virgin Islands to know that I, and the members
of my Administration, remain committed to working with all members of the Thirty-Second
Legislature to rebuild and restore economic growth in the Territory. Fate has provided us with a
significant opportunity to rebuild our beloved Virgin Islands stronger and much better than before
while investing in our people. This can only be done by rebuilding efficiently, relentlessly and
implementing sound fiscal policy. My Administration is committed o seeing this process through
to a historically successful conclusion, and I look forward to working with the Legislature to
achieve this goal.

Sincerely,

Kennbth E, Mapp
Governor

Enclosure
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May 29, 2018
Dear Governor Mapp:

| hereby submit the FY 2@1Executive Budget for the Government of the Virgin Islaf@¥l)
for your consileration and submittal to the™2.egislature of the U.S. Virgin Islands, pursuant to
Title 2, Chapter 2, Section 24 of the Virgin Islands Code.

Overview

The U.S. Virgin Islands economicut | ook al ong wifitelyearpldnerasBaallyer n me |
changed on Septembel", 7and Septembet9",2017 with Hurricanes Irma and Maria. These

storms not only changed the landscapethe Virgin Islands community but has created an
opportunity for rebirth of the US Virgin Islands through the assistance of the Federal Government.

With the abundancef Federal Government assistance that has been approved for the Territory

and the additional assistance supported by federal grants, Fiscal Year 2019 Executive Budget
reflects a sustainable balanced budget along with ayBee forecast to providiscal guidance.

This budget cycle begins the rebirth of the US Virgin Islands, through infrastructure improvements

in major sectors of the territory i.e. roadslity and housing that will spur some economic growth

for several years.

The ARebirt hSucsft ak cReluitding SgArgnger and Smartbegins with the
proposed Fiscal Year 20EXecutive Budgewhich includes sustainable levels of expenditures
based on additional revenues derived from the economic adiaeguse ofHurricanes Irma and
Maria rebuilding of the territoryln this proposal there i$1278 hillion budget outlay which
includes $50million for debt service payments andB38illion for income tax refunds, iinded

by $851.34 million in local funds, 238.66million from Federal funds.



Over thenext Fiscal yearthe territorywill experience a continued growth in the construction,
housing and infrastructure sectors of the econaiithin the budget proposal, the projection of
$131.69 million in new revenues a resllt of rebuikding activities and other sources of revenues.

First, with the continued progress of the implementation of the Sheltering and Temporary Essential
Power (STEP) known as the Emergency Homes Repair Virgin Islands, the territory has been
awarded $339.9nillion to the Virgin Islands Housing Finance Authgrit These funds are
expected to be fully expended in fiscal year 2019 and will generate approxinZed$ $nillion

in revenues to the treasury of the territory.

Secondly, in addition to administering the STEP program, VIHFA was designated lead agency t
receive grant funds from the US Department Housing and Urban Development to address unmet
needs in housing, infrastructure and economic revitalizbgoause oboth 2017 Hurricanes. To
address these unmet needs, HUD awa$de8b billion dollars of CDB-R funds to the US Virgin
Islands. These funds acemprised of two basic categories: $1.09 billion for unmet needs and
$.774 billion for mitigation. These funds will be spent over a period of five years. During fiscal
year 2019 funds spent from CDB® funds will generate approximatel2$.24million for the

fiscal year.

In regard tanfrastructure projectdhe Department of Publi/orks (DPW)have approximately

$90 million dollars in project funds for Fiscal Year 2019. First thei®l& million in Fedeal
Highway funded projects to include main street enhancements, crown bay improvement and
Clifton Hill. SecondlyDPW also has approximately $44 million in GARVE&hded projects for
Veteran Drive improvements, Melvin Evans Highway and Sion Valléytd, DPW also has
funding through the Federal Transit Administration of $4 million for LA Reine transfer station,
and Operation and Maintenance facilities in both ST Thomas and St Croix respectively. Finally,
DPW has received awards for Hurricane recoveryegtsj of $30 million for traffic signals,
drainage replacements, road construction and retaining wall and embankment consWlitttion.
these projectawill infuse approximately$17.28 million in revenues for fiscal year 2019.

Finally, other rebuilding astities such as rebuilding of the VI Port Authority facility such as Cyril
E King Airport, Virgin Islands Water and Power Authority mitigation projects, and other private
projects sucksMagends Junction Phase 11 wihl contribu

As a direct resulbf the Hurricanesseveral major hotels in the St Thomas/St John district are
closed for major repairs and will not reopen until calendar year 2019. This will continue to
influence our tourism sector of our economy until these hotets back online. The revenue
forecast will show hotel occupancy tax will be significantly lower than previous years caused by
the reduction irfhotel accommodationfespite the closures, these entities in their reconstruction
will offset a portion of thdoss revenues but not all. Hence, the expectation is that the tourism
sector will generate moderate revenues with expected growth in the future years when the major
hotels come back online.



Government Employees Retirement System

The pending insolvency tiie Government Employees Retirement System continues to be an issue
that needs to be addressed immediately and comprehensively. In the FY 2019 Executive Budget
proposal the Government of the Virgin Islands have several initiatives that infuse caske into th
retirement system. First, the Government will contribute an additional three (3%) percent employer
matching share to the system raising the employer contribution from 20.5 to 23.5 percent. The
Government intends to increase the Government contributioplg¢ger match) for the next three

fiscal years. Secondly, to increase the benefits of retirement to $75,000.00, while allowing
contributions to the limits of the Social Security Administration.

In addition to making the changebove the Government throtigthe Virgin Islands Housing
Finance Authority will acquire nonperforming assets with the use of CDBGunding and
continue the $7 million contribution annually from Matching funds revenues. This will begin the
process of regaining financial stabilitytime retirement system.

Enabling Legislation

Government Health and Hospital Facilities Cporation

The time has come for the territoryds hospit
Caribbean Coveri ng uni nsur ed pat i emnislsiny gosexnmenh s e s
reimbursements and tleballenges of healthcare reform are forcing hospitals everywhere to look

at cost effective ways of managing carkis can only occur through comprehensive planning and

a proper governance structure. Hencechttd to the proposed budget bill, is legislation to abolish

both district boards of the Government Health and Hospital Facilities Corpoitiecreation of

one territorialboard of Directors who will then select one leadership team to lead the combine
hospital system into the future. This merger will allow both Governors Roy Lester Schneider
(RLS) and Juan F Lui$JFL) Hospitals to become more efficient bgmbination of bek-office

functions such as supply chain, general operations, revenue cycle management, as well as the
ability to spread the substantial costs associated with development and operation of the IT systems
necessary to support valbased payment initiative88ecause of their ofteweak financial
condition, RLS and JFL Hospitalare unable independently to access the capital markets at
reasonable rate8y merging and improving systems and financial sustainability will allow the
hospitals in the future to oe independently of the Government.



Economic Review and Outlook: Reported by the Bureau of Economic Research

Hurricanes Irma and Maria wrought devastation on the US Virgin Islands pratfloundly

damaging effects othe economy which hatéhegun to emerge from the fallout from the Great
Recession and closure of Hovensads oil refine
four consecutiveyears of economic decline from 2007 to 2014, the US Virgin Islands steady
improvement was sétack by the storms. Before the hurricane, the Bureau of Economic Analysis
(BEA) estimates of real GDP rose modestly by 0.3 percent in 2015 and 0.9 percent in 2016.
However, the impacten the economy are evident from the lost output, decline in employment
substantial increases in initial unemployment claims, and decline in tourism.

Nonagricultural wage and salary employment decreased 7 percent in the first six months of Fiscal
Year 2018 to 35,561 jobs from 38,242 jobs in Fiscal Year 2017, its firstdaatine in over two

years. The fall in employment was reflected in both public and private sectors. While the loss of
public sector jobs was from resignations and retirement, most private sector job losses appear to
be accounted for by the effects of theritanes. Private sector employment declined 8.5 percent

to 25,090 from 27,431. Except for construction jobs which rebounded by seven percent from
rebuilding activities, most of the sectors su#erjob losses. As a result, initial unemployment
claims pe&ed to an average 676 in the first half of the fiscal year 2018 in comparison to an average
156 in the corresponding period in the fiscal year 2017.

Tourism

Besides, the scale of the impact of the hurricanes is visible on the tourism sector. Visitor arrivals
which had been on a declining trajectory before the storms experienced a dramatic 44.7 percent
reduction. Total visitors declined to 799,969 in the faist months after the storms from the
1,447,219 visitors recorded for the same period irFtkeal year 2017. Cruise visitors fell 37.3
percent to 642,201 in 2018 from 1,023,517 in 2017. Air visitor arrivals decreased 62.8 percent to
157,768in the Fiscalyear 2018 from423,702in 2017. The loss of accommodation roorss
evident in the number of hotels, guesthouses, and other avatlable after the hurricanes

Approxi mately 60 percent of the islandds | odg
physical damage to many of the islandso6 | arge
t hat reported, the Territoryéds hotel occupanc

Fiscal year 2018 compared to 50.7 percent in the fiscal3@kf. The St. Thomaand St. John
d i st accéupancy mte was 5.9 percent versus 54.0 peimethte first quarterin 2017. The St.
Croix districtreported a occupancy 028.6 percent compared to 40.4 percerthanfirst quarter
of 2017.



Housing

The housing market was showing signs of softness before the storms. The number of homes sold
in the Territory declined by 18.1 percent from 431 in 2016 to 353 in 2017. The average value of
the sale price of a home was $491,574 in 2017, down $&00,791 in 2016In the St. Thomas

and St. John district average home prices in 2017 were close to same pricing levels as in 2016. The
average home price in the St. Thomas and St. John district in 2017 was 646,118 compared to
650,076 in 2016. On the isld of St. Croix home prices averaged $350,495 in 2017 compared to
$336,215 in 2016, an increase of 4.2 percent. Territorial condominium sales price averaged
$225,480 a 1.0 percent increase over 2016. With a shortage of available homes and increased
housirg demand, the housing market is likely to experience a push upward in prices and sales.

The reconstruction of residential homes will also improve the housing stock. For the first two
guarters in the fiscal year 2018, the total value of construction pegreits by 14.7 percent to

$75.5 million from $65.8 million in th&iscal year 2017. The first half of 2018 also saw permit

value for private residential homes grow to $59.1 million from $47.2 million in 2017, an increase

of 25. 1 per cent surafca settldmenmaams and homé rebuilding contributed

to the spike in permit values for private resi
Office, Division of Banking and Insurance Hurricanes Irma and Maria settlements for residential
properties totaled $451.1 million.

Several publiesector projects are scheduled to come on line, and others will continue into the
Fiscal Year 2018 that will help to promote job creation, generate capital investment, and improve
the tourism sector. Some ewples of such project initiatives of tgevernment and private sector

are listed correspondingly. The $9.6 million Turpentine Run Bridge and $10.6 million Main Street
Enhancement Projects are expected to continue. The $42 million enhancement Vetemans Dri
phase one road project began in May 2018. The $26.6 mMiang e dudcton Apartments
facility is also under construction. On the island of St. Croix, phase three of the $34 million Louis
Brown 90 villa units and the $20.5 million Paul E. Joseph 8Btadias started. Both districts will
experience renovation activities occurring at the racetracks respectively with $12 million allocated
to St. Thomas Clinton E. Phipps racetrack and
facility. The Port Authoty has begun the construction of a $5 million #eweel parking garage at

the Urman Fredericks Marine Red Hook Terminal. The University of the Virgin Islands continues
the combined $11 million construction of both St. Thomas Medical School and the St. Croi
Simulation Center facilities.



Economic Outlook 2012020

The outlook fotheU.S.Vi rgi n | sl andsd economic growth has
storms. While acknowledging thahere isuncertainty regarding economic growth, there is
heightened expectation for improvement based on the injection of federal hurricane recovery
funding and passage of tax cuts which could boost-$&ort growth. Looking ahead, the Bureau

of Economic Researabxpects government and consumer spending from rebuilding will be the
primary contributor to growth in the economy. Policy actions taken bgdkernmentwill be

important in helping to get the economy back on track. Notably, the implementation of capital
projects and facilitation of the recovery and rebuilding efforts, and tax cuts will provide incentives

for businesses to expand capital investments and increase disposable income for taxpayers,
supporting consumer confidence and spending. AdditionallGther e r nor 6 s si gnat ur
7856 and Act No. 7837 which increased wages will help to support consumer spending. Together
with expansionaryeconomic and fiscal initiativeghese policy actions should help to spur
economic growth in the loagin. Whilethe destruction wrought by the hurricanes may reduce
growth somewhat in the short run, based on the rebuilding efforts and appropriate economic and
fiscal policies, the longelerm growth trajectory remains in place.

Budget Overview

The total FY2019Budget for governmental activities of the Government of the U.S. Virgin Islands
(t he20l®REXecut i ve RBdljon ine@yrrent year éxdenditusnddebt service

This is composed of $4 billion (81%) of local Funds, and288.66 Million (19%) of Federal

Grant Funds. The local Funds portion is composed of government activities expenditure, debt
service and, totalin§867.1 million from the GeneraFund and $71.7 million from Other Local
Fundswhich includes debt service and transfer betweaads.

As illustrated in Tabld below, the biggest sharé(.26) of the General Funavailableresources

after debt service and tax refynd allocated to services that address the education, health and
human services that directly impact the liveswfcitizens; as it should be. Approximatély6%)

is allocated to public safety, including police, fire and emergency response services.
Approximately (52.246) is allocated to general government. Public works and transportation,
culture and recreatiomake up the balance.

Tablel: FY2018 General Fund Buddey Functions

(In $Millions)
Health &
General Public Human Public Works,  Culture & Comp(_)nent
Gov't Safety  Education Services Transportation Recreation Unit Total
Allocation
$Millions $339.7 $61.3 $176.4 $146.2 $40.3 $8.7 $30.5 $303.1

% 42.3% 7.6% 22.0% 182% 5.0% 1.1% 3.8% 100.0%



Revenues and Sources Estimates

The FY2019estimates of General Fund revenues and sources is compo$4d.bffillion from

taxes and other revenyesd $12million in transfers from other Fundand $17 Million from

other revenue socesfor a gross of total $L5.7million. After allowing for $3.9million general
obligation debt service, and $10.0 million mataty transfers to other Funds, a net amount of
$841.8million is estimated to be available to support budgeted General Fund appropriations and
tax refunds. The F2019General Fund budget assumes no debt financing and no new taxes.

The gross revenues of8&1.8 million, is composed of %712 million from direct taxes,$249.4
million from indirect taxeg, $26.9 million from other revenues and fees, arfil.® million
transfers from other local Funds. Ttieect taxcomponent is made up of4%2.9million from
individual income taxes, $55million from corporate income taxes, an@3#million from real
property taxes. Thmdirect taxcomponent is composed as followd5d million from trade and
excise taxes, #93.9million from gross receipts taxes, antld4 million from other taxes; for a
gross amount of219.4million. [Table?2]

Table 2 FY 2018 General Fund Revenues & Sources Summary

(In $Millions)
Revenues Debt
Tranders In Service &
Direct  Indirect & Other Gross  Tranders Net
Taxes Taxes Souces Total Out Available
$5712 $249.4 $95.1 $9157 $-73.9 $841.8
62.4% 27.2% 10.%% 100.0% -8.1% 91.9%

Theother revenues and transfermponent consists of26.9 million from various duties, fees
and charges, 3.2 million in transfers from other local Funds. The transferred amounts are
primarily: $16.5 million from the Matching Fund$11.5 million from the Transportation Trust
Fund; $350 million from the Insurance Guaranty Fun@,%million from the Caribbean Ban
Initiative Fund; and the remainind. £ million from several other Funds.

1Individual income, corporate income and property taxes.
2 Grossreceipts, trade & exciseand miscellaneous other taxes



Expenditure Estimates
General Fund

The FY 2019General Fund expenditure budget request, excludia®y9$nillion for long term
debt service and3B million for tax refund, is $03.1million. Approximately $&89.0 million is
allocated to the Executive Branch departments aadcagswhich is$27.1 million more than the
rollover FY 2018 appropriation level. This budget assumes an allocatio@0$nillion for the
Legislative Branch- $1.0 million less than FY 208; and $38.7 million for the Judicial Branck
$1 million below the FY 208 appropriation amount.

The Executive Branch amount is composed as follo892% million (48.8%) for personnel
services cost (salaries, employee benefits and payroll taxes; idillion (1.7%) for supplies;
$212.4million (26.4%) other services and charge49® million (2.4%) for utilities cost; 3.1

million (.3%) in routine capital additions; $26. million (20.4%) for contributions to semni
autonomous agencies, boards and commissidndicial and Legislative BranciThe semi
autonomous agencies include the University of the Virgin Islands, VI Waste Management
Authority and both district hospitals. Othantities funded under the Executive Branch include the
Election System (including the Board), the VI Inspector General and the Board of Education
(including Career and Technical), PERB and the Labor Management Council.

The General Fund budget fursl263positions;4,962filled and301vacant/new. These positions
are concentrated mainly in three public service activities: educatib@32public safety and
justice (1,33); and health and human servicé&84). Together they account fol0% of the
budgetedositions.

Unlike previous yearbudgets Fiscal YeaR019 budget shows that many of the items previously
reported in théMiscellaneous sectioof the budget are now plate the Department or Agency
thatwasits custodian. ThereforepmeDepartmats and Agenciesreshowing large increase to
its recommended budgeind the Miscellaneous Budget has decrease significaathpare to
previous years.

Some oftheseDepartments and Agencies that were greatly impacted by having large sums added
to their opeational budget and the main items added are

1 Bureau of Information Technology
o Maintenancef GVI IT Infrastructure$4.1 M
0 License Fee for GVI GWAN$2.1M

1 Office of Management and Budget
0o Wage Adjustment$14 M
o Critical Hiring $4.2 M
o Third PartyFiduciary $2.8M



T

Listed in the regulaMiscellaneous Bdget are many items to include

l

=4 =4 4 -4 48 8 -

Division of Personnel
0 Healh Insurance Retirees $37.4 M

Department of Labor
o Interest Paymerntnemploymenfrust Fund $3.2 M
o Unemployment Insance GVI Contribution $3.0 M

Department of Finance
o Audit Service $2.9 M
o JudgeéPension Fund $0.7 M
o Lieutenants ad Governos Bension Fund$0.6 M

Virgin Islands Police Department
o0 Excess force ConaeDecee $1.9M

Property and Procurement
o0 Government Buildindnsurance$7.6 M

Department of Health
o MentalHealth $1.5 M

Grant for Virgin Islands Housing Finance Authorit$2.0M
East End Medical Center $1.8 M

Fredeiksted Health Center$1.3 M

GERS Outstanding Employ@rContribution $8.0M
GERSAdditional 3% Contribution by Employer$11.0 M
Legal Services $1.1 M

Virgin Islands Economic Development Authorit$5.5 M
WTJXT Virgin Islands Public TV $4.0 M



Other (Appropriated) Local Funds

In addition to the General Fund, there is a tot&l69 million budgeted fronOther Appropriated
Local Funds excluding $86.1 million in debt service payments. The source of funding is a
collection of about a dozen special purpose Fliestsblished by the Legislature. In summary, the
budgeted uses ars #ollows: $9.3million in appropriations to the several agencies responsible
for carrying out the purposes for which the Funds were establishedargindillion transfer
between fund.

Other (Non-Appropriated) Local Funds

In addition to appropriate@mounts, some GVI departments and agencies (including semi
autonomous agencies) are expected to have access to an estiB¥aB&dndillion in local
government revenues that are not subject to annual appropriations. For the most part, the sources
of revenus for thisNon-Appropriatedexpenditure are primarily fees and charges for business
activity services provided by governmental entfties

The two significant amounts in this category are3.$illion available to the Department of

Finance from the Wgin Islandsinsurance Guaranty Fund; and6® million available to the
Department of Tourism from the Tourism Advertising Revolving Fdod promotion and

mar keting of the Te Each Ruridrisyodbe adiministiered forrthe punpdsess t r y
for which it was established. The balance 87.8 million is spread among Funds in different
Department and gencies.

Federal Funds

In addition to local funds, the FY 29Budget is supplemented b2 33.6 million in Federal
grants funding This amount compares 259.5million in FY2018and #.81.2million in FY
2017 Five VI Government departments are expected to rec&i0é.$million of these grant
funds, as follows:The Department of Human Serviced .2 million; the Department of
Education $82.0million; the Department of Healtt2$9.9million; the Department of Public Works
$17.1million and the Department of Planning and Natural Resourtes fillion.

Federal grants to the Department of Human Services are intended to fund tengplaajor
programs: State Administrative Matching Grants for the Supplemental Nutrition Assistance
Program, Rehabilitation Servicd®cational Rehabilitation Grants to States, Temporary
Assistance for Needy Families (TANF), the Head Start Program anit&llddsistance Program.

3 See Footnote.
4 The notable exceptions are the revenues deposited in the Insurance Guaranty Fund and Tourism Revolving Fund.
These revenues are generated from takiesinsurance Premium Taand theHotel OccupancyTax, repectively.



Grants to the Department of Education are intended to fund the following major programs:
National School Lunch Program, Consolidated Grant to the Outlying Areas and Special Education
Grant.

Major programs grant funded under thedartment of Health are: Special Supplemental Nutrition
Program for Women, Infants and Children (WIC), Hospital Preparedness and Public Health
Emergency Preparedness Aligned Cooperative Agreement, and Immunization Cooperative
Agreements Project, HIV Carfeormula Grants and Maternal and Child Health Services Block
Grant.

Major programs grant funded under the Department of Public Works are: Economic, Social and
Political Development of the Territories, and Highway Planning and Construction Projects.

Conclusion

Fiscal year 2019 budget proposal begins the process of addressing issues through legislation and
sound fiscal policy that in the long provide a sustainable economic future for the territory. The
focus of the FY 2019 budget proposal is educatiwglth care, the Government Employees
Retirement System and rebuilding of the territory after Hurricanes Irma and Maria. Therefore,
beginning the ARebi rt RebuldingBtoomngarandiSmarte8 u st ai nabi

Respectfully,

Julio A Rhymer Sr

Director, Office of Management and Budget



