
COMMITTEE ON FINANCE 

 

 

 

BILL NO. 33-0090 
 

 

Thirty-Third Legislature of the Virgin Islands 
 

 

 

 

June 12, 2019 
 

 

 

An Act amending title 24, chapter 12, sections 302 and 308 of the Virgin Islands Code to 

implement a new methodology for assigning individual employer Unemployment Insurance 

Taxes as administered by the Virgin Islands Department of Labor’s Division of Unemployment 

Insurance 

 

 

 

PROPOSED BY: 

 

 

Senators Stedmann Hodge, Jr. and Myron D. Jackson 

Co-Sponsors: Senators Athneil “Bobby” Thomas and 

Allison L. DeGazon 

Be it enacted by the Legislature of the Virgin Islands: 1 

SECTION 1.  Title 24, chapter 12, section 302 of the Virgin Islands Code is amended in 2 

the following instances: 3 

(a) In subsection (i) strike the existing language in its entirety and insert the 4 

following language in lieu thereof:  5 

“Employer” means any person, firm, corporation, limited liability company, or other type 6 

of organization that: 7 

(1) Hires one or more individuals to perform services for its direct benefit during 8 

any portion of the day; 9 
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(2) Acquires a business, or substantially all of the operating assets of a business, 1 

title 26 section of an employer at the time of purchase, or forms a business by merging or 2 

affiliating two or more employers;  3 

(3) Is a non-profit organization exempt from income tax under title 26, section 4 

501(a) or 501(c)(3) of the Internal Revenue Code, and is a business that pays employees 5 

five hundred dollars or more in a calendar quarter, and has one or more employees;  6 

(4) For some portion of a day, in each of twenty, not necessarily consecutive 7 

weeks, in the current or preceding calendar year employs individuals in agricultural labor 8 

as defined in subsection (k)(1)(J) of this section; or 9 

(5) Is a political subdivision of the Government of the Virgin Islands including 10 

its agencies, board, departments, hospitals, and institutions of higher education.” 11 

(b) By redesignating the existing sections appropriately and adding new definitions 12 

alphabetically that read as follows: 13 

“Aggregate reserve ratio” is calculated by dividing the net trust fund balance (cash balance 14 

minus outstanding loans) as of September 30 of the current year by total wages paid for insured 15 

work by contributory employers for the twelve-month period ending the prior December 31. 16 

“Average high cost multiple” means a measure of trust fund solvency used to determine 17 

the fund solvency contribution rate in effect for the following calendar year by dividing the 18 

aggregate reserve ratio by the average high cost rate as shown in the following formula: 19 

Average High Cost Multiple = Aggregate Reserve Ratio ÷ Average High Cost Rate. 20 

 21 

“Average high cost rate” is calculated by averaging the three highest annual benefit cost 22 

rates in the last twenty calendar years ending before September 30 of each year, where the 23 

Benefit Cost Rate is the Total Annual Benefits as a percent of the Total Wages for the year. 24 

“Base contribution rate” is calculated by taking the average of the total benefits paid in 25 

each year divided by the total for insured work for contributory employers in each year for the 26 



 

 

3 

previous twenty calendar years.  This amount shall then be converted to a rate on taxable wages 1 

by multiplying by the ratio of total wages to taxable wages in the previous calendar year.  This 2 

calculation is designated by the following formula:   3 

Average of (Benefits Paid ÷ Total Wages for last twenty calendar years) x (Total Wages 4 

÷ Taxable Wages for prior year). 5 

“Benefit cost rate” means total annual benefits in a year divided by total wages in the same 6 

year. 7 

“Cumulative taxable wages” mean the total amount of taxable wages of all contributing 8 

employers in the Territory for a specified time period utilized in the table set forth in section 9 

308(b)(7) of this chapter to determine an employer’s tax rate interval group. 10 

“Fund solvency contribution rate” means the rate to be added to the base contribution rate 11 

based on the solvency of the trust fund for a calendar year and shall be that rate which appears 12 

on the same line as the average high cost multiple (rounded to the nearest hundredth) in the fund 13 

solvency contribution rate schedule set forth in section 308(b)(4) of this chapter.  14 

“New employer rate” means the initial contribution rate for new employers without an 15 

unemployment insurance history.  This "new employer rate" remains in effect for three years 16 

after which experience rating begins.  The new employer rate shall be published yearly by the 17 

Commissioner of Labor.  18 

“Payroll change percentage” is calculated by using the following formula:    19 

Payroll Change Percentage = 100 x Total Wages (current quarter) - Total Wages (prior 20 

quarter) ÷ Average Total Wages ((Total Wages over 12 quarters) ÷12). 21 

“Payroll variation index” means a measure of experience rating used to determine an 22 

employer’s contribution rate for a year and is calculated by computing a payroll change 23 

percentage for each quarter over a three-year period and averaging those quarterly changes over 24 

the same time period as shown in the following formula:   25 
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Payroll Variation Index = [(sum of Positive Payroll Change Percentages) + 2 x (sum of 1 

Negative Payroll Change Percentages)] ÷ 12.  2 

“Tax rate interval group” means an employer assigned group in which the greater part of 3 

the employer’s taxable wages falls based upon cumulative tax wages as set forth in the table 4 

provided in section 308(b)(7) of this chapter.  5 

“Taxable wages” means wages subject to contributions as defined in section 308(c) of this 6 

chapter.   7 

“Total annual benefits” means all benefits paid during a specified time period utilized to 8 

determine the average high cost rate. 9 

“Total contribution rate” means the sum of the base contribution rate and the fund 10 

solvency contribution rate.   11 

“Total wages” means all wages paid by all employers in the Territory during a specified 12 

time period. 13 

SECTION 2.  Title 24, chapter 12, section 308, subsection (b) of the Virgin Islands Code 14 

is amended in the following instances: 15 

(a) By striking the existing language in paragraph (3) in its entirety and inserting new 16 

language in lieu thereof as follows: 17 

“(3)(A) In lieu of the five and four-tenths percent (5.4%) contribution rate set forth in 18 

paragraph (1) of this subsection, each employer subject to the provisions of this chapter for each 19 

of the four completed calendar quarters ending June 30 of any year, shall pay contributions at a 20 

rate determined by the employer's payroll variation index.  An employer's payroll variation 21 

index shall be computed as follows: 22 

(i) For each quarter in the period ending June 30 (not to exceed 12 calendar 23 

quarters) for which the employer was subject to the provisions of this chapter, 24 

compute the change from the prior quarter in the total amount of wages paid 25 
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(without reference to the limitation in subsection (c) of this section) for insured work 1 

as reported by such employer for such quarter.  For any quarter for which the 2 

employer has not reported wages (including the quarter prior to the first quarter for 3 

which the employer was subject to the provisions of this chapter), the amount of 4 

wages used for this calculation shall be zero. 5 

(ii) Compute average quarterly wages by dividing the total wages paid in 6 

the quarters for which changes were calculated in paragraph (A) by the number of 7 

quarters. 8 

(iii) Compute a payroll change percentage for each quarter by dividing the 9 

change in wages by the average quarterly wages and multiplying by one hundred 10 

percent.  Any negative percentage change exceeding negative four hundred percent 11 

shall be set at negative four hundred percent. 12 

(iv) Multiply each of the negative payroll change percentages by two. 13 

(v) Divide the sum of the resulting positive and negative percentages over 14 

the entire period by the number of quarters, and round the resulting payroll variation 15 

index to the nearest ten-thousandth of a percent.   16 

(B) This computation shall be made no later than December 31 of the year 17 

immediately preceding the calendar year for which it shall apply and shall be performed 18 

in accordance with regulations prescribed by the Commissioner.” 19 

(b) By striking the existing language in paragraph (4) in its entirety and inserting new 20 

language in lieu thereof as follows: 21 

“(4)(A) Before December 31 of each year, the fund solvency contribution rate applicable 22 

for the following calendar year shall be determined on the basis of the average high cost 23 

multiple.  The average high cost multiple shall be computed as follows: 24 
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(i) Compute the aggregate reserve ratio by dividing the net trust fund 1 

balance (cash balance minus outstanding loans) as of September 30 of the current 2 

year by total wages paid for insured work by contributory employers for the twelve-3 

month period ending the prior December 31. 4 

(ii) Compute the benefit cost rate for each of the last twenty calendar years 5 

ending before September 30 by dividing benefits paid in each year by total wages 6 

for insured work for contributory employers in each year. 7 

(iii) Compute the average high cost rate by averaging the three highest 8 

annual benefit cost rates in the last twenty years. 9 

(iv) Compute the average high cost multiple by dividing the aggregate 10 

reserve ratio by the average high cost rate. 11 

(B) The fund solvency contribution rate for a calendar year shall be that rate which 12 

appears on the same line as the average high cost multiple (rounded to the nearest 13 

hundredth) in the fund solvency contribution rate schedule set forth below. 14 

FUND SOLVENCY CONTRIBUTION RATE SCHEDULE 15 

Average High Cost Multiple   Fund Solvency Contribution Rate 16 

1.21 or more    -0.5 percent 17 

0.81 to 1.20      0 18 

0.61 to 0.80    +0.5 percent 19 

0.41 to 0.60    +1.0 percent 20 

0.21 to 0.40    +1.5 percent 21 

Less than 0.21    +2.0 percent” 22 

(c) By striking the existing language in paragraph (5) in its entirety and inserting new 23 

language in lieu thereof as follows: 24 
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“(5) Before December 31 of each year, the base contribution rate shall be computed by 1 

averaging the twenty benefit cost rates computed in paragraph (4)(A)(ii), multiplying by the 2 

ratio of total wages in insured work to wages subject to contributions for the most recent 3 

calendar year, and rounding the result to the nearest hundredth of a percent.” 4 

(d) By striking the existing language in paragraph (6) in its entirety and inserting new 5 

language in lieu thereof as follows: 6 

“(6) The total contribution rate for experience-rated employers for the following calendar 7 

year shall be equal to the sum of the base contribution rate and the fund solvency contribution 8 

rate, except that for the calendar year beginning January 1, 2020, the total contribution rate shall 9 

be 2.4 percent.” 10 

(e) By striking the existing language in paragraph (7) in its entirety and inserting new 11 

language in lieu thereof as follows: 12 

“(7)(A) The amount of each experience-rated employer’s wages subject to contributions 13 

for the four consecutive quarters ending June 30 shall be determined as reported by such 14 

employer for such quarters.  All eligible employers, along with their taxable wages, shall be 15 

listed in the order of their payroll variation indexes beginning with the largest positive payroll 16 

variation index and continuing through the largest negative payroll variation index.  For each 17 

employer in the list, the cumulative taxable wages of the employer together with all employers 18 

who precede the employer on the list shall be calculated. 19 

(B) The employers shall be divided into tax rate interval groups according to 20 

cumulative taxable wages.  The limits of the tax rate interval groups are those set out in 21 

column B of the table in subparagraph (C) below.  Each of these groups shall be identified 22 

by the group number in column A on the same line as the numbers in column B which 23 

represent the cumulative percentage limits of each group.  An employer shall be assigned 24 

to the group in which the greater part of the employer's taxable wages falls.  If one-half of 25 
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the employer's taxable wages fall in one group and one-half in another, the employer shall 1 

be assigned to the lower-numbered group.  An employer may not be assigned to a higher-2 

numbered group than the one to which any other employer with the same payroll variation 3 

index is assigned.  The tax rates shall be established by the Commissioner of Labor and 4 

published annually. 5 

(C) An employer shall be assigned the tax rate factor in column C which is on the 6 

same line as the tax rate interval group to which that employer is assigned.  The 7 

contribution rate for such employer shall be equal to the tax rate factor added to the total 8 

contribution rate determined in paragraph (6) of this subsection.  The contribution rate in 9 

each interval group below group 14 shall be the lower of the calculated rate or the 10 

maximum tax rate in law, and it shall be the higher of the calculated rate and the minimum 11 

tax rate in law.  Also, the contribution rate for an employer in class 14 shall be equal to 12 

five and four-tenths percent (5.4%).  The maximum contribution rate for any employer 13 

shall be five and four-tenths percent (5.4%).  The minimum rate for any employer for 14 

calendar years beginning on or after January 1, 2020, shall be four tenths percent (0.4%).  15 

The contribution rate for an employer shall be rounded to the nearest hundredth of a 16 

percent.  17 

COLUMN A   COLUMN B   COLUMN C 18 

Tax Rate Interval Group Cumulative Taxable Wages  Tax Rate Factor 19 

     at least           but less than 20 

     (percent) (percent) 21 

1         0        2    - 1.6 22 

2         2        5    - 1.2 23 

3         5      10    - 0.8 24 

4       10      30    - 0.4 25 

5       30      70      0 26 

6       70      90    + 0.4 27 

7       90      95    + 0.8 28 

8       95      97    + 1.2 29 

9       97      98    + 1.6 30 
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10       98      99    + 2.0 1 

11       99      99.50   + 2.4 2 

12       99.50     99.90   + 2.8 3 

13       99.90     99.99   + 3.2 4 

14       99.99   100    + 3.6 5 

(D) Corrections or modifications of an employer's wages paid may be taken into 6 

account within three years after the June 30th computation date for the purpose of a 7 

reduction or increase in the employer's contribution rate.  When an adjustment is made in 8 

an employer's wages paid or in an employer's payroll variation index after rates have been 9 

assigned, the adjustment may not alter the contribution rate of any other employer.  The 10 

employer for whom the adjustment in the payroll variation index is made shall be assigned 11 

to the tax rate interval group to which the employer with the nearest similar payroll 12 

variation index was assigned. 13 

(E) The following contribution rates will be in effect for the calendar year 14 

beginning January 1, 2019.  The contribution rates for the following years shall be 15 

established by the Commissioner and published annually on the Virgin Islands 16 

Department of Labor website, the Employer’s handbook, as well as the Department of 17 

Labor Rules and Regulations. 18 

Tax Rate Interval Group  2019 Contribution Rate 19 

1     1.5% 20 

2     1.7% 21 

3     1.9% 22 

4     2.1% 23 

5     2.4% 24 

6     2.6% 25 

7     2.8% 26 

8     3.0% 27 

9     3.4% 28 

10     3.8% 29 

11     4.2% 30 

12     4.6% 31 

13     5.0% 32 

14     5.4%” 33 
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(f) By striking the existing language in paragraph (8) in its entirety and inserting new 1 

language in lieu thereof as follows: 2 

“The Commissioner of Labor shall announce the appropriate tax schedule which meets 3 

the requirements of the preceding paragraphs.  Each employer shall be notified of his individual 4 

rate of contribution for the calendar year according to such regulations as the Commissioner 5 

shall promulgate.” 6 

(g) In subsection (c), in the first sentence, by striking “paragraphs (1), (2), (3), and (4)” 7 

and inserting in lieu thereof “paragraphs (1), (2), and (7)”. 8 

BILL SUMMARY 9 

This Bill amends the U.S. Virgin Islands Unemployment Insurance statutes to provide 10 

for a new methodology for assigning employer Unemployment Insurance tax rates.  The 11 

amendments provide (1) a new experience rating system that will comply with federal law, (2) 12 

a tax system that is easy to operate and apply, and (3) an adequate level of benefit financing for 13 

the long term.  14 

The most significant change is replacing the reserve ratio experience rating system with 15 

the payroll variation methodology to assign individual employer Unemployment Insurance tax 16 

rates.  In the new system which is much simpler to administrate, each individual employer’s tax 17 

rate for a given cycle will be based on their changes in payroll for the preceding twelve quarters 18 

or three years.  As an employer’s payroll increases, the tax rate would be lowered, and the 19 

converse for employers that have diminishing payrolls.  This factor will incentivize the system 20 

for economic growth and productivity.  21 

Section 1 of the Bill creates a new definition for employer which clearly defines and 22 

narrows the scope of the definition of “employer” to include all employers registered to do 23 

business in the Virgin Islands to ensure that all these employers pay premiums into the trust 24 
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fund, and report wages.  This Section also requires the entities to report on employees who 1 

migrate to the Virgin Islands for work.  Additional definitions are also added under this Section. 2 

Section 2 of the Bill strikes the existing language which enumerates the reserve ratio 3 

experience rating methodology and inserts new language which enumerates the proposed 4 

payroll variation tax structure. 5 
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