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3rd Circuit backs Gomez ruling in excise tax case

By BRIAN O°CONMNOR
Dhaily Marwis Staff

The WVirgin Islands povernment
has been dealt a setback in fixing a
multimillion-dollar bole in the terris
tary s budget.

Two  judges
with the 3rd LIS,
Cireuit Cour
of Appeals on

Wednesday  up-
beld a  lower
coun’s ruling
preventing  the
territorial - pove
ernment  from

caollecting excise
tax on constiu-
tiomal grounds.

US. Court of Appeals judpes
Thomas Ambro and Thomas Vana-
skie isswed a one-page memo dated
Meow. 27 and published on Tuesday,
affirming a Mow, 15 order by LLS.
Dastrict Court Judge Curtis Gomez.

No legal memorandum  accom-
panics the order, making it hard 1o
determine why Ambro and Vanaskie
issued their ruling. The ruling is in-
terlocutory, meaning the case must
sill proceed o a final appeal judg-
ment on whether or not the VL gov-
ernment can collect excise tax

An excise tax i an indirect tax
levied apainst  manufscturers of
poods, as opposed fo a direct fax,
usmally levied against sellers or pur-
chasers of certain goods. Gomez's
muling. and 3 subsequent memoman-
dum opinion on the tax, ruled the
government has been improperly
collecting the tax for decades.

Reefor, a company that installs
refrigerstors, lee machimes and
other equipment on boats. angued
that because “boat parts™ are ex-
empt from excise tax, their business
should be exempt.

The tax wsually generates mone
than 520 million of government
revenues each year. according to

Curtis Gormez

“wme

by Newwes 1 pietn

The 3nd U5, Cirewit Court of Appeals has backed a ruling by the U5, District Court blocking the territary from ool
lecting wcise tax levied against iterns like those awaitng delivery at the Crowley Shipging Tenminal on 51, Thomas.
if collected, excise and trade taxes are projectad to generate $45.1 milion for the termory n fiscal year 2015,

court decuments,

The government had contimeed 10
callect the tax even afier a Seplem-
ber raling that it violated the US.
Constituizons Comamerce Clause,
according 1o coun documenis. AR
one point during on evidentiary hear=
ing, Gomez asked why the govern-
rent shouldn't be held in contempt,
according to court documents,

The Commerce Clause gives
Congresd alone the power b0 regu-
late commerce between the sates.

Officials had collected 539 mil-
liom in excise wax for 2018 as of Mov,
13, according to @ Nov, 26 opinion
Ciomez wrale in support of his rul-
img. The propased fiseal year 30019
budger includes 543.1 million for

trade and excise taxes. That's about
5.5 percent of all government tax
revenues (382006 million), accard-
ing to the budgel.

The ruling impacts not just Reef-
0, but the lerritory™s economy as a
whaobe, Gomer wiilc.

Government  officials hod ot
presented exact information about
hew the end of the excise tax would
impact the government checkbook,
Gomez wrole.

“A functioning povernment is
elearly in the publics interest, and
a fumctioning government cemannly
requines money,” he wrote, “The
GVI has provided the court with no
information regarding the amount of
money it collects from excise axes.”

A sigy benefits specific segmenls
of the public because govermment
officials have testified they plan 1o
levy excise tax om local businesses,
Gomte wrole.

“"The imterest of imporiers would
favor not issuing a stay, as their in-
ferest is certainly in nod paying 8
duseriminatory excise tax,” he said,
“The imerest of local manufaciurers

would favor issuing a stay, a3 their
mierest would be not paying an ex-
eise tan”

Discriminadion againsl imporers
outweighs local economic interests,
Gomee wrate,

On appeal, Virgin lslands At-
torney General Claude Walker, So-
licitor General Pamela Tepper, and
Assisiant Attorney Ceneral Dionoe
Sinclair, argued that 1the povernment
had previously been granted com-
gressianal authority 1o levy the 1ax
Apairsk impiais.

The consequences of CGomez’s
ruling are dire, they wrole.

Gomez “has effectively canailed
the gerernment s abality to collect rev.
enues, thrown the excise @ $ysiem
authorired by Congress into o stme
of chaos, created umcetainty among
taxpayers, and instilled msecusity in
loical aind federal officials whose daily
responsibility # is 10 assess and collect
excise tanes,” they wiole,

The effect is pamticularly pro-
nounced because of the imporiation
of materiala for busricane necovery,
the bvovyers wrode,

Alex Golubnsky, Resfoo's amor-
ney, argued that while the govern-
meend could easily bill compamies
if it won e appeal, und fine or jail
peaple if they didn't pay, the reverse
isn't true,

“The ability of Recfeo or ather
taxpanvers b exiract refunds from the
pavernment, even Judicially awarded
refunds, 15 nuolorxusly diffleull in
the Yirgin lslands,” he wraote.
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Setting the record straight

An article on page 5 of The
Daily Mews on Tuesday about ihe
upcoming murder trial of V1. Po-
lige Officer Francies Williame I

misidentified the photos accompa-
nying the article. The phota was of
ane of the victims, V1. Police OF
ficer Kai Javais.
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