The Government of Dominica
W H I T E     P A P E R
Proposals for Residence Tourism Policy for Dominica

INTRODUCTION:

1.
The Ministry of Tourism, Industry & Private Sector Relations has reviewed proposals for adoption of policies to promote residential tourism in Dominica.  “Residential tourism” pertains to that rapidly developing branch of the travel industry where affluent persons who are on a guaranteed income are encouraged to take up residence in the promoting country.

PURPOSE:

2.
The primary purposes of the Residence Tourism Policy are:
· To increase foreign direct investment into Dominica through the constructions of private homes and thereby increase foreign exchange and employment.
· To assist in destination promotion and branding of Dominica.
3.
Residence Tourism had a high local value component through its demand for local construction and real estate goods and services, for post-construction goods and services including local labor such as gardeners/groundkeepers, security, tradesmen and domestics.
4.
Many retirees and persons interested in Residence Tourism are from the North American market.  These persons are coming from the “Baby Boomer” population. According to Exotic Places to Retire, a leading American journal for this segment, “eighty-five (85) million men and women make up the Boomer market segment – one third of the American population.  Conceptually, 340,000 of them turn fifty (50) years old every month and will do so for the next sixteen years….Boomers, North America’s largest population in history, are rapidly approaching retirement….Boomers will be the largest consumer group in the country for another estimated thirty (30) years….and spend more money on products and services than any other age cohort or household…”

INDUSTRY PROFILE:

5.
Retirees seek out destinations for second homes for several reasons, among which are to avoid harsh climatic conditions, to fulfil retirement paradise dreams and for tax purposes.
6.
A number of countries have vigorously embarked upon the pursuit of retirement tourism.  Among them are Ireland, Belize, Panama, Cyprus and Costa Rica which offer a variety of inducements to attract retirees.
7.
In the Caribbean region St Kitts, Montserrat and the USVI have had strong residence tourism programs.

RATIONALE:
8.
In Dominica’s context the island would likely be of interest to certain segments of the retiree market because Dominica is viewed as an unspoilt destination with a relatively good record for security and safety and for friendly people with a relatively good living standard. Dominica is noted for its pristine natural environment and opportunities for healthy lifestyle, research in environmental and related disciplines and wellness tourism.

9.
These attributes, by themselves, will not translate into investment in residence tourism on a significant scale unless a deliberate policy to promote the destination to this segment is adopted.  Dominica also has other inherent constraints such as the absence of state-of-the-art medical facilities and evacuation procedures.

10.
Dominica should seek to capitalise on this vibrant and growing industry.  Thus, two CATEGORIES are being proposed for adoption, side by side with each other.

CATEGORY ONE – Encompassing Non-Nationals who are willing build or purchase a home in Dominica to the value of US$300,000 (house and land).
CATEGORY TWO – Other Non-Nationals who, instead of building or purchasing a home, would maintain a bank deposit of US$100,000.  The persons to be targeted in this category are professionally qualified individuals holding a Master’s degree or equivalent certification from accredited institutions in the field of botany, ecology, anthropology, biology, oceanography, natural science, forestry, agronomy, tropical agriculture and medical science. Some of these persons May undertake research here, leading to publications, patents, royalties and other products/services that could be commercialized.  Also to be included are writers and researchers from reputable, established publications on themes of nature, ecology, alternative medicine, ecotourism and culture.

This category of persons would, by association, help brand Dominica as the Nature Island of the World!

11.
Among the inducements which would be provided under the policy are the following:
i. 
Residence status in Dominica for non-Dominican approved beneficiaries and spouse under the program.

ii 
Residence status for dependent of beneficiaries under eighteen (18) years of age.

iii 
Exemption from Estate Tax, Capital Gains Tax and tax on interest income from savings.  Presently, there is no tax in Dominica on estate income, capital gains and interest income earned by individuals resident in Dominica.  However, explicit mention of provision for exemption from these taxes (in the event that any of these were to be introduced in the future) is an important promotional statement for the program.
iv 
Exemption from tax on income from a patent/royalty/publication received by any person covered under Option Two if the work has been carried out in Dominica.

v. 
Exemption from tax on overseas income of Beneficiaries, whether resident in Dominica, or not. Currently, under the Income Tax Act the assessable income of a taxpayer includes all income (which is not specifically exempt), accrued directly or indirectly from all sources whether in or out of Dominica.  Section 25 (1) (h) of the Act exempts “any income accrued from a source outside Dominica to any retired person, who, prior to his retirement, was not resident in Dominica.”  However, once the individual takes up residence here, his/her overseas income earned from the time of taking up local residence becomes taxable here.

For the purposes of the Residence Program beneficiaries’ overseas income should be exempt, whether they choose to reside in Dominica, or not.  There would be need to amend the Income Tax Act to make explicit reference to Beneficiaries under the program and to exempt any income accused  from a source outside of Dominica from taxation, whether the beneficiary resides in Dominica, or not.

vi. 
Duty-free concession, including waiver of the Value Added and Excise Tax, on two (2) motor vehicles every four (4) years; and on yachts and private aircraft.

vii. 
Duty-free concession, including waiver of the Value Added Tax on the importation of household items, in line with the existing policy for returning Dominicans i.e. one set or one unit of household furniture and appliances.  An increase of the limit from EC$20,000 to US$50,000 is being recommended in light of the value of homes being proposed for eligibility under the program. (N.B. Belize offers US$15,000 and Panama $10,000 concession on household items under their Residence Program.

viii. 
Duty-free concession on building material for housing construction would not be allowed.  However, consistent with the Nature Island branding theme, certain housing-related components for home-improvement and environmental conservation would be exempt from duty.  These include:
· Energy-efficient appliances, including solar water heaters, water pumps, water tanks, wells and cisterns technologies.
· Alternative energy technologies (wind mills, watermills, solar, bio-gas and geothermal technologies).
· Landscaping, irrigation, water conservation and treatment systems.
· Security alarm and surveillance systems and perimeter security systems.
· Pool construction material, equipment, supplies and accessories.
· Spa-related equipment, accessories and supplies  such as saunas, hot tubs, Jacuzzis

CAVEATS:

12 (a) 
It is considered that minimum residency (stay on island) ought not to be required under the program as the economic impact of a beneficiary’s participation in the program can be had, whether or not he/she chooses to reside here.
(b) 
It is considered that a restriction on the sale of land to a Beneficiary should apply, within the provisions of the Aliens Land Holding Act.  Currently , Aliens are permitted to own up to one (1) acre without the need for an Aliens Land Holding Licence, except in the case where the land is to be held for commercial purposes in which case up to three (3) acres can be held without a license.   Should more land be required they would apply under normal procedures.
c)
It is considered that the minimum qualifying age should be eighteen (18) years to take into consideration today’s reality of a growing number of very affluent young persons in the technology and entertainment industries, in particular, and who should be encouraged to acquire residency status  under this program.

RISKS

13. 
As is the case for the tourism industry, in general, there are potential drawbacks from active promotion of a program of residence tourism in Dominica, mostly centred around social impacts.  Among these are:
i. Inflationary effects on property values and prices.
ii. Emergence/exacerbation of a dual class in society comprising of lower income locals and high-income diasporans and non-local (expatriate) residents.

SUMMARY GUIDELINES:

The following highlights some of the specific guidelines for consideration and further discussion in preparation for the adoption of a policy on Residence/Retirement Tourism.

i. That a draft policy of Residence Tourism, providing for two qualifying categories is acceptable to the Government of Dominica.
ii. A person must be a least eighteen (18) years of age to be eligible under the program
iii. That, under Category One, a beneficiary would be required to purchase or construct a house in Dominica of a certain value and standard within any location, subject to Physical Planning approval.  The minimum value, of house and land, is US$300,000, as assessed by the Valuation Unit of the Government of Dominica.

iv. That, under Category Two, persons holding a Master’s Degree or equivalent qualification in approved professions, would be eligible.  For persons in this category, a minimum of deposit of US$100,000 in a local bank account would be required.  This would be held in escrow for the duration of their residency status.  Such escrow to be separate from any other funds that would be required for their local expenses when residing here.
v. The applicant would be required to supply personal data, birth certificate, police records, marriage certificate, copy of passport, medical certificate (including verification of the absence of communicable diseases), and proof of income and assets in respect of himself/herself and any dependents.
vi. Non-Commonwealth originating beneficiaries would not have local voting rights. Commonwealth beneficiaries would retain voting rights subject to existing 0n-island minimum residency requirement of Electoral Laws.

ISSUES TO BE CLARIFIED:

For the purpose of giving seamless effect to the policy, the following revisions/amendments to existing policies, legislation and institutional arrangements should be examined for implementation.
i. Inclusion of a new clause under 25 (1) (h) of the Income Tax Act to exempt “any income accrued from a source outside Dominica to a Beneficiary under the Residence Tourism program, whether the persons resides in Dominica, or not.”
ii. Determination of the appropriate institutional arrangements to implement and promote the Residence Tourism program of Dominica. Both the Financial Services Unit and National Development Corporation have a role to play if the program is to have its full impact.  The FSU has core competence in undertaking due diligence exercise within the context of the related program of Economic Citizenship and offshore business.   This is an important screening function which should be retained for the Residency Program with clear checklist of the things which would render an applicant ineligible/disqualified for Beneficiary status.  FSU would need to create the necessary application form, checklists and administrative processing arrangements for the new program.
iii. The National Development Corporation could support the promotion of the program through its general destination promotion activities in print, electronic material, at trade shows etc… In addition, the Dominican diaspora and local private sector interests in the field of insurance, real estate, banking, legal and construction services should be harnessed to assist with promotion of the program, collaboratively.  It is necessary to adopt the policy and formalize the institutional arrangements in time to be ready for a promotional launch of the program by the end of the financial year (FY06-07).

Ministry of Tourism, Industry & Enterprise Development

October 18, 2006
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