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U.S. Department of Justice Supplemental Statement
Washington, DC 20530 Pursuant to Section 2 of the Foreign Agents Registration Act
of 1938, as amended

08/31/2007

For Six Month Period Ending

(Insert date)

I- REGISTRANT

1. (a) Name of Registrant (b) Registration No.

Bruce Zagaris 5299

(c) Business Address(es) of Registrant

Berliner, Corcoran & Rowe, LLP
1101 17th Street, NW, Suite 1100
Washington, D.C. 20036

2. Has there been a change in the information previously furnished in connection with the following:

(a) If an individual:
(1) Residence address Yes ] No
(2) Citizenship Yes [ No
(3) Occupation Yes [ No
(b) If an organization:
(1) Name Yes [ No
(2) Ownership or control Yes [ No
(3) Branch offices Yes [ No
(c) Explain fully all changes. if any, indicated in items (a) and (b) above. i

IF THE REGISTRANT IS AN INDIVIDUAL, OMIT RESPONSE TO ITEMS 3, 4 AND 5(a).

3. If you have previously filed Exhibit C', state whether any changes therein have occurred during this 6 month reporting period.
Yes [ No

If yes, have you filed an amendment to the Exhibit C? Yes [ No [

If no, please attach the required amendment.

1 The Exhibit C. for which no printed form is provided, consists of a true copy of the charter. articles of incorporation, association, and by laws of a registrant that is an organization. (A waiver
of the requirement to file an Exhibit C may be obtained for good cause upon written application to the Assistant Attomey General, Criminal Division, U.S. Department of Justice, Washington,
DC 20530

Form CRM-154

Formerly OBD-64 JUNE 1998
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4. (a) Have any persons ceased acting as partners, officers, directors or similar officials of the registrant during this 6 month reporting
period? Yes [ No
If yes, furnish the following information:

Name Position Date connection ended

(b ) Have any persons become partners, officers, directors or similar officials during this 6 month reporting period?

Yes [ No

If yes, furnish the following information:

Name Residence Citizenship Position Date
address assumed

5. (a) Has any person named in item 4(b) rendered services directly in furtherance of the interests of any foreign principal?
Yes [ No

If yes, identify each such person and describe his service.

(b) Have any employees or individuals, who have filed a short form registration statement, terminated their employment or
connection with the registrant during this 6 month reporting period? Yes [ No
If yes, furnish the following information:
Name Position or connection Date terminated

(c) During this 6 month reporting period, has the registrant hired as employees or in any other capacity, any persons who rendered
or will render services to the registrant directly in furtherance of the interests of any foreign principal(s) in other than a clerical or
secretarial, or in a related or similar capacity? Yes [J No

If yes, furnish the following information:

Name Residence Citizenship Position Date
address assumed

6. Have short form registration statements been filed by all of the persons named in ltems 5(a) and 5(c) of the supplemental statement?
Yes [ No [J

If no, list names of persons who have not filed the required statement.
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11 - FOREIGN PRINCIPAL

7. Has your connection with any foreign principal ended during this 6 month reporting period?

Yes [ No

If yes, furnish the following information:

Name of foreign principal Date of termination

8. Have you acquired any new foreign principal® during this 6 month reporting period?
Yes [ No

If yes, furnish the following information:

Name and address of foreign principal Date acquired

9. In addition to those named in Items 7 and 8, if any, list foreign principals* whom you continued to represent during the 6 month
reporting period.

Government of Barbados

10. EXHIBITS A AND B
(a) Have you filed for each of the newly acquired foreign principals in Item 8 the following:
Exhibit A’ Yes [ No O
Exhibit B Yes [ No O

If no, please attach the required exhibit.

(b) Have there been any changes in the Exhibits A and B previously filed for any foreign principal whom you
represented during the 6 month period? Yes [J No
If yes, have you filed an amendment to these exhibits? Yes [] No [

If no, please attach the required amendment.

2 The term "foreign principal” includes, in addition to those defined inSection 1(b} of the Act, an individual organization any of whose activities are directly or indirectly supervised, directed,
controlled, financed, or subsidized in whole or in major part by a foreign government, foreign political party, foreign organization or foreign individual. (See Rule 100(2) (9).) A registrant who
represents more than one foreign principal is required to list in the statements he files under the Act only those principals for whom he is not entitled to claim exemption under Section 3 of the
Act. (See Rule 208 )

3 The Exhibit A, which is filed on Form CRM-157 (Formerly OBD-67). sets forth the information required to be disclosed concerning each foreign principal

4 The Exhibit B, which is filed on Form CRM-155 (Formerly O BD-65). sets forth the information concerning the agreement or understanding between the registrant and the foreign principal.
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III - ACTIVITIES

11. During this 6 month reporting period, have you engaged in any activities for or rendered any services to any foreign principal
named in Items 7, 8. and 9 of this statement? Yes No O

If yes, identify each such foreign principal and describe in full detail your activities and services:

For the Government of Barbados, Mr. Zagaris monitored developments in the U.S. list of countries eligible for reduced dividend
withholding, the U.S. executive and legislative branches concerning the World Trade Organization decision on the Foreign Sales
Corporation/Export Trade Initiative, and U.S. income tax, investment treaty, and free trade policies. Mr. Zagaris also monitored
proposed U.S. legislation targeting "tax havens."

12. During this 6 month reporting period, have you on behalf of any foreign principal engaged in political activity® as defined below?
Yes No [

If yes, identify each such foreign principal and describe in full detail all such political activity, indicating, among other things,
the relations, interests and policies sought to be influenced and the means employed to achieve this purpose. If the registrant
arranged, sponsored or delivered speeches, lectures or radio and TV broadcasts, give details as to dates and places of delivery,
names of speakers and subject matter.

Mr. Zagaris participated in discusions with staff persons of Senators Levin (Julie Davis), Obama (Ian Solomon), Grassley (Chris
Javens), Sen. Baucus (Matt Jones) and Rep. Christiansen with respect to the Stop Tax Haven Abuse Act and related legislation,
including the Dogett provisiosn in the Agriculture Bill, proposing to blacklist Barbados as an “offshore secrecy™ and “tax haven”
jurisdiction. Mr. Zagaris also met with Jonathan Fried, Executive Director for the Caribbean at the IMF.

On April 12, 2007, Mr. Zagaris sent to J. Fried, IMF, enclosing the Barbados Aide-Memoire with respect to the U.S. anti-tax haven
bills.

On May 14, 2007, B. Zagaris prepared a letter to Rep. Christensen and her staff person, S. Modeste about the U.S. anti-tax haven
laws.

On May 14, 2007, B. Zagaris prepared a letter to G. Dalley, Rep. Charles Rangel’s office, re the U.S. anti-tax haven laws.

On June 28, 2007, B. Zagaris prepared a letter to Matt Jones and J. Odintz, Sen. Baucus’ office, re the U.S. anti-tax haven laws.

13. In addition to the above described activities, if any, have you engaged in activity on your own behalf which benefits any or all of
your foreign principals? Yes No (I
If yes, describe fully.

As a member of the Tax Section, American Bar Association, Mr. Zagaris participated in a proposed resolution on the U.S. anti-tax
haven bills.

Mr. Zagaris wrote a Commentary on the U.S. anti-tax haven bills that appeared in the June 2007 issue of Offshore Investment
Journal.

5 The term “political activities” means any activity that the person engaging in believes will, or that the person intends to, in any way influence any agency or official of the Government of the
United States or any section of the public within the United States with reference to formulating, adopting or changing the domestic or foreign policies of the United States or with reference to
the political or public interests. policies, or relations of a government of a foreign country or a foreign political party
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IV - FINANCIAL INFORMATION

14 . (a) RECEIPTS-MONIES
During this 6 month reporting period, have you received from any foreign principal named in Items 7, 8, and 9 of this
statement, or from any other source, for or in the interests of any such foreign principal, any contributions, income or money
either as compensation or otherwise? Yes No

If no, explain why.

If yes, set forth below in the required detail and separately for each foreign principal an account of such monies®

Date From whom Purpose Amount
03/26/2007 Government of Payment for Services $7,525.12
Barbados
03/29/2007 Government of Payment for Services $8,708.99
Barbados
05/24/2007 Government of Payment for Services $19,078.42
Barbados
07/23/2007 Government of Payment for Services $1,757.46
Barbados
$37,069.99
Total

{(b) RECEIPTS - FUND RAISING CAMPAIGN
During this 6 month reporting period, have you received, as part of a fund raising campaign’, any money on behalf of any

foreign principal named in items 7, 8, and 9 of this statement? Yes 0 No
If yes, have you filed an Exhibit DS to your registration? Yes[J No I
If yes, indicate the date the Exhibit D was filed. Date

(¢) RECEIPTS - THINGS OF VALUE
During this 6 month reporting period, have you received any thing of value’other than money from any foreign principal
named in Items 7, 8, and 9 of this statement, or from any other source, for or in the interests of any such foreign principal?

Yes [ No

If yes, furnish the following information:

Name of’ Date Description of
foreign principal received thing of value Purpose

6.7 A registrant is required 1o file an Exhibit D if he collects or receives contributions, loans, money, or other things of value for a foreign principal, as part of a fund raising campaign
(See Rule 201(e).)
8 An Exhibit D, for which no printed form is provided. sets forth an account of money collected or received as a result of a fund raising campaign and transmitted for a foreign principal.

9 Things of value include but are not limited to gifts. interest free loans, expense free travel. favored stock purchases, exclusive rights, favored treatment over competitors, “kickbacks,” and the
like
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15. (a) DISBURSEMENTS — MONIES
During this 6 month reporting period, have you

(1) disbursed or expended monies in connection with activity on behalf of any foreign principal named in Items 7, 8, and
9 of'this statement?

(2) transmitted monies to any such foreign principal?

Yes No U

Yes [ No

If no, explain in full detail why there were no disbursements made on behalf of any foreign principal.

If yes, set forth below in the required detail and separately for each foreign principal an account of such monies, including
monies transmitted, if any, to each foreign principal.

Date
03/31/2007

04/30/2007

05/31/2007

06/30/2007

07/31/2007

08/31/2007

To whom

Government of
Barbados

Government of
Barbados

Government of
Barbados

Government of
Barbados

Government of
Barbados

Government of
Barbados

Purpose

Office Expenses

Office Expenses

Office Expenses

Office Expenses

Office Expenses

Office Expenses

Amount

$328.42

$127.77

$34.89

$1,790.52

$28.56

$21.70

$2,331.86

Total
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(b) DISBURSEMENTS — THINGS OF VALUE

During this 6 month reporting period, have you disposed of anything of value'® other than money in furtherance of or in
connection with activities on behalf of any foreign principal named in Items 7, 8, and 9 of this statement?

Yes [ No

If yes, furnish the following information:

Date Name of person On behalf of Description of thing Purpose
disposed to whom given what foreign principal of value

(¢) DISBURSEMENTS - POLITICAL CONTRIBUTIONS

During this 6 month reporting period, have you from your own funds aqu on your own behalf either directly or through any
other person, made any contributions of money or other things of value  in connection with an election to any political office,

or in connection with any primary election, convention, or caucus held to select candidates for political office?
Yes [J No

If yes, furnish the following information:

Date Amount or thing Name of Name of
of value political candidate
organization

10, 11 Things of value include but are not hmited to gifts. interest free loans, expense free travel, favored stock purchases, exclusive nights, favored treatment over competitors, “kickbacks” and

the hke.
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V - INFORMATIONAL MATERIALS

16. During this 6 month reporting period, did you prepare, disseminate or cause to be disseminated any informational materials !2?

Yes No

IF YES, RESPOND TO THE REMAINING ITEMS IN SECTION V.

17. ldentify each such foreign principal.

Government of Barbados

18. During this 6 month reporting period, has any foreign principal established a budget or allocated a specified sum of money to
finance your activities in preparing or disseminating informational materials? Yes [ No

If yes, identify each such foreign principal. specify amount, and indicate for what period of time.

19. During this 6 month reporting period, did your activities in preparing, disseminating or causing the dissemination of informational
materials include the use of any of the following:

0 RadioorTV {1 Magazine or newspaper ] Motion picture films Letters or telegrams
broadcasts articles

(0 Advertising campaigns [J Press releases O Pamphlets or other publications [ Lectures or speeches

(J 1Internet Other (specify) Emails

20. During this 6 month reporting period, did you disseminate or cause to be disseminated informational materials among any of the
following groups:

{1 Public Officials 0 Newspapers (O Libraries

Legislators 1 Editors (J Educational institutions
1 Government agencies 0 Civic groups or associations ] Nationality groups
Other (specify) international organization official

21. What language was used in the informational materials:

English O Other (specify)

~

22. Did you file with the Registration Unit, U.S. Department of Justice a copy of each item of such informational materials
disseminated or caused to be disseminated during this 6 month reporting period? Yes No [J

23. Did you label each item of such informational materials with the statement required by Section 4(b) of the Act?
Yes No

12 The term informational materials includes any oral, visual, graphic, written, or pictorial information or matter of any kind, including that published by means of advertising, books,
periodicals, newspapers. lectures, broadcasts, motion pictures. or any means or instrumentality of interstate or foreign commerce or otherwise. Informational materials disseminated by an
agent of a foreign principal as part of an activity in itself exempt from registration. or an activity which by itself would not require registration, need not be filed pursuant to Section 4(b) of the

Act
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VI- EXECUTION

In accordance with 28 U.S.C. §1746, the undersigned swear(s) or affirm(s) under penalty of perjury that he/she has (they
have) read the information set forth in this registration statement and the attached exhibits and that he/she is (they are) familiar with the
contents thereof and that such contents are in their entirety true and accurate to the best of his/her (their) knowledge and belief, except
that the undersigned make(s) no representation as to the truth or accuracy of the information contained in the attached Short Form
Registration Statement(s), if any, insofar as such information is not within his/her (their) personal knowledge.

(Date of signature ) (Type or print name under each signature'®)

Gnee 77

L4

13 This stalement shall be signed by the individual agent. if the registrant is an individual or by a majonty of those partners. officers. directors or persons performing similar functions. if the registrant is an organization.
except that the organization can. by power of altomey. authorize one or more individuals to execute this statement on its behalf.



UNITED STATES DEPARTMENT OF .TUSTICE
FARA REGISTRATION UNIT
NATIONAL SECURITY DIVISION

WASHINGTON, D.C. 20530

NOTICE

Please answer the following questions and return this sheet in tnphcate with your
Supplemental Statement: _

1. Is your answer to Jtem 16 of Section V (Infoxmanonal Matenals — page 8 of Form CRM-]54,
formerly Form OBD-64-Supplemental Statement):

YES / or NO

(If your answer to question 1 is “yes” do not answer question 2 of this form.)

2. Do you disseminate any material in connection with your registration:

YES or NO

(If your answer to question 2 is “yes” please forward for our review copies of all material including:
films, film catalogs, posters, brochures, press releases, etc. which you have disseminated during the

past six months.)

%«zfﬁwm Syt (207

Signatdrd

BRUCE Zfiomtlys

Please type or print name of
Signatory on the line above

PALTIGR.

Title




U.S. Department of Justice

Criminal Division

Washington, DC 20530

THIS FORM IS TO BE AN OFFICIAL ATTACHMENT TO YOUR CURRENT SUPPLEMENTAL STATEMENT -
PLEASE EXECUTE IN TRIPLICATE

SHORT-FORM REGISTRATION INFORMATION SHEET

SECTION A
The‘Depanmem records list active short-form registration statements for the following persons of your

organization filed on the date indicated by each name. If a person is not still functioning in the same capacity
directly on behalf of the foreign principal, please show the date of termination.

Short Form List for Registrant: Berliner Corcoran & Rowe, LLP

Last Name First Name and Other Names Registration Date Termination Date _Role

Zagaris Bruce 02/02/1999



U.S. Department of Justice

National Security Division

Washington, DC 20530

SECTION B

In addition to those persons listed in Section A, list below all current employees rendering
services directly on behalf of the foreign principals(s) who have not filed short-form registration
statements. (Do not list clerks, secretaries, typists or employees in a similar or related capacity). If
there is some question as to whether an employee has an obligation to file a short-form, please
address a letter to the Registration Unit describing the activities and connection with the foreign

principal.

Name Function : Date Hired

Signature: Mﬁ{ﬁ‘ﬂ/ Date: Qqﬂf—/if/ Zw?
PROINE

Title:




THOMAS G. CORCORAN, JR.
WAYNE H. RUSCH
CLEMENS KOCHINKE
RICHARD LANDFIELD
BENJAMIN H. FLOWE. JR.
BRUCE ZAGARIS

JOHN A. ORDWAY

JAMES L. MARKETOS
THOMAS C. VILES

JAY A. ROSENTHAL

RAY GOLD

DANIEL FISHER-OWENS
EARL W. ABENDSCHEIN
LAINA C. WILK

JASON A. McCLURG

By Post and Email

BERLINER, CORCORAN & ROWE. LLPFE
ATTORNEYS-AT-LAW
1101 SEVENTEENTH STREET. N.W.
SUTITE 1100
WASHINGTON, D.C. 20036-4798
TELEPHONE (202) 203-5555 FAX (202) 203-0035
WWW.BCR.US

May 15, 2007

George A. Dalley, Esq.

Chief of Staff

Representative Charles B. Rangel
2354 Rayburn House Office Building
Washington, D.C. 20515-3215

Dear George:

THOMAS G. CORCORAN {1900-1081)
JAMES H. ROWE, JR. (1909-1984)

COUNSEL
EDWARD M. LURIA

It was a pleasure to see you, albeit briefly, last weekend. This letter concerns the anti-tax
haven legislation pending in Congress, especially the bills that name specific jurisdictions. I am
writing to you with respect to my work for Barbados.

As written, the bills are clearly discriminatory and will likely lead to more WTO litigation
and another unfavorable decision for the U.S. In addition, the designation of Barbados as a “tax
haven” is unfair. As you know, it now takes at least two months to secure a license for an
international entity in Barbados, whereas in most U.S. states it takes 24 hours. Barbados is
establishing a Financial Services Commission to license all of its service providers, while most
U.S. states have no oversight requirements for incorporating and managing companies. IMF
reviews of Barbados’ financial services regulatory requirements and anti-money laundering
regimes have been laudatory; in contrast, the FATF recently rated U.S. corporate vehicle

transparency non-compliant.
Please find attached:

1. areprint of my article, Treaties Propel Barbados Financial Services, which discusses,
inter alia, the regulatory steps Barbados has taken and continues to take to regulate international

financial services;

2. a draft copy of my article The U.S. Anti-Tax Haven Bills: Discriminatory and
HI-Timed; and



BERLINER. CORCORAN & ROWE

George A. Dalley, Esq.
May 15, 2007
Page 2

3. a draft resolution of the American Bar Association’s Tax Section’s Committee on Civil
and Criminal Penalties opposing the bills (the chair is now sharing the resolution with other
interested groups in the ABA to ascertain if they want to support it).

The Commonwealth Secretariat has just released a 44-page report noting the lack of fair
opportunities for small jurisdictions to have access to financial services. In particular, the report
advocates affording small countries access to TIEAs and income tax treaties. Attached is my
summary of the report. If you are interested, I can send you the entire report.

Finally, on May 10, 2007, the media reported a decline in foreign investment due in part
to a growing international belief that the U.S. does not welcome foreign investment and a sense
that doing business in the U.S. might come with unnecessary burdens. According to the report,
President Bush was expected to release a statement hailing foreign investment as the key to
creating jobs, stimulating growth, and boosting U.S. productivity. (See Deborah Solomon, White
House Makes Push to Draw Foreign Capital, WALL ST. J., May 10, 2007, at A4, col. 1.) The
proposed tax haven legislation illustrates how Congress is exacerbating an adverse environment

that is undercutting U.S. foreign investment.

[ think one of our short-term goals should be to develop an informal support group or
coalition of interested staff persons and members of Congress. We will try to develop this group
and find one or two persons in each chamber that can lead its efforts.

Thank you again for your interest. If you have any questions, please feel free to contact

me
Best regards,
A ;W, if(é?c S
.'/ ;.‘ .
Bruce Zagaris
ce: Representative Charles B. Rangel

Enclosures



THOMAS G. CORCORAN., JR.
WAYNE H. RUSCH
CLEMENS EOCHINKE
RICHARD LANDFIELD
BENJAMIN H. FLOWE. JR
BRUCE ZAGARIS

JOHN A. ORDWAY

JAMES L. MARKETOS
THOMAS C. VILES

JAY A. ROSENTHAL

RAY GOLD

DANIEL FISHER-OWENS
KARL W. ABENDSCHEIN
LAINA C. WILK

JASON A. McCLURG

By Post and Email

Matthew J. Jones

BERLINER. CORCORAN & ROWE. LLP
ATTORNEYS-AT-LAW
1101 SEVENTEENTH STREET, N.W.
SUITE 1100
WASHINGTON, D.C. 20036-4798
TELEPHONE (202} 203-5555 FAX (202) £03-0035
WWW.BCR.US

June 29, 2007

Director for Economic Development

and Field Director

Office of Senator Max Baucus
1821 South Avenue West, Suite 203

Missoula, MT 59801

Dear Matt:

THOMAS G. CORCORAN (1500-1881)
JAMES H. ROWE. JR. (1908-1884)

COUNSEL
EDWARD M. LURIA

It was a pleasure to meet with you and speak about S. 681. As we discussed, I am
supplementing our meeting by attaching the following:

1. A copy of my article from the INTERNATIONAL ENFORCEMENT LAW REPORTER, New
U.S. Tax Legislation Targets Offshore Jurisdictions;

2. An informal outline of the bill by Celia R. Clark, Esq., a New York practitioner with
whom I cooperate in the ABA tax section;

3. The Barbados’ government’s memorandum on the bill; and

4. A copy of my OFFSHORE INVESTMENT comment, The United States Anti-tax haven
bills: a discriminatory and ill-timed effort, for your colleague Josh Odintz.

Donna Forde, in the Barbados Embassy, or I will contact Mr. Odintz to try to arrange an
appointment to discuss the bill. In the meantime, I look forward to keeping in touch.

Sincerely,

p2 [ —

Bruce Zagaris



BERLINER. CORCORAN & ROWE

Matthew J. Jones
June 29, 2007
Page 2

Enclosures

cc: Joshua Odintz (by e-mail only)



From - Thu Apr 12 16:50:03 2007

BCC: Francoise Hendy@BARBADOSBUSINESS.GOV.BB,

Mia Mottley <mamottley(@caribsurf.com>,

"Michael I. King" <MichaellKing@aol.com>,

Donna Forde <donnamichie@att.net>,

Jed Borod <ielr@bcr-dc.com>

Date: Thu, 12 Apr 2007 16:49:51 -0400

From: Bruce Zagaris <bzagaris@bcr-dc.com>

To: Jonathan Fried <jfried@imf.org>

Subject: US Anti-Tax Haven Bills -- Barbados Government Response

Jonathan:

It was a pleasure to speak with you. I unfortunately only attended a couple social events at the
ASIL meeting. Sorry to have missed your panel and you.

Attached is the Aide Memoire for the Barbados government on the anti-tax haven bills.

Also attached are two articles | have authored on the anti-tax haven bills and the contrasting
position of the Canadian government as set forth in its last budget statement.

Insofar as the IMF is engaged on these issues and you represent the Caribbean, I thought you may
be interested in these documents and may want to consider whether the IMF should weigh into

the discussion.

If you have time, I'd enjoy catching up. I'm participating in a symposium in Montana this
weekend, but return next week.

Cheers,

Bruce Zagaris



A nited States legislators have recently introduced
three new pieces of legislation targeting
transactions involving “tax haven” or “offshore

Y secrecy” jurisdictions as part of efforts to close
the growing US tax gap.' The bills - §. 396, which has been
incorparated in S. 554, the 'budget resolution’, and S. 681, the 'Stop
Tax Haven Abuse Act’ - target “offshore secrecy jurisdictions” and
include lists of specifically named countries. As Congress searches
for revenue to fund international and domestic projects in the
current budget environment, legislators are rying to limit the
ability of US citizens and companies to obtain tax benefits from
doing business abroad. However, the bills violate international
trade and US tax treaties.

Limiting deferral

As proposed, S. 396 (incorporated as Sec. 212 in S. 554), would
deny deferral benefits to companies that locate subsidiaries in “tax
haven” jurisdictions to avoid US taxes. Introduced 25th January
2007 by Sen. Byron Dorgan (N.D.), Chairman of the Senate Budget
Committee, and Sens. Carl Levin (D-Mich.) and Russ Feingold (D-
Wis.), S. 396 would treat controlled foreign corporations (CFCs)
established in “tax haven countries" as domestic companies for tax
purposes. The bill lists 40 “cax haven countries,” including a range
of jurisdictions in the Caribbean, Europe, Asia, and Africa.

The bill would exempt CFCs only if they earn “substancially
all” of their income for the tax year from active trade or business
activities in the jurisdictions where they were organised or
created. The measure does not define “substantially all.” The
provisions also give the treasury secretary the authority to add or
remove jurisdictions from the list.

The Stop Tax Haven Abuse Act

On | 7th February 2007, Senators Levin, Barrack Obama (D-
1), and Norm Coleman (R-Mn) introduced the Stop Tax Haven
Abuse Act (STHA), which would dramatically change US tax rules
with respect to offshore secrecy jurisdictions. As a result of the
bill, US tax and securities authorities could presume that non-
publicly traded offshore companies or trusts were mere nominees
for those who established them and could be disregarded, unless
the taxpayer could prove otherwise.

Similarly, the STHA creates a presumption concerning
reportable financial accounts. Subject to rebuttal, US authorities
can presume that any account with a financial insticution formed,
domiciled, or operating in an offshore secrecy jurisdiction contains
funds in an amount, that is at least sufficient to require a report
prescribed by regulations under 31 U.S.C.5315 (part of the Bank
Secrecy Act).

The bill directs Treasury to add or remove |urisdictions from
the initial list. Jursidictions can be included if they have "corporate,
business, bank, or tax secrecy rules and practices which, in the
judgment of the Secretary, unreasonably restrice che ability of the
United Scates to obtain information relevant to the enforcement
of this title [the Internal Revenue Code], unless the Secretary also
de(ermines that such country has effective information exchange
practices.”

Additional reporting requirements apply to US persons who
use secrecy jurisdictions. They include the jurisdictions mentioned
in S. 396, as well as Hong Kong, Singapore, and Switzerland.
Alarmingly, a number of the listed jurisdictions have concluded Tax
Information Exchange Agreements (TIEAs) or income tax treaties
with the United States. For example, Swizerfand and Cyprus have
US tax treaties, while Barbados has both a tax treaty and a TIEA.

Treasury is authorised to apply sanctions to counter perceived
threats to US tax enforcement Treasury can apply the same
sanctions currently available with respect to foreign jurisdictions,
financial institutions, or transactions of ‘primary money laundering
concern” to foreign jurisdictions, financia! institutions and
transactions “impeding US tax enforcement.” Treasury would
impose requirements and sanctions on US financial insticutions
which deal with a designated jurisdiction or offshore financial
institution, and would also be authorised to instruct US financial
institutions to block credit card transactions.

The bill gives the Internal Revenue Service (IRS) an additional
three year's beyond the usual three-year statute of limitations to
audit or assess tax on transactions involving an offshore secrecy
jurisdiction. The bill also amends US securities laws, increasing
penalties for failing to disclose offshore holdings. Treasury must
promulgate final regulations directing hedge funds and private
equity funds to comply with various anti-money laundering
requirements.

The bill changes the procedures under Code Sec. 7609
relating to third party (“John Doe") summons, authorising
information gathering for unnamed taxpayers. The provisions
establish an exception for summons which are limiced to
Information regarding a US correspondent account or a US
payable-through account of a financial institution in an offshore
secrecy jurisdiction. In any case in which a person or class of
persons subject to the summons have financial accounts in, or
transactions related to, offshore secrecy jurisdictions, the bill
creates a presumption that such a person or persons may have
failed to comply with provisions of internal revenue law.

The bill also creates an exception to ordinary procedural
requirements for John Doe summonses relating to an approved
project. A project can only be approved after a court proceeding.

offshoreinvestment.com



However, once a project is approved, the IRS may issue a
summons to any member of an ascertainable group or class of
persons included in the project for a period of three years. A
court may further extend the time for issuing such summonses
for additional three-year periods. Approved projects under these
rules are subject to ongoing court oversight.

These new rules are designed to allow the IRS to present an
investigative project, as a whole, to a single judge to obtain
approval for issuing multiple summons related to that project.The
unnamed taxpayers in each class would be presumed to be
reasonably likely to have failed to comply with tax laws if the class
involves financial accounts or transactions in offshore secrecy
jurisdictions.

The bill makes changes to portions of The Bank Secrecy Act
concerning the enforcement of foreign bank account reporting
requirements and suspicious activity reports.

Analysis

Ironically, US efforts to crack down on transactions in “tax
haven' and “offshore secrecy” jurisdictions may undermine the
US's role as the largest market for international investors seeking
secrecy and tax incentives. For example, interest earned by US
bank accounts held by foreign nationals is exempt from US
taxation. The US only regularly exchanges information on
earnings from such accounts with Canada, and the Bush
administration has not made final a proposed Clinton
administration regulation to extend regular reporting of such
earnings to OECD countries.

The dynamic growth of foreign investment in the US is due in
part to the emergence of hedge funds. In 2005, more chan 8,000
hedge funds managed an estimated USDI.1 trillion. A substantial
number of these funds are based in the US. Hedge fund managers
are not required to report information on foreign investors in US
hedge funds to any government body, although industry sources
estimate that more than 40% of these funds — worth USD400
billion — are foreign Investment.

In the same vein, for over three years the US has failed to
comply with the Financial Action Task Force's (FATF) 40
recommendations, In 2006, FATF gave the US a non-compliant
rating because due to its lack of gatekeeper requirements.As the
FATF summary report states, US “accountants, lawyers, other legal
professionals, real estate agents, and trust and company service
providers (other than trust companies, which are subject to the
same requirements as banks) are not currently subject to
AML/CFT requirements (other than the large cash transaction
reporting requirements).”

Further, US accountants are not defined as “financial
institutions” under the Bank Secrecy Act. Accordingly, they are
not currently subject to most of the BSA's AML requirements,
other than the obligation to file Form 8300s. Because
accountants have access to companies’ operations and financial
records, Congress is considering how to incorporate AML
safeguards into existing accounting standards.

The absence of corporate formation laws and lax money
laundering laws, have made the US a centre for investment by
Russian, Central, and Eastern European organised crime groups. In
a number of cases, U.S. law enforcement authorities were not able
to effectively respond to foreign requests for mutual assistance
because there was no legal requirement that service providers
collect the information the foreign governments were seeking.

Certain members of Congress are trying to use the US's
superpower status to avoid the level playing field (LPF)
requirements of the OECD’s harmful tax practices initiative. LPF
requirements prohibit the imposition of “greylists” or "blacklists”
against targeted countries until and unless there is a level playing
field, and FATF and STEP reports have shown that such an
environment does not exist due to US non-compliance. The tax
haven bills also contradict President Bush's statement that the US

has a competitive advantage in services and is trying to liberalise
trade in services.

The growing US tax gap is the engine of the new tax
legisiation. US lawmakers have traditionally focused on increasing
tax enforcement before confronting the reality thac they need to
trim spending or raise taxes. The new bills continue the US
government policy of trying to persuade foreign countries to
negotiate TIEAs without providing tax benefits to treaty countries
and with threats of discriminatory provisions targeting countries
that do not accede.

The Canadian approach is much wiser. On |9th March 2007,
Canadian Finance Minister [im Flaherty announced Canada's
Budget 2007. lt calls for tax benefits for jurisdictions that
conclude a TIEA with Canada ~ benefits previously reserved for
countries with which Canada has an income tax treaty.
Accordingly, Canada will not sign new or revised tax treaties that
do not include comprehensive exchange of information provisions.

Budget 2007 will provide non-treaty countries with incentives
to negotiate TIEAs. If a jurisdiction concludes a TIEA, business
income earned in that jurisdiction by foreign affiliates of Canadian
firms will be exempt from Canadian tax. Otherwise, that income
will be taxable in Canada as earned.

The “exempt surplus” rule is an important competitive
advantage, permitting a Canadian company to earn business
income through a foreign affiliate in any tax treaty country and
bring that income to Canada with no tax. Since the only tax on
such business income will be that paid to the foreign country in
which it is earned, the system guarantees that Canadian firms can
operate on a leve! playing field with their foreign competitors.
Canada’s new tax treaty policy comports with the recent
Netherlands-Isle of Man TIEA, in which the Netherlands agreed to
negotiate a tax treaty and offer other tax benefits to the Isle of
Man.

As the contentious |8th April 2007 Senate Finance
Committee hearing showed, the anti-tax haven bills are really an
efforc to reduce the tax gap. The Senate bills violate the principle
in Article Il of the GATS that prohibit countries from
discriminating among foreign trading partners on the basis of
nationality and require that rules and regulations be based on
objective, non-discriminatory criteria. The bills are constructed in
a clearly arbitrary and discriminatory manner because the anti-
money laundering and tax/corporate transparency laws show that
many of the targeted countries meet international standards, while
the US do not. In this connection, in light of the US government’s
protracted non-compliance of the WTO ruling in the online
gaming case filed by Antigua and Barbuda, the Caribbean trade
delegation in the WTO Doha negotiations also shared their
concerns about the enforcement of the rights of small and
vulnerable economies (SVEs) in the multilateral wrading system.
Enactment of the anti-tax haven bills is likely to land the US in
another WTO case.

The US has failed to replace the benefits of foreign sales
corporations or Sec. 936 incentives, the bases of the USTIEA
programme, and now proposes new measures to diminish trade
and investment in services while imposing enormous new
infrastructure costs on tiny island countries due to its new
national security needs. The US anti-tax haven bills violate the
spirit, if not the letter, of US tax agreements.

Dt

I This commentary is based in part on Bruce Zagaris, New U.S.Tax
Legislation Targets Offshore Jurisdictions, 23 Int'l Enforcement Law
Rep. 174 (May 2007).

Ol 177 + June 2007




This material is circulated by Berliner, Corcoran & Rowe, which is registered under
the Foreign Agents Registration Act with the Department of Justice, Washington,
D.C., as an agent for the Government of Barbados. Copies of this material are filed
with the Department of Justice where the required registration statement is
available for public inspection. Registration does not indicate approval of the
content of this material by the United States.




II. INTERNATIONAL TAX ENFORCEMENT
A. New U.S. Tax Legislation Targets Offshore Jurisdictions

by Bruce Zagaris

Three new pieces of U.S. legislation target transactions involving “tax haven” or “offshore secrecy”
jurisdictions as part of efforts to close the growing U.S. tax gap. The bills — S. 396, which has been incorporated in
S. 554, the budget resolution, and S. 681, the Stop Tax Haven Abuse Act - target “offshore secrecy jurisdictions™
and include lists of specifically named countries. As Congress searches for revenue to fund international and
domestic projects in a pay-as-you-go budget environment, legislators are increasingly working to limit the ability of
U.S. citizens and companies to obtain tax benefits from doing business abroad.

1. Limiting Deferra