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THE WHITE HOUSE

WASHINGTON

December 5, 1983

MEMORANDUM FOR FRED F. FIELDING
FROM: JOHN G. ROBERTSOEL

SUBJECT: Henry Berliner Correspondence
Concerning Barbados

Attached, as you requested, is a draft response to Mr.
Berliner's two memoranda. My memorandum of November 30
discussed the substance of those memoranda.

Attachment



THE WHITE HOUSE

WASHINGTON

%

December 5, 1983

Dear Henry:

Thank you for your memoranda on law enforcement assistance
in the Eastern Caribbean and the United States - Barbados
tax treaty. As you might imagine, recent events have high-
lighted the importance of this region, and we certainly
appreciate having the benefit of your informed views on
subjects affecting the area.

It is true that the major hurdle preventing significant
foreign aid for police training is section 660 of the
Foreign Assistance Act, 22 U.S.C. § 2420, which provides
that foreign assistance funds generally may not be used
"...to provide training or advice, or provide any financial
support, for police, prisons, or other law enforcement
forces for any foreign govermment...." I am advised,
however, that there are prospects for increased aid from
other foreign sources for the Barbadian police training
center, in which we cannot, by law, participate.

Questions concerning the tax treaty are complicated by the
fact that the termination and renegotiation of the United
States - Barbados treaty is part of a much broader, compre-
hensive effort governing tax treaties of some 23 countries.
These treaties typically date from British colonial days and
involve countries not only in the Caribbean but Africa as
well, There is understandable reluctance to consider
special arrangements with respect to Barbados when any such
action could precipitate similar demands from the other
affected nations, thereby jeopardizing the entire effort to
modernize the tax treaties. In any event, I was pleased to
learn that negotiations on a new United States - Barbados
tax treaty are scheduled to convene in Washington before the
end of the year.



Once again, thank you for sharing your concerns with us.
4

Sincerely,

Fred F. Fielding
Counsel to the President

Mr. Henry A. Berliner, Jr,
Berliner & Maloney

1100 Connecticut Avenue, N.W.
Washington, D.C. 20036-4162

FFF:JGR:aea 12/5/83
becc:  FFFielding/JGRoberts/Subj/Chron



THE WHITE HOUSE

WASHINGTON

November 30, 1983

MEMORANDUM FOR FRED F., FIELDING
FROM: JOHN G. ROBERTSPAZ

SUBJECT: Henry Berliner Correspondence
Concerning Barbados

When we discussed the Henry Berliner correspondence
concerning law enforcement assistance to Barbados and the
U.S. - Barbados tax treaty, you requested that I consult
with the State Department to determine the feasibility of
pursuing these questions. The significant point about the
termination of the tax treaty is that it is part of an
across—-the-board decision to terminate all of a certain
class of tax treaties dating back to British colonial days.
Some 23 countries are involved, in the Carribean and Africa.
The decision to terminate these treaties was made and
formally announced, after consultation with Congress, over
one year ago. By the terms of the treaties the effective-
ness of the termination was delayed until January 1, 1984.
Treasury was the moving force behind the decision, arguing
that the colonial era treaties were outdated and were
facilitating tax avoidance.

There was a dispute between U.S. and Barbadian officials
over which side was responsible for the delay in commencing
negotiations on a new treaty. Those negotiations are now
scheduled to begin in Washington on December 19. Even if
the negotiations move guickly there will inevitably be a
treaty "gap" of six months to one year.

The Treaty Section of the Legal Adviser's Office at State is
reluctant to rescind the notice of termination with respect
to Barbados, because of the impact such a decision could
have on negotiations with the 22 other affected nations. If
Barbados is granted a reprieve it would be difficult to deny
one to each of the other countries that find themselves in
the same boat. And the other 22 countries are in the same
boat: no new treaties have yet been negotiated, so the
"gap" problem exists across the board. State attorneys also
expressed concern about rescinding the notice of termination
after consulting with and advising the Senate of the
decision to terminate the treaties. Treasury is opposed to
rescinding the notice of termination because it views the
"gap" problem as providing valuable leverage in the
negotiations for new treaties. At least with respect to



Barbados, however, Treasury has already agreed to make the
provisions of any new tax treaty retroactive to January 1,
1984, which should somewhat ease the "gap" problems.

With respect to police training, Mr. Berliner is correct
that section 660 of the Foreign Assistance Act, 22 U.S.C.

§ 2420, limits our efforts by providing that foreign
assistance funds generally may not be used "...to provide
training or advice, or provide any financial support, for
police, prisons, or other law enforcement forces for any
foreign government...." This whole area has of course been
rather dramatically overtaken by events. Police training is
now a critical issue, with the most significant initiative
involving increased British aid to a police training center
in Barbadosg, in which we do not (and by law cannot)
participate. Extra slots for Grenadians are promised at
this center, which it is hoped will help develop the core of
a larger and more sophisticated Grenadian police force.

Let me know what further action, if any, you want on these
matters.
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MEMORANDUM

DATE: November 2, 1983

TO: Fred Fielding

FROM: Henry Berliner and Bruce Zagaris i
RE: Developments on Regional Police Training Center

Recently, K. Scott Gudgeon, Assistant Legal Advisor Affairs,
has phoned Mr. Zagaris. Mr. Gudgeon was following up a letter
dated August 26, 1983 to Mr. Berliner from Mark Richard, Deputy
Assistant Attorney General, Criminal Division, U.S. Department of
Justice. Mr. Richard's letter stated that the Department of State
is considering a variety of initatives in this area. Accordingly,
he was forwarding our proposal to Mr. Richards.

According to Mr. Gudgeon, Section 660 of the Foreign
Assistance Act prohibits assistance to law enforcement agencies.
Because of Section 660, the Agency for International Development
(IAD) has not been responsive to law enforecement assistance
proposals in the Caribbean. Most of the efforts .in this are have
been through the Federal Bureau of Investigation. Mr. Gudgeon
stated that Chris Kriskovich, National Academy, FBI, Quantico, VA
{703) 640-6131 and 273-0700 has a copy of our proposal. An
apparent concern of some federal agencies is that the FBI is
primarily concerned with maintaining program control. This is a
problem because of the limited resources and the fact that much
training already being done by the FBI in Roosevelt Roads, Puerto
Rico. There are increasingly requests from Central American
countries for law enforcement assistant. The Department of State
heads an inter-agency legal reform group having as its projects
the following: Improving court systems; training Judges.
reinvigorating bar association; and assisting law faculties in
improving legal education.

Richard Stiener, Head of the U.S. Interpol N.C.B., Department
of Justice, has been very active in the Caribbean Working Group of
Interpol. He has extensive contacts with Caribbean law
enforcement agencies. He has been favorably disposed to providing
additional assistance to Caribbean law enforcement agencies. 1In
addition, Mr. Stiener's extensive contacts with the international
Interpol personnel, including Mr. Bossard, Secretary General of
Interpol, as well as other international Interpol executives,
should prove useful in involving the proper regional and other
non-U.S. people in any law enforcement endeavor in the Caribbean.

The idea of additional law enforcement assistance is the
Eastern Caribbean gains additional significance in the aftermath
of recent Grenada developments.
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November 2, 1983

HAND DELIVERED

The Honorable Fred Fielding
Counsel to the President
The White House

Washington, D.C. 20500

Dear Fred:

Enclosed please find our memorandum entitled,
"U.S.~Barbados Tax Treaty."

Also enclosed is a corrected copy of the update
on recent developments with the regional police
training center which you received at our meeting
today.

If you have any gquestions, please feel free to
contact me.

Sincerely,

>ﬁenry A. Berliner, Jr.

- HAB/pg
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COUNSEL

RUFUS KING
PATRICK . GRIFFIN, JR. MEMORANDUM
TO: The Honorable Fred Fielding

Counsel to the President

FROM: Henry A. Berliner, Jr. & /dj@
Bruce Zagaris T;Z’

DATE: November 2, 1983

SUBJECT: U.S.-Barbados Tax Treaty

I. BENEFITS TO BARBADOS OF CURRENT TREATY

A. U.S. corporations in Barbados pay reduced withholding tax
on dividends and royalties. The tax treaty also provides a procedure
for resolving any double tax issues which may involve U.S. persons
investing in Barbados.

B. International business corporations and offshore banks use
the treaty to invest in the U.S. Barbados derives revenue from these
investments, and it provides employment to the highly-educated, but
unemployed sector of its labor force.

C. The development of Barbados as a management center for
multinationals has been an economic priority for the Adams Administra-
tion and the Government wants to develop this sector. Currently,
approximately 20 international business companies and at least two
major multinational banks get benefits from the U.S. treaty.

II. LOSS TO BARBADOS FROM CANCELLATION OF THE EXISTING TREATY

A.  Barbados would lose the above benefits.

B. The perception in Barbados, the region, and the interna-
tional community of the ability of the Adams Administration to
maintain an economic connection with the U.S. would be weakened.

C. The Barbados Government's attempt to develop its economy

and attract foreign exchange would be weakened and invite undesirable
alternative funding sources.



BERLINER & MALONEY Page Two

I1I. GOALS OF BARBADOS FOR A NEW TREATY

A. U.S. withdraw its announcement terminating the existing
treaty on January 1, 1984, pending the negotiation of a new treaty.

B. PFacilitate investment by and confidence of foreign per-
sons in Barbados through use of a new tax treaty.

C. Afford U.S. investors tax sparing or investment credits,
along the lines of the initial CBI bill and the tax treaties between
LDCs and Canada, West Germany, Japan, Scandinavian countries, France
and most industrialized nations.

IV. CONSEQUENCES TO U.S. OF TERMINATION OF EXISTING TREATY
1. The loss of the existing exchange of information.

2. Reduced U.S. private investment in the Caribbean country
most friendly to the U.S.

3. Future law enforcement efforts by the U.S. in Barbados
and the Caribbean will become less efficient and loss of exchange of
information and cooperation in law enforcement may provide an opening
for organized crime to use Barbados.

4. The Adams Administration will suffer an economic and
political setback and be more vulnerable to leftist opponents and
will facilitate use of Barbados by U.S. business competitors econo-
mically and the Soviet-Cuban bloc politically.

V. SUMMARY
Since the U.S. wants to maintain exchange of information and
strengthen law enforcement efforts with Barbados as well as facilitate

U.S. private investment in the Caribbean, it will accomplish these
goals by maintaining the existing treaty.

BZ/pag
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PATRICK J. GRIFFIN JR. December 7, 1983

HAND DELIVERED

The Honorable Fred Fielding
General Counsel to the President
The White House

Washington, D.C. 20500

Dear Fred:

Encleosed please find:

1. Draft letter for the President to be part of the
1983 Annual Report of the Pennsylvania Avenue
Development Corporation. A copy of 1982°'s Annual
Report is enclosed.

2. Memorandum discussing treatment given Barbados and
the Netherlands Antilles regarding U.S. tax
convention.

If you have any questions, please don't hesitate to

contact me.
_ Sincerely j
Q‘Vﬂ/ 'p //[}
Sy B SN
i

Henry A. Berliner, Jr.
HAB/pg

Enclosures



DRAFT ~ PRESIDENTIAL LETTER FOR 1983 ANNUAL REPORT OF
PENNSYLVANIA AVENUE DEVELOPMENT CORPCRATION

Date
Dear Mr. Chairman:

PENNSYLVANIA AVENUE OCCUPIES A SPECIAL PLACE IN OUR NATION'S
HISTORY. IT I8 THE LINK BETWEEN THE UNITED STATES CAPITOL AND THE
WHITE HOQUSE; THE SITE FOR MANY OF OUR GREAT GOVERNMENTAL BUILDINGS:
AND IS THE INAUGURAL ROUTE OF PRESIDENTS.

RENCVATION OF THE WILLARD HOTEL; REOPENING OF THE NATIONAL
THEATER; THE NATIONAL PLACE COMPLEX INCLUDING A MAJOR HOTEL; THE
PAVILION AT THE OLD POST OFFICE; A MULTITUDE OF SPECIALTY SHOPS,
BOUTIQUES AND RESTAURANTS AND OVER A MILLION SQUARE FEET OF OFFICE
AND RETAIL SPACE; TOGETHER WITH THE PARKS, STREETS, LIGHTING AND
PUBLIC IMPROVEMENTS, HAVE REVITALIZED THIS PORTION OF THE CITY.

I AM ESPECIALLY PROUD THAT THE $100 MILLION REPRESENTING THE
U.S. TAXPAYERS®' INVESTMENT IN LAND ACQUISITION, WILL BE RETURNED TO
THE FEDERAL TREASURY, INCLUDING CARRYING CHARGES, BY THE YEAR 2008
AND WILL HAVE GENERATED PRIVATE SECTOR INVESTMENT OF $1.3 BILLION.
THROUGH THE WORK Of THE PENNSYLVANIA AVENUE DEVELOPMENT CORPORA-
TION, THIS HISTORIC BCULEVARD HAS BECOME A SYMBOL OF WHAT PRIVATE
ENTERPRISE AND GOVERNMENT CAN ACHIEVE WHEN WORKING TOGETHER IN
PARTNERSHIP. AMERICANS WHO VISIT OUR NATION'S CAPITAL, AS WELL AS
THOSE LIKE MYSELF WHO LIVE AND WORK HERE, HAVE REASON TO BE PROUD OF
OUR NATION'S MAIN STREET.

Sincerely,
The Honorable Henry A. Berliner, Jr.
Chairman, Pennsylvania Avenue Development

Corporation
Washington, D.C. 20007



g

December 7, 1983

MEMORANDUM:  COMPARISON OF U.S. TAX CONVENTION NEGOTIATIONS
BETWEEN BARBADOS AND THE NETHERLANDS ANTILLES (N.A.)

1. Termination of Treaty and New Treaty Negotiation

After announcing the termination of the tax convention with
Barbados and the other United Kingdom extensions on June 29, 1983,
the Dept. of State and Treasury have stated that the U.S. will not
withdraw the Barbados notice of termination, which becomes effective
January 1, 1984. Barbados is to begin negotiation of a new treaty in
Washington, D.C. December 19-21. Prime Minister Adams has taken a
personal interest in the tax convention (Ministry of Finance is in
his portfolio), and has expressed his irritation at the "hostile™ and
"extremely discriminatory®™ U.S. action (See attached newspaper
article dated Nov. 10, 19%83).

2. ‘Status of Netherlands Antilles Treaty

Although Treasury has stated that it does not support the N.A.
tax treaty, it has not cancelled it. During recent Congressional
hearings,+ Subcommittee Chairman Doug Barnard, Jr. stated that
serious efforts to revise the existing treaty only began in early
1981 and that the pace of the negotiations d4id not appear to be
commensurate with the seriousness of the tax evasion problemn.
(Hearings, pp. 1-2). There is still no new N.A. treaty.

3. Withdrawal of Barbados Termination

Some U.S. Government officials have raised technical objections
to withdrawal of notice of termination, however, our research
reflects many precedents for withdrawal of the notice under public
international and U.S. law, including a memorandum from State's Legal
Adviser.

4. Barbados Position

Although Treasury may state that N.A. should be treated
differently because it is (a) required for Eurodollar lending by U.S.
corporations and (b) more time is needed concerning the N.A.
confidentiality problem (e.g., bank secrecy and bearer shares),
Barbados is only asking that the U.S. accord it the same deference
accorded treaty partners (e.g., N.A.): to continue the existing
treaty during the pendency of negotiations of a new treaty.

1. See hearings entitled "Tax Evasion through the Netherlands
Antilles and Other Tax Haven Countries,"before a Subcommittee of the
Committee on Government Operations, House of Rep., 9%8th Congr., 1lst
Sess., April 12 and 13, 1983. John E. Chapecton, Ass't Secty for Tax
Policy, Treasury, testified that the existing N.A. treaty is subject
to abuse. (p. 262}%.
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THE WHITE HOUSE

WASHINGTON

December 13, 1983

MEMORANDUM FOR FRED F. FIELDING
FROM:  JOEN G. ROBERTSQZK

SUBJECT: Berliner Correspondence Concerning

After reviewing Mr. Berliner's further correspondence of
December 7, I calleé the State Department to obtain the
facts on the apparent special treatment of the Netherlands
Antilles. Assistant Legal Adviser for Treaty Affairs Robert
E. Dalton advised me that the Netherlands Antilles was
treated differently than the 23 terminated countries because
it was not a country but an integral component of the Dutch
realm, and our tax treaty with the Netherlands Antilles
could not be terminated without affecting relations with the
Netherlands itself., Subseguent research demonstrated this
explanation to be palpably false. On June 30, 1982, we
easily terminated our tax treatv with the British Virgin
Islands by advising the British that the extension of our
treaty with them to the Islands was terminated. On
reflection Dalton conceded the same process could be applied
to the Netherlands Antilles.

Yielding all hope of obtaining accurate information on this
matter from State, T contacted the Treasury officials
actually handling the tax treaty negotiations with the
Netherlands Antilles and the 23 terminated countries
{including Barbados). They advised that they would have
terminated the Netherlands Antilles treaty with glee, but
for the fact that the treaty provides the only mechanism for
American firms to raise capital in the Eurobond market.
Access to the Eurobond market through the Netherlands
Antilles accounts for some $25 billion in capital raised by
American corporations. The tax treaty with the Netherlands
Antilles establishes the mechanisms for the functioning of
this capital market. Terminating the tax treaty to end tax
haven abuse, as done with the 23 countries, would have the
deleterious conseguence of completely shutting off this
vital source of capital. The problem is not present with
the 23 terminated countries.

The Treasury officials also noted that they were very close
to concluding a new treaty with the Netherlands Antilles,
possibly even before the end of the year. (This should not



be made public.) There is thus no need for the leverage of
a treaty "gap" to encourage serious negotiations, as they
feel to be true with respect to the 23 terminated countries.

With respect to our response, the Treasury officials
recommended stressing our government's keen desire to
conclude a new treaty as soon as possible, and our already
expressed willingness to make the provisions of a new treaty
retroactive to January 1, 1984, the termination date.

A revised response to Berliner is attached.

Attachment



THE WHITE HOUSE

WESHINGTON

Thank vou for vour memoranda on law enforcement assistance
in the Ezstern Caribbean and the United States - Barbados
tex¥ treaty. . you might imagine, recent events have high-
lighted the importance of thies region, and we certainly
eappreciate having the benefit of your informed views on
subjects affectinc the areza.

It is true th the major hurdle preventing significant

=t at
foreign aic¢ for police training is section 660 of the
Foreign Assistance Act, 22 U.S5.C. § 2420, which provides
that foreign assistance funds generally may not be used
¥...to provide training or advice, or provide any financial
support, for police, prisons, or other law enforcement
forces for any foreign government...." I am advised,
however, that there are prospects for increased aid from
other foreign sources for the Barbadian police training
center, in which we cannot, by law, participate.

Questions concerning the tax treaty are complicated by the
fact that the termination and renegotiation of the United
States - Barbados treaty is part of a much broader, compre-
hensive effort governing tax treaties of some 23 countries.
These treaties typically date from British colonial days and
involve countries not only in the Caribbean but Africa as
well. There is understandable reluctance to consider
special arrangements with respect to Barbados when any such
action could precipitate similar demands from the other
affected nations, thereby jeopardizing the entire effort to
modernize the tax treaties,

It is true, as you noted in your memorandum of December 7,
that our tax treaty with the Netherlands Antilles has not
been terminated. This certainly does not reflect greater
deference on our part to the interests of the Netherlands
Antilles than to those of Barbados or the 22 other
terminated countries. The decision not to terminate the
Netherlands Antilles tax treaty was based on the unigue
factual circumstances of the financial markets in the
Netherlands Antilles. As you know, the situation in the
Netherlands Antilles is gquite different from that prevailing
in the 23 countries whose treaties have been terminated.



Largely beczsuse of the important Furcbond market in the
Netherlands Antilies, and the significance of the tax treaty
to the functioning of that market, the cuestion of termin-
ting that treaty raises concerns that are not present with
respect to the other countries. Our recognition of these
concerns should in no sense be construed as favoring one
country over another,

In anv event, I was pleased to learn that negotiations with
Barbados on & new tax treaty are scheduled tec commence in
Wazshington before the end of this vear. I know that the
Unitecd States Government is anxious to see the negotiations
come to & successful conclusion as soon as pecssible, I also
understand that the Treasurv Department has expressed a
willingness to make the new treaty retrocactive to the
termination date, 3if the new treaty can be concluded next
vear., This should help azlleviate some of the difficulties
associated with & gap in treaty coveraoce.

again, thank vou for sharing your concerns with us.

g
9
®

Sincerely,

Fred F. Fielding
Counsel to the President

Mr. Henry A. Berliner, Jr.
Berliner & Maloney

1100 Connecticut Avenue, N.W.
Washington, D.C. 20036-4162

FFF:JGR:raea 12/13/83
bcec: FFFielding/JGRoberts/Subj/Chron



THE WHITE HOUSE

WASHINGTONK

September 30, 1985

MEMORANDUM FOR RICHARD A, HAUSER

FROM: JOHN G. ROBERTW

SUBJECT: Barbados-United States Tax Treaty

I understand that Mr. Fielding has asked you to return a
telephone call on this subject. Attached for your back-
ground is my memorandum of December 13, 1983, for Mr.
Fielding, concerning this firm's first approach to this
office on this subject, and the response Mr. Fielding
signed., At that time the U.S. Government had terminated a
tax treaty with Barbados {(and 22 other Caribbean countries)
as a prelude to negotiating new cnes. The new treaty has
now been concluded and is awaiting ratification; there has
already been a hearing before the Senate Foreign Relations
Committee.

Zagaris's concern is that some on the Hill are contending
ratification should await passage of the new tax bill, while
Zagaris's client, the Barbados Government, wants prompt
ratification. According to Treasury, the Administration is
also clearly committed to prompt ratification, and is

opposed to any delay pending the tax bill. Apparently the
Foreign Relations Committee is waiting for letters from
Rostenkowski's committee (House Ways and Means) and Packwood's
committee (Senate Finance) before voting out the treaty.

You can tell Zagaris that the Administration fully agrees
with his position: we want prompt ratification, and do not
think ratification should be held up for the tax bill.
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COUNSEL
RUFUS KING September 17, 1985

y

Delivery by Hand

Fred Fielding, Esq.
Office of the President
¥White House

Washington. D.C.

Re: Barbados~United States Tax Treaty

Dear Fred:

As you may recall, my partner Henry A. Berliner, Jr. and 1
visited with you on behalf of the Government of Barbados in
November, 1983 concerning the precipitous cancellation of the
Barbados-U.S. tax treaty. Upon the representation from
Administration officials, including Secretary of State George
P. Shultz that, if renegotiated, the treaty would be ratified
at an early date. the Barbados Government negotiated and
concluded both a double tax agreement and the only exchange of
information agreement the U.S. has concluded with a Caribbean
country.

A hearing on all pending tax treaties was held by the
Senate Foreign Relations Committee on Tuesday, July 30, 1985.
According to Joint Committee on Taxation and the Treasury
Technical Explanation of the Barbados-U.S. tax treaty, there
exists no substantive barriers to ratification. However, there
is apparently a feeling by some members in Congress (e.g.,
Senate Finance Committee) that the final ratification vote
should await the President's Tax Proposal.

Early ratification of the tax treaty is a high priority
issue by the Barbados Government. The Barbados Government,
which has made close relations with the U.S. a key part of its
foreign policy. is now engaged in electoral campaigns. Early
ratification of the tax treaty would show that its policy of
close relations with the United States Government has succeeded
and will aid in attracting foreign investors in Barbados (e.g..
for CBI purposes).



BERLINER & MALONEY

Zagaris letter dated Sept. 16, 1985 to Fielding, p. 2

We would be grateful if you or someone from your staff
could take approximately ten minutes to discuss this matter
with me.

With personal regards,
2 /ﬂ /

Ea

Bruce Zagaris

cc:  Amb. Peter D. Laurie

i



THE WHITE HOUSE

WASHINGTON

April 3, 1986

MEMORANDUM FOR DIANNA G. HOLLAND

FROM: JOHN G. ROBERTW

SUBJECT: Berliner Correspondence Concerning Barbados

No further action necessary. Mr. Fielding reconsidered his
decision to raise the difficulties we encountered in obtaining

accurate information from the Legal Adviser's office with Dave
Robinson.



THE WHITE HOUSE

WASHINGTON

December 13, 1983

MEMORANDUM FOR FRED F. FIELDING
FROM: JOHN G. ROBERTSQZK

SUBJECT: Berliner Correspondence Concerning Barbados -

pb b
After reviewing Mr. Berliner's further correspondence of o %~
December 7, I called the State Department to obtain the Ao
facts on the apparent special treatment of the Netherlands | ¥~ e
Antilles. Assistant Legal Adviser for Treaty Affairs Robert\qruk
E. Dalton advised me that the Netherlands Antilles was
treated differently than the 23 terminated countries because wgr*g¢
it was not a country but an integral component of the Dutch
realm, and our tax treaty with the Netherlands Antilles
could not be terminated without affecting relations with the
Netherlands itself. Subsequent research demonstrated this
explanation to be palpably false. On June 30, 1982, we
easily terminated our tax treaty with the British Virgin
Islands by advising the British that the extension of our
treaty with them to the Islands was terminated. On
reflection Dalton conceded the same process could be applied
to the Netherlands Antilles.

Yielding all hope of obtaining accurate information on thigas~* 4mB:TF
)

matter from State, I contacted the Treasury officials
actually handling the tax treaty negotiations with the
Netherlands Antilles and the 23 terminated countries
(including Barbados). They advised that they would have
terminated the Netherlands Antilles treaty with glee, but ,
for the fact that the treaty provides the only mechanism fozyﬂ).ﬁf |
American firms to raise capital in the Eurobond market. }v)nﬁ“’!;’r‘
Access to the Eurobond market through the Netherlands Q&~J
Antilles accounts for some $25 billion in capital raised by, o~
American corporations. The tax treaty with the Netherlands
Antilles establishes the mechanisms for the functioning of Ao -
this capital market. Terminating the tax treaty to end tax BKLﬂfs
haven abuse, as done with the 23 countries, would have the
deleterious consequence of completely shutting off this

vital source of capital. The problem is not present with

the 23 terminated countries.

The Treasury officials also noted that they were very close
to concluding a new treaty with the Netherlands Antilles,
possibly even before the end of the year. (This should not



be made public.) There is thus no need for the leverage of
a treaty "gap" to encourage serious negotiations, as they
feel to be true with respect to the 23 terminated countries.

With respect to our response, the Treasury officials
recommended stressing our government's keen desire to
conclude a new treaty as soon as possible, and our already
expressed willingness to make the provisions of a new treaty
retroactive to January 1, 1984, the termination date.

A revised response to Berliner is attached.

Attachment



THE WRITE HOUSE

WEASHFINGCTON

December 13, 19€2
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Thenk vou feor vour memoranda on law eniorcement assistance
ir the ELgetern Caribbeern ané the Unitec States - Barbaacs
te» treatv. Rks vou might imegine, recent events have high-
lichted the importance of thies recgion, anc we certzinlv
eppreciate hevinc the benefit c¢f vour informedé views on
suphects zffectinc the arez.

I+ Zg truve that the maijor hurdle preventinc significant
foreion aic for police traininag is section €6C of the
Foreign Assistance Act, 22 U.S.C. § 2420, which providges
that foreign assistance funds generally may not be usec
"...to provide training or advice, or provide any financial
support, for police, prisons, or other law enforcement
forces for any foreign government...." 1 am advised,
however, that there are prospects for increased aid from
other foreign sources for the Barbadian police training
center, in which we cannot, by law, participate.

Questions concerning the tax treaty are complicated by the
fact that the termination and renegotiation of the United
States - Barbados treaty is part of a much broader, compre-
hensive effort governing tax treaties of some 23 countries.
These treaties typically date from British colonial days and
involve countries not only in the Caribbean but Africa as
well. There is understandable reluctance to consider
special arrangements with respect to Barbados when any such
action could precipitate similar demands from the other
affected nations, thereby jeopardizing the entire effort to
modernize the tax treaties.

It is true, as you mnoted in your memorandum of December 7,
that our tax treatv with the Netherlands Antilles has not
been terminated. This certainly does not reflect greater
deference on our part to the interests of the Netherlands
Antilles than to those of Barbados or the 22 other
terminated countries. The decision not to terminate the
Netherlands Antilles tax treaty was based on the unigue
factual circumstances of:the financial markets in the
Netherlands Antilles. As you know, the situation in the
Netherlands Antilles is quite different from that prevailing
in the 23 countries whose treaties have been terminated.



Largely becevse of the imp
Netherlanée Zntillecz, &nd ignificance of the tax treaty
to the functioninc of that market, the cuestion of termin-
tinc thet treatv raises concerns that are not present with
respecCt tc the other countries. Our recognition of these
concerns shovld in nc sense be constrved as favoring omne
country over another.
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In any event, I was pleased tc learn that necgotiations with
Barbados on & new ta&x treaty are scheduled to commence in
Wezshincton before the end of thic vear. I know that the
Unitec Steztes Government 1s anxious tc see the necotiations
& svccessful conclusion as soon as possible. I &lso
¢ that the Treesurv Department has exprecsec &

s to make the new treatv retrosctive to the

T if the new itreatyv can be concluéedé next

i ' ip elleviate some of the difficulties
eC with & gap in treaty coverage.
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Once scair, thank vou for sharinc vour concerns with us.

Sincerely,

Orig. signed by FFF
Fred F. Fielding
Counsel to the President

Mr. Henry A. Berliner, Jr.
Berliner & Maloney

1100 Connecticut Avenue, N.W.
Washington, D.C. 20036-4162

FFF:JGR:aea 12/13/83
bce: FFFielding/JGRoberts/Subj/Chron
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WASHINGTON ;Mifp\

December 5, 1983

MEMORANDUM FOR FRED F. FIELDING
FROM: JOHN G. ROBERTSGEL

SUBJECT: Henry Berliner Correspondence
Concerning Barbados

Attached, as you requested, is a draft response to Mr.
Berliner's two memoranda. My memorandum of November 30
discussed the substance of those memoranda.

Attachment



THE WHITE HOUSE

WASHINGTON

December 5, 1983

‘Dear Henry:

Thank vou for your memoranda on law enforcement assistance
in the Eastern Caribbean and the United States - Barbados
tax treaty. As you might imagine, recent events have high-
lighted the importance of this region, and we certainly
appreciate having the benefit of your informed views on
subjects affecting the area.

It is true that the major hurdle preventing significant
foreign aid for police training is section 660 of the
Foreign Assistance Act, 22 U.S.C. § 2420, which provides
that foreign assistance funds generally may not be used
"...to provide training or advice, or provide any financial
support, for police, prisons, or other law enforcement
forces for any foreign government...." I am advised,
however, that there are prospects for increased aid from
other foreign sources for the Barbadian police training
center, in which we cannot, by law, participate.

Questions concerning the tax treaty are complicated by the
fact that the termination and renegotiation of the United
States - Barbados treaty is part of a much broader, compre-
hensive effort governing tax treaties of some 23 countries.
These treaties typically date from British colonial days and
involve countries not only in the Caribbean but Africa as
well. There is understandable reluctance to consider
special arrangements with respect to Barbados when any such
action could precipitate similar demands from the other
affected nations, thereby jeopardizing the entire effort to
modernize the tax treaties. In any event, I was pleased to
learn that negotiations on a new United States - Barbados
tax treaty are scheduled to convene in Washington before the
end of the year.



Once again, thank you for sharing your concerns with us.

Sincerely,

Fred F. Fielding
Counsel to the President

Mr. Henry A. Berliner, Jr.
Berliner & Maloney

1100 Connecticut Avenue, N.W.
Washington, D.C. 20036~4162



THE WHITE HOUSE
WASHINGTON Sﬁﬁjﬁ;yf &y_
November 30, 1983 L D}JV/”//
| -
MEMORANDUM FOR FRED F. FIELDING o

FROM: JOHN G. ROBERTSPZAK

SUBJECT: Henry Berliner Correspondence
Concerning Barbados

When we discussed the Henry Berliner correspondence
concerning law enforcement assistance to Barbados and the
U.S. - Barbados tax treaty, you reguested that I consult
with the State Department to determine the feasibilitv of
pursuing these guestions. The significant point about the
termination of the tax treaty is that it is part of an
across—-the-board decision to terminate all of a certain
class of tax treaties dating back to British colonial days.
Some 23 countries are involved, in the Carribean and Africa.
The decision to terminate these treaties was made and
formally announced, after consultation with Congress, over
one year ago. By the terms of the treaties the effective-
ness of the termination was delayed until January 1, 1984,
Treasury was the moving force behind the decision, arguing
that the colonial era treaties were outdated and were
facilitating tax avoidance.

There was a dispute between U.S. and Barbadian officials
over which side was responsible for the delay in commencing
negotiations on a new treaty. Those negotiations are now
scheduled to begin in Washington on December 19. Even if
the negotiations move quickly there will inevitably be a
treaty "gap" of six months to one year.

The Treaty Section of the Legal Adviser's Office at State is
reluctant to rescind the notice of termination with respect
to Barbados, because of the impact such a decision could
have on negotiations with the 22 other affected nations. If
Barbados is granted a reprieve it wouldibe difficult to deny
one to each of the other countries that find themselves in
the same boat. And the other 22 countries are in the same
boat: no new treaties have yet been negotiated, so the
"gap" problem exists across the board. State attorneys also
expressed concern about rescinding the notice of termination
after consulting with and advising the Senate of the
decision to terminate the treaties. Treasury is opposed to
rescinding the notice of termination because it views the
"gap" problem as providing valuable leverage in the
negotiations for new treaties. At least with respect to

M
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Barbados, however, Treasury has already agreed to make the
provisions of any new tax treaty retroactive to January 1,
1984, which should somewhat ease the "gap" problems.

With respect to police training, Mr., Berliner is correct
that section 660 of the Foreign Assistance Act, 22 U.S.C.

§ 2420, limits our efforts by providing that *foreign
assistance funds generally may not be used "...to provide
training or advice, or provide any financial support, for
police, prisons, or other law enforcement forces for any
foreign government...."« This whole area has of course been
rather dramatically overtaken by events., Police training is
now a critical issue, with the most significant initiative
involving increased British aid to a police training center
in Barbados, in which we do not {and by law cannot)
participate. Extra slots for Grenadians are promised at
this center, which it is hoped will help develop the core of
a larger and more sophisticated Grenadian police force.

Let me know what further action, if any, you want on these
matters.






MEMORANDUM

DATE: November 2, 1983
TO: _ Fred Fielding
§ 8203164
FROM: Henry Berliner and Bruce 2Zagaris -
RE: Developments on Regional Police Training Center

Recently. K. Scott Gudgeon, Assistant Legal Advisor Affairs,
has phoned Mr. Zagaris. Mr. Gudgeon was following up a letter
dated August 26, 1983 to Mr. Berliner from Mark Richard, Deputy
Assistant Attorney General, Criminal Division, U.S. Department of
Justice. Mr. Richard's letter stated that the Department of State
is considering a variety of initatives in this area. Accordingly,
he was forwarding our proposal to Mr. Richards.

. Aeccording to Mr. Gudgeon, Section 660 of the Foreign
Assistance Act prohibits assistance to law enforcement agencies.
Because of Section 660, the Agency for International Development
(IAD) has not been responsive to law enforecement assistance
proposals in the Caribbean. Most of the efforts .in this are have
been through the Federal Bureau of Investigation. Mr. Gudgeon
stated that Chris Kriskovich, National Academy, FBI, Quantico, VA
(703) 640-6131 and 273-0700 has a copy of our proposal. An
apparent concern of some federal agencies is that the FBI is
primarily concerned with maintaining program control. This is a
problem because of the limited resources and the fact that much
training already being done by the FBI in Roosevelt Roads, Puerto
Rico. There are increasingly requests from Central American
countries for law enforcement assistant. The Department of State
heads an inter-agency legal reform group having as its projects
the following: Improving court systems; training judges;
reinvigorating bar association; and assisting law faculties in
improving legal education.

Richard Stiener, Head of the U.S. Interpol N.C.B., Department
of Justice, has been very active in the Caribbean Working Group of
Interpol. He has extensive contacts with Caribbean law
enforcement agencies. He has been favorably disposed to providing
additional assistance to Caribbean law enforcement agencies. 1In
addition, Mr. Stiener's extensive contacts with the intermational
Interpol personnel, including Mr. Bossard, Secretary General of
Interpol, as well as other international Interpol executives,
should prove useful in involving the proper regional and other
non-U.S. people in any law enforcement endeavor in the Caribbean.

The idea of additional law enforcement assistance is the
Eastern Caribbean gains additional significance in the aftermath
of recent Grenada developments.



HENRY A BERLINER, JR.
BARRY C. MALONEY
NEAL E. KRUCOFF
LEONARD S. HOMA
WAYNE H, RUSCH
BRUCE ZAGARIS

RUFUS KING, 1!

F. PAUL MALOOF
RICHARD J, KENNEDY
KATHLEEN 5. RICE

COUNSEL

RUFUS KING
PATRICK . GRIFFIN, JR.

LAW OFFICES
BERLINER & MALONEY
100 CONNECTICUT AVENUE, N. W.

WASHINGTON, D. C. 20036-4162
202) 2931414

November 2, 1983

HAND DELIVERED

The Honorable Fred Fielding
Counsel to the President
The White House

Washington, D.C. 20500

Dear Fred:

Enclosed please find our memorandum entitled,
"U.S.~-Barbados Tax Treaty."

Also enclosed is a corrected copy of the update
on recent developments with the regional police
training center which you received at our meeting
today.

If you have any questions, please feel free to
contact me.

Sincerely.,
zﬁinry A. Berliner, Jr.

4

HAB/pg

CABLE ADDRESS:
BERMAR

TELECOPIER:
202) 28.3-14i%

TELEX:
G44832
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COUNSEL
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TO: The Honorable Fred Fielding

Counsel to the President

FROM: Henry A. Berliner, Jr. & /076
Bruce Zagaris Eng

DATE: November 2, 1983

SUBJECT: U.S.-Barbados Tax Treaty

I.  BENEFITS TO BARBADOS OF CURRENT TREATY

A. U.S. corporations in Barbados pay reduced withholding tax
on dividends and royalties. The tax treaty also provides a procedure
for resolving any double tax issues which may involve U.S. persons
investing in Barbados.

B. 1International business corporations and offshore banks use
the treaty to invest in the U.S. Barbados derives revenue from these
investments, and it provides employment to the highly-educated, but
unemployed sector of its labor force.

C. The development of Barbados as a management center for
multinationals has been an economic priority for the Adams Administra-
tion and the Government wants to develop this sector. Currently,
-approximately 20 international business companies and at least two
major multinational banks get benefits from the U.S. treaty.

II. LOSS TO BARBADOS FROM CANCELLATION OF THE EXISTING TREATY

A. Barbados would lose the above Benefits.

B. The perception in Barbados, the region, and the interna-
tional community of the ability of the Adams Administration to
maintain an economic connection with the U.S. would be weakened.

C. The Barbados Government's attempt to develop its economy

and attract foreign exchange would be weakened and invite undesirable
alternative funding sources.



BERLINER & MALONEY Page Two

III. GOALS OF BARBADOS FOR A NEW TREATY

A. U.S. withdraw its announcement terminating the existing
treaty on January 1, 1984, pending the negotiation of a new treaty.

B. Facilitate investment by and confidence of foreign per-
sons in Barbados through use of a new tax treaty.

C. Afford U.S. investors tax sparing or investment credits,
along the lines of the initial CBI bill and the tax treaties between
LDCs and Canada, West Germany, Japan, Scandinavian countries, France
and most industrialized nations.

IV. "CONSEQUENCES TO U.S. OF TERMINATION OF EXISTING TREATY
1. The loss of the existing exchange of information.

2. Reduced U.S5. private investment in the Caribbean country
most friendly to the U.S.

3. Future law enforcement efforts by the U.S. in Barbados
and the Caribbean will become less efficient and loss of exchange of
information and cooperation in law enforcement may provide an opening
for organized crime to use Barbados.

4. The Adams Administration will suffer an economic and
political setback and be more vulnerable to leftist opponents and
will facilitate use of Barbados by U.S. business competitors econo-
mically and the Soviet-Cuban bloc politically.

; V. SUMMARY
Since the U.S. wants to maintain exchange of information and
.B8trengthen law enforcement efforts with Barbados as well as facilitate

U.S. private investment in the Caribbean, it will accomplish these
goals by maintaining the existing treaty.

BZ/pag






HENRY A. BERLINER. JR.

BARRY C. MALONEY
NEAL E. KRUCOFF
LEONARD S. HOMA
WAYNE H. RUSCH
BRUCE ZAGARIS
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F. PAUL MALOOF
RICHARD J. KENNEDY
KATHLEEN S. RICE

COUNSEL
RUFUS KING

PATRICK J. GRIFFIN, JR.

LAW OFFICES

BERLINER & MALONEY

HOO CONNECTICUT AVENUE, N. W.
WASHINGTON, D. C. 20036-4i62
T {202) 293-i414

December 7, 1983

HAND DELIVERED

The Honorable Fred Fielding

General
The Whit

Counsel to the President
e House

Washington, D.C. 20500

Dear Fred:

Enclosed please find:

1.

CABLE ADDRESS:
BERMAR

TELECOPIER:
202 2931419

TELEX:
Sa4432

et
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Draft letter for the President to be part of the
1983 Annual Report of the Pennsylvania Avenue
Development Corporation. A copy of 1982°'s Annual

Report is enclosed.

Memorandum discussing treatment given Barbados and
the Netherlands Antilles regarding U.S. tax

convention.

If you have any questions, please don't hesitate to

contact

HAB/pg

me.

Sincerely,

g

Henry A. Berliner, Jr.

¢

Enclosures
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DRAFT - PRESIDENTIAL LETTER FOR 1983 ANNUAL REPORT OF
PENNSYLVANIA AVENUE DEVELOPMENT CORPORATION

Date
Dear Mr. Chairman:

PENNSYLVANIA AVENUE OCCUPIES A SPECIAL PLACE IN OUR NATION'S
HISTORY. IT IS THE LINK BETWEEN THE UNITED STATES CAPITOL AND THE
WHITE HOUSE; THE SITE FOR MANY OF OUR GREAT GOVERNMENTAL BUILDINGS;
AND 1S THE INAUGURAL ROUTE OF PRESIDENTS.

RENOVATION OF THE WILLARD HOTEL: REOPENING OF THE NATIONAL
THEATER:; THE NATIONAL PLACE COMPLEX INCLUDING A MAJOR HOTEL: THE
PAVILION AT THE OLD POST OFFICE; A MULTITUDE OF SPECIALTY SHOPS,
BOUTIQUES AND RESTAURANTS AND OVER A MILLION SQUARE FEET OF OFFICE
AND RETAIL SPACE; TOGETHER WITH THE PARKS, STREETS, LIGHTING AND
PUBLIC IMPROVEMENTS, HAVE REVITALIZED THIS PORTION OF THE CITY.

I AM ESPECIALLY PROUD THAT THE $100 MILLION REPRESENTING THE
U.S. TAXPAYERS®' INVESTMENT IN LAND ACQUISITION, WILL BE RETURNED TO
THE FEDERAL TREASURY, INCLUDING CARRYING CHARGES, BY THE YEAR 2008
AND WILL HAVE GENERATED PRIVATE SECTOR INVESTMENT OF $1.3 BILLION.
THROUGH THE WORK Oé THE PENNSYLVANIA AVENUE DEVELOPMENT CORPORA-
TION, THIS HISTORIC BOULEVARD HAS BECOME A SYMBOL OF WHAT PRIVATE
ENTERPRISE AND GOVERNMENT CAN ACHIEVE WHEN WORKING TOGETHER IN
PARTNERSHIP. AMERICANS WHO VISIT OUR NATION'S CAPITAL, AS WELL AS
THOSE LIKE MYSELF WHO LIVE AND WORK HERE.fﬁAVE REASON TO BE PROUD OF
OUR NATION'S MAIN STREET.

Sincerely,

The Honorable Henry A. Berliner, Jr.

Chairman, Pennsylvania Avenue Development
Corporation

Washington, D.C. 20007



4R

December 7, 1983

MEMORANDUM: COMPARISON OF U.S. TAX CONVENTION NEGOTIATIONS
BETWEEN BARBADOS AND THE NETHERLANDS ANTILLES (N.A.)

1. Termination of Treaty and New Treaty Negotiation

After announcing the termination of the tax convention with
Barbados and the other United Kingdom extensions on June 29, 1983,
the Dept. of State and Treasury have stated that the U.S. will not
withdraw the Barbades notice of termination, which becomes effective
January 1, 1984. Barbados is to begin negotiation of a new treaty in
Washington, D.C. December 19-21. Prime Minister Adams has taken a
personal interest in the tax convention (Ministry of Finance is in
his portfolio), and has expressed his irritation at the "hostile™ and
"extremely discriminatory™ U.S. action (See attached newspaper
article dated Nov. 10, 1983).

2. Status of Netherlands Antilles Treaty

Although Treasury has stated that it does not support the N.A.
tax treat{. it has not cancelled it. During recent Congressional
hearings,+ Subcommittee Chairman Doug Barnard, Jr. stated that
serious efforts to revise the existing treaty only began in early
1981 and that the pace of the negotiations d4id not appear to be
commensurate with the seriousness of the tax evasion problem.
(Hearings, pp. 1-2). There is still no new N.A. treaty.

3. Withdrawal of Barbados Termination

Some U.S. Government officials have raised technical objections
to withdrawal of notice of termination, however, our research
reflects many precedents for withdrawal of the notice under public
international and U.S. law, including a memorandum from State's Legal
Adviser.

4. Barbados Position

Although Treasury may state that N.A. should be treated
differently because it is (a) required for Eurodollar lending by U.S.
corporations and (b) more time is needed concerning the N.A.
confidentiality problem (e.g., bank secrecy and bearer shares),
Barbados is only asking that the U.S. accdard it the same deference
accorded treaty partners (e.g., N.A.): to continue the existing
treaty during the pendency of negotiations of a new treaty.

1. See hearings entitled "Tax Evasion through the Netherlands
Antilles and Other Tax Haven Countries,“before a Subcommittee of the-
Committee on Government Operations, House of Rep., 98th Congr.., 1lst
Sess., April 12 and 13, 1983. John E. Chapoton, Ass't Secty for Tax
Policy, Treasury, testified that the existing N.A. treaty is subject
to abuse. (p. 262).



