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MEMORANDUM 

AC'PION 

1NA,U~lloN 

NATIONAL SECURITY COUNCIL 

MEMORANDUM FOR ROBERT C. McFARLANE 

FROM: TYRUS W. COBBi(v'V 

SUBJECT: Bermuda Update 

2599 

Max Friedersdorf has arranged for Premier John Swan of Bermuda to 
pay a courtesy call on the President at 4:3 0 p.m. on Thursday, 
April 4. Swan will be in Washington meeting with senior officials 
at Treasury and State, and with key Congressmen. 

Premier Swan's visit comes at a time when the prospects for 
securing the Convention Tax Benefit for Bermuda have greatly 
improved, because: 

Don Regan has moved over to the White House. 

Treasury Assistant Secretary Ron Perlman is very supportive 
of this effort, and with Jim Baker and Dick Darman there, we 
should expect full Treasury support. 

Senator Packwood has been briefed by Rick Burt and Commodore 
Loftus on the national security imperatives in obtaining 
this benefit, and is very sympathetic to our recommendation. 
Rostenkowski remains noncommittal, but he has indicated that 
he is sensitive to the arguments we have made. 

Most importantly, Max Friedersdorf, who was formerly our 
Consul General in Bermuda, has a strong personal interest in 
securing this benefit. 

Perlman is taking the lead in exploring with House Ways and Means 
staffers options for securing the Convention Tax Benefit for 
Bermuda by way of a technical amendment. If we are successful, 
this would obviate the necessity of seeking to place Bermuda in 
the CBI package or securing special legislation, both of which 
would be difficult to achieve. The technical amendment would 
lessen the information requirements for Bermuda, but would 
require sufficient data that a precedent would not be set for 
other countries. 

Swan will be here from Wednesday to Friday, and, in addition to 
the President, will meet with the Vice President, Jim Baker, Rick 
Burt, Congressman Rostenkowski, Senator Packwood, and Max 
Friedersdorf. 
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TO: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

March 27, 1985 

FRED RYAN 

MAX FRIEDERSDORF )))+ • 
Meeting with the Premier 

of Bermuda 

Pursuant to our conversation, this is to_ request 5 minutes 
of the President's schedule during Admin_. '!'imes on Thursday, 
April 4th at 4:30 p.m. The Premier of :e__ermuda, John Swann, 
will be in Washington April 3-5 on gove~.nment business 
meeting with top officials at the Treasury and State 
Departments. The President has met th~- Premier before 
and the purpose of the visit on April 4th will merely 
be a courtesy call, no substance. 

Many thanks for your assistance. 

bee: ~ MeFarlane 
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THE WHITE HOUSE 

WASHINGTON 
PY CtJC/f 

August 10, 1984 

Dear Jackie and John, 

As Rick and I wing our way back home, we are leaving 
Bermuda with such wonderful memories which you both 
contributed to greatly. 

We are both so appreciative of the fact that we have 
gotten to know and enjoy you so much. Our dinners at 
Four Ways and the Penthouse were the most enjoyable 
dinners we had in Bermuda. Our day of sailing and 
luncheon at Lantana will be in our thoughts for a 
long, long time. Just think, Jackie, you won't have 
to go out on the boat for another year! 

~lfltJ?-tJI 

We are -now anxiously awaiting your next visit to 
Wasni ngton, D.C. Please do let us know when ~that will 
be so that we can start assembling your many friends 
in Washington. 

Many, ~any thanks for all your kindnesses. We do 
ru y appreciate everything. 

With warmest regards, 

His Excellency 
The Premier of Bermuda 

and Mrs. Swan 
Government House 
Hamilton, Bermuda 

Sincerely, 

~ 
Gatl L. Hodges 
So ial Secretary 
to the White House 
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GERRY E. STUODS 
10 TH DISTRICT, MASSACH USETTS 

OIITfl lCT OFflCH: 

GREATER NEW BEDFORD 
POIT OFFICE BUILDING 

WASHINGTON OFFICE: 

160 1 LONGWORTH HOUSE OFFICE BUILDING 

WASHINGTON, 0 .C. 20616 

202-225-3111 Congress of tbe It niteb &,tates 
J,ouse of l\epresentatibes 
■a~bington, 1).€. 20515 

NEW BEDFORD, MASSACHUSETTS 0 2740 

817-999-1251 

COMMITTEES: 

FOREIGN AFFAIRS 

M ERCHANT M ARINE AND 
FISHERIES 

Dear Mr. Frieder s dorf: 

February 11 , 

I am enclosing a copy of a letter I have received from 
a constituent, Mr. Hugh W. Bigelow, regarding his 
brother, Albert Francis Bigelow, II. 

SOUTH SHORE 
HANOVEII COURT 

183 ROCKLAND STREET 

HANOYUI, MASSACHUSETTi 02339 
817-826-3888 

CAPE AN D ISLANDS 
146 MAIN STREn 

HYANNIS, MASSACHUS£TTS 02801 

8 17- 77 1-0888 

I would appreciate any information regarding Mr. Bigelow's 
health status, steps taken to remedy the hunger strike, 
prisoner exchange or like programs, the possibility 
of release from prison, and any recommended means of 
legal redress by the individual or members of his 
family. 

Please respond to my District Office as follows: 

1 46 Main Street 
Hyannis, MA 02601 
U.S.A. 

Thank you for your help. 

Mr. Max L. Friedersdorf, Esquire 
American Consular General 
American Consulate - Hamilton 
FPO New York 0956 0 

Enclosures 



March 6 , 1985 

Foi:- Kathy J affke 

From Nancy Kennedy 

Pls handle routine l y . 
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Governor of Bermuda 
Government House 
Hamilton, Be r muda 

Dear Governor: 

Michael Griffith 
1501 Franklin Avent 
Mineola NY .llS0l 

October 29, 1)84 

= I h ave been the American attorney for Albert Bigelow for 
approximately the past two years. During this time I have 
visited London once and Bermuda on five different occasions 
while working in tandem with the U. S. Consul General in 
attempting to promulgate Mr. Bigelow's transfer to a 
United States prison. Although the United States has agree­
ments with a number of other countries in the prisoner 
exchange area, for various rea sons we were not able to con­
clude a n agreement with Bermuda in light of the fact that 
many Uni_ted States and Commonwealth prisoners will shortly 
b e exchanged under the Council of Europe Treaty. 

I am writing this letter to make a legal and humanitarian 
appeal to you to consider an immediate parole for Mr. ffigelow 
with respect to his application for such, due to the fact th a t 
his half-time in Casemates has now approached. I have followe, 
the unfortunate history of Albert's case and I truly believe 
that he merits a parole, that is forthcoming under your laws , 
Initially the main thrust of my request is that you reinstat E~ 
credit that he should rightfully be due for time in remand 
which he served from November 6, 1979 to January 24, 1980. 
I am aware :of the fact that the retired Honorable Judge did 
not in fact give him credit for this time. As one who ha5 
represented American and British citizens in over 20 diff,~rer.,t: 
countries, I was disappointed and shocked to find out tha·::. 
.altho ugh Mr. Bigelow was incarcerated that he was not given 
jail credit. It has been my experience that almost every. 
prihon in the world gives credit for pre-trial and mand tim e 
as a prisoner is obviously denied his basic rights and 

reedoms being confined to a cell or pri son. 

Similarly, I would appeal to you for his immediate parole 
on other grounds, they being a; follows: 
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1. He has been incarcerated 59 1/2 months. 

2. His father is a 100 percent disabled veteran, 
is in a pi-ecariqus health situation and could 
conceivably not be alive when BeJjt is ' free. 

3. Bert has not been offered either woi;k release 
or accesses to the prison farm while most other 
Bermudian prisoners have these opportunities. 

4 . I am advised that Bert has a job waiting at 
John Keller· Productions in Los Angeles, · C~lifornia 
upon his release~ 

5. While in Casemates, ·Bert has been active in the 
following prison activities to help himself and 
o ther fellow inmates: 

a) He took courses in Small Business 
Administ ration, navigation and sculpture . 

. fi bl He assisted indugent inmates, was the 
prison projectionist , took model ship 
building and 

cl Helped to bring officials of Alcoholics 
Anonymous to the prison for the benefit 

~of his fellow inmates. 

6. To the best of my knowledge he ha_s neyer broken any 
prison regulations and has been a model prisoner . 

7. In my own personal view, the court may have erred in 
~bat they value d the four ounce s of cocaine that 
Bert had had in his possession at approximately 
$500,000 U. S. street value, whereby being quite 
familiar with cases of this type the four ounces ever 
if it were cut a number o f ti.roes would not be worth 
more than $30,000 U.S. 

I pray, your Hono r in light o f the commendable record that 
Albert Bigelow has built up while an inmate at Casemates and 
due to the fact that I have seen him grow over the past two 
years as a more well-rounded, mature and intelli·gent individua] 
and taking into considerat i on that he did not get credit for 

.. 
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almost three months oWs li~e, it is 1;espectfully 
requested th~t you grant him an immedi~te'p~~ole so that 
he may come back to his home and tamily. 

Thank you for your kind consideration. 

MG: jh 

cc: J.M.A. Herdman 
Rochell e Keller, Vice Consul 
Albert Bigelow 

-

. . 

Yours truly( 

MICHAEL GRIFFITr 
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IAllH'e qt',:Hl h~d pdr' dl)n:; df t-.er· 1-.1-w p1:;·• :; un<il l. i.ni·.r:r · v1::nt i.on nt 
:-i-Jr· (Hit-horiy l((::r·i,hd11.1, c'Fiairrnc1.n o f t. 11<:,: Commons '.ioJect 
Cijrm11i.t1·.ee 1rn t·1:>r·1dqr1 r-)fF,:\·.i.r·:;, lMho a pp1··oached Cub<Hl 

f'r·es'i.dE·int. f..i.cfol Ca.st..r·o al Ut8 n '.:quest of the l:l e r111uua 
Cover· n11H~ 11 L o 11 h 1rn1r.1rd. l·_;::tt•·i..\ n d nd c 0111pa:; s .i o tld l'. <->. l:Jr'Ot.rnd s ; 

--

t.:l ) ·11i e f>t•L.iti.011(:: r- b1··i.11(1s to your · dl..l..1:,:nl..i.ori Lhi:d :, 1:in Jun~.: 
I.hr~ 0th, J.,9fl], t.lH~ l .h1-H1 · U.:). Consul. Ct:i-wr·dl, Mr·. l"lciX 

rr ·-.it:d~H·sdo r·f t·e questf.~d a pr'isoner e xchi':\11~~e t I-- ea t..y on "·-- L 

humc:u-1 i. t.,.\1·· iiH1 a11d i:0111pd:,:; i.1)n,lt.1~ y1 · u1 .1nd:; . 
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· ·o ur pe r C<..:JJtlo11 I s th at 
Hea lth a nd Hospita ls has been 
bearing the cos t and that It can­
not do so anymore," said Wal-

"· :11~·; ·l~ri;11n 1 s a id Ilic ll UJill ,n j 
was closer to 30 , and tha t on 
most days "you had to wa it your 
turn to get _to play basketba ll." 

US man in Bermuda prison . continues 
hunger. strike to protest denial • of parole 
By Peter Man;us! • Bermuda prison offlcl~ls-reJect- In policy concerning parole. I 

Globe Staff ed a request .for a telephone Inter- "'there Is no rule that everyone 
• lbe B I view with Bigelow. . goes out after half their sentence For five years, A rt 1ge ow " Dy Id ddl g th t th 

was sure he would be released Hugh Bigelow said his brother Is up, e~ sah • a been af osed-
does not Contest his "'ullt. He was er ,orelgners ave n re u from Casemates Prison In Bermu- t-. 1 t · "It' t 
·arrested In November 1979 by US,' paro e In recen years. s no :-an da by Jan. 23, 1985. t ti th! g •• 1 ·• 

That date marked the midway Customs agents . at the C!v!l,Atr au oma 7 n • • • ~· .-
Term! al In Bermuda as he was Dyer ac}mowledged, however, point in the 38-year-old Amer!- n th t Bl I h d b bl been 

r about to board a plane for Boston. a ge ow a pro a Y can's IO-year prison sentence ior told by prison officials that he 
two drug convictions, a nd he Four ounces of cocaine • would l!kley be released In Janu-
knew that Bermuda, In almost all ary. "I wou,ld hav~made the same 
cases, frees foreign Inmates after According to Hugh Bigelow, his assumption as Bigelow ha~ l ~n 
they have served half their term. brother was carrying four ounces In his position," Dyer said. · 

But that day came and went, of nearly pure cocaine, worth an • R!chele Keller, an ofOclal In the 
and ·Bigelow remains In the pr!s- estimated $50,000. on the street. American consulate. said Bigelow 
on·, a converted fort at the west He had bought the cocaine In Peru was Informed last February that 
end of the Island. The parole he . and planned tq_ selllt In the United the new Bermudian parole policy 
had thought was certain has been States. Bigelow was convicted In . could affect his release. "I can say, 
denied. Instead of celebrating Jlls Bermuda of Importing an Illegal however, that he was stlll given·• 
freedom, he marked his expected drug and possession with Intent . every expectation by the prison 
release date by begln!ng a hunger to distribute. authorlt!es that he would be re-
strike In protest. "No one Is m~klng any claims leased," Keller said. 
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He has now gone 15 days with- he Is Innocent." said Hugh B!ge- Bigelow learned that his parole 
- out food and, according to his rela- low. "But they got their pound of had been rejected a week before he 
J - Uves and American officials In flesh and should let him go." · completed the fifth year of his sen­

Berinuda, appears determined~ to Hugh Bigelow said his brother, tence, she said, but held out hope 
continue his hunger strike until who weighed about 150 pounds that he stlll might be released on 
he Is freed or dies. when he began the strike, was Jan .. 23. 
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No new parole date has been "weak but clear-headed" when .he . . 
set, but he ls not expected .to be re- visited him ' briefly at' the prison "Looking forward" 
leased before September 1986, the last week. "He thinks this was an "He was !poking forward to 
two-thirds mark In his sentence. arbitrary decision anp that _he ~~s , that date, .. said Keller,' who pays 

"Everyone was telling Bert to try to do something about It. monthly calls on Bigelow and the 
that he would be getting out In ' Bermudian officials acknowl- other three Americans currently 
January," said his brother, Hugh edged that foreign prisoners have • Imprisoned In Bermuda. • Having 
Bigelow of Bourne, wijo met with usually been released after serving that taken away from him has . 
Bermudian officials late last week half their sentence. The policy has caused him a · Jot of psychological . 
to ask them to reconsider the pa- applied to local prisoners as well, stress. I think he ts prepared to 
role. "The prison guards were tell- they said. • . continue the hunger strike until 
Ing him that and the American In the last year, however, the he dies;• , .. . · • 
consulat«_:_~!3-S telling him that." - goverment has tightened parole During his Incarceration at 

"They weren't leading him procedures for serious offenders, Casemates Prison , the Island's 
on," Hugh Bigelow added. "They especially those-convicted of drug only maximum-security faclllty, 
really thought he would get out . crimes, as part of a larger effort to Bigelow 'has been considered a 
then. But what's happened Is that . control drug traffic oµ the Island. model prisoner. and has been 
his hopes have been built up all the officials said. .. placed In the group of lnmat~ per· 
this time and then smashed While the officials -would not mltted the greatest number .of 
down." discuss ~hy Bigelow had peen r~ • privileges. . ' . • \-

fused parole, they said Bermudas But because he Is a foreigner, \ 
Ministry of Health and Social Ser- _these privileges do him little good, 
vices. which has final say on all Hugh Bigelow said. "Sure, he can 
parole decisions, has strictly fol- receive more cigarettes and ~!­
lowed the new policy guidelines. tors, but there Is no one to v'fstt 

Ann Cartwright de Couto, who him," he said. 

' ' \ 

was appointed to head the Minis- Hugh Bigelow descrl~ed the -
try early last year, rejec~ed B!ge- . prison as a "dungeon - dank and _ 
low's request for parole, according wet"· - and said It was over- _ 

~ 
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J 1ne Oriental Rugs For Sale 
;klstan to get them. Several times each 
,yce Gregorian buy fine old Belouchis and 
•om these men and others like them. They 
fsh rugs, decorative Chin!;!se carpets and 
, trom'lndia and Iran. • 

find rugs from every major rug-weaving 
In every size, weave and color, at prices 
c;slble. Nearly 6000 personally selected 
·.•, ::i it v rn 1r v ki l P IP ., <:: P r nm <> in """ n -

to Edward Dyer, the island's com- crowded. His assessment WJiS SUP": ... 
missioner of prisons. Cartwright ported by several Bermudlin.Jour- _ 
de Couto. a lawyer who serves - nallsts who asked notd p be--=.-'.: 
part Ume In her govemment posl- : named. The Journalists sald-e-lhe-==:=- -
lion, was unavailable for com- prison has facilities for ~Illon"-=- c. ~ 

ment. ers but now holds about .l60. 
"I can't say that Bigelow was 

denied parole because of any 
change In ·policy," Dyer said. "But 
I think It's being attributed that 
way." 

According to Hugh Bigelow and 
the American consulate In Hamil­
ton, the Bermudian parole com­
mission • had recommended that 
Bigelow be released. Dyer would 
not comment on the commission's 
decis ion but saM that Bigelow's 
release may have been ultimately 
rejected by Cartwright de Couto 
even If there had been no change 

. mates. '""' 
Before his arrest lne.Bermuda, 

Bigelow had been living ~ . ~New _:::~ 
York City .and wor~lfilf&s:'a-carn- ::~ ~ 
eraman for iL.Vkko.-m;odlietlon -=.c 

group, accordln~ · his brother, ~-
who had no success lri persuading 
Bermudian officials to r~nslder _ 
the parole. =- = ~· 

"I think he realizes that he Is 
going to have to stay here l~nger," 
Hugh Bigelow sal_d. "but he_:I~ry 
angry, and ( think It's golrtg~ be 
dlffl<:ult to talk him out •of the 
strike." 



TO: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

March 27, 1985 

FRED RYAN 

MAX FRIEDERSDORF ~ • 
Meeting with t u..,e Premier_ ..,....,.. 

of Bermuda 

Pursuant to our conversation, this is to request 5 minutes 
of the President's schedule during Admin. ~imes on Thursday, 
April 4th at 4:30 p.m. The Premier of Bermuda, John swa. nR, 
will be in Washington April 3-5 on government business X 
meeting with tbp officials at the Treasury and State 
Departments. The President has met the Premier before 
and the purpose of the visit on April 4th will merely 
be a courtesy call, no substance. 

Many thanks for your assistance. 

L1lJ , . . 
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THE WHITE HOUSE ~ //5t) 

WASHINGTON 

June 14, 1985 

Dear Mel: 

It was a pleasure seeing you again this week here at 
the White House and I certainly enjoy ed our visit and 
the luncheon together. 

Reflecting on your letter concerning Senator Packwood's 
visit July 12, 13, and 14, I believe your proposed 
scnedule is most satisfactory. The brunch at Chelston 
is fine, and I am sure the Senator will enjoy meeting 
the guests you have suggested for this event. I do not 
yet have our specific time of arrival and departure, but 
will keep you posted as the visit approaches. 

Meanwhile, with kindest personal regard, I am 

Sincerely yours, 

Max L. Friedersdorf 
Assistant to.the President 

The H elville E. Blake, Jr. 
Consul General 
Hamilton, Bermuda 

~~~;sr ~ ral Files w/incoming 
~ bN FILES 

C?~~/? 

/~&~-?)/ 



The Honorable 
Max Freidersdorf 

CONSULATE GENERAL OF THE 
UNITED STATES OF AMERICA 

HAMILTON, BERMUDA 

June 7, 1985 

Special Assistant to the President 
for Legislative Strategy 

The White House 
Washington, D.C. 20500 

Dear Max: 

r. 

Thanks for your letter of May 22 on the visit of Senator Pack­
wood, Assistant Secretary of Defense Russell Rourke and yourself, 
all accompanied by spouses. Don Gentry and I have arranged a 
briefing at the Naval Air Station, subject to your approval, as 
follows: .. 
July 13, 9:00 a.m.: Classified briefing at the Naval Air Station. 
30-40 minutes to be immediately followed by a helicopter tour of 
the island. The entire program should be over by 11:00-11:15 a.m. 

I understand that the Senator has been briefed in his office on 
U.S.-Bermudian relations and Bermuda's strategic importance to 
the United States and NATO. Nevertheless, it might be beneficial 
for him to receive brief comments on current political and econ­
omic developments, and I could make this preseniation as part of 
the briefing. Please advise. - 'je.S · 

~ 
John Swan and I have discussed plans ¾or the visit. I gather that 
he is working out dates for dinner with the Wahls. There is a 
temptation to overload CODELs with activities, but I suggest for 
your consideration a brunch on July 14 at Chelston. I would draw 
upon segments of Bermuda society and business which might have 
been overlooked. I am keen that CODELs meet representatives of 
the resident American, in addition to the local business, community 
and too often these Americans tend to be overlooked. Let me know 
if I can assist. 

Re%~ 

Melville E. Blake, Jr. 
Consul General 
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CONSULATE GENERAL OF THE 
UNITED STATES OF AMERICA 

HAMILTON, BERMUDA 

Admiral John Poindexter 
National Security Adviser 

to the President 
The White House 
Washington, D.C. 

Dear John: 

47048 

!!tJIJJf 
/~ J !!JI /J -IJ~ 

L E 
January 24, 1986 

Senator Bob Packwood CR-Oregon), Chairman of the Senate Finance 
Committee, has written me that he intends to offer S. 1718 to 
the Tax Reform Bill when Mark-up starts next month. 

You will recall that this is the bill Packwood offered at the 
request of the Administration to provide Bermuda reclassifica­
tion and/or definition as a "North American" country for the 
purpose of allowing deductions of business expenses by U.S. 
taxpayers attending conventions in Bermuda. 

Bermuda lost this concession during the Carter years and it has 
been a hot political issue here ever since, threatening the 
security of our three U.S. Naval installations and NASA track­
ing station in Bermuda, 

Packwood is willing to lead the fight in the Senate, but in his 
letter to me, requested White House support. 

I have spoken to "B" and he is fully briefed, but it occurs 
that Packwood would be better equipped if he had a Presidential 
letter similar to the one the President sent to Packwood and 
Rostenkowski last year. 

Rob Sable, Don Fortier and Ty Cobb worked this i~sue and could 
get out another letter for Packwood. 

_ill6L ft!JofiS 
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Page Two 

The Government of Bermuda is watching the Senate action with a 
hawk eye and if something doesn't happen soon on this four-year­
old issue, I'm worried about our bases here. 

cc: "B" Oglesby 
Assistant to The President 

for Legislative Affairs 
The White House 
Washington, D.C. 

Don Fortier 

Yours sincerely, 

Max L. Friedersdorf 
United States Consul General 

Deput y Assistant to The President 
for National Security Affairs 

The White House 
Washington, D.C. 

Ty Cobb 
Office of the National Security 

Adviser 
Th e Whi te House 
Washington , D.C. 

Ron Sable 
Office of the National Security 

Adviser 
The Wh ite House 
Washington, D.C. 

Ms. Pamela Turner 
Deput y Assistant to the President 

for Legislative Affairs 
The White House 
Washington, D.C. 

Mr. Jim Medas 
Office of European Affairs 
Room No. 522 7 
Department of State 
Washington, D.C. 20520 
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KEYWORDS: BERMUDA CONGRESSIONAL 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 COO/? 

ACTION June 1, 1987 

MEMORANDUM FOR COLIN L. POWELL~ 
£ZC/O-t:?c:2-
;::-mL?/£ 

FROM: FRITZ W. ERMART /uco£-/c£ 
SUBJECT: Bermuda Status Report 

.,.. 
Treasury Assistant Secretary Ro er entz briefed our new 
(effective today) Consul-General for Bermuda, Jim Medas, last 
week on the status of the package of measures we are pursuing to 
demonstrate our good faith effort to comply with commitments made 
to Premier Swan. I asked Roger to provide an update to you on 
where we stood and what needs to be accomplished next. In his 
report (Tab A) Roger notes: 

A legislative proposal is being drafted that will mitigate 
the impact of the~'trie le tax" revision. Treasury believes 
this was an unintended fallout of the 1986 Tax Reform Act; 
unfortunately, it does not appear that it can be resolved by 
a "technical fix," nor will it be "Bermuda specific." 

Our preliminary discussions with Bermuda indicate that they 
still favor the Tax Treaty we initialled last year but could 
not get through the SFRC. State will take the lead in 
pressing for Senate support for the Treaty and will develop 
a strategy which will rely heavily on making effective 
presentations on the Hill regarding the national security 
importance of Bermuda (DOD will be a major player). 

At my urging Mentz and Medas will meet with Swan this week in 
Bermuda to obtain his endorsement of this approach. Assuming the 
Premier agrees, Treasury will press the legislation on the 
"Triple Tax" and State will lead the charge to get the treaty 
through the Senate. In accordance with your PRG directions State 
will convene an IG session to coordinate this strategy this week. 

1 ~i~l Cockel~, Nelson LeJ l ~ ., Stev~/ansky, Ali.,O,Oatt, 
~ f6',~ on Fortier concur. ~ - / \ t / '{-

RECOMMENDATION 

That you review M:fd<nt' atus report.at Tab A. 

Approve Disapprove ---

Attachment 
Tab A Bermuda Status Report 

.C9)iF IBEH'f iAEt 
Declassify on: OADR 

Prepared 
Tyrus .W • 

~ 



ASSISTANT SECRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON 

May 29 , 19 8 7 

MEMORANDUM FOR: GENERAL COLIN L. POWELL 
ASSISTANT TO THE PRESIDENT FOR 
NATIONAL SEC~ R ~TY AFFAIRS 

FROM: J. Roger Mn 
Assistan ~ et (Tax Policy) 

SUBJECT: Bermuda Status Report 

This is a status report on our progress in addressing the 
so-called triple tax issue affecting Bermuda captive 
insurance companies. We have developed a legislative 
proposal that would mitigate the Bermuda triple tax problem 
but is not Bermuda-specific. The proposal would correct the 
structural problem that currently exists generally when a 
U.S. person receives a dividend from earnings of a foreign 
corporat i on that have previously been subjected to U.S. tax. 
Specifically, the proposal would allow a shareholder credit 
for a U.S. branch or withholding tax and allow a dividends 
received deduction to corporate shareholders with respect 
to dividends from earnings of a foreign corporation that 
have been subject to U.S. corporate tax. 

Secretary Baker approved the proposal in concept, but 
directed us to consult with appropriate Hill staffs. The 
Hill sta f fs, while hesitant to help offshore insurance 
companies, have expressed a willingness to consider 
proposals to correct the underlying problem. Attached is a 
memorandum describing our discussions with the respective 
Hill staffs. The next step is for us to consult with 
Bermuda r egarding the proposal. Since the proposal is based 
on one of the approaches discussed at our April 13 meeting 
with Premier Swan, I expect Bermuda to be supportive. 

My current intention is to meet with Premier Swan in Bermuda 
sometime next week. I will advise you of the outcome of my 
discussions with Premier Swan. With the legislative 
initiative under way, we should turn to the Treaty. We 
understand that State will take the lead with respect to the 
Treaty; we will supply any necessary technical support. As 
I discussed with Ty Cobb and Jim Medas, the case for the 
Treaty has to be made on national security grounds. The 
importance of Bermuda to our national security is well 
understood on the Hill; however, there is simply disbelief 
among the staffs that a failure to ratify the Treaty will 
result in a loss of the bases. 

cc: Ms. Ridgeway 
Mr. Medas 





• MEMORANDUM TO: 

FROM: 

SUBJECT: 

DEPARTMENT OF THE TREASURY 
WASHINGTON 

2 7 MAY 1987 

J. Roger Mentz 
Assistant Secretar,.Y (Tax Policy} 

Stephen E. Shayfh,f) 
International Tax Counsel 

"Triple Tax" Proposal/Results of 
Briefings With Congressional Staffs 

During May 14-20, we met with staff members of the Joint 
Committee on Taxation and representatives of the maj0rity and 
minority committee staffs of the Senate Finance Committee and 
House Ways and Means Committee. The purpose of the meetings was 
to outline the legislative proposal that Treasury may support to 
mitigate the "triple tax" problem and to assess the reactions of 
Hill staffs. 

1. The first and most thorough discussion was on May 14 with 
David Brockway, Pat Oglesby and Harrison Cohen of the Joint 
Committee staff. Treasury was represented by Steve Shay, Marcia 
Field and Peter Barnes. Shay and Barnes described the "triple 
tax" problem and outlined the possible options for relief. In 
this meeting and each of the other four sessions, we followed 
closely the discussion set forth in ypur May 7 memorandum to 
·secretary Baker. 

Brockway indicated that he is sympathetic to a legislative 
proposal that would remove the extra layer of tax that can occur 
when a foreign corporation owned in whole or in part by U.S. 
shareholders earns U.S.-source income. Of the options presented, 
Brockway stated that he would prefer giving the shareholder 
credit to the first U.S. shareholder, whether corporate or 
individual, on the ground that potential differences in ultimate 
shareholder tax rates do not warrant the much greater 
administrative complexities of a pass-through approach that would 
limit use of the credit to individual shareholders. 

Brockway raised the question of whether · there should be a 
more direct approach to relief by allowing all foreign 
corporations to elect to be treated as engaged in ·a U.S. trade or 
business. He noted that he has long supported the idea that, in 
general, foreign corporations should be able to elect to be taxed 
as U.S. corporations. Brockway added, however, that he is 
concerned that foreign corporations should not be treated more 
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favorably than u.s. corporations(~, by deferring the u~s. tax 
on their foreign-source income while electing U.S. treatment on 
u.s.-source income.) Brockway indicated that any such election 
sh~uld be conditioned on an adequate exchange of information 
system. 

Pat Oglesby seemed less receptive to the proposal than 
-Brockway, but Oglesby seemed to accept the idea of giving relief 
to u.s ~ shareholders if the United States can be assured that 
forei9n shareholders will not benefit. 

Z. Following the session with the Joint Committee, Shay, 
Field and Barnes, joined by Mary Bennett, met with Lindy Paull of 
the Senate Finance minority staff. The discussion with Paull was 
less detai!ed, in part because she has only recently assumed 
responsibility for international issues. The session focused 
more on the nature of the problem than on the mechanics of 
possible solutions. 

Paull was somewhat skeptical of the proposal because of 
concern that relief would cost revenue for the principal benefit 
of an "unsympathetic" group, the captive insurance companies. 
But she did not reject the idea that relief from the "triple,tax" 
may be appropriate. She promised to consult with John Colvin and 
other members of the minority staff and let Shay know their 
reaction. (We have not yet heard further from Paull.) 

3. On May 18, Peter Barnes and Mary Bennett met with Barbara 
Groves of the Senate Finance majority staff. Groves has a strong

0 

uRderstand.ing of insurance taxation and has expressed the view on _ 
several previous occasions that some relief from the "triple tax" 

. should be provided. • 
. . 

Groves stated that the Treasury proposal sounded "fairly 
attractive." She noted that it could be attacked (1) by domestic 
insurors, . -simply beca.use it helps foreign competitors, and ( 2 ). by 
opponents of Bermuda,, simply because it helps Bermuda. In_ each· 
case, however, she noted that the opposition would not erode the 
merits of the proposal as a matter of good policy. Groves aske<½ 
what the proposal would cost and seemed pleasantly surprised that 
the estimate was approximately $50 million per year. 

Before any of the briefings, we believed that Groves was · 
likely to be the Hill staff member most receptive to the 
proposal; her response to our discussion confirmed that view. 

4. On May 19, Peter Barnes met with Jim Clark and Paul 
Auster of the Ways and Means minority staff. Clark and Auster 
did not give a strong reaction either way, but they generally 
seemed receptive to further consideration of the proposal. 
Auster stated that he personally had favored the provision in the 
House bill that provided a credit for the branch tax. 
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Clark and Auster both expressed a strong concern about 
finding an appropriate legislative vehicle for the proposal. 

5. The final briefing was on May 20 with Janice Mays, Maxine 
Champion and Susan Rogers of the Ways and Means majori~y staff. 
Peter Barnes and Marcia Field repr .:.sented T.reasury. 

Mays stated that the maj.ority staff and, she believes, · the 
majority members of the Committee will initially have "a slight 
bias against" any proposal to mitigate the "triple tax" problem. 
The majority members have been "out front" in resisting requests 
by Bermuda and the insurance industry, Mays said, and having 
taken the heat on these issues they will not be eager to reverse 
field. Nonetheless~ she addeq, the staff and the members are 
always looking for "the right answer," and if they are persuaded 
that some variation of the Treasury proposal is the correct 
policy to adopt, the majority members will not oppose it just to 
be stubborn. 

Mays said that when critics of the •triple tax• first came to 
the Hill for relief, she discussed the issue with staff members 
of the Joint Committee and concluded, in her own mind, that there 
was no inadvertent error in the tax reform legislation. She said 
she told that to representatives of Bermuda and that no one 
should be surprised that the Ways and Means majority is content 
to leave the law unchanged. Mays noted that revenue could be a 
problem in moving the Treasury proposal, and that there also will 
be difficulty in finding an appropriate legislative vehicle. 

I . 

. Mays was extremely cordial and said she would be willing to 
talk about the issue furthet at any time. For the p~~sent, 
however, she said the best·result that Treasury should hope for 
would be to have the Ways and Means majotity sit quietly aside 
while any proposal is considered. 0 

0 
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