DEPARTMENT OF THE TREASURY
WAEHINGTON, 0,5.

AECULTAHY OF TRE THCASLIAT

June 7, 2001

Dear Colleagues:

It was 3 pleasure to sec you at the G-7 Ministerial at the Blair Howse in April. T felt that
We were able e bdld further on the sslid foundation for rreductive dizlogue and eocEeration

that we estgblizhed in Palerms. Since our |ast meenng, 1 have campleted a thorough re-
=valuation of the OFCD initjative 1 address lax pructices end Bave siated publiely my

vicws op that project. Therefere, I wanted to wiitc to you Y [0 eahvey @y thoughs en this
Unporant marter.

As ] wxpressed in iy recent public stalement ragarding the OECD inigasive, jijs Gritica
that we enforce our tax [aws as writter because failing o de 5o undermines the confidence of
honest wxpayers ia e falmess of etiy lax system. With Tespect (o the United Sttes, whers g
faxpayer is suspected of evading the U.S. tax laws thrmugh the use of offshare enciticy R
bank seedunts, we sometimes heed information fom spother counly o addzess that situarjon
The same is wue for othey countics. In this ropard, the development of 2 fameweark for reaching
saformaton exchange agreements with counwies that have shown Jikle interest in cooperarng in
this regard in the past will be valuable The propesals by the OECD o promots adeguate recard
keeplng and legal mechanizms for effective information exchange when necessary in specific
€355 copRibute to the develppment of such 2 Samewariz.

Qther aspects of the OFCD initintive, Eowever, go beyond what is necessaty to epforce
eur respestive tax jaws. The OECD injriative implicates low-1ax regimes that may be designea
Y0 *nEOUrdgr foreign iavesunent but that have nothing 1o de with evasien of any ather eountry's
tax jaw, Countries must Be free to adept lax policies that encowzege ifvestment end
reonomic grewih. We should pot interfers in any other country's desision abaat how .
stucnge i 0wy iz system when that sysism doEs noT EETVE 25 an obstacle I enfarcing aur owm

fix laws,

Az my public swiemen indicatzs, T want 10 refocus the OECD initiative on ips tore
element: the need far countries to be abla to abtain spevific infonaatien Aum cther counies
upan requUest in order 1o erforee their pespective tax jawg. Represaniatives of the United States
expiessad these concerns rogarding the need to reforus the project 0 yeur reprasentagves a1 3
technicsl-level OECD meering in carly May, and plan to continue discusijons reparding this
objecdve at 1echnical-level OECD meetings later this month



2.

A3 b reqult of these discussions, T hepe thot o refocysed OPCD inidatve coyld emerge
and proceed with the same spinis of cosperation and common purpase thal charseterizes ather G7
Infugtves, such a8 cur anti-meney leundering efforts.  We strongly suppert the angoing work of
the FATF and lock forward 1o continued progress in the fight agamst maney lsundcring.

Tlpok forwazd 1e diseussing with you the progresy of these discussions, and g vadery of
other isfues, 2t cur meeting in Rome 0 July.

Smcerely,

Faul H. D'Neil]

Tar Ministers Brown, Eichel Fabius, Marin, Shickaws, a2d Visco



