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introduction
In 2007, President Bush proposed deep cuts to Federal child care, health care, education, transportation programs and more, for the purpose of raising extra funds for his plan to escalate the wars in Iraq and Afghanistan. The first $100 billion of the President’s $2.9 trillion plan consisted of $5 billion savings in Medicaid, a $36 billion cut in Medicare, and other billions cut in child care, education programs, the National Institute of Health research, and in other programs (Jackson, 2007). If this $100 billion amount is approved by the Congress, it would add to the total spending in Iraq war up to $456 billion (National Priority Project, 2007). There is a controversial matter that why Bush administration has to cut budgets of child care, health care, education and other programs which are crucial to Americans while the government could have extra funds for Iraq war escalation from other sources: tax revenue. In 2005, the US Internal Revenue Service (IRS) revealed that the US government loses approximate $300 billion annually in tax revenue due to offshore tax evasion of high income citizens and business entities. Recent efforts to pass legislation to stop offshore tax evasion have failed. 

Tax haven evasion
I. Tax gap: 
The IRS, in one of its researches released in 2005, defined the annual “tax gap” as the excess of the amount taxpayers are supposed to pay over that of they actually pay on a timely basis. The most updated tax gap amount released by the IRS is $345 billion dollars for tax year 2001, of which business entity tax gap is accounted for about $109 billion (Internal Revenue Service, IR-2005-38, 2005). However, in the hearing by the Budget Committee on January 23, 2007, Robert McIntyre, director of Citizens for Tax Justice, states that the above amounts may not accurately reflect the real amount of tax gap because the IRS has carried the National Research Program (NRP) mainly on old and limited research. Furthermore, the business entity tax gap includes non-filing, underpayment of tax, and under-reported income of individuals and all kinds of business entities in the US. Additionally, in the IRS research, it does not allocate how much of $109 billion business entity tax gap for tax evasion from the tax havens because it is impossible for the IRS to trace all corporate evading schemes which are carried on by internationally controlled subsidiaries of the US corporations. Robert McIntyre shares the same opinion with Joseph Guttentag
 and Reuvan Avi-Yonah
, on the point that no professors, analysts, governmental agencies, or organizations are able to calculate exactly the dollar amount of the US corporate tax gap from tax havens. All they can do is to estimate it. There is general agreement that the U.S. corporate tax gap which is at least $50 billion to $100 billion annually. For instance, Reuvan Avi-Yonah estimated the international corporate tax gap at around $50 billion in his statement before the Senate Committee of Finance in 2007 on offshore tax evasion. The Brookings Institution investigated that American multinational companies (MNCs) are using tax loopholes to hide profits from overseas are beyond the reach of the IRS and estimated that annually approximately $50 billion of tax liabilities are evaded from the Treasury (Berenson, 2007). IRS consultant, Jack Blum increases this number up to $70 billion. Senator Carl Levin stated it is approximately $100 billion a year (Levin, 2007).
Instead of directing their investments straightforward to the business-targeted locations, MNCs’ managements form the US subsidiaries in tax havens first. Then, they let their subsidiaries be investors in target locations. There is nothing changed if either MNC itself or its subsidiaries are investors for financial reporting purposes, but there is a big difference for tax purposes. A wholly-controlled subsidiary’s assets, liabilities and operating results are consolidated into those of parent company under Statement of Financial Accounting Standards No. 94, Consolidation of all majority-owned subsidiaries. Nevertheless, taxable income in the tax return of parent company does not include that of foreign subsidiaries. The taxable incomes from foreign subsidiaries are only integrated into income of parent company when they are remitted home. The US MNCs do not need actual business activities in tax havens in order to form subsidiaries. On the condition that a subsidiary has its own office with a proper address, separate financial records, and pays annual fees to local government, an affiliate is a legitimate entity under both foreign and the US governments. Take an example of annual fees for exempted companies of one of tax havens – the Cayman Islands. Based on the below table, the highest fee exempted companies have to pay to the Cayman Islands government is $1,968 for a company with assessed capital of above $1.64 million. The $1,968 amount is for an exempted company to pay the Cayman Islands government for a year because the Cayman Islands government imposes zero corporate income tax. Assume that $1.64 million assessed capital is the earnings of an American entity. Under an effective tax rate of 35%, the American company would pay a tax amount of $547,000. 
	Cayman Island Annual Registration Fee

	Capital amount
	Annual fee

	Less than $42,000
	$470

	Between $42,000 to $ 820,000
	$660

	Between $820,000 to $1.64 million
	$1,384

	More than $1.64 million
	$1,968

	Source: http://www.gocayman.ky
	


Enron, before its collapse, had 441 subsidiaries in the Cayman Islands. Enron was able to save more than 250 million annually from the IRS by keeping its earnings there. Note that $1.64 million assessed capital is a hypothetical number for this example. The actual assessed capital of Enron’s subsidiaries in the Cayman Islands might have been much higher than that, which in turn, increased the tax saving of Enron to more than $250 million. 

In short, it is a fascinating incentive for 59% of US MNCs to form affiliates in tax havens (Desai, Foley and Hines Jr., 2005). 
Like the precise number of the U.S. corporate tax gap, no one knows when the first corporate tax evading scheme commenced in the U.S. and by which corporation. It has been hidden because such schemes have been executed smoothly and furtively by a group of top executives of MNCs, partners, senior auditors of accounting firms, knowledgeable lawyers, experienced promoters, and bank officers. However, looking at the history of the U.S. tax system, it is possible that corporate tax evading schemes might have existed since 1963 with the tax reform proposal of President John F. Kennedy. From the early of 1960s to 2001, the trend of the tax gap has kept growing to hundreds of billions of dollars in the present. In March 1982, IRS commissioner Roscoe Egger emphasized the tax gap issue for first time, in front of Congress. In his testimony, the tax gaps for taxable year 1973 and 1981 were $29 billion and $87 billion, respectively. They would be $115.6 billion in 1973 and $169.4 billion in 1981 if converted to 2001 dollars (George, 2005). If using the tax gap of $345 billion in 2001, the tax gap increased 198.44% over 28 years or around 7.1% annually. Tax Notes, the U.S. tax journal, analyzed the available Commerce Department data from 1999 – 2002 and revealed that U.S. MNCs reported $149 billion in profits in total of 18 tax haven countries in 2002, which was a 68% increase from $88 billion in 1999. Meanwhile, total profits of all offshore entities around the world of those MNCs increased only 23% to $255 billion during the same period (Finfacts reports, 2006). The amount of profit earned from tax haven countries keeps growing and how much of it is reported for income tax is an unknown number by government agencies as well as the public. 
II. How to calculate the tax gap (IRS method)
In order to deal with the tax gap, the IRS launched a program called the National Research Program (NRP) in 2004. The NRP is temporarily divided into two phases: the first one mainly aims at individual taxpayers, while the second focuses on the business entities. 

In the first phase of the program, the IRS audited 46,000 returns of the 2001 taxable year. The result of the program, which was released in the first quarter of 2005, divulged that the tax gap is coming from any of the following sources: (i) underreporting of income, (ii) underpayment of taxes, (iii) or non-filing of returns
. Among these three, underreporting noncompliance accounted for more than 80% of the tax gap. The discovery of $345 billion in the tax gap is the result of this on-going program. Due to limitations of the program, the IRS estimates that tax gap is within $312 to $353 billion annually. However, it is possible that the tax gap exceeded this established range (Internal Revenue Service, IR-2005-38, 2005).
Russell George, Treasury Inspector General, testified that the IRS has been working on the second phase of the NRP program since 2005, which directs the investigation of the tax gap to corporations. The release of the second phase has not yet been published. 

III. How the tax gap can exist: accounting loopholes
The keystone of tax evading schemes is to keep them secret from the attention and scrutiny of the IRS.  If offshore tax evasion schemes are legal, then efforts to close the tax gap requires a thorough understanding of the loopholes in accounting standards, auditing standards, and in tax codes. 
1. Statement of Financial Accounting Standards No. 94 – SFAS 94 
Statement of Financial Accounting Standards No. 94, Consolidation of all Majority-owned Subsidiaries requires the parent company to consolidate all its controlled subsidiaries’ financial statements into its own financial reports. Subsidiaries’ operations and locations need not be the same as the parent’s in order to be consolidated. This Statement encourages MNCs to create more oversea affiliates. Not only will they have a great deal of tax savings on unremitted oversea incomes, but also be able to make their financial statements look stronger by including assets, liabilities and incomes of all controlled subsidiaries. When this Statement took effect in 1988, it required the disclosure of financial statements of consolidated subsidiaries. However, this portion of SFAS 94 was amended by SFAS 131 in 1997. MNCs have more flexibility and freedom in overseas financial reporting.

2. Statement of Financial Accounting Standards No 131 – SFAS 131
Statement of Financial Accounting Standards No. 131, Disclosure about Segment of an Enterprise and Related Information, requires an enterprise to classify revenues on products and services (or groups of similar products or services) and to report the countries where each class of revenues comes from. Disclosures are required regardless of how the enterprise is organized. However, the enterprise of this statement does not include parent enterprise, subsidiaries, joint ventures, or investees accounted for by the equity method as long as the financial statements of the above exempted entities are consolidated in a complete set of financial statements of the controlling entity. 
3. Statement of Financial Accounting Standards No 57 – SFAS 57
Statement of Financial Accounting Standards No. 57, Related Party Disclosures grants parent corporations a chance to cover their oversea activities by stating that: “Financial statements shall include disclosures of material related party transaction, etc... However, disclosure of transactions that are eliminated in the preparation of consolidated or combined financial statements is not required in those statements”. 

American MNCs take advantage of the statement by mentioning and disclosing their revenues as a whole in their financial statements. MNCs incorporate subsidiaries in tax havens to escape the U.S. tax system. They often do not have any material operating activities there. Thus, they do not have any related-party transactions with subsidiaries in tax havens, which need to be disclosed under SFAS 57. They do comply with the SFAS regulations by mentioning the scope of their business activities, total revenues but not the locations of segment revenues.  
4. Statement on Auditing Standards No. 45 – SAS 45
The American Institute of CPAs somehow implicitly encourages this trend in its Statement on Auditing Standards No. 45, AU Section 334: Related Parties as stating that auditors carrying their audit work in related party transactions should view those transactions “within the framework of exiting pronouncements,” which mainly are FASB Statement No.  57 and other related statements. Auditors should pay more attention to the adequacy of disclosure on related party transactions. However, there is another rule for disclosures. Corporations disclose only information which is material and able to affect investors’ decision making. MNCs’ management can manage income among controlled subsidiaries so that none of them has income accounting for more than 10% of whole MNCs revenue, then they can treat as immaterial oversea revenue from each subsidiary. MNCs can escape the segment revenue disclosure requirement smoothly and do not cause any disagreement with auditors under SAS 45, related party transactions disclosure.
How Congressmen react to offshore tax abuse

From 1990 to the present, research studies and proposed legislation
 introduced by the Senators and the Representatives have included ways to eliminate offshore tax evasion, yet none of the proposed legislation has become law. 
I. Maxx Baucus
· The Bill S.2498 was sponsored  by Senator Baucus, Max (MT) for the 107th Congress in 2002
· The Bill S. 1937 was sponsored by Senator  Baucus, Max (MT) for the 108th Congress in 2003

Senator Maxx Baucus, together with three other senators, proposed the Bill S. 2498 titled Tax Shelter Transparency Act in 2002, which aimed to amend the Internal Revenue Code of 1986 to prevent tax avoidance or evasion by increasing adequate disclosure requirements. The Bill went so far to be read twice and transferred to committee of Finance and stopped at the Senate Legislative Calendar (Calendar No. 466) on 6/28/2002 (Library of Congress, Thomas, 2002). 
Another attempt of Senator Maxx Baucus in the fight over tax evasion was proposed in 2003 with the Bill S. 1937. Bill S. 1937 called “Tax Shelter Transparency and Enforcement Act” was supported by 14 senators who all want to reduce billions in tax loss of the U.S. government and its citizens. The Bill S. 1937, if passed, would have amended exiting legal codes on the definitions of reportable transactions required and would have increased penalties for noncompliance with the legal requirements. It also directly aims at corporate disclosures by (i) requiring CEOs of corporations to assert the accuracy of their corporate tax returns; (ii) allowing the Secretary of the Treasury more flexibility in prescribing applicable rules in filing consolidated returns, (iii) limiting the basis of certain properties which are transferred between parents and subsidiaries.
However, like its antecedent, the Bill S. 1937 was read twice and referred to the Committee of Finance on 11/24/2003 and stopped there (Library of Congress, Thomas, 2003). 
II. Carl Levin
· The Bill S. 1767 was sponsored by Senator Levin, Carl (MI) for the 108th Congress in 2003

· The Bill S. 2210 was sponsored by Senator Levin, Carl (MI) for the 108th Congress in 2004

· The Bill S.AMDT.3120 to S. 1637 was sponsored by Senator Levin, Carl (MI) for the 108th Congress in 2004
· The Bill S. 1565 was sponsored by Senator  Levin, Carl (MI) for the 109th Congress in 2005
· The Bill S. 681 was sponsored by Senator Levin, Carl (MI) for the 110th Congress in 2007
While the “Tax Shelter Transparency and Enforcement Act” of Senator Maxx Baucus focused on transactions of MNCs in reducing corporate tax gap, the “Stop Tax Haven Abuse Act” of Senator Carl Levin focuses on tax haven jurisdictions. One of the benefits that tax haven jurisdictions grant to the US MNCs whose controlled subsidiaries are incorporated in their territories is the promise of secrecy. They would protect information of MNCs from the U.S. government, the public, and from their own jurisdictions. Under the Bill S. 681, incomes do not need to be transferred back to the U.S. for tax purposes. It assumes that taxable income of a U.S. person includes any amount or property “received directly or indirectly from an account or entity in an offshore secrecy jurisdiction” and any amount or property “paid or transferred by or on behalf of a US person directly or indirectly to an account or entity in any such jurisdiction represents previously unreported income of such person taxable in the year of the transfer” (Library of Congress, Thomas, 2007). Foreign secrecy jurisdictions of this Bill are listed by the Secretary of the Treasury. Under tax evasion schemes, MNCs pay annual registration fees to local jurisdictions on their assessed capital amount; they pay no other tax on their assessed capital or incomes. Incomes are not included in U.S. taxable amount as long as incomes have not been remitted to the US. By keeping income in bank accounts in offshore jurisdictions, MNCs are able to use the income freely for other purposes without paying any U.S. tax. If Bill S. 681 were enacted, amounts received from and transferred to bank accounts on behalf of a U.S. person in offshore jurisdictions would be included in taxable income of such person.  This would reduce the “deferred incomes” of MNCs and increase the tax revenues of the U.S. government simultaneously. The “Stop Tax Haven Abuse Act” has been read twice and referred to Finance Committee.  
S 681 IS 

110th CONGRESS

1st Session

S. 681

To restrict the use of offshore tax havens and abusive tax shelters to inappropriately avoid Federal taxation, and for other purposes. 

IN THE SENATE OF THE UNITED STATES

February 17, 2007

Mr. LEVIN (for himself, Mr. COLEMAN, and Mr. OBAMA) introduced the following bill; which was read twice and referred to the Committee on Finance 



A BILL

To restrict the use of offshore tax havens and abusive tax shelters to inappropriately avoid Federal taxation, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; ETC.

(a) Short Title- This Act may be cited as the `Stop Tax Haven Abuse Act'.

(b) Amendment of 1986 Code- Except as otherwise expressly provided, whenever in this Act an amendment or repeal is expressed in terms of an amendment to, or repeal of, a section or other provision, the reference shall be considered to be made to a section or other provision of the Internal Revenue Code of 1986.

(c) Table of Contents- The table of contents of this Act is as follows:

Sec. 1. Short title; etc.

TITLE I--DETERRING THE USE OF TAX HAVENS FOR TAX EVASION

Sec. 101. Establishing presumptions for entities and transactions involving offshore secrecy jurisdictions.

Sec. 102. Authorizing special measures against foreign jurisdictions, financial institutions, and others that impede United States tax enforcement.

Sec. 103. Allowing more time for investigations involving offshore secrecy jurisdictions.

Sec. 104. Reporting United States beneficial owners of foreign owned financial accounts.

Sec. 105. Preventing misuse of foreign trusts for tax evasion.

Sec. 106. Limitation on legal opinion protection from penalties with respect to transactions involving offshore secrecy jurisdictions.

TITLE II--OTHER MEASURES TO COMBAT TAX HAVEN AND TAX SHELTER ABUSES

Sec. 201. Penalty for failing to disclose offshore holdings.

Sec. 202. Deadline for anti-money laundering rule for hedge funds and private equity funds.

Sec. 203. Anti-money laundering requirements for formation agents.

Sec. 204. Strengthening summons in cases involving offshore secrecy jurisdictions.

Sec. 205. Improving enforcement of foreign financial account reporting.

TITLE III--COMBATING TAX SHELTER PROMOTERS

Sec. 301. Penalty for promoting abusive tax shelters.

Sec. 302. Penalty for aiding and abetting the understatement of tax liability.

Sec. 303. Prohibition on tax shelter patents.

Sec. 304. Prohibited fee arrangement.

Sec. 305. Preventing tax shelter activities by financial institutions.

Sec. 306. Information sharing for enforcement purposes.

Sec. 307. Disclosure of information to Congress.

Sec. 308. Tax opinion standards for tax practitioners.

Sec. 309. Denial of deduction for certain fines, penalties, and other amounts.

TITLE IV--REQUIRING ECONOMIC SUBSTANCE

Sec. 401. Clarification of economic substance doctrine.

Sec. 402. Penalty for understatements attributable to transactions lacking economic substance, etc.

Sec. 403. Denial of deduction for interest on underpayments attributable to noneconomic substance transactions.

TITLE I--DETERRING THE USE OF TAX HAVENS FOR TAX EVASION

SEC. 101. ESTABLISHING PRESUMPTIONS FOR ENTITIES AND TRANSACTIONS INVOLVING OFFSHORE SECRECY JURISDICTIONS.

(a) Presumptions for Internal Revenue Code of 1986-

(1) IN GENERAL- Chapter 76 is amended by inserting after section 7491 the following new subchapter:

`Subchapter F--Presumptions for Certain Legal Proceedings

`Sec. 7492. Presumptions pertaining to entities and transactions involving offshore secrecy jurisdictions.

`SEC. 7492. PRESUMPTIONS PERTAINING TO ENTITIES AND TRANSACTIONS INVOLVING OFFSHORE SECRECY JURISDICTIONS.

`(a) Control- For purposes of any United States civil judicial or administrative proceeding to determine or collect tax, there shall be a rebuttable presumption that a United States person (other than an entity with shares regularly traded on an established securities market) who directly or indirectly formed, transferred assets to, was a beneficiary of, or received money or property or the use thereof from an entity, including a trust, corporation, limited liability company, partnership, or foundation (other than an entity with shares regularly traded on an established securities market), formed, domiciled, or operating in an offshore secrecy jurisdiction, exercised control over such entity. The presumption of control created by this subsection shall not be applied to prevent the Secretary from determining or arguing the absence of control.

`(b) Transfers of Income- For purposes of any United States civil judicial or administrative proceeding to determine or collect tax, there shall be a rebuttable presumption that any amount or thing of value received by a United States person (other than an entity with shares regularly traded on an established securities market) directly or indirectly from an account or entity in an offshore secrecy jurisdiction, constitutes income of such person taxable in the year of receipt, and any amount or thing of value paid or transferred by or on behalf of a United States person (other than an entity with shares regularly traded on an established securities market) directly or indirectly to an account or entity in any such jurisdiction represents previously unreported income of such person taxable in the year of the transfer.

`(c) Rebutting the Presumptions- The presumptions established in this section may be rebutted only by clear and convincing evidence, including detailed documentary, testimonial, and transactional evidence, establishing that--

`(1) in subsection (a), such taxpayer exercised no control, directly or indirectly, over such entity at the time in question, and

`(2) in subsection (b), such amounts or things of value did not represent income related to such United States person.

Any court having jurisdiction of a civil proceeding in which control of such an offshore entity or the income character of such receipts or amounts transferred is an issue shall prohibit the introduction by the taxpayer of any foreign based document that is not authenticated in open court by a person with knowledge of such document, or any other evidence supplied by a person outside the jurisdiction of a United States court, unless such person appears before the court.'.

(2) The table of subchapters for chapter 76 is amended by inserting after the item relating to subchapter E the following new item:

`subchapter f--presumptions for certain legal proceedings'.

(b) Definition of Offshore Secrecy Jurisdiction- Section 7701(a) is amended by adding at the end the following new paragraph:

`(50) OFFSHORE SECRECY JURISDICTION-

`(A) IN GENERAL- The term `offshore secrecy jurisdiction' means any foreign jurisdiction which is listed by the Secretary as an offshore secrecy jurisdiction for purposes of this title.

`(B) DETERMINATION OF JURISDICTIONS ON LIST- A jurisdiction shall be listed under paragraph (A) if the Secretary determines that such jurisdiction has corporate, business, bank, or tax secrecy rules and practices which, in the judgment of the Secretary, unreasonably restrict the ability of the United States to obtain information relevant to the enforcement of this title, unless the Secretary also determines that such country has effective information exchange practices.

`(C) SECRECY OR CONFIDENTIALITY RULES AND PRACTICES- For purposes of subparagraph (B), corporate, business, bank, or tax secrecy or confidentiality rules and practices include both formal laws and regulations and informal government or business practices having the effect of inhibiting access of law enforcement and tax administration authorities to beneficial ownership and other financial information.

`(D) INEFFECTIVE INFORMATION EXCHANGE PRACTICES- For purposes of subparagraph (B), a jurisdiction shall be deemed to have ineffective information exchange practices unless the Secretary determines, on an annual basis, that--

`(i) such jurisdiction has in effect a treaty or other information exchange agreement with the United States that provides for the prompt, obligatory, and automatic exchange of such information as is forseeably relevant for carrying out the provisions of the treaty or agreement or the administration or enforcement of this title,

`(ii) during the 12-month period preceding the annual determination, the exchange of information between the United States and such jurisdiction was in practice adequate to prevent evasion or avoidance of United States income tax by United States persons and to enable the United States effectively to enforce this title, and

`(iii) during the 12-month period preceding the annual determination, such jurisdiction was not identified by an intergovernmental group or organization of which the United States is a member as uncooperative with international tax enforcement or information exchange and the United States concurs in such identification.

`(E) INITIAL LIST OF OFFSHORE SECRECY JURISDICTIONS- For purposes of this paragraph, each of the following foreign jurisdictions, which have been previously and publicly identified by the Internal Revenue Service as secrecy jurisdictions in Federal court proceedings, shall be deemed listed by the Secretary as an offshore secrecy jurisdiction unless delisted by the Secretary under subparagraph (F)(ii):

`(i) Anguilla.

`(ii) Antigua and Barbuda.

`(iii) Aruba.

`(iv) Bahamas.

`(v) Barbados.

`(vi) Belize.

`(vii) Bermuda.

`(viii) British Virgin Islands.

`(ix) Cayman Islands.

`(x) Cook Islands.

`(xi) Costa Rica.

`(xii) Cyprus.

`(xiii) Dominica.

`(xiv) Gibraltar.

`(xv) Grenada.

`(xvi) Guernsey/Sark/Alderney.

`(xvii) Hong Kong.

`(xviii) Isle of Man.

`(xix) Jersey.

`(xx) Latvia.

`(xxi) Liechtenstein.

`(xxii) Luxembourg.

`(xxiii) Malta.

`(xxiv) Nauru.

`(xxv) Netherlands Antilles.

`(xxvi) Panama.

`(xxvii) Samoa.

`(xxviii) St. Kitts and Nevis.

`(xxix) St. Lucia.

`(xxx) St. Vincent and the Grenadines.

`(xxxi) Singapore.

`(xxxii) Switzerland.

`(xxxiii) Turks and Caicos.

`(xxxiv) Vanuatu.

`(F) MODIFICATIONS TO LIST- The Secretary--

`(i) shall add to the list under paragraph (A) jurisdictions which meet the requirements of paragraph (B), and

`(ii) may remove from such list only those jurisdictions which meet none of the requirements of paragraph (B).'.

(c) Presumptions for Securities Law Purposes- Section 21 of the Securities Exchange Act of 1934 (15 U.S.C. 78u) is amended by adding at the end the following the following new subsection:

`(j) Presumptions Pertaining to Control and Beneficial Ownership-

`(1) CONTROL- For purposes of any civil judicial or administrative proceeding under this title, there shall be a rebuttable presumption that a United States person (other than an entity with shares regularly traded on an established securities market) who directly or indirectly formed, transferred assets to, was a beneficiary of, or received money or property or the use thereof from an entity, including a trust, corporation, limited liability company, partnership, or foundation (other than an entity with shares regularly traded on an established securities market), formed, domiciled, or operating in an offshore secrecy jurisdiction (as defined in section 7701(a)(50) of the Internal Revenue Code of 1986), exercised control over such entity. The presumption of control created by this paragraph shall not be applied to prevent the Commission from determining or arguing the absence of control.

`(2) BENEFICIAL OWNERSHIP- For purposes of any civil judicial or administrative proceeding under this title, there shall be a rebuttable presumption that securities that are nominally owned by an entity, including a trust, corporation, limited liability company, partnership, or foundation (other than an entity with shares regularly traded on an established securities market), formed, domiciled, or operating in an offshore secrecy jurisdiction (as so defined), are beneficially owned by any United States person (other than an entity with shares regularly traded on an established securities market) who directly or indirectly exercised control over such entity. The presumption of beneficial ownership created by this paragraph shall not be applied to prevent the Commission from determining or arguing the absence of beneficial ownership.'.

(d) Presumption for Reporting Purposes Relating to Foreign Financial Accounts- Section 5314 of title 31, United States Code, is amended by adding at the end the following:

`(d) Rebuttable Presumption- For purposes of this section, there shall be a rebuttable presumption that any account with a financial institution formed, domiciled, or operating in an offshore secrecy jurisdiction (as defined in section 7701(a)(50) of the Internal Revenue Code of 1986) contains funds in an amount that is at least sufficient to require a report prescribed by regulations under this section.'.

(e) Regulatory Authority and Effective Date-

(1) REGULATORY AUTHORITY- Not later than 180 days after the date of the enactment of this Act, the Secretary of the Treasury and the Chairman of the Securities and Exchange Commission shall each adopt regulations or other guidance necessary to implement the amendments made by this section. The Secretary and the Chairman may by regulation or guidance provide that the presumption of control shall not extend to particular classes of transactions, such as corporate reorganizations, if either determines that applying such amendments to such transactions is not necessary to carry out the purposes of such amendments.

(2) EFFECTIVE DATE- The amendments made by this section shall take effect on the date of the enactment of this Act.

SEC. 102. AUTHORIZING SPECIAL MEASURES AGAINST FOREIGN JURISDICTIONS, FINANCIAL INSTITUTIONS, AND OTHERS THAT IMPEDE UNITED STATES TAX ENFORCEMENT.

Section 5318A of title 31, United States Code, is amended--

(1) by striking the section heading and inserting the following:

`Sec. 5318A. Special measures for jurisdictions, financial institutions, or international transactions that are of primary money laundering concern or impede United States tax enforcement';

(2) in subsection (a), by striking the subsection heading and inserting the following:

`(a) Special Measures To Counter Money Laundering and Efforts To Impede United States Tax Enforcement- ';

(3) in subsection (c), by striking the subsection heading and inserting the following:

`(c) Consultations and Information To Be Considered in Finding Jurisdictions, Institutions, Types of Accounts, or Transactions To Be of Primary Money Laundering Concern or To Be Impeding United States Tax Enforcement- ';

(4) in subsection (a)(1), by inserting `or is impeding United States tax enforcement' after `primary money laundering concern';

(5) in subsection (a)(4)--

(A) in subparagraph (A)--

(i) by inserting `in matters involving money laundering,' before `shall consult'; and

(ii) by striking `and' at the end;

(B) by redesignating subparagraph (B) as subparagraph (C); and

(C) by inserting after subparagraph (A) the following:

`(B) in matters involving United States tax enforcement, shall consult with the Commissioner of the Internal Revenue Service, the Secretary of State, the Attorney General of the United States, and in the sole discretion of the Secretary, such other agencies and interested parties as the Secretary may find to be appropriate; and';

(6) in each of paragraphs (1)(A), (2), (3), and (4) of subsection (b), by inserting `or to be impeding United States tax enforcement' after `primary money laundering concern' each place that term appears;

(7) in subsection (b), by striking paragraph (5) and inserting the following:

`(5) PROHIBITIONS OR CONDITIONS ON OPENING OR MAINTAINING CERTAIN CORRESPONDENT OR PAYABLE-THROUGH ACCOUNTS OR AUTHORIZING CERTAIN CREDIT CARDS- If the Secretary finds a jurisdiction outside of the United States, 1 or more financial institutions operating outside of the United States, or 1 or more classes of transactions within or involving a jurisdiction outside of the United States to be of primary money laundering concern or to be impeding United States tax enforcement, the Secretary, in consultation with the Secretary of State, the Attorney General of the United States, and the Chairman of the Board of Governors of the Federal Reserve System, may prohibit, or impose conditions upon--

`(A) the opening or maintaining in the United States of a correspondent account or payable-through account; or

`(B) the authorization, approval, or use in the United States of a credit card, charge card, debit card, or similar credit or debit financial instrument by any domestic financial institution, financial agency, or credit card company or association, for or on behalf of a foreign banking institution, if such correspondent account, payable-through account, credit card, charge card, debit card, or similar credit or debit financial instrument, involves any such jurisdiction or institution, or if any such transaction may be conducted through such correspondent account, payable-through account, credit card, charge card, debit card, or similar credit or debit financial instrument.'; and

(8) in subsection (c)(1), by inserting `or is impeding United States tax enforcement' after `primary money laundering concern';

(9) in subsection (c)(2)(A)--

(A) in clause (ii), by striking `bank secrecy or special regulatory advantages' and inserting `bank, tax, corporate, trust, or financial secrecy or regulatory advantages';

(B) in clause (iii), by striking `supervisory and counter-money' and inserting `supervisory, international tax enforcement, and counter-money';

(C) in clause (v), by striking `banking or secrecy' and inserting `banking, tax, or secrecy'; and

(D) in clause (vi), by inserting `, tax treaty, or tax information exchange agreement' after `treaty';

(10) in subsection (c)(2)(B)--

(A) in clause (i), by inserting `or tax evasion' after `money laundering'; and

(B) in clause (iii), by inserting `, tax evasion,' after `money laundering'; and

(11) in subsection (d), by inserting `involving money laundering, and shall notify, in writing, the Committee on Finance of the Senate and the Committee on Ways and Means of the House of Representatives of any such action involving United States tax enforcement' after `such action'.

SEC. 103. ALLOWING MORE TIME FOR INVESTIGATIONS INVOLVING OFFSHORE SECRECY JURISDICTIONS.

(a) In General- Section 6501(c) is amended by adding at the end the following new paragraph:

`(11) RETURNS INVOLVING OFFSHORE SECRECY JURISDICTIONS- In the case of a return for a year in which the taxpayer directly or indirectly formed, owned, transferred assets to, was a beneficiary of, or received money or property or the use thereof from a financial account or an entity, including a trust, corporation, limited liability company, partnership, or foundation (other than an entity with shares regularly traded on an established securities market) formed, located, domiciled or operating in an offshore secrecy jurisdiction, the tax may be assessed, or a proceeding in court for the collection of such tax may be begun without assessment, at any time within 6 years after the return was filed.'.

(b) Effective Date- The amendment made by this section shall apply to--

(1) returns filed after the date of the enactment of this Act, and

(2) returns filed on or before such date if the period specified in section 6501 of the Internal Revenue Code of 1986 (determined without regard to the amendments made by subsection (a)) for assessment of such taxes has not expired as of such date.

SEC. 104. REPORTING UNITED STATES BENEFICIAL OWNERS OF FOREIGN OWNED FINANCIAL ACCOUNTS.

(a) In General- Subpart B of part III of subchapter A of chapter 61 is amended by inserting after section 6045 the following new sections:

`SEC. 6045A. RETURNS REGARDING UNITED STATES BENEFICIAL OWNERS OF FOREIGN OWNED FINANCIAL ACCOUNTS.

`(a) Requirement of Return- If--

`(1) any withholding agent under sections 1441 and 1442 has the control, receipt, custody, disposal, or payment of any amount constituting gross income from sources within the United States of any foreign entity, including a trust, corporation, limited liability company, partnership, or foundation (other than an entity with shares regularly traded on an established securities market), and

`(2) such withholding agent determines for purposes of titles 14, 18, or 31 of the United States Code that a United States person has any beneficial interest in the foreign entity or in the account in such entity's name (hereafter in this section referred to as `United States beneficial owner'),

then the withholding agent shall make a return according to the forms or regulations prescribed by the Secretary.

`(b) Required Information- For purposes of subsection (a) the information required to be included on the return shall include--

`(1) the name, address, and, if known, the taxpayer identification number of the United States beneficial owner,

`(2) the known facts pertaining to the relationship of such United States beneficial owner to the foreign entity and the account,

`(3) the gross amount of income from sources within the United States (including gross proceeds from brokerage transactions), and

`(4) such other information as the Secretary may by forms or regulations provide.

`(c) Statements To Be Furnished to Beneficial Owners With Respect to Whom Information Is Required To Be Reported- A withholding agent required to make a return under subsection (a) shall furnish to each United States beneficial owner whose name is required to be set forth in such return a statement showing--

`(1) the name, address, and telephone number of the information contact of the person required to make such return, and

`(2) the information required to be shown on such return with respect to such United States beneficial owner.

The written statement required under the preceding sentence shall be furnished to the United States beneficial owner on or before January 31 of the year following the calendar year for which the return under subsection (a) was required to be made. In the event the person filing such return does not have a current address for the United States beneficial owner, such written statement may be mailed to the address of the foreign entity.

`(d) Cross Reference-

`For provisions relating to penalties for failure to file returns and reports, see sections 6721, 7203, and 7206(1).

`SEC. 6045B. RETURNS BY FINANCIAL INSTITUTIONS REGARDING ESTABLISHMENT OF ACCOUNTS AND CREATION OF ENTITIES IN OFFSHORE SECRECY JURISDICTIONS.

`(a) Requirement of Return- Any financial institution directly or indirectly--

`(1) opening a bank, brokerage, or other financial account, or

`(2) forming or acquiring an entity, including a trust, corporation, limited liability company, partnership, or foundation (other than an entity with shares regularly traded on an established securities market),

in an offshore secrecy jurisdiction at the direction of, on behalf of, or for the benefit of a United States person shall make a return according to the forms or regulations prescribed by the Secretary.

`(b) Required Information- For purposes of subsection (a) the information required to be included on the return shall include--

`(1) the name, address, and taxpayer identification number of such United States person,

`(2) the name and address of the financial institution at which a financial account is opened, the type of account, the account number, the name under which the account was opened, and the amount of the initial deposit,

`(3) the name and address of an entity formed or acquired, the type of entity, and the name and address of any company formation agent or other professional employed to form or acquire the entity, and

`(4) such other information as the Secretary may by forms or regulations provide.

`(c) Statements To Be Furnished to United States Persons With Respect to Whom Information Is Required To Be Reported- A financial institution required to make a return under subsection (a) shall furnish to each United States person whose name is required to be set forth in such return a statement showing--

`(1) the name, address, and telephone number of the information contact of the person required to make such return, and

`(2) the information required to be shown on such return with respect to such United States person.

The written statement required under the preceding sentence shall be furnished to such United States person on or before January 31 of the year following the calendar year for which the return under subsection (a) was required to be made.

`(d) Exemption- The Secretary may by regulations exempt any class of United States persons or any class of accounts or entities from the requirements of this section if the Secretary determines that applying this section to such persons, accounts, or entities is not necessary to carry out the purposes of this section.

`(e) Cross Reference-

`For provisions relating to penalties for failure to file returns and reports required under this section, see sections 6721, 7203, and 7206(1).'.

(b) Clerical Amendment- The table of sections for such subpart is amended by inserting after the item relating to section 6045 the following new items:

`Sec. 6045A. Returns regarding United States beneficial owners of foreign owned financial accounts.

`Sec. 6045B. Returns by financial institutions regarding establishment of accounts and creation of entities in offshore secrecy jurisdictions.'.

(c) Additional Penalties-

(1) ADDITIONAL PENALTIES ON BANKS- Section 5239(b)(1) of the Revised Statutes (12 U.S.C. 93(b)(1)) is amended by inserting `or any of the provisions of section 6045B of the Internal Revenue Code of 1986,' after `any regulation issued pursuant to,'.

(2) ADDITIONAL PENALTIES ON SECURITIES FIRMS- Section 21(d)(3)(A) of the Securities Exchange Act of 1934 (15 U.S.C. 78u(d)(3)(A)) is amended by inserting `any of the provisions of section 6045B of the Internal Revenue Code of 1986,' after `the rules or regulations thereunder,'.

(d) Regulatory Authority and Effective Date-

(1) REGULATORY AUTHORITY- Not later than 180 days after the date of the enactment of this Act, the Secretary of the Treasury shall adopt regulations, forms, or other guidance necessary to implement this section.

(2) EFFECTIVE DATE- Section 6045A of the Internal Revenue Code of 1986 (as added by this section) and the amendment made by subsection (c)(1) shall take effect with respect to amounts paid into foreign owned accounts after December 31 of the year of the date of the enactment of this Act. Section 6045B of such Code (as so added) and the amendment made by subsection (c)(2) shall take effect with respect to accounts opened or entities formed or acquired after December 31 of the year of the date of the enactment of this Act.

SEC. 105. PREVENTING MISUSE OF FOREIGN TRUSTS FOR TAX EVASION.

(a) Attribution of Trust Protector Powers to Grantors- Section 672 is amended by redesignating subsection (f) as subsection (g) and by inserting after subsection (e) the following new subsection:

`(f) Grantor Treated as Holding Any Power or Interest of Trust Protector or Enforcer- For purposes of this subpart, a grantor shall be treated as holding any power or interest held by any trust protector or trust enforcer or similar person appointed to advise, influence, oversee, or veto the actions of the trustee.'.

(b) Treatment of United States Recipients of Foreign Trust Assets as Trust Beneficiaries- Section 679 is amended by redesignating subsections (c) and (d) as subsections (d) and (e), respectively, and by inserting after subsection (b) the following new subsection:

`(c) Certain United States Persons Treated as Beneficiaries- Any United States person receiving from a foreign trust cash or other property, or receiving the use thereof, shall be treated as a beneficiary of such trust regardless of whether such person is a named beneficiary, except to the extent that such person paid fair market value for the benefit received.'.

(c) Treatment of Foreign Trust Transfers of Real Estate, Artwork, or Jewelry Consistently With Transfers of Securities- Section 643(i)(1) is amended by striking `or marketable securities' and inserting `or other property, including real estate, marketable securities, artwork, jewelry, and other personal property,'.

(d) Treatment of Trusts With Future or Contingent United States Beneficiaries- Section 679(a)(1) is amended--

(1) by inserting `or for any subsequent year' after `such year', and

(2) by inserting `(including a contingent beneficiary)' after `beneficiary'.

SEC. 106. LIMITATION ON LEGAL OPINION PROTECTION FROM PENALTIES WITH RESPECT TO TRANSACTIONS INVOLVING OFFSHORE SECRECY JURISDICTIONS.

(a) In General- Section 6664 is amended by adding at the end the following new subsection:

`(e) Certain Opinions May Not Be Relied Upon- For purposes of this part, an opinion of a tax advisor may not be relied upon to establish that there was reasonable cause for any portion of an underpayment, or that the taxpayer acted in good faith with respect to such portion, if such portion is attributable to a transaction any part of which involves an entity or financial account in an offshore secrecy jurisdiction.'.

(b) Regulatory Authority- The Secretary of the Treasury may by regulation or guidance provide that subsection (e) of section 6664 of the Internal Revenue Code of 1986, as added by subsection (a), does not apply to legal opinions that express a confidence level that substantially exceeds the `more likely than not' confidence level; or that such subsection does not apply to classes of transactions, such as corporate reorganizations, where the Secretary determines that applying such subsection to such transactions is not necessary to carry out the purposes of such subsection.

TITLE II--OTHER MEASURES TO COMBAT TAX HAVEN AND TAX SHELTER ABUSES

SEC. 201. PENALTY FOR FAILING TO DISCLOSE OFFSHORE HOLDINGS.

(a) Securities Exchange Act of 1934- Section 21(d)(3)(B) of the Securities Exchange Act of 1934 (15 U.S.C. 78u(d)(3)(B)) is amended by adding at the end the following:

`(iv) FOURTH TIER- Notwithstanding clauses (i), (ii), and (iii), the amount of the penalty for each such violation shall not exceed $1,000,000 for any person if the violation described in subparagraph (A) involved a knowing failure to disclose any holding or transaction involving equity or debt instruments of an issuer and known by such person to involve a foreign entity, including any trust, corporation, limited liability company, partnership, or foundation that is directly or indirectly controlled by such person, and which would have been otherwise subject to disclosure by such person under this title.'.

(b) Securities Act of 1933- Section 20(d)(2) of the Securities Act of 1933 (15 U.S.C. 77t(d)(2)) is amended by adding at the end the following:

`(D) FOURTH TIER- Notwithstanding subparagraphs (A), (B), and (C), the amount of penalty for each such violation shall not exceed $1,000,000 for any person, if the violation described in paragraph (1) involved a knowing failure to disclose any holding or transaction involving equity or debt instruments of an issuer and known by such person to involve a foreign entity, including any trust, corporation, limited liability company, partnership, or foundation, directly or indirectly controlled by such person, and which would have been otherwise subject to disclosure by such person under this title.'.

(c) Investment Company Act of 1940- Section 9(d)(2) of the Investment Company Act of 1940 (15 U.S.C. 80a-9(d)(2)) is amended by adding at the end the following:

`(D) FOURTH TIER- Notwithstanding subparagraphs (A), (B), and (C), the amount of penalty for each such violation shall not exceed $1,000,000 for any person, if the violation described in paragraph (1) involved a knowing failure to disclose any holding or transaction involving equity or debt instruments of an issuer and known by such person to involve a foreign entity, including any trust, corporation, limited liability company, partnership, or foundation, directly or indirectly controlled by such person, and which would have been otherwise subject to disclosure by such person under this title.'.

(d) Investment Advisers Act of 1940- Section 203(i)(2) of the Investment Advisers Act of 1940 (15 U.S.C. 80b-3(i)(2)) is amended by adding at the end the following:

`(D) FOURTH TIER- Notwithstanding subparagraphs (A), (B), and (C), the amount of penalty for each such violation shall not exceed $1,000,000 for any person, if the violation described in paragraph (1) involved a knowing failure to disclose any holding or transaction involving equity or debt instruments of an issuer and known by such person to involve a foreign entity, including any trust, corporation, limited liability company, partnership, or foundation, directly or indirectly controlled by such person, and which would have been otherwise subject to disclosure by such person under this title.'.

SEC. 202. DEADLINE FOR ANTI-MONEY LAUNDERING RULE FOR HEDGE FUNDS AND PRIVATE EQUITY FUNDS.

(a) In General- Not later than 180 days after the date of the enactment of this Act, the Secretary of the Treasury, in consultation with the Chairman of the Securities and Exchange Commission and the Chairman of the Commodity Futures Trading Commission, shall publish a final rule in the Federal Register requiring unregistered investment companies, including hedge funds or private equity funds, to establish anti-money laundering programs and submit suspicious activity reports under subsections (g) and (h) of section 5318 of title 31, United States Code.

(b) Contents- The final rule published under this section--

(1) shall require, at a minimum, that to safeguard against terrorist financing and money laundering, all unregistered investment companies shall--

(A) use due diligence to identify and evaluate any foreign person (including the nominal and beneficial owner or beneficiary of a foreign corporation, partnership, trust, or other foreign entity) planning to supply or supplying funds to be invested with the advice or assistance of that unregistered investment company; and

(B) be subject to section 5318(k)(2) of title 31, United States Code; and

(2) may incorporate aspects of the proposed rule for unregistered investment companies published in the Federal Register on September 26, 2002 (67 Fed. Reg. 60617) (relating to anti-money laundering programs).

(c) Definitions- In this section--

(1) the terms `investment company' and `issuer' have the same meanings as in section 2 of the Investment Company Act of 1940 (15 U.S.C. 80a-2); and

(2) the term `unregistered investment company' means an issuer that would be an investment company, but for the exclusion under paragraph (1) or (7) of section 3(c) of the Investment Company Act of 1940 (15 U.S.C. 80a-3(c)).

SEC. 203. ANTI-MONEY LAUNDERING REQUIREMENTS FOR FORMATION AGENTS.

(a) Anti-Money Laundering Obligations for Formation Agents- Section 5312(a)(2) of title 31, United States Code, is amended, by--

(1) in subparagraph (Y), by striking `or' at the end;

(2) by redesignating subparagraph (Z) as subparagraph (AA); and

(3) by inserting after subparagraph (Y) the following:

`(Z) persons involved in forming new corporations, limited liability companies, partnerships, trusts, or other legal entities; or'.

(b) Deadline for Anti-Money Laundering Rule for Formation Agents- Not later than 90 days after the date of the enactment of this Act, after consulting with the Attorney General of the United States, the Commissioner of the Internal Revenue Service, and Chairman of the Securities and Exchange Commission, the Secretary of the Treasury shall publish a proposed rule in the Federal Register requiring persons described in section 5312(a)(2)(Z) of title 31, United States Code, as added by this section, to establish anti-money laundering programs under subsection (h) of section 5318 of that title. The Secretary shall publish such rule in final form in the Federal Register not later than 180 days after the date of the enactment of this Act.

SEC. 204. STRENGTHENING SUMMONS IN CASES INVOLVING OFFSHORE SECRECY JURISDICTIONS.

(a) In General- Subsection (f) of section 7609 is amended to read as follows:

`(f) Additional Requirement in the Case of a John Doe Summons-

`(1) GENERAL RULE- Any summons described in subsection (c)(1) which does not identify the person with respect to whose liability the summons is issued may be served only after a court proceeding in which the Secretary establishes that--

`(A) the summons relates to the investigation of a particular person or ascertainable group or class of persons,

`(B) there is a reasonable basis for believing that such person or group or class of persons may fail or may have failed to comply with any provision of any internal revenue law, and

`(C) the information sought to be obtained from the examination of the records or testimony (and the identity of the person or persons with respect to whose liability the summons is issued) is not readily available from other sources.

`(2) EXCEPTION- Paragraph (1) shall not apply to any summons which specifies that it is limited to information regarding a United States correspondent account (as defined in section 5318A(e)(1)(B) of title 31, United States Code) or a United States payable-through account (as defined in section 5318A(e)(1)(C) of such title) of a financial institution in an offshore secrecy jurisdiction.

`(3) PRESUMPTION IN CASES INVOLVING OFFSHORE SECRECY JURISDICTIONS- For purposes of this section, in any case in which the particular person or ascertainable group or class of persons have financial accounts in or transactions related to offshore secrecy jurisdictions, there shall be a presumption that there is a reasonable basis for believing that such person or group or class of persons may fail or may have failed to comply with provisions of internal revenue law.

`(4) PROJECT JOHN DOE SUMMONSES-

`(A) IN GENERAL- Notwithstanding the requirements of paragraph (1), the Secretary may issue a summons described in paragraph (1) if the summons--

`(i) relates to a project which is approved under subparagraph (B),

`(ii) is issued to a person who is a member of the group or class established under subparagraph (B)(i), and

`(iii) is issued within 3 years of the date on which such project was approved under subparagraph (B).

`(B) APPROVAL OF PROJECTS- A project may only be approved under this subparagraph after a court proceeding in which the Secretary establishes that--

`(i) any summons issues with respect to the project will be issued to a member of an ascertainable group or class of persons, and

`(ii) any summons issued with respect to such project will meet the requirements of subparagraphs (A), (B), and (C) of paragraph (1).

`(C) EXTENSION- Upon application of the Secretary, the court may extend the time for issuing such summonses under subparagraph (A)(i) for additional 3-year periods, but only if the court continues to exercise oversight of such project under subparagraph (D).

`(D) ONGOING COURT OVERSIGHT- During any period in which the Secretary is authorized to issue summonses in relation to a project approved under subparagraph (B) (including during any extension under subparagraph (C)), the Secretary shall report annually to the court on the use of such authority, provide copies of all summonses with such report, and comply with the court's direction with respect to the issuance of any John Doe summons under such project.'.

(b) Jurisdiction of Court-

(1) IN GENERAL- Paragraph (1) of section 7609(h) is amended by inserting after the first sentence the following new sentence: `Any United States district court in which a member of the group or class to which a summons may be issued resides or is found shall have jurisdiction to hear and determine the approval of a project under subsection (f)(4)(B).'.

(2) CONFORMING AMENDMENT- The first sentence of section 7609(h)(1) is amended by striking `(f)' and inserting `(f)(1)'.

(c) Effective Date- The amendments made by this section shall apply to summonses issued after the date of the enactment of this Act.

(d) GAO Report- Not later than the date which is 5 years after the date of the enactment of this Act, the Comptroller General of the United States shall issue a report on the implementation of section 7609(f)(4) of the Internal Revenue Code of 1986, as added by this section.

SEC. 205. IMPROVING ENFORCEMENT OF FOREIGN FINANCIAL ACCOUNT REPORTING.

(a) Clarifying the Connection of Foreign Financial Account Reporting to Tax Administration- Paragraph (4) of section 6103(b) (relating to tax administration) is amended by adding at the end the following new sentence:

`For purposes of clause (i), section 5314 of title 31, United States Code, and sections 5321 and 5322 of such title (as such sections pertain to such section 5314), shall be considered to be an internal revenue law.'.

(b) Simplifying the Calculation of Foreign Financial Account Reporting Penalties- Section 5321(a)(5)(D)(ii) of title 31, United States Code, is amended by striking `the balance in the account at the time of the violation' and inserting `the highest balance in the account during the reporting period to which the violation relates'.

(c) Clarifying the Use of Suspicious Activity Reports Under the Bank Secrecy Act for Civil Tax Law Enforcement- Section 5319 of title 31, United States Code, is amended by inserting `the civil and criminal enforcement divisions of the Internal Revenue Service,' after `including'.

TITLE III--COMBATING TAX SHELTER PROMOTERS

SEC. 301. PENALTY FOR PROMOTING ABUSIVE TAX SHELTERS.

(a) Penalty for Promoting Abusive Tax Shelters- Section 6700 (relating to promoting abusive tax shelters, etc.) is amended--

(1) by redesignating subsections (b) and (c) as subsections (d) and (e), respectively,

(2) by striking `a penalty' and all that follows through the period in the first sentence of subsection (a) and inserting `a penalty determined under subsection (b)', and

(3) by inserting after subsection (a) the following new subsections:

`(b) Amount of Penalty; Calculation of Penalty; Liability for Penalty-

`(1) AMOUNT OF PENALTY- The amount of the penalty imposed by subsection (a) shall not exceed 150 percent of the gross income derived (or to be derived) from such activity by the person or persons subject to such penalty.

`(2) CALCULATION OF PENALTY- The penalty amount determined under paragraph (1) shall be calculated with respect to each instance of an activity described in subsection (a), each instance in which income was derived by the person or persons subject to such penalty, and each person who participated in such an activity.

`(3) LIABILITY FOR PENALTY- If more than 1 person is liable under subsection (a) with respect to such activity, all such persons shall be jointly and severally liable for the penalty under such subsection.

`(c) Penalty Not Deductible- The payment of any penalty imposed under this section or the payment of any amount to settle or avoid the imposition of such penalty shall not be considered an ordinary and necessary expense in carrying on a trade or business for purposes of this title and shall not be deductible by the person who is subject to such penalty or who makes such payment.'.

(b) Conforming Amendment- Section 6700(a) is amended by striking the last sentence.

(c) Effective Date- The amendments made by this section shall apply to activities after the date of the enactment of this Act.

SEC. 302. PENALTY FOR AIDING AND ABETTING THE UNDERSTATEMENT OF TAX LIABILITY.

(a) In General- Section 6701(a) (relating to imposition of penalty) is amended--

(1) by inserting `the tax liability or' after `respect to,' in paragraph (1),

(2) by inserting `aid, assistance, procurement, or advice with respect to such' before `portion' both places it appears in paragraphs (2) and (3), and

(3) by inserting `instance of aid, assistance, procurement, or advice or each such' before `document' in the matter following paragraph (3).

(b) Amount of Penalty- Subsection (b) of section 6701 (relating to penalties for aiding and abetting understatement of tax liability) is amended to read as follows:

`(b) Amount of Penalty; Calculation of Penalty; Liability for Penalty-

`(1) AMOUNT OF PENALTY- The amount of the penalty imposed by subsection (a) shall not exceed 150 percent of the gross income derived (or to be derived) from such aid, assistance, procurement, or advice provided by the person or persons subject to such penalty.

`(2) CALCULATION OF PENALTY- The penalty amount determined under paragraph (1) shall be calculated with respect to each instance of aid, assistance, procurement, or advice described in subsection (a), each instance in which income was derived by the person or persons subject to such penalty, and each person who made such an understatement of the liability for tax.

`(3) LIABILITY FOR PENALTY- If more than 1 person is liable under subsection (a) with respect to providing such aid, assistance, procurement, or advice, all such persons shall be jointly and severally liable for the penalty under such subsection.'.

(c) Penalty Not Deductible- Section 6701 is amended by adding at the end the following new subsection:

`(g) Penalty Not Deductible- The payment of any penalty imposed under this section or the payment of any amount to settle or avoid the imposition of such penalty shall not be considered an ordinary and necessary expense in carrying on a trade or business for purposes of this title and shall not be deductible by the person who is subject to such penalty or who makes such payment.'.

(d) Effective Date- The amendments made by this section shall apply to activities after the date of the enactment of this Act.

SEC. 303. PROHIBITION ON TAX SHELTER PATENTS.

(a) In General- Section 102 of title 35, United States Code, is amended--

(1) by redesignating subsection (g) as subsection (h); and

(2) by inserting after subsection (f) the following:

`(g) the invention is designed to minimize, avoid, defer, or otherwise affect the liability for Federal, State, local, or foreign tax, or'.

(b) Effective Date and Application- The amendment made by this section shall take effect on the date of the enactment of this Act and apply to any application for a patent that has not been granted by that date.

SEC. 304. PROHIBITED FEE ARRANGEMENT.

(a) In General- Section 6701, as amended by this Act, is amended--

(1) by redesignating subsections (f) and (g) as subsections (g) and (h), respectively,

(2) by striking `subsection (a).' in paragraphs (2) and (3) of subsection (g) (as redesignated by paragraph (1)) and inserting `subsection (a) or (f).', and

(3) by inserting after subsection (e) the following new subsection:

`(f) Prohibited Fee Arrangement-

`(1) IN GENERAL- Any person who makes an agreement for, charges, or collects a fee which is for services provided in connection with the internal revenue laws, and the amount of which is calculated according to, or is dependent upon, a projected or actual amount of--

`(A) tax savings or benefits, or

`(B) losses which can be used to offset other taxable income,

shall pay a penalty with respect to each such fee activity in the amount determined under subsection (b).

`(2) RULES- The Secretary may issue rules to carry out the purposes of this subsection and may provide exceptions for fee arrangements that are in the public interest.'.

(b) Effective Date- The amendments made by this section shall apply to fee agreements, charges, and collections made after the date of the enactment of this Act.

SEC. 305. PREVENTING TAX SHELTER ACTIVITIES BY FINANCIAL INSTITUTIONS.

(a) Examinations-

(1) DEVELOPMENT OF EXAMINATION TECHNIQUES- Each of the Federal banking agencies and the Commission shall, in consultation with the Internal Revenue Service, develop examination techniques to detect potential violations of section 6700 or 6701 of the Internal Revenue Code of 1986, by depository institutions, brokers, dealers, and investment advisers, as appropriate.

(2) IMPLEMENTATION- Each of the Federal banking agencies and the Commission shall implement the examination techniques developed under paragraph (1) with respect to each of the depository institutions, brokers, dealers, or investment advisers subject to their enforcement authority. Such examination shall, to the extent possible, be combined with any examination by such agency otherwise required or authorized by Federal law.

(b) Report to Internal Revenue Service- In any case in which an examination conducted under this section with respect to a financial institution or other entity reveals a potential violation, such agency shall promptly notify the Internal Revenue Service of such potential violation for investigation and enforcement by the Internal Revenue Service, in accordance with applicable provisions of law.

(c) Report to Congress- The Federal banking agencies and the Commission shall submit a joint written report to Congress in 2009 and 2012 on their progress in preventing violations of sections 6700 and 6701 of the Internal Revenue Code of 1986, by depository institutions, brokers, dealers, and investment advisers, as appropriate.

(d) Definitions- For purposes of this section--

(1) the terms `broker', `dealer', and `investment adviser' have the same meanings as in section 3 of the Securities Exchange Act of 1934 (15 U.S.C. 78c);

(2) the term `Commission' means the Securities and Exchange Commission;

(3) the term `depository institution' has the same meaning as in section 3(c) of the Federal Deposit Insurance Act (12 U.S.C. 1813(c));

(4) the term `Federal banking agencies' has the same meaning as in section 3(q) of the Federal Deposit Insurance Act (12 U.S.C. 1813(q)); and

(5) the term `Secretary' means the Secretary of the Treasury.

SEC. 306. INFORMATION SHARING FOR ENFORCEMENT PURPOSES.

(a) Promotion of Prohibited Tax Shelters or Tax Avoidance Schemes- Section 6103(h) (relating to disclosure to certain Federal officers and employees for purposes of tax administration, etc.) is amended by adding at the end the following new paragraph:

`(7) DISCLOSURE OF RETURNS AND RETURN INFORMATION RELATED TO PROMOTION OF PROHIBITED TAX SHELTERS OR TAX AVOIDANCE SCHEMES-

`(A) WRITTEN REQUEST- Upon receipt by the Secretary of a written request which meets the requirements of subparagraph (B) from the head of the United States Securities and Exchange Commission, an appropriate Federal banking agency as defined under section 1813(q) of title 12, United States Code, or the Public Company Accounting Oversight Board, a return or return information shall be disclosed to such requestor's officers and employees who are personally and directly engaged in an investigation, examination, or proceeding by such requestor to evaluate, determine, penalize, or deter conduct by a financial institution, issuer, or public accounting firm, or associated person, in connection with a potential or actual violation of section 6700 (promotion of abusive tax shelters), 6701 (aiding and abetting understatement of tax liability), or activities related to promoting or facilitating inappropriate tax avoidance or tax evasion. Such disclosure shall be solely for use by such officers and employees in such investigation, examination, or proceeding. In the discretion of the Secretary, such disclosure may take the form of the participation of Internal Revenue Service employees in a joint investigation, examination, or proceeding with the Securities Exchange Commission, Federal banking agency, or Public Company Accounting Oversight Board.

`(B) REQUIREMENTS- A request meets the requirements of this subparagraph if it sets forth--

`(i) the nature of the investigation, examination, or proceeding,

`(ii) the statutory authority under which such investigation, examination, or proceeding is being conducted,

`(iii) the name or names of the financial institution, issuer, or public accounting firm to which such return information relates,

`(iv) the taxable period or periods to which such return information relates, and

`(v) the specific reason or reasons why such disclosure is, or may be, relevant to such investigation, examination or proceeding.

`(C) FINANCIAL INSTITUTION- For the purposes of this paragraph, the term `financial institution' means a depository institution, foreign bank, insured institution, industrial loan company, broker, dealer, investment company, investment advisor, or other entity subject to regulation or oversight by the United States Securities and Exchange Commission or an appropriate Federal banking agency.'.

(b) Financial and Accounting Fraud Investigations- Section 6103(i) (relating to disclosure to Federal officers or employees for administration of Federal laws not relating to tax administration) is amended by adding at the end the following new paragraph:

`(9) DISCLOSURE OF RETURNS AND RETURN INFORMATION FOR USE IN FINANCIAL AND ACCOUNTING FRAUD INVESTIGATIONS-

`(A) WRITTEN REQUEST- Upon receipt by the Secretary of a written request which meets the requirements of subparagraph (B) from the head of the United States Securities and Exchange Commission or the Public Company Accounting Oversight Board, a return or return information shall be disclosed to such requestor's officers and employees who are personally and directly engaged in an investigation, examination, or proceeding by such requester to evaluate the accuracy of a financial statement or report, or to determine whether to require a restatement, penalize, or deter conduct by an issuer, investment company, or public accounting firm, or associated person, in connection with a potential or actual violation of auditing standards or prohibitions against false or misleading statements or omissions in financial statements or reports. Such disclosure shall be solely for use by such officers and employees in such investigation, examination, or proceeding.

`(B) REQUIREMENTS- A request meets the requirements of this subparagraph if it sets forth--

`(i) the nature of the investigation, examination, or proceeding,

`(ii) the statutory authority under which such investigation, examination, or proceeding is being conducted,

`(iii) the name or names of the issuer, investment company, or public accounting firm to which such return information relates,

`(iv) the taxable period or periods to which such return information relates, and

`(v) the specific reason or reasons why such disclosure is, or may be, relevant to such investigation, examination or proceeding.'.

(c) Effective Date- The amendments made by this section shall apply to disclosures and to information and document requests made after the date of the enactment of this Act.

SEC. 307. DISCLOSURE OF INFORMATION TO CONGRESS.

(a) Disclosure by Tax Return Preparer-

(1) IN GENERAL- Subparagraph (B) of section 7216(b)(1) (relating to disclosures) is amended to read as follows:

`(B) pursuant to any 1 of the following documents, if clearly identified:

`(i) The order of any Federal, State, or local court of record.

`(ii) A subpoena issued by a Federal or State grand jury.

`(iii) An administrative order, summons, or subpoena which is issued in the performance of its duties by--

`(I) any Federal agency, including Congress or any committee or subcommittee thereof, or

`(II) any State agency, body, or commission charged under the laws of the State or a political subdivision of the State with the licensing, registration, or regulation of tax return preparers.'.

(2) EFFECTIVE DATE- The amendment made by this subsection shall apply to disclosures made after the date of the enactment of this Act pursuant to any document in effect on or after such date.

(b) Disclosure by Secretary- Paragraph (2) of section 6104(a) (relating to inspection of applications for tax exemption or notice of status) is amended to read as follows:

`(2) INSPECTION BY CONGRESS-

`(A) IN GENERAL- Upon receipt of a written request from a committee or subcommittee of Congress, copies of documents related to a determination by the Secretary to grant, deny, revoke, or restore an organization's exemption from taxation under section 501 shall be provided to such committee or subcommittee, including any application, notice of status, or supporting information provided by such organization to the Internal Revenue Service; any letter, analysis, or other document produced by or for the Internal Revenue Service evaluating, determining, explaining, or relating to the tax exempt status of such organization (other than returns, unless such returns are available to the public under this section or section 6103 or 6110); and any communication between the Internal Revenue Service and any other party relating to the tax exempt status of such organization.

`(B) ADDITIONAL INFORMATION- Section 6103(f) shall apply with respect to--

`(i) the application for exemption of any organization described in subsection (c) or (d) of section 501 which is exempt from taxation under section 501(a) for any taxable year and any application referred to in subparagraph (B) of subsection (a)(1) of this section, and

`(ii) any other papers which are in the possession of the Secretary and which relate to such application,

as if such papers constituted returns.'.

(c) Effective Date- The amendments made by this section shall apply to disclosures and to information and document requests made after the date of the enactment of this Act.

SEC. 308. TAX OPINION STANDARDS FOR TAX PRACTITIONERS.

Section 330(d) of title 31, United States Code, is amended to read as follows:

`(d) The Secretary of the Treasury shall impose standards applicable to the rendering of written advice with respect to any listed transaction or any entity, plan, arrangement, or other transaction which has a potential for tax avoidance or evasion. Such standards shall address, but not be limited to, the following issues:

`(1) Independence of the practitioner issuing such written advice from persons promoting, marketing, or recommending the subject of the advice.

`(2) Collaboration among practitioners, or between a practitioner and other party, which could result in such collaborating parties having a joint financial interest in the subject of the advice.

`(3) Avoidance of conflicts of interest which would impair auditor independence.

`(4) For written advice issued by a firm, standards for reviewing the advice and ensuring the consensus support of the firm for positions taken.

`(5) Reliance on reasonable factual representations by the taxpayer and other parties.

`(6) Appropriateness of the fees charged by the practitioner for the written advice.

`(7) Preventing practitioners and firms from aiding or abetting the understatement of tax liability by clients.

`(8) Banning the promotion of potentially abusive or illegal tax shelters.'.

SEC. 309. DENIAL OF DEDUCTION FOR CERTAIN FINES, PENALTIES, AND OTHER AMOUNTS.

(a) In General- Subsection (f) of section 162 (relating to trade or business expenses) is amended to read as follows:

`(f) Fines, Penalties, and Other Amounts-

`(1) IN GENERAL- Except as provided in paragraph (2), no deduction otherwise allowable shall be allowed under this chapter for any amount paid or incurred (whether by suit, agreement, or otherwise) to, or at the direction of, a government or entity described in paragraph (4) in relation to the violation of any law or the investigation or inquiry by such government or entity into the potential violation of any law.

`(2) EXCEPTION FOR AMOUNTS CONSTITUTING RESTITUTION- Paragraph (1) shall not apply to any amount which--

`(A) the taxpayer establishes constitutes restitution (including remediation of property) for damage or harm caused by or which may be caused by the violation of any law or the potential violation of any law, and

`(B) is identified as restitution in the court order or settlement agreement.

Identification pursuant to subparagraph (B) alone shall not satisfy the requirement under subparagraph (A). This paragraph shall not apply to any amount paid or incurred as reimbursement to the government or entity for the costs of any investigation or litigation.

`(3) EXCEPTION FOR AMOUNTS PAID OR INCURRED AS THE RESULT OF CERTAIN COURT ORDERS- Paragraph (1) shall not apply to any amount paid or incurred by order of a court in a suit in which no government or entity described in paragraph (4) is a party.

`(4) CERTAIN NONGOVERNMENTAL REGULATORY ENTITIES- An entity is described in this paragraph if it is--

`(A) a nongovernmental entity which exercises self-regulatory powers (including imposing sanctions) in connection with a qualified board or exchange (as defined in section 1256(g)(7)), or

`(B) to the extent provided in regulations, a nongovernmental entity which exercises self-regulatory powers (including imposing sanctions) as part of performing an essential governmental function.

`(5) EXCEPTION FOR TAXES DUE- Paragraph (1) shall not apply to any amount paid or incurred as taxes due.'.

(b) Effective Date- The amendment made by this section shall apply to amounts paid or incurred on or after the date of the enactment of this Act, except that such amendment shall not apply to amounts paid or incurred under any binding order or agreement entered into before such date. Such exception shall not apply to an order or agreement requiring court approval unless the approval was obtained before such date.

TITLE IV--REQUIRING ECONOMIC SUBSTANCE

SEC. 401. CLARIFICATION OF ECONOMIC SUBSTANCE DOCTRINE.

(a) In General- Section 7701 is amended by redesignating subsection (p) as subsection (q) and by inserting after subsection (o) the following new subsection:

`(p) Clarification of Economic Substance Doctrine; etc-

`(1) GENERAL RULES-

`(A) IN GENERAL- In any case in which a court determines that the economic substance doctrine is relevant for purposes of this title to a transaction (or series of transactions), such transaction (or series of transactions) shall have economic substance only if the requirements of this paragraph are met.

`(B) DEFINITION OF ECONOMIC SUBSTANCE- For purposes of subparagraph (A)--

`(i) IN GENERAL- A transaction has economic substance only if--

`(I) the transaction changes in a meaningful way (apart from Federal tax effects) the taxpayer's economic position, and

`(II) the taxpayer has a substantial nontax purpose for entering into such transaction and the transaction is a reasonable means of accomplishing such purpose.

In applying subclause (II), a purpose of achieving a financial accounting benefit shall not be taken into account in determining whether a transaction has a substantial nontax purpose if the origin of such financial accounting benefit is a reduction of income tax.

`(ii) SPECIAL RULE WHERE TAXPAYER RELIES ON PROFIT POTENTIAL- A transaction shall not be treated as having economic substance by reason of having a potential for profit unless--

`(I) the present value of the reasonably expected pre-tax profit from the transaction is substantial in relation to the present value of the expected net tax benefits that would be allowed if the transaction were respected, and

`(II) the reasonably expected pre-tax profit from the transaction exceeds a risk-free rate of return.

`(C) TREATMENT OF FEES AND FOREIGN TAXES- Fees and other transaction expenses and foreign taxes shall be taken into account as expenses in determining pre-tax profit under subparagraph (B)(ii).

`(2) SPECIAL RULES FOR TRANSACTIONS WITH TAX-INDIFFERENT PARTIES-

`(A) SPECIAL RULES FOR FINANCING TRANSACTIONS- The form of a transaction which is in substance the borrowing of money or the acquisition of financial capital directly or indirectly from a tax-indifferent party shall not be respected if the present value of the deductions to be claimed with respect to the transaction is substantially in excess of the present value of the anticipated economic returns of the person lending the money or providing the financial capital. A public offering shall be treated as a borrowing, or an acquisition of financial capital, from a tax-indifferent party if it is reasonably expected that at least 50 percent of the offering will be placed with tax-indifferent parties.

`(B) ARTIFICIAL INCOME SHIFTING AND BASIS ADJUSTMENTS- The form of a transaction with a tax-indifferent party shall not be respected if--

`(i) it results in an allocation of income or gain to the tax-indifferent party in excess of such party's economic income or gain, or

`(ii) it results in a basis adjustment or shifting of basis on account of overstating the income or gain of the tax-indifferent party.

`(3) DEFINITIONS AND SPECIAL RULES- For purposes of this subsection--

`(A) ECONOMIC SUBSTANCE DOCTRINE- The term `economic substance doctrine' means the common law doctrine under which tax benefits under subtitle A with respect to a transaction are not allowable if the transaction does not have economic substance or lacks a business purpose.

`(B) TAX-INDIFFERENT PARTY- The term `tax-indifferent party' means any person or entity not subject to tax imposed by subtitle A. A person shall be treated as a tax-indifferent party with respect to a transaction if the items taken into account with respect to the transaction have no substantial impact on such person's liability under subtitle A.

`(C) EXCEPTION FOR PERSONAL TRANSACTIONS OF INDIVIDUALS- In the case of an individual, this subsection shall apply only to transactions entered into in connection with a trade or business or an activity engaged in for the production of income.

`(D) TREATMENT OF LESSORS- In applying paragraph (1)(B)(ii) to the lessor of tangible property subject to a lease--

`(i) the expected net tax benefits with respect to the leased property shall not include the benefits of--

`(I) depreciation,

`(II) any tax credit, or

`(III) any other deduction as provided in guidance by the Secretary, and

`(ii) subclause (II) of paragraph (1)(B)(ii) shall be disregarded in determining whether any of such benefits are allowable.

`(4) OTHER COMMON LAW DOCTRINES NOT AFFECTED- Except as specifically provided in this subsection, the provisions of this subsection shall not be construed as altering or supplanting any other rule of law, and the requirements of this subsection shall be construed as being in addition to any such other rule of law.

`(5) REGULATIONS- The Secretary shall prescribe such regulations as may be necessary or appropriate to carry out the purposes of this subsection. Such regulations may include exemptions from the application of this subsection.'.

(b) Effective Date- The amendments made by this section shall apply to transactions entered into after the date of the enactment of this Act.

SEC. 402. PENALTY FOR UNDERSTATEMENTS ATTRIBUTABLE TO TRANSACTIONS LACKING ECONOMIC SUBSTANCE, ETC.

(a) In General- Subchapter A of chapter 68 is amended by inserting after section 6662A the following new section:

`SEC. 6662B. PENALTY FOR UNDERSTATEMENTS ATTRIBUTABLE TO TRANSACTIONS LACKING ECONOMIC SUBSTANCE, ETC.

`(a) Imposition of Penalty- If a taxpayer has a noneconomic substance transaction understatement for any taxable year, there shall be added to the tax an amount equal to 40 percent of the amount of such understatement.

`(b) Reduction of Penalty for Disclosed Transactions- Subsection (a) shall be applied by substituting `20 percent' for `40 percent' with respect to the portion of any noneconomic substance transaction understatement with respect to which the relevant facts affecting the tax treatment of the item are adequately disclosed in the return or a statement attached to the return.

`(c) Noneconomic Substance Transaction Understatement- For purposes of this section--

`(1) IN GENERAL- The term `noneconomic substance transaction understatement' means any amount which would be an understatement under section 6662A(b)(1) if section 6662A were applied by taking into account items attributable to noneconomic substance transactions rather than items to which section 6662A would apply without regard to this paragraph.

`(2) NONECONOMIC SUBSTANCE TRANSACTION- The term `noneconomic substance transaction' means any transaction if--

`(A) there is a lack of economic substance (within the meaning of section 7701(p)(1)) for the transaction giving rise to the claimed benefit or the transaction was not respected under section 7701(p)(2), or

`(B) the transaction fails to meet the requirements of any similar rule of law.

`(d) Rules Applicable to Compromise of Penalty-

`(1) IN GENERAL- If the first letter of proposed deficiency which allows the taxpayer an opportunity for administrative review in the Internal Revenue Service Office of Appeals has been sent with respect to a penalty to which this section applies, only the Commissioner of Internal Revenue may compromise all or any portion of such penalty.

`(2) APPLICABLE RULES- The rules of paragraphs (2) and (3) of section 6707A(d) shall apply for purposes of paragraph (1).

`(e) Coordination With Other Penalties- Except as otherwise provided in this part, the penalty imposed by this section shall be in addition to any other penalty imposed by this title.

`(f) Cross References-

`(1) For coordination of penalty with understatements under section 6662 and other special rules, see section 6662A(e).

`(2) For reporting of penalty imposed under this section to the Securities and Exchange Commission, see section 6707A(e).'.

(b) Coordination With Other Understatements and Penalties-

(1) The second sentence of section 6662(d)(2)(A) is amended by inserting `and without regard to items with respect to which a penalty is imposed by section 6662B' before the period at the end.

(2) Subsection (e) of section 6662A is amended--

(A) in paragraph (1), by inserting `and noneconomic substance transaction understatements' after `reportable transaction understatements' both places it appears,

(B) in paragraph (2)(A), by inserting `and a noneconomic substance transaction understatement' after `reportable transaction understatement',

(C) in paragraph (2)(B), by inserting `6662B or' before `6663',

(D) in paragraph (2)(C)(i), by inserting `or section 6662B' before the period at the end,

(E) in paragraph (2)(C)(ii), by inserting `and section 6662B' after `This section',

(F) in paragraph (3), by inserting `or noneconomic substance transaction understatement' after `reportable transaction understatement', and

(G) by adding at the end the following new paragraph:

`(4) NONECONOMIC SUBSTANCE TRANSACTION UNDERSTATEMENT- For purposes of this subsection, the term `noneconomic substance transaction understatement' has the meaning given such term by section 6662B(c).'.

(3) Subsection (e) of section 6707A is amended--

(A) by striking `or' at the end of subparagraph (B), and

(B) by striking subparagraph (C) and inserting the following new subparagraphs:

`(C) is required to pay a penalty under section 6662B with respect to any noneconomic substance transaction, or

`(D) is required to pay a penalty under section 6662(h) with respect to any transaction and would (but for section 6662A(e)(2)(C)) have been subject to penalty under section 6662A at a rate prescribed under section 6662A(c) or under section 6662B,'.

(c) Clerical Amendment- The table of sections for part II of subchapter A of chapter 68 is amended by inserting after the item relating to section 6662A the following new item:

`Sec. 6662B. Penalty for understatements attributable to transactions lacking economic substance, etc.'.

(d) Effective Date- The amendments made by this section shall apply to transactions entered into after the date of the enactment of this Act.

SEC. 403. DENIAL OF DEDUCTION FOR INTEREST ON UNDERPAYMENTS ATTRIBUTABLE TO NONECONOMIC SUBSTANCE TRANSACTIONS.

(a) In General- Section 163(m) (relating to interest on unpaid taxes attributable to nondisclosed reportable transactions) is amended--

(1) by striking `attributable' and all that follows and inserting the following: `attributable to--

`(1) the portion of any reportable transaction understatement (as defined in section 6662A(b)) with respect to which the requirement of section 6664(d)(2)(A) is not met, or

`(2) any noneconomic substance transaction understatement (as defined in section 6662B(c)).', and

(2) by inserting `and Noneconomic Substance Transactions' after `Transactions'.

(b) Effective Date- The amendments made by this section shall apply to transactions after the date of the enactment of this Act in taxable years ending after such date.

END
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  However, since IRS Commissioner Roscoe Egger’s 1982 presentation to Congress, many proposed bills have failed to become law. (George, 2005). 
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A BILL

To amend the Internal Revenue Code of 1986 to treat controlled foreign corporations established in tax havens as domestic corporations. 

Be it enacted by the Senate and House of Representatives of the United States of America in Congress assembled,
SECTION 1. TAX TREATMENT OF CONTROLLED FOREIGN CORPORATIONS ESTABLISHED IN TAX HAVENS.

(a) In General- Subchapter C of chapter 80 of the Internal Revenue Code of 1986 (relating to provisions affecting more than one subtitle) is amended by adding at the end the following new section:

`SEC. 7875. CONTROLLED FOREIGN CORPORATIONS IN TAX HAVENS TREATED AS DOMESTIC CORPORATIONS.

`(a) General Rule- If a controlled foreign corporation is a tax-haven CFC, then, notwithstanding section 7701(a)(4), such corporation shall be treated for purposes of this title as a domestic corporation.

`(b) Tax-Haven CFC- For purposes of this section--

`(1) IN GENERAL- The term `tax-haven CFC' means, with respect to any taxable year, a foreign corporation which--

`(A) was created or organized under the laws of a tax-haven country, and

`(B) is a controlled foreign corporation (determined without regard to this section) for an uninterrupted period of 30 days or more during the taxable year.

`(2) EXCEPTION- The term `tax-haven CFC' does not include a foreign corporation for any taxable year if substantially all of its income for the taxable year is derived from the active conduct of trades or businesses within the country under the laws of which the corporation was created or organized.

`(c) Tax-Haven Country- For purposes of this section--

`(1) IN GENERAL- The term `tax-haven country' means any of the following:

---------------------------------------------------------------

---------------------------------------------------------------

              `Andorra               Guernsey           Panama 

              Anguilla            Isle of Man            Samoa 

   Antigua and Barbuda                 Jersey       San Marino 

                 Aruba                Liberia    Federation of 

   Commonwealth of the        Principality of    Saint Christ- 

               Bahamas          Liechtenstein           opher  

               Bahrain        Republic of the        and Nevis 

              Barbados               Maldives      Saint Lucia 

                Belize                  Malta    Saint Vincent 

               Bermuda        Republic of the          and the 

British Virgin Islands       Marshall Islands       Grenadines 

        Cayman Islands              Mauritius  Republic of the 

          Cook Islands Principality of Monaco       Seychelles 

                Cyprus             Montserrat            Tonga 

   Commonwealth of the      Republic of Nauru Turks and Caicos 

              Dominica            Netherlands      Republic of 

             Gibraltar               Antilles          Vanuatu 

               Grenada                   Niue                  

---------------------------------------------------------------

`(2) SECRETARIAL AUTHORITY- The Secretary may remove or add a foreign jurisdiction from the list of tax-haven countries under paragraph (1) if the Secretary determines such removal or addition is consistent with the purposes of this section.'.

(b) Conforming Amendment- The table of sections for subchapter C of chapter 80 of the Internal Revenue Code of 1986 is amended by adding at the end the following new item:

`Sec. 7875. Controlled foreign corporations in tax havens treated as domestic corporations.'.

(c) Effective Date- The amendments made by this section shall apply to taxable years beginning after December 31, 2008.

END
S.396 
Title: A bill to amend the Internal Revenue Code of 1986 to treat controlled foreign corporations in tax havens as domestic corporations. 
Sponsor: Sen Dorgan, Byron L. [ND] (introduced 1/25/2007)      Cosponsors (5) 
Latest Major Action: 1/25/2007 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.



COSPONSORS(5), ALPHABETICAL [followed by Cosponsors withdrawn]:     (Sort: by date)


Sen Feingold, Russell D. [WI] - 1/25/2007 
Sen Levin, Carl [MI] - 1/25/2007 
Sen Sanders, Bernard [VT] - 9/27/2007 
Sen Webb, Jim [VA] - 2/26/2008 
Sen Whitehouse, Sheldon [RI] - 7/10/2007
Lobbying activities of oil and gas industry

The U.S. Treasury has lost and MNCs have gained hundreds of billions of dollars because of the tax gap. Tables 3 and 4, taken from the Center for Responsive Politics, demonstrate political contributions to the Congress of the Big 2 of petroleum industry: Chevron and Exxon Mobil from 1990 to 2008. At the first glance, it seems that Chevron prefers Republican Party over Democratic (75% over 25%); and Exxon Mobil is on Democratic side (87% over 13%)
.  However, a thorough analysis would need to include which Senators and members of Congress were serving on committees or on sub-committees able to stop legislation opposed to the tax gap, such as the Senate Finance Committee and the Committee on Ways and Means of The House of Representatives. 
Table 5 shows the amounts contributed from the oil and gas industry, Chevron Corporation, Exxon-Mobil, and from Political Action Committees (PACs) to the Senate Finance Committee members in 109th Congress. Only 3 out of 11 Democratic members and 1 out of 10 Republicans on the Committee did not receive funds from the above group. 
The members of Committee on Ways and Means of the House of Representatives and Joint Committee on Taxation do not receive as much as the Senate Finance Committee members do. As an illustration, Table 6 shows contributions for the Committee on Ways and Means members, most of which come from Exxon-Mobil. Only eighteen members of this Committee in the 109th Congress are on Table 6. Contributions from this group for the Joint Committee on Taxation are shown in Table 7. 
Petroleum executives in Bush administration
Protecting the tax gap is not enough for some industries.  America’s petroleum industry corporations have been banned from operating, had properties seized, or have had to re-negotiate contracts in many countries.  Another area for research is the extent to which former petroleum industry executives and directors have made decisions in government in the best interests of some petroleum industry companies but not in the American interest.
I. Vice president – Dick Cheney

Dick Cheney served at the White House as an intern and then as Director of the Office of Economic Opportunity during the Nixon Administration in 1969. Later positions included: White House Staff Assistant in 1971, Assistant Director of the Cost of Living Council in 1973, Deputy Assistant to the President in 1974, and a Congressman of Wyoming in the House of Representative from 1978. Cheney also was Chairman of the House Republican Conference in 1987 and House Minority Whip in 1988 (http://www.whitehouse.gov/vicepresident). He was a Vice President of Bradley, Woods and Company, an investment firm from 1973 to 1974. After leaving the position of Secretary of Defense, Cheney returned to the private sector.  He joined the American Enterprise Institute, where his wife has worked as a senior fellow. Together with Donald Rumsfeld and others, he created a U.S. think tank called Project for the New American Century in 1997. Cheney, more importantly, during 1995 – 2000 periods, served as Chairman and CEO of Halliburton (NYSE: HAL), a leader in the energy market as well as a construction and military service provider. 

Under Cheney’s leadership, Halliburton jumped from 73rd to 18th on the Pentagon’s list of top contractors (Center for Public Integrity). Moreover, the number of Halliburton subsidiaries in Caribbean tax havens increased from 9 to 58 during this period. Due to the increased number of subsidiaries in the Cayman Islands, taxable expense of Halliburton has decreased from $302 million in 1998 to negative $85 million in 1999 (Turnipseed, 2003). 

As being elected Vice President in 2000, Cheney left Halliburton.  The rank of Halliburton on the Pentagon’s contractor list moved from 19th to the 1st in 2003 (Turnipseed, 2003).  Halliburton has received large amounts of money for services in Iraq since the start of the Iraq War.  For example, a no-bid contract to extinguish oil wells fires, whose value was around 10 million dollars, was granted to Kellogg and Root, a subsidiary of Halliburton (Drutman and Cray, 2003). According to Senator Lautenberg’s report, Cheney has received from Halliburton the amount of $205,298 in 2001; $162,392 in 2002; $178,437 in 2003 in the form of deferred salaries. Also, Cheney owned Halliburton stock options of 100,000 shares at $54.5000 (vested), expired 2007; 33,333 shares at $28.1250 (vested), expired in 2008; another 300,000 shares at $39.5000 (vested), expired 2009. Table 8 represents value of Cheney’s stock options from 2003 to 2005 (Lautenberg, 2005).
The relationship between Cheney and the oil industry is not limited to Halliburton transactions. There have been secret meetings of "Energy Task Force", the short name of the National Energy Policy Development Group (NEPDG)
, created by Vice President Cheney in 2000. The objective of NEPDG is to make recommendations to the President on the energy policy of the U.S. The NEPDG has involved petroleum, natural gas, coal, nuclear, electricity industry’s leaders such as: Bechtel, Chevron, American Coal Company, Small Refiners Association, the Coal Council, CSX, Kerr-McGee, Nuclear Energy Institute, the National Mining Association, General Motors, the National Petroleum Council, and well-known lobbyists such as Barbour, Griffith & Rogers (United States General Accounting Office, 2003). Under the persistent requests of Senator Lautenberg and of the General Accounting Office (GAO), Cheney and his allies in the NEPDG had to submit a list of individuals and companies’ representatives who contributed advice to the NEPDG (Appendix D). According to the Center for Responsive Politics, these companies or their employees gave large political contributions to Bush/Cheney campaigns in 2000 (appendix E) and in 2002 (appendix F). 
II. The Secretary of State – Condoleezza Rice

Secretary of State Condoleezza Rice is a former director of the Chevron Corporation (NYSE: CVX).  Rice entered the political world in 1986, at the age of 32, as a Special Assistant to the Director of the Joint Chiefs of Staff. From 1989 to 1991, she was promoted to Director, and then to Senior Director of Soviet and East European Affairs in the National Security Council, and to a Special Assistant to the President for National Security Affairs. From 1991 to 1997, she returned to teaching at Stanford University. From 1991 to 2001, Condoleezza Rice was a director of Chevron Corporation. To honor her talent and contribution, Chevron had named one of its oil tankers Condoleezza Rice, which was later changed to Altair Voyager in 2001. 
[image: image1.png]



Source: http://www.aztlan.net/oiltanker.htm
In addition to her relationship with petroleum industry, Condoleezza Rice also served as a director of other wealthy and famous corporations in diversified industries such as the Carnegie Corporation – a famous trust, the Charles Schwab Corporation – one of the world’s largest discount brokers, Hewlett Packard – information technology production, the Rand Corporation - a nonprofit global policy think tank, the Transamerica Corporation – a parent of many life insurance and investment firms (U.S. Department of State).
Preparing for a return to politics, Condoleezza Rice started with a year off at Stanford University to give a hand in the election campaign of presidential candidate - George W. Bush. The year 2001 officially marks Rice’s return as she was appointed into National Security Adviser by President George W. Bush. In 2000 political contributions of the oil and gas industry reached its peak of more than $26 million, of which 78% was for Republicans during the 1990 – 2008 periods. Chevron’s contribution was 1.5 million in 2000 (The Center for Responsive Politics, 2007)
.  

In November of 2004, President Bush nominated Condoleezza Rice to become the Secretary of State.  In 2005, the Senate consented by a vote of 85 to 13.  In 2004, political contributions from the oil and gas industry to the Congress hit its second largest number of around 20 million dollars of which 80% went to Republicans during 9 year-period. Chevron, in specific, had record of political contributions to 22 of 100 Senators in the same year (The Center for Responsive Politics, 2007).
The promise of secrecy from tax heaven jurisdictions
Tax havens promise secrecy to MNCs.  Tax havens set up incorporating procedures, which keep confidential the information of investors. Investors, regardless of individual or business entities, are able to incorporate electronically subsidiaries in tax havens. Besides the name and address of the corporation, promoters are required to provide the local governmental agencies the corporation’s bank account. Exempted or international companies' information is protected by tax haven governments from public. In general, each company as registering with the government agencies would fill in the log-in form. Those agencies mostly exchange information with registered companies electrically through their portals. Assessment into company’s profile is also limited to certain number of employees.  
Weatherford International Oil Field Services (NYSE: WFT) operated even in Sudan in spite of American laws against such operations by American companies.  In 2007, a reporter for Fortune magazine discovered a Weatherford subsidiary operating in Sudan, a country on the State Department’s list of countries sponsoring terrorism. By registering a subsidiary, named Weatherford Oil Tool Middle East in Bermuda, that subsidiary could then own another subsidiary operating in Sudan.  
Even though information of exempted or international companies can be exchanged with other governments under bilateral agreements, it is solely for criminal investigations. (Owen, 2007). The promise of secrecy is actually a lack of exchange of information of tax haven jurisdictions. According to Jeffrey Owen, director of the Organization for Economic Co-operation and Development’s Center for Tax Policy and Administration (OECD), this lack of exchange of information is the most important reason for MNCs creating offshore subsidiaries. Managements of MNCs want to be certain that their assets and business activities are placed in hand of jurisdictions which will not disclose their information to the tax authorities back home. Over years, developed countries with severe tax evading problems and the OECD have promoted the signing of bilateral and multilateral agreements with tax haven jurisdictions in this information exchanging issue. There are some jurisdictions which are refusing or prolonging the negotiations to enter into information exchanging agreements, such as Andorra, Liechtenstein, Marshall Islands, Monaco, and Singapore. For those tax havens, which are already in agreement, they could refuse to disclose information or make the procedures to obtain information as complicated and time consuming as possible (Owen, 2007). In her testimony before the Senate Finance Committee in 2005, Eileen O’Connor, Assistant Attorney General, stated that in order to obtain banking records and other business documents from foreign countries, the IRS and the Tax Division must make requests to judges on a case-by case basis, pursuant to treaties, if there are any. Sometimes, a subpoena to offshore entities is issued also. It is really a painstaking procedure. If there are no treaties between the U.S. and foreign countries, the U.S. can attempt to use political or economic powers over tax havens for their tax gap investigations. However, the US is also considered as a tax haven for some foreigners in some states such as Nevada and Delaware. So, if the U.S. enforces any requirements for tax abuse investigations in tax haven jurisdictions, they might do the same back to the U.S. Hence, for tax havens without treaties, IRS investigators and Tax Division prosecutors have to rely on their own experience in taking the information they need. Thus, tax evasion investigation and prosecutions have the needs of more resources.  The corporate tax gap and the number of tax abuse cases have been growing since 1973.  Staffing for the IRS, in general, has decreased in recent years.  The number of agents of the examination function have decreased from 13,857 in 1995 to 9,787 in 2004 (around 30%-reduction in 10 years). The number of staff members of the Collection Function decreased approximately 36% in the same period (George, 2005). 
Tax haven jurisdictions have not co-operated with developed countries and with the OECD. Tax gaps in developed countries continue increasing because tax collectors are limited within information exchange agreements among jurisdictions. Meanwhile, operating and investing activities of MNCs are spreading out globally. Investors are earning a great deal of freedom in choosing locations and business strategies to maximize their profit (Avi-Yonah, 2007). 
Chevron case
Chevron Corporation has business activities in approximately 180 countries. In order to take advantage of existing loopholes, it has operated since 1981 approximately 233 subsidiaries in Bermuda, a zero-tax country, of which 202 subsidiaries are still active. Chevron incorporated more than 68% of the 233 Bermuda-based subsidiaries during the two terms of President George W. Bush (table 9). 
For MNCs, having large revenues does not mean having taxable income simultaneously. As long as overseas segment revenues are not transferred back to the parent corporation, the parent corporation is able to report the all revenues to attract more investors along with deferred income tax to the government. Chevron escaped paying income tax on 21.035 billion dollars in earnings from oversea subsidiaries in 2006. If this 21.035 billion dollars of earnings were remitted to U.S., there would have been an increased tax liability of 7.360 billion dollars (at the rate of 35%). The Bermuda government does not have any corporation income tax. Instead, Bermuda charges an annual fee which is calculated on corporation’s assessable capital. With an average of $104 million of earning earnings for each Chevron subsidiary in Bermuda, each Chevron controlled subsidiary would pay the highest fee of $27,825 in 2006
. For all Chevron subsidiaries in Bermuda, Chevron only has to pay approximately the amount of $5,620,650 for $21.035 billion in earnings. Then, Chevron is able to save about $ 7.354 billion in 2006. This tax-saving amount of Chevron may be higher to the extent that Chevron operates subsidiaries in other tax havens. 
CONCLUSIONS
The tax gap has implications for future research in many fields related to accounting, such as:  taxation, financial accounting standards, auditing standards, and financial statement analysis. 

“For Leading Exxon to Its Riches, $144,573 a Day” (Jad Mouawad, New York Times, April 15, 2006) contained the details of Exxon-Mobil’s pension plan for its chairman and chief executive Lee Raymond.  The compensation amounted to more than $686 for Raymond’s services from 1993 to 2005.  This amount did not include salaries, bonuses, and other incentives.  CEOs in other petroleum companies have been given remarkable amounts, such as: $135 million for the chief executive of Occidental Petroleum from 2003-2005, $71 million in salary, bonuses, stock options for chief executive of Chevron in 2005, $14.8 million for Lord Browne of BP and $8.83 million for the head of Royal Dutch Shell, to name a few (The New York Times, 2006, June 14). 
Petroleum companies are not the only companies using tax havens.     
Even during a presidential election year and with a presidential candidate as a co-sponsor of a bill to reduce the tax gap, the corporate media has failed to provide thorough analyses of the causes of the tax gap.  Hopefully, academic researchers will provide the thorough research.
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Table 1: The list of proposed bills
	Bill No.
	Congress
	Sponsor
	Name
	Latest major action

	S. 2498
	107th 
	Sen. Baucus, Max (MT)
	A bill to amend the Internal Revenue Code of 1986 to require adequate disclosure of transactions which have a potential for tax avoidance or evasion, and for other purposes
	6/28/2002 Placed on Senate Legislative Calendar under General Orders. Calendar No. 466.



	H.R. 3599
	108th
	Rep. Emanuel, Rahm (IL-5)
	To prevent corporate auditors from providing tax shelter services to their audit clients.
	12/2/2003 Referred to House subcommittee. Status: Referred to the Subcommittee on Capital Markets, Insurance and Government Sponsored Enterprises.

	H.R. 3650
	108th

	Rep. Emanuel, Rahm (IL-5)
	To amend the Internal Revenue Code of 1986 to curtail the use of tax shelters, and for other purposes.
	11/25/2003 Referred to House committee. Status: Referred to the House Committee on Ways and Means.

	H.R. 4351
	108th

	Rep. Emanuel, Rahm (IL-5)
	To amend the Internal Revenue Code of 1986 to restrict the use of abusive tax shelters
	5/12/2004 Referred to House committee. Status: Referred to the House Committee on Ways and Means.

	S. 1767
	108th

	Sen. Levin, Carl (MI)
	A bill to prevent corporate auditors from providing tax shelter services to their audit clients
	10/21/2003 Referred to Senate committee. Status: Read twice and referred to the Committee on Banking, Housing, and Urban Affairs.

	S. 1937
	108th
	Sen. Baucus, Max (MT)
	A bill to amend the Internal Revenue Code of 1986 to curtail the use of tax shelters, and for other purposes.
	11/24/2003 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.

	S. 2210
	108th

	Sen. Levin, Carl (MI)
	A bill to restrict the use of abusive tax shelters and offshore tax havens to inappropriately avoid Federal taxation, and for other purposes


	3/12/2004 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.

	S.AMDT. 3120 to S. 1637
	108th 
	Sen. Levin, Carl (MI)
	To restrict the use of abusive tax shelters to inappropriately avoid Federal taxation, and for other purposes
	5/11/2004 Senate amendment agreed to. Status: Amendment SA 3120 as modified agreed to in Senate by Voice Vote.

	S. 779


	109th 
	Sen. Dorgan, Byron L. (ND)
	A bill to amend the Internal Revenue Code of 1986 to treat controlled foreign corporations established in tax havens as domestic corporations
	4/13/2005 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.

	S. 1565
	109th

	Sen. Levin, Carl (MI)
	A bill to restrict the use of abusive tax shelters and offshore tax havens to inappropriately avoid Federal taxation, and for other purposes
	7/29/2005 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.

	H.R. 2136
	110th

	Rep. Doggett, Lloyd (TX-25)
	To restrict the use of offshore tax havens and abusive tax shelters to inappropriately avoid Federal taxation, and for other purposes
	6/4/2007 Referred to House subcommittee. Status: Referred to the Subcommittee on Courts, the Internet, and Intellectual Property.

	S. 96
	110th

	Sen. Kerry, John F. (MA)
	A bill to amend the Internal Revenue Code of 1986 to ensure a fairer and simpler method of taxing controlled foreign corporations of United States shareholders, to treat certain foreign corporations managed and controlled in the United States as domestic corporations, to codify the economic substance doctrine, and to eliminate the top corporate income tax rate, and for other purposes
	1/4/2007 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.



	S. 396
	110th

	Sen. Dorgan, Byron L. (ND)
	A bill to amend the Internal Revenue Code of 1986 to treat controlled foreign corporations in tax havens as domestic corporations
	1/25/2007 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.

	S. 681
	110th

	Sen. Levin, Carl (MI)
	A bill to restrict the use of offshore tax havens and abusive tax shelters to inappropriately avoid Federal taxation, and for other purposes
	2/17/2007 Referred to Senate committee. Status: Read twice and referred to the Committee on Finance.


Source: Library of Congress – Thomas 
Table 2: Tax heaven jurisdictions under the Bill S. 396 of Senator Byron Dorgan

	Andorra 
	Gibraltar
	Netherlands Antilles

	Anguilla
	Grenada
	Niue  

	Antigua and Barbuda
	Guernsey
	Panama

	Aruba
	Isle of Man
	Samoa

	Commonwealth of the Panama
	Jersey
	San Marino

	Bahrain
	Liberia
	Federation of Saint Christopher & Nevis

	Barbados
	Principality of Liechtenstein
	Saint Lucia

	Belize
	Republic of the Maldives
	Saint Vincent and the Grenadines

	Bermuda
	Malta
	Republic of the Seychelles

	British Virgin Islands
	Republic of the Marshall Islands
	Tonga

	Cayman Islands
	Mauritius
	Turks and Caicos

	Cook Islands
	Principality of Monaco
	Republic of

	Cyprus
	Montserrat
	Vanuatu

	Commonwealth of the Dominica
	Republic of Nauru 
	


Source: The library of congress - Thomas.
Table 3: Chevron Corporation Contributions
	Election Cycle
	Total Contributions
	Dems
	Repubs
	% to Dems
	% to Repubs

	2006
	$544,943
	$87,268
	$457,675
	16%
	84%

	2004
	$499,242
	$86,511
	$412,731
	17%
	83%

	2002
	$1,307,081
	$328,481
	$978,600
	25%
	75%

	2000
	$1,565,826
	$423,872
	$1,140,954
	27%
	73%

	1998
	$1,248,815
	$326,142
	$922,423
	26%
	74%

	1996
	$1,508,025
	$284,489
	$1,223,203
	19%
	81%

	1994
	$1,137,292
	$368,249
	$768,098
	32%
	68%

	1992
	$1,149,086
	$332,864
	$815,722
	29%
	71%

	1990
	$488,668
	$135,650
	$353,018
	28%
	72%

	TOTAL
	$9,483,351
	$2,379,849
	$7,099,474
	25%
	75%


Source: The Center for Responsive Politics (www.opensecret.org)
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Table 4: Political Contribution of Exxon –Mobil

Bottom of Form

	Election Cycle
	Total Contributions
	Dems
	Repubs
	% to Dems
	% to Repubs

	2006
	$833,182
	$84,092
	$747,490
	10%
	90%

	2004
	$925,666
	$103,082
	$820,134
	11%
	89%

	2002
	$1,182,246
	$109,200
	$1,072,596
	9%
	91%

	2000
	$1,395,155
	$144,550
	$1,245,905
	10%
	89%

	1998
	$1,097,955
	$139,850
	$955,955
	13%
	87%

	1996
	$1,214,581
	$126,939
	$1,085,798
	11%
	89%

	1994
	$1,071,838
	$188,478
	$882,110
	18%
	82%

	1992
	$791,012
	$153,741
	$635,771
	19%
	80%

	1990
	$525,579
	$126,674
	$398,905
	24%
	76%

	TOTAL
	$9,253,864
	$1,235,856
	$8,002,064
	13%
	87%


Source: The Center for Responsive Politics (www.opensecret.org)
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Table 5: Contributions to the Senate Finance Committee in 109th Congress from oil and gas industry

	 
	From Oil & Gas Industry
	From Chevron
	From Exxon-Mobil
	PACs

	Baucus, Max (D-MT)
	$216,600
	
	
	

	Conrad, Kent (D-ND)
	$33,400
	$5,000
	
	

	Bingaman, Jeff (D-NM)
	$121,650
	$10,000
	
	

	Kerry, John (D-MA)
	$9,100
	
	
	

	Lincoln, Blanche (D-AR)
	$7,000
	
	
	

	Stabenow, Debbie (D-MI)
	$1,200
	
	
	

	Cantwell, Maria (D-WA)
	$72,100
	
	
	

	Salazar, Ken (D-CO)
	$2,000
	
	
	

	Rockerfeller, John (D-WV)
	
	
	
	

	Wyden, Ron (D-OR)
	
	
	
	

	Schumer, Charles (D-NY)
	
	
	
	

	Total
	$463,050
	$15,000
	$0
	$0

	 
	
	
	
	

	Grassley, Chuck (R-IA)
	$15,600
	
	
	

	Hatch, Orrin G (R-UT)
	$12,250
	$2,000
	
	$59,000

	Lott, Trent (R-MS)
	$7,000
	$2,000
	$10,000
	$66,000

	Snowe, Olympia J (R-ME)
	$1,250
	
	
	

	Kyl, Jon (R-AZ)
	$8,500
	$2,000
	$14,000
	$83,000

	Smith, Gordon H (R-OR)
	$1,500
	
	
	

	Crapo, Mike (R-ID)
	$26,750
	
	
	

	Roberts, Pat (R-KS)
	$2,500
	
	
	

	Ensign, John (R-NV)
	$19,150
	$3,000
	
	

	Bunning, Jim (R-KY)
	
	
	
	

	Total
	$94,500
	$9,000
	$24,000
	$208,000


Source: The Center for Responsive Politics (www.opensecret.org)

Table 6: Contributions to the Committee of Ways and Means – the House of Representatives
	 
	From Chevron
	From Exxon-Mobil

	Thomas, Bill (R-CA)
	$1,000 
	

	Johnson, Nancy L (R-CT)
	
	$5,000 

	Herger, Wally (R-CA)
	$2,000 
	

	McCrery, Jim (R-LA)
	$2,000
	$5,000 

	Camp, Dave (R-MI)
	
	$3,000 

	English, Phil (R-PA)
	
	$1,000 

	Hayworth, J D (R-AZ)
	$2,000 
	$5,000 

	Lewis, Ron (R-KY)
	
	$1,000 

	Brady, Kevin (R-TX)
	$7,500 
	

	Reynolds, Tom (R-NY)
	
	$2,000 

	Ryan, Paul (R-WI)
	
	$1,000 

	Cantor, Eric (R-VA)
	
	$3,000 

	Hart, Melissa (R-PA)
	
	$2,000 

	Chocola, Chris (R-IN)
	
	$10,000 

	Nunes, Devin Gerald (R-CA)
	$1,500 
	

	Rangel, Charles B (D-NY)
	
	$1,000 

	Tanner, John (D-TN)
	
	$1,000 


Source: The Center for Responsive Politics (www.opensecret.org)

Table 7: Contributions to Joint Committee on Taxation

	 
	From Oil & Gas Industry
	From Chevron
	From Exxon-Mobil
	PACs

	Rangel, Charles B (D-NY)
	
	
	$1,000
	

	McCrery, Jim (R-LA)
	
	
	$5,000
	

	Herger, Wally (R-CA)
	
	$2,000
	
	

	Baucus, Max (D-MT)
	$216,600
	
	
	

	Rockefeller, Jay (D-WV)
	$2,000
	
	
	

	Conrad, Kent (D-ND)
	$33,400
	$5,000
	
	

	Grassley, Chuck (R-IA)
	$15,600
	
	
	

	Hatch, Orrin G (R-UT)
	$12,250
	$2,000
	
	$59,000


Source: The Center for Responsive Politics (www.opensecret.org)

Table 8: Value of Cheney stock option from 2003 to 2005
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Source: Senator Frank Lautenberg (D-NJ) press release (http://lautenberg.senate.gov)
Table 9: Chevron subsidiaries in Bermuda
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Source: Registrar of Companies (http://www.roc.gov.bm/)
Appendix A: Tax year 2001 Federal Tax Gap

[image: image6.emf]
Source: http://www.irs.gov/pub/irs-news/tax_gap_figures.pdf
Appendix B:  The graph of the US Department of State on the oil and natural gas export infra-structure in Central Asia and the Caucasus.
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Appendix C: Oil & Gas: Long-Term Contribution Trends (1990 – 2008)
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	Election Cycle
	Rank†
	Total Contributions
	Contributions from Individuals
	Contributions from PACs
	Soft Money Contributions
	Donations to Democrats
	Donations to Republicans
	% to Dems
	% to Repubs

	2008* 
	18
	$7,688,381 
	$5,131,701 
	$2,556,680 
	N/A 
	$2,088,848 
	$5,597,606 
	27% 
	73% 

	2006* 
	14
	$19,967,379 
	$11,621,870 
	$8,278,509 
	N/A 
	$3,598,995 
	$16,289,380 
	18% 
	82% 

	2004* 
	16
	$25,738,554 
	$18,624,306 
	$7,114,248 
	N/A 
	$5,037,335 
	$20,677,354 
	20% 
	80% 

	2002 
	13
	$24,957,838 
	$8,427,819 
	$6,450,281 
	$10,079,738 
	$5,016,530 
	$19,931,413 
	20% 
	80% 

	2000 
	10
	$34,096,651 
	$11,178,658 
	$6,938,043 
	$15,979,950 
	$7,035,606 
	$26,553,676 
	21% 
	78% 

	1998 
	8
	$21,581,152 
	$6,303,103 
	$6,767,892 
	$8,510,157 
	$5,015,213 
	$16,485,342 
	23% 
	76% 

	1996 
	7
	$25,816,435 
	$9,534,452 
	$6,540,583 
	$9,741,400 
	$5,939,027 
	$19,451,111 
	23% 
	75% 

	1994 
	7
	$17,667,563 
	$6,655,572 
	$6,492,029 
	$4,519,962 
	$6,639,627 
	$11,013,491 
	38% 
	62% 

	1992 
	7
	$20,859,087 
	$8,829,256 
	$6,746,254 
	$5,283,577 
	$7,010,105 
	$13,665,879 
	34% 
	66% 

	1990 
	8
	$10,910,064 
	$4,827,840 
	$6,082,224 
	N/A 
	$4,162,815 
	$6,746,949 
	38% 
	62% 

	Total
	9
	$209,283,104
	$91,134,577
	$63,966,743
	$54,181,784
	$51,544,101
	$156,412,201
	25%
	75%


†These numbers show how the industry ranks in total campaign giving as compared to more than 80 other industries. Rankings are shown only for industries (such as the Automotive industry) -- not for widely encompassing "sectors" (such as Transportation) or more detailed "categories" (like car dealers). *These figures do not include donations of "Levin" funds to state and local party committees. Levin funds were created by the Bipartisan Campaign Reform Act of 2002. METHODOLOGY: The numbers on this page are based on contributions of $200 or more from PACs and individuals to federal candidates and from PAC, soft money and individual donors to political parties, as reported to the Federal Election Commission. While election cycles are shown in charts as 1996, 1998, 2000 etc. they actually represent two-year periods. NOTE: Soft money contributions to the national parties were not publicly disclosed until the 1991-92 election cycle, and were banned by the Bipartisan Campaign Finance Reform Act following the 2002 elections. 

Source: The center for Responsive Politics (www.opensecret.org)
Appendix D: Department of Energy's Summary of Task Force Meetings
Attended by Energy Secretary Abraham

	Date of Meeting 
	Individual/Company 

	2/14/01 
	Jerry Jasinowski, National Association of Manufacturers 

	  
	Mark Whitenton, National Association of Manufacturers 

	  
	Mike Baroody, National Association of Manufacturers 

	  

	3/14/01 
	John Miller, CEO, Miller Energy 

	  
	Bill Myler, Muskegon Development Group 

	  
	Jerry Jordan, Chairman, Independent Petroleum Association of America 

	  
	Barry Russell, President, Independent Petroleum Association of America 

	  
	Frank Mortel, CEO, Michigan Oil and Gas Association 

	  
	Sid Jansma, Jr., CEO, Wolverine Gas and Oil Corporation 

	  

	3/20/01 
	Representatives of Nuclear Energy Institute 

	  
	Joe Colvin, CEO, Nuclear Energy Institute 

	  
	Donald Hintz, CEO, Entergy 

	  
	Charles Pryor Jr., CEO, Westinghouse Electric 

	  
	Christian Poindexter, CEO, Constellation Energy 

	  
	William Coley, President, Duke Power 

	  
	Michael Morris, Chairman, Northeast Utilities 

	  
	William McCormick, Jr., Chairman, CMS Energy 

	  
	Corbin McNeil, Exelon Corporation 

	  
	Marv Fertel, Nuclear Energy Institute 

	  
	John Kane, Nuclear Energy Institute 

	  

	3/28/01 
	Meeting with Municipal and Public Power Authorities 

	  
	Former Rep. Bill Lowery 

	  
	Walt Bussell, Jacksonville Electric Authority 

	  
	Bob Johnston, President, Municipal Electric Authority of Georgia 

	  
	Mark Crisson, Director, Tacoma Public Utilities Commission 

	  
	Jan Shcori, General Manager, Sacramento Municipal Utilities District 

	  
	William Mayben, President, Nebraska Public Power District 

	  
	Gary Zarker, Superintendent, Seattle Municipal Electric Utility 

	  
	Peter Hayes, Manager, Salt River Project 

	  

	4/3/01 
	Fred Fielding 

	  
	Rick Green, CEO, Utilicorp 

	  

	4/3/01 
	Robert Murray, American Coal Co. 

	  
	Blair Gardner, American Coal Co. 

	  

	4/25/01 
	Meeting with Coal Producers at White House 

	  

	4/26/01 
	Will Whitsit, President, Domestic Petroleum Council 

	  
	Ray Seegmiller, Cabot Oil & Gas 

	  
	Charles Davidson, Noble Affiliates 

	  
	Ed Segner, EOG Resources 

	  
	Stan Blossom, Kerr-McGee 

	  

	5/16/01 – National Energy Plan released 

	  

	7/12/01 
	William McCormick, CEO, CMS Energy 

	  
	David Mengebier, CMS Energy 

	  
	Norm Saifi, CMS Energy 

	  

	7/26/01 
	Tom Hash, President, Bechtel National 


Source: Department of Energy – Energy Task Force Document
Appendix E: Contributions Related to Task Force Meetings Attended by Energy Secretary Abraham, 2001-2002*
	Organization/Individual
	Total
	Dems
	Repubs**

	Exelon Corp 
	$852,311 
	$264,150 
	$588,161 

	Entergy Corp 
	$587,614 
	$258,764 
	$328,850 

	CMS Energy 
	$483,700 
	$149,875 
	$333,825 

	Kerr-McGee Corp 
	$352,550 
	$32,500 
	$320,050 

	Nuclear Energy Institute 
	$333,916 
	$107,995 
	$225,921 

	Duke Energy 
	$260,897 
	$67,166 
	$192,481 

	Independent Petroleum Assn of America 
	$190,453 
	$8,430 
	$182,023 

	Bechtel National 
	$184,425 
	$132,500 
	$51,925 

	UtiliCorp United 
	$182,050 
	$36,250 
	$145,800 

	Northeast Utilities 
	$177,830 
	$60,323 
	$117,507 

	Constellation Energy 
	$116,700 
	$27,500 
	$89,200 

	American Coal Co 
	$86,500 
	$0 
	$86,500 

	BNFL Nuclear Services 
	$51,000 
	$16,500 
	$34,500 

	National Assn of Manufacturers 
	$46,269 
	$3,000 
	$43,269 

	William D. & Melinda M. Lowery 
	$41,239 
	$0 
	$41,239 

	Miller Energy 
	$22,000 
	$0 
	$22,000 

	Salt River Project 
	$12,600 
	$2,500 
	$10,100 

	Muskegon Development 
	$7,700 
	$0 
	$7,700 

	EOG Resources 
	$5,250 
	$0 
	$5,250 

	Wolverine Gas & Oil Corp 
	$4,000 
	$0 
	$4,000 

	Noble Affiliates 
	$2,973 
	$0 
	$2,973 

	Cabot Oil & Gas 
	$1,500 
	$0 
	$1,500 

	Nebraska Public Power District 
	$1,150 
	$0 
	$1,150 

	Fred Fielding (Wiley, Rein & Fielding) 
	$1,000 
	$0 
	$1,000 


*Based on figures released by the Federal Election Commission on March 11, 2002. Organizations and names supplied by the Department of Energy. When the DoE list mentioned an individual and an organization, the organization's contributions are shown. When only an individual was mentioned, that individual's contributions are shown. List includes only organizations and individuals that made campaign contributions. 

**Includes contributions made to the Bush campaign committee, the Bush-Cheney Inaugural Committee and the Bush-Cheney recount fund. 

Source: The Center for Responsive Politics (www.opensecret.org)

Appendix F: Contributions Related to Task Force Meetings Attended by Energy Secretary Abraham, 2001-2002*
Top of Form

Bottom of Form

	Organization/Individual 
	Total 
	Dems 
	Repubs 

	Exelon Corp 
	$492,475 
	$143,250 
	$349,225 

	Entergy Corp 
	$360,409 
	$152,000 
	$208,409 

	Duke Energy 
	$288,250 
	$76,200 
	$212,050 

	Nuclear Energy Institute 
	$250,671 
	$40,438 
	$210,233 

	CMS Energy 
	$216,915 
	$82,275 
	$134,640 

	Kerr-McGee Corp 
	$208,058 
	$14,500 
	$193,558 

	Bechtel National 
	$103,100 
	$36,000 
	$67,100 

	Northeast Utilities 
	$86,550 
	$18,400 
	$68,150 

	Constellation Energy 
	$68,216 
	$34,666 
	$33,550 

	American Coal Co 
	$54,500 
	$1,000 
	$53,500 

	UtiliCorp United 
	$54,000 
	$2,000 
	$52,000 

	BNFL Nuclear Services 
	$36,260 
	$2,500 
	$33,760 

	William D. & Melinda M. Lowery 
	$23,000 
	$0 
	$23,000 

	Independent Petroleum Assn of America 
	$4,375 
	$0
	$4,375 

	Salt River Project 
	$2,750 
	$0 
	$2,750 

	Miller Energy 
	$2,500 
	$0 
	$2,500 

	National Assn of Manufacturers 
	$750 
	$250 
	$500 

	Muskegon Development 
	$500 
	$0 
	$500 

	Cabot Oil & Gas 
	$500 
	$0 
	$0 


*Based on figures released by the Federal Election Commission on March 11, 2002. Organizations and names supplied by the Department of Energy. When the DoE list mentioned an individual and an organization, the organization's contributions are shown. When only an individual was mentioned, that individual's contributions are shown. List includes only organizations and individuals that made campaign contributions. 

Source: The Center for Responsive Politics (www.opensecret.org)
Appendix G: Bermuda company annual fees

COMPANIES ANNUAL FEES AND RETURNS
DUE JANUARY AND MARCH 2007 

For the convenience of the public, the following is a summary of the Annual Returns and Fees for companies under the Companies Act 1981; The Non-Resident Insurance Undertaking Act, The Exempted Partnerships Act 1992. The Overseas Partnerships Act 1995; The Segregated Accounts Companies Act 2000. 
COMPANIES AMENDMENT (NO.2) ACT 1990 
THE COMPANIES ACT 1981 (FIFTH SCHEDULE) AMENDMENT ORDER 1994 

1. EXEMPTED COMPANIES 
1-1 Every exempted company shall in the month of January forward to the Registrar of Companies a declaration signed on behalf of the company as to the company’s principal business and its assessable capital, together with the appropriate fee payable.
Fifth Schedule 
Where the assessable capital of the exempted company is:-
(i) $0 - $12,000 ...............................................................................................................................................$1,780
(ii) $12,001 -$120,000 .....................................................................................................................................$3,635
(iii) $120,001 - $1,200,000 ...............................................................................................................................$5,610
(iv) $1,200,001 - $12,000,000 ...........................................................................................................................$7,475
(v) $12,000,000 - $100,000,000 ..................................................................................................................... $9,345
(vi) $100,000,001 - $500,000,000 ................................................................................................................. $16,695
(vii) $500,000,001 or more ..............................................................................................................................$27,825
Assessable capital shall be calculated in accordance with the provisions of the companies Amendment (No. 2) Act 1990.
1-2 Where the exempted company has been designated as a FSC under the Internal Revenue Code of the U.S.A. and has submitted to the Registrar a certified copy of the document which evidences such designation:
(i) small foreign sales corporation which does not lease aircraft ...........................................................$ 525
(ii) regular foreign sales corporation which does not least aircraft .......................................................$1,050
(iii) foreign sales corporation small or regular which leases aircraft ......................................................$1,765
1-3 Fees and declarations in respect of Exempted Companies should be delivered to the Registrar of Companies on or before the 31st day of January, 2007.
1-4 Fees submitted after the due date attract a penalty of $300.

2. OVERSEAS (PERMIT) COMPANIES 
2-1 Where the principal business of the permit company is finance business or insurance business or 
in the case of a permit company which is open-ended, mutual fund business ...........................................$3,685
in any other case ..........................................................................................................................................$1,780
2-2 Fees and declarations in respect of Overseas Companies should be delivered to the Registrar of Companies on or before the 31st March, 2007
2-3 Fees submitted after the due date attract a penalty of $300.

3. LOCAL COMPANIES
3-1 Every local company shall in the month of March forward to the Minister of Finance of Return of Shareholdings in a company as at the 31st December, Form 14 signed by two directors.
3-2 Every local company shall no later than the 31st March, 2007 submit to the Registrar of Companies the appropriate fee.
Where the issued capital is 
(i) less than $50,000 ........................................................................................................................................$580
(ii) $50,001 or more but less than $250,000 ....................................................................................................$865
(iii) $250,001 or more but less than $500,000 ...............................................................................................$1,445
(iv) $500,001 or more but less than $1,000,000 .............................................................................................$2,880
(v) $1,000,001 or more but less than $5,000,000 ..........................................................................................$5,760
(vi) $5,000,0001 or more but less than $10,000,000 ...................................................................................$10,975
(vii) $10,000,001 or more .............................................................................................................................$16,460
3-3 The Annual Return and fee should be delivered to the Registrar of Companies, in addition to a filing fee of $40 in respect of the Return.
3-4 Fees submitted after the due date attracts a penalty fee of $150.

4. LOCAL, EXEMPTED AND OVERSEAS (PERMIT) COMPANIES
4-1 Where the company is one which engaging in or carrying on in Bermuda, wholesale trading business in respect of petroleum and other oils or liquefied petroleum gas 
Local Company.……………………............……………....................................................................... $16,460
Exempted Company ……………………….............……....……...........……………………….……....$17,285
Overseas Company …………………………………..............….……...….…...………………..…......$17,285

4-2 A company liable to pay the fees provided for in sub-paragraph A(b) and B(c) of paragraph one, of Part II of the Fifth Schedule must pay those fees in addition to any other fee that the company is liable to pay under section 121 (1) or section 135 (see 1-1 and 2-1).

4-3 Where the companies business includes the management of any unit trust scheme: in respect of each unit trust scheme managed by the company as at 
the date of the declaration under section 131(1) and 121(1) .................................................................................................................$2,595

4.4 NON-RESIDENT INSURANCE UNDERTAKINGS (NRIU)
Every Non-Resident Insurance Undertaking shall no later than 31st March 2007 submit to the Registrar of Companies the amount of $10,000.

5. EXEMPTED PARTNERSHIPS
5-1 An exempted partnership shall, on or before 31st January in each year. Send to the Registrar of Companies a declaration in writing signed by a partner or by a person duly authorised to sign on behalf of the partnership stating the general nature of the business transacted by the exempted partnership, together with the annual fee ……….......................................…...............$2,100

5-2 Subject to sections 11(5), 11(6)(b) and 12 where in any year a partnership fails to pay the annual fee, every partner shall be guilty of an offence and shall be liable on conviction by a court of summary jurisdiction to a fine not exceeding $100 for every day during which the default continues OR the Registrar may accept payment of the sum due together with a penalty of $315.

5-3 Where an exempted partnership fails to send a declaration to the Registrar in compliance with subsection (1) , every partner shall be liable to a penalty of $250.00. 

6. OVERSEAS PARTNERSHIPS
6-1 Every Overseas Partnership shall no later than the 31st January 2007 submit to the Registrar of Companies the amount of ........................................................................................$2,100

6-2 Fees submitted after the due date results in a default fine of $315.

7. SEGREGATED ACCOUNTS COMPANIES
In addition to the annual fee or tax otherwise payable Segregated Accounts Companies shall pay an annual fee of $250.00 in respect of each segregated account operated by the company, subject to a maximum annual fee of $1,000 in the aggregate.

8. GENERAL NOTES
8 -1 All cheques in respect of fees should be made payable to the Accountant General and forwarded to the Registrar of Companies, Government Administration Building, 30 Parliament Street, Hamilton HM 12 by the required dates; similarly all returns mentioned.

8 -2 All U.S. Dollar cheques will be accepted at par with the Bermuda Dollar to companies denominated as Non-Resident under the Exchange Control Act.

8-3 Insurance Business Fees, Trust Company fees, Bank and Deposit Company fees are to be submitted to the Finance Business Planning Dept. of the Bermuda Monetary Authority, 
31Read Street, Hamilton HM 12. 

8-4 Every company must notify the Registrar of the situation of its registered office (which shall not be a post office box) on Form 13.

8-5 EVERY COMPANY SHOULD USE ITS REGISTRATION NUMBER
Source: https://www.roc.gov.bm
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� Joseph H. Guttentag was deputy assistant secretary for international tax affairs in the Clinton Treasury. Previously, he was a senior tax partner in the law firm of Arnold & Porter in Washington and Tokyo. He served as chairman of the Fiscal Committee of the Organization for Economic Cooperation and Development in Paris and as chair of the international tax groups of the U.S. Chamber of Commerce, the American Chamber of Commerce in Japan, and the American Bar Association (Economic Policy Institute, 2006).


� Reuven S. Avi-Yonah is the Irwin I. Cohn Professor of Law and director of the International Tax LLM program at the University of Michigan. He is a graduate of the Hebrew University (B.A. 1983, summa cum laude), Harvard University (Ph.D. in history, 1986), and Harvard Law School (J.D., 1989, magna cum laude) (Economic Policy Institute, 2006).


� Go to Appendix A: for reference


� Go to table 1 for proposed bills listing


� Go to table 2 for list of tax heavens under the Bill S. 396


� Those two tables (3 & 4) show only the amounts contributed by Chevron and Exxon-Mobil to the Congress only. The actual political contributions of those two would be larger including the amounts to the state level and from Political Action Committees (PACs). According to the Center for Responsive Politics, the 2006 total political contributions of Chevron and Exxon-Mobil were 7.4 million and 14.5 million, respectively.


� Go to appendix B for a graph of Department of State on oil and gas export infrastructure issue


� Appendix C: Oil and gas industry’s political contribution from 1990-2008.


� Go to appendix G for Bermuda annual fees in 2006.
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