
AUgUSt 23, 1974

MEMORANDUM TO MR. _WILLENS

SUBJECT: Marlanas Tax System _.

The position of ___Qn is that the

U.S. Internal Revenue eode should be imposed in the M_rianas

either as a territorial tax as in Guam or by direct applica-

tion as if the Marlanas were a state, without any power on

the part of the Marianas to amend sUC_ law. At our August 8,
, . . . .

1974 meeting with.the U.S. negotiators, it was agreed that

we would attemptsto draft a co_promilse proposal whereby-t_

Marianas would adopt the Internal _venue Code as a territorial

.tax but with detrain powers of amendment.
. . . • .. ;

 couaclon

I would.propose as a compromise that (I) the

Marianas adopt the Internal Revenue Code as a territorial
/

tax (2) with theipower of the Marianas legislature to amend

the tax (,3)subject to a congres.ional veto for the first ten

years of the •application of the tax, :_
i

Outline _.of Alternatives :

The following threeealternatives should be considered,

although I have a _:clear preference for the first alternative,•i, m

(i) F0iiowthe .Puerto Rica_ model of adopting the

Internal Revenue Code as a territori_al - tax with the Marlanas
"

_legialature having the right to amend the territorial tax in

its sole discretion. The power to amend could be restriuted

• - . ." °


