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By Archon James Smith
Delta Lambda Boulé

Over the next several years offshore financial-services 
centers in the Caribbean will be under increasing pressure 
from international regulators, led by the OECD countries, to 
dramatically change the manner in which services sectors 
are operated. The clamping down began about a decade ago 
with the publication of OECD’s “Harmful Tax Competition 
Initiative,” which originally called for tax harmonization 
among the major European countries, most of which were 
faced with large public-sector deficits and growing public 
debt. At that time wealthy tax evaders were the principal 
targets; however, many of them held accounts outside of 
Europe in the fifty or so offshore financial centers around 
the world, including some in the Caribbean. The need for 
more tax revenue, particularly by the OECD countries, 
has been further exacerbated by the continuing global 
economic crisis that has devastated public finances every-
where – huge public deficits, negative economic growth, 
high unemployment, falling revenues and escalating costs 
for bailout programs, stimulus packages and increased 
demand for health and social-welfare services.

It is generally thought that only wealthy individuals 
and large corporations are to bridge the widening gap 
between government revenue and expenditure, and plans 
are already under way to raise taxes on the wealthy. The 
UK proposes raising rates from 40 to 50 percent on annual 

incomes exceeding $250,000; the United States proposes 
rolling back the Bush-era tax cuts for the rich; and tax 
increases on the wealthy have already been imposed in The 
Netherlands, France, Italy, Belgium, Ireland and several 
other countries. This is happening at a time when taxpayers 
have lost a sizeable amount of income through decreases in 
real-estate values, stock prices and returns on savings and 
other investments. Judging from discussions at a recent 
G20 meeting in Pittsburgh, there is to be an all-out effort to 
increase banking regulations and the compensation pack-
age paid to bankers. All those initiatives are likely to affect 
financial services in general globally, and particularly in 
the Caribbean offshore sectors.

To increase the tax burden on the rich at a time when 
they are under financial strain is not likely to yield the 
desired results. In the past, when the tax burden has been 
perceived as too heavy, the rich have responded by moving 
as much of their savings and investments as they legally 
can outside their country of residence. Therefore, there 
could be an increase in the demand for the services in 
offshore jurisdictions deemed compliant with international 
standards for transparency.

At the same time, as the wealthy seek tax shelters for 
their assets, governments, particularly the OECD mem-
bers, are likely to increase pressure on offshore centers to 
cooperate in tax matters either by coaxing or coercion. It 
was rumored at the G20 meeting that offshore centers that 
have made no effort to comply with the OECD standards 
may be subject to sanctions. 

Sanctions and other regulatory changes proposed over 
the last few years and since the global recession have 
ranged from the simple request that each center execute 
a minimum of twelve bilateral tax-information exchange 
agreements or a similar number of double-taxation trea-
ties to the establishment of complex regulations and costly 
institutions to implement the new laws. Failure to comply 
could result in being blacklisted at the least, or worse, 
subjected to draconian provisions outlined in the draft of 
the Stop Tax Haven Abuse Bill, cosponsored by President 
Obama when he was in the Senate. That bill would allow 
the U.S. Treasury Department to impose harsh measures 
against financial centers preventing enforcement of U.S. 
laws. The measures are similar to those in the Patriot Act 
and include prohibiting the use of correspondence-banking 
relationships in the United States and restricting the use 
of credit and debit cards and other instruments issued by 
foreign institutions.

Given the current environment, characterized by a firm 
belief on the part of most OECD members that the financial 
crisis was caused in part by inadequate regulatory over-
sight along with the dismantling of controls set in place 
to address financial crises, we can expect more stringent 
oversight in both onshore and offshore jurisdictions. Carib-
bean centers will have to play by the new rules as these 
financial services contribute anywhere from 15 to more 
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than 50 percent of the GDP in some countries; economic 
disaster would ensue if such an important sector were to 
fold. Reform proposals sponsored by the Financial Stability 
Forum, the OECD, the Basel Committee on Banking Super-
vision, the International Accounting Standards Board and 
the International Organization of Securities Commissions 
have called for increased oversight of financial institutions 
with respect to capital adequacy and risk management, 
more transparency in financial transactions and improved 
corporate governance. Above all, they have called for 
initiatives to curb tax evasion, eliminate taxation treaty 
abuses, and regulate the currently unregulated parts of the 
industry such as hedge funds.

If Caribbean offshore centers are to remain in business 
it is critical that they take seriously threats posed by the 
OECD countries, which are much more determined since 
the UBS case in Switzerland, the Julius Baer case in the 
Cayman Islands and the German government’s tax mat-
ter with Liechtenstein. To the extent that the developed 
countries are convinced that billions of their tax dollars 
are lying offshore – dollars that could be used to close their 
fiscal deficits – they will continue to attack and, if neces-
sary, dismantle offshore centers.

Governments in those jurisdictions must avoid being 
placed on the so-called blacklist by instituting those mea-
sures that would make them compliant with international 
standards of transparency and effective tax-information 
exchange. Practitioners must develop more tax-compliant 
products and services, while at the same time denying use 
of their institutions to clients who may be breaking the 
laws of their home countries. Upon achieving compliance, 
every effort should be made to become active participants 
in the decision-making bodies introducing the new rules.

It should be remembered that in spite of our efforts to 
adopt reforms, we can expect regulations will continue 
to become more intrusive, more frequently applied and, 
above all, more targeted against offshore financial-services 
centers.

Delta Lambda Archon James Smith, the former minister of 
finance and Central Bank governor of The Bahamas and chair-
man of Colina Financial Advisers, delivered this address in 
October at the Caribbean Economic Conference.

Archived in crumbling parchments 
of refined ideals, 
lost in the receding mists that 
once cloaked power in mystery, 
timeless ideas languish forgotten, 
save the fading memories 
of a few fading Greeks. 

Remember discretion? 
Once a hallmark  
of discriminating men  
before tell-alls and television 
replaced real life with reality shows. 
There was a time when strangers 
could be called to the test. 
Now the senate babbles like the hoi polloi
and the silence of the sphinx 
may just token her despair.
How would we know if the din 
had deafened our sense to her counsel?
 

Lost in the A rchi v es

The wise man, they say, never tells 
all he knows. The fool tells all 
and knows nothing.
I only know that for all the talk
inflation devalues the word’s worth too
and only an ear’s difference stands
between important and impotent. 

Khephra Burns
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Successfully managing public finances during the worst 
economic recession since the Great Depression demands a 
steady hand on the tiller, especially for local governments 
that are responsible for constructing major public projects 
in a fluid and uncertain banking and financial environment. 
For Durham County, North Carolina, Archon George K. 
Quick of Alpha Tau Boulé is such a steward. As the chief 
financial officer for county government, he has had his 
financial acumen tested time and again, and time and again 
he has creatively maneuvered in a challenging financial 
arena to save Durham’s taxpayers real money. 

Lehman Brothers vanished, Merrill Lynch was pur-
chased by the Bank of America, and AIG was on the brink 
of collapse as Archon Quick was in the throes of locating 
institutional investors to purchase more than $250 million 
of public debt in order to construct schools, libraries, a 
courthouse and a human-services structure. In a conven-
tional public finance environment, simple general obliga-
tion (GO) bonds or certificates of participation (COPs) are 
the preferred instruments of choice. However, these instru-
ments for construction financing typically require that the 
total project debt is issued up front, with repayment of the 
debt beginning immediately. Because of the considerable 
uncertainty in the banking and finance arena, securing 
financing for these projects did not favor the traditional 
methods, although COPs were used.

Amid this grave uncertainty, Archon Quick developed 
a strategy using short-term variable-rate debt, and he 
subsequently reduced the overall interest rate to less than 
2 percent for the human-services structure ($117 million) 

GEORGE QUICK: ON THE CUTTING 
EDGE IN PUBLIC FINANCE

and less than 1.25 percent for the courthouse ($124 million). 
The two projects combined represented the lion’s share of 
the debt issue. The financing plan for the courthouse incor-
porated variable-rate short-term debt, with the flexibility of 
drawing down the funds as needed. Durham’s courthouse 
project will be the first in North Carolina to use this financ-
ing method. Each project’s original interest rate projection 
was between 4.5 and 5 percent, and Archon Quick’s skillful 
negotiation resulted in a savings of five cents on the tax 
rate. The result was that Durham residents enjoyed more 
than $15 million in tax savings.

Notwithstanding Archon Quick’s most recent cutting-
edge financing strategy, he is no stranger to pinching a 
penny on behalf of Durham’s residents. Prior to his financ-
ing maneuvers during the recent banking meltdown, back 
in 2004 he also managed to save county residents $5 million 
by entering into a municipal swap arrangement. The swap 
transaction was executed by Rice Financial, a full-service 
municipal investment-banking firm that specializes in the 
development and implementation of bond transactions. 

The swap instrument is based on the relationship between 
the tax-exempt rate (SIFMA) and the taxable rate (LIBOR). 
Coincidentally, the president and CEO of Rice Financial is 
Archon J. Donald Rice of Zeta Boulé, New York City.  

Staying on the cutting edge in the public-finance arena 
does not come without challenges and often comes with 
anxiety. Archon Quick, in concert with Archon Kenneth 
W. Lewis of Alpha Tau – the legal counsel on the trans-
action – and Archon Rice, successfully worked with the 
state treasurer and the Council of State to execute the first 
municipal-swap transaction in North Carolina. At pres-
ent the Durham County swap is the only swap in North 
Carolina that has not experienced a period of dissavings, 
in spite of the current economic downturn. In fact, the Dur-
ham swap is generating in excess of $2 million for Durham 
County residents in the current fiscal year. As a result of 
Archon Quick’s leadership, Standard & Poor’s and Moody’s 
have consistently given the county a triple-A bond rating. 
Furthermore, Durham County is one of only forty-four 
counties in the nation that enjoy this distinction.  

Although he has been the county CFO for the past eight 
years, Archon Quick’s expertise is a result of his many 
years of experience in the banking industry. He is the 
former president and CEO of Mutual Community Savings 
Bank, and he worked for First Union in commercial lending 
in Charlotte and Raleigh. He is a firm believer in going the 
extra step and is not afraid to ask the difficult questions 
when confronting resistance about employing cutting-edge 
strategies. Financially, his persistence has proved good for 
all Durham residents. 

A graduate of South Carolina State University with a 
degree in business administration and an M.B.A. from 
Atlanta University, he is married to Archousa Gloria 
Grainger Quick. They have two children: a daughter, Erica, 
a third-year resident in obstetrics and gynecology at Pitt 
Memorial Hospital, and a son, Jeffrey, a real-estate broker.

Archon George K. Quick
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