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numbers show that Goldman essentially
borrowed a $5 billion salary payout for its
executives in the middle of the global eco-
nomiic crisis it helped cause, using half-
baked accounting to reel in investors, just
months after receiving billions in a tax-
payer bailout.

Even more amazing, Goldman did it all
right before the government announced
the results of its new “stress test” for banks
seeking to repay TARP money - suggest-
ing that Goldman knew exactly what was
coming. The government was trying to
carefully orchestrate the repayments in an
effort to prevent further trouble at banks
that couldn’t pay back the money right
away. But Goldman blew off those con-
cerns, brazenly flaunting its insider status.
“They seemed to know everything that they
needed to do before the stress test came
out, unlike everyone else, who had to wait
until after,” says Michael Hecht, a manag-
ing director of JMP Securities. “The gov-
ernment came out and said, ‘“To pay back
TARP, you have to issue debt of atleast five
years that is not insured by FDIC - which
Goldman Sachs had already done, a week
or two before.”

And here’s the real punch line. After
playing an intimate role in four histor-
ic bubble catastrophes, after helping
$5 trillion in wealth disappear from the
NASDAQ, after pawning ofl thousands
of toxic mortgages on pensioners and cit-
ies, after helping to drive the price of gas

revenues offshore and defer taxes on those
revenues indefinitely, even while they claim
deductions upfront on that same untaxed
income. This is why any corporation with
an at least occasionally sober accountant
can usually find a way to zero out its taxes.
A GAO report, in fact, found that between
1998 and 2005, roughly two-thirds of all
corporations operating in the U.S. paid no
taxes at all.

This should be a pitchfork-level outrage
- but somehow, when Goldman released its
post-bailout tax profile, hardly anyone said
aword. One of the few to remark on the ob-
seenity was Rep. Lloyd Doggett, a Demo-
crat from Texas who serves on the House
Ways and Means Committee. “With the
right hand out begging for bailout money,”
he said, “the left is hiding it offshore.”

BUBBLE #6
Global Warming

AST-FORWARD TO TODAY. IT’S
Fearly June in Washington, D.C.

Barack Obama, a popular young
politician whose leading private campaign
donor was an investment bank called
Goldman Sachs - its employees paid some
$981,000 to his campaign ~ sits in the
White House. Having seamlessly navi-
gated the political minefield of the bailout
era, Goldman is once again back to its
old business, scouting out loopholes in a
new government-created market with the

As envisioned by Goldman, the fight to
stop global warming will become a
“carbon market” worth $1 trillion a year.

up to $4 a gallon and to push 100 mil-
lion people around the world into hunger,
after securing tens of billions of taxpayer
dollars through a series of bailouts over-
seen by its former CEO, what did Gold-
man Sachs give back to the-people of the
United States in 2008?

Fourteen million dollars.

That is what the firm paid in taxes in
2008, an effective tax rate of exactly one,
read it, one percent. The bank paid out
$10 billion in compensation and bene-
fits that same year and made a profit of
more than $2 billion - yet it paid the Trea-
sury less than a third of what it forked
over to CEO Lloyd Blankfein, who made
$42.9 million last year.

How is this possible? According to Gold-
man’s annual report, the low taxes are due
in large part to changes in the bank’s “geo-
graphic earnings mix.” In other words, the
bank moved its money around so that most
of its earnings took place in foreign coun-
tries with low tax rates. Thanks to our
completely fucked corporate tax system,
companies like Goldman can ship their
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aid of a new set of alumni occupying key
government jobs.

Gone are Hank Paulson and Neel Kash-
kari; in their place are Treasury chief of
staff Mark Patterson and CFTC chief Gary

‘Gensler, both former Goldmanites. (Gen-

sler was the firm’s co-head of finance.)
And instead of credit derivatives or oil
futures or mortgage-backed CDOs, the
new game in town, the next bubble, is
in carbon credits — a booming trillion-
dollar market that barely even exists yet,
but will if the Democratic Party that it
gave $4,452,585 to in the last election
manages to push into existence a ground-
breaking new commodities bubble, dis-
guised as an “environmental plan,” called
cap-and-trade.

The new carbon-credit market is a vir-
tual repeat of the commaodities-market ca-
sino that’s been kind to Goldman, except it
has one delicious new wrinkle: If the plan
goes forward as expected, the rise in prices
will be government-mandated. Goldman
won't even have to rig the game. It will be
rigged in advance.

Here’s how it works: If the bill passes,
there will be limits for coal plants, util-
ities, natural-gas distributors and nu-
merous other industries on the amount
of carbon emissions (a.k.a. greenhouse
gases) they can produce per year. If the
companies go over their allotment, they
will be able to buy “allocations” or cred-
its from other companies that have man-
aged to produce fewer éritissions, Presi~

dent Obama conservatively estimatesthat

about $64:6 billion worth of carbon credit
will be auctioned in the first seven years;
one of his top economic aides speculates
that the real number might be twice or
even three times that amount.

The feature of this plan that has spe-
cial appeal to speculators is that the “cap”
on carbon will be continunally lowered by
the government, which means that carbon
credits will become more and more scarce
with each passing year. Which means that
this is a brand-new commodities market
where the main commodity to be traded
is guaranteed to rise in price over time.
The volume of this new market will be
upwards of a trillion dollars annually; for
comparison’s sake, the annua) combined
revenues of all electricity suppliers in the
U.S. total $320 billion.

Goldman wants this bill. The plan is (1)
to get in on the ground floor of paradigm-
shifting legislation, (2) make sure that
they’re the profit-making slice of that par-
adigm and (3) make sure the slice isa big
slice. Goldman started pushing hard for

cap-and-trade long ago, but things really -

ramped up last year when the firm spent

$3.5 million to lobby climate issues. (One

of their lobbyists at the time was none
other than Patterson, now Treasury chief
of staff.) Back in 2005, when Hank Paul-
son was chief of Goldman, he person-
ally helped author the bank’s environ-
mental policy, a document that contains
some surprising elements for a firm that
in all other areas has been consistently
opposed to any sort of government regu-
lation. Paulson’s report argued that “vol-
untary action alone cannot splve the cli-
mate-change problem.” A few years later,
the barik’s carbon chief, Ken Newcombe,
insisted that cap-and-trade alone won’t
be enough to fix the ¢limate problem
and called for further public investments
in research and development. Which is
convenient, considering that Goldman
made early investments in wind power
(it bought a subsidiary called Horizon
Wind Energy), renewable diesel (it is an
investor in.a firm called Changing World
Technologies) and solar power (it part-
nered with BP Solar), exactly the kind of
deals that will prosper if the government
forces energy producers to use clean-
er energy. As Paulson said at the time,
“We’re not making those investments to
lose money.”

The bank owns a 10 percent stake in
the Chicago Climate Exchange, where the




carbon credits will be traded.
Moreover, Goldman owns a
minority stake in Blue Source
LLC, a Utah-based firm that
sells earbon credits of the
type that will be in great de-
mand if the bill passes. Nobel
Prize winner Al Gore, who is
intimately involved with the
planning of cap-and-trade,
started up a company called
Generation Investment Man-
agement with three former
bigwigs from Goldman Sachs
Asset Management, David
Blood, Mark Ferguson and
Peter Harris. Their business?
Investing in carbon offsets,
There’s also a $500 million
Green Growth Fund set up
by a Goldmanite to invest in
green-tech . . . the list goes on
and on. Goldiman is ahead
of the headlines again, just
waiting for someone to make
it rain in the right spot. Will
this market be bigger than the
energy-futures market?

“Oh, it'll dwarf it,” says a
former staffer on the House
energy committee.

Well, you might say, who
cares? If cap-and-trade suc-
ceeds, won't we all be saved
from the catastrophe of
global warming? Maybe -
but cap-and-trade, as envi-
sioned by Goldman, is really
just a carbon tax structured
so that private interests col-
lect the revenues. Instead of
simply imposing a fixed gov-
ernment levy on carbon pol-
lution and forcing unclean
energy producers 10 pay for
the mess they make, cap-and-
trade will allow a small tribe
of greedy-as-hell Wall Street
swine to turn yet another
commodities market into a
private tax-collection scheme.
This is worse than the bail-
out: It allows the bank to seize
taxpayer money before it'’s
even collected.

“If it'’s going to be a tax, 1
would prefer that Washington

set the tax and collect it,” says.

Michael Masters, the hedge-
fund director who spoke out
against oil-futures specula-
tion. “But we're saying that
Wall Street can set the tax,
and Wall Street can collect
the tax. That's the last thing
in the world 1 want. It's just
asinine.”

Cap-and-trade is going to
happen. Or, if it doesn't, some-
thing like it will. The moral is
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the same as for all the other
bubbles that Goldman helped
create, from 1929 to 2009.
In almost every case, the
very same bank that behaved
recklessly for years, weighing
down the system with toxic
loans and predatory debt, and
accomplishing nothing but
massive bonuses for a few
bosses, has been rewarded
with mountains of virtually
free money and government
guarantees - while the actu-
al victims in this mess, ordi-
nary taxpayers, are the ones
paying for it.

It’s not always easy to
accept the reality of what we
now routinely allow these peo-
ple to get away with; there’s a
kind of collective denial that
kicks in when a country goes
through what America has
gone through lately, when a
people lose as much prestige
and status as we have in the
past few years. You can't real-
ly register the fact that you're
no longer a citizen of a thriving
first-world democracy, that
you're no longer above getting
robbed in broad daylight, be-
cause like an amputee, you can
still sort of feel things that are
no Jonger there.

But this is it. This is the
world we live in now. And in
this world, some of us have to
play by the rules, while others
get 2 note from the principal
excasing them from home-
work till the end of time, plus
10 billion free dollars in a
paper bag to buy lunch. It's
a gangster state, running on
gangster economics, and even
prices can’t be trusted any-
more; there ave hidden taxes
in every buck you pay. And
maybe we can’t stop it, but we
should at least know where
it’s all going. @
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@ BACARDI
DRAGON BERRY

Introducing BACARDF® DRAGON BERRY",
steawberry rum infused with dragonfrlt.

This Astan-inspired infusion combines

Tipe, julcy stravderles and sweet, exollc
dragon(ruit for 2 brilllant and memorable \aste.
Try BACARDI® DRAGON BERRY™ with glnger
ale or text ‘dragon’ to 65579 for more recipes,

BacardiFlavors.com
Facehook.com/BacardiDragenBarry
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W lifewater

Zexo calorie SoBg Lilewaler is a ling of great-tasting
enfianced water bevarages with 0 calories and 0 artificial
sweateners, Enjoy our unintibited flavors bursting with vitaming
and antioxidants, including hvo new flavors - Acal Fruit Punch
and Mango Melon, Naturally sweetened. Wildly deflcious.
Gol A Lifewater!

Facebook.com/SoBa
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THERE’S A LOT TO enV®

Verizgpwireless

Satisly your appstile for apps with
the enV® 3, complate with 3 full
keyboard made for messaging.
Only from America's Larpest

3G Nenwork, Verizon Wireless.

verizonwlrekess.com/env
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SPIN HAIR EVE

EXCEPT OUT-OF-CO

PR OFESSIONAL

SEBASTIAN.

Tasked to solve the challenge of creayng
welghtfess touchable texiure for longer layers,
Sebastian Professional has developed Microweb
Fiber, the star product of the new Texmre
Collection. Microweb Fiber is specifically inspired
by the properties of spider silk — flexibiliry,
invisibility and invinchoillty — to create 1exture that's
malleable and soft, allowing you to remix hair o
touchable textured layers.

sebastiangrefesslonal.com






