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The White House is moving rapidly to crack down on overseas tax havens, used by US companies to evade US taxes, in
order to help pay for the government’s massive deficit spending for the bailouts of the financials, the economic stimulus
package, and a $3.6 tn budget.

President Barack Obama said that his crackdown on tax havens would generate $210 bn in new tax revenues over 10
years and “make it easier” for companies to create jobs at home.

“The way to make American businesses competitive is not to let some citizens and businesses dodge their responsibility,
while ordinary Americans pick up the slack. Unfortunately, that's exactly what we're doing,” ...\""
the president said, adding the government is hiring nearly 800 new tax agents “to detect and e/
pursue American tax evaders abroad.”

The president has noted: “You've got a building in the Cayman Islands that supposedly
houses 12,000 corporations. That's either the biggest building or the biggest tax scam on
record.”

Start With the Bailed Out Companies

The president could start with the companies that the US taxpayer has either bailed out or is moving to bail out since last
year, many of which use the Cayman Islands and similar locales to shelter income from US corporate taxation.

Most all of the big banks, including Citigroup, Bank of America, Goldman Sachs and Wells Fargo, the big insurance
companies, including AIG and Hartford Financial, and GM and GMAC, which are now essentially government-owned,
regularly use tax havens overseas, in tax haven jurisdictions such as the Cayman Islands, Barbados, Bermuda, and
Switzerland (for the full list, see below).

It's an embarrassing development for the Administration and the Congress, which has fought to defend the massive
bailouts of the financials and automakers to restless taxpayers, now growing increasingly angry that the bailouts were
reckless and have long since derailed.

The use of tax havens by companies that the US taxpayer has bailed out also raises a
broad range of policy issues for the Administration and the US Congress, which are moving
to stabilize the economy and at the same time have argued that the bailouts will reap a
profit for US taxpayers.

| The controversy also reignites a heated debate over the nosebleed corporate tax rate US
@ companies must pay, nearly 40%, a rate that is higher than the one companies pay in
socialist economies such as Sweden, France, Norway, or even in Canada.

This analysis was done with James Farrell, a top analyst and expert with Fox News, and is
based on government reports, including a study by the Government Accountability Office.

Bailed Out Companies’ Tax Haven Controversy

The question is, once the government either invests in or takes over these companies, notably GM, will it crack down on
the companies’ subsidiaries to generate more tax revenue and benefit taxpayers?

Or will the government turn a blind eye to improve profitability and benefit the taxpayers as shareholders?

US companies have a fiduciary obligation to maximize value for their shareholders, Farrell says. However, the
government tends not to operate on a profit-maximization requirement, Farrell adds.

Tax Evasion Issues
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PERSONAL FINANCE

America's Road to Recovery

Categories

The Most Fuel-Efficient &Z2»

Midsize Sedan in America

Drive one.

sDHATAS | s asn viEwe | s coiNBe | s | EADN MODE

ON AIR MY MONEY

Search quotes, news and video

Auto Makers in Crisis

At OU Medicine we don't
believe in boundaries.

cicine

Blog Archive

|

Fox Business Video

Bailed Out Tax Cheats

June 1, 2009

Obama's crackdown of
overseas tax havens.

q

Fed Works to Keep Rates Down
Banks Want Right to Buy Troubl...
Treasury Makes TARP Available ...
Obama May Set Rules on Bank EX...

Archives

Uncategorized

I Select Month vl

Most Popular

Nasty Battles Behind the Scenes at Merrill Lynch
Time to Listen to Ron Paul?

Which Banks Could Fail?

Which Regional Banks are in Trouble?

The Reality Check That Bounced

What'’s Really Rocking the Stock Market

The Leave No Consumer Behind Act

The Bear Trap

We Are Not Headed for a Great Depression

The Changes Coming at Citigroup

Most Commented

Time to Listen to Ron Paul? (377)
Ron Paul's Texas Straight Talk on the Bailout (227)

Pagel of 7

6/1/200¢



Bailed Out Companies Also Tax Cheats? at E's Stock Watch | Fox Busine Page2 of 7

President Obama’s crackdown on corporate tax havens has ignited a debate over the US's high corporate tax rates. X .
Profit Plunge at the New York Times (139)

We Are Not Headed for a Great Depression (121)
The Car Makers' Excuses (76)

The Bailout Scorecard (75)

Dump General Motors From the Dow? (74)

The US has the second highest corporate tax rate of the countries in the 30-nation Organization for Economic Co-
operation and Development, (Japan is number one), which some economists note is a crushing burden that companies
typically don't pay.

Even Democrat Ways and Means Chairman Charles Rangel has proposed a cut in the federal corporate tax rate from Part Two: Oil Speculators vs Supply and Demand (73)

nearly 40% to 30.5%. Why You Should be Worried About the Rescue of
Fannie Mae and Freddie Mac (71)

Instead, economists, academics and experts who have studied the issue note that companies pass these costs along to Part Three: The Oil Speculator Witch Hunt (71)

shareholders, customers and workers-with workers likely shouldering most of the costs.
Latest
Though analysts have noted that the effective rate is 18%, that figure is arrived at after US

companies avail themselves of moves to lower their tax bills under the much higher rate. Bailed Out Companies Also Tax Cheats?

Shareholder Say on Fat Cat Pay

Derided Housing Fix Catches On

Tax Break May Protect Wells Fargo

Bank of America Under Fire

Postcards From the Ledge

The United States (Bank) of America
Schapiro: BofA Had Duty to Disclose Losses
Does BofA’s Story Hold Up?

Corporate Tax Avoidance? Taking Stock of Bank Stress Tests

The combined U.S. federal and average state rate of 40% is almost 9 percentage points
higher than the average OECD top corporate rate of 31.4%, the Cato Institute notes. Even
socialistic Sweden has a top corporate tax rate of around 28%.

Cato adds that in the last few years, the corporate tax rate was cut in Denmark, France,
Ireland, Germany, Poland, and Portugal, as well as many countries outside of Europe.

Because of the variation in corporate tax rates across countries, US multinationals have an incentive to cut their overall
tax burden by maximizing the income they report in countries with low income tax rates and minimizing the income they
report in or repatriate to countries like the United States with high income tax rates.

While there may be normal business reasons for these transfers, such as doing business with foreign units, government Michigan Gov. Jennifer Granholm on GM
officials believe “tax avoidance” or “tax evasion” is at play. Bankruptcy: 'We're Hitting Bottom'
Monday, June 1, 2009, | 01:10 PM
The Government Accountability Office says that historically, offshore subsidiaries are used by companies for reducing tax
costs and shielding transactions from public view. Abortion-Rights Groups: Dr. George Tiller Was
a 'True Hero' for Women's Rights
Bailed Out Companies’ Tax Havens Monday, June 1, 2009, | 11:20 AM
AirFrance Plane Still Missing; Officials Say
Little Hope for Good News
Monday, June 1, 2009, | 10:15 AM

Bank of America

Total assets: $1.82 tn
GM Files for Bankruptcy Protection. Will

2008 results: $2.56 bn in profits Government Really Stay Out of Its Business?

Stock performance: -73.6%* Monday, June 1, 2009, | 10:00 AM

Bailout Sum: $142.2 bn ($45 bn in TARP money, $97.2 bn US asset guaranty; BofA takes the first hit on $20.8 bn in bad Susan Boyle Takes Second Place in 'Britain's

assets) Got Talent,' Hospitalized for Exhaustion
(Video)

# of subsidiaries in tax havens: 101 Monday, June 1, 2009, | 09:40 AM

BofA's tax havens More Women in the News @ WOWOWOW.COM
Bahamas (3)

Bermuda (2)

Cayman Islands (59)

Gibraltar (2)

Hong Kong (8)

Jersey (3)

Luxembourg (15)

Mauritius (3)

Singapore (5)

U.S. Virgin Islands (1)

Citigroup

Total assets: $1.95 tn

2008 results: $18.7 bn in losses
Stock performance: -83%*

Bailout Sum: $299.3 bn ($50 bn in TARP money, $249.3 bn US asset guaranty; Citi takes the first hit on $56.7 bn in bad
assets)

# of subsidiaries in tax havens: 411
Citi's tax havens
Aruba (1)

Bahamas (16)
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Bahrain (1)

Barbados (2)
Bermuda (19)

British Virgin Islands (35)
Cayman Islands (90)
Channel Islands (12)
Costa Rica (19)
Gibraltar (1)
Guernsey (1)

Hong Kong (40)

Isle of Man (1)
Jersey (21)
Luxembourg (91)
Macao (1)

Mauritius (15)
Panama (17)

St. Kitts and Nevis (1)
Singapore (18)
Switzerland (8)

Turks and Caicos Islands (1)

Goldman Sachs Group (now a bank holding company with access to Federal Reserve funding)

Total assets: $885 bn

2008 results: $2.32 bn in profits
Stock performance: -16.7%
Bailout Sum: $10 bn in TARP money
# of subsidiaries in tax havens: 28
Goldman’s tax havens

Bermuda (3)

British Virgin Islands (1)

Cayman Islands (15)

Hong Kong (3)

Jersey (1)

Mauritius (5)

JPMorgan Chase & Co.

Total assets: $2.17 tn

2008 results: $5.6 bn in profits
Stock performance: -19.8%*
Bailout Sum: $25 bn in TARP money
# of subsidiaries in tax havens: 48
JP’s tax havens

Bahamas (1)

Bermuda (2)

British Virgin Islands (4)

Cayman Islands (7)

Channel Islands (4)
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Hong Kong (8)
Luxembourg (8)
Mauritius (8)
Singapore (5)

Switzerland (1)

Merrill Lynch (now part of BofA, which received $20 bn in TARP money to buy the brokerage)

Bailout Sum: $10 bn in TARP money
# of subsidiaries in tax havens: 19
Merrill’s tax havens

Bermuda (2)

Cayman Islands (3)

Hong Kong (4)

Luxembourg (1)

Mauritius (3)

Netherlands Antilles (1)

Singapore (2)

Switzerland (3)

Morgan Stanley (now a bank holding company with access to Federal Reserve funding)

Total assets: $659 bn

2008 results: $1.59 bn in profits
Stock performance: -36.5%

Bailout Sum: $10 bn in TARP money
# of subsidiaries in tax havens: 267
Morgan's tax havens

Bermuda (3)

British Virgin Islands (1)

Cayman Islands (158)

Cyprus (2)

Gibraltar (2)

Hong Kong (15)

Jersey (19)

Liberia (5)

Luxembourg (29)

Malta (1)

Marshall Islands (14)

Mauritius (4)

Panama (1)

Singapore (9)

Switzerland (4)

Wachovia Corp. (acquired by Wells Fargo)
Bailout Sum: $10 bn in TARP money
# of subsidiaries in tax havens: 57
Wachovia tax havens

Aruba (1)

Barbados (1)
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Bermuda (18)

British Virgin Islands (3)

Cayman Islands (16)

Guernsey (1)

Hong Kong (9)

Mauritius (3)

Singapore (2)

Turks and Caicos Islands (1)

U.S. Virgin Islands (2)
Washington Mutual (acquired by JPMorgan Chase)
Bailout Sum: $10 bn in TARP money
# of subsidiaries in tax havens: 3
WAMU’s tax havens

Hong Kong (1)

Mauritius (1)

Virgin Islands (1)

Wells Fargo

Total assets: $1.31 tn

2008 results: $2.56 bn in profits
Stock performance:-41.6%
Bailout sum: $25 bn

# of subsidiaries in tax havens: 18
Wells Fargo's tax havens
Barbados (1)

Cayman Islands (9)

Hong Kong (4)

Mauritius (4)

American Express (now a bank holding company)
Total assets: $126 bn

2008 results: $2.63 bn in profits
Stock performance: -35.2%*
Bailout Sum: $3.39 bn in TARP money
# of subsidiaries in tax havens: 39
Amex’s tax havens

Bahrain (2)

British Virgin Islands (2)

Cayman Islands (9)

Guernsey (6)

Hong Kong (4)

Jersey (4)

Luxembourg (3)

Netherlands Antilles (2)

Panama (1)

Singapore (2)

Switzerland (4)
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Insurance Companies Use Tax Havens
Insurers are big players in the “tax haven” jurisdictions, Farrell notes, and have plumbed the depths of the tangled pile of
barbed wire that is the US tax code in order to maximize profitability for where they write policies and where profit is

recorded. The US Treasury Dept. may set aside $22 bn in TARP money to help out insurers.

American International Group

Total assets: $1 tn

2008 results: $99.3 bn loss
Stock performance: -95%

Bailout Sum: $170 bn

# of subsidiaries in tax havens: 15
AIG's tax havens

Bahrain (2)

Bermuda (5)

Hong Kong (3)

Luxembourg (1)

Panama (1)

Switzerland (3)

Hartford Financial Services

Bailout Sum: $3.4 bn estimated

# of subsidiaries in tax havens: 7 (Bermuda)
Prudential Financial

Bailout Sum: $5 bn estimated

# of subsidiaries in tax havens: 26
Prudential’s tax havens

Barbados (1)

Bermuda (9)

Cayman Islands (5)

Hong Kong (7)

Luxembourg (1)

Singapore (3)

General Motors

Total assets: $82 bn (against $173 bn in liabilities, net tangible assets negative $86 bn)

2008 results: $30.9 bn loss
Stock performance: -96%

Bailout Sum: up to $50 bn ($19.4 bn to date, up to $30 more in bankruptcy)
# of subsidiaries in tax havens: 10

GM’s tax havens

Barbados (1)

Bermuda (2)

Cayman Islands (4)

Singapore (1)

Switzerland (2)

GMAC

(owned by GM and Chrysler)
Total assets: $189 bn

2008 results: $1.9 bn in profits
Stock performance: N/A
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Bailout Sum: $12.5 bn in TARP money
# of subsidiaries in tax havens: 2 (Bermuda and Switzerland)
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One Response to “Bailed Out Companies Also Tax Chea  ts?”

ace says:
June 1, 2009 at 9:29 am

So after this fake bankruptcy by GM and Chryler, next to vcime will be the real bankruptcy chapter 7, but not until the

UAW is fully funded and we have lost well over 75 billion dollars.
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