Tax Advisory Panel,

When a company is shorted out of existance,  jobs are lost, taxes aren't

being generated, shareholders take losses.    But there are winners.   These

are hedge funds who destroy companies.    They don't pay taxes.    

If you invest long, you buy a stock, it appreciates and you sell it for a

gain on which you pay taxes.    If you invest short, you collect money and

sit on it.  Given the right circumstances you can even try to help things out.

Eg:  A recently published report by "forensic accountant" Donn Vickrey of Gradient Analytics predicted bankruptcy for  a mortgage company that he has been deriding for a long while.  He left out current income of 130 million and increased the interest on preferred shares by a factor of 10.  The meanest portions of  his analysis were published in CBSMarketwatch as they ususally are by Herb Greenberg.  Is it a coincidence that Greenberg always beats up on companies that Rocker Partners hedge fund hold short?  One doesn't know what other stocks are shorted by David Rocker and Marc Cohodes

because they also run two offshore funds Helmsman and Compass.   The

investing public can see manipulation and illegal concerted efforts to move

stock prices and the SEC does nothing.    They pass new rules and

grandfather past aggressions.   

If a hedge fund manages to bankrupt a company by shorting, naked shorting (which is illegal), the company can't get access to capital to survive. When the airlines need access to the markets, they are being shorted out of

life-saving capital.   Everyone is a loser except the hedge fund who can buy

the shell of the company for very little making certain that the shares are never called in.  That way the hedge fund never has to cover, never has to

demonstrate a profit, never pays taxes on its ill-gotten gains.   The

treasury takes a triple hit.   No taxes from the jobs that are lost,

shareholders takes losses against other gains they would have paid taxes on,

and money is syphoned offshore where it is growing without taxes.   

Naked shorting  is rampant.   

On the December 13, 2004 Conference Call regarding regulation SHO, with Peter Murphy, senior managing director of the Bear Stearns Clearing Division in attendance as part of the panel (as recorded):

"To give you that brief introduction in Reg SHO, the history (of) how we got to where we are today. For the past few years we have been hearing from many different regulators regarding their concerns about the increase in the level of fails that they are seeing. They believe, and they have stated on numerous occasions, that one of the primary causes of the high level of fails was that various participants in the short sale process, prime brokers, executing brokers, clients, were not following already established rules."

Legitimate investors see this.   6000 hedge funds and many of them for high

worth individuals who can move money into offshore accounts.   The theft of

this money depletes the resources for companies who rely on their

capitalization to attract investors.    

We don't need reform.  We just need enforcement.   Shorting leaves companies

and the country vulnerable to economic and violent terrorism.    Pump and

dump is dishonest, but the tax is collected on the gains even if some people don't pay taxes from their losses.  

Short and distort is worse because there is no growth, no taxes,  and the list of companies under attack is published daily by the NYSE, NASD, AMEX as Regulation SHO threshold list. The money from this illegal activity is

being syphoned offshore.   It is keeping these companies and their

shareholders from making money and paying taxes.  

With naked shorting, the fail to delivers are accounted for by the Depository Trust Clearing Corporation printing up a counterfeit electronic share and sending it to an unwitting buyer.  The money goes to an offshore account and nothing but a receipt (counterfeit share) is issued.  The stock is devalued just as if the government were printing counterfeit money.

Our trade balance suffers.   Although it may show as a balanced transaction,

only the cash has value.  The stock is counterfeit and may never be redeemed.  

Why can't this be stopped and taxes be collected?     Ann Nazareth who is in

charge of regulation enforcement for the SEC is married to the second in command of the Federal Reserve of which the DTCC is a branch.  The DTCC

makes a billion dollars a year in their stock lending program.   If the

stock lending program were closed down, no money could be syphoned off into

offshore funds.    It would decrease volatility in the stock market and

investing would be safer.  There would be no incentive for manipulating price on the downside.  People could invest in fundamentals.  Companies

would get fair market value for their stock offerings.   Investors who pay

taxes could take profits instead of  offshore hedge funds taking money and

never paying taxes.   

The DTCC holds the paper on every publicly traded company in America.  If people took their shares back so that they couldn't be lent out, it wouldn't stop the DTCC from printing fraudulent shares.  The SHO list is a list of shame of companies that the DTCC has printed fraudulent shares.  

Taxes.. you want to know about tax reform..   Just get the crooks.. We would

have plenty.

Get Al Capone!    

Mary Helburn  private, disgusted taxpayer and investor

