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nounce these derivatives contracts.
More recently, New York State has bled to Wall 

Street $243 million—which it had to borrow on Wall 
Street.

Research by the Refund Transit Coalition found that 
a sample of 1,100 current “swaps” derivatives at more 
than 100 government agencies, together are robbing 
taxpayers of $2.5 billion a year.

Pennsylvania Auditor General Jack Wagner has 
made and published a study of the thousands of inter-
est-rate swaps sold to government entities throughout 
his state by banksters. Philadephia and its school dis-
trict had lost $331 million, as of 2010, in net interest 
payments and cancellation fees, and stood to lose an-
other $240 million to Morgan Stanley, Goldman Sachs, 
Wells Fargo, and other banks. Reading and Harrisburg 
had both been pushed into state receivorship by termi-
nation fees on swaps; Harrisburg’s incinerator project 
spiralled out of control into $300 million of unpayable 
debt, with the help of multiple interest-rate swaps. And 
“swaps” had cost Bethlehem $10-15 million above 
normal financing charges in 2009 alone, Wagner’s 
study found.

Now—after the same banks which rigged the Libor 
rates have been bailed out with perhaps $6 trillion in 
purchases, and $25-30 trillion in liquidity loans by U.S. 
and European governments and central banks—these 
banks can borrow at virtually zero rates. But the states 
and municipalities trapped in their “swaps” can not re-
finance their bonds, and continue to pay 6-8% interest 
or monster criminal “penalties” to get out.

Time to turn the tables—with Glass-Steagall, and 
prosecutions for real.

Reno Pays Goldman 15% 
Plus Fees for Derivatives

The city of Reno, Nev. may be the most extreme 
victim of the Libor-based interest-rate derivatives 
traps set by bankers—in this case, Goldman 
Sachs—for city managers. While the one-year 
dollar Libor is currently .6%, Reno has been 
paying Goldman 15% on its bonds since 2008, 
and has laid off more and more city employees, 
and cut more and more city programs for five 
straight years.

To issue bonds in early 2007 for a downtown 
events center and a railroad spur, Goldman sold 
this city of 225,000 people the biggest interest-
rate swap wing-ding of all, an “auction rate” de-
rivative. This means Goldman promised to take 
Reno’s long-term bond for $210 million, and refi-
nance it every month, selling it to different inves-
tors each month, turning a long-term bond into a 
long series of 30-day loans (with a far lower inter-
est rate) through the “magic of derivatives.”

But in early 2008, when the “auction-rate 
bonds” derivatives market suddenly disappeared 
in the financial crash, Reno had to replace the 
bond with a new one—at 15%, plus pay Goldman 
millions in fees. It has been paying—and laying 
off—ever since.

Reno sought damages in a claim with the Fi-
nancial Industry Regulatory Authority (FINRA) 
in February; Goldman, of course, is fighting this 
“attempt to circumvent the terms of its original 
agreement.”

Lyndon 
LaRouche

On 
Glass-Steagall  

and 

NAWAPA:

“The greatest project that 
mankind has ever undertaken on 
this planet, as an economic project, now stands before us, 
as the opportunity which can be set into motion by the 
United States now launching the NAWAPA project, with 
the preliminary step of reorganizing the banking system 
through Glass-Steagall, and then moving on from there.”

“Put Glass-Steagall through now, and I know how to 
deliver a victory to you.”
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