Geithner's Tax History Muddles Confirmation - WSJ.com

THE WALL STREET JOURNAL.

Digital Metwork W81 com Market!V atch BARRE

Tuesday, August 24, 2010 As of 5:40 PM EDT  New York % 73°|63°

THE WALL STREET JOURNAL.  U.sS.

Today's Paper = Video * Blogs = Journal Community

All Things Digital.  FINS

SmartMoney

World U.S. New York Business Markets Tech Personal Finance

Campaign 2010 = Washington Wire = Financial Regulation = Capital Journal = San Francisco Bay Area

1 of 10
Drop in Home

Sales Renews
Pricing Fears

TOP STORIES IN

U.S.

POLITICS | JANUARY 14, 2009

Geithner's Tax History Muddles Confirmation

Article Interactive Graphics Comments (171)

Ed| Email  |&| Print save This & Hike ghs [ + More + | Text | =

By JONATHAN WEISMAN

WASHINGTON -- Timothy Geithner didn't pay Social Security and Medicare taxes for several
years while he worked for the International Monetary Fund, and he employed an immigrant
housekeeper who briefly lacked proper work papers.

Those issues, and a series of other tax
matters, scuttled a tentatively scheduled
confirmation hearing Tuesday for Mr.
Geithner as Treasury secretary, Senate
Finance Committee aides said. The tax
matters were instead the subject of a
closed-door meeting between the nominee,
currently president of the Federal Reserve
Bank of New York, and members of the
Senate Finance panel, in whose hands his
confirmation lies.

Getty Images

President-elect Barack Obama's pick for Treasury
secretary, Timothy Geithner, left, employed an

immigrant housekeeper with expired work papers. Several senators said after the meeting that

they intended to remain supporters of Mr.

Geithner, who has playing a central role in
tackling the financial crisis. Senate Finance Chairman Max Baucus (D., Mont.) called the issue
serious, but not disqualifying.

"| still support him," said Sen. Orrin Hatch (R., Utah) as he emerged from the meeting. "He's a
very competent guy."

Sen. Charles E. Grassley of lowa, the committee's senior Republican, didn't give Mr. Geithner
a pass. "It's serious, and whether or not it's disqualifying is to be determined," Mr. Grassley
said after the meeting.

Obama aides said they didn't think these
issues would present a problem, given what
they characterized as the minor nature of the
infractions and the gravity of the role Mr.
Geithner has been nominated to take. Mr.
Geithner's "service should not be tarnished
by honest mistakes, which, upon learning of
them, he quickly addressed," Obama press
secretary Robert Gibbs said in a statement.

Obama's Cabinet

Senate aides said a new hearing, which
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promises to be contentious, was scheduled
for Friday.

= & Are any of Obama's cabinet picks at risk of
becoming a liability for the administration?

At the closed-door meeting, Mr. Geithner
was contrite, several participants said. He
told senators the mistakes weren't intentional, but that he should have known better. The
Internal Revenue Service makes up by far the largest piece of the Treasury's budget.

Mr. Geithner declined to comment on any matters as he left the closed-door meeting
Tuesday.

The tax issue relates to Mr. Geithner's work for the International Monetary Fund between
2001 and 2004. As an American citizen working for the IMF, Mr. Geithner was technically
considered self-employed and was required to pay Social Security and Medicare taxes for
himself as both an employer and an employee.

The IMF and World Bank reimburse
employees, including U.S. citizens, for their
U.S. income taxes. They don't, however,
make contributions toward Social Security
and Medicare taxes, which individuals are
expected to pay on their own.

More on Geithner
* Washington Wire: Nomination Hits a Snag

= £1 Geithner docs (From Senate Finance
Committee)

In 2006, the IRS audited Mr. Geithner's 2003 and 2004 taxes and concluded he owed taxes
and interest totaling $17,230, according to documents released by the Senate Finance
Committee. The IRS waived the related penalties.

During the vetting of Mr. Geithner late last year, the Obama transition team discovered the
nominee had failed to pay the same taxes for 2001 and 2002. "Upon learning of this error on
Nov. 21, 2008, Mr. Geithner immediately submitted payment for tax that would have been due
in those years, plus interest," a transition aide said. The sum totaled $25,970.

The Obama team said Mr. Geithner's taxes have been paid in full, and that he didn't intend to
avoid payment, but made a mistake common for employees of international institutions. That
characterization was contested by Senate Finance Republicans, who produced IMF
documents showing that employees are repeatedly told they are responsible for paying their
payroll taxes.

As to why Mr. Geithner didn't pay all his back taxes after the 2006 audit, an Obama aide said
the nominee was advised by his accountant he had no further liability. Senate Finance aides
said they were concerned either Mr. Geithner or his accountant used the IRS's statute of
limitations to avoid further back-tax payments at the time of the audit.

Other tax issues also surfaced during the vetting, including the fact Mr. Geithner used his
child's time at overnight camps in 2001, 2004 and 2005 to calculate dependent-care tax
deductions. Sleepaway camps don't qualify.

Amended tax returns that Mr. Geithner filed recently include $4,334 in additional taxes, and
$1,232 in interest for infractions, such as an early-withdrawal penalty from a retirement plan,
an improper small-business deduction, a charitable-contribution deduction for ineligible items,
and the expensing of utility costs that went for personal use.

The other cloud for Mr. Geithner involved an immigrant housekeeper whose work-
authorization papers expired during her tenure working for Mr. Geithner. For three months,
until she stopped working for the family to have a baby, the woman was working on the
expired papers. An Obama aide said the woman reapplied for the papers and received them,
and now resides legally in the U.S.

Mr. Geithner, 47 years old, has been a central figure in the government's efforts to tackle the
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President Barack Obama's promised July 2011 deadline to
start withdrawing troops from the country had given
"sustenance" to the Taliban.
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housing collapse and its aftermath. He has spent most of his career managing government
responses to financial crises.

His nomination was widely praised last fall. People on both sides of the aisle saw him as
someone capable of carrying on the government's efforts, while also representing a fresh start.

Such issues, however, have derailed other nominations. President Bill Clinton's first and
second choices for attorney general both withdrew amid allegations they failed to pay taxes
for household help. President George W. Bush's first choice for Labor secretary withdrew after
it emerged she had housed an illegal immigrant.

—Bob Davis contributed to this article.

Write to Jonathan Weisman at jonathan.weisman@wsj.com
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LETTERS TO THE EDITOR
Timothy Geithner's Tax Problems

Monday, January 19, 2009

At a time when the nation needs a reliable, respected
voice on financial issues at the Treasury Department,
is an admitted tax cheat the best we can do [front page,
Jan. 14]?

Over several years, Treasury secretary nominee
Timothy F. Geithner failed to pay Social Security
taxes, even though he was advised by his employer to
do so, signed an agreement indicating that he
understood that such payments were his responsibility
and received extra pay from his employer specifically
for that purpose.

Mr. Geithner "came clean” only when he was caught,
first by an IRS audit that found he owed Social
Security taxes for 2003 and 2004 and then when
additional tax liabilities for 2001 and 2002 were
discovered after his nomination. He has been praised
for repaying these additional taxes for the earlier years,
which apparently may not have been required under a
statute of limitations, but this raises another question:
Why didn't he voluntarily correct his 2001 and 2002
taxes once he found out that he had made the same
error in 2003 and 20047

Timothy Geithner is not the "change we need," and
President-elect Barack Obama should withdraw his
nomination.

WILLIAM D. CORDES
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A few years ago | was a U.S. citizen employed at the Canadian Embassy in Washington;
the embassy's tax status is similar to that of the International Monetary Fund.

On my first day | was informed by the human resources department that the Canadian
Embassy does not withhold U.S. taxes and for tax purposes | was to be considered self-
employed. As such, | would be responsible for all state and federal income taxes on my
income. Like all good Americans, | promptly forgot about my tax obligation until the
following tax season.

CONTINUED 1 22

Sponsored Links

Be a Force. For Small Biz
Counter big government. Join NFIB. One Voice. One Force. For Small Biz

FIRE SALE: iPads for $23.74?
SPECIAL REPORT: iPads are being auctioned for an incredible 85% off!

Mortgage Rates Hit 3.25%
If you owe less than $729k you probably qualify for Obamas Refi Program

Buy a link here

Sponsored Links

Obama Urges Homeowners to Refinance
If you owe less than $729k you probably qualify for Obamas Refi Program
www.SeeRefinanceRates.com

SHOCKING: 2010 Honda Civic for $1,732.09
SPECIAL REPORT: High ticket items are being auctioned for an incredible 90% off!
www.ctips.net

Dick Morris & Aftershock
Dick Morris Recommends This Book. Get Your Free* Copy Now.
www.Newsmax.com

Buy a link here

More ways to share this Article... More ways to

SUb'_f'lt SUb'_f'lt 5 share this Article...

to digg to digg
ﬁ Reddit L Twitter
ﬁ"' myspace .. del.icio.us
NT NewsTrust @ Stumble It!

L1

TOP JOBS @he Washington Post
= Business Jobs

=« Computer Jobs

= Construction Jobs

« Education Jobs

« Engineering Jobs

« Healthcare Jobs

« Legal Jobs

=« Management Jobs
= Media Jobs

« Non-Profit Jobs

« Sales Jobs

= Science Jobs

Find Your Dream Job Now!

| I location

FIND JOBS

Jobs by Simply

I keywords

FEATURED ADVERTISER LINKS

Lawsuit: Cochlear Implants, Seroquel, Accutane, Yaz
Gallbladder, TVT Sling, Shoulder Pain Pumps

Gulf Oil Spill, Class Action, Mesothelioma, Asbestos Cancer,
IVC Filters, Lung Cancer, Avandia

Get 3 credit scores, reports & monitoring!

Russia Now: In-Depth Coverage of Russia News, Business,
and More.

TimeSpace: Navigate articles, photos, video and commentary
from around the globe.

Looking to buy a home? Visit TWP Real Estate section for
the latest open houses.

Make Your Vanguard Investing More Profitable - Free
Research Report Reveals 5 Worst Funds for Your 401k

Related

Muddling the Mideast picture
Regarding George F. Will's Aug. 19 op-ed column, " Skip
the lecture on Israel's 'risks for peace ' "

= Dr. Laura's First Amendment rights
= Standardized tests and the status quo

Most Viewed Opinion Articles
= Whining on the right

= The mosque cop-out

= Democrats and the 'evil eye’

= Moral myopia at Ground Zero

http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070.htmI[8/24/2010 6:05:15 PM]

Slate ucHucHTs

1

The Alaskan
Candidate Whom
Palin Endorsed

= NYT's Bogus Story About Technology and Nationa...
= Why Fla. Republicans Might Not Elect the Guy W...
= Hitchens on the "Ground Zero Mosque" and Musili...

See All of Slate »




http://reddit.com/submit?url=http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070.html%3Freferrer=reddit&title=Timothy Geithner's Tax Problems
http://twitter.com/home?status=Timothy Geithner's Tax Problems - http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070.html
http://del.icio.us/post?v=4&partner=wpni&noui&jump=close&url=http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070.html%3Freferrer=delicious&title=%22Timothy Geithner's Tax Problems%22&notes=At a time when the nation needs a reliable, respected voice on financial issues at the Treasury Department, is an admitted tax cheat the best we can do [front page, Jan. 14]?
http://www.stumbleupon.com/submit?url=http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070.html&title=Timothy Geithner's Tax Problems
http://www.washingtonpost.com/wp-dyn/content/article/2010/08/23/AR2010082304998.html
http://www.washingtonpost.com/wp-dyn/content/article/2010/08/23/AR2010082305015.html
http://www.washingtonpost.com/wp-dyn/content/article/2010/08/23/AR2010082304997.html
http://www.washingtonpost.com/wp-dyn/content/article/2010/08/23/AR2010082303743.html?nav=hcmoduletmv
http://www.washingtonpost.com/wp-dyn/content/article/2010/08/23/AR2010082303744.html?nav=hcmoduletmv
http://www.washingtonpost.com/wp-dyn/content/article/2010/08/23/AR2010082302480.html?nav=hcmoduletmv
http://www.washingtonpost.com/wp-dyn/content/article/2010/08/19/AR2010081904769.html?nav=hcmoduletmv
http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070_2.html
http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070_2.html
http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070_2.html
http://www.washingtonpost.com/wp-dyn/content/article/2009/01/18/AR2009011802070_2.html
http://washingtonpost.adsonar.com/admin/advertisers/indexPl.jsp
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://washingtonpost.adsonar.com/admin/advertisers/indexPl.jsp
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(13*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(15*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(47*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(25*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(17*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(29*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(23*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(11*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(27*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(21*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(41*)
http://nationaljobs.washingtonpost.com/a/all-jobs/list/q-onet:(19*)
http://www.slate.com/id/2264502?wpisrc=xs_wp_0001
http://www.slate.com/id/2264502?wpisrc=xs_wp_0001
http://clk.atdmt.com/goiframe/169649507/234599967/direct/01
http://www.simplyhired.com/?aff_id=11329
http://www.simplyhired.com/?aff_id=11329
http://www.weitzlux.com/cochlear-implants-lawsuit_1933467.html
http://www.weitzlux.com/seroquel-lawsuit_609553.html
http://www.weitzlux.com/accutane-lawsuit_1049.html
http://www.weitzlux.com/yaz-gallbladder_1961448.html
http://www.weitzlux.com/yaz-gallbladder_1961448.html
http://www.weitzlux.com/tvt-mesh_1961527.html
http://www.weitzlux.com/shoulder-pain_1937467.html
http://www.erinonyourside.com/environmental-litigation/brockovich-gulf-oil-spill.html
http://www.weitzlux.com/bp-class-action_1961880.html
http://www.weitzlux.com/mesothelioma-lawyer_1055.html
http://www.weitzlux.com/asbestos-cancer_107.html
http://www.weitzlux.com/ivc-filter_1937818.html
http://www.weitzlux.com/asbestos-lung-cancer_612371.html
http://www.weitzlux.com/avandia-lawsuit_1556271.html
http://ad.doubleclick.net/clk;225438631;49142631;d?http://www.equifax.com/bnr/equifaxcomplete
http://ad.doubleclick.net/clk;219459861;4475171;r?http://www.washingtonpost.com/wp-adv/advertisers/russia/
http://ad.doubleclick.net/clk;219459861;4475171;r?http://www.washingtonpost.com/wp-adv/advertisers/russia/
http://timespace.washingtonpost.com/project/world/
http://timespace.washingtonpost.com/project/world/
http://www.washingtonpost.com/real-estate/dc-buy-home.html
http://www.washingtonpost.com/real-estate/dc-buy-home.html
http://www.investorplace.com/order/?sid=XC4106
http://www.investorplace.com/order/?sid=XC4106
http://www.slate.com/id/2264502?wpisrc=xs_wp_0001
http://www.slate.com/id/2264502?wpisrc=xs_wp_0001
http://www.slate.com/id/2264502?wpisrc=xs_wp_0001
http://www.slate.com/
http://www.facebook.com/sharer.php?u=http%3A%2F%2Fwww.washingtonpost.com%2Fwp-dyn%2Fcontent%2Farticle%2F2009%2F01%2F18%2FAR2009011802070.html%3Freferrer%3Dfacebook&src=sp
http://www.facebook.com/sharer.php?u=http%3A%2F%2Fwww.washingtonpost.com%2Fwp-dyn%2Fcontent%2Farticle%2F2009%2F01%2F18%2FAR2009011802070.html%3Freferrer%3Dfacebook&src=sp
http://www.facebook.com/sharer.php?u=http%3A%2F%2Fwww.washingtonpost.com%2Fwp-dyn%2Fcontent%2Farticle%2F2009%2F01%2F18%2FAR2009011802070.html%3Freferrer%3Dfacebook&src=sp
http://www.facebook.com/sharer.php?u=http%3A%2F%2Fwww.washingtonpost.com%2Fwp-dyn%2Fcontent%2Farticle%2F2009%2F01%2F18%2FAR2009011802070.html%3Freferrer%3Dfacebook&src=sp
http://www.facebook.com/sharer.php?u=http%3A%2F%2Fwww.washingtonpost.com%2Fwp-dyn%2Fcontent%2Farticle%2F2009%2F01%2F18%2FAR2009011802070.html%3Freferrer%3Dfacebook&src=sp
http://www.slate.com/id/2264778?wpisrc=xs_wp_0001
http://www.slate.com/id/2264898?wpisrc=xs_wp_0001
http://www.slate.com/id/2264770?wpisrc=xs_wp_0001

Geithner's Tax Troubles Are Serious - Forbes.com

Become a member | Log In
Portfolio | Save $50-Forbes Stock Market Course

Make Forbes.com My Home Page
Bookmark This Page

Forbes attache

by participating in a short survey .
ecutive Conference Center

or successful meetings. :
> LEARN MORE

Bvery Touota has o story, Shore yours. ﬂ
In love with my 2010 Camry SE. My family took it on ) B
vacation this summer and the MPG was excenfionallll

St
_.?'_cLch HERE TO
Laarn mors alout the 2011 Lawry () TOYOTA '* Add Authors

2010 Carnry

n love with my 2010 Camry SE. My tamily took it on
vacation this summer and the MPG was exceptionallll

) Bvery Touota has a story, Share yours. ﬂ

Lanrw wora about the 2017 Rowry (1) TOYOTA

Forbes Attache
You Navigate.
We Notice.

Recommended content

based on your interests.
Home Page for the World's Business Leaders

Free Trial Issue

_ Stock Quote

Forbes

mEcom
ASIA

CLICK HERE TO
Personalize
Forbes.com

Search

US. EUROPE

Home Lists Business Tech Markets Personal Finance Entrepreneurs Leadership ForbesLife Opinions Newsletters

Autos Billionaires Energy Logistics Media & Entertainment Pharma & Health SportsMoney Wall Street Washington

The New President
Geithner's Tax Troubles Are Serious
Brian Wingfield, 01.13.09, 07:22 PM EST

The issues surrounding Obama's choice for Treasury
secretary may be worse than Democrats are letting on.

Timothy Geithner

WASHINGTON, D.C.--Timothy
Geithner has just run into a
potentially serious obstacle on the
road to his confirmation as Barack
Obama's Treasury secretary.

about Geithner's tax obligations,
which resulted in his recent
payment of $42,702 in additional
taxes and interest for tax years
2001 to 2004. In addition, the
committee's report on the matter
says that in 2005 Geithner
employed a housekeeper for
about three and a half months
after her ability to work in the U.S.
had lapsed.
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Committee Chairman Max Baucus,
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D-Mont., described Geithner's

errors as "serious," but he said + NEWSLETTER

they were "honest mistakes" that
"do not rise to the level of
disqualification." Baucus also said
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b YAHOO! BUZZ b YAHOO! BU.
Geithner corrected the problems

as soon as he learned of them.

The Montana Democrat wants to have a confirmation hearing
on Friday because he says it's important to have a Treasury
secretary on "day one." Obama's inauguration takes place Jan.
20.

But Geithner's tax troubles are more worrisome for his
confirmation than Baucus lets on--and not just because the

According to the Senate committee's report, Geithner "recently
filed amended tax returns" for each tax year from 2001 through
2006. However, the report doesn't specify when these returns

were filed, leaving open the question about how long Geithner
knew about the improprieties before he fixed them.

On Dec. 5, Obama's transition team told Finance Committee
staff that Geithner hadn't paid social security or self-

years ago, the IRS audited Gelthner for tax years 2003 and
2004, which resulted in him paying back taxes and interest--but
no penalties--totaling $16,732.

However, Geithner voluntarily amended his 2001 and 2002
returns only after Obama expressed interest in nominating him
to the Treasury post. The total bill this time: $25,970.

@ Comment On This Story

Income taxes for U.S. citizens who work for the IMF can be
tricky. The IMF doesn't withhold an employee's share of social
security taxes, and all of the organization's employees are
responsible for meeting their own tax obligations. The IMF
gives its employees--Geithner included--direction on how to
pay self-employment taxes. And Geithner, a former Treasury
official who is now president of the New York Fed, has dealt

with complicated tax issues before, the report notes.
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Geithner's Tax Troubles Are Serious - Forbes.com
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2009 Tax-Planning Calendar

Was Geithner previously aware of irregularities on his 2001
and 20027 Did he only correct them when it became evident
that a congressional committee would likely scrub his tax
records in anticipation of confirmation hearings? The report
doesn't say. Officials from Obama's transition team were not
immediately available to comment.

But there's another concern, related to three people who have
worked for him as household help since 2004. "He did not
obtain the required Form 1-9, Employment Eligibility
Verification, from these persons at the time they were hired to
verify their legal work status," the Finance Committee's report
says.
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Nonetheless, Geithner was apparently aware of their legal
status--someone entered into an address book owned by the
Geithners, the report says. The Geithners apparently made a
record that one employee's legal work status expired in July
2005, though she "did not renew her legal work status and the
Geithners did not follow up with the employee to confirm
whether she had done so." The person remained on the
family's payroll until October 2005.

For now at least, Obama is standing by Geithner, one of his
most vaunted Cabinet nominees.

"The president-elect chose Tim Geithner to be his Treasury
secretary because he's the right person to help lead our
economic recovery during these challenging times," incoming
White House Press Secretary Robert Gibbs said in a
statement. "He made a common mistake on his taxes and was
unaware that his part-time housekeeper's work authorization
expired for the last three months of her employment.”

And Senate Democrats--including Majority Leader Harry Reid
and Sen. Charles Schumer of New York--are already starting
to rally behind the nominee, who has been a major player in
the government's response to the economic crisis.

The real question is whether Republicans on the Finance
Committee will respond. They're likely to raise perhaps the
biggest issue of all--concerns about the vetting process for
Obama's Cabinet members. Earlier this month, New Mexico
Gov. Bill Richardson, the nominee for commerce secretary,
withdrew his name amidst questions regarding a pay-to-play
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investigation in his state.

Obama has pledged to make addressing the economic crisis

his top priority. The timing for this couldn't be worse.
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