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FBI Probes Hack at Citibank

Russian Cyber Gang Suspected of Stealing Tens of Millions; Bank Denies Breach








 
By SIOBHAN GORMAN and EVAN PEREZ

The Federal Bureau of Investigation is probing a computer-security breach targeting Citigroup Inc. that resulted in a theft of tens of millions of dollars by computer hackers who appear linked to a Russian cyber gang, according to government officials.
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The attack took aim at Citigroup's Citibank subsidiary, which includes its North American retail bank and other businesses. It couldn't be learned whether the thieves gained access to Citibank's systems directly or through third parties.

The attack underscores the blurring of lines between criminal and national-security threats in cyber space. Hackers also assaulted two other entities, at least one of them a U.S. government agency, said people familiar with the attack on Citibank.

The Citibank attack was detected over the summer, but investigators are looking into the possibility the attack may have occurred months or even a year earlier. The FBI and the National Security Agency, along with the Department of Homeland Security and Citigroup, swapped information to counter the attack, according to a person familiar with the case. Press offices of the federal agencies declined to comment.

Joe Petro, managing director of Citigroup's Security and Investigative services, said, "We had no breach of the system and there were no losses, no customer losses, no bank losses." He added later: "Any allegation that the FBI is working a case at Citigroup involving tens of millions of losses is just not true."

Citigroup is currently 27%-owned by the federal government.

The threat was initially detected by U.S. investigators who saw suspicious traffic coming from Internet addresses that had been used by the Russian Business Network, a Russian gang that has sold hacking tools and software for accessing U.S. government systems. The group went silent two years ago, but security experts say its alumni have re-emerged in smaller attack groups.

Security officials worry that, beyond stealing money, hackers could try to manipulate or destroy data, wreaking havoc on the banking system. When intruders get into one bank, officials say, they may be able to blaze a trail into others.




Last month, a federal indictment in Atlanta named eight alleged Russian and Eastern European hackers, most still at large, who prosecutors say broke into a U.S. unit of Royal Bank of Scotland in 2008 and stole $9 million from ATMs in 280 cities world-wide in a matter of hours. RBS cooperated with investigators and ensured that its customers were reimbursed.

Losses to online crime of all types exceeded $260 million in the U.S. last year, the FBI estimates. Attacks on corporations are "at an epidemic level," former White House cyber-security director Melissa Hathaway said recently.

U.S. banks have generally been loath to disclose computer attacks for fear of scaring off customers. In part this is an outgrowth of an experience Citibank had in 1994, when it revealed that a Russian hacker had stolen more than $10 million from customer accounts. Competitors swooped in to try to steal the bank's largest depositors. Citibank said at the time that it was able to recover most of the money and that the attack didn't put customer funds at risk.

The new attack targeting Citibank highlights the growing sophistication and threat posed by overseas criminal networks. "There were a couple of days of struggling," said one person familiar with the attack. "There were some sophisticated elements that made it hard to block."

Among weapons the hackers used, according to people familiar with the case, was a small army of infected computers commanded by software called Black Energy. Hackers use Black Energy primarily to block access to Web sites. Somebody used it during Russia's brief 2008 war with Georgia to shut down Georgian government and bank Web sites. Someone also used it in 2007 to block government and bank Web sites in Estonia and to attack the Web site of a political foe of Vladimir Putin, then Russia's president and now its prime minister.

Black Energy was written by a Russian hacker who goes by the name Cr4sh, said Joe Stewart, a researcher for SecureWorks, a computer-security company. The software sells online for $40, according to Jose Nazario, a manager at Arbor Networks, which analyzes computer threats.

Black Energy can be upgraded to invade computer systems and snatch data. DigitalStakeout, a firm that monitors cyber attacks, found in April that Black Energy was being used with a tool that steals bank-account log-on information. The combination was being sold online for $700 as a package called the YES Exploit System, said DigitalStakeout's chief executive, Adam Mikrut.
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Over the summer, Mr. Stewart said, he discovered that Cr4sh had developed a new version of Black Energy with an added feature that steals banking credentials. In the Citi attack, the software included a tailor-made feature designed to attack the bank, according to two people familiar with the incursion. The thieves stole an estimated tens of millions of dollars, according to three people familiar with the matter. It remains under investigation, and whether any of the money has been recovered couldn't be learned.

The migration of payments to the Internet, in combination with new bank systems that settle transactions the same day, "has enabled bank heists to occur in seconds from thousands of miles away," said Tom Kellermann, a former World Bank cyber-security official and now an executive at Core Security Technologies.

Robert Blanchard, co-owner of Bridge Metal Industries, a lighting company in Mount Vernon, N.Y., can attest to that.

At 3 a.m. on July 6, Mr. Blanchard tried to log on to his company's Citibank account but couldn't do so with his regular password and token code. He says he called Citibank and was told it would change his password and send him a new one by overnight mail. "I thought at that point I was safe," he says.

But he still couldn't get in. By the time he called his local bank branch to sort out the problem, he says, online thieves had sent $1,007,655 to banks in Latvia and Ukraine. "Even the bank can't act as quickly as these guys," Mr. Blanchard says.

It isn't clear whether the incident was part of the larger attack on Citibank.

Investigators discovered that a computer at Mr. Blanchard's lighting company had been infected by a computer at another company he co-owns. That one then dragooned his lighting-company computer into a group of computers used to attack others -- the same modus operandi as Black Energy's.

The software loaded on one of Mr. Blanchard's computers included a spyware program that logged the keystrokes he typed and could capture the data he used to sign on to his bank account, he says. He adds that after days of prodding, Citibank sleuths began working to help him recover $810,855 from the Latvian bank, and Citibank then gave him the remainder.

Asked about the Blanchard case, Citigroup said: "While we do not discuss customer details, the individual case described was an isolated incident of fraud. Consistent with legal requirements, our customers are not liable for any unauthorized use of their accounts."

—David Enrich contributed to this article.
Write to Siobhan Gorman at siobhan.gorman@wsj.com and Evan Perez at evan.perez@wsj.com
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Mexico Ramps Up Drug War With a Surge on Rio Grande









 
By JOSé DE CóRDOBA and JOEL MILLMAN

CIUDAD JUÁREZ, Mexico—A few weeks ago, Army Captain Ramón Velásquez got his introduction to Ciudad Juárez, ground zero in Mexico's war against violent drug cartels.

A stocky man with round glasses, Capt. Velásquez led a 10-man patrol in midday traffic on one of the city's major boulevards. Suddenly, gunmen with automatic rifles opened up on a taxi stuck at a traffic light about three blocks away, killing two men and a woman.


Capt. Velásquez scrambled to the site of the killings, where the gunmen had already vanished. He and his men yelled questions at dozens of eyewitnesses: How many killers were there, what kind of car did they drive? "Not one person said a word. Not even what direction they had gone," says Capt. Velásquez, 42. "Executions here happen at any time, at any place. That terrifies the population. They don't trust anybody. And they don't talk."

For two years, the center of Mexico's bloody drug war has been this gritty city of 1.5 million people across the river from El Paso, Texas. Two of Mexico's most powerful gangs are battling for control of the city, a gateway for drugs going to the U.S. as well as a growing local drug market.

In response, President Felipe Calderón has sent 7,000 soldiers and 2,000 federal police to stem the violence —so far, unsuccessfully. In 2008, 1,600 people were killed in drug-related hits. This year, more than 2,500 have died. By some estimates, Juárez's approximately 165 deaths per 100,000 residents make it the murder capital of the world. That compares with 48 violent deaths per 100,000 residents of Baghdad.

The chaos in Ciudad Juárez has snared Mexico's army, the country's most respected institution, in what may be a no-win situation. Even as the violence rises, so do allegations of human-rights abuses by the army. The failure to pacify Ciudad Juárez has put Mr. Calderón's antidrug strategy—based largely on using the military to retake control of the country from drug cartels that have corrupted local police and politicians—on embarrassing public display.

"The assassins have won," says Bernardo Garcia, the white haired owner of a tiny tortilla factory. His brother Refugio, a clothes vendor, was killed two weeks ago as he left a church service with his daughter by a drug gang who wanted to extort him. "Only God can help us now," he says.


Mr. Calderón's war on drug gangs has defined his presidency so far. Within months of his 2006 inauguration, he dispatched the army to states where drug-related violence was on the rise, calling powerful drug cartels a threat to national security. Three years later, some 45,000 troops—about a quarter of the army—patrol areas ranging from Ciudad Juárez to Mr. Calderón's home state of Michoacán.

The conservative has won praise in many quarters, including Washington, for squarely taking on the drug gangs. Mr. Calderón has extradited dozens of traffickers wanted in the U.S. Last week, elite Navy troops killed Arturo Beltrán Leyva, one of Mexico's most powerful drug lords, in a four-hour battle at a luxury condominium complex in the resort city of Cuernavaca.

But in weary Ciudad Juárez, he is blamed for having gone to war without a comprehensive victory strategy. Since first sending troops to Ciudad Juárez in March 2008, Mr. Calderon has only made two fleeting visits to the city. He hasn't engaged residents on the violence consuming the city. "He stays for two hours and he's gone," says Daniel Murgía, president of the local Chamber of Commerce. "They've left Ciudad Juárez totally alone. There is a total absence of authority."

Mr. Murgía and other business leaders last month called for the United Nations to send peacekeepers to tame the city's violence. Mr. Murgía went further and breached a Mexican taboo when he asked that the U.S. send military police to help. In early December, 3,000 Juárez citizens staged a protest march. Some carried placards asking the army and federal police to leave.

Jorge Tello, Mexico's National Security adviser, says the government has devoted more resources to fighting drugs and violence in Ciudad Juárez than any other place in Mexico. "We are doing everything we can," said Mr. Tello, who travels monthly to the city, but he acknowledges: "We need better results."

Ciudad Juárez has the look and feel of an occupied city. Soldiers, their faces covered with black balaclavas and manning automatic rifles or 50 caliber machine guns, constantly crisscross Ciudad Juárez in open-backed SUVs.

In some ways, Capt. Velásquez and the Mexican army in Ciudad Juárez are in a similar situation to U.S. soldiers when they first occupied Baghdad after ousting Saddam Hussein. The U.S. had overwhelming superiority in troop strength and firepower, but its conventional forces were soon bogged down in a guerrilla war with an enemy that ambushed U.S. troops with devastating results. Lacking good intelligence, the U.S. could neither protect the general Iraqi population nor effectively strike back at its guerrilla tormentors.

While Ciudad Juárez' drug dealers and hit men aren't guerrillas or suicide bombers—largely they are trying to kill each other instead of Mexican soldiers—they do use the hit-and-run tactics of guerrillas, melting back into the population and making it difficult to tell who is who. As in Iraq, ordinary citizens are afraid to provide information to the authorities. On their daily rounds, Capt. Velásquez and his men are also under constant surveillance from young boys working for the drug gangs who inform their bosses of his patrol's every movement.

"There are many people who watch us all the time," says Capt. Velásquez, an artilleryman who, like most soldiers here, is on a two-month rotation. "They control time and place. It's the same rule anywhere: He who knows the terrain has superiority."

Ciudad Juárez's troubles began in January 2008, when Mexico's most notorious drug lord, Joaquín "El Chapo" Guzman, tried to take over the city's drug trade from the local Juárez Cartel, which was itself backed by a cadre of corrupt cops and ex-cops called La Linea, or The Line. Mr. Guzman recruited two local gangs—the Artistic Assassins and the Mexicles—to take on the Aztecas, another gang in the service of the hometown La Linea, according to the city's mayor and other officials.

The confrontation has reshaped life in Ciudad Juárez. At times, hit men from both sides have broken into hospitals to finish off wounded victims, so now, people wounded by assassins are only taken in at three city hospitals which have extra security. Funeral corteges are also targets, so funeral masses are shorter and also have special security.

Drivers in the morning rush hour have sometimes been greeted with the grisly sight of dismembered bodies. One favorite dumping ground is a highway overpass known as the Rotary Bridge in honor of the city's Rotary club. Authorities say women are taking up the assassin's trade, and they can be as cold-blooded as the men. It was a woman who walked up to another woman dropping off a friend at the city's largest hospital and shot her dead two weeks ago in the middle of the day.

The drug gangs have branched out into extortion. On a recent patrol, Capt. Velásquez' convoy stopped at a modest strip mall, where a woman swept out the broken glass from a small restaurant. The previous night, three gunmen in a beat-up Nissan Sentra, who had been demanding protection money, drove by and shot up the place. Extortionists had driven out 14 out of the mall's 18 clients.

The landlord, a lanky, leathery-faced man wearing a blue jean jacket, said he'd cut the restaurant's rent by half, to $350 a month, because the violence has driven many clients away. "Anybody who has any money is leaving for the other side of the border," he said. "You can't live here anymore."

The extortion wave has spread to funeral homes. Last month, an assassin and his driver parked in front of the Funeraria del Refugio, a squat, yellow building on a crowded street. The killer walked in, interrupting a funeral, and locked mourners in the bathroom, yelling that he had come to collect a protection payment. He then executed the funeral home's manager, police and eyewitnesses say. The next day, the men returned and burned down the funeral home.

In March, 2008, soon after the troubles began, Mr. Calderón dispatched 2,000 troops. As the violence rose, he ordered a surge of an additional 5,000 troops and 2,000 federal police in April of this year. Both times, the murder rate fell sharply after the troops arrived. But the drop-off in killings lasted a few weeks. As soon as the drug gangs figured out the new patterns of army and police patrolling, they resumed killing.

Some experts say the Mexican army needs to adopt the style of the counter-insurgency tactics used by the U.S. military in the Iraq war. That strategy got American soldiers out of large bases and forced them to interact with the population and get intelligence. "They have to co-mingle with the locals and find out who's who in the zoo. Find out where the bad guys are, and preempt them," says a former U.S. military officer with knowledge of the Mexican army. But, the official says, the Mexican army, which is made up of conscripts, isn't trained on how to interact with the community. The result: a lot of patrolling that's good for show but bad for results.

In Ciudad Juárez, soldiers generally are on patrol or back at a local army base or other temporary housing, including abandoned factory buildings. One reason: the high command fears that contact with the city's drug traffickers could induce desertions to the dark side.

It has happened before. In 1997, about 30 defectors from an elite army unit went to work for the Gulf Cartel. These former soldiers, known as "Zetas," became the Gulf Cartel's enforcers, deploying tactics such as decapitations to terrorize rival cartels and law enforcement.

Manuel Aponte, a former army lieutenant who deserted in 2004, has become the right hand man of Joaquin Guzman, the cartel leader, and is leading the Sinaloa cartel's assault on Ciudad Juárez, according to a recent Mexican intelligence document viewed by The Wall Street Journal.

Soldiers aren't considered to be remotely as corrupt as Mexico's notorious police forces. But the army has a questionable record. A decade ago, Mexico was deeply embarrassed when its newly named drug czar, army Gen. Jesús Gutíerrez Rebollo, was arrested for being in the pay of a drug lord.

The army says it is slowly turning things around in Juárez. In the past year, it has arrested the vast majority of the 5,518 people detained for alleged drug trafficking and weapons violations, according to Enrique Torres, a spokesman for the joint army and police operation.

Two weeks ago, the army held a news conference to display five handcuffed men, whom they introduced as members of the Azteca gang. The five are alleged to have quickly admitted to taking part in or ordering 268 killings. Mr. Torres says the army has arrested 60 people responsible for more than 1,000 killings.

Others in Ciudad Juárez doubt such claims. Mexican authorities, be they army or police, have little capacity to investigate crimes. Many people here believe that the authorities resort to torture or beatings to wring confessions out of suspects. "So what does the army do? They find a guy, and they hang 30 murders on him!" says Hernán Ortiz, a professor and civic activist. "Does anyone believe these cases were investigated?"

Another problem is mounting allegations of human rights abuses that could hurt the army's image. Since its incursion, the army has been accused not only of beatings and looting homes, but also, in more than 20 cases, of disappearing people and conducting extrajudicial killings.

One such case concerns two brothers, Carlos Guzmán, 28, and José Luis Guzmán, 27. The two worked at a shop run by their father, Javier, that sells everything from old sewing machines to used typewriters. Both sons were detained in a raid by soldiers and federal police on Nov. 14, 2008. A federal police report says the two were detained by the army, which took them to a nearby base. They haven't been seen again.

For a year, the army denied it had anything to do with the case. "We protested, but the army has always denied it took them," says the elder Mr. Guzmán, 56, wearing a baseball cap as he stands by a stack of old radios. But on Dec. 2, Mr. Guzman met with three army lawyers who told him they would investigate.

"They say the last thing that dies is hope," says Mr. Guzman. "But a year has passed and you imagine the worst. Every 15 days I go to the morgue to see if my sons have turned up."

The army largely dismisses complaints of abuses as the work of people allied with drug traffickers who want to drive the soldiers out of the city. "Many times they make human rights complaints because they want to limit our capacity for action and besmirch the institution," says Brigadier General Jesús Hernández Pérez, commander of the 4th Artillery Regiment, and Capt. Velásquez' commanding officer.

Mr. Guzman says he was happy the soldiers had arrived to clean up Ciudad Juárez. "Not all the military are bad," he says. "Some do their job right. But the ones I got were bad."


Write to José de Cordoba at jose.decordoba@wsj.com and Joel Millman at joel.millman@wsj.com 
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A Town Gets a Sentimental Feeling for Injured Christmas Tree

La Vista, Neb., Hopes Suspected Perp's Crime  
Isn't the Final Cut for a Blue Spruce








 
By DIONNE SEARCEY

LA VISTA, Neb. -- Residents of this small city have been gathering for years at Christmastime for the lighting of a 55-foot-tall Colorado blue spruce, singing carols and watching as Santa is hoisted up to touch the star on top.




But after last Christmas, the city learned that a vandal had struck. Someone had hacked through the tree's dense evergreen branches -- and even through strands of lights that had been carefully strung around it -- and attempted to saw it down.

Now, the alleged perpetrator's fate depends on whether the tree lives or dies.

The narrow cut that nearly encircled the trunk was discovered by city workers when they were taking down the decorations in January. Arborists were quickly called in and diagnosed the wound as a fatal slice through the tissue that carries nourishment to the tree.

La Vista, in the state that created Arbor Day in 1872 to honor trees, was outraged by the damage to the tallest of the several spruces that grow in front of city hall. They were planted more than 40 years ago. "I was extremely upset to think someone was so cruel to try to cut down a tree that had lived so many years," said Helen Sinnett, 79, a resident of La Vista since the city was incorporated in 1960. "Everybody was upset about it."

Calls poured in to city hall from residents whose holiday cheer had turned to post-Christmas anger. Clients who came in for a trim at the Stylehouse Barbershop, where Mayor Douglas Kindig cuts hair, carped to each other from chair to chair.

"This has been a symbol of Christmas for people in this area for years," the mayor said. "There was anger and just utter dismay that someone would do this. People were angry. They wanted revenge."



[image: La Vista, Neb., Christmas tree in front of city hall.]



The town offered a $500 reward, and anonymous tips to a police hotline led them to 19-year-old suspect, Johnathan P. Roy. Police with a search warrant found five handsaws at Mr. Roy's home. He was arrested and jailed on charges of felony criminal mischief, which carries a possible five-year prison sentence and a $10,000 fine. He pleaded not guilty.

Arborcide per se isn't a crime in Nebraska, though it is in other jurisdictions, including New York City. According to the New York City Department of Parks & Recreation, anyone who cuts down trees on public property can face a year in jail or be fined as much as $15,000 and face other civil fines.

Mr. Roy's trial was scheduled for fall. Plans were in place to feature testimony from a tree DNA scientist who would compare sap residue on the handsaws to the sap of the blue spruce. Crime scene investigators were set to take a rubber impression of the gash and compare it to the teeth of the saws.

But last summer's relatively cool weather and heavy rainfall across the Plains have apparently given the tree a reprieve. It seems to be recovering. Its branches are strong and green, and gray sap drips from the cut, scabbing over the wound in a sign that the tree is trying to heal itself.

Prosecutors called off the trial, at least for the time being, and are waiting to see how the tree fares through winter before proceeding with the case. For now, Mr. Roy's legal fate depends on the health of the tree.

Officials could charge Mr. Roy with a lesser crime and move on. But they say they fear a harsh winter might kill the tree and leave townsfolk feeling that justice hadn't been served.

"It's like having a victim who's lingering in a coma, and you think, gosh, do we charge murder or a serious assault?" said Stephanie Hansen, the Sarpy County prosecutor handling the case. "We're in a holding pattern with nature."

Mr. Roy, now 20, apparently has moved out of state, according to prosecutors and his father, Bob Roy. The younger Mr. Roy couldn't be reached for comment. His lawyer didn't return repeated calls for comment. Mr. Roy's MySpace page lists his occupation as a painter and says he was married in June. In February he wrote, "I'm innocent."



[image: sap drips from the wound left in the trunk of the La Vista, Neb., Christmas tree]



The tree is among the main scenic attractions of this Omaha suburb, population 18,900, whose fast growth contributed to what some residents say is a lack of small-town charm. La Vista's main street is a four-lane highway lined by strip malls and chain restaurants. Small, ranch-style houses dot the terrain.

The tree is one of several the city obtained free of charge when a landscaper went out of business. Planted in a small stand near the city offices, the tree grew to overshadow the others. It survived a major ice storm in 1997 and wasn't affected by a disease that a few years ago killed off the only other spruce that approached its height.

La Vista started decorating its spruce about two decades ago, for a time stringing so many Christmas bulbs that workers had to turn off the lights in city hall before flipping the switch on the tree to avoid blowing a fuse. Through the years, the tree became so special to the town that planners in the early 1990s drew a blueprint for a new city hall and community center around it.

The tree's wound still feels fresh for those city employees who discovered the damage.

Squatting recently at the scene of the crime inside the tree's dense canopy, Dutch Sevener, a maintenance worker, described finding the cut as he took down strands of the tree's 3,500 new LED lights. "I hollered, 'Whoa, somebody's started cutting the tree down!" said Mr. Sevener. "It was devastating."

He crouched on his knees and gently traced the jagged cut. La Vista Park Superintendent Brian Lukasiewicz took out his black pocketknife and stuck it in the groove, running it around the trunk, to show how deep it went. He pointed to what appeared to be the beginnings of a v-shaped notch the suspect also had engraved, a technique used to fell a tree in a certain direction.

"It was like someone kneed me in the stomach," Mr. Lukasiewicz said, he said, while perched under the lines of colorful bulbs snaking throughout the tree again this Christmas. "There were people who were literally in tears, sick, over this."

—James Oberman contributed to this article
Write to Dionne Searcey at dionne.searcey@wsj.com
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Bonds Are Signaling a Stronger Recovery









 
By EMILY BARRETT and JOANNA SLATER

A closely watched bond-market measure of investor optimism hit a record Monday, amid signs the U.S. economy's recovery is strengthening.

That measure is the yield curve -- the difference between short-term and long-term interest rates on government bonds. That number is at its highest level ever, surpassing the record set in June, and signals that investors are expecting a stronger economic turnaround ahead.

The milestone comes amid a broad sell-off in government bonds, as investors shift money into riskier assets like stocks in anticipation of stronger growth. Last year, investors dumped stocks and sought the safety of government bonds amid the financial panic. That drove up the prices of government debt, and thus drove down the yields on some to record lows.

That trend has reversed. On Monday, stocks jumped on positive words from Wall Street analysts and news of acquisitions in the mining and health-care sectors. The Dow Jones Industrial Average rose 85.25 points to 10414.14, putting it in positive territory for the month. The Dow's strongest component was Alcoa, the aluminum maker whose business is closely tied to the economic cycle, which rose 7.9%. Low trading volumes at the end of the year may also be exaggerating market movements.

The interest-rate development is good news for banks, which normally borrow at short-term rates and lend at long-term rates. The bigger the difference, all else being equal, the bigger their profit. Higher profits mean banks can refill their coffers, which have been drained by bad debts, and return to health.

The yield curve steepens when the Federal Reserve, which controls short-term interest rates, keeps them low to spur the economy. But at the same time investors, expecting growth to resume and with it the possibility of inflation, sell longer-term government bonds, which sends their prices down and their yields up.

The difference between the yields, in this case on 2-year and 10-year notes, is the main gauge of the yield curve. On Monday, the difference reached 2.81 percentage points. The gap between short- and long-term yields tends to stretch on the way out of economic trouble.

Before this year, the yield curve was last near these levels in 1992 and 2003. In both instances, the economy was pulling out of a recession, and staged a sustained recovery. However, on both occasions it took a year or more before the Federal Reserve decided the economy was strong enough to warrant interest rate increases.

The gap could widen further, said Tony Crescenzi, a portfolio manager at Pacific Investment Management Co. in Newport Beach, Calif. The previous peaks "didn't occur until the expansion was gaining some steam, and we don't know yet that's the case," Mr. Crescenzi said. The steeper yield curve is being driven by investors selling off government bonds. The 10-year Treasury tumbled Monday, sending its yield up to 3.686%, the highest since mid August. The yield on the 2-year Treasury rose to 0.872%.

The widening gap stems from a bout of optimism about the U.S. economy, combined with a sense that the Federal Reserve is still months away from raising borrowing costs. The gap is great news for banks, because they can borrow for the short term at low rates and then lend at higher long-term rates.

In the 1990s, a steep yield curve helped pull the U.S. banking industry out of a catastrophic crisis, making it much easier for financial institutions to borrow money at a lower rate, lend it at a higher rate, and put the difference in their pockets. By the end of the decade, earnings growth, fueled by the favorable gap in interest rates and strong consumer spending, had risen to as much as 20% a year.

A rash of better-than-expected economic data in recent weeks has pushed investors to expect better growth. That could lead to inflation, which could eat away at the value of government bonds, making them less attractive. Meanwhile, the Fed has said it intends to maintain its benchmark interest rate near zero for an extended time, which helps keep a lid on yields of shorter-term government securities. "The Fed isn't going anywhere, at least for now," said Dan Greenhaus, chief economist at Miller Tabak & Co. As a result.

At this time last year, the gap was 1.27 percentage points. At the crisis onset, in June 2007, the yield curve was inverted: a phenomenon in which short-term yields are higher than long-term ones, a development which often augurs a recession.
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Corrections & Amplifications









 

Six Flags Inc. raised $800 million in debt financing from banks as part of a new reorganization plan. A Saturday Money & Investing article about Daniel Snyder's future on the board of the theme-park operator incorrectly implied that bondholders had arranged the restructuring financing and omitted the company's role. In addition, the caption on a photo of a Six Flags park in New Orleans that accompanied the article failed to mention that the park has been closed since it was flooded by Hurricane Katrina in August 2005, before Mr. Snyder took over the company.


                Peter Danssaert of the International Peace Information Service said that the route of a plane impounded in Bangkok carrying weapons from North Korea would have been normal for a general cargo flight. A Monday World News article about the plane's itinerary incorrectly quoted Mr. Danssaert as saying the route would have been unusual.

The 1950s represented the best decade for stock-market returns. Monday's Abreast of the Market incorrectly stated that the best decade was the 1990s.


                David Tepper has purchased bonds backed partly by debt of 666 Fifth Ave. in New York. In some editions Monday, a front-page article about the hedge-fund manager incorrectly identified the property as 666 West 57th Street in New York.


Accenture PLC's new advertising campaign is already in production. Monday's Advertising column incorrectly implied that production hadn't begun.
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In Death, Grand Ayatollah Could Unify Iran's Opposition




	
By GERALD F. SEIB






[image: Columnist's name]













 
Can a deceased ayatollah offer in death what no one alive seems to be able to provide: a single, unifying figure for Iran's opposition?

That's the central question that emerges from the weekend death of Grand Ayatollah Hossein Ali Montazeri, a towering figure in the history of Iran's revolutionary government. At the time of his death, he was perhaps the most credible face of the country's persistent opposition movement.

The role Ayatollah Montazeri will play in death will come into clearer focus during the next two weeks. His admirers began to vent their sorrow Monday in funeral processions, at the outset of a 10-day religious holiday that figures to produce more public shows of opposition.


Ayatollah Montazeri was a religious leader of considerable import -- indeed, he once was designated to become the nation's supreme religious leader -- but in the past six months was most noteworthy as the senior religious leader most openly sympathetic with the opposition movement that sprang up in Tehran's streets after June's disputed presidential election. Yet at 87 years of age, in poor health, and restricted to the holy city of Qom, he was never likely to become the active leader of a movement opposing the regime of Supreme Leader Ayatollah Ali Khamenei and President Mahmoud Ahmadinejad.

Indeed, one of the most serious shortcomings of the opposition movement, despite its resilience in the face of concerted government attempts to squelch it, has been the absence of a catalytic personality to serve as its heart and soul. The logical leader should be Mir-Hossein Mousavi, the presidential candidate who appeared to be robbed of his chance at victory in that June election. But he is too reserved and cautious by nature, and too vulnerable to pressure from the government, to have really stepped into that role.

Mehdi Karroubi, former speaker of the Iranian parliament, and Mohammad Khatami, the former Iranian president, both also have become champions of the reform movement. Yet they also are equally exposed to government pressure.

In death, though, Ayatollah Montazeri will be immune from government pressure and intimidation. His withering criticisms of the regime are on the record, and can't be compromised.

It isn't unusual for revolutionary and counter-revolutionary figures to provide inspiration from the grave. Indeed, the Iranian opposition already has, to some extent, one such figure, albeit of far less stature: Neda Agha-Soltan, the 26-year-old woman whose death at the hands of government agents trying to suppress a street protest was captured on video and galvanized government foes in and out of Iran.

History offers other examples. Newspaper publisher Pedro Chamorro, murdered by enforcers for Nicaraguan dictator Anastasio Somoza Debayle in 1978, became the rallying figure for the Nicaraguan revolution in following years -- and, ultimately, the galvanizing figure for the counter-revolution that followed. Similarly, both the Cuban revolution led by Fidel Castro and the counter-revolutionaries that resisted him rallied around a deceased Cuban nationalist, Jos[eacute] Marti.

The potential role for Ayatollah Montazeri as an opposition icon lies not just in his vocal dissents in the latter months of his life, but in the outsized role he played in his country's history over the past quarter-century. It's a role that may not be immediately apparent to those who don't follow Iranian politics closely.

Ayatollah Montazeri was close to Iran's ultimate revolutionary leader, Ayatollah Ruhollah Khomeini, and was a leader of the incipient revolution against the Shah of Iran while Ayatollah Khomeini was in exile. After the revolution, Ayatollah Montazeri was selected to succeed Ayatollah Khomeini as the country's paramount religious leader.

And history would have taken a much different turn had that course been followed. Ultimately, though, Ayatollah Montazeri, though a staunch believer in an Islamic justice system, had liberal beliefs that separated him from not just Ayatollah Khomeini, but the other conservative mullahs who surrounded him.

Ayatollah Montazeri slowly fell from grace with the ruling establishment, then was ousted when he objected to the mass killing of Iranian opposition figures in the wake of the Iran-Iraq war. After speaking out, he was stripped of his position and sent to house arrest in the holy city of Qom.

Yet he remained a respected religious figure. Karim Sadjapour, an Iran analyst at the Carnegie Endowment for International Peace, thinks his greatest influence in death may be on fellow clerics. "Given the overwhelming popular reaction to Montazeri's death, I'm sure it has gotten some clerics rethinking their support for their government, or their acquiescence to governmental repression," he said.

Thus, the chance that Ayatollah Montazeri may take on in death an opposition role greater than the one he was playing in the final weeks of life. Odds are equally good that Mr. Ahmadinejad will try, perhaps brutally, to suppress that impulse.

In either case, the developments pose a new test for President Barack Obama. He continues to try to deal with the Iranian regime while showing sympathy for the opposition movement that wants to be rid of it.

That balancing act will get tougher as the U.S. moves next month toward more economic sanctions against Iran's government to protest its nuclear program. The memory of Ayatollah Montazeri hovering over the proceedings may make the balancing act trickier still.
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Green Battle Rages in Desert

Mojave Protection Bill Would Put Prime Solar-Power Sites Off Limits








 
By REBECCA SMITH


[image: [David Myers, executive director of Wildlands Conservancy, walks in the Mojave Desert. His group donated 600,000 desert acres for federal protection.]]
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David Myers, executive director of Wildlands Conservancy, walks in the Mojave Desert. His group donated 600,000 desert acres for federal protection.




BARSTOW, Calif. -- A California senator's move Monday to put more than one million acres of the Mojave Desert off limits to development is spotlighting a clash between two prime goals of environmentalists.

Before Democratic Sen. Dianne Feinstein introduced legislation to create the Mojave Trails National Monument and other protected wilderness areas, solar-power developers had submitted nearly two dozen proposals since 2006 for projects that would make the Southern California desert the biggest solar farm on Earth.

California has set an ambitious target of garnering one-third of its electricity from renewable sources by 2020. That has sparked a renewable-development boom as utilities sign contracts for everything from solar farms to geothermal plants. It also has made it easier for developers to secure financing.

But some of the land solar developers consider prime real estate also is prized by conservationists who want to preserve unspoiled stretches of unique desert, such as the Sleeping Beauty Valley and Marble Mountains in the Mojave.

The conflicting visions for the Mojave are part of a broader struggle playing out as the nation embarks on a renewable-energy push. In Kansas, some of the last tall-grass prairie habitat could be threatened by wind farms in the Flint Hills area. More than 96% of tall-grass prairie has been destroyed. Critics say wind turbines not only have a visual impact on the landscape, but also require extensive road construction.

Mrs. Feinstein's Mojave bill would protect 1.7 million acres of desert, while still allowing current recreational uses. The biggest piece would form the Mojave Trails National Monument, at 941,000 acres, east of Los Angeles along a 105-mile stretch of historic Route 66. It also would create the Sand to Snow National Monument on 134,000 acres of federal land near Palm Springs, and would put additional acreage under wilderness protection, including important animal-migration corridors.

Mrs. Feinstein is a longtime supporter of desert preservation who sponsored the 1994 California Desert Protection Act that turned the nearby Death Valley and Joshua Tree wilderness areas into national parks. Once word spread that she was trying to protect another stretch of desert in the Mojave, some developers began to rethink their plans.

Tessera Solar, a Houston developer, dropped plans to develop a 5,000-acre site in the Mojave, "knowing Sen. Feinstein was moving forward with her bill," a company spokeswoman said.

BrightSource Energy signed power-purchase agreements with Southern California Edison, a unit of Edison International, and Pacific Gas & Electric Co., a unit of PG&E Corp., for 2,600 megawatts of power it intends to furnish from numerous desert sites beginning in 2013.

[image: [Mojave desert]]



John Woolard, chief executive of BrightSource, said Mrs. Feinstein "got quite upset" when she learned development was proposed on some pristine tracts under federal control. His company decided to forgo plans to build a solar project in the Broadwell Dry Lake area that would be within the proposed monument boundaries. However, he warned that putting parts of the Mojave off limits "would push solar farms out of state."

Others have also complained that California's aggressive renewable-energy target, combined with tough land-protection laws, could end up sparking a renewable-energy boom in neighboring Nevada or Arizona.

Mrs. Feinstein's bill attempts to find common ground between developers and those who support renewable energy. Although it prohibits energy development within the monument area, the bill includes provisions that would allow faster and cheaper development of private lands. Instead of taking seven to nine years to do endangered-species act reviews on private land, renewable-energy developers would qualify for reviews taking 18 months to three years.

California's own analysis shows it needs 128,000 acres of desert terrain to fulfill the state mandate for a big boost in utility-scale solar projects. But there currently are projects proposed that would utilize nearly a million acres.

David Myers, the executive director of Wildlands Conservancy, the chief critic of Mojave development, said the legislation is "fantastic" because it redirects activity from sensitive areas to land that already has been degraded by prior use, such as cattle grazing or alfalfa cultivation. His organization donated 600,000 acres in the Mojave to the federal government in stages from 1999 to 2003, with the understanding that it would be permanently protected. Mr. Myers was furious when applications began pouring into the Bureau of Land Management seeking permission to develop it into renewable-energy parks -- as though there were no prior understanding.

The Mojave is particularly attractive because it not only offers nearly uninterrupted days of bright sunshine in a sparsely populated area, but lies near a major electric-transmission corridor from California to Nevada.

"We don't have to sacrifice our national treasures for renewable energy," Mr. Myers said. "We need both."
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Airlines Face Big Fines for Delays

Three-Hour-Plus Waits on the Tarmac Could Cost $27,500 a Passenger








 
By JOSH MITCHELL and SUSAN CAREY

The Obama administration said Monday it would begin levying hefty fines against U.S. airlines for subjecting domestic passengers to lengthy tarmac delays, the government's latest response to a series of high-profile incidents.




The new rule adopted by the Transportation Department sets fines of as much as $27,500 per passenger when airlines leave fliers stuck on a plane on the ground for more than three hours. Based on a delayed plane carrying 120 passengers, the fine could be as much as $3.3 million. The rule would apply to planes with more than 30 seats.

The Transportation Department has rarely issued fines for tarmac delays. The first case in recent memory came last month when the agency fined Continental Airlines Inc. and ExpressJet Holdings Inc. $50,000 each, and levied a $75,000 fine against Mesaba Airlines.

That stemmed from the airlines' poor handling of an August incident in which 47 passengers on a plane operated for Continental by ExpressJet were stranded nearly six hours overnight at the airport in Rochester, Minn. Mesaba, a unit of Delta Air Lines Inc., provided the ground handling at the airport and didn't allow the passengers to get off the plane.

In recent years, an average of 1,500 domestic flights annually have experienced ground delays of three or more hours, affecting about 114,000 passengers.

James May, chief executive of the Air Transport Association, the industry's largest trade group, said Monday that its members would comply with the new rule "even though we believe it will lead to unintended consequences -- more canceled flights and greater passenger inconvenience." He added that "the requirement of having planes return to the gates within a three-hour window or face significant fines is inconsistent with our goal of completing as many flights as possible."



[image: Airline]



Airlines have long fought congressional efforts to set a limit on tarmac delays and improve customer service. The issue came to a boil in 1999 after 50 Northwest Airlines planes were stranded on the ground for many hours at Detroit's airport after a blizzard. To stave off legislative and grassroots efforts to pass an airline passengers' bill of rights, the airlines agreed to new service standards that they themselves police.

The European Union in 2004 adopted an "Air Passenger Bill of Rights," which specifies when aggrieved passengers are entitled to compensation of as much as [euro ]600 ($860) from airlines for things such as canceled flights, passengers being involuntarily bumped from full planes, and delays caused by "exceptional circumstances" beyond a certain time limit, not just tarmac delays.

Transportation Secretary Ray LaHood said the administration wanted to send the message that it was getting tougher on consumer abuses. "We think it's the strongest message we can send, particularly at this time of the year, for passengers," Mr. LaHood said at a Monday news conference.

The new rules, which will take effect in 120 days, would be more severe than those proposed in legislation introduced last summer by Sen. John D. Rockefeller (D., W.Va.), chairman of the Senate Commerce Committee.


Write to Josh Mitchell at joshua.mitchell@dowjones.com and Susan Carey at susan.carey@wsj.com


Printed in The Wall Street Journal, page A4

 









                This article was downloaded by calibre from http://online.wsj.com/article/SB126140826775100235.html





            | Section menu
            | Main menu
            |
        

            | Next
            | Section menu
            | Main menu
            | Previous
            |
            


Defense Bill Earmarks Total $4 Billion









 
By JOHN D. MCKINNON and BRODY MULLINS

WASHINGTON -- Lawmakers set aside more than $4 billion in earmarks in the just-approved 2010 defense appropriations bill, and watered down efforts to curb the practice of targeting spending for programs in members' districts.

The earmarking total for 2010 represented a 14% drop from last year's defense bill, according to an analysis by Taxpayers for Common Sense, a watchdog group that is critical of the process. The House included language in its defense bill that could subject earmarks for for-profit companies to full and open competition. But the Senate resisted, meaning that senators apparently will continue to set aside spending for favored companies, the group said.

[image: [Obama]]
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President Barack Obama touted efforts to become more efficient.




The $626 billion bill passed the Senate on Saturday, and President Barack Obama signed it into law Monday. The bill also includes brief extensions of jobless benefits and transportation spending.

The White House on Monday touted the federal government's efforts to become more efficient, highlighting a new report that shows federal agencies have identified more than $19 billion in contract savings for fiscal year 2010. The administration says the government is now on track to meet its goal of saving $40 billion annually by fiscal year 2011.

The administration has said the savings would come from terminating unnecessary contracts, ending an over-reliance on contractors, and reducing the use of high-risk contracts. Federal spending on contracts has doubled since 2002, reaching $540 billion last year.

But the earmarks in the defense-spending bill could point to a longer-term clash between lawmakers and Mr. Obama, who campaigned on a pledge of changing the way Congress allocates earmarks. Mr. Obama has said that earmarks can be a waste of government funds and wants more public information about how they are awarded by Congress.

Member of Congress in both parties defend the use of earmarks and say that they are often for worthy projects.

Among the earmarks in the Defense bill: $18.9 million for the Edward M. Kennedy Institute for the Senate sponsored by Sen. John Kerry (D., Mass.); a $23 million item for the Hawaii Healthcare Network, sponsored by Senate appropriations Chairman Daniel Inouye (D., Hawaii); a $20 million appropriation for the National World War II museum in New Orleans, by Democratic Sen. Mary Landrieu and Republican Sen. David Vitter of Louisiana; and $5 million for a Heritage Center at San Francisco's historic Presidio, an item included by House Speaker Nancy Pelosi in her "community funding requests."

Ms. Landrieu said in a statement that she was "proud" to secure the museum funding, which will be used to pay for the construction of a new wing that will include aircraft, tanks and landing vehicles used during the war. A spokesman for Ms. Pelosi said the Presidio item was requested by the Presidio Trust, adding that it was for rehabilitation of the Officers Club, a local landmark.

One of the larger spending items is a $300 million appropriation touted by Reps. Jim Moran (D., Va.) and Chris Van Hollen (D., Md.), among others, to improve their region's overstressed transportation system. The road widenings are justified by expanding operations at area military facilities, including new hospital facilities.

"Congress is committed to building world class facilities for our wounded warriors in the national capital region, and these funds are an integral part of that effort," Mr. Van Hollen said.

As usual, many of the top recipients of earmarks in the defense bill were high-ranking appropriators: Mr. Inouye got 37 earmarks totaling $198.2 million, while ranking Republican Thad Cochran (R., Miss.) got 45 totaling $167 million. Mr. Inouye also is chairman of the defense subcommittee, and Mr. Cochran is the ranking member.

On the House side, defense subcommittee chairman John Murtha (D., Pa.) sponsored 23 earmarks totaling $76.5 million, while ranking Republican C.W. "Bill" Young got 36 totaling $83.7 million, according to Taxpayers for Common Sense.

Mr. Young "is doing his job," said a spokesman. Other lawmakers' offices didn't immediately respond.

Mr. Obama persuaded lawmakers not to add funding earmarks to the $787 billion stimulus package that Congress approved earlier this year. Not long after that, Congress approved a $410 billion spending bill that was full of earmarks.

Mr. Obama avoided a fight at the time by saying that the legislation was a holdover from the previous session of Congress, when Republicans were in control. At the time, he said the legislation should "mark an end to the old way of doing business."
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Republicans Take Aim at Deal-Making

GOP Calls It a Sign of Bad Policy on Health, but Reid Counters: 'It's the Art of Compromise'








 
By NAFTALI BENDAVID, JANET ADAMY and AVERY JOHNSON

WASHINGTON -- Republicans on Monday slammed the provisions Democrats inserted in their far-reaching health-care overhaul bill at the last minute to win over individual senators.
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With Senate action now almost certain by Christmas, a battle to shape perceptions of the legislation is heating up, and Republicans are wasting no time attacking it as sullied by backroom deals.

"If this bill cannot pass without the carve-outs and the special deals, what other evidence could we possibly need that this bill is bad policy?" said Sen. Mike Johanns (R., Neb.).

Republicans criticized provisions such as an agreement pushed by Sen. Byron Dorgan (D., N.D.) to help hospitals in rural states; a deal on Medicaid payments won by Sen. Ben Nelson (D., Neb.); and help for a Superfund site in Libby, Mont., obtained by Sen. Max Baucus (D., Mont.), among others.


Democrats defended the provisions and said this was how lawmaking has always worked, including when Republicans controlled Congress. "That's what legislation is all about -- it's the art of compromise," said Senate Majority Leader Harry Reid (D., Nev.). "It's no different than other pieces of legislation."

Democrats sought to keep the focus on the bill's grander aspirations, such as providing health coverage to 31 million uninsured Americans.

Mr. Reid won the first of several procedural votes shortly after 1 a.m. Monday 60-40, with all 58 Democrats and two independents voting yes and all 40 Republicans opposed. If Republicans continue to use parliamentary delaying tactics, as expected, a vote on the bill would come Christmas Eve. Democratic leaders would then merge the Senate and House versions, with both chambers taking their final votes in January.

In the meantime, both sides lobbed furious accusations. Michael Steele, chairman of the Republican National Committee, said Monday that Democrats were forcing through an unpopular bill, adding, "I am tired of the Congress thumbing their nose and flipping a bird to the American people."

Mr. Reid responded by criticizing Mr. Steele's language. "I'm disappointed that someone with the title that Mr. Steele has would be so crass and set such a terrible example for the youth of this country," he said.

Having no Republicans on board, Mr. Reid had scrambled in recent days to nail down the support of every Democrat. That required a flurry of deal making, and powerful senators also used the opportunity to insert last-minute changes.

One change won by Sen. Tom Harkin (D., Iowa) would increase Medicare payments to medium-size hospitals, including eight in his state. Mr. Harkin said such "tweener" hospitals are short-changed by the current system.

He was unapologetic Monday. "I fully admit that I was part of it. I put something in the bill that was particular to the state of Iowa. Yes I did," Mr. Harkin said. Mr. Harkin's staff said the provision would help hospitals in many states.

Mr. Reid labored hard at the end of the process to keep liberals on board, and one of his biggest moves was inserting $10 billion for community health centers, a favorite cause of Sen. Bernie Sanders, a Vermont independent who at one point said he might vote no. "To me this is something that was very, very important," Mr. Sanders said, adding that it would provide primary care for 25 million Americans.

Several states -- including Nebraska, Vermont and Massachusetts -- won deals for more generous federal payments under the Medicaid program. "Who will pay for these special deals?" Sen. Orrin Hatch (R., Utah) asked his colleagues. "The answer is simple -- every other state in the union."

Critics also took aim at $100 million inserted in the bill by Sen. Christopher Dodd (D., Conn.), who faces a tough re-election fight, that could help the John Dempsey Hospital of the University of Connecticut. Under the provision, the money must go to a facility affiliated with a state's sole public academic medical and dental school.

Mr. Dodd said it could apply to at least a dozen states, and the secretary of Health and Human Services would decide who gets it. "I crafted the language of it and wrote it in such a way that it would include far more than just my state," Mr. Dodd said.

The bill includes a tax on insurance companies intended to raise $70 billion over a decade, but the late changes added several exemptions, including one for mutual companies, which are owned by policyholders instead of shareholders. To qualify for an exemption, a mutual company must have a market share between 40% and 60% in a state and must spend 90% of premiums on medical care.


                Pat Bourne, vice president at Blue Cross Blue Shield of Nebraska, said his company has a roughly 47% market share, is a mutual company and spends about 90% of its premiums on care. Nebraska is the home state of Mr. Nelson, the senator who was the last Democrat to commit to supporting the bill.

Mr. Bourne said his company didn't lobby for the exemption and added: "It's not going to give us a huge competitive advantage. I think what Nelson was trying to do is avoid a pass-through of additional taxes on Nebraskans." The office of Mr. Nelson couldn't be reached to comment.

Another provision exempts Medicare supplement products from the tax, benefiting companies such as Mutual of Omaha that specialize in these policies. A Mutual of Omaha spokesman said senators acted correctly in excluding supplemental plans from a measure aimed at companies that sell major medical plans, and noted that the rule applies to all companies in the business.

Republicans said this was no way to make laws. "A year after this debate started, few people could have imagined that this is how it would end -- with a couple of cheap deals and a rushed vote at one o'clock in the morning," said Senate Minority Leader Mitch McConnell (R., Ky.).
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Redefault Rate Decreases for Restructured Mortgages









 
By RUTH SIMON

The success rate for financially troubled homeowners who have had their mortgages restructured is starting to improve, new data show.

[image: [Hope for Troubled Loans]]



Some 18.7% of loans modified in the second quarter of 2009 were at least 60 days past due three months later, according to the report, by the Office of Comptroller of the Currency and the Office of Thrift Supervision. That compares with a redefault rate of 30% or more after three months for loans modified in the previous four quarters.

Many earlier modifications were unsuccessful in part because they often resulted in a higher or unchanged monthly mortgage payment. Roughly 80% of loan workouts in the second and third quarters of 2009 resulted in a reduced payment, according to the study. Loans that decreased monthly payments by 20% or more had the lowest redefault rates.

While it's too soon to know how these loans will perform over time, the findings could be good news for the Obama administration, whose foreclosure-prevention plan focuses on affordability. Monthly payments have dropped by an average of 35% for borrowers in the Obama program, Assistant Treasury Secretary Herbert Allison told Congress this month.

The latest data come as rising delinquencies among borrowers with good credit helped push the number of troubled loans higher in the third quarter. Overall, 6.2% of loans were at least 60 days past due in the third quarter, an increase of nearly 17% from the previous quarter. The rise in bad loans was largely driven by an increase in troubled prime mortgages. Some 3.6% of mortgages made to borrowers with good credit were at least 60 days past due at the end of the third quarter, up from 3% in the second quarter and more than double the rate a year ago.

The report covers the 13 largest mortgage servicing companies, which together are responsible for 34 million loans, or 64% of mortgages outstanding.
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Clashes Erupt at Reformist Cleric's Funeral

Procession for Grand Ayatollah, a Regime Critic, Said to Draw Hundreds of Thousands; Holy City's Biggest Protest Since '79








 
By FARNAZ FASSIHI

Hundreds of thousands of Iranian mourners, including opposition leaders and influential senior clerics, attended the funeral of the country's top dissident cleric in the holy city of Qom on Monday, turning the event into one of the largest antiregime protests the city has seen in three decades.


The funeral procession of Grand Ayatollah Hossein-Ali Montazeri, one of the regime's harshest critics, began peacefully. But opposition protesters used the charged event to chant against Iran's leaders, and security forces and riot police responded by attacking mourners with shoes, stones and tear gas, according to news reports and videos circulating on the Internet.

On Sunday, Supreme Leader Ayatollah Ali Khamenei issued a condolence message for the deceased cleric, a founding architect of the Islamic Republic, who fell out with the regime in the late 1980s. Mr. Khamenei offered his regrets but pointed out that Mr. Montazeri had strayed from the ideals of the 1979 revolution.

When the message was read to mourners in Qom on Monday, many jumped up and down, booing and screaming "Khamenei is a murderer. His leadership is finished," according to videos posted to opposition Web sites and to YouTube.

By nightfall, Mr. Montazeri's house was under siege by security services, his son Ahmad told the BBC's Farsi-language service. Mr. Montazeri's family canceled a memorial service planned that evening at a mosque in Qom, according to a statement issued by his son and posted on opposition Web sites.

"We received word that Basij and Revolutionary Guards have entered the mosque and are waiting for us with batons," Ahmad Montazeri wrote.

Authorities have banned press coverage of the event. Iranian Web sites that posted accounts have reported reliably on protests in the past, and videos posted on YouTube match their accounts.

The BBC's Persian service, a source of news for many Iranians, was jammed Sunday, knocking it off air inside Iran, the British Broadcasting Corp. said.

Opposition leaders Mir Hossein Mousavi and Mehdi Karroubi, as well as Mr. Khamenei's brother, Hadi, who is also a critic of the regime, attended the funeral.

Mr. Mousavi's Web site, Kalameh, reported that his car came under attack on his return trip to Tehran, and a bodyguard was injured, but Mr. Mousavi was unharmed.

The opposition called for the grand ayatollahs of Qom, Iran's highest clerical officials, to call for a national day of mourning Tuesday to protest what the opposition called the insulting way the government security forces treated mourners in Qom.

Qom serves as the spiritual capital of Iran's ruling clerics. A dusty city in the desert plains south of Tehran, it is dotted with turquoise minarets and golden domes, and has been instrumental in shaping Iran's politics for the past century.

Analysts said Monday's massive protests in Qom and the presence of high-profile grand ayatollahs in the funeral ceremonies elevated the opposition's profile, further denting the credibility of Mr. Khamenei and President Mahmoud Ahmadinejad.

"Mr. Khamenei's legitimacy was questioned in Qom today, and that is a significant blow to the regime. It will be extremely hard to recover from this," said Mohamad Javad Akbarein, a former cleric from Qom and a Shiite scholar now living in Beirut.



[image: Iranian Grand Ayatollah Montazeri's funeral in Qom on Monday drew a crowd estimated in the hundreds of thousands. Riot police threw stones and sprayed tear gas at protestors.]



Mr. Montazeri was once in line to succeed the founder of the revolution, Ayatollah Ruhollah Khomeini, as supreme leader. But he fell out with the regime and became one of its highest-profile critics. In recent months, a protest movement ignited by contested June 12 elections adopted the frail cleric as its spiritual leader.

Opposition leaders, including Messrs. Mousavi and Karroubi and their supporters, accused Mr. Ahmadinejad of stealing the June vote, which the government denies. Over months of protests since, demonstrations have veered from protesting the elections and its results to denouncing the regime itself.

Mr. Montazeri's death, at age 87, delivers a blow to the opposition by snuffing out its most senior and outspoken religious advocate. But his passing also appeared to have galvanized protesters. Opposition leaders have called for demonstrations to continue throughout the week, culminating on the seventh day of his passing, which coincides with the Shiite religious holiday of Ashura.

Mourners carried pictures of Mr. Montazeri and held up green banners, the opposition color. One group of mourners chanted, "Montazeri, we will continue your path, even if the dictator rains bullets on us," according to one video from an opposition Web site.
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Carbon-Permit Slide Reflects Copenhagen Disappointment









 
By KEITH JOHNSON

The failure of the United Nations climate summit in Copenhagen to produce a strong, binding agreement to cut carbon-dioxide emissions sowed gloom in European carbon markets Monday, with prices for carbon-emissions permits falling more than 8%.

There were also political echoes to the Copenhagen summit's acrimonious conclusion. Some senior officials, including British Prime Minister Gordon Brown and British climate-change secretary Ed Miliband, criticized the current U.N. framework for addressing climate change, which requires consensus among more than 190 countries.

[image: [price of emissions]]



"Never again should we face the deadlock that threatened to pull down those talks," Mr. Brown said Monday. "Never again should we let a global deal to move towards a greener future be held to ransom by only a handful of countries."

The slumping price for carbon reflected disappointment among traders and businesses that the nonbinding Copenhagen Accord didn't stipulate how much big countries such as the U.S. or China have to reduce their emissions of greenhouse gases. The deal also left unresolved most of the big issues of how to curb emissions linked to climate change. On Tuesday, China's Xinhua news agency quoted Foreign Ministry spokeswoman Jiang Yu, taking issue with British complaints about the summit and China's role.

Ms. Jiang said China urged developed countries to "fulfill their obligations to developing countries in an earnest way, and stay away from activities that hinder the international community's cooperation in coping with climate change."

Because the U.S., China and other major economies didn't agree to binding emissions cuts, European countries didn't increase their own pledges to reduce greenhouse-gas emissions. European officials, who had considered curbing emissions by 30% from 1990 levels, instead maintained their target of a 20% reduction from 1990 levels by 2020.

That helped push prices for carbon permits to €12.41 ($17.73) per metric ton Monday, down from €13.58 Friday. Carbon-permit prices have fallen 14% since the beginning of the Copenhagen conference, a reflection of how expectations steadily fell as countries bickered over how much they would cut emissions and who would pay for it.

The European Union's emissions-trading plan caps the amount of greenhouse gases that power companies and the like can emit. They can purchase carbon permits on the market in order to comply with emissions limits.

Investors in low-carbon or no-carbon energy technology, such as solar panels, wind turbines and nuclear power, say the prices for carbon permits must be much higher than current levels -- in some cases, as much as €60 a ton -- to make their systems cost-competitive with coal, oil or natural gas.

The two-week Copenhagen conference appeared set to end with no agreement at all, until last-minute bargaining among leaders from the U.S., China, Brazil, India and South Africa produced a final statement. A handful of countries, including Sudan, Venezuela and Bolivia, declined to endorse the 11th-hour deal.

Many analysts said the problems evidenced in Copenhagen could spell the decline of the U.N. approach to tackling climate change, which has been in operation since 1992 and has prioritized global accord. Instead, they expect the rise of international climate negotiations among smaller groups of countries.

"The end game in Copenhagen was symbolic of the conference's broader procedural failings," says Michael Levi, director of energy security and climate change at the Council on Foreign Relations in New York.


Write to Keith Johnson at keith.johnson@wsj.com


Printed in The Wall Street Journal, page A4

 









                This article was downloaded by calibre from http://online.wsj.com/article/SB126144173808100945.html





            | Section menu
            | Main menu
            |
        

            | Next
            | Section menu
            | Main menu
            | Previous
            |
            


Abbas Says Palestinians Won't Rise Up, for Now

In Interview, President Pledges Calm During the Rest of His Term, but Warns It May Not Last Without a Peace Deal








 
By CHARLES LEVINSON

AMMAN, Jordan -- Palestinian President Mahmoud Abbas said there won't be a new Palestinian uprising as long as he's in office, but warned the current calm might end once he steps down, as early as June.

In a 60-minute interview, Mr. Abbas rebutted charges by Israel that he was responsible for holding up peace talks, saying he twice presented privately a compromise on settlements to Israeli Defense Minister Ehud Barak. Mr. Abbas said Mr. Barak ignored the offer. Mr. Barak's office didn't respond to requests for comment.



[image: Palestinian President Mahmoud Abbas said he has proved his ability to keep Palestinian frustrations from boiling over into widespread violence in recent years, 'But if I leave, it's no longer my responsibility and I can't make any guarantees.']



Mr. Abbas has insisted on a total freeze on settlement-building in the West Bank and East Jerusalem before any direct talks with Israeli Prime Minister Benjamin Netanyahu. Mr. Netanyahu and his coalition partners have rejected any such concession.

Mr. Abbas said he would resume direct talks if Israel implemented a full but "undeclared" building freeze for five months. In his offer -- disclosed in an interview last week with Israel's Haaretz newspaper -- Israel could do so without any controversial declaration, giving its leadership political cover, he said.

A senior official in Mr. Netanyahu's office called the offer "unrealistic," a "total nonstarter."

Mr. Abbas, smoking Marlboro Reds in a leather arm chair inside the cramped office he keeps at the Palestinian embassy in Amman, cracked jokes and exuded what he said was a newfound calm since his announcement in early November that he would not stand for re-election because of the lack of progress on peace talks.

His pledge to avoid a violent uprising comes as Palestinian frustrations mount over stalled talks and growing tensions with Jewish settlers. Many analysts and ordinary Palestinians have warned that a third intifada, or violent uprising, could be around the corner. The first two intifadas, which erupted in 1987 and in 2000, left thousands dead.

"As long as I'm in office, I will not allow anybody to start a new intifada. Never, never," Mr. Abbas said. "But if I leave, it's no longer my responsibility and I can't make any guarantees."

Israeli security officials have praised Palestinian security services in recent months, but maintain that Israel's military operations in the West Bank are equally critical to the decrease in violence.

While raising the specter of violence, Mr. Abbas pressed for the U.S. and the broader international community to act more aggressively to bring Israel back to the negotiating table. Mr. Abbas voiced frustration with the White House and called on President Barack Obama to apply more pressure on Israel to freeze settlements. He said Mr. Obama should get the peace process back on track by presenting a U.S.-drafted peace proposal to both parties.

"Now the ball is in the international community's court and in America's court," Mr. Abbas said. "They have to come and say this is the end game and pressure the Israeli government." A spokesman for the White House urged Israel and the Palestinians to resume direct negotiations as the way to achieve both sides' goals.

In the interview, Mr. Abbas said he was most proud of his commitment to peace and most regretful over his failure to conclude a final peace deal.

Mr. Abbas has been on a political rollercoaster in recent months. His fortunes were on the rise in late 2009, as West Bank security and the economy improved. But when he appeared to surrender to U.S. and Israeli demands -- by agreeing to meet with Mr. Netanyahu in New York in October, and then backing the deferral of a United Nations report alleging Israeli war crimes in the Gaza War -- his administration was plunged into crisis.

Two months ago, polls showed Mr. Abbas likely to narrowly lose to the Hamas faction in elections. Aides said he made the decision not to run then, but his poll numbers have since ticked higher.

Elections, delayed from January, are now tentatively slated for June, but could be further postponed over rifts between Mr. Abbas's Fatah party and Hamas, the Islamist militant group that controls the Gaza Strip.

Many believe Mr. Abbas's threat to stand down is political brinksmanship meant to galvanize the international community into ramping up pressure on Israel to make concessions for peace.
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Eurostar to Resume Some Service









 
By CHRISTINA PASSARIELLO and SARA SCHAEFER MUñOZ



[image: Eurostar passengers wait in the departure lounge for trains from St. Pancras International station in London on Monday. For a third day, Eurostar canceled rail service between London, Paris and Brussels because of winter weather, as the French and U.K. governments called for an investigation.]



PARIS -- Partial Eurostar rail service is due to resume Tuesday after a three-day hiatus, with the Anglo-French company rushing to fix the problem it said caused several of its trains to break down: powdery snow that seeped through protective filters and triggered a major engine malfunction.

The emergency-repair job gives stranded travelers renewed hope of getting to their destinations by Friday, Christmas Day, even though it is still unclear when the service will return to normal. Some 90,000 people are already believed to have been affected.

The Eurostar rail line, which runs between London and Paris and Brussels, has been suspended since Saturday after five trains came to a halt as they were crossing the English Channel tunnel on Friday night, leaving thousands of passengers in the dark and cold for hours.

Eurostar Chief Executive Richard Brown said at a news conference Monday that service would resume at two-thirds capacity on Tuesday, meaning with seats for 26,000 passengers.


The shutdown, which is happening at one of the busiest travel periods of the year, has prompted outrage not only among frustrated travelers, but also among members of the French government. French Transport Minister Dominique Bussereau announced an investigation into the causes of the mishap, saying a technical shutdown of the service because of weather was unacceptable.

The snow that has fallen in northern France over the past few days appears to be at the root of the problem. As part of its yearly "winterization" process, Eurostar fits its train cars with filters that are supposed to block snow. This time, however, the filters were ineffective in screening the "volume of snow" in northern France, Mr. Brown said.

When the train sped from the last bit of land in France into the Channel Tunnel, the snow that had seeped through the filters and lodged inside the trains' power cars melted amid the warmer air of the tunnel, Mr. Brown said. The resulting moisture caused the engines to stop.


Alstom SA, the company that supplied the high-speed trains to Eurostar about 15 years ago, isn't involved in the investigation into the causes of the breakdowns, according to Virginie Hourdin, a spokeswoman for Alstom's transport unit. Ms. Hourdin said Alstom engineers were at Eurostar's disposal but added that Eurostar has so far opted to carry out maintenance itself.

—David Gauthier-Villars in Paris and Daniel Michaels in Brussels contributed to this article.
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Hong Kong Firm Leased Plane Carrying Weapons









 
By ALEX FRANGOS, DANIEL MICHAELS and JONATHAN CHENG

The search for the organizers of an airplane filled with North Korean weapons bound for Iran and detained in Thailand has led to a company in Hong Kong.

A company called Union Top Management Ltd., registered in Hong Kong, signed a contract this month to lease the cargo plane, according to documents obtained by arms-trafficking researchers in Belgium and the U.S.

Attempts to reach Dario Cabreros Garmendia, listed in public documents as Union Top Management's owner and director were unsuccessful. A Dario Cabreros signed a contract on behalf of Union Top Management on Dec. 4 to lease the plane.

A woman who answered the phone at an office in Hong Kong given on Union Top Management documents provided an email address for Mr. Garmendia. An email sent to the address was returned as undeliverable. Union Top Management's filings list a Barcelona, Spain, postal address for Mr. Garmendia.

Thai officials seized the Ilyushin-76 aircraft and its cargo -- missiles and guidance systems -- on Dec. 11, setting off an international hunt to determine its origins. The Union Top Management contract, and a flight plan, were revealed in a report by TransArms, of Chicago, and the International Peace Information Service, of Antwerp, Belgium. Both organizations study conflicts around the world, including how they are financed and supplied with weapons.

The documents show a circuitous planned itinerary from Pyongyang to Montenegro, with stops in Iran and Ukraine, among other places. Union Top Management appears to be one of a string of companies, from the Republic of Georgia to New Zealand, involved in organizing the transport.

Hong Kong is a magnet for traders and businessmen, some attracted by the opportunity to set up a company swiftly. Hundreds of chartered "secretary firms" specialize in registering entities quickly and cheaply in Hong Kong and offshore.

[image: [map]]



"It's a low-tax jurisdiction, there's a reliable legal system, no currency controls, and pretty much free transmittance of money in and out. All the good infrastructure that legitimate companies come for can also attract illegitimate ones," says Dane Chamorro, managing director for China for Control Risks, a consulting firm.

The secretary firms file paperwork, and provide corporate officers and board members for the companies, as permitted under Hong Kong law. The actual owners of companies aren't obliged to serve as board members, enabling them to avoid disclosing their identity in public documents. Companies must register in Hong Kong to open a local bank account.

In the case of the plane, a secretary firm called Acota Ltd. in Hong Kong's Wan Chai district set up Union Top Management on Sept 1. From filings, it appears Mr. Garmendia took control of Union Top Management on November 10.

Brenda Cheng, an executive at Acota who is identified as Union Top Management company secretary on public filings, says she doesn't remember Mr. Garmendia. She said that her firm helps companies quickly apply for legal status and that she serves as the corporate secretary for many companies. This arrangement isn't unusual for Hong Kong secretarial firms. Ms. Cheng said "I don't know what they do," when asked about Union Top Management's business.

For illicit traders, setting up in Hong Kong is "all part of the standard layering procedure to distance the actual players from reality," says Steve Vickers, chief executive of FTI-International Risk, a Hong Kong-based investigation firm. He says Hong Kong is just another stopping point in these types of ventures and that the city's rules aren't unique.

Hong Kong has faced criticism for failing to cooperate with foreign officials in tax-evasion cases. It pledged to update its information-sharing laws to enhance coordination with tax officials abroad after it was revealed that Hong Kong had been used as an incorporation spot for international tax-evasion programs. Hong Kong is part of China but operates as a special administrative region with its own laws.
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China Plea Dismissed by WTO









 
By JOHN W. MILLER

The World Trade Organization on Monday dismissed an appeal from Beijing over the WTO's August ruling against Chinese restrictions on distribution of Hollywood movies and other Western media, sealing one of China's biggest-ever losses at the WTO.

The decision, if implemented by China, could prove lucrative for U.S. and other foreign companies. Despite its size, China remains one of the least-profitable markets for U.S. movie studios. China allows only 20 foreign films to be released every year in theaters there. It is also illegal to sell music over the Internet in China, a hindrance to Apple Inc. and its iTunes music-downloading business.

"U.S. companies and workers are at the cutting edge of these industries, and they deserve a full chance to compete under agreed WTO rules," U.S. Trade Representative Ron Kirk said. "We expect China to respond promptly to these findings and bring its measures into compliance."

China now has one year to comply with the WTO ruling, which can no longer be appealed. If it doesn't, the U.S. would have the right to levy trade sanctions equivalent to the revenue lost by music, movie and even videogame makers because of Chinese distribution laws, which could amount to billions of dollars.

Chinese officials couldn't be reached for comment.

WTO officials rejected China's argument that a defense of its "public morals" gave it the right to impose laws such as an order obliging foreign firms to distribute media through a state-owned firm called China Film Group Corp.

The Motion Picture Association of America said the WTO ruling doesn't lift the 20-films-a-year rule, so the floodgates won't necessarily open.

On Monday, the WTO also said it would look into claims by the European Union, Mexico and U.S. that China used export quotas and tariffs to keep products such as coke, bauxite and magnesium cheaper for its domestic factories than they are on international markets, in violation of WTO rules.

—Lauren A.E. Schuker contributed to this article.
Write to                 John W. Miller at john.miller@dowjones.com
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Cyber Chief Selected by Obama









 
By SIOBHAN GORMAN

The Obama administration is expected Tuesday to make a long-awaited announcement naming a former eBay Inc. and Microsoft Corp. security official to be the White House cybersecurity chief, an administration official said.

Howard Schmidt will be named as White House cybersecurity coordinator after a search that began in May, when President Barack Obama announced the creation of the new post.

Mr. Schmidt is president of a nonprofit computer security group, the Information Security Forum. He has held previous government posts at the White House, the Federal Bureau of Investigation and the Air Force, and he served on several government cybersecurity boards.

"After an extensive search, the president chose Schmidt because of his unique background and skill sets," an Obama administration official said, adding that the president was personally involved in Mr. Schmidt's selection. The new adviser will "have regular access to the president," the official said, and report to the assistant to the president for Homeland Security and Counterterrorism.

Mr. Schmidt will be charged with setting computer security policy and providing budget guidance across the government. Among his top challenges will be tapping the cyberdefense capabilities at the National Security Agency while ensuring adequate privacy protections for activities in the civilian sector.
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Japan's Leadership Sees Support Slide









 
By ALISON TUDOR and TAKASHI NAKAMICHI

TOKYO -- Public support for Japan's new government fell below 50% as budget constraints and internal tensions within the ruling coalition threaten Prime Minister Yukio Hatoyama's major policy pledges.

In its latest retreat, the Hatoyama administration relented on a campaign pledge to drop surcharges on gasoline amid tight budget constraints, saying it would replace the tax with a new one. The pledge was part of an effort to end unpopular taxes and government fees, and to spur consumer spending.

"I must apologize candidly for breaking our campaign promise" to drop the gasoline surcharge, Mr. Hatoyama said Monday.

His government's approval rating fell to 48% over the weekend, from 62% a month ago and from 71% when he took office in September, according to the Japanese daily Asahi Shimbun. The newspaper surveyed 2,115 respondents, asking if they supported the Hatoyama cabinet.

Asahi's poll followed similar results in a survey released Friday by Jiji Press, showing that support for the cabinet had dropped to 46.8%. That survey, conducted last week, included about 2,000 adults.

The results represent a sharp turnaround from August, when Mr. Hatoyama's Democratic Party of Japan trounced the long-ruling Liberal Democratic Party in national elections amid widespread voter concerns over the nation's soft economy and long-term growth prospects.

[image: [falling from favor]]



Public fears are growing over deflation, which some economists believe could send Japan into a double-dip recession. Deflation eats into corporate profits, leading to cutbacks, and keeps consumers from making big purchases as they wait for prices to fall further.

Still, the Asahi poll suggests Mr. Hatoyama has room to maneuver. While overall support for his DPJ was 42%, support for the LDP was far lower at 18%.

At the same time, the government got good news Monday from November trade data, which showed a bigger-than-expected 373.9 billion yen ($4.12 billion) trade surplus, thanks to Japan's first rise in exports to Asia in more than a year. The data added to hopes that Japan's export-reliant economy could steer clear of a double-dip recession -- in which the economy returns to recession after a brief period of growth.

"There now seems to be only a slim chance of Japan's economy suffering a double dip," said Toshihiro Nagahama, chief economist at Dai-ichi Life Research Institute Inc.

—Miho Inada contributed to this article.
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Japan's First Lady Seeks Role for Women

She Campaigns Against 'Male-Centered' Society With High Profile; Traditionalists Decry Meals With Husband, UFO Comments








 
By YUKA HAYASHI

TOKYO -- Japan's new first lady, Miyuki Hatoyama, is stepping out of the shadow long inhabited by political wives here -- way out, at times -- in her campaign to recast the role of women in Japanese society.

"This is, in some ways, still a male-centered society," she said in an interview Monday with The Wall Street Journal, her first with a non-Asian media organization since her husband took office in September. "We need to change that."

Mrs. Hatoyama is the antithesis to the virtually nameless first ladies of Japan's first century of democracy. A 66-year-old former stage actress, she has received attention in Japan for her frequent public appearances, and for talking and writing about her supernatural experiences, such as going to Venus in a UFO. She once said that in a previous life she knew Tom Cruise, who was Japanese. She has cowritten a book titled "Mysterious Incidents I Encountered," a collection of interviews with celebrities about their supernatural experiences.

Mrs. Hatoyama didn't touch on these issues in her interview but spoke matter-of-factly about her unusually high profile for a Japanese politician's wife.

"Hatoyama has always encouraged me, saying, 'It's your life. You do what you want to do,' " she said, referring in a common Japanese form to her husband, Prime Minister Yukio Hatoyama. "If people think I am different, that may be because they have noticed I go out and mingle with people and blend in without much effort."



[image: Japanese First Lady Miyuki Hatoyama]



Her assertiveness turns off some traditionalists. Conservative magazines have hounded her, criticizing how the prime minister is being "pushed around" by his wife or making fun of her comments, particularly those related to her spiritual experiences.

Such criticism so far doesn't seem to have affected her husband's career. A recent poll by the Yomiuri Shimbun daily showed the approval rating for Mr. Hatoyama's cabinet stood at 59%, even after slipping from 63% last month. The decline was attributed to Mr. Hatoyama's policies.

Mrs. Hatoyama embodies the changes touching Japan after her husband's Democratic Party of Japan won a landslide victory in August, breaking more than 50 years of virtually continuous rule by the Liberal Democratic Party. Mrs. Hatoyama, unlike the wives of LDP leaders, has accompanied the prime minister on every foreign visit and appeared in a fashion show holding hands with him.

While she says she doesn't discuss policies with her husband, her active role matches the image of women that the center-left party's policies envision. The DPJ has promised to eliminate a preferential tax treatment for stay-at-home wives, and to consider allowing married women to keep their maiden names.

Mrs. Hatoyama says it is still hard for Japanese women to pursue careers while raising families. Many communities face the shortage of day-care centers, and the use of private babysitters isn't widespread, she says. Even as the breakdown of the traditional family structure makes it harder for women to rely on family members for help, "the perception still is it's a woman's job to take care of the elderly parents."

Mrs. Hatoyama has a quick wit and speaks candidly about herself and her family, and regularly creates a buzz with her unique fashion sense. She recently won an annual award from the Japan Jeans Association, a trade group, for being the best dresser in jeans, and once showed off a skirt that she had made herself from a hemp coffee bean bag bought in Hawaii.

Calling herself a "life composer," she has written several books on cooking and entertaining a la Martha Stewart.

What fascinates many Japanese, particularly women, is Mrs. Hatoyama's relationship with her husband. In a society where people tend to keep work and family separate, and men and women socialize in their own circles, the Hatoyamas have made an impression by being together virtually all the time. A national daily calculated that Mrs. Hatoyama joined her husband at eight of his first 13 restaurant meals as prime minister, including four occasions with members of his cabinet.

Mrs. Hatoyama said that the seemingly equal partnership she has with her husband may flow from the years they had spent in California as a young couple. He studied operational engineering at Stanford in the 1970s and received a Ph.D. She worked at the jewelry counter at Macy's after divorcing her first husband who was a chef at a Japanese restaurant in San Francisco.

"Most men think it's embarrassing to hold hands [with his wife] in public, but it comes naturally to Hatoyama," she said, seated in the lounge of the prime minister's residence, wearing a knee-length skirt puffed up at the hem like a balloon.

Meanwhile, Mr. Hatoyama, 62, is known to help out with housework, a habit considered unusual among Japanese men of his generation. Mrs. Hatoyama says even after becoming prime minister, her husband still does the dishes. She worries it will hurt her tall husband's back because the kitchen counter in the prime minister's residence -- a 1920s Art Deco building that retains original features -- is very low.

—Miho Inada contributed to this article.
Write to Yuka Hayashi at yuka.hayashi@wsj.com
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GM Taps Microsoft's Finance Chief









 
By JOHN D. STOLL                And JOANN S. LUBLIN

General Motors Co. named Microsoft Corp.'s outgoing finance chief, Chris Liddell, as its chief financial officer and vice chairman, the car maker's latest move in an ongoing executive shake-up under its new chairman and chief executive.


Mr. Liddell replaces  Ray Young, who is moving to the company's international operations in Shanghai. Mr. Liddell, who will take over in early 2010, joins the auto maker about a month after resigning from Microsoft to pursue an opportunity with wider responsibilities—and the potential to ascend to a chief executive post.

Mr. Liddell's appointment comes at a critical juncture for GM's finance staff. In 2010, the company aims to repay billions it owes the government and potentially launch an initial public stock offering.

The 51-year-old New Zealander will report to GM Chairman and Chief Executive  Edward E. Whitacre Jr., who assumed the CEO title temporarily when Frederick "Fritz" Henderson resigned Dec. 1. Mr. Whitacre is in the initial stages of searching for a CEO replacement. 

Mr. Liddell isn't considered an immediate candidate for CEO,  but his diverse background and aspirations for bigger things could distinguish him if Mr. Whitacre looks for insiders to groom for the top job, said people familiar with the situation.

Unlike most of Mr. Whitacre's direct reports, who are mostly lifelong auto-industry employees, Mr. Liddell's career was built outside Detroit with investment banking and CEO experience.

"Chris brings a depth and experience to this job that were unmatched in our search for a new financial leader," Mr. Whitacre said in a statement. The chairman added he is looking to the new CFO's "experience and insights in corporate strategy as a member of the senior leadership team in helping our restructuring efforts."

GM's CFO search took several months, slowed by pay restrictions faced due to GM's $50 billion Treasury Department bailout. 

GM will pay Mr. Liddell a cash salary of about $700,000 a year, more than his Microsoft salary of about $500,000, according to a person close to the situation. The auto maker also is giving him about $3 million a year in restricted shares paid as "salary stock"—long-term stock grants in lieu of cash that can't be touched for several years—this person said. He will get a similar grant in 2011 and 2012, but can't sell those shares for three years, according to the informed individual.

Microsoft said Mr. Liddell was paid $3.5 million in total direct compensation in its fiscal year ended June 30, and $4.8 million in its previous fiscal year. 

Kenneth Feinberg, the Obama administration's pay czar, "had to approve everything" in Mr. Liddell's GM package, the informed person said. Mr. Feinberg and GM officials "went back and forth on everything. There was a lot of arm wrestling,'' the person added. A Treasury Department spokesman confirmed that Mr. Feinberg "did provide GM with guidance on this lateral hire."

In addition to his pay, Mr. Liddell will have his choice of GM vehicles to drive.

The finance team led by Mr. Young was criticized by the board of directors in recent meetings for lacking "basic bread-and-butter financial discipline" and being short on accountability, according to people who attended the meetings. The department suffered the public embarrassment in 2009 of running out of money, leading to GM's bankruptcy.

GM hasn't made a profit since 2004, and had to overhaul its accounting and finance staffs in past years due to weakness in controls and other matters.

[bookmark: U10354937224PYD]The U.S. owns about 60% of GM as a condition of the bailout. The Canadian government, the United Auto Workers union—which made major concessions in 2009—and bondholders whose debt was wiped out in bankruptcy also hold major stakes. Once the company goes public, it will be under significant pressure from these groups to boost its market performance.

Among goals of the new finance chief will be repaying by June a $6.7 billion loan the U.S. gave GM as part of its rescue package. Last week, GM paid $1 billion of that, and also started paying back a smaller loan from Canada. Mr. Liddell didn't return calls seeking comment.

GM began wooing Mr. Liddell before he left Microsoft, said a person familiar with the situation. He quit the software maker during the early stages of those talks, begun in early fall, to consider other jobs, including a CFO post at another major company as well as private-equity opportunities, this person said. GM ended up "chasing him for a long time," this person added.

The CFO post at GM has long been viewed as a key position. Mr. Henderson and predecessors Rick Wagoner and Jack Smith were products of GM's finance department.

In a speech this summer, when talking about his staff at Microsoft, Mr. Liddell emphasized the need for employees "taking personal ownership ... even though someone else might be the decision-maker, you share in that decision and you share in the personal accountability for the success of it." Those views echo Mr. Whitacre's call for more accountability at GM.

Since joining Microsoft in 2005, Mr. Liddell became well regarded among investors for helping to guide it through a bumpy period as it shifts to a more mature company from the hot growth story it once was.

Mr. Liddell made efforts to reduce Microsoft's huge cash stockpile by boosting dividends and stock buybacks and the company raised money through debt for the first time in its history. .

Yet Microsoft's stock price rose only modestly since Mr. Liddell joined the company, as investors have fretted about the durability of Microsoft's big software franchises.

Mr. Liddell once was CEO of Carter-Holt Harvey, a paper company in New Zealand that was controlled by International Paper Co. He eventually became International Paper's CFO. Earlier in his career he was as an investment banker, serving as managing director and joint CEO of CS First Boston NZ Ltd. 

Crist/Kolder Associates, an executive search firm in Hinsdale, Ill., handled the GM search that led to Mr.Liddell.

Printed in The Wall Street Journal, page B1
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In Risky Move, GM to Run Plants Around Clock

Obama Auto Team Urged the Change; Experts Say Maintenance, Restocking Could Cut Into Efficiency








 
By KEVIN HELLIKER

KANSAS CITY, Kan.—Starting Jan. 4, General Motors Co. plans to do something unprecedented in the U.S. car industry: It will run its assembly line here around the clock on a permanent basis.

While common in other industries, not even car-efficiency benchmark Toyota Motor Corp. operates its plants routinely with more than two shifts. Car-assembly lines need too much scheduled maintenance and restocking for such intensive production to make sense, many industry experts say.

For a company long bloated with unused capacity, GM's third-shift strategy is a radical—and risky—departure. Unlike other cost-cutting moves made during its trip through bankruptcy court last summer, such as halving its brands to four, the third-shift plan could make GM a model of car-industry efficiency—or end up a failure like its 1980s drive to let robots run its factories.

The move comes as GM is closing other plants around the country. That means the 23-year-old Kansas City factory, which will add more than 900 jobs, as well as two other GM plants scheduled later for a third shift will become boom towns of sorts as other plants go dark.

That's no accident. The Obama administration auto task force that oversaw GM's reorganization last spring was startled to learn that the industry standard for plants to be considered at 100% capacity was two shifts working about 250 days a year. In recommending that the government invest about $50 billion in GM, the task force urged the company to strive toward operating at 120% capacity by traditional standards.

But industry manufacturing experts are skeptical, noting that the federal task force had limited automotive experience. "Do those guys understand the business?" asked Ron Harbour, whose Harbour Report is a widely followed analysis of auto-plant efficiency.

Typically, car makers have added third shifts only as a temporary reaction to market surges. Even then, a more-common tactic is to place two shifts on overtime. "Two shifts gives us the flexibility to perform any necessary maintenance on equipment between shifts," said Mike Goss, a spokesman for Toyota's U.S. manufacturing operations. 

A few idle hours between shifts also enables a plant to perform cleaning and restocking. A plant's paint shop alone generally requires about four hours of cleaning a day, said Mr. Harbour, adding that the efficiencies of a third shift can disappear quickly amid slowdowns for such maintenance. 

"If running three shifts means you're moving [the line] at only 60% of capacity, then you haven't gained anything," he said.

In all industries, moreover, midnight-shift workers are prone to above-average rates of on-the-job errors, absenteeism and illness. "Economically, the benefits can be worth it, but only if an employer manages the risks," said Martin Moore-Ede, chief executive of Circadian, a Boston-based consultancy specializing in round-the-clock operational challenges.

Many auto-parts makers have long operated three shifts, and GM is convinced it can do likewise. Still, it is moving cautiously, starting with what is arguably its top-performing plant. 

The Kansas City operation consistently ranks among the most-efficient auto factories in America. Pride in the plant's performance drives John Melton, the local United Auto Workers chairman, to give his card to anyone he sees driving the new Buick LaCrosse, one of the plant's products. "I tell them to call me if they have any troubles or questions," he said.

In the auto industry, the biggest risk is a sales slowdown. A single plant can make only a very limited number of models, so adding a third shift represents a bet on hits. 

GM's Kansas City plant, called Fairfax, has produced two out of the last three winners of the North American Car of the Year Award: the 2007 Saturn Aura and 2008 Malibu. This year, it launched the redesigned 2010 Buick LaCrosse, which is a candidate for the 2010 award.

November sales of the Malibu rose 17% and the LaCrosse jumped 63%. "Right now, we can't make the Malibu or the LaCrosse fast enough," said Cathy Clegg, a GM manufacturing executive whose responsibilities include the Kansas City plant. But "if market demand doesn't meet our forecast, then we'll end up placing a shift on layoff," she conceded.

GM is offering $30,000 to each of the 900 workers it needs to move to Kansas City from plants closed elsewhere. Its union contract requires it to make the positions available first to laid-off GM employees. 

Inside the plant is a "war room" where GM managers and union officials are plotting the launch of the third shift. Among challenges, they have figured out how to clean the assembly line without halting all of it. It involves "overspeeding" some parts of the line so it can be slowed down later.

Once the third shift starts, the line will run about 21.6 hours a day, up from 14.5 hours with two shifts, and will make 6,300 vehicles a week, up from 4,500.

In the second quarter, GM plans to add third shifts to its Silverado pickup plant in Fort Wayne, Ind., and its Delta Township plant in Lansing, Mich., which makes crossover vehicles like the Chevrolet Traverse. 

For these communities, third shifts are creating boons for real estate agents, parts suppliers and others. 

"It's strange," said Kansas City Mayor Joseph Reardon. "A year ago, we were worried about GM leaving Kansas City, Kansas. Now, for the first time ever, it's adding a third shift." 

—John Stoll contributed
		

	 to this article.Printed in The Wall Street Journal, page B1

 









                This article was downloaded by calibre from http://online.wsj.com/article/SB20001424052748704304504574610130996188954.html





            | Section menu
            | Main menu
            |
        

            | Next
            | Section menu
            | Main menu
            | Previous
            |
            


Holiday  Cliffhanger:  Stores Pin Hopes on Last-Minute Shoppers 









 
By ELIZABETH HOLMES

The storm that battered the East Coast over the weekend pushed already-delayed holiday shoppers even later, leaving retailers still uncertain about how well the season will end up.

More than 40% of consumers still have holiday shopping left to do, nearly double the share of a year ago and the highest in 10 years, according to a survey taken over the weekend and released Monday by America's Research Group and UBS Investment Research. 

Some of that holdout shopper base is because of the severe weather in the Northeast. The conditions cost retailers an estimated $2 billion in sales, according to weather consultancy Planalytics, which devises its estimate by modeling sales for a clear day and subtracting sales from stores based on how affected they were by the weather.

[bookmark: U10354819436NYF]Michael Niemira, chief economist at the International Council of Shopping Centers, says there was a significant hit to sales this weekend, but some of the sales may have shifted online and others to periods before and after the storm.

"Super Saturday," the last Saturday before Christmas, saw $15.1 billion in sales last year, according to Mastercard Inc.'s SpendingPulse unit.

"Retailers got hit right at crunch time," says Todd Slater of Lazard Capital Markets.

The snow postponed shoppers who already had been procrastinating  in hopes of better deals. Heading into this past weekend, more than half of ARG-UBS respondents said they were waiting for discounts of 50% or greater before they would complete their shopping.

Traffic at enclosed malls has been sluggish. Last week, mall traffic was down 2%, on top of an 18% decline for the same time last year, says Mr. Slater.

Even with the recent storm, this season has been better weather-wise than last year, according to Weather Trends International. The weather consultancy reports total snowfall for the 10 days prior to Christmas has been 537 inches this year, down 55% from last year.

United Parcel Service Inc. said the snow didn't crimp deliveries on Monday, what it pro-jects to be its busiest shipping day of the year, and saw only "localized" disruptions along the East Coast on Saturday.

FedEx Corp. said some residential deliveries were delayed to Monday instead of Saturday but that overnight orders placed by Wednesday will be delivered before Christmas.

A host of retailers are extending their store hours in the Northeast. Toys "R" Us, for instance, said that more than 300 stores would be open 6 a.m. to 1 a.m. through Wednesday. Target Corp. and Barnes & Noble Inc. also said they were lengthening hours of operation.

Still to be seen is whether retailers will accelerate their promotions to lure shoppers in the remaining days.  

With the clock ticking, says Ann Poole, an analyst with Stephens Inc., shoppers have more of a motivation to spend.

—Corey Dade, Bob Sechler and
		

	 Ann Zimmerman contributed to this article.Printed in The Wall Street Journal, page B1
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Apple TV
		
	Proposal
		
	Gets Some
		
	Nibbles









 
By SAM SCHECHNER                And YUKARI IWATANI KANE


CBS Corp. and Walt Disney Co. are considering participating in Apple Inc.'s plan to offer television subscriptions over the Internet, according to people familiar with the matter, as Apple prepares a potential new competitor to cable and satellite TV. 

The proposed service by the maker of iPhones and iPod music players could, in at least some scenarios, offer access to some TV shows from a selection of major U.S. television networks for a monthly fee, according to people familiar with the discussions. Apple is pushing to complete licensing deals and hopes to introduce the service in 2010, some of those people said. It is unclear whether any networks have signed on yet.

Spokespeople for Apple, CBS and Disney declined to comment.

If Apple signs up enough networks to launch a viable service—still a very big if—it could ultimately alter the economics of the television business. The service could undermine the big bundles of channels that cable, satellite and telecommunications companies, including Comcast Corp. and DirecTV Inc., have traditionally sold in packages to subscribers. 

Comcast declined to comment. A spokesman for DirecTV said, "It's difficult to gauge how competitive they will be without seeing the packaging, presentation and execution." 

The video strategy is part of Apple's plan to overhaul its iTunes store. The store currently sells downloadable music, video and applications like games, entertainment and productivity tools for its touchscreen devices, like the iPhone and iPod Touch. Apple recently bought music-streaming service La La Media Inc. as part of its plan to offer consumers more ways to access and manage their music purchases, according to people familiar with the situation. Similarly, the TV subscription service would be in addition to the way Apple sells individual TV shows. 

Apple is revamping iTunes as it finalizes its plans for a tablet device, which  is meant to be a multimedia gadget, according to people briefed about the product. The multimedia tablet is expected to be larger than an iPhone but smaller than a laptop computer. People briefed by Apple say the company is aiming to launch it by the end of March. 

Apple faces an uphill battle assembling a critical mass of TV networks to sign up. A broad swath of media companies—including News Corp., Viacom Inc., Time Warner's Turner Broadcasting and Discovery Communications Inc.—appear to be opposed to or leaning away from signing on, at least to Apple's initial proposals, according to people familiar with the matter. It is unclear if NBC Universal, in which Comcast is buying a controlling stake, is interested. 

As part of the Apple service, CBS is considering offering programs from both the CBS and CW networks, according to people familiar with the matter. CW, a joint venture between CBS and Time Warner Inc.'s Warner Bros., airs shows like "Gossip Girl" and "Vampire Diaries" that are among the most popular purchases, per episode, on the iTunes video and music bazaar. 

Disney is considering including programs from its ABC, Disney Channel and ABC Family networks, according to a person familiar with the matter. Disney has in the past been among the first to jump into online video, including on iTunes. Apple Chief Executive Steve Jobs is Disney's largest individual shareholder and sits on the company's board. 

In at least some versions of the proposal, Apple would pay media companies about $2 to $4 a month per subscriber for a broadcast network like CBS or ABC, and about $1 to $2 a month per subscriber for a basic-cable network, people familiar with the proposals said. Those amounts are in some cases much higher than media companies receive from traditional distributors. The question is whether selling fewer networks at higher prices is better business.

Apple's TV proposal may be changing as the company woos networks, according to people familiar with the matter. An initial version of the proposal had envisioned selling access to advertising-free shows from a bundle of top cable and broadcast networks—the "best of television"—with a consumer price tag of $30 a month, according to people familiar with the talks. 

Some media companies say the proposed Apple service could undermine the lucrative business of selling bundles of big and small cable networks to distributors like Comcast and Time Warner Cable Inc. That concern is less central to CBS, which owns few cable networks. 

Some executives are also concerned that the Apple service wouldn't include advertising, at least in some of Apple's proposals. U.S. broadcast and cable networks sold $43.4 billion in ads in 2008, according to TNS Media Intelligence. 

"You don't want to shoot a hole in the bucket to create another revenue stream," one media executive said.

It is also unclear how many shows from each network could be made available through the Apple service. Networks' rights to TV shows online are snarled in a tangle of licenses with the studios that produce them. 

Apple's initial proposals were reported in November by the Web site All Things Digital, which like The Wall Street Journal is owned by News Corp. 

Even if Apple is able to launch the new service, it faces  competition. Movie rental company Netflix Inc. is expanding its customer base for its streaming video service. Video site Hulu, which offers TV shows from several networks over the Web, is also looking at the possibility of launching a subscription service. Hulu is owned by News Corp., NBC Universal and Disney.

Meanwhile, cable companies are rolling out services that put cable-TV shows online for existing subscribers, giving them more reasons to stay. 

—Sarah McBride and Ethan Smith contributed to this article. Printed in The Wall Street Journal, page B1
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Honda to Expand in China

Japanese Auto Maker Plans New Factory Amid Booming Chinese Auto Demand








 
By NORIHIKO SHIROUZU 

BEIJING—Japan's Honda Motor Co. plans to build a new plant in China to keep up with surging demand, according to two company executives, as it joins other global auto makers expanding production capacity in the country. 

The executives said one of Honda's main joint ventures is operating close to capacity at a plant in the city of Wuhan in Hubei province. That venture, with Dongfeng Motor Group Co., is expected to sell about 200,000 vehicles this year, and its sales are likely to exceed the plant's maximum capacity as early as next year, they said.

The company plans to squeeze additional capacity from the existing plant in Wuhan by investing further in it, said one of the executives. 

Still, the maximum capability Honda could extract from the existing factory is 240,000 vehicles a year. 

"No final decision has been made, but clearly we are running out of capacity and have been thinking about expanding our production capability in Wuhan by adding a second plant," the same executive said. 

An official announcement on the move is likely to be made "very soon," as early as the beginning of next year, one of the executives said.

According to the two executives, Dongfeng-Honda is likely to produce the Honda Civic car at the planned new plant, but one of them pointed to a possibility of adding an additional product there. Dongfeng-Honda currently produces three Honda-branded models, including the CR-V crossover and the Civic. 

The new plant in Wuhan could begin production by the end of 2011 and should be able to produce more than 100,000 cars a year, elevating Dongfeng-Honda's manufacturing capacity to more than 340,000 a year, according to the executives.

In addition to its manufacturing base in Wuhan, Honda also operates two final-vehicle-assembly plants in Guangzhou with another Chinese partner. Those plants have combined capacity to produce 360,000 cars a year.

Honda has seen steady but unspectacular growth in China, which is poised to dethrone the U.S. as the world's biggest auto market this year. 

Vehicle sales in China grew about 50% through November and are expected to grow another 10% to 15% next year.

The auto maker's plans follow similar moves by several competitors to expand capacity in China. 

General Motors Co., for instance, plans to boost sales in China to more than two million vehicles a year and has plans to introduce two dozen new or updated models over the next several years. To reach that sales target, GM executives have said the company would most likely need to build another plant over the next few years. 

Germany's BMW AG said last month that it would build a second plant in China with its joint-venture partner that would cost about €560 million ($803 million) and more than double its production capacity there to 100,000 cars a year. 

Other auto makers, such as Volkswagen AG and Nissan Motor Co., either have already added a new plant or are expanding existing facilities.

Printed in The Wall Street Journal, page B2
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Total Aims for Deeper Ties to Chinese Firm

French Energy Giant Seeks Broader Alliance With Oil Producer CNPC, Including Possible Deals in Iran and Venezuela








 
By SIMON HALL                And JASON DEAN

BEIJING—Total SA is looking to expand its cooperation with China's leading oil producer on a range of fronts, including a multibillion-dollar natural-gas project in northern China and prospective overseas deals in Iran and Venezuela, its chief executive said in an interview.

The French oil-and-gas company has been aggressive about cooperating with China, although some of its efforts have stumbled or failed. The cooperation reflects Chief Executive Christophe de Margerie's belief that Total is better off trying to forge partnerships with rising competitors from the world's most populous country than strictly trying to compete.

Total's advanced technology and international experience, along with China's rising clout in the energy sector, mean "there is a real opportunity for Chinese companies and Total to work together," Mr. de Margerie said Monday in Beijing, where he and a team of executives are accompanying French Prime Minister François Fillon on a visit. 

"In countries where we have experience, like in Africa, in Latin America, definitely we are better together than separately," Mr. de Margerie said.

Total's cooperation with China National Petroleum Corp., or CNPC, the country's biggest oil producer, has extended into several geopolitically sensitive regions where it is often difficult to get deals done.

Mr. de Margerie said Total aims to make a joint bid with CNPC to develop a heavy-oil block in Venezuela's Carabobo region. 

He declined to estimate timing or investment for that possible project. Several heavy-oil blocks are expected to be auctioned next year in the eastern Orinoco region of Venezuela, with each block costing as much as $10 billion to $20 billion, and the project could include construction of facilities to upgrade the tar-like crude into lighter oil.

Total and CNPC, in partnership with Petronas, Malaysia's state-owned oil-and-gas company, won the rights to the relatively small Halfaya oil field in Iraq earlier this month. But Total and CNPC lost out in their joint bid to develop Iraq's giant Majnoon oil field; Mr. de Margerie said competing bids were too high to make the project cost-effective for Total.

Total also is talking to CNPC about possibly joining it in developing part of Iran's giant South Pars gas field and exporting liquefied natural gas from it, Mr. de Margerie said. But Total's involvement in that project has been complicated in part by disagreements with CNPC and Iran over how to proceed.

In June, Iran and CNPC signed a contract to work on extracting gas from part of the South Pars field. CNPC in effect replaced Total, which had long been in negotiations with Tehran about the huge gas field but which has pushed for an integrated project that includes the extraction of gas, its transformation into liquefied natural gas and the export of that LNG.

Mr. de Margerie said Total always has favored the full integrated project in South Pars. "CNPC and Iran separated the two, upstream from LNG, and we've said that was not our cup of tea," he said.

Total continues to talk to CNPC about the possibility of an integrated LNG project in South Pars, Mr. de Margerie said. But any deal would require Iranian-government approval. 

Total and Mr. de Margerie have come under fire for their involvement in Iran, primarily from U.S. politicians critical of Iran's government. Mr. de Margerie said Monday that he thinks Total must continue to talk to governments such as Iran's because energy investments are long-term and politics change. 

"If you just say, 'OK, there is a problem today, so I will never look at it anymore,' then you never do anything," he said.

The French executive voiced optimism regarding a joint project with CNPC to develop part of China's biggest gas field. The two companies have been researching the technically difficult South Sulige gas field in northern China's Ordos Basin for several years and must decide by the end of January on terms for a project that would cost more than $1 billion initially and cost several billion dollars during the project's 20- to 25-year lifetime. 

Mr. de Margerie said he is confident the two will move forward with the project, which would still require final approval from China's government. Gas production would start in 2013 at the soonest.

CNPC also is cooperating with other foreign oil giants. In October, CNPC and Chevron Corp. got approval from the National Development and Reform Commission for the first phase of a $4.7 billion, 30-year pact to develop a gas field in central China's Sichuan province.

Printed in The Wall Street Journal, page B3
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Alcoa Joins With Saudis to Put Aluminum Project Back on Track









 
By MOHAMMED ALY SERGIE                And ANDREA HOTTER

RIYADH, Saudi Arabia—Alcoa Inc. said it plans to invest in a big aluminum-production complex with the Saudi government, putting the stalled $10.8 billion project back on track.

Alcoa, the largest aluminum maker in the U.S. by output, will control 40% of a joint venture in which Saudi Arabian Mining Co., better known as Maaden, will own the rest.

The complex is expected to include a bauxite mine with an initial capacity of four million metric tons a year, an alumina refinery with an initial capacity of 1.8 million metric tons annually, an aluminum smelter and a rolling mill. The mill at first will focus on producing aluminum cans and perhaps products to serve the construction industry.

Alcoa's portion of the joint venture will comprise an investment partnership in which Alcoa will own 20% and regional partners will provide financing for the remaining 20%. The Pittsburgh-based aluminum maker said its share of the project is $2.2 billion.

Alcoa, hurt by sliding aluminum prices and a drop in demand, has been cutting costs and shutting its most expensive plants. To lower the cost of producing aluminum to better match competitors UC Rusal and Rio Tinto, Alcoa has been investing in new lower-cost operations, its most recent on the Amazon River in Brazil.

The Saudi complex will be "a model for the growth of aluminum in competition with other metals and is designed with the potential for future expansion," Alcoa's Chief Executive  Klaus Kleinfeld said. 

The project stalled last year after Rio Tinto's aluminum subsidiary said it couldn't finance its 49% stake in the project because of the global recession. 

The new joint venture will be developed and financed in two phases. The first output from the smelter and rolling mill is anticipated for 2013. Initial production from the mine and refinery is expected for a year later. Alcoa said it will arrange the supply of alumina to the smelter from outside Saudi Arabia until the project's refinery is operating. 

Maaden Chairman Abdullah Saif Al-Saif said the Saudi government's investment in critical national infrastructure was a catalyst for the aluminum complex. Maaden was set up in 1997 to diversify Saudi Arabia's economy away from petrochemicals. 

Printed in The Wall Street Journal, page B3
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BAA Unit Wins Ruling From Tribunal on Stansted
U.K. airport operator BAA Ltd. could end up keeping London's Stansted airport after an appeals tribunal on Monday ruled there was potential for bias when the U.K. antitrust regulator demanded that the company sell airports.

In March, the Competition Commission ruled that BAA would be required to sell three airports—Gatwick, Stansted and either Edinburgh or Glasgow—within two years because it was too dominant in U.K. airport traffic. 

But BAA, which is owned by Spanish construction company Grupo Ferrovial SA, appealed, saying the Competition Commission's report may have been prejudiced by panel member Peter Moizer.

BAA said Mr. Moizer could have been biased because he was also an adviser to the Greater Manchester Pension Fund, which was linked to a failed bid for Gatwick Airport by Manchester Airports Group and Borelis Infrastructure. Mr. Moizer stepped down March 3, before the report was published.

The Competition Appeal Tribunal ruled Monday that the Competition Commission report had the potential for bias. It said there was no actual bias in the report from Mr. Moizer or anyone else.

The tribunal stopped short of saying whether BAA, which has already sold London Gatwick, would still need to sell another two airports. It will now allow further submissions to help decide the scope of the relief that BAA will be granted.

—Kaveri NiththyananthanCDC Ex-Chief Is Named
		

	To Head Vaccines Business

Merck & Co. named Julie Gerberding, former director of the U.S. Centers for Disease Control and Prevention, as head of the company's $5 billion vaccines business, effective Jan. 25. 

Ms. Gerberding was CDC director through most of President George W. Bush's administration, from 2002 until earlier this year. 

Merck's previous head of vaccines, Margaret McGlynn, recently retired. 

Merck Chairman and CEO Richard Clark called Ms. Gerberding a "preeminent authority in public health, infectious diseases and vaccines." 

—Joan E. SolsmanFertilizer Firm Extends
		

	Its Tender Offer for CF

Agrium Inc. has extended its tender offer for CF Industries Holdings Inc. by an additional five weeks as the fertilizer company announced it had seen the amount of tendered shares fall in the past month.

The figure as of Friday was 25.2 million, down from nearly 30 million last month. That prior 62% tender rate came after Agrium made its "best and final" offer—$45 and one share of Agrium for each CF share. Based on Friday's closing price, that values CF at $5.1 billion, or $103.58 a share, a 20% premium.

CF's board has repeatedly rejected Agrium's approaches. Instead, CF has been trying to buy smaller fertilizer competitor Terra Industries Inc.

—Kevin KingsburyRetailer Plans to Increase
		

	Brazil Investment by 40%

Wal-Mart Stores Inc. will increase its investments in Brazil by about 40% in 2010 as the retail giant seeks to take advantage of growth prospects for Latin America's largest economy, said the chief executive of Walmart Brasil, Hector Nunez. 

Wal-Mart will plunk down between 2.0 billion reals and 2.2 billion reals ($1.1 billion and $1.2 billion) for its Brazilian operations next year, representing the largest investment budget in any unit outside the U.S., Mr. Nunez told reporters in São Paulo.

"We see tremendous prospects for our Brazilian business," Mr. Nunez said.

Wal-Mart will use company coffers to fund the 2010 investment plan, which will focus on opening between 100 and 110 new units. The company currently has 435 outlets in Brazil.

—Alastair StewartJustice Department Calls
		

	For AMR, BA Concessions
The U.S. Department of Justice said AMR Corp.'s American Airlines and British Airways PLC need to make concessions if they are to succeed at the third attempt of expanding their oneworld alliance.

The Justice Department said granting U.S. antitrust approval to five alliance members—also including Iberia, Finnair and Royal Jordanian—could result in "competitive harm" on six trans-Atlantic routes if allowed in its proposed form. 

The recommendation sets up a potential confrontation with the U.S. Department of Transportation, which has final say on airline competition policy. BA said Monday it planned a "robust response" to Justice's objections, and called on transportation officials to dismiss its concerns. American said it disagreed with the recommendations and "will respond fully to DOJ." 

—Doug CameronNews Corp. to Raise Stake
		

	In German Pay-TV Firm

Sky Deutschland AG said Monday it will conduct a capital increase through which its major shareholder, News Corp., will raise its stake in the company. The pay-TV operator, based in Unterfoehring, Germany, also lowered its earnings guidance for 2011.

The MDAX-listed broadcaster will issue up to 49 million new shares to which News Corp. will indirectly subscribe, increasing its Sky Deutschland stake to up to 45.4% from 39.96%. News Corp. owns Dow Jones & Co., publisher of The Wall Street Journal.

Sky Deutschland expects proceeds of between €110 million and €120 million ($158 million and $172 million) from the placement.

—Hilde Arends
		

	 and Philipp GrontzkiPrinted in The Wall Street Journal, page B4

 









                This article was downloaded by calibre from http://online.wsj.com/article/SB20001424052748704304504574610390521008718.html





            | Section menu
            | Main menu
            |
        

            | Next
            | Section menu
            | Main menu
            | Previous
            |
            


Sanofi Agrees to Buy Chattem in OTC Push









 
By MIMOSA SPENCER

French pharmaceutical company Sanofi-Aventis agreed to acquire Chattem Inc., maker of consumer products such as Selsun Blue shampoo and Gold Bond lotions and powders, for $1.9 billion, extending Sanofi's efforts to grow through small and midsize acquisitions. 

Sanofi has been increasing its presence in the over-the-counter market this year as it seeks to offset the impending loss of sales from drugs with expiring patents. At the same time, Sanofi Chief Executive Christopher Viehbacher has made a string of modest acquisitions, rather than a mammoth deal that would match moves by competitors such as Pfizer Inc.'s $64 billion deal to buy Wyeth. 

[bookmark: U103531759983FB]Chattem, based in Chattanooga, Tenn., also makes products such as Icy Hot pain-relieving patches and gel and ACT mouthwash. The company posted revenue of $454.9 million in 2008. 

Sanofi said the deal is likely to propel it to become the world's fifth-biggest over-the-counter drugs company by revenue, from No. 6. It estimates the world market to be worth about $20 billion a year, and executives said they expect the company to outpace the market's expected annual 3% growth rate.

The French company said most of the benefits from the deal would come from expanding Chattem's products outside the U.S. Sanofi also will hand its Allegra antihistamine prescription drug over to Chattem to be converted into an over-the-counter product.

In the proposed deal, Sanofi has offered $93.50 a share for Chattem, a 34% premium over Chattem's closing price Friday. The tender is to start in January, and Sanofi expects to complete the transaction during the first quarter of 2010. 

The move adds to an active year for Sanofi on the acquisitions front as the company seeks to carry out Mr. Viehbacher's vision. In October, it bought French nutritional beauty-supplement brand Oenobiol. The deals are meant to help compensate for the expected loss of sales from drugs facing patent expirations, such as Plavix, a heart drug. Earlier this year, Sanofi paid €550 million ($788.4 million) to acquire a majority stake in Indian vaccines maker Shantha Biotechnics. Sanofi also acquired U.S. biotech company BiPar Sciences Inc. to boost its presence in cancer drugs. 

Printed in The Wall Street Journal, page B4
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Print Outsourcing Gives Boost to Xerox, H-P









 
By WILLIAM M. BULKELEY

With companies around the world outsourcing their printing services, the printer and copier industry seems to have found a rare bright spot.

Big companies are increasingly hiring Xerox Corp., Hewlett-Packard Co. and others to provide "managed print services," a variety of outsourcing in which the vendor takes control of the customer's production of office documents, typically owning the machines, advising on how to use them, and taking a per-page charge.   

The office-machine makers promise to cut document costs by as much as 30% by reducing the numbers of printers and copiers installed on office floors and desktops, replacing them with multifunction printer-copier-scanner-fax machines.

World-wide managed print services will amount to $20.3 billion this year, up 47% from last year, according to Photizo Group, a Lexington, Ky., market researcher. The segment looks increasingly attractive to manufacturers in a year when shipments of printers, copiers and multifunction devices are down 7% to $49.8 billion.  

Makers of copiers and printers are rapidly changing their strategies to boost their services business.

"It's going crazy. We're drinking from a fire hose. It is now the driving force in the overall market," says James Joyce, Xerox's head of managed printer services. 

One of the biggest rollouts began a year ago when Procter & Gamble Co. hired Xerox to manage its print services around the world to monitor usage and reduce waste.

Xerox is replacing some 45,000 devices, mostly H-P desktop printers, with about 10,000 shared multifunction devices that are mostly made by Xerox.


                Caroline Basyn, P&G's manager for the project, says that by using the new machines, which print on both sides of a sheet, P&G has reduced use by three million sheets of paper, and it believes it has achieved "40% energy use reduction."

Xerox and H-P are the leaders in the industry, and each sees managed print as a way to outflank rivals such as Canon Inc. and Ricoh Ltd.  Bruce Dahlgren who heads H-P's managed print services unit, which was unveiled earlier this fall as a new division in H-P's printer group, says the company's history of selling services for computer departments gives it expertise with the networked devices used in managed printing.

To expand its offerings in the multifunction arena, H-P recently signed an agreement to sell Canon's devices in addition to its own. It is also developing a suite of software products designed to manage document flow within industries such as insurance and loan-processing. 

Xerox's Mr. Joyce says "this is a different playing field, and the contracts are huge." The contracts also discourage customers from frequent competitive bidding. Xerox just signed a multi-million dollar managed-print services contract with Ingersoll-Rand Co. that lasts nine years. 


                Ken Weilerstein, who follows the market for Gartner Inc., says that "it's not net new business. The customer is reducing what they're spending, but the vendor is hoping to cannibalize someone else's business." 

Xerox, among the first to spot the managed-print opportunity, is also adding to its services revenues through its pact to buy Affiliated Computer Services Inc. for $6.4 billion.

The purchase gives Xerox an opportunity to manage printing for ACS customers, who typically hire ACS for other tasks, such as  managing information technology operations or processing invoices.

H-P has moved to take advantage of relationships in its huge computer-services organization, which manages many data centers for big enterprises.

Acquiring a big services organization was a key element in Canon's agreement last month to buy Dutch printer maker Oce NV for $1.09 billion.  Ricoh expanded its services operations last year when it bought Ikon Office Solutions Inc. for $1.62 billion.

Photizo says its data show that H-P surpassed Xerox last year to become the largest managed print services firm with a 35% share to Xerox's 29%. Ricoh is third with a 14% share followed by Canon with 5% and Lexmark International Inc. with 4%. Gartner says that it hasn't completed analyzing its data but it believes Xerox is still the leader in the field.

Printed in The Wall Street Journal, page B5
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Ponzi Probe Snares Durham

FBI Raids Two of Indiana Businessman's Companies; 'Rise of the Super-Rich'








 
By DAVID KESMODEL

An Indiana businessman whose lavish lifestyle was featured on a television special about the super-rich is under investigation for running an alleged Ponzi scheme that sold supposedly safe, but high-yielding, notes to elderly investors and used the money to invest in other companies he controls.

The federal investigation into Timothy S. Durham, who is also known for his extensive car collection and 30,000-square-foot mansion, is roiling Indiana politics, where Mr. Durham was a big contributor to Republican politicians, including Gov. Mitch Daniels.

Agents from the Federal Bureau of Investigation raided two of Mr. Durham's companies last month, and the U.S. attorney's office in Indianapolis filed documents in federal court accusing Mr. Durham and at least some of his companies of defrauding investors in an alleged Ponzi scheme, which may involve hundreds of millions of dollars. No criminal charges have been filed.

In an interview, Mr. Durham, 47 years old, said he was shocked by the FBI raids and feels "emphatically" that the allegations "weren't true."

The probe centers on Fair Finance Co., an Akron, Ohio, investment firm that has sold investment certificates to Ohioans since 1934 and invested the money in consumer-finance loans such as health-club contracts.

Mr. Durham and a partner bought Fair Finance in 2002. The company offered interest rates of as much as 9% on two-year notes. Filings made in recent months with Ohio securities regulators show that Fair Finance issued many loans to other companies run by Mr. Durham. The amount of related-party loans outstanding exceeded $160 million, the state regulatory documents show.

The federal investigation into Mr. Durham's companies surfaced Nov. 24 when the FBI executed search warrants at Fair Finance in Akron and at Obsidian Enterprises Inc. in Indianapolis, another company controlled by Mr. Durham.

Also that day, U.S. Attorney Timothy M. Morrison in Indianapolis filed a request in federal court in Indianapolis to seize Mr. Durham's suburban Indianapolis mansion, a 2008 Bugatti Veyron sports car and other assets.

In that court filing, federal prosecutors described what they suspected was a Ponzi scheme involving Fair Finance. Prosecutors said Fair Finance had told investors it would invest their money in low-risk, high-yield consumer debt.

Instead, prosecutors alleged, "money provided by victims of the scheme was used to make interest and redemption payments to earlier victims of the scheme," which suggests a classic Ponzi scam.

Mr. Morrison, the U.S. attorney in Indianapolis, said he later withdrew the request to seize assets after his office received assurances that the items wouldn't be sold or transferred. Mr. Morrison declined to discuss the status of the case.

Prosecutors said in the federal court filing that Federal Reserve Bank records show numerous wire transactions in recent years between Fair Finance's parent, Fair Holdings Inc., and other companies controlled by Mr. Durham and business partner James F. Cochran. Mr. Cochran's lawyer, James Voyles, declined to comment. John Tompkins, a lawyer representing Obsidian Enterprises, declined to comment on the case. 

Earlier this month, CLST Holdings Inc., a public company in Texas in which Mr. Durham serves as chairman, disclosed that the Securities and Exchange Commission subpoenaed documents related to transactions between CLST and Fair Finance. CLST was a wireless-phone distributor that began liquidating itself several years ago.

On Dec. 4, an Akron couple that invested in Fair Finance filed a lawsuit in an Ohio state court against the company, Messrs. Durham and Cochran and others, seeking class-action status on behalf of investors.

The suit contends that Messrs. Durham and Cochran used Fair Finance "as their own personal bank," noting that the company issued a number of loans to other companies they ran.

Fair Finance's nine Ohio branches have been closed since Fair Finance was raided. Fair Finance owes about $200 million to Ohioans who purchased its investment certificates, which aren't insured by the government, according to the state regulatory documents and the lawsuit.

"A lot of people are just scared to death that they have lost their entire life savings," said David Meyer, a lawyer representing plaintiffs in the Ohio lawsuit. 

Mr. Durham, who is chief executive of Fair Finance, said the company invested money in some of his other firms because it believed it is better "to invest in companies that you know the most about." Such related-party loans were disclosed to investors and Ohio regulators, he said.

Mr. Durham acknowledged that his companies have endured financial strains amid the U.S. economic downturn. "It's a difficult time for all of our companies," he said.

Mr. Durham grew up in a middle-class family in Seymour, the same small southern Indiana town where rock star John Mellencamp was raised. 

Working as a leveraged-buyout specialist, Mr. Durham has assembled an eclectic assortment of businesses, including Classic Manufacturing Inc., a maker of commercial and recreational trailers, and National Lampoon, the entertainment and licensing company that traces its roots to the now-defunct humor magazine of the same name.

In 2008, business-news network CNBC featured him in a program called "Untold Wealth: The Rise of the Super Rich." The program highlighted his expensive tastes, including a 100-foot yacht that he owned at the time and his collection of exotic and classic cars. Mr. Durham then had around 70 cars, but says he has since sold many of them and now has "under 30."

The biggest immediate impact of the allegations against him is in the political arena. A Republican candidate for sheriff of Marion County, home to Indianapolis, withdrew from the race after returning all of Mr. Durham's campaign contributions, saying the loss of that money meant he couldn't compete.

The county's Republican prosecutor, Carl Brizzi, wrote on his blog this month that he "should have conducted greater due diligence" before joining the board of Fair Finance at Mr. Durham's request this year. He has since quit the board.

Mr. Durham has given $195,000 to Gov. Daniels since 2003. The money has been spent, so "there is nothing to return," said a spokeswoman for the governor, who was elected to his second and final term last year.

Printed in The Wall Street Journal, page C1

 









                This article was downloaded by calibre from http://online.wsj.com/article/SB20001424052748703344704574610571204462690.html





            | Section menu
            | Main menu
            |
        

            | Next
            | Section menu
            | Main menu
            | Previous
            |
            


Dow Turns Positive for December




	
By PETER A. MCKAY






[image: Columnist's name]













 
Stocks advanced on Monday, pushing the Dow Jones Industrial Average into positive territory for December, amid analyst upgrades and acquisitions in the mining and health-care sectors.

The Dow rose 85.25 points, or 0.8%, to 10414.14. The benchmark is now up 0.7% for the month. 


Alcoa was its strongest component, up 7.9%, after Morgan Stanley raised its investment rating on the aluminum maker. Intel gained 2.3% after an upgrade from Barclays Capital. Together, Alcoa and Intel contributed about 12 points to the Dow's gain. 


Bucyrus International rose 9.8% after it said it will buy the mining unit of Terex for $1.3 billion. Terex climbed 9%. Drug maker Chattem jumped 33% after agreeing to be bought by Sanofi-Aventis.

Health-care stocks helped lead the market higher as the watered-down health-care legislation moved closer to passage. Health insurer Aetna was up 4.7%. Pfizer rose 1.7% and Express Scripts, a pharmacy benefit manager, climbed 3.3%.

"We haven't seen the health-care stocks behave this well in awhile, and a lot of that is because a lot of uncertainty about the reform bill was hanging out there," Todd Leone, head of listed trading at Cowen & Co.

Commodity prices fell. Oil futures were off 89 cents a barrel, or 1.2%, to $72.47 a barrel in New York. The broad Dow Jones-UBS Commodity Index fell 0.4%. 

Treasury prices fell. The two-year note fell 5/32 to yield 0.872%, while the 10-year note fell 1-4/32 to yield 3.686%. With the 10-year note's price down more than the two-year note's price, a key spread that traders look to for signs about the broader economy is widening.

The dollar rose. One euro cost $1.4284, down from $1.4335 late Friday. One dollar fetched 91.17 Japanese yen, up from 90.34 yen.

Printed in The Wall Street Journal, page C1
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Housing Is Shaky With U.S. Aid. Without It? 




	
By MARK GONGLOFF
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One question nagging investors is how housing will hold up absent government intervention next year. But housing's recovery is shaky even with government props, as data this week will likely show.

Tuesday is expected to kick off with strong numbers, when the National Association of Realtors reports home resales for November. Economists estimate that existing homes sold at an annualized rate of 6.3 million units, the fastest since February 2007 and up 39% from last November. 

The rebound in existing-home sales has been driven mainly by the government's tax credit for first-time home buyers. The credit was extended in November, but the bulk of credit-driven sales may have jammed into the September-to-November stretch, when the extension was in doubt. The NAR and many economists expect a drop in sales in the next month or two.

Other reports are expected to be less encouraging. Mortgage applications for home purchases are down 21% since the first week in October and nearly 16% from a year ago. The Mortgage Bankers Association updates applications data on Wednesday.

The Census Bureau reports November new-home sales data Wednesday. Economists estimate new homes sold at an annualized pace of 425,000 units—up 9% from a year ago, but less than a third of the pace at the housing peak.

New homes, which are often more expensive than preowned homes, have had to compete with resales bolstered by "distressed" sales, such as foreclosures, which made up 30% of existing sales in October, according to the NAR. 

While offering bargains to first-time buyers, distressed properties have kept existing-home prices down 7% from a year ago. 

There are roughly 1.7 million homes headed for foreclosure in the months ahead, shows an estimate released last week by research firm First American CoreLogic, representing about 3.3 months' worth of sales—and more bargains that may hold down prices.

The tax credit is set to expire in April, and the Fed is due to end its mortgage purchases, which have helped keep rates low, in March. Rates will likely stay fairly low even after the Fed program ends. Along with low prices, that offers reasons for housing optimism.

But it is also realistic to brace for more price declines, even with the government pushing in the other direction.

Printed in The Wall Street Journal, page C1

 









                This article was downloaded by calibre from http://online.wsj.com/article/SB20001424052748703344704574610510675459626.html





            | Section menu
            | Main menu
            |
        

            | Next
            | Section menu
            | Main menu
            | Previous
            |
            


Taiwan Digs Deeper Into Danny Pang Fraud Case









 
By MARK MAREMONT

The investigation into the fraud scandal surrounding the late California financier  Danny Pang has widened in his native Taiwan, as its government probes whether bankers received bribes to steer their customers into investing with Mr. Pang's firm.

Losses at Taiwanese banks could continue to mount, with analysts anticipating $100 million to $300 million in losses on top of $296 million already recorded.


                Alex Fai, co-chairman of the Taiwan legislature's finance committee, said regulators at the Financial Supervisory Commission are examining whether bank executives received commissions from overseas related to distributing more than $800 million in notes from Mr. Pang's firm. Investigators in the civil inquiry appear to be probing whether any bankers received kickbacks or other unusual incentives, according to people familiar with the matter. 

[bookmark: U10354534930EUE]In a separate criminal probe into possible bribes, the Ministry of Justice's Investigation Bureau has required banks to provide details of their employees' personal accounts, according to a senior executive at one of the banks. An Investigation Bureau spokesman declined to confirm or deny the existence of any investigation, in keeping with the agency's standard practice.

Mr. Pang's firm, Private Equity Management Group Inc., or PEMGroup, was seized by the U.S. government in April. A court-appointed receiver later discovered a hole in its books of between $400 million and $600 million. 

At the time of Mr. Pang's death in September, at age 42, he was facing Securities and Exchange Commission allegations that he ran a Ponzi-like scheme and looted the Irvine, Calif., company to finance a lavish lifestyle. He denied the allegations.

Between 2004 and 2008, a half-dozen major Taiwanese banks distributed PEMGroup's "structured notes" to some 16,000 retail customers. Investors were promised above-market interest payments and told their money was safe because it was guaranteed by major insurance firms. 

The insurance turned out to be almost completely illusory, and PEMGroup's investments—most in the U.S.—lost most of their value. 

[bookmark: U10354534930IKC]
Nasar Aboubakare, PEMGroup's former No. 2 executive, said Mr. Pang repeatedly told him he sometimes raised money by offering under-the-table payments to Taiwanese bankers, and told him this delicate task was handled by a senior employee in PEMGroup's Taiwan office. 

[bookmark: U10354534930BHI]Mr. Aboubakare produced an August 2006 PEMGroup accounting statement showing expenses related to a $75 million note offering. It showed that 1.375% of the total, or just over $1 million, was paid to the senior Taiwan employee, which Mr. Aboubakare believes was partly for under-the-table payments. The document lists a separate 3.1% sales commission for the Taiwanese bank that distributed the notes.

[bookmark: U10354534930JJI]While Mr. Pang was still in charge, a PEMGroup spokesman said the 1.375% represented commissions to the PEMGroup employee and to brokers who referred investors. He said there were no under-the-table commissions. 

[bookmark: U1035453493006E]Amid a public outcry after the scandal broke, Taiwan's banking regulators demanded that the banks repurchase the PEMGroup notes. The banks complied, shielding their customers from losses. 

[bookmark: U103545349305LE]Although Taiwanese investors also lost money in other structured-note products, government officials said the PEMGroup situation was the only one where they prodded banks to cover 100% of their retail clients' losses.

[bookmark: U10354534930OAB] "It was a real embarrassment for some of the experienced bankers to agree to distribute or sell PEM products," said Jonathan Lee, a senior director at Fitch Ratings in Taiwan. "It was a well-fabricated, well-disguised scheme." 

[bookmark: U10354534930KLD]The second-largest distributor of PEMGroup notes, Britain's Standard Chartered PLC, in August wrote off $170 million of its $222 million exposure after agreeing to repurchase the paper from its retail customers at face amount, without accumulated interest. The bank inherited the PEMGroup situation when it purchased Taiwan's Hsinchu International Bank in 2006.

[bookmark: U10354534930WSH]
                Dexter Hsu, an analyst at J.P. Morgan in Taiwan, said two other banks have yet to report the bulk of their likely losses from the scandal. Hua Nan Financial Holdings Co. has recorded a loss of about 10% of its roughly $257 million exposure to PEMGroup, while the Bank SinoPac unit of SinoPac Financial Holdings Co. has written off about 15% of its $146 million exposure, Mr. Hsu said. Three smaller Taiwan-based banks have recorded losses of between 40% and 51% of their exposure.

[bookmark: U10354534930JGE]Mr. Hsu projects overall losses from PEMGroup to be between 50% and 75%, suggesting that Taiwanese banks as a whole will report between $100 million and $300 million in additional losses. 

[bookmark: U10354534930IDH]
York Lai, a spokesman for Hua Nan, said the loss on PEMGroup's investments will be "less than everybody thinks."


                Robert Mosier, the court-appointed receiver for PEMGroup, said in a federal court filing last week that the Taiwanese banks could recover as much as 68% of their investment, but only if they kicked in $187 million in fresh money and waited as long as 19 years. His new low-end estimate is that the assets could be worth 16.5% of total investment. 

Many of the banks have yet to conclude internal probes. "It is too early to blame anyone at this point," said Ted Liao, executive vice president of Bank SinoPac. "We are still not sure if the decision to distribute PEMGroup's products was wrong." 


Entie Commercial Bank Corp., which distributed $53 million of PEMGroup notes, said the bank has found no wrongdoing in several internal investigations. 

"We looked into our employees' accounts several times to see if any of them received commissions, but we found nothing," said Andrew Lee, Entie's spokesman. 

—Ting-I Tsai in Taipei contributed to this article.Printed in The Wall Street Journal, page C1
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Two Charged in Galleon Case Plead Not Guilty 









 
By KELLY NOLAN

[bookmark: U10355090082VND]NEW YORK—Galleon Group's Raj Rajaratnam and Danielle Chiesi, a former hedge-fund consultant at New Castle Partners, pleaded not guilty before a U.S. District Court judge to charges they were involved in a $20.8 million insider-trading scheme. 

Mr. Rajaratnam and Ms. Chiesi were arraigned on charges of conspiracy and securities fraud, following a federal grand jury indictment last week. 

The 17-count indictment reiterated most of the allegations from a criminal complaint filed against Mr. Rajaratnam and Ms. Chiesi in October. 

Both claimed no wrongdoing. Ms. Chiesi, 44 years old, faces as many as 155 years in prison on the new charges, while Mr. Rajaratnam, 52, faces as many as 145 years in prison. 

During the hearing, U.S. Attorney Joshua Klein said discovery on the case should begin this week, with the bulk of the government's wiretap intercepts expected to be released to defense attorneys in the coming days. Mr. Klein requested a trial date of June or July, given the parallel SEC case is set to have its trial in August. 

Defense attorneys said the trial date schedule proposed by the government was too ambitious, especially since the wire tap intercepts are quite lengthy, at more than 100 hours. 

U.S. District Court Judge Richard Holwell set a status conference update of Feb. 11, and he said at that time, a trial schedule could be determined. 

"We may well end up on an expedited schedule," Judge Holwell said, but noted nothing would be set up until he had the chance to discuss the  SEC case with U.S. District Judge Rakoff. 

Prosecutors asked that the court schedule the criminal trial before the parallel SEC case for fear that if the SEC case was held first, numerous witnesses as well as the defendants might invoke their right against self-incrimination as protected by the Fifth Amendment.

Printed in The Wall Street Journal, page C1
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Dubai World Launches Revamp Talks

Bankers Differ on How to Handle $22 Billion in Debt; U.A.E. Steps Up Rhetorical Support








 
By MIRNA SLEIMAN

DUBAI—Dubai World's bid to restructure about $22 billion of debt kicked off, but an initial meeting with creditors delivered little hope of a quick settlement.

Bankers representing more than 90 lenders gathered Monday at the Dubai World Trade Center's Sheik Maktoum conference hall to hear an initial presentation from Dubai World's restructuring team, but there was no formal proposal for a standstill on the conglomerate's debts.

"This is a long process that will take [a] long time," said a spokesman for the company.

Earlier Monday, the United Arab Emirates' economy minister, Sultan Mansouri, said Dubai could receive more financial support from the country's federal government in 2010. 

"The way we see it, this is one economy," said Mr. Mansouri in Abu Dhabi.

Dubai World, once a crown jewel in the business empire of Dubai's ruler Sheik Mohammed bin Rashid Al Maktoum, tipped the emirate into crisis on Nov. 25, saying  it would seek to freeze its debts for six months.

Bankers attending the meeting were divided over whether creditors would accept a payoff on reduced terms, or agree to refinance Dubai World's obligations for an extended period.

"I can guarantee there will not be haircuts," one local banker said of the likely outcome of the talks.

Dubai World is at the center of global concern that Dubai, the second-largest sheikdom in the U.A.E., may not be able to service the $80 billion of debt built up over the last decade to build real-estate projects and buy assets overseas.

A drawn-out negotiation with banks could add to uncertainty about the emirate's finances just as it begins to rebuild its international reputation. A senior member of the Dubai royal family, Sheik Ahmed bin Saeed Al Maktoum and one of the emirate's most powerful technocrats, Mohammed Al Shaibani, both met with U.S. Treasury Secretary Timothy Geithner last week as part of the rehabilitation push. 

"I think this negotiation may have a direct bearing on markets and if uncertainty prevails or there is lack of positive traction, we in turn may see limited upside," said Saud Masud, head of research at UBS AG in Dubai.

The Dubai World spokesman said the company will make interest payments on its debts until a standstill can be agreed on with creditors. 

"Dubai World will keep on servicing its debt," the spokesman said. "No official standstill agreement was presented today. This is the official first meeting between Dubai World and lenders."

Banks are now expected to form a creditors' committee headed by senior lenders, including HSBC Holding PLC, Lloyds Banking Group PLC, Royal Bank of Scotland Group PLC and Standard Chartered PLC.

Dubai has already turned to its wealthy neighbor Abu Dhabi for financial assistance this year. Abu Dhabi has pumped in about $25 billion in direct and indirect financing since February to help Dubai avoid defaulting.
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Hopeful Sign: Credit Suisse
		
	Reshuffles
		
	M&A Ranks
		
	









 
By ANITA GREIL                And JOE BEL BRUNO

ZURICH—Credit Suisse Group AG named Boon Sim as its new global head of mergers and acquisitions as part of a broader management shake-up amid hopes of a rebound in takeovers next year. 

The overhaul shuffled duties for five of Credit Suisse's top bankers around the globe, according to an internal memo distributed Monday. It also comes as the bank has seen a spike in work on major takeover deals, including helping to finance Kraft Foods Inc. on its $17 billion hostile bid for Cadbury PLC. 

Credit Suisse is ranked as the sixth-busiest adviser to date on global M&A this year with $333.2 billion of deals, according to financial data provider Dealogic Inc. Revenue for the Swiss bank's advisory business was down 67% in the third quarter from the year-earlier period, at $102 million, but there are expectations throughout Wall Street that M&A might begin to heat up again in 2010. 

Mr. Sim's new role at the investment bank comes after Marc Granetz announced he would step down as head of global M&A and co-head of the global investment-banking division. The Zurich-based bank said in October that Luigi de Vecchi would succeed Mr. Granetz as co-head of the investment bank alongside James Amine. 

Mr. Sim, who grew up in Singapore, launched his career as a semiconductor designer before making a name for himself on Wall Street. The 47-year-old joined Credit Suisse in 1992, including his work at predecessor company First Boston Corp. 

He has led a number of big deals, including advising on the $33 billion leveraged buyout of hospital-management company HCA Inc. in 2006. His role as head of U.S. M&A will be taken by Andrew Lipsky, who is currently head of Credit Suisse's diversified industrials and services team. 
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Dollar's Climb Against Euro, Yen Continues









 
By BRADLEY DAVIS

NEW YORK—The dollar gained broadly as investors focused on a brightening economy that may allow U.S. interest rates to rise sooner than expected. 

The dollar rose to a six-week peak versus the yen and remained near a 3½-month high against the euro. Since the beginning of December, investors have seized on positive U.S. economic signals, especially an improved labor market, to send the greenback higher. 

Although no major U.S. data reports were released Monday, investors received some encouragement from comments by central-bank officials. 

"The stars are aligning a little bit for dollar strength more so than they have in the [recent] past," said John McCarthy, manager of currency trading at ING Capital Markets in New York. 

By late afternoon, the euro had retreated under $1.43 and the dollar was sticking above 91 yen. However, traders reported thin volume ahead of the holiday weekend. In such conditions, currency movements can be erratic, not necessarily based on economic fundamentals and possibly unsustainable, Mr. McCarthy warned. 

[bookmark: U10354619364TIE]Late Monday, the euro was at $1.4284 from $1.4335 late Friday. The dollar was at 91.17 yen from 90.34 yen, while the euro was at 130.22 yen from 129.51 yen. The U.K. pound was at $1.6050 from $1.6142. The dollar was at 1.0460 Swiss francs from 1.0430 francs. 

The Dollar Index, which tracks the greenback against a trade-weighted basket of currencies, was at 78.059 from 77.758. 

As a result, Deutsche Bank's PowerShares U.S. Dollar Index Bullish Fund was up 0.3% from Friday. The exchange-traded fund is based on Deutsche Bank currency futures indexes whose composition mirrors that of ICE's Dollar Index. Trade in the fund was halted Friday after it ran out of shares. 

Comments from Chicago Federal Reserve President Charles Evans gave the dollar an earlier boost, albeit a modest one. 

Mr. Evans said in an interview with CNBC that Fed officials will give rate increases closer consideration in three to four meetings. 

Those comments contrasted with a statement from Bank of Japan governor Masaaki Shirakawa, who said the bank will patiently keep its "virtually" zero-interest-rate policy. 

In thin, preholiday markets, the yen could regain some strength if concerns over the banking industry or the pace of the global economic recovery again come to the forefront, said Vassili Serebriakov, currency strategist at Wells Fargo in New York. 

Expectations the euro zone would emerge from the financial crisis sooner than the U.S. continued to dim, putting pressure on the euro. 

Nevertheless, some investors remain skeptical of the dollar's recent broad rally, believing it might reflect year-end positioning rather than any fundamental shifts in the dollar's situation. 

"Dollar strength at year end is likely to be short-lived," said Daniel Katzive, foreign-exchange strategist at Credit Suisse in New York. 

"Coming into the new year, rate differentials aren't going to provide the U.S. with enough of a yield advantage to keep the dollar strong," he said. 
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European Markets Jump, With Frankfurt at '09 Peak









 

A Wall Street Journal Roundup

Markets in Europe gained sharply as energy plays and merger activity invigorated investors. Markets in Asia and the Americas were mixed.

The pan-European Dow Jones Stoxx 600 rose 1.4% to 249.57, putting it up 27% on the year. Oil producers led the way, with BP gaining 2.5% and Royal Dutch Shell adding 2.6%, both in London. 

Sanofi-Aventis edged up 0.2% in Paris as it signed a deal to buy Chattem for $1.9 billion, a move that would give the French drug maker a presence in over-the-counter drugs in the U.S. for the first time. 

Shares of Spyker Cars rose 20% in Amsterdam, rallying after the Dutch sports car firm made a new offer for Saab. Talks on buying the Swedish manufacturer from General Motors broke down earlier this month. 

In LONDON, the FTSE 100 rose 1.9% to 5293.99, leaving it up 19% on the year. Cairn Energy rose 4.7% on news it will drill at a Greenland oil project a year ahead of plans. London Stock Exchange fell 1.6% after announcing that it is going to merge its Baikal unit with the investment-bank-run Turquoise trading system.

In FRANKFURT, the DAX Index climbed 1.7% to 5950.53, a 2009 closing high. It stands up 23% on the year. Infineon gained 3.9% and SAP added 2.2% as technology stocks continue to rally. 

In PARIS, the CAC 40 added 2.1% to 3872.06, up 20% on the year. Eurotunnel shook off early losses to rise 3.7% after Eurostar, Eurotunnel's biggest client, kept rail services suspended Monday after an English Channel breakdown. Multimedia-equipment company Thomson rose 24% after the company said a restructuring plan has been approved by committees representing suppliers and lenders. 

Earlier in the day, Asian markets finished on a mixed note as concerns over further property-market cooling measures weighed on Hong Kong.

Asian markets surged in early  Tuesday trading, lifted by gains in the U.S. technology sector. Japan rose 0.5%, led by Toshiba, up 2.6%, and Elpida, up 3.3%. Australia gained 0.8%, South Korea added 0.5% and New Zealand rose 0.9%.  

In TOKYO on Monday, the Nikkei Stock Average of 225 companies added 0.4% to 10183.47. Resources and shipping stocks led the advance: Nippon Oil rose 2.8% and Japan Petroleum Exploration closed up 2.2% following gains in oil prices last week.Nippon Yusen K.K. advanced 1.8%.

In HONG KONG, the Hang Seng Index fell 1.1% to 20948.10. China Overseas Land & Investment fell 1%, Hang Lung Properties fell 3.2% and Wharf (Holdings) Ltd. dropped 7.4%.

In SYDNEY, the S&P/ASX 200 fell 0.3% to 4635.13. BHP Billiton closed up 0.9% and Newcrest Mining rose 1.8%. Qantas Airways climbed 5.1% after issuing positive guidance on its first-half earnings.

In TAIPEI, Taiwan electronics shares got a boost after a government official said that local chip and liquid-crystal-display firms may be allowed to invest more in China. AU Optronics ended 5.7% higher while Taiwan Semiconductor Manufacturing Co. rose 0.5%. 

In SEOUL, South Korean shares finished off the session's lows as solid gains in technology plays and a rebound in brokerage stocks helped, but the Kospi still eased 0.2% to 1644.23 for its fourth consecutive loss. Hynix Semiconductor closed up 1.9%

By day's end, markets in the Americas closed mixed.

In SÃO PAULO, the benchmark iBovespa fell 1.3% to 65925.19. Shares of oil giant Petrobras and miner Vale led declines, suggesting investors are cashing in gains from the index's 76% surge this year. 
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Deputy CEO
		
	Of Natixis
		
	To Exit in '10









 
By ELENA BERTON

PARIS—Natixis said Monday that Deputy Chief Executive Jean-Marc Moriani, who is in charge of its investment-banking operations, will leave the lender in 2010. 

The smallest of France's four main listed banks said the move reflects the step-up of its turnaround plan, adding that it hopes to appoint a new head of corporate and investment banking shortly. 

Natixis added that Mr. Moriani's departure won't have an impact on its operations, which are expected to be profitable in the fourth quarter of 2009 and over the whole of the second half in 2009. 

Mr. Moriani's departure may be linked to disagreements within senior management at the bank, one analyst said, pointing out that Mr. Moriani was appointed to the post seven months ago. 

Mr. Moriani, 52 years old, became deputy CEO in May 2009 as Natixis overhauled senior management after a string of losses stemming from the financial crisis. Mr. Moriani couldn't be reached for comment.

Natixis shares have more than doubled in the past 12 months as the bank has undergone a major restructuring.
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A Downside of Organ Donation




	
By LAURA LANDRO






[image: Columnist's name]













 
Within three months of his kidney transplant last March at New York Presbyterian Hospital, Peter C. Platt was rehospitalized with serious infections that did not respond to treatment. The culprit: strongyloides, an intestinal parasite that had been found in the donated organ. He died on July 15, surrounded by his grieving family.

"The kidney transplant was supposed to be the gift of life, but it ended up taking it away," says his widow, Shirin Platt, who contacted state and federal health officials about the case and is lobbying for more-rigorous testing of donated organs. "At the very least, we need to make sure that possible recipients know more about the dangers from transplants." New York Presbyterian declined to comment, citing patient-privacy laws.

Mr. Platt's death, which is being investigated by the Centers for Disease Control and Prevention, is one of a small but growing number of transplant-related disease-transmission cases. Just last Friday, for example, the University of Mississippi Medical Center disclosed that two recipients had fallen seriously ill after receiving organs from the same deceased donor, whose organs went to four recipients in three states. The CDC found the donor was infected by a rare amoeba the hospital did not detect in routine testing.

The hospital said transplant surgeons deemed the organs suitable for transplant and it is "working closely with the CDC and the Mississippi State Department of Health to revisit our medical evaluation of the donor and what may have happened."

Most transplants do indeed save lives. But as demand grows for donated organs and tissues, so do concerns about the risk of disease transmission, including deadly bacterial infections and viruses, tuberculosis, rabies, parasites and even cancers. Some experts are calling for better testing and tracking of organ donors in order to limit the number of infections, though others warn that this could have the effect of delaying transplants, producing false-positive results that would eliminate safe organs and adding costs to the health-care system.

In late November, the United Network for Organ Sharing, the nonprofit that operates the nation's organ-transplant system, recommended that lungs and intestines from donors known to be infected with the H1N1 swine-flu virus not be used because of infectious risk, and said the lungs of donors with seasonal influenza should also be avoided. A Unos spokeswoman says the group is working on several fronts to "bring risks of transmissible disease to the lowest possible threshold."

Unos, which began collecting data about disease transmission through organs in late 2004, said in a study published earlier this year that it was reported in only about 1% of all deceased-donor donations. But the number of reported cases grew from seven in 2005 to 60 in 2006 and 97 in 2007, and the study acknowledged that the number of disease transmission is underreported.

In a new report commissioned by the U.S. Department of Health and Human Services, experts from the CDC and other government agencies warn that a patchwork of regulations and voluntary efforts by groups such as Unos aren't sufficient. The report, "Biovigilance in the United States: Efforts to Bridge a Critical Gap in Patient Safety and Donor Health," calls for the creation of a centralized system to monitor blood, organ and tissue safety, gather reports of  illness or adverse reactions among recipients, and quickly trace organs and tissues from donors who are found to carry infectious diseases. (It is available at hhs.gov/bloodsafety.)

Balancing Need and Risk
The report highlights the growing dilemma of how to balance the need for organs and tissues against the risks of contracting a potentially fatal disease or infection from the donor. There are close to 30,000 organ transplants in the U.S. each year, and medical advances are making it possible to transplant hands, faces and intestines. Live donors may now give portions of a lung, liver or pancreas, in addition to providing kidneys. 

Still, about 9,000 people in the U.S. die each year waiting for an organ. And with an ever-expanding waiting list of patients in need, transplant centers are more often accepting deceased donors with high-risk behavioral and social profiles, such as IV drug users, the report says. Moreover, in the scramble to match sick patients with organs, time is often short, increasing the potential for missing a potentially transmissible disease. While organ donors are screened for certain diseases, such as hepatitis C and HIV, screening tests are costly and imperfect and don't cover every infectious disease. 

Organ donors are also often the source of donated tissues, ranging from bones and heart valves to skin and tendons. With about two million tissue grafts transplanted each year, new industry standards include more rigorous testing for disease, and tissues—unlike organs, which must be used right away—are typically sterilized before use. But that doesn't always eliminate infectious agents. One donor may be the source of 100 different grafts sent to multiple locations around the world, which can be difficult and sometimes impossible to track down.

"There has to be a balance between safety and availability, but right now all the emphasis is on availability," says Matthew Kuehnert, who oversees blood transfusion and transplant safety at the CDC and was one of the authors of the biovigilance report. Even with a dire need for organs, he says, patient safety should never be compromised, especially when some transplant patients can afford to wait for more-thorough screening. 

"It is a horrible waste if a kidney recipient dies from a rabies infection from the donor, when they could have waited for a more suitable organ or remained on dialysis," Dr. Kuehnert says. 

Jerry Holmberg, senior advisor for blood policy at the Department of Health and Human Services, says the agency is reviewing the biovigilance report and taking its recommendations "very seriously." He notes that doctors are expected to go over the pros and cons in the "informed consent" discussion prior to transplant and make a "risk-benefit" calculation. But he acknowledges that patients need tools and information to make the calculation. "A patient hanging on at the end of life may make a decision to take an organ from a high-risk donor," concluding that at the primary goal is to stay alive, and worry about treating an infectious disease later, Dr. Holmberg says.  

Donor ID System
Unos recently completed a pilot program—dubbed the Transplantation Transmission Sentinel Network—to detect, report and track disease transmission from donors to organ-, tissue- and eye-transplant recipients, using a unique donor identification system. No disease transmissions were identified during the pilot. The CDC has asked industry groups and transplant organizations to help it determine how to operate and fund a national version of such a system, and is working with public health officials in Europe and Canada to coordinate programs for organ and tissue safety.


                Michael G. Ison, medical director of Northwestern University's transplant service and head of the disease-transmission risk committee at Unos, says that many diseases transmitted through organs are treatable. And while it is relatively easy to discard donated tissues such as tendons or skin and get substitutes if there is concern about disease risk, it is much harder to make that call with organs, given the pressing need for donors. "The safer you make the organ pool, the fewer organs you are going to have," Dr. Ison says.

However, there is no guarantee that a disease contracted from a donor organ or tissue graft can be successfully treated. When Mr. Platt was readmitted to the hospital, he was vomiting blood and unable to breathe, says Ms. Platt, and didn't respond to blood transfusions, drugs and other treatments. 

Ms. Platt says her husband, who was 68, was conscious of the risks of disease transmission in donated organs, and had earlier turned down a kidney from an IV drug user in California because such donors are considered at risk of carrying several infectious diseases. The kidney he accepted was from a 58-year-old woman who lived in Las Vegas but was originally from Honduras. Strongyloides, the parasite that attacked his immune system after the transplant, is common in Central America.

Ms. Platt says the medical staff who cared for her husband told her that the parasite came from the donated kidney. She says the medical staff provided excellent care. But in a letter to the blood safety advisory committee, she said her concerns are "in the procurement of donated organs and how the organs are tested prior to being considered for transplant…. Are the risks from organs not completely tested worth the chance of infection, and the untimely death of my husband of 43 years?"  

While transplant centers are required by Unos to report suspected donor-transmitted diseases and infections, doctors may not always recognize symptoms after transplantation or follow patients closely to monitor possible disease outbreaks. Hepatitis C, for example, can emerge more than a year after infection, and if one recipient is found to be infected, transplant centers may not always be able to contact other organ and tissue recipients to notify them and have them tested. They also may not be able to trace all the tissues from that donor, which could infect others. 

Donating Hepatitis
In one case, 91 different tissues and organs were provided by a male donor in Oregon in his 40s with a history of alcohol abuse who had tested negative for hepatitis C, which is a leading and potentially fatal cause of chronic liver disease. He was later found to have carried the virus. Forty patients received transplants using his organs and tissues over 22 months. Eight of them were infected, and two later died. The CDC's Dr. Kuehnert says that the outbreaks weren't detected until nearly two years after the donor's death, and with no system to notify the tissue bank that distributed the tissues, some patients were infected who might have avoided using the tissues, while others couldn't be traced.

A study of the case published in the Annals of Internal Medicine in 2005 concluded the donor was probably in the eight-to-10-week window period between infection and the development of detectable disease. Though a process known as nucleic-acid testing can detect disease in the window period, it is costly and can take one to two days—impractical when transplanting organs, which, unlike tissues that can be preserved and frozen, must be immediately transferred from a deceased donor to a live patient to be viable. By one estimate, if such tests were used on all donors, the cost of eliminating one hepatitis C-infected donor would be $2.3 million, the study noted.

It may be impossible to eliminate disease risks or test for all possible infectious agents. But "we need to make transplant centers and surgeons more aware of the risks of disease transmission, and give them a system to rapidly report disease outbreaks," Dr. Kuehnert says. "If we recognize  infection in one recipient, we can help the other recipients from the same donor in real time." 
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By JOSEPH DE AVILA

Earlier this year, Mike Dionne signed up for Polka, a smart-phone application that lets him use his iPhone to keep tabs on the health of his elderly father, who lives 80 miles away. It tracks his dad's numerous doctors' appointments, his insulin and medication schedule and other health information.

Then in August, a new doctor examining Mr. Dionne's father detected an aneurysm, something the son was able to confirm from afar. Over the phone, Mr. Dionne consulted Polka, the application he and his siblings maintain on behalf of their father, and was able to tell the doctor when the aneurysm was first diagnosed, by which doctor and the last recorded size.

"Before this, all I had was a note that was stuck in a paper file," says the younger Mr. Dionne, a 60-year-old retiree from West Barnstable, Mass. "Now the family has the same knowledge base for some consistency."

Polka, TheCarrot.com and Ringful are among a number of new services that allow consumers to input their medical information and track their conditions using a smart phone. Particularly for the small but growing number of people who use electronic health records, phone applications are appealing because they can allow mobile access to personal information.

The market is nascent, however. Currently, only about 3% of U.S. consumers put their medical information online in personal-health records, according to Forrester Research. It's mainly up to consumers to accurately log their own health data. And some consumers may be wary of putting their health information online, although there have been no known cases of security breaches involving these mobile applications. Finally, "many clinicians don't want to rely on the imperfect data provided by health plans or input by consumers," says Liz Boehm, a health-care analyst with Forrester Research.

So far, the applications have been a draw mostly for people with chronic conditions, such as diabetes or asthma, or who have a specific goal, such as weight loss.

About two months ago, Eileen Serra's doctor told her she needed to start monitoring her asthma daily. This required her to log her twice-daily breathing measurements, which medications she was taking and what her symptoms were. "I tried to do it the old-fashioned way at first. To have to do that in the morning and the evening and write it down was really annoying," says Ms. Serra, a 42-year-old graphic designer from Dallas. 

Ms. Serra ended up using a free mobile application called Asthma Journal made by Ringful instead. "I always do it through the phone because I'm not always by a computer. It works better for travel," she says. Her Asthma Journal account links to her Google Health online account, where she stores health information. Now she can print records of her asthma conditions to take to her doctor when she goes in for checkups. 

"The basic idea is to help users change their behavior with more transparency and information," says Michael Yuan, Ringful's chief executive. The company is based in Austin, Texas, and has about 19,000 active users. It also has apps to record blood pressure, pulse measurements and workout routines, as well as to find information about local hospitals. The company offers free versions of its apps and premium versions for $4.99 with additional charting and analytical capabilities. Ringful will soon release apps for pain management and smoking cessation.

"The ability to deliver timely information to that phone and individual has an enormous potential to modify behavior and improve wellness," says Daniel Lewis, senior vice president of AllOne Health Group Inc., a Wilkes-Barre, Pa., company that makes mobile-health applications.

With AllOne Health's application called AllOne Mobile, users can view their medial history on the go, see prescription history and pharmacy information and receive alerts on medical appointments. It gives mobile access to existing personal-health records maintained by participating health plans and for users of Microsoft's HealthVault program. But right now the application is view-only; users can make changes to their health records using the health plans' Web interfaces, but not directly from the phone. (The company says it plans on adding this feature next year.) Right now members of Blue Cross of Northeastern Pennsylvania, Significa Benefit Services Inc. and Significa Insurance Group Inc. can use the application free of charge. Users of HealthVault, Microsoft Inc.'s personal-health-record program, can download it for $25 a year.

"Mobile devices are going to act like your hub," says George Scriban, senior global strategist for Microsoft's consumer-health platform.


WebMD Health Corp. also plans on launching free mobile applications for iPhones and BlackBerrys that will let users view and update their WebMD record from their phone. "I think the use of a mobile device to share and store your health information has enormous potential," says Wayne Gattinella, the chief executive of WebMD. It's an interim step. While the WebMD mobile public-health record can't yet be integrated with physicians' electronic medical records, "it will be easily accessed and updated when you see the physician."

While these mobile applications help alleviate some of the inconvenience of updating and viewing health info online, many gaps still remain. Some doctors and hospitals are slowly converting patients' paper records to digital systems—systems built using technology that's currently incompatible with most-smart phone apps used by consumers. So at this point, the notion of a patient sending medical information to a hospital, clinic or doctor's office is still impossible for most people.

Still, many health professionals agree that getting consumers interested in their health will be beneficial in the long run. "We have fostered patient apathy," says David Brailer, chairman of Health Evolution Partners, a San Francisco firm that invests in health-care companies.

Even if consumers record their health information for only a couple weeks, it's still valuable, says Douglas Trauner, founder of TheCarrot.com. "This is the first step to preventive care," he says.

Mr. Trauner released TheCarrot.com, based in Corte Madera, Calif., in November 2008. It offers more than 30 free trackers for blood pressure, cholesterol, diabetes and other health indicators. Users update the trackers through the Web site or with an iPhone. A BlackBerry version is in the works. The company is getting ready to launch a premium version of TheCarrot that give users additional tools, such as charting functionality, to monitor health and fitness goals for $4.99 a month. 

Right now, most of the site's users are people who want to be proactive with their health, Mr. Trauner says.

Sarah Doane added a few extra pounds after she moved to New York City two years ago. She ended up signing up for TheCarrot's free body-weight, exercise, calorie and energy trackers. "I wanted to see what I was missing. I thought I was living a fairly healthy lifestyle," says Ms. Doane, a 25-year-old fashion assistant.

About four or five times a week she records how much she has exercised, what she weighs and what she's been eating. TheCarrot has a large database of foods and their nutritional information so she knows how many calories she has consumed. "It is more to keep myself aware and in tuned with what I'm putting into my body and how it's affecting me," she says. It's helped change her behavior, too, Ms. Doane says. She's been drinking less, sticking to one glass of wine for dinner now, and has lost about five pounds.
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The Power of Magical  Thinking

Research Shows the Importance of Make-Believe in Kids'  Development;  Introducing the 'Candy Witch'








 
By SHIRLEY S. WANG

Is the Tooth Fairy real? How about the garbage man? Those questions may seem trivial, but how young children answer them is an important indicator of cognitive development.   

For years, make-believe play was thought of as a way for children to escape from reality, and once they reached a certain age, it was believed they would push fantasy aside and deal with the real world. But, increasingly, child-development experts are recognizing the importance of imagination and the role it plays in understanding reality. Imagination is necessary for learning about people and events we don't directly experience, such as history or events on the other side of the world. For young kids, it allows them to ponder the future, such as what they want to do when they grow up.

"Whenever you think about the Civil War or the Roman Empire or possibly God, you're using your imagination," says Paul Harris, a development psychologist and professor at the Harvard Graduate School of Education who studies imagination. "The imagination is absolutely vital for contemplating reality, not just those things we take to be mere fantasy."

Psychologists like Jacqueline Woolley, a professor at the University of Texas at Austin, are studying the process of "magical thinking," or children's fantasy lives, and how kids learn to distinguish between what is real and what isn't.

The hope is that understanding how children's cognition typically develops will also help scientists better understand developmental delays and conditions such as autism. For instance, there is evidence that imagination and role play appears to have a key role in helping children take someone else's perspective, says Dr. Harris. Kids with autism, on the other hand, don't engage in much pretend play, leading some to suggest that the lack of such activity contributes to their social deficits, according to Dr. Harris.

Dr. Woolley's group at the Children's Research Laboratory has conducted a series of studies involving Santa, the Tooth Fairy and a newly made-up character known as the "Candy Witch" in order to examine the age at which children are able to distinguish between real and fictional entities and how they process contexts and cues when dealing with them.

In one study involving 91 children, Dr. Woolley asked young kids if a number of people and characters, including Santa and the garbage man, were real. She found that 70% of 3-year-olds reported that Santa Claus was real, while 78% believed in the garbage man. By age 5, kids' certainty about the garbage man grew, and Santa believers peaked at 83%. It wasn't until age 7 that belief in Santa declined. By 9, only a third believed in Santa while nearly all reported the garbage man was real. 

So, "if kids have the basic distinction between real and not real when they're 3, why do they believe in Santa until they're 8?" says Dr. Woolley.

The researchers found that while children as young as 3 understand the concept of what is real and what isn't, until they are about 7 kids can be easily misled by adults' persuasive words or by "evidence." They hold onto their beliefs about some fantastical characters—like Santa—longer than others, such as monsters or dragons. Most of the kids in the study were Christian, and the numbers of those who believed in Santa would likely be smaller if there were children of other religious backgrounds in the sample, says Dr. Woolley.

Evidence of Santa
Logically, from what young kids observe, it makes sense to think that Santa is real, says Dr. Woolley. And Santa and the trash collector share certain characteristics. Both are people whom kids have heard about but have likely never met before. There is proof for Santa's existence—the gifts that appear on Christmas morning—as well as for the garbage man's—he makes trash disappear—even though kids don't usually see them in action. A 5-year-old has the cognitive skills to put together the pieces of evidence, but because the pieces are misleading, he or she comes to the wrong conclusion. Younger children may not have the cognitive skills to put the pieces of evidence together, so may in fact be less likely to believe in Santa's existence.

The realness of some other characters, such as Sesame Street's Elmo, can perplex kids because they know Elmo is a puppet, but does that make him real or not? 

Dr. Woolley has also looked to see what types of cues and contexts are most convincing to children. In another experiment involving 44 children, her research team went into preschoolers' classrooms and told them about a new character dubbed the Candy Witch, a friendly woman who arrives on Halloween and replaces the candy kids have collected with a toy. The researchers showed the kids a picture of the witch, and in some cases told the parents to provide "evidence" of the witch's existence by making the candy and toy swap at home.

Nearly two-thirds of the children were convinced that the Candy Witch was real. Those kids who were "visited" by the witch were more convinced of it. And, like with Santa Claus, older preschoolers, who were on average 5 years old, were more convinced than younger preschoolers who averaged 3.5 years old. These results were published in the journal Developmental Science in 2004.



Impossible or Improbable
Currently, she and her students are examining another concept related to reality: when an event is impossible versus improbable. Experimenters show children various pictures and give a brief description. They then ask the child whether he or she thinks the scene is real or not real by placing it on a book shelf where the "things that can actually happen" are filed or a different shelf where things that aren't real go.

One recent morning, 5-year-old Mia arrived at the lab with her father and her small plastic purple pony. One of the scenarios was "Sarah owned a peacock as a pet." When asked whether this scene was real or not, Mia immediately answered, "not real." And why is that? "Because nobody owns a peacock," she said. Another scenario—"Julia jumped in the air and never came back down"—also wasn't real because "nobody wants to live in the clouds where they can't see the sky," said Mia.

Her responses are typical for her age, says Dr. Woolley. Early results suggest that 5-year-olds don't yet have the ability to distinguish what is impossible from what is unlikely to happen but could technically happen. In future work, Dr. Woolley and her collaborators plans to investigate whether a researcher acknowledging that the situation is strange alters kids' views of whether the scenario is real. 

What Should Parents Do?
It is important but not necessary for parents to encourage fantasy play in their children, says Dr. Woolley. If the child already has an imaginary friend, for instance, parents should follow their children's lead and offer encouragement if they are comfortable doing so, she says. Similarly, with Santa, if a child seems excited by the idea, parents can encourage it. But if parents choose not to introduce or encourage the belief in fictitious characters, they should look for other ways to encourage their children's imaginations, such as by playing dress-up or reading fiction.

If a child asks if the Tooth Fairy or Santa is real, parents might want to assess their child's level of doubt. If the doubts appear strong then the child might be ready and it is time for the truth. Ideally, the child will find out for him or herself, like a little scientist, so parents might ask, "Is there something you saw or heard that makes you think Santa isn't real?" and "What do you think?"

"You want to find a balance to lets [children] be open to possibility but also to question," says Dr. Woolley.

Fantasy play is correlated with other positive attributes. In preschool children, for example, those who have imaginary friends are more creative, have greater social understanding and are better at taking the perspective of others, according to Marjorie Taylor, a psychology professor at the University of Oregon and author of the book "Imaginary Companions and the Children Who Create Them."

Imaginary friends can also be used to help children cope with stress, Dr. Taylor says. 

"This is a strength of children, their ability to pretend," she says. "They can fix the problem with their imagination."
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Road and Track: Race-Car Driver Keeps Fit









 
By JEN MURPHY


                "You can never be in good enough shape when you're a race car driver," says  Kevin Buckler. "This is a young man's sport." The 50-year-old founder of California-based TRG Motor Sports has been racing cars for 17 years and has won major championship titles, including the Rolex 24 Hours of Daytona in 2003. 

This year he drove in the Daytona 250 and Monterey Historicas, but over the past five years, Mr. Buckler has taken a step back from racing, allowing new drivers to compete in TRG MotorSports' 130-plus races a year. He still participates in a handful of races and tests his team's vehicles before almost every competition. Mr. Buckler says it takes a "death grip" to control the wheel of a 185-mile-per-hour vehicle. "There's no way you can sustain driving for two hours straight if you're not in top shape," he says.

Mr. Buckler spends at least 250 days a year on the road, so he has tweaked his workout so he can travel with it. He keeps a pair of running shoes and a bike in his motor coach and in his Charlotte, N.C., and Marin Country, Calif., homes. He also carries a pair of rubber resistance bands in his suitcase so he can get in a strength workout when he is away from a gym.

In 1999, Mr. Buckler founded Adobe Road Winery in Petaluma, Calif., giving him even more incentive to stick to his workouts. "Being a winemaker and eating lavish meals tend to go hand in hand," he says. His boutique winery makes 11 styles of wines and is known for its Syrah and Cabernet Sauvignon.

 Mr. Buckler is married and has three daughters. He stands 5-foot-8 and weighs 150 pounds. 



                • The Workout            
Mr. Buckler does 20 to 25 minutes of strength training every day. He will perform eight to 12 different types of upper body exercises, completing one set of 10 to 15 repetitions. Rather than rest between exercises, he will do some type of core exercise. "Upper-body strength is extremely important because my arms need to be powerful enough to steer and control the wheels of the car," he says, noting that he also needs to be strong enough to climb or pull himself out of a race car if it crashes.

A sample workout may start with him bench pressing 90 to 100 pounds for 20 repetitions, then moving to the floor to complete 30 sit ups and 30 push ups. Next he might do a lateral pull down for 15 repetitions and then complete side crunches, 15 on each side, and 12 chin-ups. He might then do bicep curls with dumbbells and back extensions on a stability ball, followed by crunches on the ball. 

"The idea is to keep moving so strength becomes a mini cardio workout," he says.

Mr. Buckler finishes off his routine with 20 to 30 minutes of brisk cardio. When he is in a gym, he uses a stationary bike, stair stepper or treadmill. When he is on the road or at the race track, he goes for a run outside or for a ride on his mountain bike. The 3.56-mile track at Daytona is his favorite course to run. "People aren't actually allowed to run on the road course, but I'm there so early that there isn't anyone to stop me between 3 and 4 a.m.," he says.

He always carries his rubber resistance bands, which he can use in place of dumbbells and strength machines when a gym is not available. If a hotel has a wheelchair-accessible room, he requests it because it has the large rails to tie his bands to. If not, he uses the doorknobs. 

When Mr. Buckler is going to drive in a race, he increases his cardio sessions and tries to run midday in hotter temperatures to prepare himself for the sweltering temperatures of the racecar. When at home in California, he water-skis or wakeboards at least once a day.

• The Diet
Mr. Buckler usually eats Life cereal or Cheerios topped with blueberries or bananas for breakfast. "If I have eggs I pull the yolks to avoid the extra cholesterol," he says. For lunch, he buys pre-cut vegetables like bell peppers, lettuce, cauliflower and cherry tomatoes, and tosses them in a bowl with a light dressing. He always packs his suitcase with dried mango and papaya, peanuts and granola bars for snacks. "That's five hours of energy in there to get me through plane rides or long meetings," he says. 

[bookmark: U10354659553U6D]His reward for eating sensibly the first half of the day is a splurge in the evening—often on steak. "Dinner is my weakness," he says. "But I do try to keep the portions small." Mr. Buckler enjoys a glass of wine in the evenings, too, usually selecting something from his personal 5,000-bottle cellar. "I'm the palate of the winery so it's part of my job to be tasting not just my own wines, but also other wines," he says.

• Cost and Gear
Mr. Buckler sticks to simple workout gear. He likes 100% cotton shorts and shirts, and buys Nike running shoes. Rather than purchase a new pair of shoes every two months, he keeps a few pairs on rotation.

Mr. Buckler has a gym in his office and home in California. He is nearly as obsessed with his bikes as he is with his race cars. He spent about $500 apiece on two Trek and two GT mountain bikes. He also just bought a $92,000 boat for skiing and wakeboarding. 

• Fitness Tip 
Mr. Buckler believes in consistency. "Don't find an excuse not to do the workout," he says. "You can always make time if you're committed." On the last day of the season at the Miami Speedway, he had a 6 a.m. flight; he was up at 3 a.m. so he could squeeze in a workout. "Rather than think about how early it is and how tired I am, I think about the positives like getting to look at the stars in silence," he says.

• Quick Fix 
If he only has 10 minutes, he will create a compact workout and do three upper-body exercises and three core exercises. That might be push ups, then bicep curls and rowing motions using resistance bands, followed by three types of crunches. He will do this circuit with little to no rest in between sets.

• The Playlist 
"My wife and kids laugh because my iPod is loaded with '60s and '70s rock: ACDC, Led Zeppelin, The Eagles, The Doors," he says. "I turn it on and just tune everything else out."
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Cobra Benefits 
		
	Expanded









 
By M.P. MCQUEEN

President Barack Obama on Monday signed a measure to extend a federal subsidy for continued health-insurance coverage for involuntarily terminated workers under employer group plans.

The law extends the subsidy an additional six months for a total of 15 months, up from the current nine. The subsidy applies only to workers let go by employers.

Under Cobra, the Consolidated Omnibus Budget Reconciliation Act, severed workers can stay on their employer's group health plan for up to 18 months, or longer in some circumstances, provided they pay the full premium plus an administrative fee. With the subsidy, terminated workers pay 35% of the premium. 

Since laid-off workers pay for Cobra benefits from their own pockets, the federal subsidy, part of the federal stimulus package enacted last February, is meant to lighten their economic load. 

Eligibility for the subsidy  had been due to expire on Dec. 31 but has been extended to  workers laid off between Jan. 1 and Feb. 28, 2010, in addition to those let go between Sept. 1, 2008, and Dec. 31, 2009, under the original program.

The subsidy is provided in the form of a payroll tax credit to employers with 20 or more workers. The extension is part of the Pentagon spending bill Congress approved in recent days. 

More than 14 million workers are estimated to be eligible for the subsidy, according to benefits consultant Hewitt Associates. The subsidy generally doesn't apply to those who quit voluntarily but remain on their old employer's plan under Cobra. There are other restrictions as well.

Without the subsidy, the full annual average health plan cost in 2009 was about $13,375 for a family and $4,824 for an individual, according to the nonprofit Kaiser Family Foundation, which specializes in health-care issues.

 The bill requires employers to notify current and future Cobra participants of the extended 15-month eligibility. For questions about Cobra, call the U.S. Department of Labor at 866-444-3272 or visit dol.gov/cobra.
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Toast to Your Health With a Supplement









 
By LAURA JOHANNES 

Red wine has long been touted as a health elixir. Now wine's purported health-giving ingredient,
 resveratrol
, is available in daily supplements, beverages and even a new nutritional bar claimed by sellers to help you live longer and help prevent cancer and other diseases. Until recently, the evidence for resveratrol has been animal data, but preliminary human testing has yielded intriguing results.


***

[image: [Inside1]]
Tim Foley



Resveratrol is a substance found in grapes and other plants. Many of the supplements on the market extract it from the Japanese knotweed plant, which is a plentiful and inexpensive source. Switzerland's Royal DSM NV sells a synthetic version called resVida, which is found in supplements, a nonalcoholic fruit-flavored beverage and the new Winetime chocolate-fruit bar.

Resveratrol has found been found in animal studies to prevent or slow progression of illnesses from cancer to cardiovascular disease—and even to extend the life span of some organisms. Since 2008, at least five human studies have been presented at scientific meetings showing human benefits, ranging from improved blood flow to the heart to better control of diabetes. 

The newest results are exciting, but some scientists say it is too early for the public to begin taking supplements, which contain as much resveratrol in one pill as dozens or hundreds of bottles of wine, depending on the dose. The proper dose for humans isn't yet known—and more isn't necessarily better. 

Researchers at the University of Connecticut School of Medicine in Farmington found that lower doses of resveratrol protected rats' hearts from artificially induced heart attacks while high doses actually made the attacks worse. 

While some safety studies have been conducted on humans, it is too early to know if there are long-term side effects of high doses, says S. Jay Olshansky, a professor of epidemiology at the University of Illinois at Chicago. "I cannot emphasize enough: Do not experiment on your own body," he says.  


    Joseph C. Maroon, a neuroscientist at the University of Pittsburgh Medical Center who has written a book on resveratrol, agrees that more studies are needed but doesn't think it's unreasonable to take a moderate dose of resveratrol. "I don't see any significant downside," he says.

Dr. Maroon says animal data suggest 50 to 1,000 milligrams a day is an effective dose; he takes 300 milligrams daily—which he says contains the amount of resveratrol in some 150 bottles of wine.

No one knows exactly how resveratrol works, but scientists believe it activates a wide range of genes, creating a cascade-like effect on a variety of body functions. Human data include a 100-person placebo-controlled study by Sirtris Pharmaceuticals Inc. that found lowered blood-glucose levels in diabetics who took the GlaxoSmithKline unit's proprietary formulation, SRT501, not yet on the market.

A 19-person study presented earlier this month at a British scientific conference, sponsored by Royal DSM, found that "flow mediated dilation," a measure of cardiovascular health, increased an hour after taking resVida. At an American College of Sports Medicine conference last year, Dr. Maroon and colleagues reported that a three-month study of 51 people found a resveratrol-containing supplement not currently on the market increased endurance on a stationary bicycle compared with a placebo, and also increased verbal memory scores on a standardized test.

And in a report published earlier this month in the journal Optometry, researchers found that five months' therapy with a Longevinex, a supplement sold by Resveratrol Partners LLC of Las Vegas, resulted in significant improvement of vision of an 80-year-old man who was having difficulty with night driving. The visual measures were subjective but researchers also found a significant decrease in lipofuscin, a granular substance that builds up in aging tissues and is linked to vision decline, says researcher Stuart Richer, chief of optometry at the Veterans Affairs Medical Center in North Chicago. Resveratrol Partners provided the supplements taken by the patient, says Dr. Richer, and he has agreed to conduct a company-funded 24-person follow-up study.

One person isn't enough to prove resveratrol can help age-related vision decline, says Dr. Richer, but "we want to do this in a controlled situation with many patients."

—Email aches@wsj.com 
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With Scant Jobs, Grads Make Their Own









 
By TODDI GUTNER

Andrew Levine knew he wouldn't find a job in investment banking when he graduated with an M.B.A. from the University of Miami in 2008. Wall Street was in the midst of a financial collapse. So instead the 24-year-old focused his efforts on launching a start-up. "I figured that starting my own company was the best use of my time while I waited for the market to thaw," says Mr. Levine.

Faced with an unemployment rate of 16% for 20- to 24-year-olds, a growing number of recent college and grad-school graduates are launching their own companies, according to anecdotal evidence from colleges, universities and entrepreneurship programs around the U.S.

For his part, Mr. Levine built upon a business plan for a niche social-networking company he had created for an entrepreneurship class the prior year. He showed the plan to the father of a college friend who was an angel investor and got $40,000 in seed money in exchange for an equity stake in the business.

[bookmark: U10353730404W5G]Armed with start-up cash, Mr. Levine created audimated.com, an online social-networking site for musicians and their followers. It serves as a forum for the independent music community—both fans and musicians—to discover and promote new music. The site is in beta testing now with a launch expected in January.

[bookmark: U10353730404B7]This push toward entrepreneurship among young people is likely to continue as employers plan to hire 7% fewer graduates from the class of 2010 than they hired from the class of 2009, which saw a nearly 22% drop in hiring from the class before, according to a recent report from National Association of Colleges and Employers. The annual average percentage of all job seekers starting their own businesses increased to 9% through the third quarter of 2009, according to Challenger, Gray and Christmas, a global outplacement consultancy. That's compared with 5% at the end of 2008.

[bookmark: U10353730404P8]"Given the state of the economy, and the state of the job market, many young people are getting the push they needed to become entrepreneurs," says Bo Fishback, vice president of entrepreneurship at the Kauffman Foundation, a nonprofit that promotes entrepreneurs. "It's a lot easier to decide to launch your own company when there aren't a lot of jobs out there." 

[bookmark: U10353730404QWF]School career-service officials say it makes sense for new grads to go the start-up route. Young adults are often well-suited to put up with the long hours start-ups demand. They don't have the responsibilities and financial obligations that burden older adults. What's more, these graduates grew up on the latest technology and easily adapt to technological improvements. 

[bookmark: U103537304042CI]Of course, young entrepreneurs also are likely to face their own hurdles. "Having the skill set to become an entrepreneur is different than any thing you learn in school," says Susan Amat, the executive director of the Launch Pad at the University of Miami, an entrepreneurship-support program based out of the campus career center.

[bookmark: U10353730404IM]To that end, it's important for young entrepreneurs to seek the necessary help to get started. For current students or recent graduates, it might be easiest to reach out for assistance on campus. Many schools have campus incubators or offer start-up competitions, like Babson College's annual Entrepreneurship Forum, which offers cash, consulting, legal and Web services to winning business plans. Other schools have business incubators that help students—and sometimes outsiders—hone business ideas and, in some cases, support them financially or with other resources.

[bookmark: U10353730404FKC]Mr. Levine turned to the Launch Pad before he sought out an investor to him sharpen his business plan and investor presentation The program also gave him guidance for creating a revenue strategy and trademarking the site's logo.

A boot-camp training program or organized group for aspiring business owners also can help. The Kauffman Foundation's FastTrac, a 10-week boot camp offered throughout the country, trains aspiring entrepreneurs. And Y Combinator of Mountain View, Calif., and TechStars in Boulder, Colo., offer cash and mentoring to young founders.

[bookmark: U103537304044BB]The biggest challenge, though, might be convincing investors and customers that a young 20-something has the experience needed to deliver on a plan. One way to clear that hurdle is with strong advisers. "Recruit the right advisers who will vouch for you, who are experts in your field, will let you use their name and are beyond refute," says Mr. Fishback. 

Brooks Morgan, a 2009 graduate of University of Kansas, did just that. Mr. Morgan wanted to work in venture capital, but jobs were scarce, so he found work on the other side—at a start-up. As vice president of business development for Infegy, a start-up enterprise social-media analytics company, Mr. Morgan's first order of business was to attract advisers. His last two years in college, he had worked part-time with Richard Caruso, a venture capitalist , who introduced the three Infegy principals to people who could help them land deals with corporations. 

"Because we were passionate about what we were doing, [our advisers] were excited to be with and help the younger generation," says Mr. Morgan. Infegy was launched earlier this year and has 20 employees and several Fortune 500 clients.
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Banking Bonus Points
		
	For Better Times 









 
By JANE PORTER

[bookmark: U10353730175JPD]It's no secret that bonuses—if they are given out at all—are likely to be less-than-hoped-for this year. According to Payscale.com, a site that provides salary reports across industries, bonuses dropped an average of 33% across the hard-hit financial sector over the past two years. 

[bookmark: U10353730175ZEH]But even if you received a small bonus check, you can set yourself up for a more substantial bonus when company financials are better.  First off, don't vent too much. It can feel good to commiserate with co-workers, but maintaining a positive attitude at a time when most people are disgruntled will help you stand out. 

[bookmark: U10353730175WWH]Don't take the dollar amount you receive personally and try to take stock of the company-wide strategy as a way to sort out your disappointment. Joining a chorus of complaining won't change things and can hurt the image your boss has of you. 

[bookmark: U10353730175KAB]"It's career-limiting to come across as dissatisfied," says Marsha Egan, CEO of Egan Group Inc., a Reading, Pa., professional coaching firm.

[bookmark: U10353730175ICF]If you have unanswered questions, talking with your manager about how bonuses were determined is acceptable, but be sure to take a forward-looking approach, says Ms. Egan. 

[bookmark: U10353730175OP]Dwelling in the past is a surefire way to anger your boss, says Don Hurzeler, a retired executive with insurer Zurich North America, who handed out bonuses for more than 30 years. "When it comes to bonuses, you need to plan for the long run and not the short run," he says. 

[bookmark: U10353730175EOE]Frame your conversation around how you can help the company rather than making it all about you, advises Ms. Egan. Ask what you can do to help bring bonuses back for everyone or how you can play a bigger role moving forward. 

[bookmark: U10353730175PAF]One thing you should not do: less work. In a tough economy, there's nothing more dangerous than slacking off, says Rick Smith, co-author of "The 5 Patterns of Extraordinary Careers." Instead, consider taking on a leadership role to set yourself apart from the crowd—especially the complainers. "The worst possible thing you can do for your career [is to feel] 'You're not paying me so can I slack off,' " says Mr. Smith.

[bookmark: U10353730175YZB]If you are convinced you should have received more money, it might be appropriate to approach your boss to request a reevaluation—but make sure to have a clear case for how you contributed to the bottom line before you ask for the meeting.

[bookmark: U10353730175ALF]
                Jack Chapman, career and salary coach and author of "Negotiating Your Salary," recommends researching the marketplace to see how your compensation stacks up to others. Web sites like Payscale.com and Salary.com offer data-driven estimates for bonuses and salaries by field and job level, while sites like Glassdoor.com and Vault.com profile careers and often include compensation data. 

[bookmark: U10353730175WBG]Go into a renegotiation with a number in mind, says Mr. Chapman. Knowing what you want and putting it out there will do you far more good than letting the boss throw out a number first. 

[bookmark: U10353730175C9G]While compensation tends to be similar across different companies in the same industry, opportunities for growth can be vastly different, says Mr. Smith. Don't let one year's results govern the rest of your career by overreacting. "Keep your head down, build value for yourself and eventually you will get paid down the road," he says.

If you see the paltry bonuses as part of a larger trend at your company, you could consider looking for a job elsewhere. But, Jim Piper, principal at Stanton Chase International says it's a longshot. He gets about 20 resumes a day from traders alone. "It's probably a good time to eat your dissatisfaction," he says. "The bonus structuring situation will never be as it was before." 
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The Rabbi and Frank Lloyd Wright









 
By JULIA M. KLEIN


Elkins Park, Pa.


Rabbi Mortimer J. Cohen was a visionary with chutzpah. In November 1953, on the advice of a mutual acquaintance, he wrote the most famous architect of his day to ask if he would consider designing a suburban Philadelphia synagogue. What was needed, the rabbi informed Frank Lloyd Wright, was "a 'new thing'—the American spirit wedded to the ancient spirit of Israel." Cohen took the further liberty of enclosing his own sketches.

[bookmark: U10292623403ULE]Wright, then 86 and based at Taliesin West, in Scottsdale, Ariz., had turned down previous requests to build synagogues. But Cohen's invitation to develop a distinctively American architectural idiom for a Jewish house of worship enticed the architect. Six years later—despite fund-raising woes, the daunting complexity of Wright's design, and flooding from a burst pipe—Beth Sholom's imposing glass pyramid in Elkins Park, Pa., was dedicated to wide acclaim.

[bookmark: U10292623403EAH]This fall, the Conservative synagogue, designated a National Historic Landmark in 2007, celebrated its 50th anniversary by inaugurating a visitor center and public tours, available three days a week or by appointment. Together, they offer an intriguing look at the congregation, the architecture, and the extraordinary collaboration between Cohen and Wright. 

Old York Road, the artery that links Philadelphia to its northern suburbs, is lined with synagogues, representing the mid-20th-century Jewish migration from the inner city. But Beth Sholom has always stood apart. The building, unusual in both form and materials, radiates otherworldliness. Symbolizing Mount Sinai, and evoking a vast desert tent, the hexagonal structure towers above the leafy avenue by day. By night, it emits an eerie silvery glow that illuminates the roadway.

Most passersby—until recently, I was among them—have never seen the synagogue's remarkable interior. The main sanctuary, which holds more than 1,000 worshipers, combines grand architectural gestures with Wright's signature detailing. The beige-carpeted floors slope downward, while the walls of the temple soar dramatically skyward, a dynamic contrast that creates vertigo and seems to obliterate the distinction between heaven and earth.

Wright, who borrowed liberally from his own unbuilt 1926 design for the Steel Cathedral for a Million People, employed the metaphor of the congregation "resting in the very hands of God." The visitor center, housed in a converted lounge within the temple, opens with an image of Wright's roof plan superimposed on a photograph of the rabbi's palms.

The dominant geometric form of Beth Sholom is repeated triangles. Wright also used motifs from Mayan and Assyrian art and trompe-l'oeil finishes. Beams of aluminum-clad steel, cast aluminum and painted concrete are all pewter-gray. Fiberglass paneling on the interior and corrugated wire glass on the exterior make the temple translucent.

Wright called the sanctuary's chandelier, made of panels of colored Plexiglas and resembling a three-dimensional kite, a "light basket," Emily T. Cooperman, preservation director of the Beth Sholom Synagogue Preservation Foundation, says. He ultimately opted against stained-glass windows. "Let God put His colors on, for He is the great artist," Wright declared. An ingenious interactive display demonstrates the results: Visitors can navigate through 360-degree views of the synagogue's interior and exterior at different times of day and during each of the four seasons.

The exhibits, which rely on cutting-edge media rather than artifacts, were designed by Picture Projects of Brooklyn, N.Y. Architectural work on the project, which also includes new signage, a ramp and a gift shop, was done by Venturi, Scott Brown and Associates and Andrea Mason Design.

James Kolker, who was project architect for VSBA (and had his bar mitzvah at Beth Sholom), says the visitor center represents "the beginning of the next 50 years of the preservation . . . that will be needed"—including fixing the synagogue's leaky roof, another Wright signature.

The centerpiece of the visitor center is an elegant 22-minute documentary, "An American Synagogue: Frank Lloyd Wright, Mortimer Cohen and the Making of Beth Sholom." Narrated by Leonard Nimoy, the film draws on vintage photographs and the rich correspondence between Cohen and Wright. Beth Sholom was founded in the Logan section of Philadelphia in 1918. Its name, in honor of the end of World War I, means "House of Peace." The relocation to Elkins Park was an attempt to serve an increasingly suburban membership.

A three-pronged timeline outlines the history of American synagogue architecture, the building of Beth Sholom and Wright's architectural career. Another display reproduces key letters between Wright and Cohen, in which they exchanged ideas, compliments and occasional complaints. Touch-screen technology allows visitors to dig deeper with minimum effort.

Finally, the center offers oral histories, with video images, from congregants. Most are not compelling to outsiders. One exception is the recollections of Ray Perelman, a local philanthropist who was on the Beth Sholom board when Wright's plans were unveiled—and who claims to have immediately recognized their genius.

The relationship between the rabbi and the architect is at the heart of the Beth Sholom story. Wright even put Cohen's name on his architectural drawings, a highly unusual move.

Cohen, a sophisticated man who led the congregation for more than four decades, often cajoled and flattered the narcissistic Wright. "I have read of and followed your achievements with amazement," the rabbi writes as he baits the hook. "Here is hosanna, in the highest!" he exclaims in response to Wright's initial designs. "I leave to your greatness my hopes and dreams," he says later.



Wright, for his part, complains—he is worried about payment, among other things, and reminds Cohen that he has only postponed, not waived, his customary fee. (Just a misunderstanding, the rabbi reassures him.) But Wright also flatters and comforts Cohen. On April 15, 1958, the rabbi laments to the architect: "Our money raising efforts languish. Collections have come to a dead stop. People are losing faith. . . ." Wright responds briskly, "Do cheer up!" and tells him that all will be well.

The building was finally completed. But Wright, who died on April 9, 1959, was not there to see it. For Cohen, the Sept. 20, 1959, dedication must have been a bittersweet occasion. A half-century later, the new visitor center eloquently unearths the human underpinnings of one of Wright's greatest architectural achievements.

—Ms. Klein is a cultural reporter and critic in Philadelphia and a contributing editor at the Columbia Journalism Review.Printed in The Wall Street Journal, page D6
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Channeling Fellini









 
By HEIDI WALESON


New York


The director Bartlett Sher has explained his new production of Offenbach's "Les Contes d'Hoffmann" at the Met as a meditation on the composer's "outsider" status as a Jew and a creator of popular operettas who longed to write a serious opera. The idea, Mr. Sher says, led him to the 1920s era of Franz Kafka, and then to the films of Federico Fellini. The only piece of this inspiration that comes across specifically in the production is the Fellini influence (lots of scantily clad dancers in unexpected places and some grimly lurid lighting by James F. Ingalls); there's also a dark fatalism pervading the show.

[bookmark: U103536319230ZD]It's no news, really, that the title character (based on the fascinating early 19th-century writer E.T.A. Hoffmann), whether he's standing in for the composer or not, is an "outsider." He's an artist, meant to be an observer, not a participant. The four women he pursues (Olympia, a mechanical doll; Antonia, a singer; Giulietta, a courtesan; and Stella, an actress) are actually not the right girls for him. His real relationship is with his muse, and one of Mr. Sher's more intriguing conceits was to have that Muse, who doubles as Hoffmann's friend Nicklausse, onstage all the time, battling for Hoffmann's soul against the ladies, even collaborating with the four villains to get the job done.

Designer Michael Yeargan kept Hoffmann's writing desk, holding a typewriter and strewn with paper, in place downstage while scenes came and went swiftly and cinematically, as though the poet was imagining them. Sets were minimal. Backdrops, where there were any, were projections (an opera-house interior, conflated with the tavern in the Prologue; a circus sideshow tent in the Olympia act), and there were only a few props and pieces of furniture (some long tables for the tavern, a piano and a chair in the Antonia act, a gondola in the Giulietta act). Color and variety were supplied by Catherine Zuber's costumes, which created various phantasmagorical tableaux using dancers in their underwear, women in big 18th-century dresses and towering wigs, clowns and five dancing Olympia-Hoffmann couples, choreographed by Dou Dou Huang. It was very Fellini, so much so that Hoffmann himself sometimes seemed to disappear in the crowd.

Mr. Sher set the production's dark tone in the Prologue, as Hoffmann (Joseph Calleja), singing the ballad of the dwarf Kleinzach, kicked at the dancer impersonating a dwarf hopping at his feet. The Olympia act was a Technicolor comic fantasy, with Coppelius and Nicklausse lifting dripping eyeballs out of a jar (Coppelius sells eyes) and the automaton Olympia resplendent in a pink tutu, pink hair and a gold crown. As the doll, soprano Kathleen Kim was both hilarious and grotesque: She is very short, and her clunky robotic movements seemed completely of a piece with her pinpoint coloratura and fixed smile.

The Antonia act is more about human emotions, and Anna Netrebko, playing the doomed young singer, gave it real richness. Antonia is often portrayed as an innocent; here, she was an artist and a diva, desperate to escape her sentence of silence. (If she sings, she dies.) Ms. Netrebko's lushly voluptuous soprano and larger-than-life presence were ideal for this role, a much better fit than the bel canto parts she has been tackling recently. Ms. Netrebko was originally slated to sing all of Hoffmann's loves; scaling back to Antonia, and the bit part of Stella, was a wise choice. However, Mr. Sher's directing sometimes felt clumsy and unfocused, particularly in the climactic trio, in which the villain Dr. Miracle (Alan Held) conjures up Antonia's dead singer mother (Wendy White) and eggs the girl on to sing herself to death. For one thing, Ms. White just marched downstage into the action; a little magic would have been welcome.

The Giulietta act was even more problematic, largely because the Met persists in using a less than musicologically current version of the score. When the opera had its premiere in 1881 at the Opera-Comique, several months after the composer's death, the Giulietta act was eliminated. The act was reinstated later in a truncated and rearranged form, which became standard practice. Recent scholarship has restored Offenbach's original plan for the act, which makes more sense, albeit a longer evening: Giulietta, the Venetian courtesan, has a seduction aria, motivating Hoffmann's capitulation to her, and his degradation and downfall are far more dramatic. Here, mezzo Ekaterina Gubanova, who didn't have much to do, made a moderate, bland impression, and the buildup that Mr. Sher had set in motion through the earlier acts came to a halt.

Mr. Calleja was best in conveying Hoffmann's desperation; the poet's lyrical side was shortchanged by some nasal, forced sound, particularly early in the performance. Mezzo Kate Lindsey was splendid as the Muse and Nicklausse, Hoffmann's sidekick; the production incorporated additional music for her from the restored version of the score, including an aria about the soul of the violin in the Antonia act, and in keeping with her role as the spokesperson for art, Mr. Sher made her Antonia's muse as well as Hoffmann's. Mr. Held was powerful and insinuating as the four villains, a human threat rather than a supernatural one. Alan Oke was lively as the servants, delivering Frantz's comic song-and-dance number in the Antonia act with verve, and Rodell Rosel stood out as the student Nathanael in the tavern scenes. The chorus was precise and effective. James Levine's Gallic-flavored conducting ably balanced comedy and tragedy, making this great score's points clear even when the directing tripped over its subtleties. 

—Ms. Waleson writes about opera for the Journal.Printed in The Wall Street Journal, page D6
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