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News

Car sales fell 18% last month.
Germany’s incentive-fueled
22% gain was the sole in-
crease in major markets. Reg-
istrations fell 49% in Spain.
VW'’s 10.2% decline was best
among major car makers.
Ford sales fell 13%. Page 4

H Some steelmakers are rais-
ing production for stimulus
projects too quickly, causing
steel prices to fall. Page 4

M Switzerland will relax its
bank-secrecy laws to cooper-
ate with international tax
probes. Page 3

M Retail sales fell 2.2% in the
euro zone in January, making
the longest run of annual de-
clines on record. Page 2

M Oil refiners in Europe and
the U.S. who want to shed
refining plants are in a diffi-
cult position. Page 5

B Gold and the dollar are
moving in tandem, reversing
the historical tendency for
their prices to head in oppo-
site directions. Page 19

M The chief suspect in killing
Kremlin critic Litvinenko
might run for mayor of So-
chi, host of the 2014 Winter
Olympics. Page 10

M Hypo RE investor J. Chris-
topher Flowers and the Ger-
man government will discuss
further the mortgage finan-
cial firm’s future. Page 21

M German investigators
have begun to doubt the au-
thenticity of an Internet chat-
room posting that was said
to have preceded a teen’s
shooting rampage last week.

M A suicide bomber killed
two Afghan civilians, while
the mayor of Kandahar sur-
vived a roadside bomb.

M An influential prelate said
Brazilian doctors didn’t de-
serve excommunication for
aborting twin fetuses of a
9-year-old child.

B Obama rejected China’s
concerns that its vast hold-
ings of US. assets might be
unsafe, in an unusual diplo-
matic exchange. Page 12

M Exim Bank of China has
offered Rio Tinto a line of
credit if Chinalco’s planned
investment in the miner
gains approval. Page 4

M Google needs to fortify
advertiser relationships after
the departure of a senior
vice president who is going
to work for AOL. Page 6
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Troubles ahead?
Fringe IRA groups prove
Good Friday didn’t end
terror in Ulster. Page 13
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AlIG bonuses draw anger

Washington pressures insurer over $450 million payout at embattled unit

By LiAM PLEVEN
AND SUDEEP REDDY

Pressure mounted on
American  International
Group Inc. and its U.S. govern-
ment overseers after public
outrage grew over $450 mil-
lion in bonus payments to em-
ployees of the unit that pro-
duced $40.5 billion in losses
last year.

The ire in Washington and
across the country was di-
rected in part at AIG, which
was kept afloat by a Septem-
ber government bailout that

is now worth as much as
$173.3 billion. AIG’s chief, Ed-
ward Liddy, told Treasury Sec-
retary Timothy Geithner that
the firm’s “hands are tied” on
making $165 million in pay-
ments to employees of the
unit, called AIG Financial
Products, that made a num-
ber of bad bets on financial
markets.

“Something is terribly
wrong with this picture, and
the reckless behavior at AIG
must stop immediately,” said
Rep. Elijah Cummings (D.,
Md.), who called on Mr. Liddy

to resign. Asked to comment,
an AIG spokeswoman re-
ferred to Mr. Liddy’s letter, in
which he said he found the
payments “distasteful.”

Yet frustration was also di-
rected at the U.S. govern-
ment, which has wide-rang-
ing influence as the owner of
nearly 80% of the fallen in-
surer. “It’s really up to the gov-
ernment now to take more
forceful action” to prevent
the bonuses from being paid,
said Tom Ikeler, a private in-
vestor in Berwyn, Pa. “I think
we have the leverage.”

The reactions show the po-
litical minefields ahead for
the Obama administration as
it seeks to maintain political
support for its approach to
the financial crisis, which in-
volves deep interventions in
the private arena.

Nowhere are the tensions
more acute than at AIG, where
the U.S. role has evolved from
that of restless creditor to pa-
tient ally. That is in large part
because an earlier plan to sell
off AIG assets to repay govern-
ment loans failed to produce

Please turn to page 31

Zardari feels more heat as Pakistan simmers
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TENSE STANDOFF: Riot police and activists clash during an antigovernment rally in Lahore on Sunday. Pakistan’s main opposition leader,
former Premier Nawaz Sharif, joined lawyers to push for the president to reinstate judges fired by his predecessor. Page 11.

G-20 presses U.S.

to repair its banks

BY DAMIAN PALETTA
AND STEPHEN FIDLER

HORSHAM, U.K.—U.S. offi-
cials came to the weekend’s fi-
nance ministers’ summit hop-
ing to persuade other coun-
tries to embark on a fresh
round of spending. They leave
under pressure to fix the weak
U.S. banking sector.

After cordial handshakes
and group photographs, Trea-
sury Secretary Timothy Geith-
ner rushed back to Washing-
ton, D.C., on a military jet to
begin a frenetic 17-day span
leading up to the full Group of
20 meeting in London, which
will feature U.S. President
Barack Obama and other
world leaders.

The turnaround suggests
the limits of U.S. power in the

world emerging out of the rub-
ble of the financial crisis.
Many countries, including
U.S. allies, are increasingly
putting pressure on America
to clean up a mess they be-
lieve it created.

Mr. Geithner’s actions dur-
ing the next two weeks will be
scrutinized by both Wall
Street and world financial
markets, which have re-
mained unconvinced that the
Obama administration can
pull the world out of the down-
turn.

“It is natural that the
world looks to the United
States for leadership in any
major international financial
conference,” said Daniel
Price, a senior partner for glo-
bal issues at law firm Sidley

Please turn to page 31
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‘Troubles’ return

In Northern Ireland, killings
expose lingering rifts
Economy & Politics, page 9

Markets

PCT

CLOSE CHG

DJIA 722398 +0.75
Nasdaq 1431.50 +0.38
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OPEC
keeps

oil output
steady

BY SPENCER SWARTZ
AND Guy CHAZAN

VIENNA—OPEC members
decided to leave their oil out-
put steady as they balanced the
risk of lower crude prices to
their national budgets against
the damage higher prices could
wreak on an already-battered
global economy.

The decision shows the
high-wire act the Organiza-
tion of Petroleum Exporting
Countries is having to per-
form as it faces the worst
world-wide economic crisisin
its almost half century of exist-
ence. On the one hand, crude
stocks are still high, meaning
prices could stay lower than
OPEC likes for months to
come. On the other, pushing
the price of oil too high could
entrench the downturn and
hinder an economic recovery.

Meeting Sunday in Vienna,
the 12-nation cartel urged its
members to comply fully with
the deep production cuts an-
nounced in late 2008 rather
than lop off additional barrels.
Those curbs appear to have put
afloor under oil prices, despite
collapsing energy demand:
Crude is around $46 a barrel,
up from the five-year low of
$32 in December. Analysts ex-
pect oil stocks in developed
countries to start tightening
sharply from the summer, giv-
ing further support to prices.

Sunday’s meeting came
against the background of a glo-
bal economic slowdown that

Please turn to back page

Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future

we need them all.

Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the

source, we’'ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at v :

exxonmobil.com
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Ex¢onMobil

Taking on the world’s toughest energy challenges.’
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Poland defends economy

Finance chief wants
euro link by midyear;
no fear of contagion

By DAvID McQuUAID

WARSAW—Polish Finance Min-
ister Jacek Rostowski said the
country isn’t at risk of contagion
from economic crises in Eastern
Europe and would gain stability if
it quickly entered a euro-currency
band.

In an interview here Friday, Mr.
Rostowski said Poland should rely
on monetary policy to fight reces-
sion and plans to keep its fiscal def-
icit at below 3% of gross domestic
product. The U.S. has turned up
pressure on Europe to increase
spending for global stimulus, a call
that France has rejected.

Mr. Rostowski has been touring

European capitals to push the mes-
sage that markets’ tendency to
treat the economies of Central and
Eastern Europe as a single, heavily
damaged unit is wrong.

The zloty fell to near-record
lows against the euro in February.
But Mr. Rostowski says markets
have begun to distinguish between
stronger and weaker economies,
helping the zloty recently recover
slightly.

“The view that all of Central
and Eastern Europe is a catastro-
phe is slowly dissipating,” he said.
The European Commission in Brus-
sels forecasts Poland’s gross do-
mestic product will grow 2% this
year, when most EU economies are
in recession.

Roughly two-thirds of Poland’s
trade is with the countries of so-
called old Europe, including Ger-
many. Mr. Rostowski said rela-
tively weaker trade links with
other countries in Central and East-

ern Europe will shield Poland from
any future meltdown there.

Mr. Rostowski says Poland’s cur-
rency should join a trading band
pegged to the euro, known as the
exchange-rate mechanism 2, or
ERM2, by the middle of this year.
In addition to other requirements,
euro aspirants must keep their cur-
rency-exchange rates in a range
against the euro for at least two
years.

Many economists warn joining
the ERM2 too soon could invite at-
tack from speculators. And the
zloty has lost 35% against the euro
in the past year, well over the
plus-or-minus 15% range in the cur-
rency band.

Some policy makers at the Euro-
pean Central Bank worry that at-
tacks on a currency that joins ERM2
now could in turn destabilize the cur-
rencies of other countries already
linked to the euro. That group now
includes Latvia and Denmark.

Euro zone’s retail sales decline

By NicHOLAS WINNING

LONDON—Euro-zone retail sales
fell for the eighth straight month in
January, the longest run of annual
declines on record as the currency
bloc struggles with a deep reces-
sion, official data showed Friday.

The volume of retail sales rose
0.1% from December, but was 2.2%
lower than in January 2008, Euro-
pean Union statistics agency Euro-
stat said, suggesting post-Christ-
mas discounts did little to entice
shoppers across the 16 nations that
make up the euro zone.

The agency also revised down De-
cember’s data, showing sales fell
0.3% from November and 2.4% from
a year earlier in the final month of
2008. Last month, Eurostat had said
that December’s figures were un-
changed on the month and down
1.6% on the year.

Other Eurostat datareleased Fri-
day showed the rise in labor costs in
the euro zone slowed in the fourth
quarter. The headline measure,
which is made up of wage costs and

nonwage costs such as taxes paid by
employers, rose 3.8% from a year
earlier, compared with a 4.2% an-
nual increase in the third quarter.

“The combined negative forces
of rising unemployment, falling
household wealth, and elevated un-
certainty about the length and sever-
ity of the recession continue to out-
weigh the positive effect on con-
sumer spending of the rise in spend-
ing power resulting from sharply
lower inflation,” Martin van Vliet,
senior euro-zone economist at ING,
said in a note.

Friday’s data were likely to sup-
port expectations that the European
Central Bank will cut its main inter-
est rate below the current record
low of 1.5%. The ECB has cut its key
rate from 4.25% in October, but has
been less aggressive in its monetary
policy than the U.S. Federal Reserve
and the Bank of England.

The euro zone slipped into reces-
sion in last year’s third quarter.
Gross domestic product contracted
1.5% in the fourth quarter as the glo-
bal economic crisis led to the sharp-

Sales sink
Euro-zone retail sales, year-to-year
percentage change

0%

Source: Eurostat

est fall in consumer spending on
record and a damaging drop in ex-
ports.

Eurostat said retail sales of food,
drinks, and tobacco products across
the euro zone in January fell 0.3%
from December and were down 2.4%
from a year earlier.
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Finance chief Jacek Rostowski, seen in September, said Friday that relatively light
trade links with Central and Eastern Europe shield Poland from any meltdown there.

The dilemma has caused some
countries, including Hungary, to
ask that the waiting period be
shortened and other criteria for
euro membership eased, in order
to secure rapid entry for EU coun-
tries whose currencies are being
battered by the global financial cri-
sis.

OnFriday, Ivan Sramko, the cen-
tral bank governor of euro-mem-
ber Slovakia, said he agreed the ac-
cession conditions were outdated
and “aren’t very appropriate for
new [EU] member states.” He also

said, however, that the rules are un-
likely to change. ECB President
Jean Claude Trichet and older euro-
member states are opposed.

Mr. Rostowski said this may be
the best time to link the zloty to
the euro.

Economists say the zloty’s
plunge against the euro has left it
dramatically undervalued. Also,
speculators could be reluctant to
take on the zloty, knowing it was ul-
timately backed by the ECB.

—dJoellen Perry in Frankfurt
contributed to this article.

CORRECTIONS & AMPLIFICATIONS

The lead Standard & Poor’s ana-
lyst for rating General Electric Co. is
Robert Schulz. Hislast name was mis-
spelled as Schultz in an Interna-
tional Investor article in the Friday-
Sunday edition.

Italian Serie A football teams
won three Champions League finals
in the 1990s, and English teams have
appeared in four finals since 2000. A
page larticle Wednesday incorrectly
said Serie A teams won two finals and
English teams appeared in five finals
during therespective periods.Inaddi-
tion, some teams in the English Pre-
mier League rent their stadiums. The
article incorrectly said all these
teams own their stadiums.

One in five Americans who ex-
ceed the daily limits for low-risk
drinking of no more than four stan-
dard alcoholic drinks in a single day
for aman and no more than three for
awoman have progressed to alcohol
abuse and alcoholism, according to
the National Institute of Alcohol
Abuse and Alcoholism. One in 12
Americans who exceed the weekly
limits for low-risk drinking of no
more than 14 for aman and seven for
a woman have gone on to such seri-
ous alcohol problems. A Health Jour-
nal article Tuesday incorrectly said
that one in 12 Americans who ex-
ceed either the weekly or daily lim-
its go on to have serious alcohol
problems.

INDEX TO PEOPLE

This index lists the names of businesspeople and government regulators
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Switzerland to relax laws on bank

Offshore tax haven
takes steps to avoid
potential crackdown

By DAVID CRAWFORD
AND JESSE DRUCKER

Switzerland, the world’s largest
offshore taxhaven, saidit willrelaxits
bank secrecy laws to cooperate with
international tax probes, in an effort
to escape a potential crackdown on
countries that protect tax evaders.

The move helped along a sudden
trend among havens of banking se-
crecy: The Swiss decision was mir-
rored Friday by Austria and Luxem-
bourg, two other European coun-
tries with strong bank secrecy laws.
It followed similar decisions by the
European principalities of Lichten-
stein and Andorra a day earlier.

But the limited cooperation Swit-
zerland promised won’t affect an-
other trend drawing scrutiny from
U.S. lawmakers: companies with
U.S. headquarters reincorporating
there to avoid taxes. And Switzer-

land doesn’t plan to abandon bank
secrecy, a pillar of the nation’s suc-
cess in the financial industry.

Swiss President and Finance Min-
ister Hans-Rudolf Merz said his coun-
try will share information only after
detailed requests on individual
cases from other countries. That
would make it difficult for foreign
tax investigators to trawl for tax
evaders. “There will be no automatic
exchange of information,” he said.

The rash of pledges by tax havens
to open up their secretive banking
cultures comes after intense interna-
tional pressure. A summit early next
month of the Group of 20 countries
is expected to discuss possible sanc-
tions on banking centers that fail to
provide legal assistance with inter-
national tax probes. Finance minis-
ters and central bankers from the
G20 met Friday outside London to
prepare for the summit.

Until now, Switzerland, Austria
and Luxembourg have refused to co-
operate fully with international tax-
evasion probes, on grounds that the
offense wasn’t criminal. In Switzer-
land, tax evasion is not listed as a
criminal offense.

Associated Press

Swiss President and Finance Minister Hans-Rudolf Merz said his country will share
information only after detailed requests on individual cases from other countries.

Mr. Merz said the pressure on
Switzerland intensified on March 5,
when the Paris-based Organization
for Economic Cooperation and De-
velopment prepared an updated list
of uncooperative tax havens, for pre-

sentation at the April 2 summit of
the leaders of the Group of 20 coun-
tries. The G-20 nations, whose fi-
nance ministers are meeting this
weekend, are expected to discuss
possible sanctions on banking cen-

secrecy

ters that fail to provide legal assis-
tance with international tax probes.

Switzerland was on the new
OECD blacklist, Mr. Merz said.

Apair of antitax haven bills intro-
duced in Congress last week seek to
make it harder for U.S. companies to
avoid taxes using offshore entities.
In a trend that accelerated late last
year, numerous U.S. companies have
switched their site of incorporation
to Switzerland from Bermuda and
the Cayman Islands, in an effort to
avoid the impact of antitax haven
legislation.

Those companies include con-
glomerate Tyco International Ltd.,
oil companies Foster Wheeler Ltd.,
Weatherford International Ltd.,
Transocean Inc. and insurer ACE
Ltd. In many cases, the companies’
top executives willremaininthe U.S.

Switzerland has a corporate in-
come tax, but doesn’t levy it on prof-
its earned by subsidiaries overseas,
making it possible for companies to
avoid taxes.by carefully structuring
their operations to credit the in-
come as coming from outside the
country. Switzerland’s move Friday
wouldn’t affect that.

EVERY ELECTRIC
POWER PLANT
NEEDS TO FIT
WITH EVERYTHING
AROUND.

Aerial view of Tucurui Electric Power Plant Para,

the biggest 100% brazilian one.

HERE WITH THIS AD
AND OUT THERE WITH
THE ENVIRONMENT.

agencia3d

On the one hand, Eletrobras generates development for Brazil.

On the other, it generates less environmental impact.

FREW!

In addition to energy, the mission
of Eletrobras is to generate a
better future as well. The Tapajos
and Belo Monte projects are
proof of this, because they were
designed to cause the lowest

possible ecological impact.

In Tapajds, for example, the project
calls for the conservation of an area
the size of Switzerland, Belgium,
Denmark and Holland combined.
It’s no wonder everyone can see
the investments of Eletrobrés.

Including nature.

Eletrobras {}

The same power everywhere.

Mines and Energy
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Ministry of
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European auto sales decrease by 18%

Germany is exception, posting 22% rise, helped by incentives; Volkswagen, Ford fare relatively well

BY CHRISTOPH RAUWALD

FRANKFURT—The European car
market continued to contract last
month, shrinking 18%. Sales skidded
in all major markets except Germany.

The 22% gain in sales in Germany
was the latest sign the country’s in-
centive program is working. The gov-
ernment has been offering €2,500, or
about $3,200, to consumers who
trade in old cars for new ones.

New-car registrations in 28 coun-
tries in Western and Central Europe
fell to 968,159 cars from 1.19 million a
year earlier, the European Automo-
bile Manufacturers Association said
Friday. Spain’s 49% decline was the
sharpest among major markets.

Europe’s largest auto maker by
sales, Volkswagen AG, fared best
among major car makers with a
10.2% decline to 210,337 new-car reg-
istrations. Ford Motor Co.’s Euro-
pean division also held up relatively
well with a13% fall to 95,164 cars, de-
spite a 31% slump at the Volvo brand
to 13,514 cars. Registrations for
Ford’s core brand were down 8.6% at
81,650 cars. Italy’s Fiat SpA posted a

Associated Press
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A Volkswagen’s Golf is lifted in a storage and loading tower in the so called

"Autostadt” in Wolfsburg, Germany.

17% slide in Europe to 87,635 cars.
General Motors Corp.’s European

sales declined 22% to 86,344 cars, in-

creasing pressure on the company to

secure state aid in order to stave off
insolvency. Its core Opel/Vauxhall
brand posted a 22% drop to 70,590
cars, despite the scrapping incen-

Driving recession

New car registrations were down in
February in most European

countries. el
Selected countries Total  change
Belgium 45904 -17.9%
France 152,066 -13.2
Germany 277,740 +21.5
Greece 15,592 -33.0
Ireland 8,950 -62.9
Italy 165,289 -24.4
Netherlands 34511 -314
Spain 62,107 -48.8
Sweden 14,603 -31.3
UK. 54,359 -21.9
Total Europe 968159.4 -18.3

Source: European Automobile Manufacturers’
Association

tives in Germany. GM’s Swedish Saab
brand saw a 54% drop to 2,205 cars.

GM has asked Germany and other
European governments for €3.3 bil-

lion in aid and has said it is willing to
sell amajority stake in the Opel/Vaux-
hall unit if necessary. Finding an in-
vestor whose investment is backed
by the German government is “the
most promising and innovative path
to take,” Carl Peter Forster, presi-
dent of GM Europe, wrote on the com-
pany’s Web site Friday.

On Thursday, the European In-
vestment Bank approved €3 billion
in loans to the ailing European auto-
motive industry, with money going
to German, Italian, French and Swed-
ish auto makers.

Renault SA registrations fell 23%
to 84,327 in February, in line with a
25% decrease at French rival PSA
Peugeot Citroén to 125,443 cars. Reg-
istrations for Toyota Motor Corp.’s
European unit were down 18% at
53,868.

BMW AG and Daimler AG saw reg-
istrations fall 29% and 30% to 40,928
and 42,632 cars, respectively. Germa-
ny’s scrapping plan mainly sparked
demand for smaller cars rather than
luxury vehicles.

—Alessandro Torello
contributed to this article.

Some steelmakers jump the gun in response to stimulus

BY ROBERT GUY MATTHEWS

Eager to cash in on stimulus pack-
ages in China, the U.S. and Europe,
some steelmakers are ramping up
production. But some are moving
too quickly, causing steel prices to
drop again after recovering earlier
this year.

The situation illustrates the di-
lemma for industries that need to fill
the pipeline with construction-criti-
cal products but are uncertain about
when they will be needed.

China, in particular, is beginning
to see steel prices slide after the ca-
pacity utilization of the country’s
steel mills increased in recent
months to about 90% from 75%.
Baosteel Group Corp., China’s larg-
est steelmaker by output, last
month restarted one of its idled
mills in anticipation of stimulus-re-
lated construction. Angang Steel
Co., the listed arm of Anshan Iron &
Steel Group Corp., China’s second-
largest steelmaker, last week said it
would increase production this year

by 25%, or four million metric tons.

The increases are in response to
China’s $585 billion stimulus pro-
gram, which will include work on
steel-intensive bridges, railroads,
roads and buildings.

Since those projects take time to
scale up, steel supply at this point is
exceeding demand, sending prices
lower. The price for Chinese hot-
rolled steel in February rebounded
to about $490 a metric ton from
about $360 in November. This
month, the price has dropped to
about $415 because demand hasn’t
grown as quickly as expected.

“Everybody had been looking for
any kind of sign of increased de-
mand,” said Karlis Kirsis, a manag-
ing partner at Steel Dynamics, a
steel research firm based in New
York. “But they overproduced and
now they want to get rid of it.”

The concern is that the slide in
prices could spill over to the U.S. and
parts of Europe, where prices have re-
mained relatively steady after falling
dramatically several months ago.

J.P. Morgan steel analyst Frank Li
said an additional 90 million metric
tons will be needed as aresult of Chi-
na’s economic-stimulus program.
But demand will be limited to cer-
tain types of steel and some steel-
makers have failed to take that into
account, the China-based analyst
said. The greatest need will be for
pipe, rebar, tubing steel and flat-
rolled steel for roads, underground
pipes and bridges, he said. There
will be less immediate need for
plate, stainless and other high-value
specialized steel related to the aero-
space and housing markets.

Mr. Li said the stimulus pro-
gram’s benefits will be tempered by
slowdowns in real estate and for so-
called mechanical equipment, which
is used in factories.

If Chinese steelmakers can’t find
enough buyers in their home mar-
kets, they could try to export prod-
ucts to the U.S., Europe and other
parts of Asia, which are struggling
to keep their steel mills operating.
But the export market isn’t a great

deal for Chinese steelmakers be-
cause of the relatively strong Chi-
nese currency. Steel import vol-
umes are relatively low in the U.S.
and Europe.

Steel pricesin North America, Eu-
rope and other places are barely
holding level after months of de-
cline. Hot-rolled steel in the U.S. is
selling for about $531 a short ton. (A
short ton is 0.9 metric ton.) Euro-
pean prices are slightly lower at
$479 ametric ton. Some North Amer-
ican steelmakers say demand for
some products is no longer falling.

“If we want to look for a bright
spot, I think, from a pricing stand-
point, we do believe that the worst
is behind us,” said David Hannah,
chief executive or Reliance Steel
and Aluminum, North America’s
largest steel service center by sales.
Service centers, which process steel
for end users, are good barometers
for steel demand.

Reliance attributed firmer prices
to widespread moves in recent
months to idle production. Recently,

U.S. Steel Corp. said it will tempo-
rarily close operations in Canada. Ar-
celorMittal, the world’s largest
steelmaker, has idled plants in the
U.S. Both companies declined to com-
ment on their production plans.

U.S. steelmakers have been cau-
tious about firing up production in
response to Washington’s stimulus
package. They said they aren’t sure
precisely when steel will be needed
and don’t want to undercut the
prices just when they have begun to
stabilize. The steelmakers also said
they can increase capacity quickly
and that current inventories would
be sufficient for immediate sales.

Russian steelmaker Severstal
0AO has idled operations to help get
capacity inline with demand. CEO Al-
exey Mordashov said last month
that the steelmaker was seeing posi-
tive signs in the beginning of this
year relative to the last quarter of
2008. “Stimulus plans announced
by many national governments are
likely to support demand for steel in
2009,” the company said.

Chinese car maker weighs acquisitions

BY NORIHIKO SHIROUZU

BEIJING—Geely Automobile
Holdings Ltd., which has been con-
sidering a possible bid for Ford Mo-
tor Co.’s Volvo brand, said Friday
that it is interested in using inter-
national acquisitions to gain ac-
cess to technologies and sales net-
works, and to circumvent trade bar-
riers it might otherwise face as a
Chinese auto maker.

Outlining its “path to interna-
tionalization,” Hangzhou-based
Geely didn’t name any specific in-
ternational acquisition targets.
But the disclosure provided new in-
sight into the thinking of China’s
second-largest home-grown auto-
mobile maker after Chery Automo-
bile Co. The company has sent

mixed public signals about its in-
terest in overseas deals, even as it
has quietly pursued the possible ac-
quisition of Volvo.

“Inorder to seek capital, to seek
markets and to seek partners forin-
ternational cooperation, overseas
mergers and acquisitions is an im-
portant method for Geely Auto,”
the statement said. Overseas deals
“will help Chinese car companies
with their own brands ease the
competition in the domestic mar-
ket, and at the same time create
bigger space for growth,” it said.

The Wall Street Journal re-
ported earlier this month that
Geely, one of China’s biggest auto
makers without a foreign partner,
is likely to submit a bid to acquire
Volvo. People familiar with the sit-

uation have said that plan remains
on track.

Responding to the report, Geely
Chairman Li Shufu initially said
last week his company wasn’t keen
to buy foreign brands. Then, in a
press briefing a day later, he soft-
ened his stance, saying the Chi-
nese auto maker is open to over-
seas deals.

Friday’s statement said Geely
thinks China’s lower labor costs
are also a good reason for it to get
involved in overseas mergers or ac-
quisitions. It didn’t elaborate on
that point. But an individual famil-
iar with Geely’s interest in Volvo
has said Geely might be interested
in shifting some of Volvo’s manu-
facturing capacity to China to re-
duce costs.

Rio Tinto gets credit-line offer

By LYNDAL MCFARLAND

MELBOURNE — Export-Import
Bank of China has offered Rio Tinto
PLC a line of credit to develop min-
ing projects in Australia, China and
elsewhere if Aluminum Corp. of Chi-
na’s US$19.5 billion investment in
the mining company is approved, ac-
cording to a letter to Rio Tinto from
the Chinese bank.

“To further facilitate the cooper-
ation between Chinalco and Rio
Tinto, China Exim Bank has been dis-
cussing the possibility of...provid-
ing a long-term loan facility to Rio
Tinto to fund joint-venture projects
with Chinalco and/or other eligible
Chinese companies,” Exim Deputy
General Manager Feng Zengbing
wrote in the letter, dated Feb. 12.

The Exim Bank offer may help

Rio Tinto expand as frozen debt and
capital markets have limited funds
for the mining industry. It also could
help the Australian company get in-
volved in Chinese mining projects. It
comes, however, at a sensitive time
for Rio Tinto’s planned tie-up with
Chinalco. Australia’s Foreign Invest-
ment Review Board is still consider-
ing the deal.

Rio Tinto and Chinalco struck a
multibillion-dollar deal on Feb.12
that would give the Chinese group
minority stakes in a suite of assets
and convertible bonds that could ul-
timately deliver an 18% stake in the
Australian miner.

The deal is the biggest foreign in-
vestment yet by China and will be a
test of the Australian government’s
stance on Chinese investment in the
nation’s mining sector.
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Refineries likely to prove a drag on oil firms

Selling facilities
can prove difficult
given cleanup costs

BY LANANH NGUYEN

As demand for oil products
slows, some refineries are likely to
become a burden that will be hard to
shake off.

Refining margins—the differ-
ence between the price refiners pay
for crude oil and the price they get
for their products, such as gasoline—
remain depressed because of weak
demand from recession-hit econo-
mies and new refinery capacity com-
ing online in Asia.

Mike Wittner, head of global oil
research at Société Générale in Lon-

don, estimates the European 5-2-2-1
crack spread, a proxy for refining
margins, will fall to an average of
$3.46 a barrel this year from $6.53
last year.

As a result, refiners in Europe
and the U.S. are curtailing produc-
tion to reduce operating costs and
stem losses. Those who want to rid
themselves of refining plants alto-
gether are finding themselves in a
difficult position. Environmental
cleanup costs in some cases can
make it less expensive to run a refin-
ery at a loss than to shut it down.

Refineries that are up for sale are
expected to be a tough pitch. Eni
SpA’s 84,000-barrel-a-day Livorno
refinery in northern Italy and
Petroplus Holdings AG’s
117,000-barrel-a-day Teesside plant
in northern England were put up for
sale last month. Teesside refinery’s

gross margin plummeted 95% in the
fourth quarter to an unaudited 60
cents for every barrel of crude oil it
processed, compared with $11.98 in
the previous quarter, Petroplus
said.

Refinery valuations have
dropped about 40% since 2007, said
Ennio Senese, an executive partner
at Accenture in Rome, largely be-
cause of the global economic down-
turn. The Teesside refinery is val-
ued at €70 million to €100 million,
or about $90 million to $130 million,
he said. The Livorno plant is valued
at between €120 million and €140
million, he said.

Eni hopes to find a buyer or part-
ner for Livorno in the next few
months, an Eni spokesman said in
an email Friday, adding that a num-
ber of parties had indicated possible
interest. Petroplus didn’t return

calls for comment but said in Febru-
ary that it hoped to sell the refinery
within six months.

“If they sell low...that would
probably release them from huge
daily losses,” Mr. Senese said.

Simply closing the refineries
may itself be too costly for some
struggling refiners.

“The environmental cleanup bill
can be horrendous...the costs of clo-
sure won’t be palatable,” said Rich-
ard Griffith, director of oil and gas at
Evolution Securities in London.

“Somebody needs to pay the bill
eventually, and if a refinery is shut
down, the last one to hold the key is
the one who is expected to pay,” Mr.
Senese said.

There is a third option: Turn the
refineries into storage sites.
Petroplus has said it would consider
transforming facilities into storage

terminals. The storage business has
become more lucrative in recent
years as oil producers and trading
companies hedge their exposure to
future oil prices.

Conversion to storage also could
help owners eke out some returns
from their assets. “It’s not as expen-
sive to shut down when you trans-
formit into a storage area,” said Oliv-
ier Abadie, Paris-based director of
downstream oil for Europe at Cam-
bridge Energy Research Associates.

Difficult times for refiners in the
next six years could accelerate some
restructuring already taking place,
Mr. Abadie said, and signs are
emerging that more refiners will
need to adjust their operations to ac-
commodate their low margins.

—Alice Dore and Adam Mitchell

contributed to this article.
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Google dealt blow by departure

Armstrong known
for relationships
with big advertisers

By JEssicA E. VASCELLARO
AND EMILY STEEL

Tim Armstrong’s departure from
Google Inc. creates a new challenge
for the search company in its ongoing
effort to win business from big-brand
advertisers.

Mr. Armstrong—a Google senior
vice president who was appointed to

————— lead Time Warner’s
ADVERTISING  struggling AOL unit
— lastweek—hadarep-
utation for building strong relation-
ships with big advertising clients. The
38-year-old Google veteran oversaw
the teams of sales people that called
upon the world’s largest advertisers
to buy, not just search ads, the compa-
ny’s bread and butter, but new offer-
ings such as video and graphical ads
that run on video site YouTube, and
the TV ads the company brokers.

While Google had made limited
headway with those new businesses,
industry executives said Mr. Arm-
strong, who joined the company in
2000, had credibility with buyers. “I
think they might struggle because he
has built incredibly strong relation-
ships with big clients,” said Rob Nor-
man, chief executive of WPP Group
PLC’s digital-media unit, Group M In-
teraction Worldwide.

Mr. Armstrong was known for fre-
quently seeking feedback from cus-
tomers and built strong ties within
the media and marketing worlds. Last
January, he moderated a fireside chat
with Jeff Zucker, president and chief

Associated Press

Tim Armstrong is leaving Google to
run Time Warner’s AOL operation.

executive of NBC Universal, at a Goo-
gle TV Ads Summit at the company’s
Manhattan offices attended by doz-
ens of marketing and media profes-
sionals.

Other ad-industry executives said
Mr. Armstrong groomed a deep bench
of sales executives, but that their jobs
will be more difficult without him.

In a statement last week, Google
Chief Executive Eric Schmidt said the
company would turn to an existing
Google executive to replace Mr. Arm-
strong and announce its decision in
the coming weeks.

People familiar with the matter
said Google is likely to consider execu-
tives of about Mr. Armstrong’s rank,
including Sukhinder Singh Cassidy,
Google’s President for Asia-Pacific &

Latin America operations. Ms. Singh
Cassidy works very closely with Omid
Kordestani, Google’s senior vice presi-
dent of global sales & business devel-
opment, to whom Mr. Armstrong re-
ported.

The successor—or combination of
them—will face the chore of trying to
draw more business from marketers
withbudgets to spend in areas besides
search.

It’s a continuing challenge for Goo-
gle, which became the largest pro-
vider of online advertising in the
world thanks to hundreds of thou-
sands of small and midsize advertis-
erswho fuel its business. But now, as it
seeks to expand into areas that might
not be as attractive to those smaller
advertisers, it needs to lure brands
with deeper pockets.

Google has had some success. For
example, one of the largest advertis-
ersinthe U.S., Unilever, has bought ad
campaigns on YouTube for a number
of its brands, including its Dove, Vase-
line, Caress and Axe brands. The com-
pany also tested buying television ads
through Google for its Slim-Fast
brand.

But advertisers mostly haven’t
committed a large amount of ad dol-
lars to these emerging areas. You-
Tube, for example, will account for
only roughly 3% of Google’s net reve-
nue this year, or $500 million, esti-
mated Youssef Squali, an analyst at
Jefferies & Co.

The vast majority of Google’s $21.8
billion in revenue last year still came
from search advertising, though
growth is slowing sharply. Google’s
revenuerose 18% in the fourth quarter,
down from 31% in the third quarter.

And while Google’s search ads are
weathering the recession better than
many businesses, tapping revenue

from new ad streams is likely to be
tough in the current environment, ad
executives said. “You are going to see
some reduction in the experimental
media,” said Michael Roth, chairman
and CEO of ad holding company Inter-
public Group of Cos., during the com-
pany’s earnings call this month. “Cli-
ents are much more reluctant now to
make investments in areas that
haven’t really proven themselves.”

Google is continuing to develop
new products. Last week, the com-
pany unveiled a new service that
would allow advertisers to target ads
based on users’ interests, a service
that taps technology it acquired from
its purchase of display-advertising
company DoubleClick last year.

Now it must find the right person
to help pitch them. “If there’s one area
I’'mmost concerned about, it would be
that [Google] lose momentum around
display and video,” said Jeff Lanctot,
chief strategy officer at digital ad
agency Razorfish, one of the largest
buyers of online ads, which was pur-
chased by Microsoft in 2007.

One problem is that Google—
though it can attract a broad audience
via user-generated YouTube videos—
still lacks a decent amount of ad inven-
tory tied to top-tier programming
that advertisers are comfortable ad-
vertising against. “At the end of the
day, it comes back to content,” said
Rob Master, Unilever’s director of me-
dia in North America.

It’s not so much that advertisers
are cautious about buying more than
search ads from Google; rather, the
company has yet to settle on the best
formats for ads beyond search, said
David Kenny, managing partner of Pub-
licis Group’s digital advertising unit Vi-
vaki. “You can’t put money into some-
thing that isn’t ready yet,” he said.

MGM Mirage faces breakup as buyers circle

BY JEFFREY MCCRACKEN
AND TAMARA AuUDI

Kirk Kerkorian’s gambling em-
pire MGM Mirage could be chopped
into pieces, as the debt-strapped
company races to negotiate new
terms with lenders to avoid default-
ing on its debts, according to people
familiar with the matter.

Potential buyers have been sizing
up a purchase of the Bellagio casino
as well as the MGM Grand Detroit,
one of a handful of casinos in the coun-
try that is performing well. MGM has
discussed selling the Bellagio but so
far couldn’t garner an attractive
price, according to people involved in
the discussions.

“Basically everything MGM owns
is for sale,” said one of the people fa-
miliar with the situation. The com-
pany recently agreed to sell its popu-
lar Treasure Island casino hotel in
Las Vegas to casino magnate Phil Ruf-
fin for $775 million.

The company declined to com-
ment.

MGM needs to raise more than $1
billion to fund what it regards as its
future: a massive, 67-acre resort and
residential project in Las Vegas
called City Center. But it must reduce
debt it built up this decade.

The Las Vegas-based company has
$1.27 billion in bond payments due
later this year, in addition to about
$674 million in existing interest pay-
ments. Conditions have gotten dire as
MGM’s annual cash flow has tumbled
to an estimated $1 billion this year
from roughly $2 billion in 2007, say
people familiar with the matter.
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Kirk Kerkorian’s MGM Mirage is scrambling for cash to pay off debts. His empire,
including the Las Vegas MGM Grand, could be broken up.

On Friday, the company was nego-
tiating with a group of lending banks
to hand as much as $2 billion in liens
directly on MGM Mirage assets,
those people said.

That would put the banks ahead
of other creditors, largely bondhold-
ers, should the company file for bank-
ruptcy protection. Such amove could
eventually force MGM to hand over
certain properties to the banks.

MGM’s hope is that the new liens
will buy it some time. The hope is to
induce the banks to waive a lending
requirement that MGM be judged a
“going concern” by its auditors. In-
vestment bank Evercore Partners
has been hired by MGM to negotiate
with lenders. It declined to com-
ment.

Mr. Kerkorian’s 149 million
shares were valued at $14.9 billion in
October 2007, when the stock was
trading at a high of $100.50 per
share. Shares finished at $3.45 Fri-
day on the New York Stock Exchange.
Mr. Kerkorian’s shares are now val-
ued at around $500 million.

MGM’s predicament under-
scores just how ravaged the gam-
bling industry has become. While
many industries are trying to shrink
their debt loads, few borrowed
more, and now grapple with harder
choices, than the casinos.

The country’s 18 largest casino
companies—including giants like
Harrah’s Entertainment Inc. and
Las Vegas Sands—are buckling un-

der the weight of more than $65 bil-
lioninlong-term debt. Casinos on av-
erage now owe $7 of debt for every
dollar they project to earn. By com-
parison, the next most leveraged in-
dustries—industrials, utilities and
consumer cyclical—are all levered at
less than four times earnings, accord-
ing to investment bank Houlihan
Lokey Howard & Zukin.

Some of the industry’s high roll-
ers such as Harrah’s Entertainment
and Las Vegas Sands owe $9 for ev-
ery dollar of projected earnings. This
is double the ratio of the last down-
turn in 2001—and could be worse as
earnings continue to fall faster than
even worst-case projections.

The industry’s largest player, Har-
rah’s, is scrambling to convert much
of its $23 billion of debt into new eq-
uity. That debt was piled on when a
pair of private-equity firms pur-
chased the company at the height of
the credit boom in 2007. Most of its
bonds are trading at between 5 to 25
cents on the dollar, suggesting the
market expects a default.

Much of the debt was issued on
the premise that land underneath ca-
sinos would continue to rise in value,
and casino profits would hold steady
in a downturn. That confidence en-
abled the casino operators to em-
bark on a real-estate buying binge.

The billions bankrolled a high-
stakesland grab. Prices for an acre of
land on the Las Vegas strip jumped
from $7.6 million per acre in 2004 to
$17.7 million in 2006 and then $19
million per acre in 2007, according to
investment bank Jefferies & Co.

Losing traffic

Monthly unique U.S. visitors to
eBay, in millions

Source: comScore

EBay’s sellers
aren’t sold yet
on new strategy

BY GEOFFREY A. FOWLER

EBay Inc.’s plan torevive its e-com-
merce site left a key question unan-
swered: How will the company help
merchants who sell through the site?

EBay Wednesday held a meeting
with analysts, in which the San Jose,
Calif., company said it wanted to im-
prove the experience for shoppers. It
plans to focus on liquidated, off-price
and used goods instead of acting as a
broad retailer.

While some sellers welcomed
eBay’s return to its roots, some said
that executives didn’t address key
concerns, such as whether they plan
to lower fees.

“A huge role in the downfall of
eBay as anInternet shopping destina-
tion [lies] with its broken relation-
ship with its sellers,” said Andy Berg-
man, the operations manager of Mich-
igan-based eBay seller Alpha &
Omega Antiques. He said eBay
should be lowering fees for its sellers—
something eBay executives didn’t dis-
cuss on Wednesday.

While eBay said it would “im-
prove seller economics” in the com-
ing year, it offered few details. In addi-
tion, eBay fanned new concerns by
saying it was hoping to win shopper
loyalty with a program to guarantee
top buyers’ purchases through a new
resolution process for disagree-
ments between buyers and sellers.

Some sellers fear that means they
may get stuck with the bill for re-
turns.

“It’s a question mark out there,”
said Scot Wingo, chief executive of
ChannelAdvisor Corp., a company
that helps merchants sell on eBay and
other sites. “A lot of [sellers] feel like
they get bait and switched on these
sorts of things.”

The sparring is the latest in a some-
times tempestuous relationship that
eBay has with its 25 million sellers.

Last year, eBay introduced more
changes to the site than it had in the
previous five years, including revamp-
ing the seller-feedback system to give
advantage to merchants with higher
ratings. Those changes angered some
sellers, in particular small ones who
say their business can be hurt by a
few bad reviews.

EBay defended that move on
Wednesday, saying that sellers who
get good ratings do better business
on the marketplace. It said those sell-
ers with a rating of 4.8 or higher [out
of five] in the U.S. are building their
business the fastest, rising from 12%
of sales on the site in the first quarter
of 2008 to 27% in the fourth quarter.

“If there was any perception that
we were not focusing enough on sell-
ers, that was not our intent,” said Lor-
rie Norrington, eBay’s president of
marketplace operations. “We will
only win if our sellers win.”
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Irish media mogul to leave on down note

Anthony O’Reilly
to first focus on debt
at Independent News

By AARON O. PATRICK

LONDON—Sir Anthony
O’Reilly, once Ireland’s richest
man, announced retirement plans
Friday that will leave him eight
weeks to save a media empire tot-
tering on the verge of default.

Shares in Sir Anthony’s com-
pany, Independent News & Media
PLC, shot up more than 60% after
he issued a statement saying that
he would step down as chief execu-
tive on May 7—his 73rd birthday—
and that he had put anend toalong
battle with one of the company’s
major shareholders, Irish entrepre-
neur Denis O’Brien.

Sir Anthony has named his
42-year-old son, Gavin O’Reilly, to
be the new CEO of the Dublin-
based group, which owns many
newspapers around the world, in-
cluding the unprofitable London

Independent.

Before the transition happens,
Sir Anthony must resolve a prob-
lem that has consumed the com-
pany for the past year, ravaged its
share price and wiped out most of
his wealth: raising enough cash to
meet a €200 million ($258 million)
bond payment due in May.

The company’s options include
issuing new shares, obtaining a
short-term loan and selling a
bond, a spokesman said. With time
running out, Independent News
would likely have to pay a high in-
terest rate on a bond, given the re-
luctance of many banks to lend and
the weak advertising market.

The payment problem “will be
resolved by the time he steps
down,” Gavin O’Reilly, currently
the company’s chief operating of-
ficer, said in an interview Friday.

Sir Anthony, the company’s
largest shareholder with about
28.5% of the equity, has been
grooming his son to replace him
for years.

“I know it will give rise to
charges of nepotism,” Gavin
O’Reilly said. “But I'll let the mar-
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ket decide.” He said his father
wouldn’t comment beyond Fri-
day’s statement.

The company’s shares were up
57% at 16 European cents in Dublin
trading Friday, giving it a market
value of about €134 million. That
compares with €3.25 billion just
20 months ago.

In a recent interview, Sir An-
thony portrayed his company’s

problems as being similar to other
media groups affected by the ad
downturn, including News Corp.,
owner of The Wall Street Journal.
“Everyone’s share price has evapo-
rated,” he said. “If you are in the ad-
vertising business there is no
place to hide.”

A former CEO of food giant H.J.
Heinz Co., Sir Anthony played a
leading role in the development of
the Irish economy in recent de-
cades, bringing modern manage-
ment, marketing and finance tech-
niques to the small country.

He became its richest man and
one of its largest employers, and
he wielded considerable political
influence through his ownership
of most of the country’s big news-
papers.

He also expanded Independent
News abroad, buying up newspa-
pers, radio stations and advertis-
ing billboards in the U.K., Austra-
lia, India and Indonesia.

Amid its rapid growth, Indepen-
dent News took on heavy debts that
came back to haunt it when the finan-
cial crisis hit the ad market.

Sir Anthony’s control of the

company has also been threatened
by Mr. O’Brien, who amassed a 26%
stake after some of the company’s
papers reported he was being in-
vestigated by a judicial commis-
sion for bribery.

Mr. O’Brien, who denies any im-
proper payments, threatened in a
2003 letter to Independent News to
“rectify the damage” for “seven years
trying to destroy my reputation.”

On Friday, Sir Anthony and Mr.
O’Brien announced a peace deal.

Mr. O’Brien will receive three
seats on the Independent News
board, which will be reduced to 10
directors from 17. Mr. O’Brien
won’t join the board himself, but
the move could give him a major
say over how the company is run.

In a statement, Mr. O’Brien
thanked Sir Anthony for his work.
A spokesman said Mr. O’Brien was
too busy for interviews.

Sir Anthony’s two other sons,
Cameron O’Reilly and Anthony
O’Reilly Jr., will resign their seats
on the Independent News board as
part of the changes. Neither has a
management role.
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News Corp. gets realigned

Executives’ roles
change as Chernin
gets ready to leave

BY SHIRA OVIDE
AND SAM SCHECHNER

News Corp. announced arestruc-
turing of its television and film oper-
ations, as President and Chief Oper-
ating Officer Peter Chernin, who
leads the company’s entertainment
businesses, prepares to depart.

The company’s film- and televi-
sion-production businesses will be
combined under two News Corp.
movie executives, Jim Gianopulos
and Tom Rothman, who currently
serve as co-chairmen of Fox Filmed
Entertainment. All of Fox’s TV-enter-
tainment networks will be folded un-
der cable executive Tony Vinciquerra.

Peter Liguori, who oversees TV
programming for the Fox broadcast
network, will step down from his
post, the company said Thursday. Pe-
ter Rice, president of specialty-film
division Fox Searchlight, will take
over Mr. Liguori’s role, reporting to
Mr. Vinciquerra.

A management shuffle had been
expected after the announcement

more than two weeks ago that
Mr. Chernin will leave News Corp.
when his contract expires this sum-
mer. News Corp. Chairman and
Chief Executive Rupert Murdoch
has said he will oversee the Los An-
geles-based businesses when
Mr. Chernin departs, but the compa-
ny’s existing entertainment execu-
tives were expected to be given
greater responsibility.

“This new creative structure will
enable us immediately to operate
more efficiently,” Mr. Murdoch said
in a staff memo. “We will remove un-
necessary barriers that have existed
between our businesses.”

Executives at News Corp., which
owns Wall Street Journal publisher
Dow Jones & Co., have pushed for
greater cooperation among its busi-
nesses, which also include satellite-
television businesses in Europe, a
stable of newspapers in the U.K. and
Australia, local TV stations in the
U.S. and the MySpace social-net-
working site.

Messrs. Gianopulos, Rothman
and Vinciquerra are a collective
stand-in for Mr. Chernin, who has
been in his post for more than 12
years, holding together a diverse
group of businesses and executives
in Los Angeles. Mr. Chernin is exit-
ing amid rising challenges for

movie and television businesses as
the faltering economy deflates ad-
vertising sales for broadcast televi-
sion and local-TV stations, and as
DVD sales—the major profit center
for film companies—are slumping.

Mr. Vinciquerra had been respon-
sible for the business side of the Fox
network, from advertising sales tore-
lationships with affiliated local-TV
stations. Adding the network’s pro-
gramming side—including its prime-
time TV lineup—to the cable net-
works Mr. Vinciquerra oversees gives
him responsibility for all of Fox’s TV-
entertainment networks, but not its
cable-news outlets or TV stations,
which are led by Roger Ailes.

The decision to put broadcast-
network programming under an ex-
ecutive with a cable-heavy portfolio
comes as the economic downturn is
straining broadcast television’s ad-
supported business model. Cable
networks have been hit less hard in
the ad marketplace.

Mr. Rice, who has long been seen
as a candidate for a more senior
role, is moving over to the TV busi-
ness after scoring a number of suc-
cesses at Fox Searchlight, including
Oscar winner “Slumdog Million-
aire.” Mr. Rice’s deputies, Nancy Ut-
ley and Steve Gilula, will take over
the reins at Fox Searchlight.

Singapore to bring contempt case

Singapore’s attorney general has
applied to the country’s courts to be-
gin contempt proceedings against a se-
nior editor of The Wall Street Jour-
nal’s editorial page.

The application relates to two edi-
torials and a letter to the editor that
ran in The Wall Street Journal Asia in
June and July that the attorney gen-
eral has said were guilty of “scandaliz-
ing the court” by impugning the integ-
rity, impartiality and independence of
Singapore’s courts.

Inan earlier decision related to the
published items, Singapore’s High
Court in November levied a fine of
25,000 Singapore dollars, or around
US$16,000, against Dow Jones Pub-
lishing Co. (Asia), a subsidiary of
News Corp.’s Dow Jones & Co. unit
and publisher of The Wall Street Jour-
nal’s Asian edition. The fine was the
highest amount ever levied for such a

case in Singapore.

The judge ruled that the published
items “contained insinuations of bias,
lack of impartiality and lack of inde-
pendence” on the part of Singapore’s
judiciary.

The latest contempt proceedings
name Melanie Kirkpatrick, a New
York-based deputy editor of the Wall
Street Journal’s editorial page, a Dow
Jones spokesperson said. “The attor-
ney general has commenced legal pro-
ceedings,” the spokesperson said.
Dow Jones declined to comment fur-
ther.

The first of the editorials, titled
“Democracy in Singapore,” concerned
comments made in a Singapore court
as damages were being assessed
against Chee Soon Juan, head of the
Singapore Democratic Party, and his
sister and colleague, Chee Siok Chin.
In 2006, the two lost a defamation suit

brought by Singapore’s Minister Men-
tor Lee Kuan Yew and his son, Prime
Minister Lee Hsien Loong, over an arti-
cle the Chees published in their party
newsletter that the court held implied
corruption on the part of the govern-
ment.

The Singapore attorney general
also complained about a letter to the
editor written by Mr. Chee and a Jour-
nal editorial that cited a report by the
International Bar Association’s Hu-
man Rights Institute on “human
rights, democracy and the rule of law”
in Singapore.

Another Dow Jones publication,
the Far Eastern Economic Review, in
September was held to have defamed
the elder Mr. Lee and his son, the
prime minister, in relation to an arti-
cle concerning Mr. Chee. The defen-
dants have appealed that decision.

Sara Lee weighs sale of Europe unit

By DANA CIMILLUCA
AND JULIE JARGON

Sara Lee Corp. is examining a sale
of its European household and per-
sonal-care business, people familiar
with the matter said, as the company
seeks to reverse a sharp decline in its
share price and focus on its core food
and beverage business.

The company has hired Goldman
Sachs Group Inc. to sound out possi-
ble bidders for the business, which
could fetch more than $2 billion,
these people said. It was unclear if
any deal will occur.

Buffeted by slowing global eco-
nomic growth and the impact of the
strong dollar on its international
business, Sara Lee’s shares have
plunged 42% in the past year as of
Thursday. In Friday trading on the
New York Stock Exchange, the
shares rose 5.6% to $7.68, giving
Sara Lee a market value of about
$5.3 billion.

Selling the household business,
which accounts for about 15% of the
company’s sales, would be aimed at
capturing value Sara Lee feels inves-
tors are ignoring.

Activist hedge fund ValueAct Cap-
ital Management LP, which owns a
5% Sara Lee stake and has pushed
other companies to divest noncore
operations, gained a seat on Sara
Lee’s board in August, which could
provide further impetus to a sale.

Last month, Sara Lee reported a
quarterly net loss of $17 million, com-
pared with year-earlier net income of
$182 million.

Sara Lee Chief Executive Brenda
Barnes has vastly reshaped the com-
pany since she took the helm in 2005,
when it was a sprawling consumer-
products giant with units operating
independent of one another. She has
shed businesses that had accounted
for 40% of the company’s revenue, in-

cluding the Hanes apparel unit and
European meat business. That left
Sara Lee a food company in the U.S.,
where it sells Jimmy Dean sausages
and Ball Park Franks, and a mix of cof-
fee, baked goods and household and
body-care products overseas. Ana-
lysts still consider the Downers
Grove, Ill., company a hodgepodge of
brands that may not fit together.
Analysts who follow Sara Lee
have long speculated that the com-
pany would eventually sell the house-
hold business, which is known as In-
ternational Household and Body
Care and consists of such brands as
Ambi Pur air fresheners, Sanex de-
odorant and Kiwi shoe polish, sold
primarily in Western and Central Eu-
rope.
A SaraLee spokesman declined to
comment.
—Matthew Karnitschnig
and Aaron O. Patrick
contributed to this article.

Austrian Airlines AG

Carrier swings to loss,

sees tough times ahead

Austrian Airlines AG turned in a
full-year net loss for 2008, and said
2009 also looks to be difficult. AUA
said Friday that against the back-
drop of a deepening economic crisis
and declining flight demand, the
planned sale of the airline to Deut-
sche Lufthansa AG was necessary to
ensure AUA’s future. Late last year,
Lufthansa signed a deal for the Aus-
trian state’s 41.6% stake in Austrian
Air. A full takeover is expected to be
closed over the course of the sum-
mer. In 2008, AUA’s net profit was
hammered by high jet-fuel prices, in-
creased competition from low-cost
carriers, long-haul flight losses and
passenger declines. The net loss, ex-
cluding special items, came to €76.8
million ($99.2 million), compared
with a net profit of €11.5 million in
2007. Including the special items,
the net loss came to €429.5 million,
compared with a profit of €3.3 mil-
lion a year earlier.

SAS AB

Shareholders in SAS AB on Fri-
day approved a six billion Swedish
kronor ($696 million) rights issue,
as the Scandinavian airline seeks to
strengthen its capital position and
return to a profit. The airline is half-
owned by Sweden, Denmark and
Norway. The rights issue entitles
shareholderes to buy 14 new ordi-
nary shares for every existing ordi-
nary share held at a subscription
price of 2.63 kronor—a big discount
to SAS’s closing price of 22.10 kro-
nor on Thursday. In February, SAS re-
ported a fourth-quarter net loss of
2.77 billion kronor, the carrier’s fifth
consecutive quarter in the red, and
said it will cut nearly 40% of its
23,000 workers. Erik Gustafsson, an-
alyst at Carnegie Investment Bank,
said the low price of the issue is a
sign of weakness. “But it’s an advan-
tage because at least now all the
shareholders will subscribe,” he
said. “All of a sudden you know that
SAS will get its 6 billion [kronor]
and there was some doubt about
this before.”

Dexia SA

The European Union said Friday
that it has started a probe into the
restructuring of Franco-Belgian
bank Dexia SA. The European Com-
mission also authorized €16.9 bil-
lion ($21.83 billion) in guarantees
from Belgium and France to aid in
the sale of Financial Security Assur-
ance, the bank’s U.S. subsidiary.
The wider restructuring plan in-
cludes a capital injection of €6.4 bil-
lion and €150 billion in guarantees
from Belgium, France and Luxem-
bourg. Those measures were ap-
proved by the EU in November. Now
the commission needs to see
whether the plan to bring the bank
back to prominence is viable. “The
commission is required to check
that the large amount of aid pro-
vided to Dexia is accompanied by re-
alistic projects to address the prob-
lems that led to the current situa-
tion,” Competition Commissioner
Neelie Kroes said.

Sony Corp.

Workers at a Sony Corp. factory
in France freed two company execu-
tives Friday whom they had held to
protest the severance package of-
fered for when the plant shuts for
good. Serge Foucher, chief execu-
tive of Sony France, and Roland
Bentz, the head of human re-
sources, had been prevented from
leaving the plant since Thursday af-

ternoon. The Workers’ Council
that represents Sony employees
agreed to let the executives leave
and to restart talks with manage-
ment about the severance package.
Regional authorities had per-
suaded the two sides to sit down
and negotiate outside the plant.
Patrick Hachaguer, a union mem-
ber at the plant, said the workers
want professional training to help
them find new jobs and financial
help with relocation if they have to
move to find work. Sony said in De-
cember that it would cut 8,000
jobs, or 4% of its global work force,
including those at the plant in
southwestern France, which pro-
duces recording media. It employs
311 people.

Sunoco. Inc.

Sunoco Inc. said Friday it will cut
about 750 salaried jobs, or 20% of
that work force, this year in the first
phase ofits restructuring. The oil re-
finer and retailer also plans to offer
some hourly employees buyouts.
“While the company has enjoyed
several years of strong financial per-
formance, we are now facing a differ-
ent—and more difficult—economic
reality,” said new Chairman and
Chief Executive Lynn Elsenhans.
The company is pushing to cut an-
nual costs by more than $300 mil-
lion by year’s end. That will be
achieved through energy costs and
cutbacks on materials and contrac-
tors as well as the job cuts. A first-
quarter charge of up to $70 million
is expected. Sunoco was hurt last
year like many refiners by roller-
coaster crude prices, first by strug-
gling to pass on higher costs to con-
sumers at the pump. Margins,
though, remained low as oil tum-
bled as gasoline usage fell.

Ricoh Co.

Ricoh Co. lowered midterm earn-
ings targets to account for the recent
surge in the value of the yen versus
other major currencies. The Tokyo-
based precision equipment maker cut
its target for group operating profit
for the fiscal year ending March 2011
by 32% to 170 billion yen ($2.74 bil-
lion) from 250 billion yen, and re-
duced its group sales target by 8% to
2.3 trillion yen from 2.5 trillion yen.
The latest target is based on an as-
sumption that the dollar will average
90 yen and the euro will average 120
yen. It previously assumed the dollar
would average 105 yen and the euro
average 155 yen. The new operating
profit target is still much higher than
a consensus of 92 billion yen from
nine analysts polled by Reuters Esti-
mates.

Creative Technology Ltd.

Creative Technology Ltd. said it
it will cut 300 jobs world-wide as
part of an effort to weather the eco-
nomic slowdown. The consumer-
electronics maker, known for its Zen
portable music player, said in a fil-
ing Friday to the Singapore Ex-
change that it will incur a US$10 mil-
lion charge for the quarter ending
March 31 related to severance pay-
ments, consolidation of interna-
tional offices and other costs re-
lated to the head-count reduction.
The Singapore-based company said
the majority of the job cuts will oc-
cur in the U.S. and Europe. During
its fiscal second quarter, which
ended Dec. 31, the company posted a
net loss of US$32.4 million, com-
pared with anet profit of US$7.6 mil-
lion a year earlier.

—Compiled from staff
and wire service reports.
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‘Troubles’ return to Northern Ireland

Killings of a constable, two soldiers expose lingering rifts between Catholics and Protestants; ‘sense of disbelief’

BY CARRICK MOLLENKAMP
AND JENNIFER MARTINEZ

BANBRIDGE, Northern Ire-
land—On Friday, this village in the
heart of Ulster buried a local consta-
ble, Stephen Carroll. Townspeople
gathered under a gray sky to watch
Mr. Carroll’s funeral procession, as a
bagpiper played. Four days earlier, the
constable had been shot in the back of
the head as he and other officers re-
sponded to a woman’s call for help.

With his murder and that of two
soldiers just two days before, a fear
across Northern Ireland is being re-
born: Could the age-old grudge be-
tween Protestants and Catholics be
spiraling into bloodshed again?

“There is a sense of disbelief,”
said Dolores Kelly, a councilor for
the borough of Craigavon, where
Constable Carroll was slain. “My
God, what’s going on here?”

As of Saturday, police had ar-
rested nine people; five in connec-
tion with Constable Carroll’s killing,
and four in connection with the sol-
diers. One man detained in the con-
stable’s death, according to Belfast’s
Irish News, is a former member of
Sinn Fein, the political party closely
associated with the bloody fight for
an independent Ireland.

“The Troubles,” as the Protestant-
Catholicstrifeisknown, defined North-
ernlreland for the three decades start-
ing in the late 1960s and took about
3,000 lives. Catholic “republicans” us-
ing car bombs and snipers sought a
united Ireland comprising the Repub-
lic of Ireland and the Northern Ireland
province, opposed by mostly Protes-
tant “loyalists” seeking to keep North-
ern Ireland part of the UK.

The Protestant forces shed blood,
too, spurring a long stretch in which
residents lived in fear of wandering
into the wrong territory or even open-
ing their door. The presence of armed
British troops heightened anxiety in
Catholic neighborhoods.

Relative peace descended on
Northern Ireland following a historic
peace accord signed in 1998, fol-
lowed in 2005 by the nationalist Irish
Republican Army’s agreement to dis-
arm. This month’s killings, in con-
trast to those during The Troubles,
have prompted an outpouring of
grief from both sides, who are deter-
mined to see that thereisnoreturnto
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acycle of violence. Standing together
to denounce the attacks last week
were Peter Robinson, a leader of the
Protestant Democratic Unionist
Party, and Martin McGuiness, a Sinn
Fein politician and former IRA leader.

Even as opposing forces link up
to keep the peace together, Protes-
tant and Catholic forces in some
communities continue to spar, politi-
cally and personally, over issues
both small and large.

In Craigavon, one seemingly
pettyritual is telling: Members of the
Democratic Unionist Party haveinre-
cent yearsrefused to pose for the bor-
ough council’s annual photo with
members of Sinn Fein, the party of
the Irish nationalists.

Over the past year, more serious
concerns emerged. Police tracked a
troubling uptickin activity among IRA
renegades, botched attempts at vio-
lence that didn’t result in casualties.
Though the rest of the world heard lit-
tleabout the British province’s discord
after the peace agreement, memories
ofthesectarian upheaval remain acute
in places like Craigavon.

Craigavon is an area settled on
farmland just in the 1970s, as plan-
ners enticed people to move about
45kilometers from overcrowded Bel-
fastto aneighborhood of newhomes
and green space. But a big Goodyear
plantlater shut down andlaid offem-
ployees. The area’s economy never
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recovered.

A bigger overhang than the trou-
bled economy, however, is The Trou-
bles. Craigavon, Lurgan and and an-
other nearby old town called Portad-
own were so violent before the
peace accord they were called the
murder triangle.

Protestants in Northern Ireland of-
ten hold parades on July 12 to mark
the 1690 Battle of the Boyne, in which
the Protestant King William defeated
the Catholic King James. To mini-
mize disputes, a provincial Parade
Commission reviews everything.

Days before a2007 parade in Lur-
gan, however, Protestant unionists
in Lurgan discovered that Catholic
nationalists had put the Irish tri-
color flag beneath the British flag.
According to a report in the Lurgan
Mail, the result was a 12-hour stand-
off that shut down the town center
as the sides faced each other down.

A British-Irish commission that
monitors loyalist and republican
movements increasingly warned that
dissident violence was growing. And
British intelligence officials, who in
recent years have shifted their focus
to Islamic terrorists, warned of a ris-
ing threat from Irish Republican off-
shoots. The report for 2007 and 2008
of a government body called the Par-
liamentary Intelligence and Security
Committee said that “dissident repub-
lican groups such as the Real IRA and

Continuity IRA are opposed to the cur-
rent [peace] process and pose a
threat to Great Britain, and to North-
ern Ireland in particular.”

Law enforcement noticed increas-
ingly ambitious attempts at violence
that showed a troubling level of plan-
ning. Last April, an explosive device,
possibly a hoax, was found at a rail-
way in Lurgan. Another device was
found the next month at a railway
near Portadown. In August, several ve-
hicles were taken and burned. A Brit-
ish-Irish commission set up to moni-
tor blamed the splinter group called
Continuity IRA for the carjackings.
Government security officials pri-
vately raised the region’s threat level.

For Northern Ireland’s police
force, how to clamp down on the vio-
lence before it gained momentum
was a tricky question in areas like
Craigavon. The concern was that with-
out intelligence and backup from Brit-
ish military forces, renegade IRA
groups might find it easier to attack
police. But the mere hint of calling in
help from the British army brings
chills to Northern Ireland residents
who remember family members clash-
ing with troops and sometimes dying.

In Craigavon, the issue came to a
head on March 5. Hugh Orde, North-
ern Ireland’s police commander, held
a meeting with a policing board that
includes members of both Protestant
and Catholic political parties. Mr.
Orde said he had enough money to
deal with the dissident threat. But Ms.
Kelly, the borough councilor, says that
soon after, she and other members of
the policing board learned he had re-
quested the support of a British mili-
tary special-forces unit in the area.

Angry, she and and other mem-
bers of the mainly Catholic Social
Democratic and Labour Party met
with Mr. Orde the next day to ask a
question: Why would he consider a
move that raised questions about a
lack of oversight and would revive
the ugly memories of “the bad old
days” when British troops monitored
Northern Irish movements? Accord-
ing to Ms. Kelly, Mr. Orde said the per-
sonnel he needed were bomb techni-
cians. Ms. Kelly’s concern was that
the undercover military might be
overseen by Britain’s domestic intelli-
gence agency, MI5, which meant the
policing board had little oversight.

A spokesman for the Police Ser-

vice of NorthernIreland said the dissi-
dent threat had been on the rise and
the police had been upfront about the
threat. The statement added that the
police did have the option to use mili-
tary support when needed.

At 9:40 the following evening,
two Domino’s pizza deliverymen ar-
rived at the Messereene Barracks in
Antrim, northwest of Belfast, where
they were greeted by two British sol-
diers. Gunshots rang out. Both sol-
diers were killed, and the delivery-
men were critically hurt.

In a call that harked back to a
time when the IRA would phone a
media outlet after an attack, the
splinter group calling itself Real IRA
phoned the Belfast office of the Dub-
lin-based Sunday Tribune. Using a
code-word in a phone call with a re-
porter, the group took responsibil-
ity for the killings.

Then on Monday night, a woman
living in the Lismore Estate neighbor-
hood of Craigavon phoned police for
help. The first response car waited
for a backup car and then the two ad-
vanced into the small development,
which sits off a main Craigavon road.
Constable Carroll, in the second car,
was then shot in the head.

Martin McAlinden, pastor at St. An-
thony’s Catholic church about 180
meters away, was watching a live BBC
program called “Spotlight” that was
discussing the shooting of the soldiers
two days before. “In the middle of the
program they said, ‘We have just
heard news that a police officer has
been shot,” ” the Rev. McAlinden says.
He then drove through the Craigavon
area. “There were no cars about,” he
says. “It was very eerie.”

In Craigavon last week, three
boys aged 9 to 15 eagerly offered to
show the spot where the officer was
shot. Across the road on Wednesday
night, hundreds gathered for a vigil.
In a cold chill, under a tree and the
watchful eye of several police offic-
ers, attendees sang the hymn “Be
Thou My Vision” and listened to pas-
sages from the Bible.

It was a strong showing and well
organized. Said Ms. Kelly: “We’ve
done this before.”

ONLINE TODAY:
See photos from the recent events in
Northern Ireland, at WSJ.com/Europe.

Police in Northern Ireland make more arrests in shootings

BY CARRICK MOLLENKAMP
AND JENNIFER MARTINEZ

LURGAN, Northern Ireland—A
police investigation into Irish Re-
publican terrorist groups responsi-
ble for three fatal shootings wid-
ened over the weekend as police ar-
rested six people, including a promi-
nent Republican figure.

A total of nine people now have
been arrested since two British sol-
diers and one Northern Ireland po-
lice officer were gunned down in ap-
parent renegade Republican attacks
that sparked an outpouring of out-
rage and sadness in recent days.

Five arrests have been made in the
March 9 shooting in Craigavon Consta-
ble Stephen Carroll. Four have been de-
tained in the March 7 killing of the two
soldiers at an army base northwest of

Belfast. Police are worried and on
high alert, according to a person famil-
iar with the investigation.

Following the arrest of the Re-
publican figure, some youths con-
fronted police and threw some rocks
and an incendiary device at them,
though police reported only one mi-
nor injury.

By Sunday, a clearer picture was
emerging of the small, splinter Re-
publican groups that have taken
credit for the two attacks. One of
those arrested Saturday is a promi-
nent Republican figure, Colin Duffy,
who lives in Lurgan, according to his
brother, Paul Duffy.

Mr. Duffy in the 1990s twice was
at the center of murder investiga-
tions. In the first case in the early
1990s, he was convicted of killing a
British soldier, a conviction that ulti-
mately was reversed because a wit-

ness was deemed unreliable. In the
second case in the late 1990s,
charges against Mr. Duffy of killing
two police officers also was dropped.

Increasingly, the Craigavon area
southwest of Belfast, which includes
the town of Lurgan, is a hub of the re-
cent problems. The current activity is
shaping up to be less about the broad
Protestant-Catholic divide that
marked fighting in recent decades,
and more a combination of hard-line
Republicans and dissolute youths in
rundown nationalist parts of Lurgan.

Some of those arrested or those
whose homes were searched appear
to be relatives in the Lurgan area.
Some detained also have connec-
tions to dissident Republican
groups that broke off from the Provi-
sional IRA after that militant group
in 2005 agreed to put down its arms
as part of a peace process.

Three critical arrests came Satur-
day, including one made at the home
of Mr. Duffy, who is regarded in the
area as a Republican leader.

Mr. Duffy’s brother, Paul, said in
an interview Sunday that police
barged into the Duffy home at about
7 a.m. Saturday and took Mr. Duffy
away. Mr. Duffy’s wife and children
were forced out of the home while
police searched the premises. Paul
Duffy said his brother was being in-
terrogated at a police facility.

Paul Duffy said that his brother
would identify himself as a loyal Re-
publican, but that Mr. Duffy wasn’t
associated with the a splinter group
called the Real IRA, which claimed
credit for the military-base shoot-
ings. Paul Duffy said the family is con-
cerned that Mr. Duffy is a scapegoat
for the shootings because police are
under pressure to make arrests.

Mr. Duffy lives in an upscale area
of detached homes. Not far away on
Saturday, however, youths in run-
down Kilwilkie, a neighborhood of
brick row-homes, threw rocks and
an incendiary device at police after
the arrest of Mr. Duffy.

On Sunday, a heavy police pres-
ence was evident in another Lurgan
area, a housing estate called Meadow-
brook. A police official said the pres-
ence was part of continuing inquiries
into the shootings. As children played
football in the street, heavily armored
police maintained positions at cor-
ners of buildings and under trees.

At around 2 p.m., a half-dozen ar-
mored police trucks pulled into the es-
tate and police searched one home as
neighbors watched. “Keep your
mouths shut,” one woman shouted at
young children. Another woman said
the police presence was a “disgrace.”
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Officials back hedge-fund oversight

Before G-20 meeting,
concerns remain
over regulation levels

Finance ministers of 20 of the
world’s leading countries agreed to
require registration of hedge funds
and their managers.

By Damian Paletta in Horsham,
U.K., and Jonathan Weisman in
Washington

The ministers, at a conference on
repairing the global financial system,
had been split on how aggressively to
regulate hedge funds, as several Euro-
pean countries wanted the funds to
be overseen similarly to banks, while
U.S. and U.K. officials favored more
disclosure over more regulation.

National Economic Council Direc-
tor Lawrence Summers, President
Barack Obama’s top economic ad-
viser, laid out some key elements of
U.S. regulatory proposals Friday in
Washington. He called for levels of
capital and liquidity in the banking
sector to be kept fixed, even in eco-
nomic downturns. Under existing
rules, capital requirements tend to go
up in bad times, making it harder for
banks to survive.

Mr. Summers said the U.S. wants
large hedge funds and private-equity
firms to be subjected to “rigorous
public scrutiny,” compared with the
minimal oversight they now face.

Overall, Mr. Summers pledged
that the president will press for
tougher regulation when heads of the
Group of 20 leading economies meet
in London on April 2. “The United
States must lead a leveling-up of regu-
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French Finance Minister Christine Lagarde, right, arrives at the South Lodge Hotel
in Horsham, U.K,, ahead of the meeting of the Group of 20 finance ministers.

latory standards, not as has hap-
pened all too often in the recent past,
trying to win a race to the bottom,”
Mr. Summers said in a speech at the
Brookings Institution.

Policy makers reached agreement
in some key areas, such as the need
for tougher oversight of large, “sys-
temically important” financial insti-
tutions and complex products such
as derivatives. There also is agree-
ment that lightly regulated or unregu-
lated affiliates of banks must face
much tougher scrutiny, and that a
more formal process is needed for
U.S. and foreign regulators to share in-
formation about globally active finan-
cial institutions. Europeans also
want more capital requirements.

Mr. Obama, after a meeting Friday
with former Federal Reserve Chair-
man Paul Volcker, an adviser and an
advocate for stronger regulation,
said the U.S. wouldn’t lag behind Eu-
ropean efforts. “We’ve got to do some
coordination with other countries in
order to assure that what we do here
in the United States corresponds
with strong efforts overseas,” Mr.
Obama said.

U.S. officials faced criticism last
week from some European counter-
parts who said the U.S. wasn’t placing
enough emphasis on regulatory
changes and pushing other countries
too aggressively to boost spending.
U.S. officials have worked to counter
these complaints.

Europeans, led by France and Ger-
many, pushed for a tougher regula-
tory regime for hedge funds that goes
beyond Washington’s calls for trans-
parency, illustrating the difficulty in
brokering a compromise when finan-
cial markets are still so fragile.

German and French officials have
called for hedge funds to be regulated
much more closely, in some cases
overseen like banks. U.S. and U.K. offi-
cials have been more cautious, sug-
gesting the funds be required to regis-
ter with the government and disclose
more information to increase trans-
parency. Current U.S.law makes it vol-
untary for hedge funds to register
with the government.

Mr. Summers said governments
should play a bigger role in discourag-
ing “improper risk-taking,” but that
the discouragement should come
from “transparency and accountabil-
ity for errors.”

U.S. and European officials have
agreed that tougher oversight is nec-
essary for any hedge fund that is big
enough or complex enough to destabi-
lize the financial system.

The finance ministers are trying
to put together a list of recommenda-
tions for next month’s meeting of
their leaders.

Treasury Secretary Timothy
Geithner laid out an ambitious
agenda for the meetings Friday,
pushing for an agreement to
broaden the International Mone-
tary Fund’s powers, as well as over-
haul financial regulations. U.S. and
U.K. officials are pushing for much
higher capital requirements for big
financial institutions, though these
changes would likely be made only
after banks recover from the cur-
rent crisis. France and Germany are
pushing for faster action.

Labor-backed rules on U.S. contracts advance

BY CHRISTOPHER CONKEY

U.S. congressional Democrats
are advancing labor-friendly rules
on federal contracts just as the gov-
ernment spends billions in an effort
to jump-start the economy.

In the $787 billion economic re-
covery package and in a separate in-
frastructure bill passed by the House
last week, Congress expanded the ap-
plication of the so-called Davis-Ba-
con and Buy American rules. The
former, opposed by many Republi-
cans and some leading business
groups, dictate that contractors on
federally funded projects can’t pay
their employees anything less than
the locally “prevailing wage” for
their services. Buy American require-
ments, stipulating that companies
purchase “steel, iron and other manu-
factured goods” made in the U.S. un-

less certain exceptions apply, could
raise concerns among America’s
trading partners ahead of next
month’s summit in London of the
leaders of the Group of 20 nations.

Both conditions stem from Depres-
sion-eralaws, and they apply to many
programs that directly receive fed-
eral dollars, such as road and bridge
projects funded by gasoline-tax reve-
nue. But Democrats and labor unions
are pushing to expand their reach to
more kinds of projects that receive
some form of federal assistance.

In the case of a $20 billion bill
passed by the House last week, con-
tractors participating in wastewa-
ter-improvement work funded by a
federal-state low-interest-loan pro-
gram would also have to comply
with the requirements. Staffers on
the Senate Environment and Public
Works Committee said they are

working on a version of the water-
quality bill that would likely contain
the wage and Buy American rules.

In the months ahead, the rules
could surface in a variety of bills in-
volving federal funding for construc-
tion projects. The Laborers’ Interna-
tional Union of North America, alead-
ing construction-workers union, sin-
gled out a pair of aviation and sur-
face-transportation bills as possible
candidates. Overall, the union’s goal
is to incorporate prevailing wages
“for all federally funded or federally
assisted construction work.”

Jim Manley, a spokesman for
Senate Majority Leader Harry
Reid, said “it’s important that we
take every step possible to ensure
federal contracting funds are be-
ing used to put people back to work
at the prevailing wage in their re-
spective communities.”

Free-trade advocates said the
Buy American clauses are part of a
growing protectionist tilt in the
U.S., ranging from restrictions on
H1B visa holders in the stimulus bill
to talk that auto makers getting fed-
eral aid will have to shun foreign
parts suppliers, and that banks get-
ting rescue funds will have to focus
their lending efforts more on Ameri-
can borrowers.

With just weeks before the G-20
meeting, “other countries are go-
ing to recriminate,” said Gary Huf-
bauer, senior fellow at the Peter G.
Peterson Institute for Interna-
tional Economics. He added that 17
of the 20 countries participating in
the April summit have followed the
U.S. and adopted measures de-
signed to protect domestic work-
ers andindustries at the expense of
foreign competitors.

Suspect in Kremlin critic’s death may run for mayor

ASSOCIATED PRESS

MOSCOW—The prime suspect in
the killing of Kremlin critic Alex-
ander Litvinenko may run for mayor
of the Russianresort of Sochi, which
will host the 2014 Winter Olympics,
a nationalist party said Friday.

Andrei Lugovoi, a millionaire
businessman and former KGB of-
ficer with a penchant for pinstriped
suits and flashy ties, said Friday his
party would make a final decision
next week on whether to nominate
him. In 2007, he was already elected

to parliament for the Liberal Demo-
cratic Party of Russia, which has 40
seats in the 450-seat lower house.

British prosecutors have named
Mr. Lugovoi as their chief suspect in
the 2006 radiation poisoning of Mr.
Litvinenko in London. However, Rus-
siahas refused to hand him over and
the case has strained ties between
the two countries. Mr. Lugovoi, who
met with Mr. Litvinenko in a London
hotel hours before he fell ill, has de-
nied involvement in the death.

Mr. Lugovoi’s election would be

“an affront to all people of good
will, who are looking forward to
the 2014 Winter Olympics,” Mr.
Litvinenko’s widow, Marina, said.
“In that case I would call for a boy-
cott of the games. I would person-
ally go from country to country urg-
ing people not to go to an event
hosted by a murderer.”

In an interview on Russian radio,
Mr. Lugovoi scoffed at the sugges-
tion that his election could prompt
Britain and or other countries to boy-
cott the Olympics. “It’s a mayoral

electionin aRussian city,” he said on
Ekho Moskvy. “If we keep looking
back at these people outside Russia,
it will bring us no good.”

The election in Sochi comes at a
time when the financial crisis has
raised doubts about the Russian gov-
ernment’s ability to foot a $13 bil-
lion bill for the Olympics. Kremlin
critic Boris Nemtsov, a former dep-
uty prime minister, also plans to
run, along with a candidate from
Prime Minister Vladimir Putin’s
United Russia party.

Dissident’s death
in Kyrgyzstan
raises suspicions

By ALAN CULLISON

An opposition figure who broke
with the president of Kyrgyzstan
over his decision to pursue closer
ties to Moscow and evict U.S.
forces from a military base was
killed Friday in an auto wreck, po-
lice said, but his colleagues said his
death was a political assassination.

In an interview with The Wall
Street Journal last week, Medet
Sadyrkulov said he quit his job
with the presidential administra-
tion because he was worried about
his government’s turn toward the
Kremlin, which he said had put
“very bad pressure” on the Kyrgyz
government to evict Americans
from the air base.

Mr. Sadyrkulov said he was
teaming up with other officials
who were worried about the move,
and were planning to oppose the
president, Kurmanbek Bakiyev, in
upcoming elections. He said he
hadreceived threats from the pres-
ident’s entourage in recent weeks,
and that he believed the presi-
dent’s brother, in charge of presi-
dential security, was behind some
of the threats. He said Mr. Bak-
iyev’s brother had once sent him a
gift-wrapped box of severed fin-
gers and ears as a warning.

A spokesman for
the president called
Mr. Sadyrkulov’s
death a “tragedy.”

A spokesman for the president
called Mr. Sadyrkulov’s death a
“tragedy” but declined to com-
ment further until an investigation
was finished. He confirmed Mr.
Sadyrkulov received a package of
severed body parts more than two
years ago, but said “nothing was de-
termined then about whom it was
from and nothing is known now.”

Police said Mr. Sadyrkulov was
killed early Friday morning when
another car hit his sport-utility ve-
hicle on a remote road outside
Bishkek. The driver of the other
car survived, but Mr. Sadyrkulov’s
vehicle caught fire and he and two
other passengers were burned be-
yond recognition.

Mr. Sadyrkulov had worked for
more than two years as head of the
presidential administration under
Mr. Bakiyev, and was privy to most
of the inner workings of the govern-
ment. He left his post in January,
shortly before Mr. Bakiyev an-
nounced in Moscow that he was or-
dering American forces off an air
base in Kyrgyzstan and accepting a
$2.3 billion aid package from Russia.

Elmira Ibrahimova, a former
deputy prime minister who left
the government with Mr. Sadyrku-
lov in January, said she believed
Mr. Sadyrkulov was murdered
along with the other passengers of
his car, and that their bodies were
moved to the scene of the collision
to make it look like an accident.
“There were people in government
who were very worried about him,
that he knew too much,” she said.

The Kyrgyz government has
been ratcheting up pressure on its
political opponents as it has pur-
sued closer relations with Moscow.

—Daria Solovieva
contributed to this article.





