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Asia’s Deadly Wave

Tsunami Death Toll Spirals to 569,000

As Relief Groups Face Daunting Task—Speed Of Warnings
Couldn’t Keep Up With Waves’ Pace

By Kate Linebaugh in Hong Kong, Jay Solomon in New Delhi, Rin Hindryati in Jakarta,
and Sebastian Moffett and Ginny Parker in Tokyo

December 29, 200}

TTHIN MINUTES of the massive

‘;‘} earthquake responsible for taking

tens of thousands of lives across

southern Asia, seismologists and emergency

workers across the region knew the chances

of a devastating tsunami were high. Bureau-

cratic inertia, diplomatic protocol and poor

infrastructure prevented the word from get-
ting out.

In Nagano, Japan, Masashi Kobayashi
manned the nation’s main observatory for
detecting distant earthquakes on Sunday
morning. At 10:07 a.m. local time, a short
computer beep alerted him that a big earth-
quake had occurred somewhere in the region.
Japan, a seismological hotbed that gave the
world the word “tsunami,” has an advanced
and extensive emergency-management sys-
tem that quickly swung into gear: It notified
senior officials, compared the pattern of the
earthquake with data on 100,000 other tem-
blors, and determined Japan faced no tsu-
nami risk.

About the same time in West Sumatra,
Indonesia, about 690 kilometers southeast
of the quake’s epicenter, the seismograph in
Bayu Pranata’s Meteorology and Geophysics
Agency station clacked so loudly he thought
mechanics had started working in the garage
next door. Realizing he was recording an
earthquake of more than magnitude 8.0, Mr.
Pranata spent more than an hour trying in
vain to contact local authorities. Later, after
a senior earthquake official was notified of
the quake by a local radio reporter, Indone-
sia’s National Earthquake Center e-mailed
its counterparts in Asia and Europe -- but
never followed up with phone calls.

An earthquake alert in the computers of
Australia’s geoscience agency triggered a
call Sunday morning to the home of the duty
seismology officer in Canberra. He rushed to
the office, determined the quake was likely
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to create a tsunami, and within half an hour
had sent a warning message to the national
emergency system and to some of Australia’s
embassies overseas. But no messages were
sent to foreign governments because doing so
would have overstepped diplomatic protocol,
officials said.

Across Asia Sunday morning as these
warnings were received and digested in of-
fices and communication centers, fishermen
set out in flimsy skiffs, children splashed in
the waves and tourists escaping the northern
winter relaxed on beaches or went snorkeling
amid the coral. Tens of thousands were killed
as a tsunami created by the undersea quake
sped across the ocean and crashed against
coasts without warning.

Little could have been done under any
circumstances to safeguard the residents of
Indonesia’s Aceh province, which is adjacent
to the earthquake’s epicenter and was hit di-
rectly by the temblor’s shock, as well as by
waves that crashed onto shore shortly after,
scientists said. But elsewhere, a better warn-
ing system and speedier communication be-

tween officials could have made an immense
difference.

“Had there been a warning system in
place a lot of lives could’ve been saved,” said
Phil McFadden, chief scientist at Geoscience
Australia.

Dutta Trayam, who heads the seismol-
ogy department at the Indian Meteorologi-
cal Department, said no international bodies
or Asian governments contacted the Indian
government. “We simply didn’t get any warn-
ings from anybody,” he said.

Developed nations that border oceans
susceptible to tsunamis, such as the U.S., Ja-
pan and Australia, have developed extensive
detection and communication systems. Seis-
mologists in all three nations learned almost
immediately of the Indonesian quake. It took
them longer to determine whether a tsunami
would form and how severe it would be, but
the biggest barrier was communicating their
knowledge.

In Japan, Mr. Kobayashi, 40 years old,
heard a computer-generated alarm that told
him instantly that a big quake had occurred.
“I thought it was huge,” Mr. Kobayashi said.
“Our equipment calculated its magnitude
was over 8, which only happens a few times
a year.”

Within several minutes, he fired off an
e-mail and a fax to the Japan Meteorologi-
cal Agency headquarters in Tokyo and called
officials there. Akira Nagai, deputy director
of the agency’s Earthquake and Tsunami Ob-
servation Division, said the agency received
the information in Tokyo at 10:17 a.m.

Combining this data with other data from
the U.S. Geological Survey’s Pacific Tsunami
Warning Center in Honolulu, the Japanese
agency determined the earthquake presented
no tsunami risk to Japan -- and announced
this at 10:44 a.m. to Japanese media, which
routinely issue news flashes when earth-
quake warnings sound in Japan.



“Japan is not set up to monitor tsunami
in the Indian Ocean,” said Yutaka Hayashi,
a tsunami researcher at Japan’s Meteoro-
logical Research Institute. When a tsunami
is likely to occur in the Pacific, Japan and
other countries ringing the body of water ex-
change information to warn each other, he
said.

Mr. Nagai explained: “We don’t have such
a database for likely tsunami outside Japan.
So although you could guess that there might
be a tsunami, it would be nothing more than
speculation.” In addition, he said, there is no
warning system. “We don’t have contacts of
people to phone,” he said.

Australian disaster officials hesitated to
call their international counterparts because
it would break diplomatic protocol. Within a
half hour of the quake, Geoscience Australia
sent out an alert stating that a massive earth-
quake had occurred underwater and that the
quake had the potential to generate a tsuna-
mi, said the agency’s Mr. McFadden.

The alert went to Australia’s emergency-
services network, but the geoscience agency
contacted Australia’s foreign-assistance
agency under the foreign-affairs department,
AusAid, which then notified officials at the
Indonesian embassy. “There isn’t an alert
system set up throughout those countries.
Most embassies are informed. But there is
no formal process that is then set in place to
get to the people around in the potentially af-
fected areas,” Mr. McFadden said. “We are a
bit weak because it isn’t our domain up there
--we can’t go trampling on other people’s ter-
ritory.”

But less-developed nations had early
warning signs that they failed to get into the
hands of those who needed them.

Sipping tea shortly after starting his 7
a.m. shift in West Sumatra, Mr. Pranata was
disturbed by a loud “tak, tak, tak” sound. He
first looked outside for the sound’s source,
but then realized it was from the pen on the
seismograph, he recalled. After assessing the
quake was at least magnitude 8.1, he called
the National Earthquake Center in Jakarta
on his boss’s advice. Mr. Pranata said the of-
fice in Jakarta hadn’t started analyzing the
data.

“I was confused, worried and panicked,”
he said. From what he had studied about
earthquakes, he knew this one could lead to
a tsunami.

That’s when things got difficult. Mr. Pra-
nata says he couldn’t reach local government
officials or the state broadcast media. Offi-
cials phones went unanswered, and guards
were unhelpful. So he turned to private ra-
dio stations to alert communities to evacuate
coastal areas due to the chance of gigantic
waves flooding coastal areas. For three
hours, Mr. Pranata endeavored to inform the
government to no avail.

Back in Jakarta at the National Earth-
quake Center, two staff were working Sunday
morning.
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Budi Waluyo, an official with Indone-
sia’s Meteorology and Geophysics Agency,
received a call at home from Radio Elshinta
around 8:30 a.m. local time. The reporter
said he had received information from people
in Medan who felt strong shakes that were
likely an earthquake. Mr. Waluyo went to the
office where his staff were busily processing
data.

Mr. Waluyo said he needed further in-
formation before making an announcement,
and tried calling his agency’s station clos-
est to earthquake’s center in Banda Aceh.
About an hour after the agency was alerted
to the quake, the agency sent an e-mail to its
counterparts around the region and in Eu-
rope. “But of course, we only sent e-mail to
the address we have. We did not call them,”
Mr. Waluyo said. Because it was a Sunday,
he figures, the information didn’t spread
quickly.

Mr. Waluyo said he also informed In-
donesia’s National Coordinating Board for
disaster, headed by Indonesian Vice Presi-
dent Yusuf Kalla. “But since it was Sunday,
I am not sure who might receive the infor-
mation. Our duties are simply to monitor
earthquakes, analyze the information and
provide complete calculations of the impact
of the earthquake and all related data to the
earthquake.”

Officials from the National Coordinating
Board couldn’t be contacted for this article,
nor could Mr. Kalla.

Indonesia’s Meteorology and Geophysics
Agency has 33 stations throughout the ar-
chipelago to monitor seismic activity. Some
of them don’t have live connections to the
Jakarta headquarters, so the information
generated has to be compiled and conveyed
manually. Analyzing the data to figure out
the size and location of the earthquake can
take up to two hours, and even longer to de-
termine whether it could generate a tsunami,
according to Fauzi, who uses one name and
last year was put in charge of the agency’s
new tsunami division.

Some officials took more initiative.
About an hour after the quake struck, and
shortly before the tsunami hit Thailand’s
tourist-packed beaches, Kathawuth Malairo-
jsiri, a weather-forecast chief at Thailand’s
Meteorological Department at the Ministry
of Natural Resources and Environment, got a
call from a friend who said he had just seen
news of the quake on the U.S. Geological Sur-
vey’s Web site. Immediately, Mr. Kathawuth
called a Bangkok traffic radio station, JS 100,
asking it to broadcast a tsunami warning -
- which the station did, he says, adding that
his office received more than 1,000 calls after
that and so he hopes he may have saved at
least a few lives.

“I just made the call myself,” he says. “I
asked the radio station to put out the news.
I thought that it was an unusually high tidal
wave, but I never thought of a tsunami.”

Mr. Kathawuth says he acted on a recol-

lection of a warning years earlier by Thai-
land’s former meteorology chief, Smith Tam-
marsarote, that tsunamis could strike in the
Andaman Sea on Thailand’s west coast.

“I tried to tell them to be watchful -- edu-
cate the hotels around the area to set up a
warning system,” the now-retired Mr. Tam-
marsarote recalled. “They thought I was cra-
zy. . . . They should have saved many more
lives, because you know that tsunamis will
happen after an earthquake. Although you
cannot predict earthquakes, you surely can
predict tsunamis.”

Some of the hardest-hit areas, however,
such as Sri Lanka and India, had no warning
at all. And now a number of Indian scientists
are saying the country suffered from its ex-
clusion from a body like the Pacific Tsunami
Warning Center in Honolulu, which tracks
tsunamis for Pacific Rim countries. They
also say India could invest more in ocean
sensors and other oceanographic equipment
to gauge better swells brewing in the Bay of
Bengal.

Some in the scientific community, how-
ever, say they were already warning New
Delhi about the dangers posed by tsunamis.
Tad Murty is an Indian-born oceanographer
who served as a senior research scientist in
the Canadian government, focusing on the
threats posed by tsunamis to the Canadian
coasts.

Mr. Murty says he has regularly returned
to India to talk to Indian scientists about the
need for an early warning system, with little
success.

“It’s such a rare event that it’s difficult to
get funding,” he said.

Still, Mr. Murty said he was horrified by
news of the tsunami because he had person-
ally developed computer models that illus-
trated just how devastating tsunamis could
be to India’s east coast. He said that many
of the models he created -- often on his own
time -- showed waves as high as six to seven
meters hitting the Indian and Sri Lankan
coasts.

“You know that if a early-warning system
had been in place, the loss of life would have
been much less,” Mr. Murty said.
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When Disaster Hit, 3-Hour Swim
Made An ‘Old Man’ a Hero

With His Thai Paradise Lost, Mr. Bodden Hung Tough;

Bangkok, December 30, 2004

ERRY BODDEN had just opened a

Jmeeting of the homeowners’ committee

of Golden Buddha Beach Resort, a pris-

tine vacation spot on Phra Tong Island off the

coast of southern Thailand, on the day after
Christmas, when he noticed something odd.

“We looked into the horizon and saw what
I thought were cumulus clouds,” says Mr.
Bodden, chairman of the committee. But it
wasn’t clouds he had seen. It was an onrush-
ing wall of water.

“I didn’t take it seriously. I thought noth-
ing like this could happen here. I went back
to the meeting room to prepare papers.”

A few minutes later, the 72-year-old Mr.
Bodden, a Silicon Valley executive who re-
tired to Bangkok 14 years ago, was struggling
for his life in the Andaman Sea. His mind fo-
cused on one thing only: a grim determina-
tion to survive. “I almost died of a stroke sev-
en years ago,” he says. “I'd rather go from a
stroke than from this, from the feeling of salt
water filling my lungs.”

The account of Mr. Bodden’s three-hour
swim back to shore, defying his age and
medical history, has made him one of the
heroes of the battle of southern Asia against
the ferocious tsunami. “By the time it was
over, everyone knew my name,” he says from
his hospital bed in Bangkok, referring to the
other vacationers at Golden Buddha. “I was
the old man who survived.”

The tsunami isn’t only a story of horrific
death tolls, massive suffering and billions of
dollars in economic losses, but also of indi-
viduals coping with the sort of adversity they
had never faced before. The reports of loot-
ing, of panicked tourists besieging airports
and boat docks, are outnumbered by tales of
heroism, such as the group of tourists who
stayed behind on Thailand’s devastated Phi
Phi Island, laboring alongside nurses and
rescue workers to help evacuate the injured.

What follows is the story of one man
among the hundreds of thousands fighting
for their lives against the tsunami. Since the
catastrophe that struck Asia is so often be-

‘Only the Good Die Young’

By Stan Sesser

ing likened to the script of a disaster movie,
Mr. Bodden’s experience can be placed in the
minority of encounters with the tsunami that
have a happy ending.

No setting could be more idyllic than
Golden Buddha, which started up in 1990 af-
ter Dick Sandler, an American investor and
dedicated environmentalist based in Bang-
kok, bought a large tract of land on Phra
Tong Island from a woman who owned a co-
conut plantation there. Although the island
is 160 square Kkilometers, it housed only a
couple of tiny fishing villages. Much of the
rest was virgin land: broad beaches, man-
grove swamps and native vegetation teeming
with birds. Offshore were coral reefs hosting
a dazzling array of tropical fish in the crys-
tal-clear waters and a nearby island covered
with primary-growth rainforest.

Such a setting quickly attracted buyers of
the vacation houses. Where else in Asia, after
all, could they find holiday homes with sev-
eral kilometers of pristine private beach on
a beautiful but sparsely populated island in a
resort so dedicated to environmental princi-
ples that it offered bird watching and lectures
on preserving sea turtles rather than a swim-
ming pool and tennis courts?

Indeed, with the major beach resorts
of Asia becoming increasingly polluted and
jammed with traffic, small outlying islands
like Phra Tong proved an irresistible draw.
Hundreds of such islands took much of the
brunt of Sunday’s tsunami, and many of the
victims on these tiny, widely scattered is-
lands still haven’t been recorded in the death
counts.

That Sunday morning, as Mr. Bodden
went back to his meeting room, some of the
other homeowners watching the approaching
wave decided to run for shelter, up a steep
hill alongside the resort. Mr. Bodden, who is
from Mobile, Alabama, and has no family in
Asia, never got an inkling of their concern as
the wave hit. “A huge wall of water came at
me,” he recounts. “It was like something in a
movie. I said, "Oh my God.” “

“After I was swept out of the building, I
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tried to hold on to a tree, but I was too weak,
and it took me out to sea. The worst thing
that can happen to someone is the feeling of
losing control. The current was so strong that
it ripped off my trousers and underpants. But
strangely enough my contact lenses stayed in
my eyes. I don’t get it -- they fall out immedi-
ately if I go into a swimming pool.”

This loss of control frightened Mr. Bod-
den most. “At the beginning, I was going
down under the water and then coming up,
and each time I came up I tried to take a deep
breath. It seemed like it was forever, but in
reality, perhaps only five minutes. Then I
grabbed onto a floating tree, and the tree
pulled me out even further, probably two kil-
ometers from shore.”

The fact that he was being carried out to
sea, and that two longtail fishing boats not far
away didn’t see him as he waved and shouted
for help, didn’t dent Mr. Bodden’s determina-
tion. “I never panicked for some reason,” he
says. “Maybe I'm good at repressing things.
I stopped thinking about who of my friends at
the resort might not have survived. I focused
on only one thing: I want to get to that piece
of beach.”

Finally, a glimmer of hope. The current
reversed directions and started moving to-
ward shore. Mr. Bodden, who was intimately
familiar with the currents and the topogra-
phy of the island, says that “I knew that the
current had to start veering in, and that’s
what I counted on.” He then methodically
calculated where the log would take him, and
what the ideal point would be to let go and
resume swimming.

When he began to swim, he paused eve-
ry few minutes to float on his back. “I'm 72
and don’t have the strength and energy of a
young man,” he explains.

After a half hour of swimming, Mr. Bod-
den reached the beach. Badly sunburned, de-
hydrated, coughing up water, one leg slashed
and an arm bruised, he collapsed on the
sand. When he recovered enough to walk, he
limped toward the resort, a half hour away.
“It looked like a war zone,” he says, “build-



ings flattened, roofs caved in. Where my
house used to be, there was just a cement
pad. Nothing was left of the clubhouse. And
strangest of all, it was a complete ghost town.
I asked myself, "Has everyone been wiped
out?’ Then I met a Thai worker who led me
up the hill, where everyone was huddled,
fearing another tsunami.”

Despite all he had gone through, Mr. Bod-
den never lost his sense of humor. “When I
got to the hill,” he recounts, “people said they
were so glad I made it. I replied that only the
good die young.”

The resort workers and vacationers -- both
homeowners and tourists who had rented
some of the homes through the resort’s book-
ing office -- spent a largely sleepless Sunday
night huddled together on the hill, with chil-
dren wailing.

Meanwhile, Mr. Sandler, from his apart-
ment in Bangkok, frantically tried to learn
what was going on and to get help. He couldn’t
contact the island, but he received second-
hand reports, since a few of the vacationers
were able to use their mobile phones to call
relatives. Some of the reports were grim:
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One guest had estimated that 70 of the 170 va-
cationers and workers at the resort had died.
Others brought tears of joy: people missing
and presumed dead, who had washed up on
other islands or the mainland and were now
in hospitals.

Mr. Sandler tried to hire helicopters from
private medical-evacuation companies to
take out the wounded, but the companies told
him that the Thai government had closed the
air space.

On Monday morning, Mr. Bodden’s or-
deal ended. With calm seas, and the threat
of another tsunami lessened by the passing
hours, a mainland resort sent boats to help
with the evacuation. Mr. Bodden and other
guests with injuries were rushed to a local
hospital, which dressed their wounds. “In the
hospital, I finally broke down and started sob-
bing,” Mr. Bodden says. “As I look back on it,
it was so horrible. But I wasn’t traumatized
before that because I wanted to live.”

Mr. Bodden flew to Bangkok Monday af-
ternoon. The next morning, he checked into
a hospital, which after a couple hours of tests
told him he had contracted pneumonia from

inhaling the salt water into his lungs. They
advised him to stay in the hospital for at least
two nights.

On Tuesday, Mr. Sandler, 61, was able to
get to Golden Buddha. Although the vacation-
ers had all been evacuated, his immediate
problems weren’t over. The resort’s com-
puter had floated out to sea, and with it the
list of guests staying there. So he could only
guess at the number of missing, and he felt
that some might have been washed inland
into the island’s forests.

Of the 60 staff members, Mr. Sandler
says, four had died and one was missing.
Four vacationers had perished, including an
infant, and by his best estimate another nine
were missing. As he relays the toll, he starts
to cry. “Today I gave money to families of
staff members who had been with us for 10
years,” he says. “When you think of them,
you have to cry.”

As for Mr. Bodden, who had long been a
close friend, Mr. Sandler notes that “Jerry
was a hero. But he wasn’t the only one. The
stories that are coming out are just incred-
ible.”

Tsunami Aftermath: Natural Buffer
Bulldozed by ‘Progress’

Mangroves and Coral Reefs Shielded Asia’s Coastlines Before the Economic Boom

Hong Kong, December 31, 200%

HE RING OF CORAL in crystal wa-

I ters around the Surin Island chain off

Thailand’s west coast forms a sturdy

defense against the sea. So when the tsuna-

mi struck on Sunday it punched a few gap-

ing holes in the reef, but the structure mostly
held firm.

The reef, says Thai marine environmen-
talist Thon Thamrongnavasawadi, may have
saved many lives. Only a handful of people
on the islands are known to have perished:
most scrambled to safety as the first wave
exploded against the coral.

Tragically, across much of Asia, coastal
communities found themselves with no such
shield against nature’s fury. The protective
reefs, sand dunes and mangroves that look

By Andrew Brown

out toward the Indian Ocean in a broad arc
from Sri Lanka to Bangladesh and Indone-
sia have been dynamited and bulldozed by
a force as unstoppable as the tsunami itself
-- the force that drives some of the world’s
fastest-growing economies.

Where dense mangrove forests once pro-
vided a buffer between sea and land, now
there are countless shrimp farms and hotels.
Sand dunes have been flattened by coastal
highways, reefs blown up to make way for
ports.

Mangroves -- trees and shrubs that live
in tropical tidal zones -- line one quarter of
the world’s tropical coastlines. But Asia is
hurriedly uprooting them as its economies
take off. In less than 20 years between 1975
and 1993 Thailand’s mangrove area almost

halved, says Edward Barbier, a professor of
economics at Wyoming University and editor
of a recent book on Asia’s disappearing man-
grove ecosystems. India laid waste to up to
50% of its mangroves between 1963 and 1977.
Belatedly, some countries have made efforts
at replanting.

Mangroves offer a double layer of pro-
tection against the pounding surf: Low red
mangroves anchor themselves in mud flats
along tidal estuaries, their flexible branches
and tangled roots absorbing the sea’s power.
Behind them stand black mangroves as tall
as trees.

Environmentalists point out that coastal
communities around the world are vulner-
able to natural calamities: Florida took four
direct hits this year from hurricanes. But



whereas the cleanup in Florida takes just a
few months, in poor parts of Asia it could be
years before life returns to normal.

To be sure, not even mangroves could
have parried the blow from Sunday’s tsuna-
mis, and the waves inflicted severe damage
on relatively undeveloped sections of coast-
line too.

But ecological damage “has left coast-
lines vulnerable,” says Mr. Barbier, and if
natural defenses had been left standing they
“would have reduced some of the losses” by
reducing how far and fast the waves surged
inland.

In stripping the mangroves, Asian coun-
tries have created real estate for tourism,
one of the region’s biggest foreign-exchange
earners, but along the most exposed part of
the continent where the sea laps the shore.
Thatched tourist cottages hang precariously
off cliffs on the Malaysian resort island of
Langkawi, and seafood restaurants stand on
stilts above Thai beaches.

Yet while hundreds of sun-seeking tour-
ists from northern parts of Europe and Asia
were washed away by the tsunamis, main
victims were impoverished fishing fami-
lies.

Environmentalists and economists de-
scribe a process in which relentless urban de-
velopment, aquaculture and tourism creates
winners and losers along Asia’s coastline.
Tourist resorts turn up employment opportu-
nities for some locals, but push others aside.
Wealthy tourists relax under umbrellas in the
most desirable beach spots, while the fishing
families they displace rebuild their flimsy
homes in more marginal -- and more danger-
ous -- locations down the coast.

“They lose twice,” says Mr. Barbier, who
has studied the process in Southeast Asia --
once to the developers, next to the elements.

But by far the greatest spoiler of Asia’s
coastline are shrimp farms. Thailand is now
the world’s biggest shrimp exporter; Indone-
sia and India are not far behind. The U.S. is
the biggest buyer. Cheap tiger prawns have
created prosperity around Asia, but at a cost:
shrimp farms demand brackish water and
flat land -- both found in abundance where
mangroves grow.

A typical fish pond looks like a bomb cra-
ter, and coastal Asia is pocked with them.
Each lasts for no more than eight years
before the many chemicals and antibiotics
that are poured into them in the process of
raising shrimp make them unusable. The
shrimp farmers move on, cutting more man-
grove forests for new farms. In Indonesia’s
Aceh province, devastated by the tsunamis,
mangroves are being chopped down as tim-
ber for sale to nearby Malaysia and Singa-
pore.

Along the east coast of India, had the
mangroves been left standing, “hotels and
settlements would have been a little further
away,” says Swayam Prabha Das of the
World Wildlife Fund in New Delhi. “The dam-
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age could have been limited.”

The Indian government is now reviewing
the implementation of regulations, frequently
flouted, that bar all development 500 meters
from the sea in areas where mangroves and
coral thrive. “I think some common sense
will prevail now,” says Ms. Das.

Likewise in Thailand, while Mr. Tham-
rongnavasawadi mourns the human loss
along with the destruction of stretches of reef
around the Surin Islands, he is heartened by
the lesson in ecology that the tsunamis have
delivered. Indeed, officials in the Maldives

said extensive reefs smothered the tsunamis
and though 69 people are confirmed dead so
far, the loss of life could have been much
worse.

Mr. Thamrongnavasawadi’s Web site is
flooded with offers of help from divers eager
to participate in a national project to meas-
ure the effects of the tsunamis on Thailand’s
coral reefs. Of the 20 reefs around the Surins,
two or three have been irreparably smashed,
he says.

“It’s a very clear point: Coral reefs save
lives,” he says.

No Stranger to Troubles

The Dec. 26 tsunami caused deaths in at least 11 countries, many of which were already struggling with poverty and high mortality

rates. Here is a snapshot of some of them:

INDONESIA SRI LANKA INDIA THAILAND SOMALIA MYANMAR MALAYSIA MALDIVES
Population, in millions 238.45 19.91 1,065.07 64.87 8.30 42.72 23.52 0.34
Life expectancy at birth 69.3 yrs 729 yrs. 64.0 yrs. 71.4 yrs. 47.7 yrs. 56.0 yrs. T72.0 yrs. 63.7 yrs.
Birth rate (per 1,000) 21.11 15.88 228 16.04 46.04 18.64 23.37 36.06
Death rate (per 1,000) 6.26 6.47 8.38 6.94 17.3 12.16 5.08 T.44
Infant mortality rate (per 1,000) 36.82 14.78 57.92 21.14 118.52 68.78 1835 58.32
Literacy rate* 87.9% 92.3% 59.5% 92.6% 37.8% 85.3% 88.7% 97.2%
Gross domestic product per capita’ $3,661 $4,107 $3,019 $7,851 $500 $1,466 $10,449 $7,008
(LS. dollars)
GDP? (in billions of US$) $820.54 $84.39 $3,334.92 $514.24 $4.36 $81.28 $271.17 $2.35
Percentage of population fiving on 7.5% 6.6% 34.7% 2% N.A N.A. 2% N.A.

less than $1 per day

YAge 15 that can read and wiite  “Based on purchasing-power-parity (PPP), or adjusted by how much it buys
Note: Somalia's economic data is from the CIA World Factbook; all ather countries use IMF economic data

Sources: AP, Central Inteligence Agency World Factbook; International Monetary Fund's Wodd Economic Outiook Database, September 2004; World Bank via Word Resources Institute
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Devastated Survivors
Face Bleak Decisions

Swift Pace of Destruction Forces a Rush of Burials; Many Go Unidentified

By Lopez in Phuket, Thailand, John Larkin in Khao Lak, Thailand,
and Eric Bellman in Koggala, Sri Lanka

December 29, 200%

OSMAND WICKRAMANAYAKE bur-

Ried his father, mother, sister, brother

and two nieces yesterday. He wanted

to cremate them but he couldn’t afford the
wood.

He also couldn’t afford to let the bodies
sit any longer. “We have no money at the mo-
ment,” he said. “So we need to bury them.”

In the small tourist town of Koggala, at
the southern tip of Sri Lanka, the 24-year-old
dug a 1 1/2-meter-deep grave in the sand for
his family and did his best to mimic Buddhist
funeral rituals because he couldn’t wait for a
monk. He had to search the town for the bod-
ies himself. He found his mother still embrac-
ing his sister in death, his brother in a tree,
his father at the edge of an open field half a
kilometer from his home.

“I'had to carry them with my own hands,”
Mr. Wickramanayake said, turning up his
arms to show how he carried the weight of
his father’s body.

While he was able to find his family mem-
bers, thousands of bodies strewn across 11
countries on two continents by the Sunday’s
tsunami will never be. As the estimated death
toll topped 59,000 late yesterday, what to do
with the bodies fast became a critical public-
health issue. What is certain is that many of
the dead will be disposed of before those left
behind ever get a chance to say goodbye.

It has been a macabre race against time:
Frantic survivors will go on looking as of-
ficials wary of disease will press for rapid
burial.

Kurt Ammicht’s search is over. Ignoring
deep gashes on his right arm and knee, he
stared through sleepless eyes at a grainy
photograph of an elderly woman in a tur-
quoise swimsuit. The image was one of hun-
dreds in a hastily compiled catalog of corps-
es found on the Thai resort island of Phuket
and brought to Patong Hospital earlier yes-
terday.

After several moments, the 73-year-old
German tourist wiped his eyes and turned

Where two plates meet on the sea fioor...

...one plate can ...and then

dive beneath the rises, as the
ather. When this ocean tries
happens, the 1o regain
column of water equilibrium,

above the sunken
ocean floor drops...

Wall of
Destruction

How an earthquake caused the
giant waves that devastated
Southeast Asia

Sources: U5, Geological Survey;
University of Washingtan

Near the origin of the tsunami, the wave
is long and flat—often less than a meter
high and tens to hundreds of kilometers
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long. Sailors might not even notice it

At the shore, the tsunami amives as
a drastic rise in sea level; the wall of
water can flood hundreds of meters
inland past the average high-tide
level, sweeping away sand and
trees, people and homes.

to Poramate Reongsanganotai, a 37-year-
old dentist drafted to deal with the rising
number of dead bodies left by Sunday’s tsu-
nami.

Mr. Ammicht quietly confirmed that the
photo was that of his wife, Maria. He had
nothing more to say.

At Patong Hospital, unidentified bodies
were transferred to a basement area. Ply-
wood coffins, unlined and hastily nailed to
size, bore computer photos of the dead. No.
89 was a Thai woman with a badly disfigured
face. No. 96 was a coffin containing a young
girl no older than 5. In No. 13 was a Cauca-
sian woman in a red beach dress.

Things were much less organized up the
coast at a beach town known as Khao Lak,
an area popular with middle-age tourists in
search of the solitude and serenity that is
hard to find in Patong. Hundreds are believed
to have died here.

At Khao Lak Resort, the beach was lit-
tered with smashed furniture, deck chairs
and personal belongings. “There might
also be more bodies under the debris,” said
Michael Groves, a South African tourist who
volunteered to help with rescue work.

Rescuers have braced for more bod-
ies to wash ashore. Those recovered were
being taken in trucks to Buddhist temples



converted into makeshift morgues. At Wat
Lam Kaen, a golden-tipped temple a few
kilometers from Khao Lak, bereaved Thais
lighted incense sticks and tall candles at
small shrines set before coffins of dead fam-
ily members.

“This is my Yat,” said a man who identi-
fied himself as Em after lighting incense at
the foot of a coffin.

At a clearing beyond the temple, around
200 bloated bodies, many of them foreign
tourists, were laid out in rows. Photographs
were taken of those who remained unidenti-
fied. Later, these would be displayed at hos-
pitals at local towns in the hope of finding
surviving relatives, relief workers said.

One European tourist paced slowly down
a row before stopping at a body he identified
as his wife. “I just identified my wife. This is
very difficult,” he said, before walking slowly
away with Thai rescue workers.

Hospital officials said it isn’t clear how
long the Thai authorities plan to keep the
bodies of the unidentified before burying
them in mass graves.

In Sri Lanka, police waived a law requir-
ing autopsies of victims to speed up the burial
of decomposing bodies.

Dotted around Koggala were fresh graves
-- in fresh cement for the richer families,
freshly dug-up sand for the poor. Every other
home and car is adorned with a small white
cloth, a sign that there has been a death in
the family. The stench of death is every-
where.

Decaying bodies laid along Sri Lanka’s
southern coast. On the roadside, a bloated
male body wrapped in a table cloth attracted
gawkers and flies. A woman’s body reached
out from a pile of coconut husks next to an
overturned truck.

The grave next to that of Mr. Wickrama-
nayake’s family held 20 bodies, Sunday pic-
nickers from another town who will remain
nameless. “We don’t know who they are, but
they had to be buried because of the smell,”
said Mr. Wickramanayake.

Government and international aid has
been trickling into the area. Military heli-
copters thundered above the beach, bringing
medicine and food and picking up foreign
tourists who limped along in mismatched
shoes. Government and community-group
trucks bounced on the buckled main road
along the beach handing out bottled water,
coconuts and paper packages of curry and
rice.

“We need rain for at least two days so it
will clean everything,” said Mr. Wickrama-
nayake. “If it doesn’t rain, then maybe in two
weeks children will get sick because of all the
dead bodies.”

So far, more than 18,700 have been con-
firmed dead in Sri Lanka, but the death toll
is expected to climb much higher.

In nearby India, the government dis-
patched 10 naval vessels to the region. Of-
ficials said they hope to rescue as many as
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1,000 people a day in the Andaman and Nico-
bar islands. Their priorities are to dispose of
dead bodies to prevent any epidemics, airlift-
ing in food and water and taking care of the
injured.

“We are having either mass burials or
mass cremations and the process has start-
ed,” said Anshu Prakash, the development
commissioner for the Andaman-Nicobar is-
land chains. “We are spreading chlorine and
bleach powder so that no epidemic situation
arises.”

Officials in the southern Indian state of
Tamil Nadu and the special administrative
region of Pondicherry also rushed yester-
day to prevent major outbreaks of cholera,
dysentery and other water-borne diseases
related to the tsunami. The main areas of
these regions remain inundated by water.
And officials worry that rotting corpses could
contaminate local water supplies. “Bodies
are still floating, and 349 bodies were recov-
ered in one district alone,” said Vasant Ku-
mar Reddy, an aide to the chief minister of
Pondicherry.

Mr. Reddy said his administration was
seeking to hold mass burials in an effort to
prevent disease. The result is that they often
have to forgo cremations, the usual burial
custom for India’s majority Hindu popula-
tion. “It’s a chaotic situation, and we’re un-
able to locate kin.”

The situation is worse in the rural areas
of southern India, where water is scarce and
infrastructure poor. Officials in Tamil Nadu’s
capital of Madras said burials and recover-
ies were going ahead smoothly, but that they
were worried that things could break down
in outer districts. “Whole villages have been
washed away, but there is nobody to claim
the bodies,” said R. Thirunarayanan, the
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superintendent of Royapettah Hospital, the
largest medical facility in Madras.

Back on the beach in Phuket, a young
Thai woman who identified herself only as
Sreepad held an impatient vigil at the Patong
Hospital.

She was still looking for her brother, who
worked at a beach-side cafe on Patong beach
and hasn’t been seen since the tsunami hit.

The stench was building fast at the hos-
pital. Rescue workers brought in the dead in
pickup trucks. The corpses, many badly dis-
figured, bloated and fast-decomposing under
a sweltering sun, were packed in black body
bags or bloodied white hospital sheets.

Unable to handle the smell, Sreepad
pulled her T-shirt over her face and peered
over the shoulders of army personnel un-
wrapping bodies. “My younger sister is at
another hospital,” she said.

Jay Solomon and Rasul Bailay
in New Delhi contributed to this article.
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The Fall of China Aviation Oil

CAOQO Singapore’s Fall Followed
Chen’s Ambitious Climb to

CEO Rose From Poverty To Prominence With Speed Mirroring China’s Growth

By Matt Pottinger in Baolong Village, China, and Cris Prystay in Singapore

December 6, 2004
EVEN YEARS AGO, Chen Jiulin arrived
Sin Singapore from China with a chal-
lenging assignment: to revive a dormant
subsidiary of China Aviation Oil Holding Co.,
a large Chinese state-owned company. It was
a major opportunity for him to shine, and he
quickly set about transforming the all-but-
defunct shipping-brokerage firm into China’s
sole importer of jet fuel.

With a speed that mirrored China’s own
rapid economic transformation, Mr. Chen,
now 43 years old, drove the rapid ascent of
the once-sleepy state-owned company into
a budding player in the global oil industry.
Investors snapped up its Singapore-listed
stock, lifting the share price more than five-
fold from the beginning of 2003 to its peak in
October. Global investment banks and other
creditors lined up to lend China Aviation Oil
(Singapore) Corp., known as CAO Singapore,
hundreds of millions of dollars, impressed
with the Mr. Chen’s vision of building it into
a regional competitor in the oil industry. Mr.
Chen himself earned as much as $4.5 million
a year and drove a Mercedes-Benz. He sat
on the management committee of the Singa-
pore Institute of Management and headed the
Chinese Enterprise Association in Singapore.
Last year, the World Economic Forum named
Mr. Chen one of Asia’s top business leaders
under 45.

“CAO has its roots in China, but has
steadily grown more multinational with each
passing year,” Mr. Chen’s company crowed
in a news release last year. “Eventually, it
hopes to become the “bellwether’ firm for
overseas Chinese enterprises in terms of
capital operations.”

On Nov. 25, it all collapsed, with the com-
pany filing in Singapore for court protection
against creditors while it works on a restruc-
turing package. The company’s estimated
loss: $550 million -- the worst derivatives-re-
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lated loss in Asia in years. CAO Singapore
began speculative trading in derivatives in
2003 and after chalking up profit during the
initial trades plunged into a $5.8 million loss
on trades during the first quarter of this year.
The company bet wrongly that it could trade
its way out of trouble but as oil prices spiked,
losses continued to grow. Still, the company
continued to make bet after bet.

Suspended from his job by the board, Mr.
Chen is at the center of a host of legal ques-
tions, and Singapore authorities are seeking
his return from China to get answers.

Much is still unknown about what hap-
pened at CAO Singapore and Mr. Chen him-
self isn’t talking. But the portrait that emerg-
es is of a smart, ambitious, even idealistic
entrepreneur who rose rapidly from impover-
ished peasant to tycoon -- with grand plans to
build a business empire and become a master
of the capitalist game.

It has become a familiar story in China,
where a sizzling economy, huge market and
lack of financial controls and oversight have
imbued many with a confidence bordering

on cockiness. Earlier this year, one of Chi-
na’s biggest private conglomerates, D’Long
International Strategic Investment Co.,
started unraveling after the company grew
too large and quickly, largely on bank and
other loans, often using shares in its compa-
nies as collateral. The group, started by four
siblings surnamed Tang, grew from a small
photo-finishing business based in the north-
western region of Xinjiang into a sprawling
conglomerate with stakes in more than 100
companies in industries from tomato paste
to lawnmowers, and more than a dozen fi-
nancial institutions at its height. D’Long has
since been handed into government receiv-
ership and its top official put under virtual
house arrest.

From an early age, Mr. Chen cultivated a
sense of purpose and self-assuredness, quali-
ties that helped him escape the impoverished
circumstances of his youth, family members
say. Baolong Village, an anonymous cluster
of mud-brick farmhouses amid the rice fields
of central China’s Hubei province, didn’t
have electricity when Mr. Chen was growing
up there in the 1960s and 1970s.

More than probably any of his childhood
peers, Mr. Chen buried his nose in books,
says his father, Chen Suixiang, in an inter-
view at the family home in Baolong Village.
When a middle-school teacher motivated the
younger Mr. Chen to concentrate on English,
the father recalls borrowing money to buy his
son a cassette player for listening to language
tapes. Put to work during his teens, Mr. Chen
would carry an English textbook with him
to the rice paddies and, during rainstorms,
steal away to memorize vocabulary. On some
summer nights, he would submerge his feet
in a tub of water to stay cool and keep the
mosquitoes off his ankles while he studied by
the glow of an oil lamp. He also read Chinese
classics and, relatives say, he had a special
affinity for the I Ching, or “Book of Chang-



es,” a 2,500-year-old text used by soothsayers
to divine the future.

All the while, the youngster was divin-
ing a future for himself as an educated and
accomplished adult. “He was very self-con-
fident, very assertive,” says the father, a
broad-shouldered and handsome 73-year-old,
sitting at his dining table beneath a shrine
to Chairman Mao. Says Zhou Changjun, an
acquaintance of Mr. Chen from early adult-
hood: “His ideal was to join the State Coun-
cil” -- the body that governs China.

Mr. Chen took significant risks to pursue
his dreams. One day in 1981, he shocked his
family by quitting the job his father had land-
ed at a rural credit agency to begin studying
full-time for the highly competitive college-
entrance examination. He passed, winning
a spot at the prestigious Peking University,
where he studied Vietnamese and English.
After graduating in 1987, he worked as a
translator at China’s biggest airline and then
at a Sino-German aircraft maintenance ven-
ture before eventually joining China Aviation
0il Holding, the state-owned parent of CAO
Singapore, which had a monopoly on distrib-
uting jet fuel to Chinese airlines.

He cultivated an almost sage-like pub-
lic business persona. A 70-page booklet pub-
lished last year to mark the 10th anniversary
of CAO Singapore contained 63 photos of Mr.
Chen. In one photo, he appears pensive, clad
in a business suit, wandering alone through
lush green mountains in China. A caption
recalling Mr. Chen’s 1997 arrival in Singa-
pore reads: “Chen Jiulin thinking of ways
to revive a fallen enterprise.” Another one
shows him in a library and is titled “Chen
Jiulin reading one of China’s classics.” He
published a book of his essays, “Leveraging
on China, Going Global.” He said in local
interviews that he sometimes consults the
Book of Changes when facing difficult busi-
ness decisions.

He spurned some of the lavish lifestyle
many newly rich Chinese opt for when they
move to places like Singapore or Hong Kong.
Last year, as the company’s profit soared, he
readjusted his profit-sharing formula so his
own pay wouldn’t skyrocket. He and his wife
rent a simple condominium in Singapore’s
suburban East Coast. Their son is in middle
school in China, relatives say. Mr. Chen has
told local reporters they declined to hire a
maid, a fixture in middle class Singaporean
households. His only conspicuous emblem of
luxury: a Mercedes-Benz S430.

He wanted to be seen by government
leaders in Beijing “as someone who was
ahead of the curve,” says a person who has
worked with him.

On that front, he seemed to be making
headway. One company news release quoted
China’s former ambassador to Singapore,
Zhang Jiuhuan, describing CAO Singapore as
“the cream of overseas Chinese enterprises.”
In Beijing, the Communist Party magazine
“Seeking Truth” published a lengthy com-
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mentary late last year calling Mr. Chen’s
company a “river-crossing pioneer in the
chessboard of China’s “going out’ strategy.”
The article urged other companies to study
CAO Singapore’s management in order to
demonstrate “Chinese people’s wisdom and
power on the international stage” and con-
tribute to “a great renaissance of the Chinese
nation.”

But people who have worked with him
say Mr. Chen didn’t always practice what he
preached. Whereas he spoke publicly of the
importance of maintaining a light touch man-
agerially and giving employees freedom to
perform, in the office executives say he was
a sometimes-gruff figure who micromanaged
his staff. “He was pretty rough around the
edges,” said an executive who knows him.
Mr. Chen personally recruited or approved
the hiring of most of CAO Singapore’s staff.
“ “Hands on’ doesn’t describe it. He made all
the decisions,” the executive said.

Other aspects of the principles he es-
poused haven’'t squared with the develop-
ments now unfolding at CAO Singapore. In
a column published in July 2003, he wrote:
“The international oil market is unpredicta-
ble and full of traps. To avoid risks, CAO has
established a set of risk-control methods to
improve transparency and supervision.” He
also wrote in the same column that always
keeping shareholders informed was one of
the “five elements of China’s corporate-gov-
ernance philosophy.”

Yet within months, the company began
sliding toward financial disaster. CAO Sin-
gapore in 2003 began speculative trading in
financial derivatives tied to oil prices. After
chalking up profit during the initial rounds,
the company plunged into a $5.8 million pa-
per loss on trades during the first quarter of
2004, according to an affidavit signed by Mr.
Chen and filed last Monday in Singapore’s
High Court. CAO Singapore gambled that oil
prices would fall and that it could trade its
way out of trouble. It blew past internal lim-
its that should have shut down trading, and
losses continued to mount with bet after bet.
The company’s estimated loss is $550 million.
Creditors, including a unit of Mitsui & Co.,
Fortis Bank and Goldman Sachs Group’s oil-
trading outfit, are seeking a combined total
of about $247.5 million.

As the losses mounted, Mr. Chen showed
no signs of trouble in public. He continued
writing his columns extolling Chinese ancient
philosophy and Western corporate govern-
ance. Behind the scenes, though, he appears
to have been grasping for solutions. The
company’s parent sold a 15% stake in CAO
Singapore in October and lent it the money
try to cover the huge losses, according to the
affidavit. Deutsche Bank handled the block
sale and industry sources say the majority
of buyers were hedge funds who then sold the
stock into the market. Minority shareholders
were left in the dark about the problems and
the reason for the share sale. As the company

neared financial ruin in late November, Mr.
Chen consulted a master of feng shui, or Chi-
nese geomancy, to ask advice, according to
an executive close to the company.

If Mr. Chen was feeling pressure from
the trading losses early this year, his fam-
ily back in Baolong Village says they knew
nothing of it. In February, Mr. Chen’s moth-
er suffered a stroke that has left her in a
coma. Mr. Chen soon returned to his child-
hood home. He sat next to his mother, held
her hand and wept, says his father. The elder
Mr. Chen knew his son’s work was busy, and
he urged him to get back to his business and
to not worry; his mother was being cared
for. “He didn’t say very much while he was
here,” says the father, walking near the site
where Mr. Chen was born -- a smaller farm-
house that was eventually washed away in a
rainstorm, and where bales of hay are now
stacked for feeding oxen. “He stayed about
two or three hours,” and then made the long
trip back to the airport. He returned again
in August, also staying just a few hours, he
said.

All his life, Mr. Chen “was very deter-
mined, and very honest,” his father says,
adding, “my heart is filled with worry.”

Singapore police and the Singapore Ex-
change are conducting investigations into the
matter, and exchange officials are request-
ing Mr. Chen return to the city-state. He left
Singapore last week and relatives say he is
in Beijing with his wife and son. Relatives
declined to provide his phone number. Zhou
Changjun, the acquaintance from their early
adult years, says she sent Mr. Chen a text
message on his mobile phone last week to
see if he is all right. She says he wrote back:
“I'm fine. None of this was for my personal
gain.”

Cui Rong and Kathy Chen in Beijing
and Ellen Zhu in Shanghai contributed
to this article.
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CAO Singapore Expected Parent’s
Help as Loss Grew

Suspended CEO Insisted Beijing Firm Would Cover Derivatives-Trading Deficit

By Laura Santini and Cris Prystay

Singapore, December 15, 200

S CHINA AVIATION OIL (Singapore)

ACorp. racked up a half-billion dollars

in losses and was cut off by its bank-

ers, the company’s hands-on chief executive

insisted its Beijing-based parent would bail it
out, say people familiar with the company.

The CEO, Chen Jiulin, even produced a
letter last month that appeared to come from
the parent company, China Aviation Oil Hold-
ing Co., saying it would assume CAO Singa-
pore’s losses from trading in oil-related de-
rivatives, according to people familiar with
the situation. Mr. Chen gave the letter to
Peter Lim, CAO Singapore’s finance direc-
tor, to persuade him to file financial results
for the company that omitted the losses, says
one person familiar with the company’s op-
erations.

Lawyers for the state-owned parent com-
pany, CAO Holding, deny that its executives
signed any such letter.

Mr. Lim declined to comment. Mr. Chen
didn’t return phone calls or respond to ques-
tions posed through his lawyers. He was ar-
rested by Singapore police last week and re-
leased on bail, and he has met several times
with investigators from Singapore’s white-
collar crime bureau.

The alleged letter, and Mr. Chen’s ap-
parent confidence in a bailout, spotlight
the many unanswered questions about the
parent company’s role in the trading scan-
dal and its aftermath, which amounts to
one of the largest derivatives-related loss-
es in Asia in years. Investors and bankers
who deal with Chinese state-owned entities
world-wide are watching to see how Beijing
treats the Singapore company’s creditors
and shareholders, as well as the executives
involved.

The parent company and its government
overseers at China’s State-owned Assets Su-
pervision and Administration Commission
each issued brief statements last week plac-
ing responsibility with CAO Singapore. Yes-
terday, the parent warned that CAO Singa-
pore’s creditors and shareholders should be
“realistic” in their expectations for redress.

But neither company has addressed ques-

tions about the actions the parent took after
it learned about the losses -- including a sale
of some of its shares in the Singapore com-
pany to institutional investors.

What is clear is that under Mr. Chen’s
watch, CAO Singapore changed its business
approach. The company is China’s main
jet-fuel importer. It got its first taste of de-
rivatives trading by helping Chinese airlines
hedge their exposure to rising oil prices.
Derivatives are structured bets on the value
of underlying investments, commodities or
other benchmarks, and in CAO Singapore’s
case, the derivatives were based on the price
of oil. It acted as a middleman between the
airlines and Singapore’s highflying oil trad-
ers, and it didn’t risk its own capital.

Mr. Chen decided that the company could
make money by placing its own bets, accord-
ing to someone involved with the company’s
operations at the time.

“Trading is easy,” he told his staff, ac-
cording to this person. “You just have to buy
low and sell high.” To prove the point, he cre-
ated a new trading account with company
funds, attempting to outdo the company’s
traders by personally directing buying and
selling of oil derivatives, according to this
person and someone else also familiar with
the company.

At first, CAO Singapore’s new approach
made money. When oil prices rose, however,
it began losing money at a rapid pace. Mr.
Chen was involved in the company’s trading
operations, knew about the losses and, rather
than publicly disclosing them, decided to add
to the bets in the hope that they would im-
prove, says the person who was involved in
the company’s operations.

In March and again in June, with the
company sitting on losses of $5 million and
then $35 million, respectively, as it prepared
to announce its quarterly financial results,
executives in trading and risk management
discussed with Mr. Chen whether to close out
the positions, says this person. Mr. Chen de-
cided to engage in new trades that effectively
extended the company’s positions into the
next quarter, this person says. According to
company policy, Mr. Chen had to sign off on
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any losses that exceeded $500,000.

The extent to which the traders debated
with him isn’t clear. The person familiar
with the company’s operations says traders
advised Mr. Chen to face up to the losses. But
this person adds that many CAO Singapore
traders were sympathetic to his view that oil
prices would reverse course. “The consensus
of the department was that prices were going
to go down,” says a different executive at the
company.

By September, word was spreading that the
company had taken a hit. Oil trading is big in
Singapore, which serves as the industry’s de-
rivatives hub for Asia. But the marketplace is
small, with only about 100 traders participat-
ing. What’s more, the Singapore market lacks
the anonymity of the New York Mercantile Ex-
change and London’s International Petroleum
Exchange, which bring together thousands of
buyers and sellers who deal through the ex-
changes. In Singapore, traders deal with each
other directly over the phone.

They also hang out together after work,
gathering at watering holes such as Kazbar,
a belly-dancing bar and restaurant run by
a Kuwaiti who is a former trader. Talk over
after-work beers started turning to CAO Sin-
gapore, traders at the bar recalled one night
last week -- and how some banks had stopped
extending the company credit.

Pressed for cash, Mr. Chen informed his
parent company on Oct. 10 of the losses, ac-
cording to an affidavit he filed in the Singa-
pore High Court. Representatives from the
parent flew to Singapore and consulted with
CAO Singapore’s management and with its
trading partners about how to deal with the
company’s problems.

During this period, says the person famil-
iar with the company’s operations, Mr. Chen
maintained that the parent would extend a
helping hand in the deal-making with credi-
tors, offering some of its own assets in China
in return for wiping out the listed company’s
debts.

But no such deals materialized. Instead,
the parent sold a 15% stake in CAO Singapore.
In a deal arranged by Deutsche Bank AG, it
sold its shares to institutional investors with-



out disclosing the losses. The institutional
investors, who had signed a waiver accepting
Deutsche’s statement that it had done little
due diligence, mostly sold off their shares
quickly and realized gains. But the investors
who bought them lost out as CAO Singapore’s
shares subsequently weakened.

CAO Holding used the $108 million it
raised to pay some of the demands from CAO
Singapore’s bankers. The company’s realized
losses, meanwhile, soared to nearly $381 mil-
lion.

On Nov. 12, CAO Singapore’s head of fi-
nance, Mr. Lim, was scheduled to deliver the
company’s third-quarter financial results.
Holding two different sets of results, one that
included large trading losses and one that in-
dicated only a mild trading loss of about $7.1
million, Mr. Lim demanded proof of an im-

Excellence in Journalism

minent bailout, says the person familiar with
the matter.

Fifteen minutes before the 6 p.m. earn-
ings announcement, Mr. Lim received a
faxed letter that appeared to be signed by
Mr. Chen and Jia Changbin, president of
the parent company, containing a statement
that the parent would save CAO Singapore,
this person says. The results Mr. Lim filed
showed CAO Singapore with just a mild loss
from trading activities.

Mr. Lim declined to comment on the mat-
ter, as did Mr. Chen and his lawyers.

CAO Holding denied sending any such fax
and “did not at any time sign or enter into any
letter or agreement to assume the obligations
or liabilities” of CAO Singapore, the company
said in a statement delivered through its Sin-
gapore law firm, Stamford Law Corp.

“We understand that the purported letter
is one of the matters being investigated by
the investigating authorities,” the statement
said. Mr. Jia wasn’t questioned by police
when he was in Singapore last week, says his
lawyer, Yap Lian Seng of Stamford Law. Mr.
Jia’s office referred questions to the firm.
Singapore police declined to comment on the
letter or on Mr. Jia.

On Nov. 29, before filing for court pro-
tection from creditors on behalf of CAO Sin-
gapore, Mr. Chen made one final gesture to
employees, says the person familiar with the
matter. He informed them he was being re-
assigned back to the mainland, shook hands
and thanked them for their hard work.

Matt Pottinger in Beijing contributed
to this article.

Qian Qian

Saga of a Disabled Teen Forced to Beg
Illustrates China’s Social Upheaval

Unable to Care for Qian Qian, Family Let New Guardian
Take Her to Big City—An Intervention Near a Bridge

December 7, 2004
EVERY DAY for two months, 13-year-
Eold Qian Qian positioned herself on a
f