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OPEC to hold Anniversary quiz for Member Countries
Jubilee celebration. The Organization was founded in
Baghdad, Iraq, in September 1960, by an initial five
Founding Members. Today, it comprises 12 Member
States.So far in 2010, OPEC has issued a commemorative set of Anniversary postage stamps and
launched its new-look website, incorporating many
new features, including a special micro-site, which
will carry information specific to the OPEC@50
milestone.
The website also carries the official Anniversary
logo of the Organization, which is appearing on all
the Organization's publications and correspondence
this year.Other activities planned throughout the year
include a drawing competition, soccer matches,and
exhibitions, both in Vienna and in Member
Countries.In addition, a range of special publications
will include a book on OPEC's history, a children's
book giving an illustrative history of oil, as well as a
special edition of the monthly OPEC Bulletin magazine.
The OPEC Secretariat is also collaborating with
the Austrian Post Office on the production of another
special 50th Anniversary stamp, planned for release
in September.

The FINANCIAL -- Young national representatives from Member Countries will be tested on their
knowledge of OPEC and the international oil industry at a quiz competition to be held at the
Organization's new Headquarters at the end of June.
"The event, to be hosted on 30 June 2010 by
OPEC Secretary General, Abdalla Salem El-Badri,
forms part of the Organization's 50th Anniversary
celebrations and will be broadcast live on the OPEC
website. It will see students between the ages of 15
and 18 competing against one another for three top
prizes," OPEC said.
The contestants, one each from Ecuador, Iran,
Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia and
Venezuela will travel to the Austrian capital after successfully competing in and winning their Country's
qualifying competitions.
At the grand final, competitors will be tested over
three rounds. The first will be on OPEC, while the
second will carry questions on Member Countries.
The top four from these rounds will then compete in
the final round, which will be on the international oil
industry in general.
The quiz is just one of many activities being held
this year to mark the year-long OPEC's Golden

Press for disclosure on environmental, safety compliance
By David Bogoslaw
It may seem unthinkable that a company with so formidable a public image
and financial track record as BP is fighting to save its reputation-and potentially,
its very existence-less than two years
after the oil industry logged its biggestever growth in profits. Reversals of fortune of this magnitude aren't as rare as
we sometimes think. Recall how the
tobacco giants wound up ceding enormous, profit-generating power to the
U.S. government and how asbestos lawsuits forced such major industrial outfits
as Johns-Manville into bankruptcy.
The common denominator linking BP
with these companies is growing clear:
They all failed to anticipate risks that
could threaten their business foundations.
Now the tide has shifted with respect
to how much thought mainstream
investors are giving to environmental,
social, and corporate governance (ESG)
issues. Michael Passoff, senior program
director for the Corporate Social
Responsibility Program at As You Sow, a
shareholder advocacy organization in
San Francisco, has reviewed as far back
as 1999 resolutions focused on corporate
environmental issues that were being
filed for the first time. "Nothing comes
close to the support we're getting now,"
says Passoff.
A June 3 proxy vote that called on
Layne Christensen, a mining and production company, to produce a sustainability
report drew support from over 60 percent
of shareholders. Earlier resolutions
regarding disclosures about coal ash at
power producers CMS Energy and MDU
Resources Group were supported by over
40 percent of each company's shareholders. Resolutions demanding greater disclosure by natural gas producers about
their hydraulic fracturing practices have
drawn supportive votes ranging from 26
percent to 41 percent of shareholders,
five to six times what they've received in
prior years, says Passoff.
He believes environmental sustainability issues had already begun to attract
broader support before the Apr. 20 explosion of BP's Deepwater Horizon rig sent
an estimated millions of barrels of oil

gushing into the Gulf of Mexico. Passoff
credits the change in consciousness to
growing awareness of climate change
issues. "Investors are seeing that environmental practices affect their bottom
line. It's starting to become more commonly accepted," he says.
Environmental resolutions are drawing affirmative votes from pension funds
such as the California Public Employees
Retirement System (CalPERS) and from
RiskMetrics, a proxy service that historically has tended to support management
on ESG resolutions, says Passoff.
Other oil companies face same risks
On June 11, MSCI, a provider of
stock indices and portfolio risk analytics,
announced plans to include nonfinancial
factors such as ESG in its investment
products. MSCI acquired RiskMetrics
Group on June 1.
There's undeniable risk that BP could
declare bankruptcy as a result of the Gulf
oil disaster, says Nell Minow, editor and
co-founder of the Corporate Library, an
independent research group. That BP is
on the spot doesn't mean other oil companies are doing any better at planning
for environmental debacles, she adds.
"If large fiduciary institutional
investors who are going to own a piece
of every company for a long time don't
understand that they need to do a better
job of monitoring risk and getting boards
of directors to monitor risk," investors
are better off "putting [all their money]
in T-bills," says Minow.
The Securities & Exchange
Commission's greater receptivity toward
requiring disclosures on various matters
concerning climate change points to a
push for more disclosure, not less, says
Robert Graham, founder and head of the
environmental law practice at Chicagobased Jenner & Block. He thinks this
should motivate shareholders to require
companies to disclose more thorough
information in their public filings.
In the past, demands for risk disclosure tended to be viewed as hypothetical.
In light of the Gulf disaster, Graham predicts that requests for such information
will become more mainstream. "These
issues are real and this disaster dramati-

cally demonstrates how they impact a
company's balance sheet," he says.
$20 billion liability for marshlands?
Skeptics need look no further than
the toll taken on BP's shares since Apr.
20, he says. (The stock has declined 44
percent.) It's also clear-from the thousands of lawsuits BP is facing as a result
of the spill's health and safety effects,
plus damages claims by many businesses
operating in the Gulf-that the company is
likely to be held accountable, Graham
adds.The plunge in BP's stock price over
the past six weeks amounts to roughly
$83 billion in market capitalization
erased, no small loss for shareholders. If
BP bows to pressure from U.S. politicians to suspend its $3.36 per ADR
annual dividend, the pain will be compounded for BP investors. While the
company has reportedly said it won't
seek to limit payouts on legal claims to
the $75 million cap set by the Oil
Pollution Act of 1990, the liability cap is
likely to be thrown out if plaintiffs' attorneys can prove that the company's reckless behavior and lack of proper safety
measures contributed to the disaster.
BP could be on the hook for as much
as $20 billion if a major public works
project needs to be undertaken to save
marshland around the Gulf, Douglas
Brinkley, fellow in history at the Baker
Institute at Rice University in Houston,
told CNN last week. As of June 10, the
company had received roughly 42,000
claims and paid over 20,000 claims totaling $53 million, a spokesman in BP's
Houston office told Bloomberg
Businessweek.It is inevitable, Graham
says, that companies will be pressed by
shareholders to disclose more information about safety practices, the kinds of
fail-safe mechanisms they have in place
for high-risk operations, and their plans
and prospects. Companies will have to
reconsider the insurance they've arranged
to better gauge how much and what
kinds of coverage they need to cover
potential risks. They'll also need to figure out how much cash to set aside in
reserve to cover unforeseen incidents
that may cause environmental damage,
he says. Shareholders will also start to
insist on viewing companies' safety

records, including any sanctions received
from federal or state agencies regarding
their operations.
Do short-term investors care?
There will also likely be a bigger
push for disclosure on what companies
are doing to develop alternative energy
sources and how much money they're
investing in that area, relative to investments in fossil fuels, says Graham,
which he notes would fit in well with
disclosures on climate-related risks that
the SEC began to require in February. In
the long run, it may well encourage energy producers to put further research and
money into developing less risky, climate-friendlier alternative energy
sources such as solar and wind, he adds.
From one perspective, growing
awareness among shareholders of environmental, social, and governance-related risks could be seen as a corrective to
the general trend toward a relatively
short-sighted view as investors' time
horizons have shrunk. "If you're renting
the stock, you don't care what happens
next year," says Lloyd Kurtz, manager of
the Wells Fargo Advantage Social
Sustainability Fund. "You don't care if
the company has a litigation problem in
two years because you'll be gone by
then."The prevailing short-sighted view
of risk creates an opportunity for
investors with longer time horizons, who
are more inclined to look for problems
that may crop up, he says. Kurtz would
prefer that the damages companies are
required to pay for litigation and environmental destruction continue to come
out of shareholder equity rather than out
of cash reserves earmarked to cover such
events. That's the only way to get
investors to make it common practice to
weigh environmental risks, along with
other risk factors, when deciding whether
or not to invest in a company, he says.
He suspects that any attempt to assign a
monetary value to such risks before they
manifest would only enable companies to
manage the reserves to help bolster or
reduce their profits.Minow at the
Corporate Library agrees that investors
need to consider such risks when
researching companies to invest in. She
would also like to see these risks

accounted for on companies' balance
sheets. Apart from what she says is BP's
environmental negligence, the company
embarked on a project "without any idea
of how to handle it if things went
wrong," something Minow calls "utterly
indefensible." The fact that BP didn't
have a backup plan in place speaks to
sustainability issues, she adds.
She sees a clear parallel with the fate
of Texaco, which-while still an independent company-was forced to file for
bankruptcy in 1987 so it could continue
operating while it figured out how to
recover from a huge civil verdict stemming from its attempted acquisition of
Getty Oil.Shareholders might write in
directorsThe financial industry reform
legislation that's now in conference committee between the U.S. Senate and the
House of Representatives includes provisions for shareholders to propose their
own board candidates on companies'
proxy cards, which will put unprecedented pressure on individual directors, says
Minow. She believes this-more than resolutions, which aren't binding-will be the
focus of shareholder activism.
"[Primary attention] is going to be on
replacing boards of directors and if the
board of directors at BP didn't do a goodenough job of responding to problems,
they'll be out," she predicts. If BP lacks
directors with environmental credentials,
some will have to be found and added,
she says. Coming as it did toward the
end of proxy season, the timing of the
Gulf disaster may seem unfortunate for
activists, but Minow believes time will
confer an advantage. By the time the
2011 proxy season comes around, she
predicts that the financial reform legislation will have passed, opening fresh
opportunities for activists to exert pressure on companies."There's a reason
shareholders' resolutions have to be in by
fall for meetings in the spring. It gives
corporations a really good opportunity to
get their acts together before shareholders start proposing resolutions," she says.
"Partly for that reason, I suspect [BP
chief executive officer Tony] Hayward
will be out by the end of the summer."
Copyright © 2010 Bloomberg L.P.
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China reaps benefits of Iraq war
Five oil project have been awarded to critic of
invasion
By Sinan Salaheddin
WASIT, Iraq - Perspiration staining their
orange jumpsuits, the Chinese engineers and
laborers form Al-Waha Oil Co. work alongside
their Iraqi counterparts under a sweltering sun
readying an expanse of arid land southeast of
Baghdad for infrastructure to extract and carry the
viscous liquid on which Iraq's future lies: oil.
A red banner hangs at the entrance of the office
of the company - the Iraqi affiliate of China's
state-owned China National Petroleum Corp. - its
Chinese characters promising anyone who can
decipher them: "We will try our best to make this
project a success."
The scene, an increasingly common one in the

new postwar Iraq, is more than a reflection of how
the country home to the world's third largest
proven reserves of crude is pushing to boost its
output. It's also a testament to the lengths to which
China will go to secure the oil it sorely needs to
fuel its galloping economy as its own crude supplies fall far short of demand."For China, oil security is largely about avoiding disruption to supplies and cushioning the effects of dramatic fluctuations in oil prices," said Barclays Capital oil
analyst Amrita Sen. "Iraq has become an obvious
target to secure the barrels of oil for future consumption."
From among the most outspoken of critics of
the 2003 U.S.-led invasion to topple Saddam
Hussein, China has emerged as one of the biggest
economic beneficiaries of the war, snagging five

lucrative deals. While Western firms were largely
subdued in their interest in Iraq's recent oil auctions, China snapped up three contracts, shrugging
off the security risks and the country's political
instability for the promise of oil.
The quest for crude has left a heavy Chinese
footprint in a number of countries where others
have shied away, whether because of violence,
human rights violations or sanctions.
In the broader Middle East, China has helped
develop and expand the oil industry in Sudan, a
nation whose president is under international
indictment for war crimes. It has also signed deals
in Iran.
The result of its efforts is that about half of
China's oil comes from the region. It has ousted
the United States as OPEC kingpin Saudi Arabia's

top oil customer. Saudi Arabia has also set up a
joint venture refinery in China.
Iraq, however, has emerged as one of Beijing's
best hopes for oil in a world where cheap, reliable
sources of new crude are increasingly harder to
obtain.
The country, whose oil sector has been battered by years of neglect, war, sabotage and
under-investment, produces only about 2.4 million
barrels per day - well below its pre-2003 invasion
production levels.
But contracts awarded during two oil and gas
field auctions over the past year are expected to
raise output to as much as 12 million barrels per
day within seven years, according to Iraqi officials. Analysts say those estimates are too ambitious.

