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Sample Test

Part I: Listening Comprehension ( 25% ) (30 minutes)

Section A (10%)

Directions: /n this section, you will hear an interview twice. You can take notes while listening and then
complete the following summary with the exact words you have just heard. After the first play
of the recording there will be a pause of 30 seconds. After the second play of the recording,
vou will be given 2 minutes to check what you have written.

Today, CNN News Anchors, Charles Hodson and Kaushal Patel, report that the world’s largest insurer,
AIG, will disclose __1 _ and is expected to go to the government to ask for more bailout money. If another
government bailout is granted it will be the _ 2  since September and the US government will _ 3 in
the insurer and take more control over its operations. As AIG is _4 _ through dollars already received from
the previous bailout, it finds itself in a quandary. The bailout deal stipulated that the insurer must sell off

much of its __ 5 . However, because of the economic recession, they are having trouble complying with the
bailout conditions.

Reporters claim that today AIG will post a sixty billion dollar loss for the fourth quarter, which may
force it to apply for _ 6  in the court. The DOW Jones and S&P 500 have been hovering _ 7  since
1997 and AIG’s stocks, valued at $49.50 a year ago, closed at 42 cents on Friday.

Hodson and Patel also report that new data today is expected to show __ 8  in personal income. In
addition, factory orders are expected to drop and pending __ 9  are expected to have fallen from the
previous month. Employment data is due out Friday and is expected to show a loss of about __10 _ in

February. Not comforting news for an ailing economy.

Section B (5%)

Directions: /n this section, you will hear an interview. The recording will be played only once. You can
take notes while listening and then answer the questions either with the exact words you have
just heard or in your own words.

11-13. The three main targets presented by Scott for his company are: __11 , _ 12 ,and_ 13

14. What is the percentage of the company’s sales presently abroad?

15. What reason does Scott give for building plants in Asia?

Section C (10%)

Directions: /n this section, you will hear one dialogue and one passage. At the end of the dialogue or the
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passage you will hear some questions. The dialogue, the passage and the questions will be
spoken only once. After you hear a question, you must choose the best answer from the four
choices marked A, B, C and D.

Questions 16 to 20 are based on the dialogue you have just heard.

16. A. 80%. B. 14%.
C. 15%. D. 29%.
17. A. Higher-level professionals. B. Middle-ranking managers.
C. Manual workers. D. Semi-skilled employees.
18. A. Manual jobs. B. Professional jobs.
C. Service sector jobs. D. Technical jobs.
19. A. Hairdressing. B. Education.
C. Health care. D. Retailing.
20. A. 1. T. workers. B. Highly-paid managers.

C. Employees with fewer skills. D. Workers doing traditional jobs.
Questions 21 to 25 are based on the passage you have just heard.
21. A. She wanted to accumulate adequate knowledge of business.
. She wanted to make a difference in her life.
. She wanted to help to prevent the financial crisis.
. She wanted to make people live better.
22. A. Technology companieé. B. Non-profit organizations.
. Financial sectors. D. Service industries.
23. A. Google was a tiny company with 250 employees.
. Google was an ad-supported company.
. Google was lack of money and support.
. Google was about to fail after the bubble burst.
24. A. To make the world more connected.
. To help people become more open-minded.
. To encourage people to share available information.
. To give people the power to share in an anonymous way.
25. A. She had never worked at Apple.
. She was the senior manager of Starbucks.

. She was one of the founders of Facebook.

g now» 0w »dOowE» 000w

. She did not enjoy her work in India.

Part II: Reading Comprehension ( 30% ) (60 minutes)

Section A (20%)

Directions: In this section, you are required to read three passages carefully and complete two types of
tasks. For Passage 1, you should answer the questions in no more than eight words. For

Passages 2 and 3, you should choose the best answer from the four choices marked A, B, C
and D.
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Passage One

When Ford embarked on our transformational plan, it was with clear recognition that Ford’s business
model needed to change dramatically and quickly, if we were going to succeed. Our Board of Directors and
company management knew that “business as usual” would deliver “results as usual”—a steady decline in
performance and a failure to earn returns that would cover our cost of capital much less create positive
shareholder value.

Historically, Ford has operated as four largely separate automotive companies around the globe: (i) a
North American company; (ii) a South American company; (iii) a European company; and (iv) an Asia Pacific
company. Each of these separate companies had its own product development systems, manufacturing
processes, suppliers, and other duplicative structures. While this structure may have made sense when the
automotive industry was in its infancy and communications, transportation, and other infrastructures made
economies around the world more isolated, the separation of our operations has in more recent years led to
unnecessary and inefficient duplication, waste and a failure to realize the substantial benefits of scale
available to a global enterprise such as Ford. )

In recent decades, moreover, Ford expanded into other businesses. At the beginning of this decade, our
brand portfolio included Aston Martin, Jaguar, Land Rover, and Volvo, and we also owned adjacent
businesses such as Hertz and the Kwik-Fit aftermarket parts business in Europe. As we attempted to manage
these and other businesses, our global enterprise became more difficult to manage and we neglected to ensure
that the Ford “Blue Oval” brand retained its luster in all segments and its historical preeminence in all of our
markets as a symbol that Ford Motor Company was there to provide reliable and affordable transportation
for all.

The situation was especially acute in the United States. Throughout the 1990s and into this decade, we
became increasingly dependent in the US market on trucks and large SUVs, which were in heavy demand by
consumers and generated large profits. Many of our competitors, both foreign and domestic, likewise
followed market demand and added more truck and SUV products to their lineups. Our focus on these
vehicles, however, left us exposed in the event of a market shift to smaller, more fuel-efficient vehicles. In
anticipation of such a shift, and inspired by the compelling vision outlined by our Executive Chairman, Bill
Ford, we began to refocus our portfolio earlier in this decade, introducing a new line of mid-size cars as well
as the first hybrid sport utility. When fuel prices shot up rapidly earlier this year, the shift occurred much
more quickly and was much more pronounced than we or anyone else in the industry anticipated.

In addition, we had, over a period of many years, created a labor structure that was uncompetitive with
the foreign-owned transplant operations that had been established in the United States. And, we made small
cars in the United States largely because of a requirement to meet federal Corporate Average Fuel Economy
standards.

Fortunately, within the global Ford enterprise we had models of success on which to pattern a North
American transformation. Both our European and South American operations had substantially completed
transformational plans that had returned those operations to profitability from years of losses. Our European
and South American operations had developed attractive new products, matched capacity to demand and
implemented progressive agreements with labor. Moreover, these markets, with historically high fuel prices,
were primarily small vehicle markets, so we knew that, as a company, we could make attractive small
vehicles that could deliver profits, particularly in a high fuel price environment.

It was with the knowledge of our success in Europe and South America that we developed a new plan for
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our company. Our plan is summarized as “One Ford—One Team ¢ One Plan « One Goal”. One Ford has
firmly established the principle of one global company with One Team, working together as a lean, global
enterprise for automotive leadership, as measured by our customer, employee, dealer, investor, supplier,
union, and community satisfaction.

As part of the One Team approach, we have implemented and continue to implement a disciplined
business plan process to regularly review our business environment, risks and opportunities, our strategy, our
plan, and to identify areas of our plan that need special attention and to pursue opportunities to improve our
plan.

Our One Team and our One Plan are laser-focused on delivering our One Goal: An exciting viable Ford
Motor Company delivering profitable growth for all.

26. What is the essence of Ford’s transformational plan?
27. What are the features of Ford’s traditional operation model?
28. What are Ford’s most profitable products in the US market?

29. Why are small vehicles more attractive in European market?

Passage Two

Why is it that companies that don’t focus on maximizing shareholder value deliver such impressive
returns? Because their CEOs are free to concentrate on building the real business, rather than on managing
shareholder expectations. When A. G. Lafley took over as CEO at P&G, he was comfortable, within the
context of P&G’s culture, telling the shareholders that things would continue to get worse in the near term
because the company needed to fix a number of its business fundamentals, and that would take time. Most
CEOs would be hesitant to send that message to Wall Street and would attempt quick, rather than meaningful,
fixes. And most boards would discourage if not outright disallow such communications to shareholders.

Perhaps the most telling indication of the share-holders’ new status at P&G was Lafley’s decision to
remove the screens that tracked the company’s stock price from its headquarters. These had been installed
throughout the office by the previous CEO to encourage employees to focus on creating share-holder value.
Lafley is by no means alone in realizing the importance of such symbolic acts. Research in Motion, the
company that makes the ubiquitous BlackBerry, did something similar.

Compensation is another key point of difference. When companies aren’t bent on increasing
share-holder value, their boards generally don’t distract their CEOs with stock-based compensation that is
short-term focused or realized at retirement. Short-term rewards encourage CEOs to manage short-term
expectations rather than push for real progress. And rewards priced at the time of retirement only get CEOs to
manage to the finish line. If, like a marathon runner, the company crashes to the ground after crossing it,
that’s someone else’s problem. One has only to look at a historical stock chart for GE to see the impact of
Welch’s retirement-oriented stock compensation. It’s clear that his successor, Jeff Immelt, inherited a
company suffering from the classic problems associated with a fixation on the finish line. Even if he manages
outstandingly, Immelt will have little, if any, chance to get shareholder value back to where it was when he

took over.

The structure of Lafley’s compensation at P&G, by contrast, was indicative of a company with a culture
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of maximizing customer satisfaction. Approximately 90% of his total compensation was in stock options or
restricted stock. While that’s not highly unusual for today’s CEOs, the stock options had a particularly long
vesting period—three years—and a two-year subsequent holding period. Lafley also chose to hold options
twice as long as required and to sell shares only under the restrictions of a planned-sale program. As for the
restricted stock, which represented a significant portion of Lafley’s incentive compensation, none of it
actually vested before or even at retirement. The vesting period will begin a year after his retirement and will
last 10 years. Had Lafley managed shareholders’ expectations to peak at his retirement, only to fall off
thereafter, he would have hurt his own compensation. Hence, for his entire tenure as CEO, he had the
incentive to build the business for the very long term, groom a great successor, and leave P&G in excellent
condition.

Many executives would take exception to compensation arrangements like Lafley’s, arguing that they’d
be unfairly exposed to the mistakes of their successors. That is where culture comes in. P&G’s compensation
system would indeed be unfair in a culture in which compensation is stock-based and short-term-oriented, in
which it is “every man for himself ”. In such cultures, it is difficult to install longer-term compensation, so
the culture inevitably remains “every man for himself ”. However, in a culture oriented toward serving the
customer, a compensation structure like Lafleys makes lots of sense and isn’t difficult to install—and it
reinforces the behaviors that build real value for the long term.

Even when customer value maximization is the primary objective, the culture is right, and stock-based
compensation has exceedingly long vesting periods, the siren call of shareholder value maximization is ever
present. At P&G, Lafley inherited a year-old compensation system that tied rewards for senior executives to
total shareholder return (TSR), which was defined as the increase in share price plus dividends (if reinvested
in stock) over a three-year period. Under the system, P&G’s TSR was benchmarked against that of a peer
group; if the company’s TSR was in the upper half of the group, the executives received bonuses.

Lafley, however, quickly noticed that great TSR performance in a given year was routinely followed by
poor performance the next year, because high total shareholder returns were spurred by a pronounced jump in
expectations that simply couldn’t be reproduced the next year. He came to realize that increases in
shareholder value had very little to do with real business performance and a lot to do with the fertile
imaginations of shareholders, who were speculating what the company’s future might hold. This insight
prompted Lafley to switch the bonus metric from TSR to something called operating TSR, which is based on
a combination of three real operating performance measures—sales growth, profit margin improvement, and
increase in capital efficiency. His belief was that if P&G satisfied its customers, operating TSR would
increase, and the stock price would take care of itself over the long term. Moreover, operating TSR is a
number that P&G’s business unit presidents can truly influence, unlike the market-based TSR number.

Of course, not every company that puts customer satisfaction first will be a P&G. But [ firmly
believe that if more companies made customers the top priority, the quality of corporate decision-making
would improve because thinking about the customer forces you to focus on improving your operations and
the products and services you provide, rather than on spinning lines to shareholders. This does not mean that
you will lose cost discipline; the profit motive will not go away. Managers like profits just as much as
shareholders do, because the more profits the firm makes, the more money is available to pay managers. In
other words, the need for a healthy share price is a natural constraint on any other objective you set. Making
it the prime objective, however, creates the temptation to trade long-term gains in operations-driven value

away for temporary gains in expectations-driven value. To get CEOs to focus on the first, we need to reinvent
the purpose of the firm.
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30.

31.

32.

from

33.

34.

35.

What do we learn from the first paragraph?

A. A. G. Lafley would attempt quick fixes for cultural conflicts after taking over the P&G.

B. A. G. Lafley emphasized that P&G would take time to deal with its business fundamentals.

C. Company boards suggested that companies should totally ban communications with shareholders.

D. Companies should concentrate on maximizing shareholder value to deliver impressive returns.

What does the author mean by the example of Research in Motion?

A. P&G is not the only company that removed the screen tracking stock price from its headquarters.

B. Blackberry becomes ubiquitous after the company removed the screen tracking stock price from
its headquarters.

C. The company is not creating shareholder value by installing the screen tracking stock price at its
headquarters.

D. Lafley realizes the importance of the symbolic act of installing the screen tracking stock price at
its headquarters.

When Jeff Immelt took over GE, the company was suffering from the classic problems that resulted

A. restricted-stock compensation

B. short-term reward expectations

C. historical stock chart expectations

D. retirement-oriented stock compensation

What was Lafley’s unusual compensation at P&G?

A. Stock-based compensation.

B. Stock-option compensation.

C. Short-term-oriented compensation.

D. Shareholder-oriented compensation.

What stimulated Lafley to adopt operating TSR instead of TSR in terms of bonus metric?

A. TSR could be controlled by the managers and shareholders of the company.

B. Stock price would take care of itself over the long term when TSR increased.

C. Shareholder value was associated more with shareholders’ imaginations than with business
performance.

D. Shareholder returns were likely to be boosted by a noticeable jump in expectations the following
year.

What does “not every company that puts customer satisfaction first will be a P&G” (line 1,

paragraph 8) mean?

36.

A. Shareholders expectations are more decisive than customer satisfaction.

B. Customer satisfaction is just one of the crucial elements of a company’s success.

C. Managers should not abandon profit motives when considering customer satisfaction.

D. Companies making customer satisfaction the top priority will never be successful.

What does the author think of customer satisfaction?

A. Focusing on expectations-driven value causes customer satisfaction to decline.

B. Keeping a healthy share price encourages CEOs to put customer satisfaction first.

C. Making customer satisfaction the top priority forces companies to focus on long-term gains.

D. Satisfying customers encourages a company to focus more on expectations-driven value.
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Passage Three

We lowered our long-term rating on the US because we believe that the prolonged controversy over
raising the statutory debt ceiling and the related fiscal policy debate indicate that further near-term progress
on containing the growth in public spending, especially on entitlements, or on reaching an agreement on
raising revenues is less likely than we previously assumed and will remain a contentious and fitful process.
We also believe that the fiscal consolidation plan that Congress and the Administration agreed to this week
falls short of the amount that we believe is necessary to stabilize the general government debt burden by the
middle of the decade.

Our lowering of the rating was prompted by our view on the rising public debt burden and our
perception of greater policymaking uncertainty, consistent with our criteria. Nevertheless, we view the US
federal government’s other economic, external, and monetary credit attributes, which form the basis for the
sovereign rating, as broadly unchanged.

We have taken the ratings off CreditWatch because the Aug. 2 passage of the Budget Control Act
Amendment of 2011 has removed any perceived immediate threat of payment default posed by delays to
raising the government’s debt ceiling. In addition, we believe that the act provides sufficient clarity to allow
us to evaluate the likely course of US fiscal policy for the next few years.

The political brinksmanship of recent months highlights what we see as America’s and policymaking
becoming less stable, less effective, and less predictable than what we previously believed. The statutory debt
ceiling and the threat of default have become political bargaining chips in the debate over fiscal policy.
Despite this year’s wide-ranging debate, in our view, the differences between political parties have proven to
be extraordinarily difficult to bridge, and, as we see it, the resulting agreement fell well short of the
comprehensive fiscal consolidation program that some proponents had envisaged until quite recently.

Our opinion is that elected officials remain wary of tackling the structural issues required to effectively
address the rising US public debt burden in a manner consistent with an “AAA” rating and with “AAA” rated
sovereign peers. Standard & Poor’s takes no position on the mix of spending and revenue measures that
Congress and the Administration might conclude is appropriate for putting the US’s finances on a sustainable
footing.

The act calls for as much as $2.4 trillion of reductions in expenditure growth over the 10 years through
2021. These cuts will be implemented in two steps: the $917 billion agreed to initially, followed by an
additional $1.5 trillion that the newly formed Congressional Joint Select Committee on Deficit Reduction is
supposed to recommend by November 2011. The act contains no measures to raise taxes or otherwise enhance
revenues, though the committee could recommend them.

We view the act’s measures as a step toward fiscal consolidation. However, this is within the framework
of a legislative mechanism that leaves open the details of what is finally agreed to until the end of 2011, and
Congress and the Administration could modify any agreement in the future. Even assuming that at least $2.1
trillion of the spending reductions the act envisages are implemented, we maintain our view that the US net
general government debt burden (all levels of government combined, excluding liquid financial assets) will
likely continue to grow. Under our revised base case fiscal scenario—which we consider to be consistent with
an “AA+” long-term rating and a negative outlook—we now project that net general government debt would
rise from an estimated 74% of GDP by the end of 2011 to 79% in 2015 and 85% by 2021. Even the projected

2015 ratio of sovereign indebtedness is high in relation to those of peer credits and, as noted, would continue
to rise under the act’s revised policy settings.
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Compared with previous projections, our revised base case scenario now assumes that the 2001 and 2003
tax cuts, due to expire by the end of 2012, remain in place. We have changed our assumption on this because
the majority of Republicans in Congress continue to resist any measure that would raise revenues, a position
we believe Congress reinforced by passing the act. Key macroeconomic assumptions in the base case scenario
include trend real GDP growth of 3% and consumer price inflation near 2% annually over the decade.

Our revised scenarios also take into account the significant negative revisions to historical GDP data that
the Bureau of Economic Analysis announced on July 29. From our perspective, the effect of these revisions
underscores two related points when evaluating the likely debt trajectory of the US government. First, the
revisions show that the recent recession was deeper than previously assumed, so the GDP this year is lower
than previously thought in both nominal and real terms. Consequently, the debt burden is slightly higher.
Second, the revised data highlight the sub-par path of the current economic recovery when compared with
rebounds following previous post-war recessions. We believe the sluggish pace of the current economic
recovery could be consistent with the experiences of countries that have had financial crises in which the
slow process of debt deleveraging in the private sector leads to a persistent drag on demand. As a result, our
downside case scenario assumes relatively modest real trend GDP growth of 2.5% and inflation of near 1.5%
annually going forward.

When comparing the US to sovereigns with “AAA” long-term ratings that we view as relevant
peers—Canada, France, Germany, and the UK—we also observe, based on our base case scenarios for each,
that the trajectory of the US’s net public debt is diverging from the others. Including the US, we estimate that
these five sovereigns will have net general government debt to GDP ratios this year ranging from 34%
(Canada) to 80% (the UK), with the US debt burden at 74%. By 2015, we project that their net public debt to
GDP ratios will range between 30% (lowest, Canada) and 83% (highest, France), with the US debt burden at
79%. However, in contrast with the US, we project that the net public debt burdens of these other sovereigns
will begin to decline, either before or by 2015.

The outlook on the long-term rating is negative. As our downside alternate fiscal scenario illustrates, a
higher public debt trajectory than we currently assume could lead us to lower the long-term rating again. On
the other hand, as our upside scenario highlights, if the recommendations of the Congressional Joint Select
Committee on Deficit Reduction—independently or coupled with other initiatives, such as the lapsing of the
2001 and 2003 tax cuts for high earners—Ilead to fiscal consolidation measures beyond the minimum
mandated, and we believe they are likely to slow the deterioration of the government’s debt dynamics, the
long-term rating could stabilize at “AA+".

37. Why did Standard & Poor’s lower the long-term rating on the US?

A. The US public debt was rising but policymaking had become unstable and ineffective.
B. The outlook on the near-term US economic recovery was disappointing.
C. The US government’s economic, external and monetary credit attributes had changed.
D. The recent US economic recession was deeper than previously assumed.
38. Why did Standard and Poor’s remove the US from CreditWatch?
A. There was persistent drag on consumer demand.
B. There were delays to raising the government’s debt ceiling.
C. There was no immediate risk of payment default.
D. There was no effective fiscal consolidation program.
39. What is the problem with US policymaking according to Standard and Poor’s?

A. The debates are long in Congress before any decision is made.
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B. The differences between political parties are too great to resolve.
C. The Administration cannot act without the support of Congress.
D. The federal government is unwilling to tackle structural problems.
40. What is the likely prospect of the US government debt burden?
A. It will disappear with economic recovery.
B. It will remain heavy for years to come.
C. It will soon be out of control.
D. It will continue to increase.
41. What do the revisions to historical GDP data made by the Bureau of Economic Analysis indicate?
A. It will take time for the private sector to rebound.
B. The current US economic recovery will be relatively slow.
C. Drastic measures have to be taken to boost the economy.
D. Slow real GDP growth will worsen the US debt situation.
42. What is the debt situation with America’s peers by 20157
A. They will have a much lower net public debt to GDP ratio.
B. Their public indebtedness will begin to stabilize.
C. Their net public debt burdens will begin to lessen.
D. They will continue to borrow even as the US starts to pay back.
43, What is Standard & Poor’s most optimistic long-term rating on the US?
A. AA+. B. AA. C. AAA. D. AA-.

Section B (10%)

Directions: In this section, you will read a passage about e-tailing. Five paragraphs have been removed
from the passage. You must fill up each of the gaps by choosing from a list of choices A-F the

one which most appropriately fits in (44-48). There is one extra paragraph that you do not
need to use.

Net Gains on the Shop Front

E-tailing can revolutionize your business, but get it wrong and it doesn 't take much for fickle customers
to go elsewhere. —By Gareth Chadwick

Cyberspace is increasingly the location of choice for many retailers. It is not hard to see why. Online
retailing—or e-tailing—is big bucks. The e-tail market is worth £14 bn a year in the UK and it is growing at
an annual rate of between 30 and 40 per cent. In the six weeks leading up to Christmas, over £3.5 bn was
spent online—almost 7 per cent of the total retail spend during the same period.

It is not just online retailers such as Amazon or eBay that have built successful businesses in cyberspace.
A huge number of retailers have some kind of presence on the Internet. Most high street names have fully
transactional online operations. But many smaller retailers are nervous about the potential of e-tailing, often
perceiving it as a risk and an expensive distraction as much as an opportunity.

“1 don’t think they understand the full potential of what the Web can offer,” says lan Bathgate, a
principal lecturer at the University of East London Business School. “ It is not a question of building a nice

website and waiting for the money to come rolling it. It calls for a new business model, which seamlessly



