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PART A: Vocabulary

Directions: Choose the word or the phrase (1), (2), (3), or (4) that best completes the blank. Then
mark the correct choice on your answer sheet.

I-  Animal welfare science is an emerging field that secks to answer questions —---------- -—
by the keeping and use of animals.
1) raised 2) resolved 3) settled 4) evolved

2-  The low soil fertility problem can be ~=----- by applying the appropriate lime and
organic fertilizers.

1) traced 2) preceded 3) mitigated 4) necessitated

3-  The chef furnished his assistant with very explicit instructions regarding the —-----eeeeeuee
to be used for the new dish.
1) properties 2) aesthetics 3) ceremonies 4) ingredients

4-  The problem of power cut was so important that we decided not to bother about the
other -—---eeeeeeee- - issues that were not much of a eoncern at that time.
1) gradual 2) peripheral 3) tranquil 4) lucrative

5-  Everybody knows that Ted is a chronic procrastinator; he --------------- puts off doing his
assignments until the last minute.
1) spontancously 2) marginally 3) habitually 4) superficially

6- The world's governments have made a joint -----eeeeeeeeee to significantly reduce
greenhouse gas emissions by the year 2030.
1) malady 2) determination 3) involvement 4) pledge

7-  Scientists do their best try to —=----emeeeeee themselves from their biases and be objective.
1) detach 2) delete 3) ignore 4) strengthen

8- The local businessman accused the newspaper of defaming him by publishing an article
that said his company was --—--—----—--- managed.
1) seriously 2) centrally 3) poorly 4) crucially

9-  Landing a plane on an aircraft carrier requires a great deal of ---——----——-----/ as you can
crash if you miss the landing zone by even a little bit.
1) determination 2) precision 3) rationality 4) consultation

10-  New growth of the body’s smallest vessels, for instance, enables cancers to enlarge and
spread and contributes to the blindness that can ----------—--—- diabetes.

1) cause 2) halt 3) identify 4) accompany
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PART B: Cloze Passage

Directions: Read the following passage and decide which choice (1), (2), (3), or (4) best fits each
space. Then mark the correct choice on your answer sheet.

Estimates of the number of humans that Earth can sustain have ranged in recent
decades from fewer than a billion to more than a trillion. (11) =—=eeeeeeeeeex, since
“carrying capacity” is essentially a subjective term. It makes little sense to talk about
carrying capacity in relationship to humans, (12) - and altering both their
culture and their physical environment, (13) ===-mmmmemmm- -- can thus defy any formula
(14) ==—==ememeemee the matter. The number of people that Earth can support depends on
(15) =====emmemmmm—, on what we want to consume. and on what we regard as a crowd.

11- 1) Itis probably unavoidable that such elasticity
2) Such elasticity is probably unavoidable
3) It is such elasticity probably unavoidable
4) That it is probably unavoidable for such elasticity

12- 1) that adapt their capability 2) whose capability is adapted
3) who are capable of adaptation 4) who are capable of adapting
13- 1) therefore 2) because 3) and 4) next
14- 1) might settle 2) might be settling
3) that might settle 4) which it might settle
15- 1) how we on Earth want to live 2) Earth where we want to live
3) where we want to live in on Earth 4) where do we want to live on Earth

PART C: Reading Comprehension:
Directions: Read the following three passages and answer the questions by choosing the best

choice (1), (2), (3), or (4). Then mark the correct choice on your answer sheet.

PASSAGE 1

One of the cornerstones of ship finance is the fact that the loan or investment is
secured by ships, which are negotiable assets, and in the event of a default or business
failure can be seized by the creditors and sold. However, the realizable value of this
security depends to ‘'some extent on the practical ability of the mortgagee (or
bondholders) to recover the assets. and it is worth briefly considering some of the
issues which this raises. The following comments refer mainly to situations where a
borrower defaults on its debt obligations by failing to make the payments required
under the loan agreement.

Because ships trade internationally and may be in a remote part of the world when
the problem arises. the first practical issue in dealing with a default is to obtain
accurate information about what is actually going on. The borrower is not impartial, so
other information sources are needed if only to check the accuracy of information
being provided. With large sums of money at stake, the situation can also change very
rapidly. especially where other creditors are involved, so prompt action can play an
important part in resolving the situation favourably. Broadly speaking, there are three
ways a lender can minimize this sort of risk: by monitoring the performance of the
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16-

17-

18-

19-

20-

borrower to give early warning that the risk of default is increasing: by putting controls
in place to protect the lender’s interests when things start to go wrong: and by having a
well-thought-out strategy for managing any defaults which occur.

Monitoring the performance of a borrower is a delicate matter, but early warning of
problems helps because by the time a default occurs some of the options for dealing
with the situation are no longer available. Regular monitoring of vessel values against
a minimum value clause in the loan documentation provides a warning of market
weakening and can trigger a dialogue with the borrower in a falling market, though
establishing the precise value of ships held as collateral can be contentious if the
valuations obtained by the owner and banker are different. Obviously this does not
identify problems caused by mismanagement. Some banks routinely check the
financial strength of borrowers by a periodic review of the company’s whole business.
especially in a weak market. This is not easy but it may give early warning signals that
things are not going well for the business as a whole. Another tactic is to inspect the
ships regularly and look for signs of cash shortages — for example, a lack of spare parts
or neglected maintenance. But this is expensive and requires a certain amount of tact.

Choose a, b, ¢, or d which best completes each item

If a business fails in a ship finance, what can the financial institute or a lender do?
1) Detain and sell the ship 2) Secure the asset

3) Seize the creditor 4) Secure the investment
In case of a default, what is the first action?

1) Obtain accurate information from banks

2) Obtain accurate information from lender

3) Obtain accurate information from borrower

4) Obtain accurate information from other sources than the borrower
How can a lender reduce the risk?

1) Putting controls in place to protect the lender’s interests

2) Monitoring the performance of the borrower

3) having a well-thought-out strategy

4) All of the above

If a default occurs, what is the best option among the available ones?
1) Putting controls in place to protect the lender’s interests

2) Monitoring the performance of the borrower

3) having a well-thought-out strategy

4) All of the above

How does a lender regularly check the financial liquidity of a borrower?
1) By monitoring his ships” spare parts and maintenance

2) By close monitoring his ships at all times

3) By checking his bank accounts

4) By reviewing his company’s whole business from time to time

PASSAGE 2:

During the cargo liner era, a centralized system was developed for handling pricing.
Liner conferences conducted the price negotiations, usually with a central body
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21-

representing the shippers, for example a shippers™ council. They would meet regularly
to negotiate rates and agree “general rate increases’. Outsiders, whether a small or a
large part of the trade, followed an independent pricing policy. The introduction of
containerization has diluted this process. Conferences still exist. but the price-making
has become less structured, passing to a variety of discussion agreements, alliances
and negotiated service agreements.

Liner companies generally try to base their pricing policy on the dual principles of
price stability and price discrimination. The desire for price stability is obvious. Liner
companies have fixed overheads, so why not fix prices? Anyway. with so many
customers, negotiating every price is not practical. Ideally, once prices are set, they
should change only when there is some valid reason. such as a change in the cost of
providing the service or a major change in the underlying unit costs. The case for
commodity price discrimination is equally obvious. Charge higher rates for
commodities which can bear the cost. and discount low value commodities to attract a
wider range of cargoes than would be economic if there was a single standard freight
charge. By increasing the volume. this permits larger ships.and meore regular sailings.
In this way, the pricing policy supports the provision of a better service:package for all
customers. though the role of cross-subsidization remains one of active debate. The
second type of price discrimination is between customers. Large customers, with
whom it is worth negotiating, can be offered special discounts through service
agreements.

For many years, liner companies would set tari{f classes and produce a rate book
listing the tariff class to which each commaodity belonged. The freight rate for a cargo
was worked out by looking up the tariff for the commodity in the rate book,
multiplying by the amount to be shipped. say 209.5 cubic metres. calculating the total
freight and adding any additionals. However. containerization undermined this system
by commaoditizing the trade. If the tariff worked out at $10,000 to ship a 20 ft container
when the shipper knows that boxes are being shipped on the same service for $1,500,
it is bound to cause price resistance and many liner companies now charge a standard
box rate or apply a ‘freight all kinds” tariff. But the fact remains that some shippers are
more price sensitive than others. An auto parts distributor might value reliability and
service more than the shipper of a price-sensitive product such as cellophane rolls who
just wants the cheapest freight. In a business offering a differentiated transport product
there is certainly a case for a'degree of price discrimination, but this can only work if
the product and the pricing system can be adapted to the client’s needs. One response
has been to transact far more business through service agreements negotiated with
each the customer and to offer a range of value added services. Ultimately, it is a
matter of what the market will bear, and whether the companies can find a form of
service differentiation that shippers will pay for.

Choose a, b, ¢, or d which best completes each item

What was the pricing method for liner services?
1) Price negotiation 2) Centralized
3) Council pricing 4) Variable pricing
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23-

24-

25-

The price negotiation is carried out between and :

1) Shippers™ council and shipowner

2) Shippers’ council and shippers

3) Liner conferences and shipowner

4) Liner conferences and shippers’ council

On what principles, are the liner shipping pricing policies based on?

1) Price stability and price discrimination 2) Market stability and discrimination

3) Ship stability and discrimination 4) Dual principals
Why isn’t it possible to negotiate price in liner system?

1) Variety of customers 2) So many customers
3) Less customers 4) Fix customers

When is it possible to change the prices in the liner system?
1) There is a change in the cost of providing the service
2) There is a major change in the underlying unit costs

3) There is some valid reason

4) All of the above

PASSAGE 3:

Valuing ships is one of the routine tasks undertaken by sale and purchase brokers. A
merchant ship is a substantial physical asset and values. can change rapidly, so
investors and bankers need to check how much the asset thev are buying or financing
is really worth. Valuation procedures are well established in the industry and merchant
ships are bought and sold as ‘commodities’, so obtaining valuations does not usually
present a particular problem. The banker. owner. or iavestor can call up a broker and
receive a valuation certificate within a few hours, However, like any valuation process
there are hidden complexities. which the prudent banker/investor takes into account.

The valuation establishes how much the ship is worth at a point in time and it has
five common uses. The first is to establish the current market value of a vessel being
purchased or offered as collateral against a loan. When drawing up a loan agreement,
bankers seek an independent “collateral value’ of the ship. Second. loan documentation
often includes a ¢lause requiring the borrower to maintain collateral at a prescribed
level. If a merchant ship is held as part of the collateral package. it is necessary to
update the market value of the vessel to establish whether the collateral conditions are
being met. A third use is to establish the market value of the fleet owned by a company
making a public offering or issuing a bond, and the values will appear in the related
documentation, for example the prospectus. Fourth, companies publishing their
accounts may include a current market value of the fleet. Finally, an investor buying a
secondhand ship may obtain a valuation as a check against the price, especially if there
is not much else on the market.

Shipbrokers are the main source of valuations. For a fee. most shipbroking
companies will issue a certificate indicating the market value of a named vessel. The
first step in preparing a valuation certificate will be to consult the shipbroking
company’s reference databases to establish the ship’s physical characteristics and
recent sales of similar ships. including vessels currently in the market.
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27-

28-

29-

Who is responsible for valuing a ship?

1) Shipbroker 2) Scrap market broker

3) Freight market broker 4) Shipper

Who issues the valuation certificate?

1) Broker 2) Banker 3) Investor 4) Owner

What is the fifth use of a valuation certificate?

1) a check against the price

2) For companies to publish their accounts

3) Updating the market value of the vessel

4) Drawing up a loan agreement

Why does a banker seek an independent ‘collateral value’ of a ship?
1) To use it as security against a loan

2) To update the market value of the vessel

3) To meet collateral conditions

4) To maintain collateral at a prescribed level

What is the procedure in preparing a valuation certificate?
1) Consulting the shipbroking company’s databases

2) Establishing the ship’s physical characteristics

3) Establishing recent sales of similar ships

4) All of the above
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