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CAT Takes Charge For China Mismanagement
The Associated Press
PEORIA, Illinois (AP) — Caterpillar Inc. said Friday that it found deliberate
"accounting misconduct" at a recently acquired company in China.
The U.S. based construction and mining equipment company has removed several
managers at the company and will take a non-cash $580 million charge in the
fourth quarter tied to the misconduct.
Caterpillar said that an internal investigation of coal mining company ERA Mining
Machinery Ltd. and its subsidiary Zhengzhou Siwei Mechanical & Electrical
Manufacturing Co. Ltd. uncovered the issue.
Caterpillar, based in Peoria, Illinois, acquired ERA and Siwei last year. Siwei makes
roof-support equipment for mining customers in China.
Caterpillar determined that several Siwei senior managers were involved in the
accounting misconduct for several years before the acquisition. It said they were
trying to overstate the profitability of Siwei prior to the deal.
Caterpillar has put a new leadership team in place and moved manufacturing to
another division led by a long-time Caterpillar employee.
"The actions carried out by these individuals are offensive and completely
unacceptable," Caterpillar Chairman and CEO Doug Oberhelman said in a
statement. "This conduct does not represent, in any way, shape or form, the way
Caterpillar does business or how we expect our employees to work."
The company said that despite these actions, it continues to believe the Siwei
acquisition is aligned with its strategy to expand in the Chinese coal mining
industry.
Caterpillar said it does not expect the matter will have a significant impact on 2013
revenue or profit. It will provide a 2013 outlook on January 28 when it reports
quarterly results.
Caterpillar shares fell $1.51 to $96.11 in after-hours trading. The stock closed at
$97.62, up $1.92, in the regular session.
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