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CHAIRMAN'’S STATEMENT

Mr. Wu Yun, Chairman and General Manager of the Company
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DEAR SHAREHOLDERS,

I AM PLEASED TO present for your review the annual report of
Qingling Motors Co. Ltd (the “Company”) and its subsidiaries (the
“Group”) for the year ended 31st December, 2000.

The year of 2000 was a critical year in which we consolidated our
experience gained in the previous years and prepared for the
Group's future development. Despite the difficult and complicated
market environment, the Company managed to overcome the
unfavorable conditions and achieve satisfactory operation results
through the adoption of a series of effective measures. The
increasing scale of production/sales volume together with the
significant improvement in efficiency in production further

enhanced the Company’s competitiveness and profitability.

RESULTS FOR THE YEAR OF 2000

For the year ended 31st December, 2000, the Group’s production/
sales volume reached 41,000 vehicles, representing an increase of
2.8% over the last year. The turnover amounted to RMB4,410

million, representing an increase of 18% over the last year. Profit
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CHAIRMAN'’S STATEMENT

after tax amounted to RMB510 million, representing an increase of

13.5% over the last year.

REVIEWS OF OPERATIONS

During the year of 2000, the PRC automobile industry experienced
a slow turnaround of actual demand amid increasingly severe
market competition. In view of this, the Group speeded up the
development of new products, enhanced the proportion of the new
products, which were more profitable and market-oriented, in the
production/sales mix and actively explored the markets, thus
achieving significant growth in production/sales volume, turnover

and profits.

Major measures taken by the Group included:

1. Adjustment of the products mix for greater profitability

° The Company managed to increase the production/sales
volume of multi-purposes vehicle series and the T series
pickup trucks, which are of greater demand and more
profitable. The production/sales volume for the previous
year increased by 29% over 1999, representing an
increase from 32% in 1999 to 40% in the overall

production/sales volume.

o Among 100P trucks and chassises, the Company
boosted the production/sales volume of 100P trucks,
which are more profitable than the 100P chassises. The
production/sales volume of 100P trucks for the year
increased by 7% over 1999, representing an increase
from 75% in 1999 to 89% of the year to the total

number of 100P trucks and chassises.
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Speed-up the development of new products for greater

competitiveness

By making use of the existing production resources, the
Company has developed new specifications and new
functions of various models of automobiles, which meets the
consumers’ need in the PRC market. The Company launched
a range of new models such as the 100P double-row seat
extended model, multi-purposes 2000 model, automobiles
with electronic ignition engines, V6 vehicles, and T series

diesel 4x4 in the year of 2000. The sales of new products

contributed 18% of the total turnover for the year.
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Active exploration of markets for expansion of market share
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To carry out different marketing activities for various
product series. The Company carried out specific
marketing activities for various product series in their
respective target markets in order to capture a
significant regional market share. As the results, the N
series trucks recorded 44% of growth in sales in
Northeast China and Shandong Province; the T series
trucks recorded 31% of growth in sales in Zhejiang
Province and Xinjiang Province; while the multi-purposes

automobiles recorded 1.3 times of growth in sales in

Northwest China and Guangdong Province.
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o To explore the direct users market. The Company has
solicited more than 90 direct users from the key
industries such as telecommunication, petrochemical,
postal, financial and power generation, as well as from
the government merchandising tenders, and achieved a
17% of sales in the overall production/sales volume of

trucks for the year.

o To enhance and upgrade the quality and level of sales
service. The Company has newly established 6 sales
centres in provinces such as Zhejiang and Liaoning for
closer proximity to the market. We also launched zero
mileage delivery programme for distribution of products
to the customers, which provide quality service to the

customers.

Greatly improved internal management

Firstly, the Company continued to strengthen quality control
so as to stringently standardise the production process in
order to ensure product quality. Secondly, the Company set
up a management system for new product development and
upgraded the capacity and level of the technology team.
Thirdly, the Company successfully hedged the exposure of
foreign exchange caused by Japanese Yen appreciation and
achieved the target of exchange rate control and resulted for
a better control of the cost of imported parts and

components.
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FUTURE PROSPECTS

In the year of 2001, the Company, based on the existing
advantages in areas of products, technologies and machinery, will
strive for active exploration of markets and further enhance
corporate competitiveness and profitability in an increasing

competitive environment.

1. Expansion of the market for the N series, T series and multi-

purposes automobiles.

1. The Company will continue to identify the target market,
promote growth in sales, focus on major markets and
launch promotion activities targeting important direct

users to expand the market share.

2. The Company will focus on the specific development of
the N series, T series and multi-purposes automobiles to
reflect the market's diversified demands and promptly
manufacture those series and distribute them to the

market.

2. To launch the Isuzu F series heavy-duty trucks, which reach
the international advanced level at present, to the market to

lay the foundation for the future competition.

1. With the continuously growth of the national economy,
the rapid increase in the number of highways and the

change of means of logistics transportation, the market
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g mMgHEEERE demand for high-quality heavy trucks are keener and
RMFERABEAY - AR keener. The Company is about to complete the
AR MR A TR FR preparation work for the production of Isuzu F series
HI| S A B ) X TH AE heavy trucks and plans to launch them to the market in
ETEIR T HFHEH M the second half of the year. It is expected that the
i - FEHIAS IR K38 58 Company’s competitiveness would be greatly enhanced
RRFFHFRET] © thereafter.

2. FRINEBREHAEEMN 2. The production and investment of the development of F
KE FEHARAR series heavy-duty trucks are principally contributed by
ERAE (EE) BRA the Company, the subsidiaries of Qingling Group and
A8 F A\ FE Ath 4 g other suppliers. The Company mainly makes use of the
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remaining processing capacity of the assembly lines of
N series and T series and also carries out some special
complimentary projects with investment amounting to
approximately RMB360 million for the production of
Isuzu F series heavy-duty trucks. The subsidiaries of
Qingling Group as well as other suppliers have made
their contribution in accordance with their respective
share in the investment and provide related parts and
components for the Company according to the contracts
and original arrangements entered into with the

Company at present.

In order to accomplish the tasks and achieve the goals
mentioned above, the Company will emphasize on two

aspects of works:

Firstly, implementation of strict quality management. The
Company will continuously upgrade the quality of our
products, enhance the management of important areas such
as purchase of materials, manufacturing and finance, strictly
control elements which will affect the cost, and strive for

lowering the production cost.

Secondly, providing in-depth staff training. To adhere the new
goal, various technological and technical training programmes
are to be provided for employees of different fields and with
different technological and technical levels to further improve

their capability.
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HHERRHBUTRE + A& Facing the keen competition ahead, the Group is confident that it
BEELIEERRKSE 2 will increase its competitive edge, make efforts to build up a
BEEEENERED 25 modernised enterprise specialised in the production of commercial
R — iy e - KRR automobile with advanced technologies, skillful staff, stronger
R -BEEREHFES - 8 competitiveness to meet the challenge emerging after the entry of
2T AE] B IR R WTO, and achieve better operating results by capturing the
AELE  AEFEENEZ development opportunities.
EEE o
EEEZD By Order of the Board
2 = Wu Yun
EER Chairman
EE —TT-FWOA_+H Chongging, 20th April, 2001
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