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CHAIRMAN’S STATEMENT

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

| 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, 2002.

In 2002, facing more vigorous market competition with the PRC's
accession to the WTO, the Company was dedicated to develop its
core competitiveness, strengthen its unique edge and achieve the
target of the year which in turn forming a strong and solid

foundation for development.

2002 RESULTS:

For the year ended 31st December, 2002, the Company's
production/sales volume reached 32,787 vehicles, representing an
increase of 8% over the last year. Turnover amounted to RMB3.22
billion, representing a drop of 3% over the last year. Profit after tax

was RMB147 million representing a drop of 44% over the last year.
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CHAIRMAN’S STATEMENT

REVIEW OF OPERATIONS

The competition in the domestic automobile market remained
vigorous in last year. The production/sales volume of commercial
vehicles was in a mildly downward slope, thus sales has dropped
10% in the second half of the year as compared with that of the

first half year.

The Company has achieved encouraging results during the year
through its commitment to the policy to maintain the leading
position in technology and quality, coping with the market
development trend, calm reaction to the irregular challenges from
“imitation” products and strengthening of the measures adopted in
the second half of 2001. Growth in sales were noted in the light-
duty trucks of both N and T series, while promising prospects is
shown for the F Series heavy duty trucks. Our annual aggregate
sales increased by 8% and meanwhile 12% increase was noted for
the second half of the year as compared with the first half of the
year. Sales for the first three months of this year increased by 18%
as compared with those of the same period last year. The

Company shared a healthy and positive development:

1. Capitalization on the competitive strength of Isuzu
commercial vehicles. The major measures taken were:
upgrading product quality and features so as to enlarge the
difference between our products and the “imitation”
products in core competencies such as reliability,
environmental protection and energy conservation; launching
a massive promotional campaign aimed at promoting the
competitive features of Isuzu commercial vehicles, by
educating the end-users on how to identify and select a
quality product. Such measures resulted in a steady

increment in sales.
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CHAIRMAN’S STATEMENT

A total of 20,518 N Series trucks were sold, registering a
28% jump as compared with the same period in last year,
whereas 8,351 T Series trucks were sold, registering a 10%
jump as compared with the same period in last vyear.
Substantial growth in sales is noted for developed areas such
as the Pearl Delta and Yangtze Delta while satisfactory
increase is noted in the western developing areas such as
Xinjiang, Shaanxi and Gansu. This demonstrated the high
quality commercial vehicles conforming to the development

trend and with promising future.

A total of 522 F Series heavy-duty trucks were sold. In order
to form a solid foundation for further development, the
Company is penetrating the key industries like oil, postage,

tobacco, finance, logistics and vehicle-reforming.

Encouraging results is achieved in the development and
fostering of new agents with healthy organization structure.
These new agents grew rapidly with our proactive support.
Currently the new agents in Guangdong, Zhejiang and Jiangsu
contribute a considerable proportion in the aggregate sales in
such provinces. Nevertheless the original agents had not
been neglected. Thanks to the due care and attention paid to
them, a considerable number of the original agents attained
or even broke their historical sales records. The encouraging
growth achieved by both new and original agents created a

healthy market sentiment for the Company.
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3. EEIPIEMIEERR - H 3. “Door to Door" promotion and service launched towards key
BERERFP EMIHHEMRY - customers. Our marketing team paid field visits to over 80
NAEHE R EFRA key customers in the oil, tobacco, postage and logistics
o EE B Y)RER industries to promote our full range of products. In addition,
LITHEBZREMEF our technical support team also offered on site repair and
PIHNH R 2RI ER - @ maintenance services to such key customers. As a result of
B SEHEPHAR LM% these constant and in depth efforts, the Company established
ECRERY  KEBE X mutual trust and strengthened its business ties with key
ATE IFRTREEASE customers as the sales were given a boost.
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CHAIRMAN’S STATEMENT

Upgrading of management and staff quality in accordance
with  foreign competitive standards in quality and
management. Under the support of the Isuzu Corporation, the
Company launched a campaign named “Quality
Enhancement” whereby experts from Isuzu were seconded
to Qingling workshops for months to share with our staff and
workers their management criteria and experience. The
experts also lectured on production, quality and equipment
management to help us to maintain our quality assurance
system, upgrade our technical training program and
technology levels, and ultimately enhance the Company's

competitive edge.
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CHAIRMAN’S STATEMENT

OUTLOOK

The Company enjoys a number of competitive edges in 2003. Our
marketing and sales bases have become more robust and sturdy in
line with the intensification of various effective measures; our
unique competitiveness is taking shape in line with the continuous
enhancement of our technology and management standards; the
commercial vehicle market has become more mature as more and
more high quality products are on demand in line with China’s
accession to the WTO and its sustained economic development.
This will create a prime opportunity for Isuzu light-duty and heavy-
duty trucks. The Company is confident of its efforts in enhancing

market share, profitability and competitiveness despite the existing

fierce competition.
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CHAIRMAN’S STATEMENT

1. To expand the market for Isuzu light-duty and heavy-duty
trucks. Our key initiatives include the continual fostering of
our agents and the expansion of our direct sale customer
base. In doing so, we will optimize our market development
in the eastern zone to maximize the sales growth, while
intensifying our efforts in the expansion of the western zone

to create a new market.

2. To continue to scale the technological peak. We will keep
distancing our products from those “imitation” products and
create a unique competitive edge for ourselves by constantly
upgrading the commodity features of our products, in
alignment with the national environmental requirements and

changes in market demand.

3. To reinforce our “Quality Enhancement” campaign to meet
the strong competition in technology and quality. We wiill
elevate the overall management standard to a higher
platform, improve the techniques, skills and overall
competence of our staff and workers, and equally important,

foster and raise the competitive edge of the entire enterprise.

Confronted with the developments in 2003 and the years ahead,
the Company is fully confident in maintaining its leading position in
technology and quality, in such a way that we can leverage our

accumulated expertise to bring forth satisfactory operating results.
By Order of the Board

Wu Yun

Chairman

Chongging, 22nd April, 2003





