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Explanation of Editing

Time period of the Report:

It is mainly focused on the sustainable
development activities of Yuchai Group in
various aspects during Jan. 1st -Dec. 31st,
2008, and also includes relevant activities
before this period when necessary.

Release Cycle of the Report:

The 2008 Sustainable Development
Report is an annual report, and Yuchai will
release  sustainable  development  report
annually onward.
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EDDB Sustainable Development Report

Guangxi Yuchai Machinery Group Co., Ltd.
Yulin China

Coverage of the Report:

It takes the sustainable development
activities of Yuchai Group as the main
theme, and also introduces relevant
information  about the branches  and
subsidiaries of Yuchai Group.

2008 Sustainable Development Report

Status of Previous Report Releases:

The Group released its first 2007
Sustainable Development Report in June,
2008.

Green development
and all win in harmony

2007 Sustatnuble developmient repuort

Major Changes in this Report’s
Structure and Content:

This report is the second sustainable
development report of Yuchai Group. Based
on the comprehensive elaboration of the
Group’s sustainable development evolving
history and current state in 2007, the Report
mainly concentrates on 2008 sustainable
development strategy, activites and major
achievements. The focus is on the
information of the Group’s efforts to improve
production organization, and environment
protection by carrying out the strategy of
“Green Development”.
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Address by Chairman of the Bureau of Directors

2008 is an umswl year. I n this year of tremendos hope and dream, the
Yuchai people went through tough challenges and tests, and transformed the
sdenn commitment of “ bulding another Yuchai within three years” into an
actml magnificent scrdl of reality. (phdding the philasophy “ Green Devel opment
and All Wn in Farmony’, Yuchai people faced up to the crisis and challenges
with determination and calm.

Fufilling the social responsibility is the representation of a company s
participation and integration into the swstainable development efforts of the whde
society, the fomndation of achieving “ all win in harmony’ philsophy between the
company, cwtomers, business partners, employees, conmumnities, society and
environment, as well as the basis of swtainable development for the company
itself. I n the process of economic globalization, the bwsiness circle commits to
enhance competitiveness, and reviews economic, environmental and social
performance in the cowrse of growth. The swstainable development is attracting
increasing attention as part of the strategy to elevate corporate competitiveness.
The swtainable development emphasizes the enterprise’s contribution to the
community and the environment, the “ swtainable development wvalue” of products
and services is the key basis to measwre a company s contribution in that regard.
Such philesophy reflects enterprise’ s longterm growth praspect in a more hdistic
manner, and plays an important role in nmintaining and strengthening enterprise’
s swtainable bwiness operation. Therefore, social responsibility and swtainable
development concept inevitably became the value orientation running through
Yuchai’ s corporate strategy, growth, business operation, and other activities.

As a large whdly stateowned diesel engine enterprise that maunfactures diesel
engine as the core bwsiness, Yuchai has made great efforts in establishing and
implementing green growth strategy, and actively responded to wvarios issues
surounding swstainable development. As a member of “ Uhited Nitions Global
Compact”, Yuchai  Group always pays great attention to the swstainable
development, and has achiewed prominent economic, environmental and social
benefits through process improvement, science and techndogy innovation, improved
staff awareness of environment & resources, comprehensive resource utilization, and
energy-saving & consumption-—reduction.

The global financial tsunami is spreading at a quicker pace, with impact on
auromobile indwstry beyond expectation; Yuchai will face tough challenge of the
crisis. Yuchai people will transform the crisis into opportunity, and continuosly
carry ot the peopleoriented, comprehensive, coordinated and swstainable concept
of scientific development; we will take optimizing product structure as the core,
vigorowsly develop high-quality and newtype products, and elewate product grade;
we will continuosly improve indigenos-innovation capability, strengthen competitive
advantage; we will optimize the process streanmline operation, reduce cost and
increase efficiency, and improve capability in value creation and risk management;
we will sdidly advance the construction of planned prgects, and enhance overall
contrd and influence; we will encarage entire staff to actively engage in
environment protection, and intensify international cooperation. Qr utimate aim
is to buld the Yuchai Growp into highqulity engine manufacturing base with

stronger core competitiveness and more environmental friendly culture.



Yuchai Group released its first swtainable development report last year, offering detailed
description of Yuchai's swstainable development concepts and activities which attracted the
extensive attention and commendation from all walks of life. The 2008 Swstainable Devel opment
Report takes the of Uhited MNitions’ Global CGompact principles as reference, and provides
comprehensive explanation of “ Green Dewvelopment and All Win in Hirmony’ concept, with
highlights on efforts of Yuchai to lead the engine indwstry with green power, and on adjustment
of the corporate governance based on new corporate strategy, as well as on the development of
all win in harmony relationship” between staff, customers, suppliers and comnumities and
other stakehdders. Yuchai cannot develop without public support, assistance and motivation, on
behalf of all staff, I woudd like to express gratitude to those people of all circles who are
caring and supporting to Yuchai. Yuchai will develop green power in full steam with even
greater efforts to repay the concern and support shown by the public.

Chairman of Bureau Y P :
of Directors Yuchai Machinery Group Co., Ltd. an ng
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= Picture of Yuchai Power Mansion

® Yuchai—China’s Green Power Capital

® Achieved the goal of “building another Yuchai in three years” on time
® Continuously elevate its position in the industry




Yuchai—China' s Green Power Capital
=il
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Yuchai Heavy-duty Diesel Engine Assembly & Trial Workshop

Founded in 1951, Yuchai Group is located in Yulin,
Guangxi, which enjoys the fine reputation of being
“ancient prefecture for thousands years & capital in the
south of the Five Ridges”. Yuchai Group is a
state—owned company, and now possesses 31

Production Capability

solely—owned, holding or equity—participating subsidiaries,
employs 17000 staff and has a total assets of 13.5
billion RMB. As the largest independent production base
of diesel engines in the world, Yuchai is known as the
“China’s green power capital”.

Operation Management

The core business of the Group is composed of six
sectors, i.e. diesel engines, construction machinery,
automobile parts, automobile chemical industry, logistic
machines, and special purpose vehicles Yuchai Group is
the largest independent production base of diesel
engines in the world and the largest production and
export base of small-sized construction machinery in
China; Yuchai high—grade lubricant occupies half of the
high—-grade diesel engine market in China; the
automobile parts business has achieved international or
domestic advanced level; and Yuchai modern logistics
system provides the service in the whole country.

rr e

Upholding the road of green development, considering
technology as the guide, basing on products, talented
people and operating mechanism and taking strategy,
culture and property as the bond, the Group pushes the
enterprise forward rapidly in a sustained and healthy
way by adopting the advanced information technology,
introducing splendid performance results evaluation
mode, implementing full staff operation and overall
budget management, carrying out the brand strategy
and constant, and continuously reforming & innovating.
In recent years, Yuchai has achieved high—-speed growth
of the average over 30% per year, creating the unique
“Yuchai Phenomenon” in the whole industry.

Yuchai Heavy—duty Diesel Engine Workshop

2008 Sustainable Development Report
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Overview of the Company

Technology R&D

In cooperation with world famous scientific research
institutions in Germany, Austria, UK, USA, Japan, etc. and
dozens of famous universities in China, such as Tsinghua
University, Tianjin University, Shanghai Jiaotong University,
etc. to establish the product R&D centers or working
stations, Yuchai has built a strong R&D platform which
focuses independent technology R&D, connects world
leading technologies, and takes advantages of outside
resources to serve inside development. In recent years, the
Group has got two national “863” high-tech research
projects; participated in compilation of several national or
trade standards, put on the market first diesel engines up
to N-Ill and N-IV standards and ones for passenger cars,
and developed the first diesel engine up to N-V standard
in China. It has constructed a platform for serials and
various products which cover wide power range and large
application scope.

Marketing Service

Yuchai Group’s operation and business has already
spread over the country, and expanded to Asia, Europe,
America, Africa, and Oceania; and established 36
domestic & overseas offices, 1400 service stations, and
almost 600 providers of machinery parts, forming the
most perfect marketing service network. Its engines cover
all automobile engine factories, construction machinery
factories and agricultural machinery factories in China,
and it has maintained good cooperative relations with the
main enterprises in automobile industry, construction
machinery industry, agricultural machinery industry, and
shipbuilding & power industry. Its products are salable in
China mainland and more than 30 developed countries
and regions in Europe, America and Asia and its diesel
engines have been sold more than 2.5 million.

Company Name:
Guangxi Yuchai Machinery Group Co., Ltd.

Company Address:

No. 1 in Yuchai DaDao, Yulin City, Guangxi
Post Code: 537005

Tel.: 0775-3289168

Fax: 0775-3288168

Customer Service Hotline: 95098
Chairman of the Bureau: Yan Ping
Foundation Year: 1951

Major Businesses: diesel engine (including
generator set), construction machinery, special
vehicles, lubricant, automobile parts and
modern logistics

Number of employees: 17000
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In 2008, the sales volume of Yuchai Group exceeded of financial crisis. It has honored its solemn =
20 billion RMB, standing at 20.988 billion RMB, the goal commitments of “loyalty, responsibility, passion and
of “building another Yuchai within three years” has been innovation”.
achieved on time. Compared with 2005, the sales income 90
of Yuchai Group increased from 12.137 bilion RMB to “Building another Yuchai within three years” is far 253
20.988 billion RMB, an increase of 72.92%; the production beyond the concept of the usual “operation scale”, but Sg 5
and sale of diesel engines were 550,000, increased by with more connotations. These mainly represent on that EEg
107.17%, seizing the first place of production and sale in the operation quality, elements and gifts of the enterprise <%o
the industry in China and realizing double—digit growth for have developed to the higher level, and the enterprise -
the latest eight years. has laid a more solid foundation for accomplishment,
capability, human resources, mechanism and other
In 2008, Yuchai Group overcame the challenges of aspects, to provide strategic support for the further 00
the snow disasters in Southern China and the pressure development of Yuchai Group. gg
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2003-2008 Yuchai Business Performance thousand RMB
350
Year $2%
: 2003 2004 2005 2006 2007 395
Indicators 585
E
Salesincome (after-tax) | 6,945,474.7| 10,704,714.1 12,137,506.1 14,173,552.9| 18,359,063.4 20,988,187.4 < “-’g
3
i ]
g)‘r’ge_gg'”ess fVeNnue | 5773,826.6| 8,9732754| 9,898,269.1| 11,307,338.8| 14,883781.8|  16,889,833.0 2
Gross margin 992,689.6 1,068,629.6 706,689.4 913,016.7 1,531,977.1 1,747,087.3
Total assets 5,550,677.0 8,173,999.6 9,588,651.0 9,677,177.7| 11,913,268.2 12,966,283.0 gg
Total liabilities 2,919,619.1 4,873,437.0 6,059,821.7 5,938,358.5 7,130,474.4 7,522,527.0 §§
(1)
Assets and =
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2005-2008 annual sales income
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Continuously elevate its position in the industry

Thanks to the strategic transformation, cultural change,
technological innovation and management improvement of
the Corporate, Yuchai continuously elevate its position in
the industry for years. In 2008, the standards of Top 500
Chinese Enterprises were increased dramatically, but the
rank of Yuchai Group still elevates obviously. It ranked
257th of Top 500 Chinese Enterprises, 135th of Top 500
Chinese Manufacturers, and 22nd of Top 500 Chinese
Machinery Enterprises, which were 12, 7 and 2 higher
respectively than that of the year before.

Due to its important position and influence in the
industry, Yuchai has participated in the formulation of 14
national standards, and acquired the qualificationsof
secretariat unit for “HSSE Working Group of National
Internal Combustion Engine Technical Committee” and
“Electronic Control Working Group of National Internal
Combustion Engine Technical Committee”. It is also in
charge of coordinating between HSSE Working Group of
National Internal Combustion Engine Technical Committee
and the Electronic Control Working Group of National
Internal Combustion Engine Technical Committee in the
capacity of secretariat. Meanwhile, it has also participated
in the preparation and drafting of relevant standards as a
member of the core Working Team on fuel economy
standard of national commercial vehicles. In recent years,
it took the projects such as “863 development of diesel

engine for heavy commercial vehicles”, “863 CNG engine
product development for large buses”, “863 technological
development of diesel engine for cars” and “863
development of hybrid—power special diesel engine”, etc.,
and the ethanol diesel engine development project
required by Guangxi Science and Technology
Commission. These projects are going smoothly.

After involving in the amendment of the Hydraulic
Excavators—-Technical Specifications, which was an
important national standard of hydraulic excavators in

2005, Yuchai Group participated in amending another
important standard of hydraulic excavators, Hydraulic
Excavators—Test Methods, and was listed as the

responsible drafter for the standard in 2008.

Yuchai Awards and Honors in 2008

Award . - 77 7]
. Award (Honor) Title Award Issuer (confirmer)
Time m
01/2008 g%r']%larl D piaite it e Ciluesn [listy e B ) Chinese Industry Forum Organizing Committee
. n - N Academy of International Trade and Economic Cooperation under Ministry
&
02/2008 Enterprise Credit Certificate (Grade AAAQ)) of Commerce of the P.R.C.
@ T . China Enterprise Evaluation Association, China Human Resource
LLEueE UEp il emtargses I ot Tl Development Association, CEHRA Organizing Committee
05/2008 Advanced Unitin the 7th “Spring Bud Project” in Guangxi VLGN ©) e Sl @ Qi ,Zhuang GUETOIES (REL
Guangxi Children and Teenagers’ Fund
06/2008 Top 100 Excellent Unit of National Enterprises Education Top 190 Excellent Unit of National Enterprises Education Organization
Committee
07/2008 China Automobile Service Five Star Brand China Automotive News
07/2008 Top 500 in Chinese Machinery Enterprises China Machinery Enterprise Management Association (CMMA)
. China Enterprise Confederation (CEC),
08/2008 Top 500 Chinese Manufacturers China Enterprise Directors Association (CEDA)
. . China Enterprise Confederation (CEC),
UHETTE VLl Eillisss 2 s e China Enterprise Directors Association (CEDA)
09/2008 Guangxi Excellent Credit Enterprises Guangxi Excellent Credit Enterprises Evaluation Committee
10/2008 100t An_nlversary Helfie e e e (ess el China Internal of Combustion Engine Industry Association (CICEIA)
Combustion Industry
10/2008 Excellent Enterprise Special Award of the 30th Anniversary for China Association for Quality, All-China Federation of Trade Unions
quality management (ACFTU), etc.
Excellent Unit of National Enterprises Culture in 30 years of ] .
11/2008 reform and opening up China Corporate Culture Institute
Excellent Enterprise of Implementing Performance Excellence . e .
11/2008 Model in China China Association for Quality
11/2008 “China Quality Award” (confirmed three years after winning) China Association for Quality
. Asian Brand Construction Association, Forbes Asia—Pacific Brand
12/2008 Top 500 China Brand Research Center
12/2008 Top 10 China Independent Innovation Brands China's Top Ten Landmark Brands Organization Committee
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1
B sustainable Development Philosophy

“Green Development and All
Win in Harmony” is the historic
orientation , the ideological
foundation for culture building,
the behavioral guidelines for
development, as well as the
general strategic program for
business activities of Yuchai in
the new era.

As a leader in China

internal combustion engine

industry, Yuchai Group

always insists on

independent innovation,

dares to be the first mover,

takes responsibility of

promoting national industry,

creatively puts forward the

core philosophy of “Green

Development and All Win in

Harmony”, and builds

famous brand to achieve

sustainable development of
the Group. This
philosophy has become a
consensus of 17000 Yuchai
employees, and has been
generally recognized by people
from all social circles.

® Lead the Development of Yuchai with the core value of
“Green Development and All Win in Harmony”

® Released Sustainable Development Report
@ Joined in United Nations’ “Global Compact”
@ Attended ISO Social Responsibility Working Group Meeting

11 2008 Sustainable Development Report




Lead the development of Yuchai with the core value

of' Green Development and All Win in Harmony’

“Green Development and All Win in Harmony” is the
core philosophy of Yuchai, it shows that Yuchai
shoulders its social responsibility by providing green and
environment-friendly products to the public, and pursues
healthy and sustainable development of the Corporate to
realize harmonious coexistence of employees,
corporation, society and nature, and achieve win-win
situation among all interested parties.

“Green” is Yuchai’s outlook on the responsibility.
Yuchai considers it as its own duty to take the path of
green industrial development and to provide green power
and green machines with high ratio of performance to
price.

“Development” is Yuchai’s outlook on the excellence. It
includes the following aspects: to strengthen the core
business; to upsurge the potential business; to expand
related industrial chain; to complete Yuchai ’s global
configuration; to build Yuchai into a world famous brand,
and to become a large transnational enterprise.

Yuchaif’'s; Safety,
Philosophy:
Respect life and put
safety first

generous hlghly educated
and wellZcultivated

-

YuchaigsgMission:

Providingfexcellentffand
advanced JOCNES
to meet demand?

honest quality,

—

Yuchal S Marketmg
hy;

Yuchai Core
Philosophy:

Green Development
and All Win in
Harmony

YuchaigsEResponsibility,

“Harmony” is Yuchai’s outlook on humanity. It is to
construct basic elements of harmony; to bring up
Yuchai’s culture featured by loyalty, fraternity,

coordination and healthiness to have both enterprise and
staff in an optimized situation.

“All Win” is Yuchai’s outlook on the value. It is the
business philosophy and strategy for the survival and
development of Yuchai. The idea of “win-win” runs
through the whole course of Yuchai’s development. It is
to share the achievements of the enterprise with
interest-related parties and the society to realize
long-term win—-win situation.

The establishment of the core philosophy of “Green
Development and All Win in Harmony” shows Yuchai’s
strong sense of social responsibility and enterprising
spirit. It will continuously lead Yuchai to a new level and
make new achievements on the path of building
transnational enterprise and boosting national automotive
industry.

Yuchai’s

Thoughts':

Excellent quality;
international Yuchai

o

Vigems

MakingRYuchai' a’ world
famous” brand in/ the, world}
building Yuchaiffalllarge
transnational corperation

YuchaililleamBBuilding Concept:

aflhigh—qualityAteamj of
cadresallmanagement’ teamiwith
Ibrilliant} performance and¥a
~ creativellaboraforce

2008 Sustainable Development Report

Auedwo) ayy

9JUBUIdA0D)

Aupqisuodsau

uoneisadoon jswdojanaqg ERITNETS
Jawojisn)

uaziy ejesodio)

suolssi|\| pue

12

Aydosojiyd
jusawdojanaqg

|e1os smoys

juswdojenaq uaain

a|qeulelsng JO MBINIBAQ

ajelodio)

ssauisng @aAojdwy

JU3||89x3] ue ag

s|eon 600C



Auedwo) ayy
JO MB3IAIBAQ

Aydoso|iyd
juawdojanaq
a|qeuleisng

2oueUIdNOD)
ajelodio)

|e1vos smoys

Aujqisuodsau
juswdojanag usain

ERITNETS
Jawolsn)

juawdojanaq
@aAojdwy

uonesadoo)n
ssauisng

uaziyy aeisodion
Jua||99x3 ue ag

suolssi|\| pue
sjeod 600¢

Released Sustainable Development Report

Press Conference and Seminar Site

Yuchai Group officially released Green Development and
All Win in Harmony—2007 Sustainable Development
Report in Beijing on June 26th, 2008. This report referenced
the “Sustainability Reporting Guidelines” of the Global
Reporting Initiative (GRI) and the “Global Compact”. It is the
first sustainable development report released by Yuchai
Group, and it is an important symbol that Yuchai Group
actively fulfills its social responsibility and consciously accepts

social supervision.

Famous domestic experts on social responsibilities gave
high evaluation of this sustainable development report by
Yuchai Group; the report takes “Green, Development,
Harmony and All Win” as the philosophy and guidelines of
Yuchai Group in fulfilling social responsibility, and it is the
reflection of implementing scientific vision of development. It
adheres the principles of “Global Compactt”, objectively
shows the strong sense of mission and responsibilities of a
China large-sized backbone enterprise to make positive
contribution to national economic development and social
progress. The report gives prominence to key points, covers
wide-range of information and is readable. It is an excellent
report on sustainable development.

As the first enterprise to release sustainable development
report in China internal combustion engine industry, Yuchai
Group will lead the internal combustion engine industry to
pursue and fulfill social responsibilities more consciously and
take a path of sustainable development persistently.

Joined in United Nations' Global Compact

In May, 2008, the UN Global Compact Office officially
replied to Guangxi Yuchai Group’s request and embraced
Yuchai into the world’s largest Corporate Citizenship
Initiative— the “Global Compact”. Thus Yuchai became a
formal member enterprise of the “Global Compact”.

In the development in past decades, Yuchai Group has
always been adhering concept of scientific development, and
incorporating social responsibility into corporate development
plan, production, operation and other daily work. Facing with
the fierce competition in the market of machine manufacturing

industry,  Yuchai Group inherits the
Corporate core philosophy of “Green
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Development and All Win in Harmony”,
and sets out the mission of “Providing
excellent and advanced power products to
meet public demand” to improve the
corporate management, enhance operation
efficiency, continue technological
innovation and accomplish the ambitious
goal of “Being the leader of Green Power
in China”. Meanwhile, it has positively
supported the government’s call-upon that
the company should also takes social
responsibility. The Group has also
achieved and contributed significantly in
the aspects of safe production,
environment protection, and protection of
rights and interests of relevant parties and
participation in public welfare work. It has
facilitated the sustainable development of
the local economy and society.

Yuchai will support and strictly abide by
the principles of the “Global Compact”,
make them as a part of the corporate
strategy, culture and daily operation, and
try best to make contributions to the
sustainable development of the human
society.
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Juy 2nd, 2008, UN Secretary-General Ban
Ki-moon had a discwssion with the corporate
representatives of  Chinese  members  of

“ Global CGonpact” in  Bejjing Diaoyutai
State Guesthowse during his wvisit to China.
Yan Ping, Unirman o Yuchai Bureau of
Directars  was  invted. The topics for
discwssion were about the ten principles of
the “ Global Gompact” and climate change

issues for businesses.

Yuchai was the only enterprise from
Western China  that was invited to the
Session of “ Gldbal Gompact”. UN Gldbal
Compact  (fice attached much importance
to the Yuchai's demonstration of social
responsibility and its philesophy of “ Green
Development and All Win in Fhrmony”.

Attended 1SO Social Responsibility Working Group Meeting

August 30th—September 5th, 2008, the
sixth Plenary Session of the 1S026000
Social Responsibility Working Group Meeting
was held in San Diego, the Capital of
Chile, and more than 400 experts and
observers from over 80 countries all over
the world attended the session. Yuchai
Group attended the session as an observer,
and it was the only Chinese local enterprise
in the meeting.

During the Session, the participants from
Yuchai Group made extensive contacts with
the representatives and experts from different
countries, carried out communication
activities, introduced about Yuchai positively
shouldering its social responsibilities and
handed out Yuchai 2007 Sustainable
Development Report. These were
well-received and valued by the participants
of the Session. Yuchai has participated in
relevant international activities as a Chinese
enterprise. This has played a positive role in
expanding the influence of Chinese
enterprises in international social
responsibility field, and building good image
for Chinese enterprises.

Group photo of Chairman of Yuchai Group, Yan Ping
(last row, seventh from right) with all meeting participants

Chinese representatives at 6th plenary session of
ISO26000 Social Responsibility Working Group
(the front middle is Yuchai representative.)
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1
- Corporate Governance

Facing with new
opportunities and challenges,
the Group adjusts its strategy
and innovates its management.

Regarding the changes and
challenges in strategic environment,
Yuchai made adjustments to the
Corporate vision, strategic thoughts
and strategic goals so as to
accommodate the strategic plan of
the Corporate to the changes at home
and abroad. It has made a strategic
deployment by establishing the
medium-term strategic goal of
“Five-year Plan” and the short—term
strategic goal of “Annual Operation”. In
order to meet the demand of strategic
development, the Group reformed its
organizations by reducing, integrating and
flattening the organization . In the aim of
improving performance management and
strengthening performance incentives, the
Group established a complete system of
performance management, and
formed a cyclical performance
management mechanism
consisted of performance
analysis, performance evaluation
and performance improvement.

® Yuchai Group Bureau of Directors
® Strategy adjustment and strategy deployment
@® Product adjustment and market adjustment

® System innovation and management innovation
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Yuchai Group Bureau of Directors

September 22nd, 2008, the Bureau of Directors of
Guangxi Yuchai Machinery Group Co., Ltd was founded.
Meanwhile, the previous Yuchai Board of Directors was
dismissed. The first Bureau of Directors is made up of
11 people with Yan Ping as the Chairman of the
Bureau, and Li Tiansheng as the Vice chairman. And
there is an employee director elected by the staff. The

~ Pr

)

new executive team is made up of six members
including the CEO Gu Tangsheng. Their average age is
36, and they all have bachelor’s degrees or above.
There are one PhD and three postgraduates in the
executive team. This fully shows that the senior
management team of the Group is young, intellectual
and professional.
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Corporate Governance
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Yuchai Automobile Repair Co., Ltd. @
Kubo Investment Co., Ltd. m
Guangxi Yuchai Investment Co., Ltd. °
Guangxi Yulin Yuchai JuYuan Industry o
and Trade Co., Ltd. S
Guangxi Yulin Yuchai Real Estate >
Development Co., Ltd. 3
Guangxi Yulin Yuchai Packaging Material =
Co., Lid. £
Guangxi Yulin Yuchai Property Management >
Co., Ltd. @
Guangxi Yulin Yuchai International Tourism m
CO., Ltd. =
Guangxi Yuchai Anda Transmission Co., Ltd.
Yulin ChengXin Machinery Co., Ltd.
Guangxi Yuchai Bright Electric Co., Ltd. 2
Hainan Yuchai Machine Co., Ltd. g
Yuchai HuaYuan (Yulin)Co., Ltd. o
Guangxi Jinchuang Automobile Parts =
Manufacturing Co., Ltd. )
Guangxi Yulin Yuchai Fittings Manufacturing m
Co., Lid. 5
Guangxi Yuchai Machinery Monopoly <
Development Co., Ltd.
Yuchai Marketing Co., Ltd. g o
Guangxi Yulin Yuchai Electromechanical 0 .m
Co., Lid. St
Guangxi Yuchai Logistics Group Co., Ltd. ==
' q n q Special
Guangxi Yuchai Special Vehicle Co., Ltd. Vehide

Guangxi Yuchai Industrial Chemical Co., Ltd.
Guangxi Yuchai Petrochemical Co., Ltd.
Guangxi Yuchai Energy Chemical Co., Ltd.
Guangxi Beihai Yuchai High—-grade Lubricant
Co., Ltd.

Guangxi Yuchai High—-grade Lubricant Co.,
Ltd.

Automobile
chemical
products

Guangxi Yuchai Heavy Industry Co., Ltd.

Guilin Yuchai Construction Machinery Co., Ltd.

Zhejiang Linhai HaiHong Group Co., Ltd.

Construction
Machinery

Hubei Yuchai DuoLing Engine Co.,Ltd.
Guangxi Yuchai Power Machine Co., Ltd.
Guangxi Yuchai Machinery Co., Ltd.

Engine

Guangxi Yulin Yuchai RuiFeng Standard Parts Co., Ltd., Guangxi Yulin Yuchai YingLong Rubber& Plastic Technology Co., Ltd., Guangxi

Heavy Industry Co., Ltd. They are managed by the Group, but the Group doesn't hold their shares directly.
3 In 2008, state—owned shares were withdrew from six companies: Guangxi Yulin Yuchai YISAIYA Automobile Air Compressor Co., Ltd.,
Yulin Yuchai DaYe Mechanical Fittings Co., Ltd., Guangxi Yulin Yuchai General Machinery Co., Ltd.; there was one company

was going through the logging out procedure, which was Guangxi Yulin Yuchai Hotel Co., Ltd.
4 There were two new subsidiaries in 2008: Zhengjiang Linhai HaiHong Group Co., Ltd. and Guangxi Yuchai Petrochemical Co., Ltd.

5 Currently, the Group holds shares of 29 subsidiaries directly, and manages two lubricant companies. So there are 31 subsidiaries

1 Guangxi Yulin Yuchai Construction Machine Co., Ltd. was renamed as Guangxi Yuchai Heavy Industry Co., Ltd.
2 The shares of Guangxi Yuchai High—grade Lubricant Co., Ltd. Guangxi Yuchai High—grade Lubricant Co., Ltd. are held by Yuchai

Overview of
the Company

Sustainable Corporate

Development
Philosophy Governance

Green Development Customer

shows social Service
responsibility

Employee Business

Be an Excellent

Development Cooperation Corporate Citizen

2009 Goals
and Missions

altogether.
2008 Sustainable Development Report
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Strategy adjustment and deployment

Facing the changes and challenges in the strategic
environment, Yuchai Group proposed new strategic goals
and selected new direction of sustainable development
for Yuchai. The strategic goal of Yuchai group for next
ten years is changed into the following: overall national
or international joint venture or cooperation, speeding up
introduction and application of new high tech, extension
of the industrial chain with the centre on the main
business and development of relevant industries &
products with diesel engines, construction machinery,
automobile parts, automobile chemical engineering,
special vehicles and logistics as the main sectors,
rectification & reorganization of technical superiorities in
order to construct Yuchai “aircraft carrier”, to further
upgrade the competitive capacity in the international
market, to make “Yuchai” well-known brand in the
world and to build Yuchai into a large transnational
enterprise group.

In accordance with the long-term strategic goal, the
Group has delivered the “Five-Year Plan” and “Annual
Operation Objective”. As a guideline for medium and
long-term strategy, the “Five-Year Plan” defines
medium and long-term strategic goals and breaks down
those goals into feasible steps. Meanwhile, according to
the analysis and prediction on current development and
market environment, it forms clear and systematic
strategy deployment. It depicts specific strategies, steps
and timetables to realize the goals by clear competition
strategies and measures and plans on market, products,
productivity, quality, supply chains, R&D capability,
financing capability, management and human resources.
As such, the strategic plan becomes more useful and
operative and serves effectively as an important
foundation for developing the “Annual Business Goals”.
While as a programmatic document for short-term
strategies, the “Annual Business Goals” unfolds the
medium and long-term strategic goals so as to ensure
the realization of “Five-Year Plan”.

Product adjustment and market adjustment

In view of market changes and development
strategy, while maintaining its advantages in the
original market , Yuchai adjusts its product structure
timely to expand towards the field of over 10-litre
heavy diesel engine and passenger car engine, and
has achieved great effects in product adjustment. The
heavy diesel engine is the high—-end market in diesel
engines. In recent years, Yuchai production and sale
volume of heavy engines increase at over 30% per
year, the year-on-year increase of the sales volume
in 2007 was over 300%. Despite the hot first half and

After almost 20 years of dewelopment and accumulation, Yuchai Heavy I ndwstry (o, Ltd

freezing second half in the market of heavy truck and
construction machinery in 2008, Yuchai still achieved
an increase of 25% on heavy engine, realizing a leap
in the field of heavy engine. In the market of buses,
in spite of the shrinking bus industry in 2008, Yuchai
still maintained an increase of 4% in bus power,
taking over 50% of the market share in bus power
industry and becoming the sole leader in the industry.
In the shipbuilding and power market, it also increased
rapidly, with an increase of 87%.

(formally Yuchai Engineering

Mchinery Go. Itd) has become the manufacturer for full hydrauicpower small and medium excavators with most variety of
products in China. The products include twenty mmin series and owr seventy warieties such as full hydrauic-power excavators

(YA8, YC35, Y0, YCB5, YCI35, YC230LC and Y(225IC), and small rotary radiss excavators

(YCISSR Y(35SR and YC75SR). The

products of the Group have compact structure and reliable quality. Being equipped with strong power with high-efficiency and
world—class imported hydraulic parts, each technical index of the products has reached the current international advanced level.
The products have got mmany natiomal patents, and nmny products have passed the “ Hghtech Products Certification”. The
perfect combination of strong techndogy and economical price, and the excellent cost performance nmke the products very

popular among the wers and in the market.

In 2008, under the sewere gldbal economic environment, Yuchai Heavy I ndwstry still ranked the second place in total sales
vdume of excavators( < 15 tons), and defended its title as the biggest exporter far excavators( < 15 tons). I't won the honor of
the “ Fifth (2008) Top Ten I nfluential Brands in China Construction Mchinery I ndwstry” and it has won this honor for five

consecutive years.
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Jan 15, 2008, the cornerstone laying ceremony for
another flexble production line for heavy diesel of
Yuchai-heavy diesel engine 6M cylinder block convened.
Since 2003, Yuchai has started heavy diesel Phase I
and Pmase I I prgects, and realized mass production in
2006. 6M cylinder block processing and production line is
the Pmse IT11 prgect of Yuchai heavy diesel, with a
total investment of 145 million RMB. After this line is
put into we, the anmml processing capability of heavy
diesel engine 6M cylinder block would be 90, 000.

China’s passenger car market is now at the growth
stage of rapid development, with safety,
energy—efficiency and environment-friendliness gradually
becoming the leading factors for consumers in deciding
which cars to purchase. Therefore, the prospect of using
diesel engine on passenger cars is very bright. As the

While seizing more domestic market share, Yuchai also
made more effort in expanding the international market.
The goal for internationalized development put forward by
Yuchai in 2007 was: trying to increase the share of export
volume to 10%-20% of the annual total sales volume and
sales value in 2-3 years. After realizing the
above-mentioned development goals, Yuchai would further
expand the international market by developing brand

I n September, 2008, bwses with
Yuchai YHI28040 engines arrived
in Nw Zealand This was a
breakthrough from zero on exporting
Yuchai  engines  to  deweloped
comntries, and it was also the
first time for domestic heavy—duty
IV diesel engne of
national independent brands to be
exported to other comtries. The
good performance of Yuchai engine
won trust of the clients in Yuchai
brand.

national

Inauguration Ceremony of Yuchai
Heavy—duty Diesel Engine Phase-lll

first enterprise with R&D ability for diesel engine on cars
in China, Yuchai is investing in and constructing the
R&D production base for diesel engine on cars. After it
is completed and put into market use, it would fill in the
gap in independent brands of diesel engine on cars in
China.

internationalization, product internationalization and
production-base internationalization. At present, the
overseas network begin to take shape, the system

export and self-support export grow rapidly, and it has
made great breakthrough on export, increasing rapidly in
Vietnam, Middle East, Africa, and Latin America; its
overseas service model has been further improved.

Bus equipped with Yuchai N-IV Diesel Engine in New Zealand



System innovation and management innovation

Yuchai’s Blueprint Sculpture

Building multi-channel financing platform

Innovating financing channels, strengthening
cooperation with the four big commercial banks and the
cooperation with many financial institutions such as
China Development Bank (CDB) and China Industrial
Bank (CIB), it has successfully financed 780 million
RMB from China Development Bank. The Group
facilitates the work of project loans by CDB effectively
and applies for new project loans. The loan for Yuchai
Heavy Industry Excavator Project has been approved by
the Loan Review Committee of the CDB, and it was the
first project loan Yuchai has got since 2005. With more
diversified ways of financing, the Group has commenced
financing lease business, and has started cooperation
with CDB Financial Leasing Co., Ltd. and CCB Financial
Leasing Co., Ltd. on financing lease business.

Establishing a “orientating” Group
management and supervision system

Innovate the management model of the Group, carry
out study on “orientating” management, and establish a
highly—effective, pragmatic and regularized management
and supervision system featured by “orientation” as the
core, well-arrangement, clear rights and responsibilities,
proper empowering and controling and forceful
regulation.

Optimizing and restructuring
the organization

Reduce and adjust the institutions so as to realize
“optimizing functions and reducing personnel”. The
functional departments of the Group were streamlined to
23 from 28, and the management staff of the functional
departments was reduced from 767 to 684 persons. The
management hierarchy has been simplified, the
resources have been integrated, and the management
has been strengthened. These are conducive to realizing
highly—effective decision—-making.

Flat structure and reduce hierarchy. Regarding that the
overall efficiency of the organizational operation has
been lowered by the multi-leveled management and
complicated structure, the company began to undertake
flat structure reform. Except for Engineering &Research
Academy and sales companies, the management for
each department would be limited within two levels and

the deployment of management personnel would be
more streamlined so as to form a balanced and
highly—effective  organizational  operation model in

accordance with the needs of the company for strategic
development.

Establishing performance
management system

Establish a performance evaluation system for the
departments, medium and senior management staff. The
system consists of performance index, evaluation targets,

evaluation standards, supervisory measurement and
evaluation methods. This is used to measure the
management performance of each unit, medium and

senior management staff. This has truly realized the
supporting system for the strategic goals and annual
objectives, and laid a foundation for detailing performance
management and constructing long-lasting performance
management mechanism.
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Corporate Governance

Performance Management System Frame Diagram

Regular Business Analysis

Company Performance

© Indicator Moritoring Measurement - mm e

]

Primary Payment

Senior Mgt Responsibility
Indicators

Mid-level Mgt
Responsibility Indicators
Dept. Responsibility
Indlcators

Dept performance | ’
Secondary

Payment Distribution

Improve responsibility mechanism

The new responsibility mechanism model includes: one self-investigation) and four dimensions (sense of
incentive positioning (take responsibility as incentive), responsibility, responsibility and authority, system and
two responsibility types (process responsibility and result flows, responsibility—investigating evaluation). It highlights
responsibility), three ways of responsibility investigation the mutual promotion and influence of the four links
(declared  investigation, secret investigation and such as clarifying responsibility, fulfilling responsibility,

supervising responsibility and investigating responsibility
so as to form a cyclical system for responsibility
mechanism.

Sense of
Responsibility

2008 Sustainable Development Report



Excellent group management

Integrating the core value of Excellent Performance

Criteria into the implementation plan and evaluation
standards of the Excellent Group management, the
Corporation has made and released a series of
Excellent Group systems, and formed a Group
Management Model with the content of “group training—
communicating — evaluating - innovating - publicizing

and carrying-out”. Nominate Excellent Groups in the
production line, technology line and quality line, and
enhance the comprehensive quality of the Group
members by multi-form and multi-project trainings.

Overall budget management

Implement
Establish a

overall budget management approach.
multi-dimensional budget management
system consisted of budget management committee,
budget management department and budget
accountability unit; clarify the rights and responsibilities of
each department so as to ensure orderly and
highly—effective budget management; and build an overall
budget model which takes sales as the leader, business
as the backbone and budget products as the carrier so
as to management the overall operation of different
levels.

Relationship between Overall Budget Goal and Corporate Strategic Goal

@Strategic goal
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Order management innovation

The innovation of order management is suitable to the
production features of many varieties and small
quantities, and to the market features of fast-changing
order and short delivery term. It has enhanced the
accuracy of prediction steadily and increased the
sales/output ratio year by year. Therefore the inventory
is good and controllable, and the operation is being
improved constantly. After implementing the order
management model, the rate of accuracy for order
prediction has increased from 40% to 82%, the on-time
delivery rate has increased from 70% to 99% , the
selling rate for orders within three months has grown
from 60% to 95% , and the stock for complete
appliances and occupancy rate for funds has been
reduced by 20-30%.
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@Operation plan

Advancing quality control

Carry out quality development and advance product
quality control. Make and implement “General Rules on
Yuchai Advanced Products Quality Control”. Taking the
APQP process as the management target, stipulate the
tasks, key activities and control standards of the
departments, including the suppliers in the full life cycle
of the products, and thus regularize the development
and production of the products so as to make sure the
development of new products succeed at the first try
and realize the quality goals.

Building strong information system

The Group has successfully restructured and optimized
the information system by establishing the information
center and the department of information and technology.
The system adopts a dual management model which
takes projects as the mainline and involves relevant
personnel in “project management and administrative
management”, developing towards the direction of
elaborate management,  function  expansion  and
decision—-making management.
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BE 7
B Green Development shows social responsibility

Pursue a path for green development of industry

Yuchai  philosophy  of  “Green
Development” is not only a true reflection
of Yuchai development, but also an
unremitting pursuance of Yuchai. Having
inherited this philosophy, Yuchai pursues a
path for green development of industry,
becomes a leader of green
power development, a controller
of the “largest mobile pollution”
and a pacemaker for developing
diesel cars in China, and makes positive
contribution to improving the natural
environment of China. Yuchai Group has
prioritized energy efficiency and emission
reduction in its corporate development,
carried out the work of energy efficiency
and consumption reduction, anti—pollution
and emission reduction, tried to
realize continuous economic growth,
reduce pollution and improve the
ecological environment.

Green power leader in the country

Green production makes the sky blue again

Full participation in energy saving and emission reducing
Re-manufacturing makes breakthroughs

Independent innovation achievements keep transforming into patents
Strengthen international cooperation on technology development

23 2008 Sustainable Development Report




Green power leader

As the leader in the industry of engine in China,
Yuchai sticks to resource—conserved and
environment-friendly path for green development, and
facilitates the R&D and production of "green"
products. It is already in the leading position in the
world in the development of combustion technology,
low emission technology and machinery technology. It
has made positive contribution on improving natural
environment.

Yuchai has always been in the leading position
home and abroad on green power R&D, and its
emission—control technology of diesel engine is also
in the leading position in China. Yuchai successfully
developed the proprietary diesel engines up to N-llI,
N-IV and N-V 3-5 vyears before the national
emission standards came into force, thus having
synchronized = domestic  engine  industry  with
international engine R&D. In 2008, the total sales
volume of Yuchai engine was eight times of that of
2000, but the particulate emission was similar.

Yuchai has successfully developed the first
proprietary diesel engine YC4W on mini—cars, diesel
engine YC6L350-40 up to N-IV and natural gas
engine up to N-IV in China.

in the country

Changes in Sales and Total COD Emission
of Yuchai Power Generators

Thousand
600 the total sales volume of Yuchai engine

was eight times of that of 2000, but the

particulate emission was similar

500

400

300

p{0]0]
100

0

2000
Year

sales volume of Yuchai engine 4 volume of particulate emission

2002 2004 2006 2008

The Project of Yuchai Passenger Car Engine Lai ﬂ E ﬂ ﬂ ﬂ ﬂ a u I I

In Mrch, 2008,
cotmwested by Yuchai

Jining Yuchai
dfficially opened. This
sEXahPLE B

FFrER IS ETEneTm "
s[5 o o

Engine o, Itd,
Mchinery Go, Itd, Zhejiang Geely
Growp and Zhgjiang Yinlun Mchinery (o, Itd, was
prgect is to buld production lines
for manufacturing diesel engine block and cylinder cover

L%

2008-03-15

e

-

based on 2titer passengercar diesel engine and NV
enission standard. Qce the prgect is completed, it will

have the capability of producing 300,000
environment friendly diesel engines for passenger cars
anmually.

Now against the background
that the gowernment encourages
resorceconservation and emission
reduction, developing the diesel
passenger car IS a  pronusing
bwiness. As the first enterprise
that has the R ability to
develop diesel car engine in
China, Yuchai inwested in J ining
Yuchai Engine  prgect  to
indwstrialize the research
achievement, expand living and
development  space and  thus
filling in the blank of diesel car
engine in China.

Jining Yuchai Engine Co., Ltd. Project Laid Foundation

2008 Sustainable Development Report
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Green Development shows social responsibility

After succeeding in developing the first diesel engine
YC6L-50 up to N-V independently in China in 2007,
Yuchai enhanced its input on expanding models of N-V
diesel engines and improving the  production
technologies. It became the leader again on providing
“green power” in domestic diesel engine industry.

Yuchai completed the development of N-IV products
such as 6J.6L/ CR and 6L/ UP, and became the only
enterprise to mass produce N-IV engines. In 2008,
there were 2500 Yuchai N-IV engines for buses serving
the Olympics in Beijing and Shenyang, etc.

Using gas as new power energy is an effective way to
alleviate the energy contradiction in the development of
bus industry and improve ecological environment. Ten
years ago, Yuchai already began to develop gas engines,
and now it has established several platforms for gas
engine products, covering power of 170PS—340PS, up to
N-Ill and N-IV standards, and with the potential to be up
to N-V standard. These products have the features of
energy—efficient, environment-friendly and endurable.
Yuchai also has undertaken the National 863 project—“the
development CNG engine for large buses”, securing its
leading position in the technology of developing CNG
engine in China. At present, Yuchai is widely supporting
domestic mainstream bus manufacturers with engines and
the usage home and abroad has totaled over 10,000.

il il

2008 Customer Communication Session
on Yuchai Gas—powered Engine

Yuchai has successfully developed hybrid power for
city bus. This green power is the first innovation fruit of
developing city bus power by ISG technology; it has
been up to the international advanced level and led the
next generation of new power technologies.

Yuchai succeeded in developing and producing ci

Test Drive of Hybrid Vehicle

Yuchai city bus hybrid power is to we
diesel engine and electric engne together
as the power for whicles. When
accelerating, the electric engne will
perform as the power sorce so as to
suppart  the engine to mmintain strong
power; while gearing down, the electric
engine will recycle the braking energy as
a generator. The power adopts ISG
techndogy and realizes acceleration
effect of 6cylinder engine with 4—cylinder
engine, lowering the fuel consumption by
20% and reducing the emission of GQO» and
other off-gas. The RO o this prgect
started in the beginning of 2006; I n Nov
of 2007, the first city bus hybrid engine
was born in Yuchai and demonstrated in
China-AESAN Expo; in My, 2008, Yuchai
got this first order for hybrid engine and
realized the production in smmall let.



Yuchai 6K heavy—-duty commercial vehicle diesel
engine is a heavy-duty diesel engine for commercial
vehicles designed to meet the future N-IV and N-V
standards with the international advanced designing
philosophy and process, and combining the most
advanced engine technologies in the world. This engine
has the features of compact structure, light weight, great
power, low emission, little noise, low fuel consumption,
high reliability, endurable and good safety, etc. so as to
meet the N-IV emission standard and E-V, and has the
potential to meet E-VI standard. It is a leading

heavy—duty commercial vehicle diesel engine both home
and abroad.

Yuchai product development was very fruitful in 2008:
6K high—-power diesel engine and 4Y car diesel engine
succeeded in igniting; there were breakthroughs in
application and development, the 452 newly developed
models, with a year-on-year increase of 39.5%. 59 basic
models of products were developed, increasing by 9.8%
on year-on-year base; accomplished the electric control
calibration R&D tasks of over 85 models of 18 series.

Lots of Yuchai N-lll New Power Sent to Tibet IIIII

Group Photo of Lhasa Bus Company

Dec. 4, 2008, 30 SHDU bwes equipped with Yuchai
NEII engine (YQJ20030) were sent to Ihasa in Tibet
for wage by Ilnsa Bus Gompany.

Due to the tough gedogical environment and fragle
ecdogy, Qingmi-Tibet Plateau is entitled as the® Third
Pdar of the Earth’, but it is also one of the places
with least pdlution and a Pure Iand in the East of the
world. Manwhile it is also a very typical plateau in
(hina and the world at large; it could best represent

Thanks to a professional, visionary, and ambitious R&D
team for green power, Yuchai has been in the leading
position in engine emission technologies in China for a
long time. Yuchai Engineering Research Institute founded
in 2007 has a R&D team of many senior experts and

Leaders and Yuchai Office Staff

and conclude the sutability of environmental techndogies
for construction machinery equipments. Therefore, it is a
touch stone for construction nmchinery. Iarge quantities
o Yochai NEIT engine being wed in Tibet indicating
that Yuchai NEIT engine has been totally recognized
and accepted by wers at Qinghai-Tibet Plateaw I ts good
quality, performance and service gmrantee have made it
the first choice for engines on plateaws. [t has made
positive  contribution  to the mnatural  environment

protection of Qinghai-Tibet Plateau

technicians in the links of engine designing, combustion
development, electric—control calibration and machinery
development, etc. Based on this team, the R&D capability
of Yuchai has been dramatically enhanced, and the green
power development has been accelerated.
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Green Development shows social responsibility

Green production makes the sky blue again

Yuchai Group takes “providing green products to the
society by green manufacturing” as the corporate social
responsibility. While keeping providing advanced and
suitable environment—friendly products to the society, the
Group also highlights enhancing energy—efficiency and
reducing environment pollution in the process of
production, carries out technology innovation,

management innovation and energy-saving reform, and
positively  popularizes  the  applicaton of new
energy—-saving technologies, materials, equipments and
technics by different ways such as independent
innovation. It has achieved a lot in lowering energy
consumption, reducing pollutants emission and enhancing
resource efficiency.

Improve manufacturing technology and realize clean production

It has developed and adopted a series of new
technologies in the process of production to enhance
product quality and working efficiency, reduce resource
consumption and pollutant emission. Such as adopting
new casting techniques, flexible processing technology,
nuclide radioactivity measuring technology, high—power

ultrasonic cleaning technology and high—pressure cleaning
technology and inner spray painting, and replaces the
highly—toxic and harmful raw materials with non-toxic and
harmless or low-toxicity and low—harm raw materials, etc.
These techniques and technologies have played an
important role in realizing clean production.

Durr Pressurized Cleaning Machine

Flexible Processing Line

2008 Sustainable Development Report



Residual Heat Annealing Tec|
Contributed Greatly on

Saving and Emission Reducing

The residml heat annealing techndogy developed
independently by Yuchai changes the traditional annealing
process of annealing after the coding iron casting to
nornml  temperature and cleaning Uing the casting
residml heat and electroheating awdliary adjwtment, and
continuos annealing process, open and laad the casting
immediately while it is still hot and realize continuows
annealing. Thermal wind should be wed to stir to reduce
the temperatwe difference within the furnace and
balance the heating and coding of the castings so as to
reduce the residual stress averagely. This techndogy was
appraised by Guangxd Science and Techndogy Department
in 2008 as proprietary, innovative, leading domestic
techndogy and among the advanced techndogies in the

world.

By applying residml heat annealing technoogy, 101.18
KMH of electricity has been saved for the production of one
ton of iron castings, and that is about 3624 kilas of
standard coal. J anumryPecember, 2008 by wing residual
heat annealing techndogy, the new casting shops have saved
5.8 million of electricity, which values 29 million RMB and
2077308 tons of standard coal, reduced the emission of
SO, by 4155 tons, and the enission of GO, by 914016 tons.
This techndogy was given the first prize of the Yulin Gty
Award for Science and Techndogy Advancement by Yulin
Gty Gowernment becawse of its dramatic achievement on
energysaving and enission-reducing

Grrently this techndogy has been popularized and
applied in Yuchai Foundry Genter and sewral famos
engine factories in China. Assuming that the annwal
capacity is 900,000 tons of castings, 32700 tons of
standard coal codd be saved, the emission of S coud
be reduced by 65232 tons and the emission of GO coud
be reduced by 14400 tons every year. I n addition, the
heat emission from the production fields coud also be
greatly reduced; it coud effectively improwe the working
environment and gmrantee smooth lagistics.

R L

o 5

Expert Review Meeting of
“Residual Heat Annealing Technology”

Yuchai Foundry Center

Laid Foundation

T &
ARG

Ribbon—cutting Ceremony of
Casting—Foundry Center Project

Juy 16th, 2008, the Foundation Ceremony for
Yuchai  Foundry Center was  held in  Yuchai
I ndwstrial Park

Yuchai Foundry Center Prgect planed to cower
a total area of 120 hectors, with total
inwestment of about 2 billion RMB and six casting
lines. After this prgect is completed, it would be
one of the largest diesel engine fomndry bases in
Asia with an anmml output of 290,000 tons for
diesel engine cylinder block and cylinder cover
cast blank featured by high tenacity, thin walls,
high qulity and high level. The production varieties
cover 0842 liter mimi, light, medium and heavy
diesel engines, not only including all current
models, but also will cower all planed product
models of Yuchai in future.

This prgect will buld the first class casting line
in China which is featured by high efficiency, good
quality, low cost, stability, reliability and
environment friendliness. This line would adopt highly
auwomatic production process and new technics
badly so as to save energy, lower consumption and
the production cost, and reduce the pdlutants
enission while improving the quality of the castings.

Yuchai Foundry Center prgect would be carried
at by two phases to buld three casting lines. The
first casting line plans to be put into trial we in
December, 2009. After the completion of this
prgect, Yuchai codd meet the growing market
demands for casting products which increases by 2006
annally. Manwhile, it also codd make Yuchai
products have better perfornanceprice ratiq
greater quality stability, and more energy-saving
and environment friendly so as to enhance its
competitiveness in market greatly.
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Green Development shows social responsibility

!-bo . 3
Ef : Apply new energy-saving technology in a larger scale
o
9=
g‘s" In order to further lower energy consumption, Yuchai of lighting electricity—saving. From October, 2007 to June,
Sq has exerted a lot effort to transform energy-saving 2008, it completed the energy-saving transformation of
< technologies, and positively applied new energy—saving parts of stair lights in the living areas, changing the
technologies in a larger scale. manual stair light switches into the touch sensors which
would turn off the lights automatically after a while, saving
I90 Since 2007, it has reconstructed the overall electric 80% of electricity. It also completed the energy-saving
554 supply/distribution system, eliminated over 80 sets of transformation of 209 KWH street lamps, saving over 20%
gg‘g- power distribution equipments, adjusted the structure of of electricity.
R supply/distribution system, and added auto reactive-load
<2% compensation devices so as to reduce the reactive loss. The Group broadly applies water—saving technology,
- In 2008, over 600,000 RMB was invested to maintain and some of the wunits have completed the
the heat insulation of the heating lines of the company, transformation of water cycling use system. In 2008,
replace some inefficient heat insulators so that the utility over 36000 tons of water was saved; the reusing rate of
99 rate of heat was increased from 50% to 85%. the industrial water was above 79.8%. The consumption
%g of water resources was reduced.
3 g The Group positively pushes forward the transformation
38
o ° ° . .
Strengthen environment protection and reduce emission of Three Wastes
' Nn)
ﬁgg Further transforming the sewage treatment plant so as to reclaimed water amounted to over 30,000 cubic meters in
§m= enhance the handling ability towards sewage and treat 2008.
Egg more kinds of sewages. Meanwhile, the Group has further 2 million RMB was invested for the treatment of the culpa
5%_’% deep processing the waste water after the sewage smoke gas from the cylinder block and cylinder cover
T treatment so as to recycle it for production use. At present, workshops of the foundry factory, and this treatment plant
g the application of reclaimed water has been expanded to was put into use on June 30th, 2008. According to the
= production use from the past use for boiler film dust monitoring and inspection of Yulin Environmental Monitoring
removing, road sprinkling in the factory, cupola slag Station, after being treated, the emission concentration of the
washing, and cleaning rags, etc. The reusing amount of culpa smoke gas from the cylinder block and cylinder cover
Lo shops was much lower than that of the national
'S‘_g- Waste Oil R i emission standards. The dust emission was
83 e reduced by about 1436 tons in 2008. Treat the
* |
= Year 2003 2004 |2005 2006 2007 | 2008 | Total waste sand from foundry production by
I (2005 2002120052006 2007|2005 [ Total Bl W Al A
Y 41643 480.95 606.44 58382 32647 21245 262656 technics so as to reuse them in casting
volume (ton) production. In 2008, recycled and reused sand
g"aﬂ disposal cost was 10900 tons, and the solid waste discharged
3 1300 1300 1320 1450 2400 3609 was reduced.
o8 (RMB/ton)
.5 3 recycling Price Yuchai’s emission index commitmented to
[ th 4 RMB 5414 6252  800.5 8465 7835 766.7 4363.8  Yulin Municipal Government is to succeed in
- (thousan ) controlling the total emission of COD (chemical
; oxygen demand) within 80 tons/year and the
Esis Weier Heeyeling emission of SO within 50 tons/year by the
2P end of "t1th Five-year Plan”. In 2008, with
se Reclai growing output, Yuchai emissionoof COD and
5 eclaimed Water
eo 13492 48476 50517 45163 51344 35962 244954 SO were 54.1 tons/year and 35.7 tons/year
a0 (cube) respectively, much lower than the emission
S Unit Price 118 18 118 148 11 Iimilt_ téy the muni?ip?I _government. It has
(RMB/cube) g : g g . realized green manufacturing.
oz Saved Water Value
= 15.9 57.2 59.6 66.8 76.0 320.1
83 (thousand RMB)
o2
=0
Na
=
QN
29
23
=0
6.8
own
=
n Hh ' v o s
& N % ;‘F— 1
Forestation in Yuchai Factory Area
29 2008 Sustainable Development Report



Full participation in energy saving and emission reduction

As a participant in  “Guangxi Top-100 Energy
Conservation Program”, Yuchai saw out the missions of
energy-saving and emission—-reduction directly. The
subsidiaries arranged and carried out the work of energy
saving and emission reduction carefully, allocating the
tasks to each workshop, working group, wokingposition
and employee, segmenting management and
strengthening the process supervision and control.
Yuchai Co., Ltd. linked energy-saving targets with work
tasks and economic responsibilities, established complete
management system for production ability, strengthens
tracking, supervision and evaluation, and eliminate waste.
The energy consumption per product has been
decreased by 8.972% and the comprehensive energy
consumption for output of 10,000 RMB was decreased
by 3.65% on year-on-year basis, equaling to 1876 tons

Yuchai Won Award of

of standard coal. 100% of the Industrial Three Waste
treatment has met the emission standards.

Yuchai also fully used the publicizing platforms such
as local area network (LAN) within the Group, company
newspaper, show window and TV stations, etc. to carry
out in—-depth publicizing work on energy-saving and
environmental protection extensively, forming a good
atmosphere of “every one tries to save energy, at every
aspect, at any time” in the Group. With the further
practice of the core philosophy of “Green Development
and All Win in Harmony”, Yuchai will achieve more in
saving energy and reducing emission and make greater
contribution  to  building  resource—economical and
environment-friendly society.

“2008 China’s Renowned Company for Energy-saving !!I!

ELEHLAEEAARA A

2008+ |5 g sk HESh sh 4>k

Mrch, 2009, the “ First (hina Green [ ndwstrial
Economy Forum & 2008 China  Energysaving and
Emissionreduction Promotion and Awarding Ceremony’ was
held by All-€hina Environment Federation and China
Enterprise News in Beijing As a leading practitioner
warking  in the energysaving &
enmission—reduction, Yuchai received the award of “ 2008
China ~ Renowned  Gompany  for  Energysaving &
Emissionreduction” for its oustanding contribution to
energysaving & enissionreduction by providing green power
and green manufactwing, and becomes the benchnurk,
example and model in energysaving & emissionreduction.

forefront on

FEFRES S

i F & e i
2009%3]]

Yuchai is  the first  Chinese enterprise that
mass—produces and markets the NEIT diesel engne, the
first to research and successfully produce the NIV and
NV diesel engine, and the first to dewlop capability in
producing passenger car diesel engines and parts. Yuchai
has received I SO014001 environmental management system
certificate, and its comprehensive energy consumption per
wit has been decreasing for seven consecutive years, from
0.151 ton standard coal / unit (set) in 2002 to 0.055
ton standard coaal / unit (set) in 2008.
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Green Development shows social responsibility

Re-manufacturing makes breakthroughs

Remanufactured Engine

Based on the concept of “innovating service model, lowering
social cost, developing circular economy and building green
power”, Yuchai takes remanufacturing as an important measure
and channel for cleaning, protecting environment and saving
energy. The Group strengthens remanufacturing research and
productivity building, and becomes a pioneer and spreader of
remanufacturing business in China.

Develop automobile parts remanufacturing business for
obsolete and waste automobile products. This is conducive to
fully exerting the added value in old and waste products and
making the most of the advantages of China reproducing
industry. In 20086, Yuchai established the  Engine
Remanufacturing Factory and officially launched the engine
remanufacturing project, and effectively facilitated the progress of
the project by fully availing resources of the Group. At present,
it has already got the annual capability to dismantle and
reproduce 10,000 engines, remanufacture 150,00 sets of parts.
The group is in the leading position of its remanufactured
models and overall manufacturing ability.

In March, 2008, Yuchai became one of the first enterprises
getting the qualification as national automobile parts
remanufacturing pilot enterprises. The success in applying for
automobile parts remanufacturing pilot enterprise has accelerated
the development of Yuchai engine reproducing project. It is an
important embodiment of Yuchai practicing the core philosophy
of “Green Development and All Win in Harmony”.

Yuchai pays much attention on human resource training. Yuchai
has trained a group of management staff, technicians and skilled
workers on reproduction by different ways such as sending
personnel on study tours both domestic and abroad, inviting
experts and scholars to Yuchai for lectures and discussions having
on the job training and inner deployment in the Group.

Remanufacturing has not only enhanced the resource
efficiency, reduced pollution to the environment, and constantly
increased the output with the enhancement of remanufacturing
productivity. The remanufacturing industry has already become a
new growth point of Yuchai.

2008 Sustainable Development Report




Remanufactured equipments are as following

Y an]

Crankshaft Polisher

Heating cleaning furnace

Remanufactured engines have got very good appraisal
from the users because of its high cost performance.
Many users believe that the performance of Yuchai
remanufactured engine is similar to a new diesel engine,
but the price is only about 70% of a new one.

At present, Yuchai has already invested about 14 million
RMB on dismantling, cleaning, repair processing,
experimenting and assembling equipments, established the
remanufacturing functional sectors such as dismantling
workshop, parts identifying and separating sector, cleaning
sector, repairing sector, parts assembling sector, machine
assembling line, engine test device and spray—painting
and drying line, etc. Meanwhile, it steadily pushes forward
remanufacturing technics development and process

Casting

| - ‘ '_.. .

Liquid spurting sand machine

construction, it has established a development flow of
engine parts remanufacturing technics; delivered the
quality standards and production norms for
remanufacturing products; developed technics such as
parts cleaning, surface treatment and repairing technics,
and fault assessment, etc; and strengthened the building
of quality assurance system for remanufacturing products.

Yuchai cooperates positively with international famous
remanufacturing companies on the other hand so as to
strengthen the R&D on engine remanufacturing technology
and improve remanufacturing technology. It is making
arduous efforts to establish the largest remanufacturing
base for engines and the parts, and build a model
enterprise for engine remanufacturing in the country.

2008 Sustainable Development Report
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Green Development shows social responsibility

%)
o ('_D' L] L] L]
EE Independent innovation continually leads to many patents
EE
o0 The amount of patents is an important testimony of the products. In recent years, Yuchai has achieved remarkable
EEQ independent innovation ability of an enterprise. Yuchai has progress on patents. Before 1998, Yuchai only had 27
§%E. done a lot on independent innovation, proprietary patents; while, Yuchai got 23 national patents in 2006
g_‘a’ga_ intellectual property rights (IPR) and building national alone, ranking the first in Guangxi autonomous region. It
<25 industrial brand. It keeps improving management system got 95 patents in 2007 and 160 in 2008, creating
- for IPR and boosting the platform construction for patent remarkable social and economic benefits. Its total amount
management system so as to get patents for independent of patent applications ranked the number one among
innovation fruits and apply them in the development of Guangxi enterprises both in 2006 and 2007.
.
9 13 . 03
5% The Patent of “Compensating Groove on Cylindef [Ck -l g
® Diesel Engine” Won the Award of “10th Chinese Hxfe = PRIE
ess
2.0 In 2008, in the review of “ 10th Chinese Excellent
Eg,g Patent Prize” held by State I ntellectwal Property (fice
22%— (SI PO, the patent of “ compensating groove on cylinder
3 cower of 4valve diesel engine” won the award of“ 10th
2 Chinese BExcellent Patent Prize”.
The patent of “ compensating groove on cylinder cover
Lo of 4~walwe diesel engine” was inwented by Yuchai
4 Engineering& Research [ nstitute. The institute has
S0 — = Ay ==
8(3" ﬁ%ﬂﬂﬁgﬁﬁ designed wnique escape passage of cylinder cower after
= longtime experiment, which has effectively sdved the
cower cracking problem, mmking Yuchai a leader in the
field of antierack for cylinder cower of 4-~valve engines
Bk —y ;u [ il . . .
om e W%'Jﬁf’b4'-"z‘-“"‘"‘{'—7’f‘ ] 'Pg‘ in the world. This patented techndogy has been applied
g_g in mass production of some models, realizing good
s <°_ THE  zLampaongieie d economic and social benefits.
=
gm . R L _ China Excellent Patent Prize is the only governmental
-~ FHRA 7 & 24k AR s award for patented inventions, and it is recognized by
the World I ntellectwal Property Qrganization (WI PO).
Ly e The honor shows that the techndagy content and quality
oD AR BA TR MR =LA 1< of Yuchai patent hawve been further enhanced, and its
S g ¥, ability of independent innowation has been highly
gg \_(:) A ,'«:’ appraised by the comntry.
] JLss 20088 2 )]
ow
2 ()
T
g’ In January, 2008, Yuchai Engineering Research Guangxi. This did not only recognize the technical
g%" Institute was granted the title of “National Advanced Unit innovation ability of Yuchai, but also demonstrated that
ot in Patent System” by the Ministry of Personnel and the Yuchai products were highly innovated independently
<] SIPO, becoming the only enterprise with this honor in with good social and economic benefits.
g -~
2002-2008 Patent number applied and got by Yuchai
N
29
; 3 Year 2002 2003 2004 2005 2006 2007 2008
=0
g. S Apply number 11 28 12 32 99 164 223
»
=
@ Authorized number 11 5 20 12 23 95 160
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n n n
Strengthen international cooperation on technology development ¢
R ER
Establish joint R&D center 2=
with Brunel University in the UK
358
In March of 2008, Yan Ping, Yuchai Chairman of the §§ &
Bureau, signed a cooperative agreement with Chris ggg'
Jenks, the President of Brunel University, to establish 5(392
“Brunel-Yuchai Research Center”. The establishment of 3°
this joint R&D center was an important step for Yuchai
to cooperate with world—class engine—designing units, an
important measure of Yuchai Engineering & Research
Institute to realize the target of becoming Top 5 in the _ . o g’?
world, and also an important approach of Yuchai to Group Photo of Chairman Yan Ping <3
implement internationalization strategy. and President Chris Jenks 3 §
30
The Research Center was established to research and postdoctoral graduates in Brunel University to be 3
develop new technologies and new products of diesel involved in developing advanced engines. The Research
engine, train excellent engineers for internal combustion Center would also undertake R& D projects based on 320
engine, provide opportunities for Yuchai experts to YUCHA product development and planning so as to g3'§
demonstrate their fruits in the industry and academe, carry out forward-looking basic research for new product °5§3
and provide a platform for Yuchai and graduates and development. §§§
g i%
Establish strategic partnership with Honeywell Co., Lid. :
carry out more extensive cooperation with the company. 0wo
Honeywell Co., Ltd. is one of the most excellent ec
suppliers for fuel system of internal combustion engine 53
and exhaust gas recycling system. Yuchai and “’§
Honeywell Co., Ltd. have a long history of cooperation. =
The company became the first supplier of turbocharging
system to Yuchai as early in 1994. Since 2005, the two
parties have formed a stable strategic partnership, om
having achieved good results in product R&D and e3
services, etc. In future 3- 5 years, Honeywell Co., Ltd. cL'g—
will provide Yuchai with the latest technologies and -8,<,
products in turbocharging, emission, energy—consumption, (3,“’
inductive control. Meanwhile, the company will have =
Signing Ceremony attended by Honeywell comprehensive cooperation with chhai in aspects su_ch
Representatives and Yuchai Leaders as produc.t R&D: _product application, after—sale“serwce
and technical training, etc. so as to further stabilize the ow
advantages of Yuchai products in optimizing emission, gg
In June, 2008, Yuchai signed a new strategic lowering fuel consumption, enhancing reliability and being s 5
cooperative agreement with Honeywell Co., Ltd. so as to more economical, etc. 3 ﬁ
§.
. . . er
Yuchai Products Passed Various Intematlo %»
=
2 m
® 3
In recent years, Yuchai Group has won I SO management have passed EU Emmrk and (BDI certification; up till now; o2
and environment certification, and its products have passed there are about 80 models of products have got =3
certifications by intermational professional certification international certifications in total. g~
institutes, and dozens of models have got technical Jue 24ch, 2008, three Yuchai hydraudic excavators
certifications. including YC230LC8 passed the (E certification of Mchinery 3N
Yuchai diesel engine is the first engine in China that has Directive and EMC Directive by Gernan TW and CE 23
passed (E certification. Six series of NEI T mmin spectrum certification of Nise Directive arganized by German SNCH =
have passed Etmrk Certification by EJ and gt GO3TR These had cleared up the dstacles for Yuchai to sell 3_,?_,
certificate of Rwssia; two series of Nitionmald V products excavatars in EU market. %"’
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Provide profound service in domestic market

Yuchai Won Five-Star Trophy of
“China Automobile Service Brand”

“Excellent quality” put forward by Yuchai does not only
include excellent quality of products, but also include
excellent service quality. This is the extension of Yuchai
core philosophy of “Green Development and All Win in
Harmony”. Excellent service quality is to have customer
and market research through multi-channels to
understand the needs and expectations of the customers
so as to improve the existing deficiencies.

Yuchai adhered the service principle of
“market—directed and customer satisfaction—oriented” and
carried out customer satisfaction management during the
whole process of pre-sale, in—sale and after-sale. It has
established the most complete and most efficient
three-level service network with complex—station as the
core, professional station as support and authorized
service as the supplement in China. At present, it has set
up 31 offices, over 1400 service stations and 1400
accessories  specialty shops. The average service
semi—diameter is shorter than 40 km, having increased
the reaction speed for service needs. By implementing
customer satisfaction service management in all round
way, the satisfaction rate of Yuchai has always been in
the leading position in the industry and constantly
increased. According to the investigation result of China
Association for Quality (CAQ), Yuchai user satisfaction
rate and service quality were rather high in 2008, higher
than that of 2007. Yuchai Group entrusts CFl (Shanghai)
Co., Ltd. to have customer satisfaction research every
year, and the results showed that Yuchai customer
satisfaction increased by 4.37 percentage points in 2008.

Changes in Customer Satisfaction

78.7 —
PO I —
M— —
e —
78.11 Al — —
——— — —
— = I
77.81 = — —
= I I
77.5 - - -
' 2006 2007 2008  Year

During the frost disaster in Southern parts of China,
Wenchuan earthquake and Beijing Olympic Games,
Yuchai service system showed the professional spirit of
meeting the difficulties and through thick and thin,
winning the good evaluation by users and the society.
Yuchai was awarded the Five-star Brand of China's
Auto Service for 2008.

2008 Sustainable Development Report
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Yuchai Service Three-year Plan

In 2008, Yuchai Group delivered and began to
implement new “Yuchai Service Three-year Plan”. The
targets are: building core competitiveness of Yuchai
service in 2008, creating Yuchai service brand in 2009,
forming a competitive service brand in 2010, and
working towards international famous service brands. The
six-word guideline of service in 2008 was “more
segmented, more sturdy and stronger”. It required more
detailed service policies, processes and responsibilities;
more sturdy service system, service management and
service and accessories guarantee work; and stronger

service network, service guarantee and boosting ability
to market.

Therefore, eight measures were adopted in service
work, one, strengthening service network; two, improving
service ability; three, segmenting service management;
four, key account management; five, innovating activities
of service month; six, strengthening service guarantee;

seven, fulfilling accessories guarantee responsibility;
eight, establishing the service advantages of N-lil
engines.

Implementing accessories guarantee responsibility

accessory Strengthening
communicating the
and coordinating I .
mechanism evaluation on

accessory

Service,

fittings,
Strengthening centralized
service and dispatching

Regularize
accessories

Readjust
the credit

Highly/'cooperative

servicepand
accessaories

Service Network Plan

ustomer service centel

|
:
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Keeping the advantage of holistic service for N-IIl engines

Keep improving service skills of N-III
service network, and all core stations must
achieve mid-level or above.

Yuchai headquarters, offices

service stations have
toward 100% of the

N-IIl users.

— f

All automobile machinery stations are required to
achieve N-III service ability by 2009.

Newly  built automobile  machinery
stations must pass N-IIl qualification
certification to become part of Yuchai
service network.

/s 1

Contestants attending skills competition at work

Nt IT Emission Standard came into force in J uly,
2008, and Yuchai cwstomer service department prepared
well for this. Tocal offices organized many NEII
product  training activities for  technical  service
personnel, introduced the cwstomers on Yuchai targeted
products, and guided the product mmintenance of service
stations so as to nmke the offices become the output

bases for NIII engine technical talents. Yuchai
Gstomer  Service  Center  organized  largescaled
second-phase enhancement training of NEI T skills, held
31 regiomal contests, and held MNIII  engne
Mintenance Skill Gmtest in Yuchai Headquarters in the
end of 2008 Orr 800 people tock part in these

activities.
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= b
Yuchai Engine User Presenting Honor
Flag to Yuchai Service Station Staff

Summer wheat harwests each year are important periods
for Yuchai to provide intensive service to Yuchai engine
wers. In 2008, in accordance with the Headquarters
requirements and local service needs, service stations in

During the Qympic Games in Bejjing in 2008 ower 4000
wehicles equipped with Yuchai green engines served in bus lines,
passenger transportation and freight transportation, etc. In
arder to ensure the sound operation of Yuchai engines during
the Qympics, Yuchai started the Qympic service gmrantee
activity with the theme of “ Green Power ? Green Qympics”,
and sent 28 professional Qympic service engineers to Qympic
cohost cities such as Beijing Tianjin, Qingdaq Shenyang and
Shanghai. A strong swromding service netwark was
constructed by 18 Qympic service gmrantee groups and five
mobile service gmrantee teans, constituting an Qympic
Service Gmarantee Team together with the technical service
engineers of the service stations and customer centers in the
above mentioned Qympic cohost cities. They strictly and
owerall checked up and maintained NI I'T and N V engines
made by Yuchai according to the practical conditions. They
also checked up and maintained each engine once time when
each Qympic whicle was wed coordinating with public
transportation companies and trawel service agencies. At the
time, they provided 24 howrs field services, enswring all
Qympic whicles in the best operation by fast eliminating
any dbstacles of them

Thanks to the strong reliable and stable green power of

ower ten major wheat harwest provinces such as Henan,
Hebei, Anhui, Xwzhou, Shandong, Shaanxi and Sichuan, etc.
established service teans to penetrate the wheat harvest
areas so as to provide the wers with timely and direct
Services.

As a large agricutural province, Fenan Province
occupies one quarter of the total wheat output in China.
In order to ensure smooth harwests of the farmers, there
are about over 20,000 harwesters serving the summer wheat
harvest all owr the province. Dwring the harwest, Yuchai
service team members in yellow service singlet are active
in the cornfields to do their best to provide engne
maintenance service and clear the faults of the engines.
Their services have gmranteed the ruwsh harvest and reserve
of wheat, and therefore are well-received by the farmers.
In ader to proide more timely service, Yuchai has also
printed the “ Yuchai service contact list for summer
harvest in 2008" and given them out to the harwesters
working cross the regions so that they coud contact
relevant personnel accarding the telephone numbers on the
list when there are same faults with the machines so as
to get them repaired as early as possible.

Yuchai Won Title of “Golden Service” for
Beijing Olympic Games

Yuchai, the goal of providing good and highly-efficient service
to Beijing 2008 Qympic Games by the Qympic whicles was
realized While witnessing the success of Beijing Qympic
Games, Yuchai green power with excellent quality and the
sincere and convenient Yuchai service are also witnessed.



Service first in overseas market expansion

With the aim of “brand internationalization, market
internationalization and human resource
internationalization”, Yuchai prioritizes  service and

expands overseas markets positively. At present, Yuchai
has six overseas agencies, five business representative
offices, and over 100 overseas distributors, covering
business in 150 countries and regions such as Asia,
Europe, Africa and South America, etc. An important
approach to serve overseas clients in 2008 was to
positively build overseas professional marketing team
and train marketing service talents with language, trade
and internal combustion expertise. Integrate overseas
marketing and service into one package of marketing
service model; set up more overseas offices, overseas
service and distributing networks, and strengthen

Site Training of Peruvian Customers

From 2Ist to 30th of April, 2008, clients of four
companies from Mlayia & Philippines were trained for
relative  knowledge skills  regarding
principles of diesel and gas engnes, wwl trouble diagnosis
troubleshooting, as commissioning

adjust ments.

and maint enance

and well as and

I n the carse of training assembly &disassembly, inspection,
measwrement and conmissioning of the engine and BASCH pump

Yuchai Vietnam Office Director Discussing with
Technicians of Sino-Vietnam Auto Plant

cooperation on export with domestic accessory factories.
According to overseas market, have product adaptability
development, strengthen technical support and enhance
quality guarantee ability so as to nurture and stabilize a
number of overseas distributors and loyal clients.

As for the advantageous on overseas service, Yuchai’
s export to Vietnam increase by 23% on year-on-year
basis, up to over 20000 and keeping a absolute leading
market share in spite of the economic crisis and
shrinking market in Vietham. The export also increases
rapidly to South and East Asia, Middle East, Middle
Asia, East Europe, North Africa, Middle and South
Africa, and South America, etc.

were demonstrated to clients who also consulted with Yuchai
engineers specially by taking into consideration their engine
models. (ients highly appraised the training by saying that
they got deeper understanding towards Yuchai products and
services, and they were satisfied with Yuchai engines
characterized by lower naise, fuel consumption & emission. They
have recognized the Yuchai aftersale service system and are
ful of confidence for the prospective of Yuchai's products in
their own local market.
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N
B Employee Development

.

Positively create expansive
platform for each Yuchai
employee to fully explore
his/her value and potential

Every Yuchai employee

is the most precious

treasure of Yuchai. Yuchai

upholds the harmonious

humanity to safeguard the

rights and interests of the

employees, and nurtures

the Yuchai culture of

loyalty, philanthropism,

coordination and

healthiness. Loyalty means

the wholehearted love of

employees to Yuchai;

philanthropy is the tradition,

state and mind of Yuchai

people, and the unique

relaxed and harmonious

atmosphere in Yuchai;
coordination means
the coherency of targets and
actions; health means the
people-oriented care, kind service to
employees by the corporate, and its
tireless pursuance on employ
welfare.

® Sign a new round of collective contract
® People-oriented care: protect employee rights and interests,and improves employee welfare
® Promote the development of training and education

41 2008 Sustainable Development Report




Sign a new round of collective contract

In July, 2008, Yuchai Group and Yuchai Co., Ltd. signed
a new round of collective contract. The managerial
representatives and employee representatives of the two
companies signed on the new collective contracts
respectively. Implementing the collective contract system
is conducive to safeguarding the overall legal rights and
interests of the employees and the enterprises and
realizing more harmonious, stable, and consolidated
industrial relations.
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Signing Ceremony of Collective Contract

In accordance with the principles and provisions of the
Labor Contract Law of the PRC and other laws and
regulations, new Yuchai “Collective Contract” amended
the old contract, increasing from 50 articles in 11 chapters
to 91 articles in 13 chapters. Two chapters with 41
articles were added into the contract: “Female Employee
Protection” and “Labor Disputes Settlement”. In addition,
amendments were made in seven aspects such as way of
employment, rest and vacation, payment, guarantee and
welfare, professional health, employee training, supervision
and inspection of the collective contract.

Company Management Representatives and
Staff Representatives at Collective Contract
Signing Ceremony

People-oriented care: protect employee rights
and interests and improve employee welfare

Yuchai Group has been taking employee “Satisfied or
not, happy or not, agree or not and uphold or not” as the
basic criteria to evaluate its work for a long time. It
highlights rights—maintaining functions, establishes sense

of service and builds good image to become a model of
“considering from the perspective of employee, caring for
employee, seeking benefits for employee, tackling
difficulties for employee and working for employee”.

Protect legal rights and interests of employee;
establish long-lasting mechanism to work for employee

Provisions on  Yuchai Employee’s  Children
Employment Management, Provisions on Subsidies to
Yuchai Employee in Difficulties and other important

regulations and systems were enacted in 2005, and as
a result, the legal rights and interests of the employees
were protected.

On the employment of the employees’ children,
Yuchai has provided jobs to over 100 children of the
extremely poor employees and over 600 children of
employees by positive coordination and communication,
having significantly alleviated the tension that it’s hard

for employees’ children to find jobs.

On aiding those employees with serious diseases,
since 2005, the Group started to initiate the employees
to participate in “Guangxi Employee Medicare Mutual
Assistance Scheme” so as to enhance the risk—resistant
ability of employees to counter serious diseases.
Currently, 255,000 RMB has been compensated to 17
employees with serious diseases. It began to organize
the employees to take the Business Supplement Medical
Insurance since 2006.

42
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Employee Development
“Workers’ Medical Mutual !E! ity
d ||

Organize Employees to Participate

Project” and “Female Employee Healthcare Mutual Assistance Sch

Qganized by Yuchai Group, over 10000 Yuchai employees have
participated the “ Workers' Mdical Mrtwl Aid Security
Prgect” and “ Employee Mdicare Mitwal Assistance Scheme’
initiated by the [abor Uhion in Guangx. These two schemes are
supplements to the employee health insurance, and could cover
part of the medical cost beyond the health insurance ceiling by
some patients with seriows diseases. They are protective to the
employees’ life. The contribution of the “ Workers' Mdical

Mtwal Aid Secwrity Prgect” is 40 RMB/year/person, with the
uion covering 20 RMB and the employee cowering 20 RMB the
contribution of the® Fenmle Employee Mitwal Fealth Scheme” is
25 RMVB/year/person, totally taken care of by the employee. I n
2008, one fenmle employee who has attended the two schemes
gets seriowly ill, and she got a high ensuring fund of 27000 RMB
which had alleviated her medical burden and family financial
difficul ties.

Undertake “heart-winning project” to provide comfortable living environment to employees

The Group begins with the hardware equipments to
finance through different channels, has constructed 25
living service facilities such as Yuchai badminton courts,
indoor stadiums, cultural centers, dining halls, employee
healthcare centers and water parks, etc. to serve the

employees wholeheartedly. It has also reconstructed
many supporting projects such as stadium, basketball
court, indoor and outdoor gyms and racing tracks, etc.
and completed relevant green belt construction.

Focus on details to serve the employees duteously

Collect funds and materials through multi-channels to
provide employees with welfare facilities and services,
including:

It has built over 30 crush-rooms in the factory to
provide rest places to employees during the breaks;

The union allocates 100,000 RMB every year to set up
medical boxes in the production areas so as to deliver
treatment and medicines to working positions to treat
small illness of the employees; and also allocates 10,000
RMB every year to provide drinks to the workers in the
workshops and improve the labor protection conditions.

It has positively coordinated the government and
relevant departments to complete the construction of
water supply so as to improve the water quality for the
employees’ residential use.

Yuchai’s Staff Cout

It organizes all employees to have annual regular
physical examinations, and the employees who face the
danger of occupational diseases relating to noise and
dust to have on-the—job health examinations.

Promote the development of training and education

Staged personal training mechanism

Following the teambuilding concept of

technical

a Senior talents

experts teaching apprentices,
international and domestic forums for senior
talents, exchanging meetings and EMBA

“Building a high quality team of cadres
and the creative laboring group”, the
company establishes a staged personal

ﬁ] Medium talents

Assistant system, cadre rotation system, sending them to
study for doctor, MBA and master degrees, project manager
responsible system, open competition for cadre positions, cadre
reserve training system, and outward bound training

training mechanism and multi-channels
for development so as to provide an
ample development space for the
employees. In 2008, Yuchai has

person at
arranging classes for diploma and skills

Old (employee )teaching new (employee )system, job rotation, one
i | major with multi-skills, one person with multi-opportunities and one
unior talents multi-positions  training system — entrusted

employed 2610 persons with bachelor
degree and above of the higher
educational background, 107 persons
with high—level professional certificates,

training,

fpnis Aq L“ll'l,l;‘ l prr

| Talent stage

Reserve, training system

and 756 technicians and  senior
technicians.

2008 Sustainable Development Report



2008 Structures of Education and Technical Titles of Yuchai Group Staff

6000 [~
5000 |
4000
3000 [~
2000
1000 -
doctorate| graduate | under- | junior | technical |senior high{high-level | medium |junior-level
student | student |graduate | college | secondary school and|professional -level professional
school  thereinafter|certificates | professional |certificates
certificates
"1 2006 15 112 1627 2169 | 3408 5172 89 774 1489
Ml 2008 21 161 2428 3689 5402 5328 107 909 2283

Define training needs

In order to meet the needs of strategic plan, annual
operation targets, talent needs and reserve plan, market
competition and core competitiveness enhancement, etc.,
the Group has defined the training needs in four
modules such as operation, skills, quality and education

according to the demands of performance evaluation and
technology changes and on the basis of balancing
medium and long-term goals of the company and the
career development of the employees.

training planning training plan targets needed for operation
needs management talents, technicians, senior

HR planning needs of
the company

T technicians and marketing talents

Project training needs the needs of pragmatic training to realize
short-term goals and forward-looking and of

needs of short—term
and long-term goals of
the organization

balancing the reserved training to realize long-term goals
training needs of enhancing personal

. training needs of innovation management, main needs of performance
annual training needs new technology, new technics, new measurement, improving
equipments and new materials performance and technology

needs of employee
training and career
development

with the staff

|Training needs survey ::> &?ﬂgngiﬁ; 'Zgb }_\/_\]@Mmeeds
X X X

long—term

and quality, education, professional
short-term || qualification and title
goals of the
organization

Make training plan

Training needs
module

training |training training

Questionnaire, satisfaction Analyze and define | [Operation| Technical(Education| Quality
survey, work analysis, ability needs, evaluate| ftraining
needs categorizing current ability and find
and collecting ability gap

2008 Sustainable Development Report
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Employee Development

Innovate training model

In order to ensure the realization of training goals, the
company has continuous innovation on training models,
including: improving training management, defining
training functions accurately and enhancing execution of
training plans; building knowledge communicating
platform, seeking resource support and creating targeted
training models; ensuring the implementation of annual
training activities.

main ovatve Achieh{ {1

enhance the

and

EIN a learning platfom to
camprehensive  quality  of
management staff and functiomal — departments'
backbone staff. There are 531 cowses on this
platfom, and it is a major supplement to enhance
the comprehensive quality of management staff and
professional technicians.

medium senior

Q Distance education Fuly we modern teaching
ways to arganize at least eight trainings related to
management knowledge, skills and operation ability
every month for management staff. The purpese is to
broaden the wvision, upgrade the knowledge and ways
of thinking of the management staff.

o "Mnthly Lecture" by professionals I nvite
technical experts, senior technicians and masters for
some types of woark as the trainers to gwve special
lectures about new products, leading techndogies or
anmalyzing actwal difficut cases.

0 Training center  Provide sharing
platfom to transfer management information and
knowledge to training teans and receive feedbacks
so as to upgrade and circuate knowledge timely
and provide foundation for establishing menuform
training mechanism

resource

o Skill base Provide professional skill training to
new employees and onjdb employees to improve the
operation skills, develop good human resources for the
company so as to meet the needs for highqulity

empl oyees.

Manage and implement training projects

salesmen and engineers training

Coverage and strengthening of sales team training: the
rapid upgrading products and their functions demand for
timely follow-up of the sales ability. The Group
organizes the directors and service managers in the
offices of the selling company to have systematic and
targeted trainings by regions and sections.

Senior engineers training: Centering on R&D of new
products, optimizing product structure and technical
innovations and other projects, the Group has close
cooperation with colleges and universities, science and
research institutes and foreign enterprises to jointly
tackle problems in science and technology, and uses the
educational resources of colleges and universities to
open schools jointly to train high—quality and high-level
human resources.

Skill trainings of production-line workers

Three—-level apprenticeship training modes: According
to Yuchai “three-level” training management system, the
Group improves the Provisions on Apprenticeship
Management and contributes to expanding senior
technician team via the model of master on-the—job
“imparting, helping and guiding” to impart technical
theories, operation skills, unique skills, advanced
operation methods and experience and realize knowledge
sharing.

2006-2008 apprenticeship training accomplishment

v~ company-level department-level group-level
apprenticeship apprenticeship apprenticeship

15 pairs of senior skilled 30 pairs of medium 349 pairs of multi—

2006 workers and above workers and above  position technicians

2007 30 pairs of senior skilled 45 pairs of medium 389 pairs of multi—

workers and above workers and above  position technicians

2008 37 pairs of senior skilled 60 pairs of medium 290 pairs of multi—

workers and above workers and above  position technicians
Strengthening  skilled workers promotion: Clarify
training content, training ways, training time and
specifications on  evaluation for promotion junior
technicians to senior technicians according to the
"Measures on Technician Promotion Training

Management" of the company. Ensure theoretical training
time of three months a year according to annual
technician grading promotion plans of the company.
Technical trainings are mainly for learning cross—position
and multi-position skills based on the position of each
employee.

2006-2008 technician promotion training accomplishment

Senior skilled worker | technician | Senior technician
2006 547 308 33
2007 639 360 29
2008 505 264 46




Establishing skilled pace—-maker
system: According to the
Measures on Skilled pace-makers
Management, assign “Chief
Workers” and “Chief Technicians”
at key posts such as
foundry—men, smelters, internal
combustion engine fitters,
maintenance fitters, maintenance
electrician, welders and
mechanical inspectors, etc. so as
to bring the exemplary and
leading role of high-skilled talents
into full play.

Yuchai Employees Parti
the 4th Zhengxing Cup
Youth Skill Competition

I n November, 2008, 4 Yuchai employees, on belalf o
Guangd, reached the final of the 4th Zhenxing Gp
Nitional Yourh Skill Competition held in Shenyang,
Tiaoning Province. They helped Guangx team to cbtain
the 6th place on total scores, 14th place in the
milling contest, and 20th place in the computer
programimer contest.

The theme of the Gompetition was“ improving youth
skills to pramote scientific development”. As one of
the five natiomaldewel competitions in 2008, it had
three contests for different type of woark such as
fitter, miller and computer programmer, with 10
cdlective prizes and 20 personal prizes. Those who
ranked top 5 in the final coudd be promoted to
technicians or senior technicians; those who ranked
6th20th could be promoted to senior skilled workers
o technicians directly.

Yuchai Contestants at Competition

2008 Yuchai Top 10 Technicians

Establish l |
“Yuchai Technicians Ass¢ atip

Yuchai Technicians Association” was founded
on Juy 10th, 2008 to facilitate the rapid
development of technical talents, and provde
the technicians of the company with a
platform of mutwal+earning and exchanges. This
is the first technicians association in internal
combwstion engine indwtry in China, and it is
a stage for technicians to improwe ability, show
strength and contribute to corporate production
and development. The current activities include:
arganizing technicians to mmke techndogical
breakthroughs so as to tackle the qulity
problens in market feedbacks; facilitating the
knowledge, skills and experience sharing of the
excellent strengthening  outside
training of the technicians, serving the
production and operation of the company with
what they have learned.

technicians;

- - -

Inauguration Meeting of
Yuchai Technician Association
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-
“Business Cooperation

The suppliers and service system of Yuchai are crucial
interested parities and business partners for Yuchai

They have supported

Yuchai’s development

and witnessed Yuchai

soaring. Common

missions connect them

closely with Yuchai.

Yuchai and its business partners

have jointed their hands together

through the ups and downs, and the

concept of social responsibility give

them higher common pursuance. The

development of each business partner has

created conditions for Yuchai’s sustainable
development, while the development
of Yuchai has provided greater space
for the development of their business
partners. The cooperation between
Yuchai and its business
partners is the true reflection
of the philosophy of All Win
in Harmony.

@® Closely cooperate with providers for mutual benefits and win-win situation

® Signed Social Responsibility Commitment with cooperative partners




Closely cooperate with
providers for mutual benefits
and win-win situation

The corporate culture and philosophy of some suppliers
have not followed the development of Yuchai, and they are
slow in enhancing technical and management levels. These
have constrained the healthy and rapid development of supply
chains. Facing this situation, Yuchai tries to infuse Yuchai
culture to suppliers through joint meetings, mutual Vvisits,
business communications, conferences and learning so as to
change the conceptions of the suppliers to adapt to the
development demands of Yuchai.

2008 Yuchai Suppliers Meeting

It has monthly and annual comprehensive evaluation of the
suppliers on quality, cost, technology and strategy, etc., and
decides the supply share of the suppliers according to the
result of annual evaluation, giving bigger share to those who
have better quality. It establishes long-term strategic
partnerships with core suppliers and supports them to develop
and get stronger together with Yuchai.

Facing the promulgation of labor laws, labour cost and
price of raw materials increasing, which cause the higher cost
of the suppliers, the Group keeps using joint technology to
lower the cost. Meanwhile, it ensures to purchase sufficient
parts with good quality timely at reasonable prices by
effective means such as monitoring and checking the price of
raw materials at different times, and improving producing
efficiency by re—checking the value of man-hour, etc.

With constant development and technology and quality
upgrading, Yuchai has higher and higher requirements for the
suppliers on supply ability, technologies, product quality and
cost control, etc. In order to ensure that suppliers could meet
the development demands of Yuchai, Yuchai does not only
send engineering technicians to guide and support the
suppliers so as to enhance their comprehensive strength, but
also organizes suppliers to design and develop jointly, and
offers suppliers with preferential commercial policies on the
basis of clarifying the requirements of IPR, product quality
and capability building so as to make sure that suppliers
could share the according share and long-term benefits after
successful joint R&D.

Carry out themed activities of “being nice to suppliers is
being nice to yourself”, enhance the employee awareness of
respecting, supporting and being nice to suppliers and
implement it into real work by learning, discussing and
advocating the corporate management philosophy of being
nice to suppliers.

Signed Social Responsibility
Commitment with
cooperative partners

As a representative of national engine enterprises, Yuchai
has been working hard to shoulder the responsibility of
rejuvenating national industries and creating harmony among
human, society and nature. Since 2006, Yuchai has signed
Letter of Commitment on Social Responsibility with its
suppliers so as to ensure all suppliers to fulfill the social
responsibility in protecting employees' rights and interests
and environment. In January, 2009, at Yuchai Machinery
Press Conference & Marketing Service Conference, the
representatives from Yuchai, main machinery factories to
support Yuchai engines, Yuchai Supplier League and Yuchai
service systems released a “Common Commitment on Social
Responsibility”.

N\, M.'.‘"ﬁ".

Yuchai and Par-tners Signing
“Common Commitment of Social Responsibility”

Eight social responsibility
commitments are made to
the society:

1. Abide by laws and regulations, advocate social-recoenized
commercial morals and codes of conduct;

2. Protect resources and ecdogical environment,
develop environment friendly techndogies and product green
products spontaneasly;

3. Pwsh forward techndogical innovation, actwalize recycling
economy, and be a pioneer in saving energy and reducing

natural
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4. Be responsible for product and service quality, be honest
and credible, and no regret for the society;

5. Enhance core competitiveness of the service, optimize the
service walue for wsers;

6. Respect and care for employees, mmintain legal rights
and interests of employees, and safegmard the production
safety of employees;

7. Positively support charity prgects, participate in public
benefit activities and commumity constructions;

8. Ielp and support each other, and cooperate to seek
common _dewelopment, establish harmonios  indwstry chain,

and achieve win—win sitwtion.

uazpiy aesodio)
Jud||99Xx3 ue ag

suolssi|\| pue
SjeoH 600¢



L
¥ Be an Excellent Corporate Citizen

Be an excellent
corporate citizen; make
positive contribution to
community and social
development

Yuchai Group inherits

the philosophy of social

responsibility, takes being

an excellent corporate

citizen as its goal, keeps

its relations with the

society and communities

harmony and close, positively

inputs human, material and capital

resource into public benefit causes,

carries out activities such as

poverty assistance, financing
schools, disaster relieving
and supporting culture and
sport causes, and builds
good corporate image.

@® Build harmonious community
® Support Sichuan earthquake disaster areas
® Energy saving and emission reducing enter into the families of Yuchai employees

® Establish Yuchai Young Volunteer Service General Team

49 2008 Sustainable Development Report




Build harmonious community

Yuchai Group positively supports and participates in
community construction, implements community policies
of “co-inhabiting and co-building, resource sharing,
mutual help and win-win situation”, demonstrating the

The Group carefully implements national provisions
related to the disabled employment and rights and
interests guarantee, fulfills its social responsibilities
consciously, positively providing employment opportunities
to the disabled and arrange them to do jobs according

core philosophy of “Green Development and All Win in
Harmony” and the humanism sentiment of “Caritas and
Good Health”.

to their ability, and guarantee them to have equal pay
for equal work, equal rights and interests and welfares
accordingly. Up to now, it has offered jobs to 110
disabled people.

There are about 500 returned overseas Chinese and
their families in Yuchai community. Most of them are
on-the—job or retired employees who have made
contribution to the development of Yuchai and Yulin
City. Yuchai Group has always been caring about their
working and living conditions. The trade union and the
community positively safeguards the legal rights and
interests of the returned overseas Chinese and their

families, guarantee their employment, pension and
medical insurance benefits and help them to get over
difficulties. In 2008, Yuchai community was entitled by
Overseas Chinese Affairs Office of the State Council
as the “overseas Chinese laws propaganda corner”,
becoming one of the three national-level “overseas
Chinese laws propaganda corner” in Guangxi.

“Overseas Chinese Laws Publicity Corner” Kick—off Ceremony by Yuchai Community
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Support Sichuan earthquake disaster areas

Yuchai Staff Donating for Sichuan Earthquake

Looking at the destroyed schools in Wenchuan
earthquake, any people with a sense of social
responsibility will not stand by unmoved. The whole
country mourns for and the whole world is shocked at
the big earthquake in Wenchuan. The disaster suffered
by the fellow citizens shocked Yuchai Group, and deeply
touched the hearts of 17000 employees of Yuchai .
Yuchai believed: helping the quake-afflicted compatriots
to overcome the difficulties, any enterprise with a sense
of social responsibility will not stand by unmoved.” After
the earthquake took place, the Group delivered a
“Yuchai Group earthquake disaster relief and rescue
plan” immediately, demanding emergency actions from
offices in Sichuan, Gansu and Shaanxi to organize
manpower and materials for earthquake relief work. 36
sales and service personals in Chengdu offices of
Yuchai limited companies, engineering companies, power
companies and logistic companies, and over 600 service
personals in first-level service stations of Yuchai system
constituted rescue groups and service teams to
heavy-afflicted areas such as Mianzhu, Beichuan and
Guangyuan, etc. Within the “Golden 72 hours” for
rescue, they assisted the Rescue Force to rescue 16
people and repaired over 100 machine-times of rescue

Yuchai fleet transporting disaster—relief
materials on the road

Rescue worker driving Yuchai
Excavator to clear ruins

vehicles. Meanwhile, the Group decided to provide gratis
assistance to the earthquake-relief and post-disaster
reconstruction in afflicted areas in Sichuan, and organize
working groups to carry out condolence activities and
assistance handovers in the afflicted areas.

Yuchai Group donated over 15 million RMB both in cash
and beneficence to the disaster areas, among which 2.3
million RMB in cash donated by employees, and the rest
donated by the Group in equipments that include 100 sets
of electric generator, 10 small excavators, and 1 garbage
treatment truck, totally worth over 12 million RMB. These
equipments were delivered to Sichuan Charity Federation
directly, and were allocated to the afflicted areas by the
Department of Civil Affairs of Sichuan Province. At the
same time, Yuchai built a Songtao Hope Primary School in
Ziyang, Sichuan Province with its own fund. The Group’s
committee of female employees decided to make May of
every year the “Spring Bud Girl Donation Month”, and also
called on employees to sponsor and donate to spring bud
girls. Besides sponsoring local spring bud girls, the
donated money collected would also be used to provide
financial aid to spring bud girls in Songtao Hope Primary
School.

Inauguratlon Ceremony for Sichuan Ziyang Hope
Primary School sponsored by Yuchai



Energy saving and emission reducing

enter into the families

In 2008, Yuchai Group launched energy saving and emission
reducing family activities to propose to the employee families:
begin with myself, begin with my family and take active part in
energy saving and emission reducing family activities. The
contents of the activities are: building “Energy-saving and
Emission-reducing Volunteer Team” to voluntarily publicize the
significance, knowledge and skills of energy saving and emission
reducing voluntarily; nurturing propaganda backbones to educate
common knowledge on energy saving and emission reducing
extensively in each living area; distributing green shopping bags to
reduce white pollution; establishing family energy—saving,
emission-reducing and consumption-lowering files; organizing
family article soliciting contests and knowledge competitions on
energy saving and emission reducing; set up “energy saving and
emission reducing” propaganda column; and entitle “Model Family
of Energy-saving and Environmental-protection”. There are over
1300 families participating in this activity in Yuchai Group.

of Yuchai employees

Yuchai Women’s Federation
presenting flag to Yuchai Group

Establish Yuchai Young Volunteer Service General Team

March 16th, 2008, Yuchai Young Volunteer Service
Team of Yuchai Group was established and over 170
young volunteers participated in the team. The goal of
the service team is to serve the community and the
public, and enhance one’s own quality when involving in
public affairs to become civilized new youth meeting the
demands of Yuchai development. Voluntary service
activities for the first time include the finishing of
community parking lots, building protective fences around
water pools and cleaning the factory regions, etc. Young
volunteers greatly promote the spirit of “dedication,
affection, mutual-help and progress”, build civilized image
of Yuchai youth, practice the core philosophy of “Green
Development and All Win in Harmony”, and make new
contribution to Yuchai development.

-,

Group Photo of Yuchai Young Volunteer Service General Team
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B 2009 goals and missions
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@® Business Guidelines
® Business Goals
@® Work Priorities

2008 Sustainable Development Report

The following years would by key
periods for Yuchai development. For
next 3-5 years, the sales goal of
Yuchai Group is 35-55 billion RMB,
and the sales goal for 2015 is 80
bilion RMB; the goal of human
resource development is
team-working, three—dimension,
professionalization and
internationalization; R&D innovation
goal is building independent
innovation ability, and establishing
world—class engineering and research
institute; cultural enhancement goal is
inclusiveness, openness and advance;
the brand building goal is to build a
world famous brand.




Business Guidelines

The operation guideline for Yuchai in 2009 is “ strengthening intermal work and external bulding, storing up

”

energy to start out”. Its comnotation is: working hard to enhance its internal strength, bulding external
market, fostering growth points and integrating synergy to dewelop. Uhite and initiate all employees to work

together to ensure growth, make contribution, facilitate
famows brand and becoming a transmational enterprise”.

development, and work tirelessly to “ bulding world

i. Internal work——working hard to enhance strength

M Practice strategy—exerting overall efficiency: adjusting the W
11th Five —year Development plan and segmenting the 12th
Five —year Development plan of the Group; establishing
strategy management system to guarantee the implementation
of the strategies. |

B Regularized control—supporting the development of the Group:
establishing highly —efficient, pragmatic and regularized ranking
management and control system so as to optimize the overall
value of the Group, and make it stronger and bigger.

B Structural adjustment—strengthening the competitive advantages:
(1) Keeping deepening internal industry restructuring to gradually
withdraw from small subsidiaries which are not so relevant to
core businesses, and center on main businesses to strengthen M
the core businesses.
(2) Synergizing automobile parts industry to enhance the core
competitiveness of the parts enterprises of the Group; seizing
the important development opportunity of building new
countryside to enter into agricultural machinery industry.
(8) Optimizing product structures, upgrading the performance M
and quality of existing products, strengthening product planning
and R&D, and creating more new products competitive
advantages.

B Quality control enhancement—enhancing brand value: Carrying
out education on quality sense and enhancing the sense of
manufacturing quality; advancing quality control and increasing M
the stability of product quality; strengthening manufacturing
technology to ensure the adaptability of the technics;
innovating quality evaluation methods and fulfilling quality
responsibility.

HR training—reserving development stamina:Making human
resource inventory, delivering HR plans, optimizing HR
structure, and preparing HR reserve.

Risk control—ensuring continuous operation:

(1) establishing Group fund-monitoring system to control the
fund flows of the subsidiaries;

(2) strictly controlling stocks and receivable account to reduce
the risk of capital depreciation and lower the proportion of
bad debts;

(3) playing the monitoring role of finance principals and
internal  auditing, and  establishing healthy  operation
mechanism of dual-monitoring.

Lowering the cost——increasing operation benefits:

(1) deepening overall budget management;

(2) applying technologies to lower the cost;

(3) innovating financing ways to lower the finance expenditure;
(4) strictly controlling management and operation expenses.

Strengthening  responsibility—enhancing  execution  ability
Studying responsibility mechanism of the Group to make good
construction plans for responsibility mechanism; promoting the
construction of responsibility mechanism by stages and steps
with strengthening functions and optimizing processes as
important contents.

Enrooting  culture—promoting harmonious development:
Strengthen corporate culture disclosure, enroot corporate
culture philosophy, build team culture constantly, build creative
labor group and excellent management team so as to
facilitate the realization of strategic goal by “culture strength”.

External building——building market, developing growth points

B Developing external product markets:
(1) the modules of diesel engine and heavy industry enter
into new fields;
(@) products of parts expand towards the outside of the Group. W

M Exploring external financing channels:Carry out profound
multi-variety cooperation with financial institutes through

multi-channels so as to fulfill the financing needs of the
Group operation and expansion.

Prudent outward investment:Selectively seek investment
opportunities, positively explore new projects, strengthen the
Group industry chain, and foster new economic growth points
of the Group.

lii. Storing up energy--integrating synergy to start out

B Cohesion:Have crisis education on situation and responsibility,
strengthen employees’ sense of responsibility, and enhance
cohesion; strengthen employees’ spirit of ownership and
implement projects for people’s livelihood; strengthen party
construction work to exert the core role of politics; Promote M
harmonious Yuchai construction and the stability of the
enterprise.

M Core competitiveness:Innovate incentive mechanism; research

and develop advanced products; nurture core human
resources; implement technological marketing, optimize and
expand the service network.

Execution ability:

(1) establish and regularize the management and control
system of the Group;

(2) optimize systems and reengineer processes;

(3) have internal supervision to guarantee the execution.
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2009 goals and missions

Business Goals

The business goal of Yuchai for 2009 is ensuring a sale of 21.5 billion RMB, and
trying to achieve 23 billion RMB.

Work Priorities

The work priorities of Yuchai for 2009 are positively coping with the international
financial crisis, establishing strategy management system of the Group, deepening internal
restructuring, expanding external financing channels, initiatively seizing market
opportunities, accelerating technologic transformation, innovating incentive mechanism,
researching and developing advanced products, fostering innovation culture, introducing
and nurturing innovation talents, improving the ability of independent innovation, and
enhancing market competitiveness. Therefore, Yuchai main working tasks in 2009 are:

i. External

1. Further expand strategic partnerships with major machinery factories so as to
overcome difficulties together and achieve win-win situation in the market.

2. Establish the relationship of “honesty, trust, fairness and justice” with the suppliers to
commonly fight against the market crisis.

3. Oriented from clients’ satisfaction, strengthen the brand relationship between clients
and the company.

4. Expand to the world based on local development, pursue a path of internationalization.

5. Make good preparation on capital operation so as to seek opportunities of listing and
financing.

ii. Internal

1. Strengthen the leadership building, enhance the quality of the cadres team.

2. Push forward professional talents training so as to build creative labor group.

3. Strengthen internal work and continuously enhance the overall management of the
Corporate.

4. Reinforce product development restructuring and new technology reserve, and release
advantageous products which are “advanced and applicable”.

5. Uphold energy—saving and emission-reduction, and scientific and technological
progress,continue cost—lowering projects.

6. Improve risk—control ability and crisis—handling ability.

7. Strength safety management, maintain corporate stability and create harmonious
development environment.

8. Innovate working mechanisms and systems.






