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CORPORATE INFORMATION (CONTINUED)
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CORPORATE INFORMATION (CONTINUED)
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CORPORATE INFORMATION (CONTINUED)
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FINANCIAL HIGHLIGHTS B i ia 2
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CHAIRMAN'S STATEMENT

* & ¥k
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Dear Shareholders,

On behalf of the Board, | would like to present the audited annual results of
the Company for the year ended 31 December 2016.

I.

REVIEW OF OPERATIONS

In 2016, faced with complicated and volatile international and domestic
environment, the Chinese government promoted and advanced the
"Five-in-One” overall layout and the “Four Comprehensive Strategic
Blueprint”. It insisted upon the general working theme of making
progress while maintaining stability, actively adapting to and pioneering
amidst the “new norms” in economic development. Emphasizing
structural reforms of the supply aspect and appropriately expanding total
demand, the Government facilitated reforms with steadfast commitment
and properly responded to challenges posed by risks, cultivating positive
social expectations. The overall economic performance has found
stability within slowing growth and demonstrated positivity amidst
stability. In 2016, the national gross domestic product reached RMB74.4
trillion, representing a year-on-year growth of 6.7 %.
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CHAIRMAN'S STATEMENT (CONTINUED)
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During the reporting period, under the influence of a multitude of
factors including the implementation of the Guobiao GB1589-2016
standard and the new anti-overloading policies, fostering of PPP (Public
Private Partnership) projects and acceleration of infrastructural
investments, the heavy-duty truck industry in the PRC realized substantial
growth. Annual sales volume reached 733,000 units, representing a
year-on-year increase of 33.1%. Further, the transfer to the Company of
100% equity interest in Weichai (Weifang) Medium-duty Diesel Engine
Co., Ltd. (“Weichai Medium”) was completed in October 2016. During
the reporting period, the Company reported sales of 198,000 units of
heavy-duty truck engines (including Weichai Medium), representing a
year-on-year growth of 67.8%. The Company maintained its leading
position in the industry with its market share of 27%. Shaanxi Heavy-
duty Motor Company Limited (SRPEEAL/FEHFRAR]), a controlling
subsidiary of the Company, reported an aggregate sales of 82,000 units
of heavy-duty trucks for the year, representing a year-on-year increase of
46.9% and ranked fourth in the domestic heavy-duty truck industry in
the PRC, further boosting its competitiveness. Shaanxi Fast Gear Co.,
Ltd. GREDE T REWRAREME AT, a controlling subsidiary of the
Company, has maintained its leading position in the industry with its
aggregate sales of 501,000 units of gear boxes, representing a year-on-
year increase of 23.2%.

During the reporting period, fixed-asset investments in the PRC
(excluding agricultural households) reached RMB59.7 trillion,
representing a year-on-year growth of 8.1%, a drop of 1.9 percentage
points in growth rate year-on-year. The total planned investments for
newly-commenced construction projects reached RMB49.3 trillion,
representing a year-on-year growth of 20.9%, an increase of 15.4
percentage points in growth rate year-on-year. Investments in property
development reached RMB10.3 trillion, representing a year-on-year
growth of 6.9%, an increase of 5.9 percentage points in growth rate
year-on-year. As such, the construction machinery industry rebounded
from its trough and the trend of recovery was apparent. In 2016, the
construction machinery market reported sales of approximately 399,000
units, representing a year-on-year growth of 8.5%, among which, the
sales volume of wheel loaders with a load capacity of 5 tonnes was
42,000 units, representing a year-on-year increase of 0.04%. The
Company sold a total of 32,000 units of engines for wheel loaders with
a load capacity of 5 tonnes, representing a year-on-year increase of
19.4%. The Company continued to maintain a leading position in the
market of wheel loaders with a load capacity of 5 tonnes with a market
share of 76.2%.

WEICHAI PowWER Co., LTD. H4EHBRMNBERLAD

TRESE (B8)

&N ¥ GB1589-— & — N MR R
I E M - PPPIEE HEE - EFEIREM
REREFE BRERTEERK
BER 2FERHEERIEH AL
#E331%: ME —_T—~F+ AR
AR EAECES) PR hE S
BR A AT M [ 5 R # 2 F11)100% iR
EoREHA AR AABEEST FH®
FE198E (B HLEFPHK AT Ak
BR678% TEFRMBEEMLE XE
27%  TERBHMAEBE AR FER
FARIPREER TEHR QA2 FHH
EEARE28 W - AL K46.9% -
UEBRERCESFNAMN  HFEHE
— e AR RIERFRRKAEL
SERARET AR FAEEER
M50 1B A RAiER23.2%  #ERS
THEBEMAL

REHRN BRETEERE(TEE
F)S 7B B R K81% &R E
FIEE - A IEAGE AR
BE493F BT ALIEK20.9% LR 2
S154EBE D B ERBEREI03
EET AL ®ER69% B EIERS59
MEDZ T E TREWTER
ERE BEBZPH —FT—F -
TREMMEELHEEIEE BLLiE
£85% ' H fh:SHE 2 & K E428
& B EF0.04% o KA R) 8 & B
ECHi KB EIHEI2ES  RLLig
£19.4% - 7ESME 3 & # M 516 8 X &
762% B RFEE BN EEM
fif o



CHAIRMAN'S STATEMENT (CONTINUED)

During the reporting period, under the influence of a multitude of
factors including downturn in macro-economy conditions and volatility in
overseas markets, there was a downturn in the overall passenger vehicles
market in 2016, which reported an aggregate sales figure of 543,000
units (including incomplete passenger vehicles) for the whole year,
representing a year-on-year decrease of 8.8%. Among such, benefiting
from policies on the national subsidy of new energy and regulatory
tightening on emissions, the new-energy passenger vehicles reported an
aggregate sales figure of 107,000 units, representing a year-on-year
increase of 31.5%. The new-energy passenger vehicles segment grew
substantially and became a major force in driving the growth of the
passenger vehicles market, especially for medium-sized passenger
vehicles, which reported an aggregate sales figure of 99,000 units,
representing a year-on-year increase of 26.1%. Under the substitution
effect of other means of transportation such as national express rail, the
performances of long-distance passenger transportation and tourist
passenger transportation market sectors were both unsatisfactory,
reporting an aggregate sales figure of 103,000 units, representing a
year-on-year decrease of 9.6%. During the reporting period, the
Company’s aggregate sales of engines for use in large and medium-
sized passenger vehicles amounted to 22,000 units (including Weichai
Medium), representing a year-on-year increase of 5.8%, and accounting
for 11.3% of the market share of large-sized and medium-sized
passenger vehicles.

During the reporting period, the Company advanced with structural
adjustments of its products and businesses based on market conditions,
leading to a more healthy and balanced structure with increasing market
competitiveness. In 2016, the upgrade of “Landking” engine products
was steadily promoted. The sales figure for 10L and 12L engines was
218,000 units, maintaining the stable leading position of heavy-duty
engine products in the heavy-duty truck market, the market of wheel
loaders with a load capacity of 5 tonnes and the market of passenger
vehicles with a span of over 11 metres. Meanwhile, sales of strategic
products and in strategic markets grew substantially. The sales of
Yangchai VM engines increased by 70.9% year-on-year to 19,023 units,
the sales of WP13 engines increased by 11.5 times to 15,494 units, the
sales of new-energy power system increased by 5 times to 2,991 units,
the sales of engines for use in agricultural equipment increased by 2.9
times to 15,383 units (including Weichai Medium) and the sales of
engines for use in forklift trucks increased by 56.5% to 2,417 units.
During the same period, Shaanxi Heavy-duty Motor Company Limited, a
controlling subsidiary of the Company, completed the product mix
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allocation for various series of products such as X3000, M3000 and
L3000, extending the product platform from heavy-duty trucks to
medium-duty trucks, thereby highlighting the advantages of products
with their series-based, platform-based and market-leading elements
while concurrently achieving first-ranking sales volume growth in the
industry. Relying on the advantages of leading quality and technical
innovation, Shaanxi Fast Gear Co., Ltd. continued to speed up the
structural adjustments of its products. Eight series of products such as
the self-developed S-series gear boxes and AMT/AT auto transmission
gear boxes, as well as new-energy products such as wheel reducers were
competitive in capturing leading market position and enjoyed
advantages in terms of scaled development.

During the reporting period, the Company was committed to the main
working themes of the three major campaigns of “Cost reduction, loss
elimination and fostering innovation”, “3+1” formula and the thirteen
battles, strictly adhering to the notion of reforms and innovations,
fostering structural adjustments, maintaining a positive development
trend, and substantially uplifting the quality of operation and
profitability. Firstly, we streamlined the cost management and control
system of innovative products in order to form an all-series and fully-
segmented market gross profit planning, which serves as a benchmark
for setting target costs for new product development and lowering the
costs of existing products, thereby creating cost differentiation
advantages. Secondly, we moved steadfastly towards high-end
development by continuing to enhance the technology innovation
mechanism and releasing our technicians’ vitality of innovation, and kick-
starting the high-end engines R&D projects represented by WP13, WP17
and D-series products, striving to become the best in the world. Thirdly,
we fostered solid management innovation, committed to using
indicators to unify our management language to improve efficiency
through order, pin-pointed customers’ needs under our methodology
and enhanced corporate value with our services, putting in place the
WOS management operation system which is feasible, exportable and
evaluable. Fourthly, we fostered smart manufacturing base infrastructure
and achieved breakthroughs in the five major business areas, which
include R&D technology, supply chain, marketing services, functions
management and control and infrastructure, and promoted corporate
agile manufacturing capabilities with “low cost, high efficiency and high
quality”. Fifthly, we insisted on the “dual-wheel driving” of both product
operation and capital operation, steadily pushing forward our strategy of
internationalization and realising export growth against the adversity
faced by the market. Overseas businesses, which were in general
positive, became an important source of profit which supported our
corporate development.

WEICHAI PowWER Co., LTD. H4EHBRMNBERLAD
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CHAIRMAN'S STATEMENT (CONTINUED)

I1

[1I.

During the reporting period, the Company’s revenue increased by
25.6% compared with that in 2015 to approximately RMB93,184
million. The net profit attributable to shareholders of the listed company
was approximately RMB2,441 million, representing an increase of 72.9%
compared with that in 2015. The basic earnings per share was RMBO0.61,
representing an increase of 74.3% compared with that in 2015.

DIVIDENDS AND ISSUE OF BONUS SHARES

Putting shareholders’ interests and returns as its top priority, the
Company has maintained a relatively stable dividend policy. On 29
March 2017, the Company’'s 2016 profit distribution proposal was
approved by the Company’s 5th meeting of the fourth session of the
Board: the Company proposed the distribution to all shareholders of a
cash dividend of RMB2.50 (including tax) for every 10 shares held and
an issuance of 10 bonus shares (including tax) for every 10 shares held,
based on the total share capital of 3,998,619,278 shares, without any
capitalisation of reserve. Completion of the proposal is subject to the
consideration and approval by the 2016 Annual General Meeting, the
first Class Meeting of the A Shareholders in 2017 and the first Class
Meeting of the H Shareholders in 2017. Please refer to the further
announcement to be issued by the Company for details on the closure
of registers of members in determining the shareholders who are eligible
for the final dividend.

AcQUISITION AND CONSOLIDATION

In 2016, KION Group AG ("KION"), an overseas subsidiary of the
Company running with a stable development, acquired the entire
interests in Dematic, a globally leading automated logistics supplier, at a
consideration of EUR2.1 billion, hence becoming a global leader in the
intralogistics solution sector.

In order to further enhance the core competitiveness of the Company,
improve the level of its international operation, and strengthen the
Group's allocation of quality overseas resources, the Company increased
its shareholding in KION to 43.26% through subscribing new offer
shares of KION and acquiring shares from the secondary markets,
maintaining the Company’s status as the single largest shareholder of
KION.

In order to become a major operation platform of high speed diesel
engine, the Company acquired 100% equity interest of Weichai Medium
held by Weichai Group Holdings Limited, speeding up the resource
integration of high speed diesel engine business under Weichai Group
Holdings Limited.
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IV. QOuTLOOK AND PROSPECTS

12

Going into 2017, the global economy will continue to see a sluggish
growth with a weak recovery, with factors of uncertainty and instability
on the rise. Donald Trump's “America First” policy raised expectations of
the growth of the American economy, but also brought immense
uncertainty to the global economic recovery. Under the influence of a
series of political uncertainties, such as Brexit, the Italian constitutional
referendum, elections in France and Germany, and a wave of anti-
globalization movements, greater challenges lie ahead for the economic
recovery within the European Union. After many years of adjustment,
the emerging markets and developing economies have seen increasing
momentum in the expansion of their domestic demand, with more
stable growth prospects. The pace of growth of these economies is
expected to accelerate. Generally speaking, the global economy is
expected to grow at approximately 3.4%. Domestically, the Chinese
Government settled on the economic policy framework of adapting to
the “new norm”, guided by the five development visions with supply-
side reforms as the centerpiece, taking the approach of making progress
while maintaining stability. The Chinese Government will thoroughly
implement the policy of decapacitizing, eliminating excessive inventories,
deleveraging, cost-cutting and mitigating underlying shortcomings,
speeding up the fundamental and key reforms in areas such as state-
owned enterprises, taxation, finance and social security, massively
revitalizing the real economy and stepping up the coordination and
management of the real property sector. The overall Chinese economy
will sustain a stable pace of growth, with the annual gross domestic
product growth rate estimated at approximately 6.5%.

The Company is cautiously optimistic about the development trend of its
related industries. In 2017, it is expected that the Chinese heavy-duty
truck market will attain a sales volume of 800,000 units, representing a
year-on-year growth of 9.2%. The increase is mainly attributable to the
following reasons. Firstly, the prompt implementation of Public Private
Partnership projects and “mega infrastructure” projects worth RMB4.7
trillion, has increased the sources of demand for heavy-duty trucks.
Secondly, the clean-up of the hazardous chemicals market, the tightened
management over the measurement and overloading of trucks and the
weighting of trucks in the licensing process accelerated the replacement
of heavy-duty trucks. Thirdly, with the emergence of e-commerce
logistical planning, the development of logistics industry will become
more efficient and standardized, bringing huge opportunities to the
heavy-duty truck industry. The engineering vehicles market is expected
to recover steadily. The trend of highly efficient logistics and
transportation services going high-end is becoming increasingly
apparent. The sales volume of high-speed, standardized models will
gradually increase, while the demand for high-emission, high-powered
vehicles is also on the rise.

WEICHAI PowWER Co., LTD. H4EHBRMNBERLAD
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CHAIRMAN'S STATEMENT (CONTINUED)

In 2017, buoyed by factors such as the investments in infrastructure and
newly-commenced construction projects, and a stable demand for
replacement vehicles, the construction machinery industry will continue
to recover. Firstly, at the macro level, investments in public-private
partnership projects are expected to remain strong, improving the
likelihood of the implementation of such projects. The State is expected
to step up its investments in the fields of transportation infrastructure,
ranging from railway systems to urban rail transits. The mining industry
can expect to realize short-term rebound. Secondly, at the industry level,
the demand for replacement vehicles will remain stable, but the difficult
mission of decapacitizing and eliminating excessive inventories lie ahead.
Thirdly, at the export level, the state will proceed steadily in
implementing the “One Belt and One Road” policy. As the demand for
high-end products in the economies in Europe and America keeps
growing, there is room for recovery in foreign demand.

With effect from 1 January 2017, the China V Emission Standards will
apply to the manufacturing, importing, sale and registration of all petrol-
driven light vehicles and diesel-driven heavy-duty vehicles (for passenger,
public transportation, environment and hygiene, and postal use) in
China. With effect from 1 July 2017, China V Emission Standards will
apply to the manufacturing, importing, sale and registration of all diesel-
driven heavy-duty vehicles. With effect from 1 January 2018, the China
V Emission Standards will apply to the manufacturing, importing, sale
and registration of all diesel-driven light vehicles in China. As such, some
segments of the market will experience a new round of shuffling and
the elimination of backward production capacities will be accelerated.
Leveraging upon the synergy presented by its globally coordinated R&D,
advanced technology in smart manufacturing, product and service
diversity and its strong base of loyal customers, the Company has
actively responded by starting its preparation work in advance. Having
essentially completed the upgrade and replacement of products of
engines and heavy-duty trucks, the Company is poised to maintain its
leading position in the market of high-power engines, heavy-duty gear
boxes and complete heavy-duty trucks. The Board has full confidence in
the development prospect of the Company.

FTRESE (B8)

TE—AF O XERBRFRAIBERE
FERND BERBIRNERESRAE
TR OIBREMOTESEBRISERR
Bo—REAEBFHE PPPEEERENEH
BEBHEFRN HREMEBRR:
EREHKBKRE BTHBEXBERR
ERENBEEBEMNE  BETESEN
EEEREMOA ZETEFE T
EMBRGEBRT —FENNE BN
EREER ZEFHNREEHK ==
HRAFE BRE-&—KIBEBEZEE
FERERIEE RESEERYS
MEmMmBRERARFER IFOEF
fEZER -

Bt —-A—R&E 2BmEW
EoED - HENZMEROER A
BEOERMERB(RENAR RE B
BA®E) AFAaBEVEEZR -B-F
—tFtRF—RE MAERE #£0O-
HEMEMELHELRME  AFE
BYEEERk -8 -_FT—N\F—H—H
- 2EMAGE #EO - HE MM
BRNENE RS ANAEVEER
Ko RIFE oA TIE KR
—EWASENE RREEIKNEE S —
FINR e RDFRE DGR M EE
ZoRENTERERN EELNE
mERE RBELANEP R 2
R EBEY EARTKTEEHK-
EREMARBRRIE RREKRDE
YK BUERBINEREETEE
BERFREL - BEFRHAQAMRKE
BRATZITMED -

ANNUAL REPORT 2016 £E#R 13



I
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In early 2017, through strategic decoding, the Company identified
thirteen battles that it must win and formulated detailed action plans.
This year, the Company will commit to the main theme of
“strengthening its base and operations, seizing and capturing markets,
speeding up innovation and striving to excel in the Company’s
development”, along with the thirteen battles, and work strenuously on
the following:

Firstly, the Company will strengthen the development of its “Three Core
Competitiveness” in terms of cost, technology and quality by redoubling
its efforts at controlling expenses, exploring the potential for cutting
costs, developing the advantage of diversified products and costs, and
raising the profitability of the Company. Secondly, through diligence and
care, and taking a customer-oriented approach, the Company will
expand into emerging markets, explore the potential for profits and
actively promote the auxiliary application of engines in the strategic
markets of passenger vehicles, agricultural machinery, forklift trucks and
power generation. Thirdly, the Company will focus on the objective of
becoming the best in the world by devoting its top-notch R&D resources
to the development of high-end engines and new products and
diligently trying to gain a foothold in the strategic high-end markets.
Fourthly, the Company will adhere to its strategy of international
development by speeding up the consolidation of resources and the
coordination of business operations, expanding the breadth and depth
of the Company’s export business and increasing the profitability of
overseas subsidiaries, thereby accelerating the implementation of the
strategy of international development. Fifthly, the Company will review
and optimize its mode of operation using new mindsets, new tools and
new methods to further improve the management operation system,
and continue to raise the efficiency of the Company’s operations by
making use of information technology. In the domestic market, the
Company will adopt value marketing in running its heavy-duty vehicles
segment, with a focus on increasing the market share of market
segment, capturing less favorable markets and expanding corporate
clientele to achieve the Company’s growth targets. In overseas markets,
the Company will expand its business networks with an emphasis on
Africa and the Asia-Pacific region, capture major Chinese corporate
clients and enlarge its market share. The gear box companies will hold
on to their policy of “proactively innovating, achieving strategic goals,
supporting development and pioneering the industry” by developing
business platforms featuring seriated, smart, systematic, new-energy and
diversified products. The Company will stick to its policy of developing
highly efficient, smart, environmentally friendly and integrated
technologies to expand the scope of application of products primarily
based upon gear transmission technology. The Company will also make
good use of the synergy among the component segment, the engine
segment and the complete vehicles segment.
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CHAIRMAN'S STATEMENT (CONTINUED)

At the same time, the Company will remain committed to its
development goal of “going high-end and seeking to become the best
in the world”. Under the principle of “Unified Strategy, Independent
Operation, Resources Sharing”, the Company will accelerate the
coordinated development among the business segments of vehicles,
construction machinery, powertrains and automobile components, in
order to fully utilize the synergetic advantage of the resource-sharing
between our domestic and overseas companies, to continually enhance
the quality and image of the Company’s development, and boost our
overall capability to resist risks.

APPRECIATION

Last but not least, | would like to express my sincere appreciation to all
our shareholders, the general public and our customers for their care
and support, as well as to all of our staff for their hard work and
dedication in the past year!

Tan Xuguang
Chairman and Chief Executive Officer

Hong Kong, 29 March 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

The Directors are pleased to present a management discussion and analysis of
the annual results of operations of the Group for the year ended 31 December
2016 (the "Year") as follows:

I. INDUSTRY ANALYSIS

The Company is one of the vehicle and equipment manufacturing
conglomerates in the PRC with the best comprehensive strengths. It is a
leading company in the markets of powertrain, complete vehicles and
machines, hydraulic controlling parts and automotive parts and
components. It is equipped with the most comprehensive supply chain
of engines, gear boxes and axles and offers related after-sales market
services.

1. Heavy-duty Vehicle Industry

During the year, the Chinese economy improved in the midst of
stability as the Chinese government proactively guided the
economy in adapting to the “new norm” in economic
development and appropriately expanded the aggregate demand.
In 2016, the gross domestic product of the PRC reached RMB74.4
trillion, representing a year-on-year growth of 6.7%. Under the
influence of a number of favorable factors, such as the
implementation of policies addressing the overloading of trucks,
the progress of Public Private Partnership projects and the
acceleration in investments in infrastructure, the domestic heavy-
duty truck market witnessed a massive rebound. The aggregate
sales figure of the heavy-duty truck market in the year was
approximately 733,000 units, representing a year-on-year increase
of approximately 33.1%.

2. Construction Machinery
During the reporting period, fixed-asset investments in the PRC
(excluding agricultural households) reached RMB59.7 trillion,
representing a year-on-year growth of 8.1%. The total planned
investments for newly-commenced construction projects reached
RMB49.3 trillion, representing a year-on-year growth of 20.9%,
an increase of 15.4 percentage points in growth rate year-on-year
compared to 2015. Investments in property development reached
RMB10.3 trillion, representing a year-on-year growth of 6.9% and
an increase of 5.9 percentage points compared to last year. As
such, the construction machinery industry rebounded from its
trough. In 2016, the construction machinery market reported total
sales of approximately 399,000 units, representing a year-on-year
growth of approximately 8.5%, among which, the sales volume of
wheel loaders with a load capacity of 5 tonnes for use in large
construction machinery was 42,000 units, representing a modest
increase compared to last year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Passenger Vehicle Market

During the reporting period, due to the substitution effect of other
means of transportation such as national express rail, the
performance of both long-distance passenger transport and
tourism passenger transport markets was unsatisfactory. In 2016,
the passenger vehicle market as a whole remained gloomy, except
for the medium-sized passenger vehicle market, which benefited
from the policies on national subsidy of new energy. The sales
volume of passenger vehicle market for the year was
approximately 543,000 units (including incomplete passenger
vehicles), representing a year-on-year decrease of approximately
8.8%.

Forklift Truck and Supply Chain Solution Industry
During the reporting period, riding on the rapid development of
electronic commerce and corporate intralogistics and the rise in
domestic demand and good performance of the employment
market in the United States in the second half of the year, forklift
truck and supply chain solutions industry recorded strong growth.
Global sales orders for forklift trucks increased from approximately
1.102 million units last year to approximately 1.185 million units
this year, representing a year-on-year growth of approximately
7.5%. In particular, Eastern European and Western European
markets achieved more outstanding performance, both recording
double-digit growth compared with corresponding period of last
year, increasing by 19.0% and 11.8% respectively.

B2 B 51 ch 5 iifr (4&)

3. EEME

HEHAN Il HEELRE

ER REeRENKERTEMS

FATE-BRAPAZTEMBHEITE

RE R4 ﬁﬁ%ﬁ%%v--
—ANEEEMHBERIE KR
EEERBEENMIBEWM(EEE
JERBEAR) B THEA88%-

4. XEBEREEEHARAFRITE
HEBRAN TERETFTEHEMND
XA MARBRERREERT F
FRHFBRLEAMGREETHERR
R XERHEERRTERT
¥EREY - 2R NEITEH=E
BREFLAN0 28 WML MNEL1185
B B EALO75% HA R
MAREKRARAEL BLAFH
Ll S ck-ST X S v @b =)
B £19.0% F111.8% °

IT. THE GROUP’'S BUSINESS

An analysis of the Group's business segments is set out in Note XIV.2 to
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the consolidated financial statements. The following is an overview of
the operating conditions of the major products of the Group:

Sale of Diesel Engines 8 £ 52 0 e
For Use in Heavy-duty Trucks HREA KE

The Group is the largest supplier of diesel engines among major
manufacturers of heavy-duty trucks with a load capacity of 15
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tonnes (and above) in the PRC. In 2016, the heavy-duty truck
industry saw a significant growth, with the Company having sold
a total of approximately 198,000 units of heavy-duty truck engines
(including Weichai Medium) (2015: approximately 118,000 units),

representing a substantial year-on-year growth of approximately E8) RALLAEERL67.8%
67.8%. The Company maintained its leading position in the ERMSEEEGBEEREZI%(ZF
heavy-duty truck auxiliary market with its market share of 27% —FHF  #21.4%) - Rtk EF495.6
(2015: approximately 21.4%), representing a year-on-year increase BEE DB TEREBHAUER-

of approximately 5.6 percentage points.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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For Use in Construction Machinery

The Group is also the largest supplier of diesel engines among
major manufacturers of construction machinery (mainly wheel
loaders) with a load capacity of 5 tonnes in the PRC. Out of the
diesel engines sold during the year, approximately 32,000 units
(2015: approximately 27,000 units) were engines for wheel
loaders with a load capacity of 5 tonnes, representing an increase
of approximately 19.4% compared to that in the corresponding
period in 2015. The Group’s market share increased further to
76.2%, maintaining its leading position in this sector.

For Use in Passenger Vehicles

During the reporting period, benefiting from favorable factors
such as the national subsidy policy applicable to new-energy
passenger vehicles and the increasingly stringent regulations on
emission levels, approximately 99,000 units of medium-sized
passenger vehicles were sold in the year, representing an increase
of approximately 26.1% compared to last year. During the
reporting period, the Company’s aggregate sales of engines for
use in large and medium-sized passenger vehicles amounted to
approximately 22,000 units (including Weichai Medium) (2015:
approximately 20,300), representing a year-on-year increase of
approximately 5.8%, and accounting for approximately 11.3% of
the market share of large-sized and medium-sized passenger
vehicles.

Forklift Trucks Production, Warehousing
Technology and Supply Chain Solution Services
Benefiting from the growth of the forklift truck industry and the
leading position of KION in electric forklift truck and the European
market, the Group reported an increase of orders for forklift trucks
from approximately 165,800 units last year to approximately
178,300 units in 2016, representing a year-on-year growth of
approximately 7.5%. Upon completion of the acquisition of
Dematic, KION is more capable of providing customers with
comprehensively intelligent supply chain solutions. Before
elimination of intra-group sales, the forklift trucks production,
warehousing technology services and supply chain solution
services business contributed sales revenue of approximately
RMB41,063 million to the Group during this period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Sale of Heavy-duty Trucks

During the year, the Group sold approximately 82,000 units of
heavy-duty trucks, representing an increase of approximately
46.9% from approximately 56,000 units in the corresponding
period in 2015. Shaanxi Heavy-duty Motor Company Limited (B&7g
EAAE AR AR]), a controlling subsidiary of the Company,
came fourth in terms of sales in the domestic heavy-duty truck
industry in the PRC. Before elimination of intra-group sales, the
truck business contributed approximately RMB24,360 million to
the Group's revenue this year.

Sale of Heavy-duty Gear Boxes

During the year, the Group sold approximately 501,000 units of
heavy-duty gear boxes, representing an increase of approximately
23.2% compared to the approximately 407,000 units of heavy-
duty gear boxes sold in the corresponding period in 2015, thereby
maintaining its leading position in the industry. Before elimination
of intra-group sales, the gear boxes business contributed
approximately RMB7,589 million to the Group'’s revenue this year.

Sale of Parts and Components of Engine and Heavy-
duty Trucks and Hydraulics Controlling Parts

Apart from the production and sale of diesel engines for trucks
and construction machinery, heavy-duty trucks and heavy-duty
gear boxes, the Group is also engaged in the production and sales
of engine parts and components and other truck parts and
components such as spark, plugs, axles, chassis, air-conditioner
compressors, hydraulic controlling parts, etc. During the Year, the
Group's sales of parts, components of engines and trucks and
hydraulic controlling parts increased by approximately RMB40
million from approximately RMB3,524 million in the corresponding
period of last year to approximately RMB3,564 million,
representing a year-on-year increase of approximately 1.1%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

20

Last year, the Company budgeted that sales revenue in 2016
would be approximately RMB81.6 billion, representing a growth
of approximately 10.7%. The actual sales revenue was
approximately RMB93.2 billion, representing a year-on-year
increase of approximately 25.6%. Actual sales revenue exceeded
the budgeted sales revenue by approximately RMB11.6 billion or
14.2%, mainly because the Company has an ongoing
commitment to serving customer needs and expediting the
structural adjustments and upgrade of products. While stepping
up its investments in research and development, the Company’s
effective cost control has given its products greater competitive
advantages in terms of cost, technology and quality. These
advantages translated into a head start for the Company at a time
of market recovery. Meanwhile, the Group steadily pushed
forward its strategy of internationalization. Overseas businesses,
which were in general positive, provided positive support for the
overall business of the Group.

Going into 2017, factors of uncertainty have been on the rise. The
global economy is expected to see a sluggish growth. Benefiting
from favourable factors such as the acceleration in Public Private
Partnership projects and “mega infrastructure” projects, the clean-
up of the hazardous chemicals market, the tightened management
over the overloading and over measurement of trucks and the
implementation of the China V Emission Standards, the domestic
heavy-duty truck market is expected to keep growing. Benefiting
from the continuous expansion in the investments in infrastructure
and newly commenced construction projects, the construction
machinery industry will keep recovering. Leveraging on the synergy
presented by its global research and development, advanced
technology in smart manufacturing, product and service diversity
and strong base of loyal customers, the Company’s products will
maintain a leading position in the industry. As at 31 December
2016, orders on hand amounted to approximately RMB25.2
billion. The Company budgets a sales revenue growth of
approximately 15% for 2017 to approximately RMB107 billion.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

[II. FINANCIAL REVIEW
1. The Group’s Results of Operations

a.

Revenue

The Group's revenue increased by approximately
RMB19,016 million or approximately 25.6% from
approximately RMB74,168 million in 2015 to approximately
RMB93,184 million in 2016. This was primarily attributable
to the substantial rebound of the heavy-duty truck market
in China, the augmented market share under the product
advantage of the Group, and satisfactory performance of
the Group’s overseas business. In particular, the revenue
from principal operations increased by approximately
25.5%, from approximately RMB72,633 million in the
previous year to approximately RMB91,148 million for the
Year. Other revenue increased by approximately 32.6%,
from approximately RMB1,535 million in the previous year
to approximately RMB2,036 million for the Year.

Profit from Principal Operations

During the Year, the Group generated profit from principal
operations in the amount of approximately RMB20,981
million, an increase of approximately 23.9% from
approximately RMB16,933 million recorded in the
corresponding period in 2015. The Group’s focus on
product research and development, completion of product
upgrade ahead of schedule, and increasing competitiveness
in terms of cost effectiveness, technology and quality, have
contributed to the stable profit margin of its principal
businesses at approximately 23.0%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Distribution and Selling Expenses

Distribution and selling expenses increased by approximately
21.8% to approximately RMB7,645 million in the Year from
approximately RMB6,275 million in the corresponding
period of 2015. The increase of distribution and selling
expenses was primarily attributable to the increase in after-
sales expenses and products return fee resulting from the
increase in sales volume. At the same time, the Company
capitalized on the opportunities presented by market
recovery by stepping up its efforts and manpower in market
expansion for an expanded market share. On the other
hand, whilst expanding market, the Company exercised
strict control over expenses. As such, the distribution and
selling expenses as a percentage of revenue decreased from
approximately 8.5% in the corresponding period of 2015 to
approximately 8.2% in the Year.

General and Administrative Expenses

General and administrative expenses increased by
approximately RMB421 million or approximately 5.8% from
approximately RMB7,231 million in the corresponding
period of 2015 to approximately RMB7,652 million in the
Year, which was mainly due to the increase in staff costs
and expenses on external support in the course of the
international development of the Group. Further, KION
incurred additional expenses on professional fees paid in
connection with its acquisition of the business of the
advanced material handling automation solutions business
operated by DH Services Luxembourg Holding S.a r.l.
through its subsidiaries which operate mainly under the
“Dematic” trade name.

Earnings Before Interest and Tax (EBIT)

During the Year, the Group's EBIT increased by
approximately RMB1,723 million or 50.6% to approximately
RMBS5,130 million from approximately RMB3,407 million in
the corresponding period in 2015. The increase was
primarily attributable to the increase in sales amount, while
the improved EBIT margin from approximately 4.6% in the
corresponding period of the previous year to approximately
5.5% this Year was due to our effective control over
expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Finance Expenses

Finance expenses decreased by approximately 58.8% to
approximately RMB199 million in the Year from
approximately RMB482 million in the corresponding period
of 2015. The decrease was mainly attributable to the
increase in foreign exchange gain in the Year.

Income Tax Expenses

The Group’s income tax expenses increased by
approximately 12.2% from approximately RMB928 million
in the corresponding period in 2015 to approximately
RMB1,041 million in the Year. The Group’s average effective
tax rate was approximately 22.5% in the Year, compared to
approximately 29.7% in the corresponding period in 2015,
marking a decrease of 7.2 percentage points. The decrease
in effective tax rate was mainly due to the rebound of profit
from our business in China and the lower average effective
tax rate in China than overseas.

Net Profit and Net Profit Margin

The Group’s net profit increased by approximately 63.6%
from approximately RMB2,198 million in the corresponding
period of 2015 to approximately RMB3,596 million in the
Year. During the Year, the net profit margin was
approximately 3.9%, representing an increase of
approximately 0.9 percentage points from approximately
3.0% recorded in the corresponding period in 2015. This
was primarily attributable to the increase in the Group's
revenue in general and the increase in the proportion of
profit derived from China, under the recovery of the heavy-
duty truck industry.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Liquidity and Cash Flow

During the Year, the Group generated operating cash flows
of approximately RMB8,250 million. A portion of such
proceeds was applied to acquiring 9,229,967 additional
KION shares (at total consideration of approximately
EUR455.6 million), acquiring the U.S.-based Retrotech Inc.
(at a consideration of approximately EUR25 million),
acquiring DH Services Luxembourg Holding S.a r.l. (at a
consideration of approximately EUR2,100 million), acquiring
Weichai (Weifang) Medium-duty Diesel Engines Company
Limited (at a consideration of approximately RMB252.9
million), repaying borrowings, paying interest and acquiring
property, plant and equipment for the expansion of the
Group's business. As of 31 December 2016, the Group's
gearing ratio (Net interest-bearing debts/(Shareholders’
equity + net interest-bearing debts)) was 27.7% (31
December 2015: N/A). As of 31 December 2015, the
gearing ratio was not applicable to the Group, as the Group
was in a net cash position in view of the Group’s cash and
cash equivalents net of interest-bearing debts.

2. Financial Position

a.

WEICHAI POWER Co., LTD.

Assets and Liabilities

As at 31 December 2016, the Group had total assets of
approximately RMB163,991 million, of which approximately
RMB76,406 million were current assets. As at 31 December
2016, the Group had cash and cash equivalents of
approximately RMB27,123 million (as at 31 December 2015:
approximately RMB24,857 million). On the same date, the
Group's total liabilities was approximately RMB119,429
million, of which approximately RMB58,980 million were
current liabilities. The current ratio was approximately 1.30x
(as at 31 December 2015: approximately 1.44x).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Capital Structure

As at 31 December 2016, the Group had total equity of
approximately RMB44,562 million, of which approximately
RMB31,738 million was attributable to equity holders of the
Company and the balance was minority interests. The
borrowings of the Group as at 31 December 2016
amounted to approximately RMB39,291 million, which
included bonds of approximately RMB2,756 million and
bank borrowings of approximately RMB36,535 million.
Borrowings repayable on demand or within a period not
exceeding one year were approximately RMB6,319 million,
borrowings repayable within a period of more than one year
but not exceeding two years were approximately
RMB11,631 million; borrowings repayable within a period of
more than two years but not exceeding five years were
approximately RMB17,704 million; and borrowings
repayable within a period of more than 5 years were
approximately RMB881 million. The bank borrowings
included approximately RMB3,707 million of fixed interest
rate bank borrowings and approximately RMB32,828 million
of floating interest rate bank borrowings. Other than Euro-
denominated borrowings equivalent to approximately
RMB34,063 million, the borrowings are primarily Renminbi-
denominated borrowings. The revenue of the Group is
mainly in Renminbi and Euro. Contracts have been entered
into with financial institutions to swap the USD400 million
USD-denominated bonds issued in September 2015 to Euro,
and thus the Group does not consider its currency risk
significant. As a policy, the Group manages its capital to
ensure that entities in the Group will be able to continue as
a going concern while maximizing the return to
shareholders through the optimization of the debts and
equity balance. The Group’s overall strategy remains
unchanged from prior years.
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Pledge of Assets

As at 31 December 2016, bank deposits, notes receivable
and accounts receivable of approximately RMB10,788
million (as at 31 December 2015: approximately RMB7,839
million) were pledged to banks to secure the Group’s notes
payable and notes receivable issued by banks. The pledged
bank deposits carry prevailing bank interest rates. The
pledge will be released upon the settlement of the relevant
bank borrowings. The fair value of the bank deposits as at
the settlement date is approximately the same as the
carrying amount. Certain other assets were also pledged by
the Group to secure the Group’s borrowings.

Contingencies

On 31 December 2016, the Group provided certain
distributors and agents bank guarantee amounting to
approximately RMB2,457 million (as at 31 December 2015:
approximately RMB1,014 million) to secure their obtaining
and use of banking facilities.

As at 31 December 2016, the Group provided guarantee for
joint liabilities in respect of failure of the leasee under
finance lease to settle instalment payments plus interest.
Risk exposure in respect of possible guarantee for joint
liabilities amounted to approximately RMB923 million (as at
31 December 2015: approximately RMB728 million).

As at 31 December 2016, the Group's borrowings and other
guarantee amounted to approximately RMB662 million (as
at 31 December 2015: approximately RMB215 million).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Commitments

As at 31 December 2016, the Group had capital
commitments of approximately RMB1,892 million (as at 31
December 2015: approximately RMB1,734 million), among
which contracted capital commitments amounted to
approximately RMB1,892 million, principally for the capital
expenditure for the acquisition of property, plant and
equipment. The capital expenditure will be financed by
internal resources.

As at 31 December 2016, the Group had no investment
commitments (as at 31 December 2015: approximately
RMB1 million).

3. Other Financial Information

a.

Employees

As at 31 December 2016, the Group had approximately
69,800 employees. During the Year, the Group paid
remuneration of approximately RMB16,304 million. The
emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their
merits, qualifications and competence.

During the Year, the Group’s staff training focused on
enhancing the management system, innovations in the
mode of training management, fostering a team of
diversified talents and enriching training resources. The
Group spent approximately RMB13 million on providing
trainings, including approximately 1,200 training sessions of
various kinds.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Major Investment

On 18 July 2016 (Central European Time), KION Group AG
("KION") issued an additional 9,890,000 new shares
through an accelerated bookbuilding offering process. The
Company has, through its indirectly wholly-owned subsidiary
Weichai Power (Luxembourg) Holding S.a r.l. (“Weichai
Lux"), subscribed for 60% of the shares offered, equivalent
to a total of 5,934,000 new issued shares based on the
subscription price of EUR46.44 per KION share at a total
consideration of approximately EUR275.6 million. The
Company's shareholding in KION therefore increased from
38.25% to 40.23%. On 12 December 2016, the Company
announced that it acquired through Barclays Bank
3,295,967 shares in KION from the secondary market at a
consideration of approximately EUR180 million. The
Company’s shareholding in KION further increased to
43.26%.

Major Acquisition and Disposal

On 1 March 2016, KION completed the acquisition of the
100% equity interests in Retrotech Inc. at a consideration of
approximately EUR25 million.

On 26 September 2016, the Company entered into an
equity transfer agreement with Weichai Group Holdings
Limited to acquire the entire equity interest in Weichai
(Weifang) Medium-duty Diesel Engine Co., Ltd. (formerly
known as Weifang Weichai Deutz Diesel Engine Co., Ltd.) at
a consideration of approximately RMB252.9 million.

On 1 November 2016 (Central European Time), the
subsidiary of the Company, KION, completed the acquisition
of all the issued shares of DH Services Luxembourg Holding
S.a r.l. and the advanced material handling automation
solutions business operated by its subsidiaries which operate
mainly under the “Dematic” trade name at a consideration
of approximately EUR2.1 billion.

Save as disclosed above, the Group did not have any major
acquisition or disposal during the Year.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT S5 - &SESSMNSkERBAS

(1) DIRECTORS (1)ES

Mr. Tan Xuguang, Chinese, aged 55, is the chairman and the Chief
Executive Officer of the Company, chairman of Shandong Heavy Industry
Group Co., Ltd. and chairman of Weichai Group Holdings Limited (which
holds A Shares of the Company with details as set out below and is thus
interested in shares of the Company under Part XV of the Securities and
Futures Ordinance). He is also the chairman of Shaanxi Heavy-duty
Motor Company Limited and Shaanxi Fast Gear Co., Ltd., and the
supervisor of KION Group AG. Mr. Tan joined Weifang Diesel Engine
Factory in 1977 and had held various positions including chairman and
general manager of Shandong Weichai Import and Export Co., Ltd.,
general manager of Weifang Diesel Engine Factory, chairman of Torch
Automobile Group Co., Ltd., chairman of Weichai Heavy-duty Machinery
Co., Ltd. and director of Beigi Foton Motor Co., Ltd. Mr. Tan is a senior
economist and holds a doctor’'s degree in engineering. Mr. Tan was
appointed as a Representative of the Tenth, Eleventh and Twelfth
National People’s Congress of the PRC and was honored “National Labor
Model”, "FMEREEREEESIE" (the Gold Award of the 4th
Yuan Baohua Enterprise Management).

Mr. Zhang Quan, Chinese, aged 53, is an Executive Director and
Executive President of the Company. Mr. Zhang joined Weifang Diesel
Engine Factory in 1986 and had held the positions of directors of the
quality control department and the marketing department of Weifang
Diesel Engine Factory. Mr. Zhang is currently a director of Weichai Group
Holdings Limited, Weichai Heavy-duty Machinery Co., Ltd. and Beiqi
Foton Motor Co., Ltd. Mr. Zhang is a senior economist and holds a
bachelor’s degree in engineering and a MBA degree.

Mr. Xu Xinyu, Chinese, aged 53, is an Executive Director and Executive
President of the Company. Mr. Xu joined Weifang Diesel Engine Factory
in 1986 and had held the positions of deputy general manager of
Shandong Weichai Import and Export Co., Ltd., deputy general manager
and executive deputy general manager of Weifang Diesel Engine Factory,
director of Torch Automobile Group Co., Ltd., chairman of Weichai
Power (Weifang) Investment Co., Ltd., chairman of Weichai Power
(Shanghai) Technology Development Co., Ltd., chairman of Weichai
Power (Beijing) International Resource Investment Co., Ltd., chairman of
Siciété International des Moteurs Baudouin and chairman of Weichai
America Corp. Mr. Xu is currently a director of Weichai Group Holdings
Limited, director of Weichai Power (Hong Kong) International
Development Co., Ltd., chairman of Weichai Power (Luxembourg)
Holding S.a r.l. and director of Ferretti International Holding S.p.A. Mr.
Xu is a senior economist and holds a bachelor’s degree in science and a
MBA degree.
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Mr. Sun Shaojun, Chinese, aged 51, is an Executive Director and
Executive President of the Company. Mr. Sun joined Weifang Diesel
Engine Factory in 1988 and had held the positions of supervisor of the
engineering department, the chief engineer of Weifang Diesel Engine
Factory, and director of Torch Automobile Group Co., Ltd. Mr. Sun is
currently a director of Weichai Group Holdings Limited and Weichai
Heavy-duty Machinery Co., Ltd. Mr. Sun is a researcher-grade senior
engineer and holds a doctor degree in engineering. He is a candidate of
"BERATEAA LR (National Hundred and Ten Million Talents
Project), receives special subsidy from the State Council and is appointed
as "IUEEARBNRLSERFIERL" (Taishan Mountain scholar
specialist appointed by Shandong People’s Government).

Mr. Wang Yuepu, Chinese, aged 54, was appointed as a non-executive
director of the Company on 30 June 2014. Mr. Wang was a division
head of the investment division of Weifang City Planning Commission
(MhEtElZ B€), a deputy director of the Weifang City Electric
Power Construction Office (#hmE HERIHAZE), a deputy general
manager of Weifang Investment Company and the party committee
secretary, chairman and general manager of Weifang Investment
Company. Mr. Wang is presently the party committee secretary,
chairman and general manager of Weifang Investment Group Company
Limited and a director of Weichai Heavy-duty Machinery Co., Ltd.. He is
a senior economist and holds a Master of Business Administration
degree.

WEICHAI PowWER Co., LTD. H4EHBRMNBERLAD

ES ESENRSRERAS(E)

BRLDEBEERE PEHE 515 ARAH
TEE N ITEE 19884 hn A M 7 4
SR R R T M T G U MR AR T AR D
T-BIRM MABEREEEBRNE
MAREESEE BIgLERERA
RAREZ HEERBOHERRAE
E HEERSHR IR T2E L
BREFTEASTIRAZE ZTZEBK
B LREARBIRLELER
FEHERo

ITRELEE PREE ME R _F
—MERA=ZTREEERETRAFFEH
TEE EITHAIDHEZREGREN
ME #OTENERNAEETME-
HOTTIRERABARE #YTmERE
ARRAEZER EFRRMKEHESE R
TR TRESEARAREZESR

EERRALHE HEEEBRNDARA
REE: IHERELT  SRALEMD-



DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

Mr. Jiang Kui, Chinese, aged 52, was appointed as a Non-executive
Director of the Company on 29 June 2012. He had held various
positions including engineer and deputy general manager of Assembly
Department of Shandong Bulldozer General Factory (1LiEHE+#4ER),
deputy general manager of Shantui Import and Export Company (1L 3
H AA7]), deputy director, director of manufacturing department,
deputy general manager and director of Shantui Engineering Machinery
Co., Ltd. (ILHETIEHMARMDEMR A R]), deputy general manager of
Shandong Engineering Machinery Group Co., Ltd. (LR T2 EE A
[R/A7]), executive deputy general manager and vice chairman of
Weichai Group Holdings Limited, chairman of Shanzhong Jianji Co., Ltd.
and director of Shandong Heavy Industry Group Co., Ltd. He is now the
general manager of Shandong Heavy Industry Group Co., Ltd., and
supervisor of KION Group AG. He is a senior engineer and holds a MBA
degree.

Mr. Gordon Riske, American/German, aged 59, was appointed as a
Non-executive Director of the Company on 24 June 2013. He had been
chief executive officer of KUKA Roboter GmbH, chairman of the
executive board of directors of Deutz AG in Cologne, Germany and chief
executive officer of KION Material Handling GmbH. He is currently the
chief executive officer of KION Group AG, and of KION Holding 2
GmbH. He holds a degree in electronic engineering and a bachelor
degree in business administration.
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Mr. Loh Yih, Singaporean, aged 52, was appointed as an Independent
Non-executive Director of the Company on 29 June 2012. He worked in
Ernst & Young and West Merchant Bank and had held various positions
including senior manager of capital market investment department of
the Standard Chartered Merchant Bank, president of Netplus
Communications Pte Ltd and a partner of MGF Capital Group. He is
currently executive chairman of Acesian Partners Limited, a company
whose shares are listed on the Singapore Exchange, an independent
director and chairman of audit committee of Ban Leong Technologies
Limited, a company whose shares are listed on the Singapore Exchange,
and an independent director and member of audit committee of
International Press Softcom Limited, a company whose shares are listed
on the Singapore Exchange. He is a Chartered Financial Analyst and
holds an accounting degree from the National University of Singapore.

Mr. Zhang Zhong, Chinese, aged 48, was appointed as an independent
non-executive director of the Company on 30 June 2014. Mr. Zhang
held independent directorships in Huolinhe Opencut Coal Industry
Corporation Limited of Inner Mongolia (5 & Bk 88 X 2 MDA R
A7), Zhengzhou Sino-Crystal Diamond Co., Ltd. (ZB)N2E & & RGN
AMRAT]), Konka Group Co., Ltd. (BEEEEHARAT) and Jilin
Gpro Titanium Industry Co., Ltd. (F#MEMKERMDERAT). At
present, Mr. Zhang is a lawyer and partner of Beijing Zhonglun Law Firm
(b Rm e R ZEMEFEFT) and an independent director of Beijing Dalong
Weiye Real Estate Development Co., Ltd. (At R ABE(E E FHERZE KD
AMRAT]) and Keda Group Co., Ltd. (REEEERRHAERAF]). He holds
a Master of Laws from the Renmin University of China (fFBI AR KE2).
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

Mr. Wang Gongyong, Chinese, aged 44, was appointed as an
independent non-executive director of the Company on 30 June 2014.
Mr. Wang is currently a partner of ShineWing Certified Public
Accountants. He is also an independent director of Sunvim Group Co.,
Ltd. (E HEB KD AR A A]). He is a certified public accountant of
the PRC, a certified asset valuer, a senior auditor, a senior accountant, a
member of the Certified Public Accountant Industry Leader (Reserve)
Scheme. Mr. Wang holds a Master of Business Administration from the
Shandong University (1L 3 X £2). He is a collaborative tutor for
graduate courses leading to professional degrees at Shandong University
and a fellow member of the Chinese Institute of Certified Public
Accountants.

Mr. Ning Xiangdong, Chinese, aged 51, was appointed as an
independent non-executive director of the Company on 30 June 2014.
Mr. Ning held independent directorships in listed companies, such as
Datang Telecom Technology Co., Ltd. (KEEERHERMHERAT),
Shantui Engineering Machinery Co., Ltd. (¥ TR (5 B R A7),
GoerTek Inc. FREBAERER(HERRAF]), Hong Yuan Securities Co., Ltd.
(BREHIAMN AR AT) and Aerospace Hi-Tech Holding Group Co., Ltd.
(R EHERR S ERZ D BBR /A F]). Mr. Ning is currently a professor and
doctoral tutor of the Tsinghua University School of Economics and

S=E

Management (FERSZLEEEZM) and a director of the Corporate
Governance Research Center of Tsinghua University (& K2 N AT
FEHL). Mr. Ning is currently an independent director of China
Southern Airlines Company Limited ((FBF MDD BRAR),
Sichuan Changhong Electric Co., Ltd. (F)I| KT E2ERHER A E]) and
Yango Group Co., Ltd. (FHMEBRMAERAR]) and an external
director of Shandong Heavy Industry Group Co., Ltd. (IR ETEE R
A \]). He holds a Doctor of Philosophy in Economics from Tsinghua

University.
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Mr. Lu Wenwu, Chinese, aged 52, is the chairman of the supervisory
committee of the Company. Mr. Lu joined Weichai Diesel Engine Factory
in 1982 and had held various positions at Weichai Diesel Engine Factory
as deputy general manager of the 615 Factory and deputy general
manager of the mid-speed engine factory, deputy director of the human
resources department, and at Weichai Power Co., Ltd. as general
manager of the 615 Factory, general manager of No. 1 Factory and
director of the production department. He is now chairman of the Labor
Union and director of the party committee working department of the
Company, and director of staff career development centre of the
Company. He is also a supervisor of Weichai Group Holdings Limited.
Mr. Lu is a senior political engineer and holds a bachelor’s degree.

Ms. Jiang Jianfang, Chinese, aged 54, is a Supervisor of the Company.
She was the deputy chief of the financial audit committee, deputy
director of risk control department, audit department and audit and risk
control department of EFEWI TEBE AR /A 7] (Guangxi Liugong Group
Company Limited), and a supervisor of EFW T#EMIMNDEIR A E]
(Guangxi Liugong Machinery Company Limited) and is currently a
seconded supervisor under the work department of the Supervisory
Committee of Guangxi Liugong Group Company Limited. Ms. Jiang is an
accountant.

Mr. Ma Changhai, Chinese, aged 42, is a Supervisor of the Company.
Mr. Ma joined Weifang Diesel Engine Factory in 1997. He had been the
deputy manager at administration department and an officer at the
administrative office of external affairs of Shandong Weichai Import and
Export Co., Ltd.. He is currently the administrative officer of the
Company, the deputy administrative officer at its Hong Kong office, a
director of Weichai Power (Hong Kong) International Development Co.,
Ltd., a director of Weichai International (Hong Kong) Energy Group Co.,
Ltd., and a director of Weichai Power (Beijing) International Resource
Investment Co., Ltd.. He is a political engineer and holds a bachelor’s
degree.
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DIRECTORS,

SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

(3) SENIOR MANAGEMENT

Mr. Dai Lixin, Chinese, aged 49, is a Vice President of the Company,
the Secretary to the Board and Director of Securities and Capital
Operation Department of the Company. He joined Weifang Diesel
Engine Factory in 1987 and was the deputy director of the treasury
department of Weifang Diesel Engine Factory. Mr. Dai is an economist
and holds a bachelor’s degree.

Mr. Kwong Kwan Tong, Chinese, aged 50, is the Chief Financial
Officer, Company Secretary and Authorised Representative of the
Company. He is currently a director of Weichai International (Hong
Kong) Energy Group Co., Ltd.. Mr. Kwong joined the Company in 2013.
Mr. Kwong obtained a diploma in accountancy from the Morrison Hill
Technical Institute in Hong Kong in 1987. He is a fellow member of the
Association of Chartered Certified Accountants and a member of the
Hong Kong Institute of Certified Public Accountants and the Chartered
Institute of Management Accountants. He has worked for companies
listed on The Stock Exchange of Hong Kong Limited and has over 25
years’ experience in the accounting and financial management fields.

Mr. Feng Gang, Chinese, aged 52, is a Vice President of the Company.
He was manager of technology service department, assistant to general
manager and executive deputy general manager of sales department of
the head office and executive deputy director of marketing management
department of Weifang Diesel Engine Factory. He is an engineer and
holds a bachelor’'s degree in engineering. He holds a National May 1st
Labor Medal of China.

Mr. Tong Dehui, Chinese, aged 52, is a Vice President of the Company.
He was the assistant supervisor and supervisor of the technology centre
of Weichai Power and deputy chief engineer of Weichai Power. Mr.
Tong is a research-grade senior engineer and holds a doctor’s degree in
engineering. Mr. Tong receives special subsidy from the State Council.
He was appointed as “IUIERE ARBNRLSBEFEZR" (Taishan
Mountain scholar specialist appointed by Shandong People’s
Government). He is a Young and Middle-aged Expert with Outstanding
Contribution awarded by Shandong Province.

Mr. Zhou Chongyi, Chinese, aged 52, is a Vice President of the
Company and the director of the Company’s Shanghai R&D Centre. He
is also the deputy general manager of Shaanxi Heavy-duty Motor Co.,
Ltd. He was the deputy supervisor of engineering department, deputy
chief engineer of China National Heavy Duty Truck Group Corp, Ltd. and
deputy chief engineer of Shanghai Huizhong Automobile Manufacturing
Co. Ltd. Mr. Zhou is a senior engineer and holds an EMBA.
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Mr. Li Shaohua, Chinese, aged 51, is a Vice President of the Company.
Mr. Li joined the Company in 1987 and had held various positions
including the deputy general manager of the marketing department of
the head office, director of application engineering department and
assistant to president. He is a senior engineer and holds a bachelor’s
degree in engineering.

Ms. Ren Bingbing, Chinese, aged 51, is a Vice President of the
Company. Ms. Ren joined the Company in 1987 and had held various
positions including the deputy general manager of procurement
management department and assistant to president of the Company.
She is a senior economist and a graduate student in economics.

Mr. Ding Yingdong, Chinese, aged 48, is a Vice President of the
Company. Mr. Ding joined Weifang Diesel Engine Factory in 1990 and
had held various positions including deputy director of corporate
planning department and director of human resources department of
Weifang Diesel Engine Factory, director of human resources and
corporate management department, assistant to president, director of
the operational management department and a supervisor of the
Company. Mr. Ding is a senior economist and holds the qualification of
senior manager of corporate human resources and a bachelor’s degree
in engineering.

Mr. Hu Haoyan, American, aged 61, is a Vice President of the
Company. Mr. Hu joined the Company in 2014. He has been an adjunct
assistant professor at Ohio State University, a senior engineer,
engineering manager, senior engineering manager at Jacobs Vehicle
Systems, Inc., senior engineering manager at Detroit Diesel Corporation,
an engineering manager at Caterpillar, chief scientist at Eaton
Corporation plc. He holds a doctoral degree granted by the Department
of Mechanical Engineering at Massachusetts Institute of Technology
(MIT) and is a post-doctoral researcher at the same department. Mr. Hu
is an expert under the National Thousand Talents Program of China and
he is also a Taishan Scholars Blue Industry Leader Talent.

Mr. Zhang Jiyuan, Chinese, aged 52, is a Vice President and chief
designer of the Company. He joined the Company in 1990 and held
various positions including the deputy director and chief designer of the
technology centre of the Company. He is a researcher in engineering
technology application and holds a master’s degree in engineering. Mr.
Zhang is a Taishan Industry Leader Talent.
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DIRECTORS’ REPORT

The Directors present their annual report and the audited financial statements
of the Group for the year ended 31 December 2016.

PRINCIPAL ACTIVITIES

The principal activities of the Group is the manufacture and sale of diesel
engines and related parts, automobiles and other major automobile
components, auxiliary automobile components, import and export services and
forklift trucks and warehouses technology services. There were no significant
changes in the nature of the Group's principal activities during the year. The
activities of its principal subsidiaries and associates are set out in Note VII to
the financial statement.

BUSINESS REVIEW

The business review, major risks, financial analysis and future prospects of the
Group for the year ended 31 December 2016 are set out in Chairman’s
Statement on pages 7 to 15 and Management Discussion and Analysis on
pages 16 to 28.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2016 and the state
of affairs of the Company and the Group at that date are set out in the
financial statements on pages 104 to 363. The Board recommended the
distribution to all shareholders of a cash dividend of RMB2.50 (including tax)
for every 10 shares held and 10 bonus shares (including tax) for every 10
shares held, for the year ended 31 December 2016. No capitalisation of reserve
will be implemented. This recommendation has been disclosed as a subsequent
event after the reporting period on page 328 in the financial statements.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and minority interests
of the Group for the last five financial years, as extracted from the audited
financial statements and restated/reclassified as appropriate, is set out on
page 364. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Company
and the Group during the year are set out in Note V.16 to the financial
statements.
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DIRECTORS’ REPORT (CONTINUED)

INVESTMENT PROPERTIES

Details of movements in the investment properties of the Group during the
year are set out in Note V.15 to the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the year are
set out in Note V.43 to the financial statements.

RESERVES

Details of movements in the reserves of the Company and the Group during
the year are set out in Notes V.44 to 48 to the financial statements and in the
statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2016, the Company’s reserve available for distribution,
calculated in accordance with the relevant regulations, amounted to
RMB25,912,653,851.34. As approved by the Board on 29 March 2017, the
Company proposed to distribute to all shareholders of a cash dividend of
RMB2.50 (including tax) for every 10 shares held and 10 bonus shares
(including tax) for every 10 shares held. No capitalisation of reserve will be
implemented..

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions totaling
approximately RMB5,546,768.
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DIRECTORS’ REPORT (CONTINUED)

DIRECTORS AND SUPERVISORS

The directors and supervisors of the Company during the year and up to the
date of this report were:

Executive Directors
Tan Xuguang (Chairman and Chief Executive Officer)
Zhang Quan (Executive President)
Xu Xinyu (Executive President)
Sun Shaojun (Executive President)
Li Dakai (Executive President)
(resigned on 29 March 2017)

Non-executive Directors
Wang Yuepu

Jiang Kui

Gordon Riske

Independent Non-executive Directors
Loh Yih

Zhang Zhong

Wang Gongyong

Ning Xiangdong

Zhang Zhenhua (resigned on 29 March 2017)

SUPERVISORS

Lu Wenwu
Jiang Jianfang
Ma Changhai

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his independence pursuant to Rule 3.13
of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), and as at the date of this report, the
Company still considers that all of the independent non-executive directors are
independent.
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DIRECTORS’ REPORT (CONTINUED)

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 29 to 36 of the annual report.

DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service contract with the
Company and their relevant term of offices shall be from 30 June 2015 to the
conclusion of the annual general meeting of the Company for the year ending
31 December 2017. Each of the non-executive directors, independent non-
executive directors and supervisors was appointed for a term from 30 June
2015 to the conclusion of the annual general meeting of the Company for the
year ending 31 December 2017.

None of the above directors and supervisors has entered into a service contract
with the Company or any of its subsidiaries which is not determinable by the
Company within one year without the payment of compensation (other than
statutory compensation).

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN

CONTRACTS OF SIGNIFICANCE

Mr. Gordon Riske holds interest in KION and was interested in contracts for
the sale of commodities, provision of product testing, casting, catering and
leasing services by Linde Hydraulics GmbH & Co. KG, a subsidiary of the
Group, to KION and its subsidiaries, and in contracts for the provision of
information technology services, accounting, human resources, logistics
services etc. by KION and its subsidiaries to Linde Hydraulics GmbH & Co. KG.
Save as disclosed above, no director or supervisor had a material interest,
either directly or indirectly, in any contract of significance to the business of
the Group to which the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party during the year.

PERMITTED INDEMNITY PROVISION

The Company has taken out and maintained directors’ liability insurance which
provides appropriate cover for the directors of the Group. At no time during
the year ended 31 December 2016 and up to the date of this report, was or is
there any permitted indemnity provision being in force for the benefit of any
of the directors of the Group.
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DIRECTORS’ REPORT (CONTINUED)

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2016, the interests and short position (if any) of the
directors, the chief executives and the supervisors in the shares, underlying
shares and debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the “SFO")),
as recorded in the register maintained by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the Hong Kong
Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code”), were as follows:

ESEHRS (88

B3 NESNKIMKIEEKMN

-
86 )<

m

R-E—A"F+_A=+—"HB EF &5
THRABRESERARAREMABEE(E
ERBEFRBERANTESFRBEKRMNDE
XVED BB D - RGO RESHF - A RE
BEALBEKIEINNKERERQAANERE
mEEMATES KBELETRARESET
BHERGHBRETFA(RETRDHEEEA
CARNRIREEBIINEZRER(IA)

=t

(a) Interests in the shares of the Company

m -

(a) RLOBRMHEDS

Percentage of

the issued

share capital

Number of Number of of the

Name of director Capacity “A" shares held  “H" shares held Company

RN

ERTREX

BEx=ps &% AR B fisHR & B BOl

Tan Xuguang Beneficial owner 29,421,298 (Note 1) - 0.74%
BN ExBAA (K1)

Zhang Quan Beneficial owner 6,842,162 (Note 1) - 0.17%
KR ExfEBEA (Hrat1)

Xu Xinyu Beneficial owner 6,842,162 (Note 1) - 0.17%
®ME ERERA (Kret1)

Sun Shaojun Beneficial owner 6,842,162 (Note 1) - 0.17%
BROE ExBBEA (K1)

Percentage of

the issued

share capital

Number of Number of of the

Name of supervisor Capacity “A" shares held  “H" shares held Company

RN

ERITRA

EENF &% AR E FiEHR & B Bt

Lu Wenwu Beneficial owner 300,000 - 0.008%

BXH ExafBA
Notes: B &t
1. These shares were derived from the previous domestic shares of the Company. 1. BERMODZHBEARGIAER - AER B

The domestic shares were ordinary shares issued by the Company, with a
Renminbi denominated par value of RMB1.00 each, which were subscribed for
and paid up in Renminbi or credited as fully paid up. These shares became A
Shares of the Company upon the A Share listing of the Company on the

Shenzhen Stock Exchange.

All the shareholding interests listed in the above table are “long” position.

ARBEITHEBR KARKIE &
RETEARE1.007T - AN R RERS
BHARINBHRE > ZFRORARFA
R RN GE %X Z B £ &K DA R A
ZARR -

ERATINE) B IR E 5 1 AT B
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(b)

42

Interests in the shares of associated corporations of the (b)

RAXTHEEEERGHNES

Company
Approximate
Class and percentage
number of interest in the
securities entire issued
interested or share capital
Name of associated deemed to be of associated
Name of director corporation Nature of interest interested corporations
BEERR HEEE
REARSE 2IE BT
ERNES BR A B BE &
BEEpHE 16 B L B = B EEMEE BRI RHE BRABEDL
Gordon Riske (Note) KION Group AG (“KION") Beneficial owner 227,350 0.21%
Gordon Riske (4 77#) EmEA A ordinary shares

Interest held by spouse

M B A M

Note: Gordon Riske, a non-executive Director, was the beneficial owner of 227,350
shares in KION and he was also deemed to be interested in 3,000 shares in KION
which were beneficially held by his wife, Ms. Benita Riske.

Save as disclosed above, as at 31 December 2016, none of the Directors,
the chief executives nor the supervisors had an interest or short position
in the shares, underlying shares or debentures of the Company or any of
its associated corporations that was recorded in the register required to
be kept pursuant to Section 352 of the SFO, or as otherwise notified to
the Company pursuant to the Model Code.

WEICHAI PowWER Co., LTD. H4EHBRMNBERLAD

227,350 f% & 3@ A%

3,000 0.003%
ordinary shares
3,000 fi% & i ik

Wt 5t : FE#1 77 & F Gordon Riske A KION £9227,350
BRBGHEZSEAA UHREAREEZTF
Benita Riske 2 1 & & 1% A £93,000 BX KION
RGP E#w o

BEXHBEEN AT AF+=
A=+—0 B®EF BRETHAR
S B %A 2 A S E A 1 40 0K B A
B 17 AR AR 15 15 % o B A 1R U B 4
K 5055 6 ) 9 352 15 08 /8 2 R A X 16
19 o 77 0 S P S A
18 1 12 < B8 A K A A 6 3
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DETAILS OF CHANGES IN SHARE CAPITAL AND

SUBSTANTIAL SHAREHOLDERS'

0)

Changes in share capital

1.

SHAREHOLDINGS

Changes in share capital (as at 31 December 2016)

Before the movement

AREEH

No. of
shares

L

Percentage
bt
(%)

ESEHRS (88

RARZFMMESHRREREBMN

() BRAZHER

1. BRAEZEBEFELFEHE - Z
—NFEF+—A=+—H)

Increase/decrease in the movement (+, -)

AREBRHE (+-)

New shares
issued

EEL

Bonus
Issue

3

Transfer
of surplus Restriction
to capital lifted
DRSER BRRE

Sub-total
NG

After the movement
TREBE

No. of
shares  Percentage
g8 ]
(%)

Restricted circulating shares

BRERIRD

1.

State-owned shares

BRRR

State-owned legal person shares
BREAR

Shares held by other domestic
entities

Hfp sk

including: Shares held by domestic
non-state-owned legal persons
B BREEREARR
Shares held by domestic natural
persons

Emant sk

Shares held by foreign entities
SVERR

including: Shares held by overseas
legal persons

A ENEARR

Shares held by overseas natural
persons

BIERARR

Non-restricted circulating shares

ERERIRD

1.

RMB ordinary shares
NREERR

Dornestic listed foreign shares
BA LTESNER

Overseas listed foreign shares
SO EEOSNER

Others

At

Total number of shares

Rireg

934,929,504

821,265,504

113,664,000

113,664,000

3,063,689,774

2,092,169,774

971,520,000

3,998,619,278

23.38%

2054%

2.84%

2.84%

76.62%

52.32%

2430%

100%

- (67,285,989)

- (67,285,989)

- (67,285,989)

- 67,285,989

- 67,285,989

ANNUAL REPORT 2016 F IR

(67,285,989)

(67,285,989)

(67,285,989)

67,285,989

67,285,989

867,643,515 21.70%

821,265,504 20.54%

46,378,011 1.16%

46,378,011 1.16%

3,130975,763 78.30%

2,159,455,763 54.00%

971,520,000 24.30%

3,998,619,278 100%
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(I

44

Shareholdings of the Substantial Shareholders (as at 31 I EERREBRBRR=-_ZF—RE

December 2016) +=ZA=+—8)

Total number of Shareholders  The number of shareholders is BEAH £142,440F ERARKRE
142,440 among which 142,159 are 142,159F » HR& A% 82815 °
shareholders of “A” shares and
281 are shareholders of “H"
shares.

Shareholdings of the top ten shareholders FI 105 HR 5+ IR 18 1

Number of
Approximate Total Number of shares
percentage of number of restricted pledged
Name of shareholder Type of Shareholder shares held shares held shares held or frozen
BEREL ERERY ERARRE
BREE® RR#HE B FREY ROHE HROHE
(%)
HKSCC Nominees Limited Foreign shareholder 24.22% 968,535,228 - N/A
EEPREERBEABRAT SMEBRE Nl
Weichai Group Holdings Limited State-owned legal person 16.83% 672,952,800 672,952,800 -
HREREERRAR BAEA
Weifang Investment Group Company Limited  State-owned legal person 3.71% 148,312,704 148,312,704 -
HITMREEEERRA B &EA
China Securities Finance Corporation Limited ~ Domestic non-state-owned 2.53% 101,160,734 - -
REESERBRHERAA legal person
BAEEEEA
VM Technical Consultants Wien Overseas legal person 1.93% 77,200,000 - -
Gesellschaft m.b.H. BINEA
BMIVME A A RER A A
Central Huijin Assets Management State-owned legal person 1.36% 54,246,400 - -
Company Limited BEA
HRESEEEREREMCLAA
Hong Zejun Domestic natural person 1.19% 47,650,000 - -
HEE BAEAA
Shenzhen Capital Group Co., Ltd Domestic non-state-owned 0.91% 36,408,569 - -
RYTRIHREEEBERAR legal person
BRIEBEEA
Tan Xuguang Domestic natural person 0.74% 29,421,298 22,065,973 -
BIER BERERA
Hong Kong Securities Clearing Overseas legal person 0.70% 28,022,407 - -

Company Limited (Note)
EROREEBRRAGE)

BINEA

Note: Hong Kong Securities Clearing Company Limited holds 28,022,407 A Shares on
behalf of shareholders under the Shenzhen-Hong Kong Stock Connect

mechanism.

WEICHAI PowER Co., LTD.
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Shareholdings of the top ten non-restricted shareholders

ESEHRS (88

Number of the
non-restricted

AT 107 48 IR & 15 14 I R 15 R 15 2%

Name of shareholder shares held Types of shares
BEEREGRN
KRR E B IR 65 &2 IR 4 & 8
HKSCC Nominees Limited 968,535,228 Overseas listed foreign shares
BEEPREEARBEABRAF oM T INE R
China Securities Finance Corporation Limited 101,160,734 RMB ordinary shares
PEESSBKRNDBRLQT AR EBR
IVM Technical Consultants Wien Gesellschaft m.b.H. 77,200,000 RMB ordinary shares
B FIVME T 75 S AL A B BR 2 7 AR L @R
Central Huijin Assets Management Company Limited 54,246,400 RMB ordinary shares
FRESEEEEBARETAA NI ill e
Hong Zejun 47,650,000 RMB ordinary shares
HEE AR EBR
Shenzhen Capital Group Co., Ltd 36,408,569 RMB ordinary shares
RINTEIFFIRESREBR DA AR EE R
Hong Kong Securities Clearing Company Limited 28,022,407 RMB ordinary shares
BEAPREHZBERAF NI ill e
CITIGROUP GLOBAL MARKETS LIMITED 27,924,295 RMB ordinary shares
AREEBR
Platinum Investment Management Company Limited 27,129,333 RMB ordinary shares
HEeREEBERAFR-BEED AR EE R
ICBCCS Fund — ICBC — Asset Management for 24,449,815 RMB ordinary shares
Designated Customers AR L ®R
IRGEEEE-TIART-BEEFEEER

Note: B -

1. It is not certain whether there is any connected relationship among the top ten 1. RANBARMEFG+ERRREMA+ 5
shareholders and the other top ten non-restricted shareholders, or whether there BEREKHREZEEEFHEBEBE
is any acting in concert relationship among them. thARMEELER —HITHAL -

2. Among the shareholders, Hong Zejun held 47,650,000 shares through client 2. RAIRER HBEIBEPEEESFE

account of collateral securities for margin trading at China Galaxy Securities

Company Limited.

BRAGEFIEARZGERESKFIHE
47,650,000 % »
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SUBSTANTIAL SHAREHOLDERS F2RR
The register of substantial shareholders maintained by the Company pursuant AR RRIEE 5 MK R B F 3361517 B 1
to Section 336 of the SFO (including interests filed with the Hong Kong Stock 2R ROE AL (B 45 1A & 8 B X2 AT ER R
Exchange) shows that as at 31 December 2016, the following persons (other A #8) BUR ;5/\‘\: ga - F+ ::)EJ =t+—8"
than directors, chief executives and supervisors) had the following interests and THAL(EFE - BRITBRAEBRE %ﬂ_ﬂ\/ﬁl\)
short positions (if any) in the shares and underlying shares of the Company: EARARG RARBERGD P HEE T #ER R
malnEg) -
Percentage Percentage
of share of share
capital capital  Percentage
Long/ comprising comprising of total
Short ~ Number of only  Number of only issued share
Name Capacity position A shares A shares H shares H shares capital
AR fEHR  HEES
#e/ Rx R& Rx&g
L at wE AREER Al HR &R Ol Bk
Weichai Group Holdings Limited Beneficial owner long 672,952,800 22.23% - - 16.83%
RXEREEERATA EnEAA e
Shandong Heavy Industry Group Co., Ltd. Held by controlled corporation long 672,952,800 22.23% - - 16.83%
(Note 1) ) mXEEERE e
WRETSEERAR (M)
Brandes Investment Partners, LP (Note 2) Investment manager Long - - 78578612 16.18% 3.93%
(Hrt2) RELRE e
Lazard Asset Management LLC Investment manager Long - - 233,959,955 24.08% 5.85%
RERRE e
JPMorgan Chase & Co. Beneficial owner Long - - 7,768,135 0.80% 0.19%
EnEAA e
Custodian - Corporation/approved Long - - 54,742,256 5.63% 137%
lending agent e
REA-ZE/BAERLREA
Investment manager Long _ _ 5282 600 0.54% 0.13%
hemn 8 - o P
Trustee (other Lhan a bare trustee) Long - 33,664 0.01% 0.00%
CEINGELEINT) e
67,826,655 6.98% 1.69%
Beneficial owner Short - - 1,548,100 0.15% 0.04%
EanEAA *E
Lazard Emerging Markets Equity Portfolio Investment manager Long - - 23,707,500 5.86% 1.42%
(Note 3) (H1zt3) RERE e
Barclays PLC (Note 2) (fif322) Person having a security interest in Long - - 525,552 0.11% 0.03%
shares e
HROBERBERNA
Interest of corporation controlled Long - - 25,453,050 5.24% 1.27%
by the substantial shareholder i)
KRR BT 0 5 B
25,978,602 5.35% 1.30%
Interest of corporation controlled Short - - 24,102,475 4.96% 1.21%
by the substantial shareholder %E

46
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Percentage Percentage
of share of share
capital capital  Percentage
Long/ comprising comprising of total
Short ~ Number of only  Number of only issued share
Name Capacity position A shares A shares H shares H shares capital
AR fEHR  HEERS
#e/ k& R& Rx&g
L at RE AREER Bl HR &R Bk Bl
Citigroup Inc. Interest of corporation controlled Long - - 8,583,174 0.88% 0.22%
by the substantial shareholders He
REBRAE 0 EE RS
Custodian - Corporation/approved Long - - 45282835 4.66% 1.13%
lending agent e
REA—EE/BRBHREA
Person having a security interest in Long - - 4,811,774 0.50% 0.12%
shares e
HENHERBEZNHA
58,677,783 6.04% 1.47%
Interest of corporation controlled Short - - 8,416,876 0.87% 0.21%
by the substantial shareholders KE
RERMEH S EE RS
BlackRock, Inc. Interest of corporation controlled Long - - 83,681,474 8.61% 2.09%
by the substantial shareholders wE
RERAEH0EE RS
Schroders Plc Investment Manager Long - 57,366,000 591% 1.43%
RELRE e
Notes: Htat -
1. Shandong Heavy Industry Group Co., Ltd., a subsidiary of State-owned Assets LWREHEEEEEEEZE SN E 22 7L

Supervision and Administration Commission of Shandong Province, held the entire share
capital of Weichai Group Holding Limited (formerly known as Weifang Diesel Engine
Works).

2. The number of H shares (and the relevant shareholding percentage) reported above by
the relevant substantial shareholder does not take into consideration the Company’s
bonus share issuance on 20 August 2015 as there is no disclosure of interest obligation
under the SFO where there is no change in percentage of shareholdings for a substantial
shareholder.

3. The number of H shares (and the relevant shareholding percentage) reported above by
the relevant substantial shareholder does not take into consideration the Company’s
bonus share issuance on 17 August 2012 and 20 August 2015 as there is no disclosure
of interest obligation under the SFO where there is no change in percentage of
shareholdings for a substantial shareholder.

RETHEFERAFAFEMKEEZEREERFR R
7] (B 78 73 48 57 56 8 BE B B9 2 BB AR K

LA BIZHEETEERT A ZHRER (R E
BIRET D) B RARA R = F—HF/N
A=+ BayATBRIR %77 8 - Ut T3 B4R 15 48 2

REEED - F BRRZRIEE 5 L2
B BBRREE D -

LA 2O AT BERF A ZHRE R (R E
BIRET D) B RARA R = F—=F /N
A+tBAR=-ZF—-HFNA -1 HAARIEHF
T8 WA RIRE S RAEEY - 5 FE BR
RZMREBDIL T EZE RIGERKEE -

Save as disclosed above, the Company has not been notified of any other B FYHBEBEN R T —XFE+ - A8

=<

relevant interests or short positions in the issued share capital of the Company S+ - BAATIVERESMEARD TS EIT
as at 31 December 2016. A7 ) £ 0] L A AR B A S s A R
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DETAILS OF THE DIRECTORS, SUPERVISORS AND

SENIOR MANAGEMENT

There was no appointment or dismissal of any directors, supervisors or senior

management during the reporting period.

CONTINUING CONNECTED TRANSACTIONS

During the year ended 31 December 2016, the Company and the Group had
the following continuing connected transactions, certain details of which are
disclosed in compliance with the requirements of Chapter 14A of the Listing

Rules.

List of Connected Persons who had transactions and the

relationship with the Group

Name of Connected Persons

Abbreviation

EF - EF SHHERAERN

EHRATEECTARBEST EF 5
BABBR-

my

FEMRERXRS
BE-T—AF+-A=+—HLFE X
REEAEBE TR EUBPERS X F
RHMETHBORE LT RABAER
REHE -

HASEFEBEEBRNBEERZN
BEALTZEE

Relationship between the Connected
Persons and the Group

BMEALTER 15 18 BEATHASE BERR
Shaanxi Automotive Group Co., Ltd. Shaanxi Automotive Held a 49% interest in a subsidiary of the
PreETESEAREEAT PR E Company Shaanxi Heavy Duty Automotive Co.,

Shaanxi Fast Gear Automotive Transmission Co., Ltd.

BREA T T E S R E

Shandong Heavy Industry Group Finance Co., Ltd.
IWERETSEMBERAA

Weichai Group Holdings Limited
SR R B AR AR

Chongging Weichai Diesel Engine Limited
ERMREBRAR AR

Shandong Weichai Import and Export Co., Ltd.
IR AL H O AR AR

Fast Transmission
FErEEE

Shandong Finance

W EMH

Weichai Holdings

SRR
Chongging Weichai

Weichai Import and Export
HESEH O

48 WEICHAI Power Co., LTD. H#XRENBRMERLT

Ltd. (“Shaanxi Zhonggi”)
WAARGE 2B AGPRAERTEERAF
(TBREEEA] ) 49%Ex

Held a 49% interest in a subsidiary of the
Company, Shaanxi Fast Gear Co., Ltd. (“SFGC")
BAEARARZ B RARREELT FERER AT
(IBRPBELT R ] ) 49%

Shandong Heavy Industry,

a substantial shareholder of the Company,
held a 40% interest in Shandong Finance
RABZEERRILRET
BERILIEREA0%E S

Held a 16.83% interest in the Company, one of
the Promoters of the Company

WABARNF16.83%MEas + ANFIERAZ—

Wholly-owned by Weichai Holdings
SR 2 2 BB AR

Wholly-owned by Weichai Holdings
SR 2 2 BB AR
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Name of Connected Persons

ESEHRS (88

Abbreviation

Relationship between the Connected
Persons and the Group

BEATER 5 8 BEATHAEBZEEBRR
Weichai (Weifang) Medium-duty Diesel Weichai Medium Wholly-owned by Weichai Holdings (Note)
Engine Co., Ltd. e ki) ML s 2 EWB AR GF)

HESR Cin) P RISOMEBRAF]

Weichai Power Westport New Energy Engine Co., Ltd.

HERTTEFTRERB AR A F]

Yangzhou Yaxing Motor Coach Co., Ltd.
BMNTEEFERHERADF

Weichai Heavy-duty Machinery Co., Ltd.
HSRERARD AR A A

Weichai Electrical Equipment Co., Ltd.
(formally known as Weichai Generator
Equipment Co., Ltd.)

HRENRBERAE (RAEEERFEERAR)

Note : On 1 November 2016, the Company acquired 100% equity interest in Weichai Medium, it

Weichai Westport
FERER

Yangzhou Yaxing
HMNEE
Weichai Heavy Machinery

HESRE

Weichai Electrical Equipment
HERENRE

a subsidiary of Weichai Holdings, which formed business combination involving entities
under common control and included Weichai Medium into the consolidated financial
statements of the Company. Hence, Weichai Medium no longer constitutes a connected
person of the Company thereafter and the continuing connected transactions listed
below only include transitions during 1 January to 31 October 2016.

Weichai Holdings held a 51%
interest in Weichai Westport
ST B T B FTEERS 1 % i m

Indirectly held as to 51% by Weichai Holdings
HEERRERELINDES 1 %En

Weichai Holdings held a 30.59% interest in
Weichai Heavy Machinery
ST B M5 B 130,59 % 1 5

Wholly-owned by Weichai Heavy Machinery
B 2 BB AR

ZE-RNF+—HA—H RRAWEEEER
ZFRE]HESAT100% B9 B #E - T K R — 12
TREEG WML E G K EE -
Ft PR THERAR RN AEHAL T
MFFERB R SECIE LR T E L B =
E-ANF-—A—HETA=Z+—HHRZ5E -
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During the year ended 31 December 2016, the Group had continuing
connected transactions entered into in accordance with the following
agreements.

1.

50

Provision of general services and labour services by
Weichai Holdings and its associates to the Company and
its subsidiaries.

Pursuant to the general services agreement entered into between the
Company and Weichai Holdings on 17 November 2003 (as amended
and supplemented by various supplemental agreements, collectively
referred to as “Weichai Holdings General Services Agreement”), Weichai
Holdings (and its associates) has agreed to provide certain labour services
as well as general services, namely, environmental protection, security,
fire, repair, maintenance and other general services and the payment of
certain town land use right tax in relation to the property occupied and/
or used by the Company and/or other members of the Group, to the
Company, Weichai Power (Weifang) Castings Co., Ltd. (“Weichai
Casting”, a subsidiary of the Company), Shandong Huadong Casting
Co., Ltd. (“Huadong Casting”, a subsidiary of the Company), Weichai
Power (Weifang) Intensive Logistics Co., Ltd. (“Weichai Logistics”, a
subsidiary of the Company) and other subsidiaries of the Company. The
fees payable by the Company and/or its subsidiaries to Weichai Holdings
(and its associates) with respect to the provision of the said services are
determined based on the actual costs incurred by Weichai Holdings (and
its associates) and apportioned on a pro-rata basis according to the area
of the relevant property occupied and/or used by the Company and/or
its subsidiaries plus a service charge representing not more than 20% of
such costs and settled by the parties on a monthly basis.

Pursuant to the general services agreement entered into between the
Company and Chongging Weichai on 17 November 2003 (as amended
and supplemented by various supplemental agreements, collectively
referred to as “Chongging Weichai General Services Agreement”),
Chongging Weichai (and its associates) has agreed to provide certain
general services to the Company’s Chongging branch office and/or other
members of the Group, namely, environmental protection, security, fire,
and other general services and the payment of certain town land use
right tax in relation to the property occupied and/or used by the
Company’s Chongging branch office and/or other members of the
Group. The fees payable by the Company’s Chongging branch office
and/or other members of the Group to Chongging Weichai (and its
associates) with respect to the provision of the said services are
determined based on the actual costs incurred by Chongging Weichai
(and its associates) and apportioned on a pro-rata basis according to the
area of the relevant property occupied and/or used by the Company’s
Chongging branch office and/or other members of the Group plus a
service charge not exceeding 20% of such costs (save that the town
land use right tax paid by Chongging Weichai (and its associates) on
behalf of the Company’s Chongging branch office and/or other
members of the Group will not be subject to the said 20% service
charge) and are settled by the parties on a monthly basis.

WEICHAI PowWER Co., LTD. H4EHBRMNBERLAD
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The approved annual cap for the aforesaid services provided by Weichai
Holdings and Chongging Weichai and their respective associates for the
year ended 31 December 2016 is RMB160 million. In the year ended 31
December 2016, the total amount charged by Weichai Holdings and
Chongging Weichai and their respective associates from the Company
and its subsidiaries for the said services was RMB46,291,201.

Pursuant to the latest supplemental agreement to the Weichai Holdings
General Services Agreement and the Chongging Weichai General
Services Agreement dated 30 August 2016, Weichai Holdings and
Chongging Weichai and their respective associates have agreed to
provide the said general services and labour services to the Company,
Weichai Casting, Huadong Casting, Weichai Logistics and/or other
subsidiaries of the Company on the same terms and for a period of
three years ending 31 December 2019, upon the expiry of which the
parties may extend the term for another three years on a mutually
agreed basis.

Supply and/or connection of utilities by Weichai
Holdings and its associates to the Company and its
subsidiaries

Pursuant to the utility services agreement entered into between the
Company and Weichai Holdings on 17 November 2003 (as amended
and supplemented by various supplemental agreements, collectively
referred to as “Weichai Holdings Utilities Services Agreement”), Weichai
Holdings (and its associates) have agreed to provide or provide the
connection of certain utility and energy services to the Company,
Weichai Casting, Weichai Power Freshen Air Technology Co., Ltd.
(“Weichai Freshen Air”, a subsidiary of the Company) and other
subsidiaries of the Company, namely, water, electricity, gas, steam,
oxygen, nitrogen, compressed air, waste water treatment and supply of
treated waste water, etc. The fees payable by the Company and/or its
subsidiaries to Weichai Holdings (and its associates) with respect to the
provision of the said services are determined based on the actual usage
of the Company and/or its subsidiaries and by reference to the market
prices of such utilities. If only government published rates are available
with respect to certain utilities, the fees payable would be determined by
reference to the government published rates plus the wastage,
depreciation and repair expenses incurred by Weichai Holdings (and its
associates) in relation thereto. If no market price or government
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published rates with respect to the above utility and energy services are
available, the Company and/or its subsidiaries will pay the actual costs
incurred by Weichai Holdings (and its associates) in relation to the
provision of such utility and energy services plus a service charge
representing not more than 20% of such costs. In the year ended 31
December 2016, Weichai Holdings (and its associates) has been charging
the Company and its subsidiaries a service charge of 15% of the actual
costs incurred thereof. The fees are settled by the parties on a monthly
basis.

Pursuant to the utility services agreement entered into between the
Company and Chongging Weichai on 17 November 2003 (as amended
and supplemented by various supplemental agreements, collectively
referred to as “Chongging Weichai Utilities Services Agreement”),
Chongging Weichai (and its associates) has agreed to provide or provide
the connection of certain utility and energy services to the Company’s
Chongging branch office and/or other members of the Group, namely,
water, electricity, natural gas, steam, oxygen, nitrogen and compressed
air, etc. The fees payable by the Company and/or its subsidiaries to
Chongging Weichai (and its associates) with respect to the provision of
the said services are determined based on the usage thereof by the
Company’s Chongging branch office and/or other members of the
Group or, if it is not possible to measure such usage, pro-rated
according to the respective sales of Chongqging Weichai and the
Company’s Chongging branch office and/or other members of the
Group and by reference to the market prices of such utilities. If only
government published rates are available with respect to certain utilities,
the fees payable will be determined by reference to the government
published rates plus the wastage, depreciation and repair expenses
incurred by Chongging Weichai (and its associates) in relation to the
provision of the relevant utilities. If no market prices or government
published rates with respect to the above utilities and energy services are
available, the Company and/or other members of the Group will pay the
actual costs incurred by Chongging Weichai and its associates in relation
to the provision of such utilities and energy services plus a service charge
representing not more than 20% of such costs. In the year ended 31
December 2016, Chongging Weichai and its associates have been
charging the Company and/or other members of the Group a service
charge of 20% of the actual costs incurred thereof. The fees are settled
by the parties on a monthly basis.
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The approved annual cap for the aforesaid services provided by Weichai
Holdings and Chongging Weichai and their respective associates for the
year ended 31 December 2016 is RMB800 million. In the year ended 31
December 2016, the total amount charged by Weichai Holdings and
Chongging Weichai and their respective associates from the Company
and its subsidiaries for the said services was RMB260,484,008.

Pursuant to the latest supplemental agreement to the Weichai Holdings
Utilities Services Agreement and the Chongging Weichai Utilities Services
Agreement dated 30 August 2016, Weichai Holdings and Chongging
Weichai and their respective associates have agreed to provide or
provide the connection of the said utility and energy services to the
Company, Weichai Casting, Weichai Power (Weifang) Reproduction
Company Limited (“Weichai Reproduction”, a subsidiary of the
Company), Huadong Casting, Weichai Logistics, the Chongging Branch
and/or other subsidiaries of the Company on the same terms and for a
period of three years ending 31 December 2019, upon the expiry of
which the parties may extend the term for another three years on a
mutually agreed basis.

Purchase of diesel engine parts and components, gas,
scrap metals, materials, diesel engines and related
products and processing services by the Company and its
subsidiaries from Weichai Holdings and its associates

Pursuant to the purchase and processing services agreement entered
into between the Company, Weichai Holdings and Chongging Weichai
on 27 November 2008 (as amended and supplemented by various
supplemental agreements, collectively referred to as the “Weichai
Purchase and Processing Services Agreement”):

(i) the Company, Weichai Casting, Weichai Reproduction, Huadong
Casting, Weichai Singapore Ptd. Ltd. (“Weichai Singapore”, a
subsidiary of the Company) and other subsidiaries of the Company
have agreed to purchase parts and components of diesel engines,
gas, scrap metals, materials, diesel engines and related products
from Weichai Holdings, Chongging Weichai, Weichai Import and
Export and other associates of Weichai Holdings; and
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(i) Weichai Holdings, Chongging Weichai, Weichai Import and Export
and other associates of Weichai Holdings have agreed to provide
processing services to the Company and its subsidiaries with
respect to the said parts and components of diesel engines, gas,
scrap metals, materials, diesel engines and related products.

The said purchases and processing services are transacted at market
prices and are settled by the parties on a monthly basis.

The approved annual cap for the aforesaid purchases made and services
received from Weichai Holdings and its associates for the year ended 31
December 2016 is RMB720 million. In the year ended 31 December
2016, the total purchases made and processing services received by the
Company and its subsidiaries from Weichai Holdings and its associates
amounted to RMB378,993,625.

Pursuant to the latest supplemental agreement to the Weichai Purchase
and Processing Services Agreement dated 30 August 2016, Weichai
Holdings, Chongqging Weichai and Weichai Import and Export (and other
associates of Weichai Holding) have agreed to provide the said products
and processing services to the Company, Weichai Casting, Weichai
Reproduction, Huadong Casting, Weichai Singapore Ptd. Ltd. (“Weichai
Singapore”, a subsidiary of the Company), Shandong Heavy Industry
India Ptd. Ltd. (“Weichai India”, a subsidiary of the Company), Shandong
Heavy Industry India Ptd. Ltd. (“Weichai India”, a subsidiary of the
Company), Weichai Middle East FZE (“Weichai Middle East”, a subsidiary
of the Company) and/or other subsidiaries of the Company on the same
terms and for a period of three years ending 31 December 2019, upon
the expiry of which the parties may extend the term for another three
years on a mutually agreed basis.
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Sale of diesel engines, diesel engine parts and
components, materials, semi-finished goods and related
products and provision of processing services by the
Company and its subsidiaries to Weichai Holdings and its
associates

Pursuant to the sale and processing services agreement entered into
between the Company and Weichai Power (Weifang) After-sales Service
Co., Ltd. (“Weichai After-sales Services”, a subsidiary of the Company,
formally known as Weichai Power Reserves and Resources Company) as
suppliers and Weichai Holdings and its certain associates as customers
on 27 November 2008 (as amended and supplemented by various
supplemental agreements, collectively referred to as the “Weichai Sale
and Processing Service Agreement”), the Company (and its Chongging
branch office), Weichai After-sales Services, Weichai Casting, Weichai
Reproduction, Weichai Logistics and other subsidiaries of the Company
have agreed to (i) sell certain diesel engines, diesel engine parts and
components, materials, semi-finished products and related products, and
(i) provide certain processing services in relation to the production of
diesel engines to Weichai Holdings, Weichai Import and Export,
Chongging Weichai, Chongging City Jiangjin District Chongwei Casting
Co. Ltd. (which was a wholly-owned subsidiary of Weichai Holdings and
subsequently absorbed and consolidated into Chongging Weichai) and
other associates of Weichai Holdings at market prices. The transactions
are settled by the parties on a monthly basis.

The approved annual cap for the aforesaid sales made and services
provided to Weichai Holdings and its associates for the year ended 31
December 2016 is RMB510 million. In the year ended 31 December
2016, the total sales made and processing services provided by the
Company and its subsidiaries to Weichai Holdings and its associates
amounted to RMB508,930,264.

Pursuant to the latest supplemental agreement to the Weichai Sale and
Processing Service Agreement dated 30 August 2016, the Company,
Weichai Casting, Weichai After-sales Services, Weichai Reproduction,
Weichai Logistics and other subsidiaries of the Company have agreed to
sell the said diesel engines, diesel engine parts and components,
materials, semi-finished products and related products, and provide the
said processing services to Weichai Holdings, Weichai Import and Export,
Chongging Weichai, and other associates of Weichai Holdings at market
prices and for a period of three years ending 31 December 2019, upon
the expiry of which the parties may extend the term for another three
years on a mutually agreed basis.
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Sale of semi-finished diesel engine parts and related
products and logistic service by the Company and its
subsidiaries to Weichai Medium and its associates

Pursuant to the master sales agreement entered into between the
Company and Weichai Medium on 21 October 2003 (as supplemented
by various supplemental agreements), the Company, Weichai After-sales
Services, Weichai Casting, Weichai Reproduction, Huadong Casting,
Weichai Logistics and other subsidiaries of the Company have agreed to
supply semi-finished diesel engine parts and related products and
provide certain logistic service to Weichai Medium and its associates for
its 226B series of diesel engines and related products, at market prices
and settled on a monthly basis.

Pursuant to the latest supplemental agreement to the said master sales
agreement dated 27 August 2015, the Company, Weichai After-sales
Services, Weichai Casting, Weichai Reproduction, Huadong Casting,
Weichai Logistics, Weichai Freshen Air and other subsidiaries of the
Company have agreed to supply the said products and provide the said
services to Weichai Medium and its associates on the same terms and
for a period of a term ended 31 December 2016.

The approved annual cap for the aforesaid sales of semi-finished diesel
engine parts and related products and logistic service to Weichai
Medium and its associates for the year ended 31 December 2016 is
RMB450 million. During the period from 1 January 2016 to 31
December 2016, total sales of RMB183,443,848 of semi-finished diesel
engine parts and related products and logistic service were made and/or
provided by the Company and its subsidiaries to Weichai Medium and its
associates.

Provision of sales and warranty period repair services by
the Company and its subsidiaries to Weichai Medium
and its associates

Pursuant to the sales and warranty agreement entered into between the
Company and Weichai Medium on 21 September 2005 (as
supplemented by various supplemental agreements), the Company and/
or other members of the Group have agreed to provide sales and
warranty period repair and maintenance services to Weichai Medium
and/or its associates, at market prices and settled on a monthly basis, for
a term ended 31 December 2016.

WEICHAI POWER Co., LTD. HLahhiRMNBERLAD
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The approved annual cap for the aforesaid sales and warranty period
repair services provided to Weichai Medium and its associates for the
year ended 31 December 2016 is RMB62 million. During the period from
1 January 2016 to 31 December 2016, the sales and warranty period
repair services provided by the Company and other members of the
Group to Weichai Medium and its associates amounted to
RMB41,843,397.

Purchase of diesel engine parts and components and
related products by the Company and its subsidiaries
from Weichai Medium and its associates

Pursuant to the diesel engine parts and components and related
products purchase agreement entered into between Weichai After-sales
Services and Weichai Medium on 27 November 2008 (as supplemented
by various supplemental agreements), Weichai After-sales Services,
Weichai Casting, Weichai Reproduction and/or other members of the
Group have agreed to purchase from Weichai Medium and its associates
certain parts and components for the manufacture of diesel engines and
related products, at market prices and settled on a monthly basis, for a
term ended 31 December 2016.

The approved annual cap for the aforesaid purchases of diesel engine
parts and components and related products from Weichai Medium and/
or its associates for the year ended 31 December 2016 is RMB132
million. During the period from 1 January 2016 to 31 December 2016,
the total purchases of diesel engine parts and components and related
products made by the Company and its subsidiaries from Weichai
Medium and its associates amounted to RMB25,300,187.

Purchase of diesel engines and related products by the
Company and its subsidiaries from Weichai Medium
Pursuant to the diesel engines purchase agreement entered into
between the Company and Weichai Medium on 27 November 2008 (as
supplemented by various supplemental agreements), the Company,
Weichai After-sales Services, Weichai Casting, Weichai Reproduction
other subsidiaries of the Company have agreed to purchase certain
diesel engines and related products from Weichai Medium, at market
prices and settled on a quarterly basis for a term ended 31 December
2016.
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The approved annual cap for the aforesaid purchases of diesel engines
and related products from Weichai Medium for the year ended 31
December 2016 is RMB750 million. During the period from 1 January
2016 to 31 December 2016, the total purchases of diesel engines and
related products made by the Company and its subsidiaries from Weichai
Medium amounted to RMB487,865,469.

Sale of diesel engines and related products by the
Company and its subsidiaries to Weichai Heavy
Machinery and its associates

The Company and Weichai Holdings entered into a framework
agreement on 17 November 2003 (as supplemented by various
supplemental agreements). The rights and obligations of Weichai
Holdings in the aforesaid agreement were assumed by Weichai Heavy
Machinery pursuant to the supplemental framework agreement entered
into between the Company and Weichai Heavy Machinery on 29 August
2013.

Pursuant to such framework agreement (as supplemented by various
supplemental agreements), the Company, Weichai Reproduction,
Weichai Power Yangzhou Diesel Engine Co., Ltd. (“Weichai Yangzhou”,
a subsidiary of the Company) and Baudouin (Weifang) Power Co., Ltd.
(“Baudouin China”, a subsidiary of the Company) and/or other
subsidiaries of the Company have agreed to sell to Weichai Heavy
Machinery, Weichai Electrical Equipment and/or other associates of
Weichai Heavy Machinery the certain diesel engines and related
products, at market prices and settled on a monthly basis for a term
ending 31 December 2018, upon the expiry of which the parties may
extend the term for another three years on a mutually agreed basis.

The approved annual cap for the aforesaid sales of diesel engines and
related products to Weichai Heavy Machinery and/or its associates for
the year ended 31 December 2016 is RMB450 million. In the year ended
31 December 2016, the total sales of diesel engines and related
products made by the Company and its subsidiaries to Weichai Heavy
Machinery and/or its associates amounted to RMB211,086,484.

WEICHAI POWER Co., LTD. HLahhiRMNBERLAD

nna»

ESEHRS (88

M) A Ge AR AU ERBE ol Se ol i R AB BE E
mREE_E-XRNF+_A=+—H
FETFECRHALEFELRABARYE
750,000,000t c B =ZZE —R~RF—HA—H
E-FE-XE+-_A=+—HI-HB-
KRR REMBR R WML TRRE
kB EEEEMNEBSBEAARE
487,865,469 7T °

RNRBA R EKE R B @R E R
B B (B8 ) 1~ B) 85 & S Jh
REEEm
REARAAEREZEER_-_FTT=F
T-ATLEBRATL-RERBAEKS
EHABBEBIT) MEERNZBE
ZHENMEEBREREERRIERNRQG
HEREREARLRERNR T —=F)N
H =+ LB RT3 6 8 78 1E 28 fhp ik R B -

EFLEE B (e % Eﬁﬁ%%ﬁ
o) ARA - HEBRE BEHNG
m E%ﬁmaﬁ TU& 27 L NN
NEIZHEB AR EHTEMEB HE
RAB(EHZFRE] ARG ZHER
ﬂ&ﬁ“ﬂZE@W%“ﬂﬁﬁm%
LeE LT NRERELEERHE
mwgﬁh)ﬂiﬁﬁ%$ oM & M
BED BSHFTEMERAGLEE HEe
FHEBEEZE-_ZT- /N\F+=-A=+—8
Lt RERESHFHATEESEwH
BEI=F o

[A) 4 i%%ﬁik <M X MR B E
wREE_ZEZT—XR"F+_A=+—H
FTFEZ2&MEFELRAARYE
450,000,000 - REBE T —NF+ =
A=+—R1EFE ARakEMRBA
AIMALERBEEZTEBKE KRB
ERMNBLERARE211,0864847T °



DIRECTORS’ REPORT (CONTINUED)
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Purchase of diesel engine parts and components,
materials, steel and scrap metal, diesel engines and
related products and the processing and labour services
by the Company and its subsidiaries from Weichai Heavy
Machinery and its associates

Pursuant to the purchase and processing services agreement entered
into between the Company and Weichai After-sales Services and
Weichai Heavy Machinery on 27 November 2008 (as supplemented by
various supplemental agreements), the Company (and its Chongging
branch office), Weichai After-sales Services, Weichai Casting, Weichai
Reproduction, Huadong Casting, Weichai Logistics, Baudouin China and/
or other members of the Group have agreed to purchase from Weichai
Heavy Machinery, Weichai Electrical Equipment and/or other associates
of Weichai Heavy Machinery certain diesel engine parts and
components, steel and scrap metal, materials, diesel engines and related
products and processing and labour services, at market prices and settled
on a monthly basis.

The approved annual cap for the aforesaid purchases made and
processing services received from Weichai Heavy Machinery and/or its
associates for the year ended 31 December 2016 is RMB1.14 billion. In
the year ended 31 December 2016, the total purchases made and
processing services received by the Company and other members of the
Group from Weichai Heavy Machinery and its associates amounted to
RMB307,056,036.

Pursuant to the latest supplemental agreement to the said framework
agreement dated 30 August 2016, the Company, Weichai After-sales
Services, Weichai Casting, Weichai Reproduction, Huadong Casting,
Weichai Logistics, Weichai Singapore, Baudouin China and/or other
members of the Group have agreed to purchase from Weichai Heavy
Machinery, Weichai Electrical Equipment and/or other associates of
Weichai Heavy Machinery the said diesel engine parts and components,
steel and scrap metal, materials, diesel engines and related products and
processing and labour services on the same terms and for a period of
three years ending 31 December 2019, upon the expiry of which the
parties may extend the term for another three years on a mutually
agreed basis.
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Supply of semi-finished diesel engine parts, diesel
engine parts and components, reserve parts and related
products and provision of labour services by the
Company and its subsidiaries to Weichai Heavy
Machinery and its associates

The Company and Weichai Holdings entered into a semi-finished diesel
engine parts supply agreement on 17 November 2003 (as amended and
supplemented by various supplemental agreements). The rights and
obligations of Weichai Holdings in the aforesaid agreement were
assumed by Weichai Heavy Machinery pursuant to the supplemental
agreement entered into between the Company, Weichai Holdings and
Weichai Heavy Machinery on 9 November 2009.

Pursuant to such framework agreement (as supplemented by various
supplemental agreements), the Company, Weichai Reproduction,
Weichai After-sales Services, Weichai Casting, Huadong Casting, Weichai
Logistics and/or other subsidiaries of the Company have agreed to sell
certain semi-finished diesel engine parts, diesel engine parts and
components, reserve parts and related products and to provide the said
labour services to Weichai Heavy Machinery, Weichai Electrical
Equipment and/or its associates at market prices and settled on a
monthly basis for a period of three years ending 31 December 2018,
upon the expiry of which the parties may renew the term for another
three years on a mutually agreed basis.

The approved annual cap for the aforesaid supply of semi-finished diesel
engine parts to Weichai Heavy Machinery and/or its associates for the
year ended 31 December 2016 is RMB300 million. In the year ended 31
December 2016, the total supply of semi-finished diesel engine parts,
diesel engine parts and components, reserve parts and related products
and provision of labour services by the Company and other members of
the Group to Weichai Heavy Machinery and its associates amounted to
RMB57,228,667.
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Sale of parts and components of transmissions and
related products by SFGC to Fast Transmission

Pursuant to the parts and components sale agreement entered into
between SFGC and Fast Transmission on 1 August 2007 (as amended
and supplemented by various supplemental agreements), SFGC has
agreed to sell to Fast Transmission certain parts and components of
transmissions, namely, gearboxes, and related products at market prices
and settled every two to three months, for a term of three years ending
31 December 2018, upon the expiry of which the parties shall have an
option to extend the term for another three years on a mutually agreed
basis.

The approved annual cap for the aforesaid sales of parts and
components of transmissions to Fast Transmission for the year ended 31
December 2016 is RMB3.6 billion. In the year ended 31 December 2016,
the total sales of parts and components of transmissions made by SFGC
to Fast Transmission amounted to RMB1,442,541,862.

Purchase of parts and components of transmissions and
related products by SFGC from Fast Transmission

Pursuant to the parts and components purchase agreement entered into
between SFGC and Fast Transmission on 1 August 2007 (as amended
and supplemented by various supplemental agreements), SFGC has
agreed to purchase from Fast Transmission certain parts and
components of transmissions and gears, namely, power take off
assemblies and castings, and related products at market prices and
settled every two to three months, for a term of three years ending 31
December 2018, upon the expiry of which the parties shall have an
option to extend the term for another three years on a mutually agreed
basis.

The approved annual cap for the aforesaid purchase of parts and
components of transmissions from Fast Transmission for the year ended
31 December 2016 is RMB4.5 billion. In the year ended 31 December
2016, the total purchases of parts and components of transmissions and
related products made by SFGC from Fast Transmission amounted to
RMB2,564,824,108.
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Sale of vehicles, parts and components of vehicles, raw
materials and related products and provision of the
relevant services by Shaanxi Zhongqi and its subsidiaries
and Weichai Freshen Air to Shaanxi Automotive and its
associates

Pursuant to the vehicles, parts and components and raw materials sale
and heat processing services agreement entered into between Shaanxi
Zhonggi and certain other subsidiaries of the Company as suppliers (the
“Shaanxi Suppliers”) and Shaanxi Automotive and its associates as
customers (the “Shaanxi Customers”) on 1 August 2007 (as
supplemented by various supplemental agreements), the Shaanxi
Suppliers and Weichai Freshen Air have agreed to sell certain vehicles,
parts and components of vehicles, raw materials and related products,
and provide the relevant services to the Shaanxi Customers, at market
prices and settled by the parties generally every one to three months.

The approved annual cap for the aforesaid sales of vehicles, parts and
components of vehicles, raw materials and related products and
provision of the relevant services to Shaanxi Automotive and its
associates for the year ended 31 December 2016 is RMB8.1 billion. In
the year ended 31 December 2016, the total sales of vehicles, parts and
components of vehicles, raw materials and related products and
provision of the relevant services by Shaanxi Zhonggi and its subsidiaries
and Weichai Freshen Air to Shaanxi Automotive and its associates
amounted to RMB1,120,254,163.

Pursuant to the latest supplemental agreement to the said framework
agreement dated 30 August 2016, the Shaanxi Suppliers and Weichai
Freshen Air have agreed to sell certain vehicles, parts and components of
vehicles, raw materials and related products, and provide the relevant
services to the Shaanxi Customers, at market prices and settled by the
parties generally every one to three months, for a term ending 31
December 2019, upon the expiry of which the parties shall have an
option to renew the agreement for a term of three years on a mutually
agreed basis.
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Purchase of parts and components of vehicles, scrap steel
and related products and labour services by Shaanx
Zhongqi and its subsidiaries from Shaanxi Automotive
and its associates

Pursuant to the parts and components and scrap steel purchase
agreement entered into between Shaanxi Zhonggi and certain other
subsidiaries of the Company as buyers (the “Shaanxi Buyers”) and
certain associates of Shaanxi Automotive as sellers (the “Shaanxi
Sellers”) on 1 August 2007 (as supplemented by various supplemental
agreements), the Shaanxi Buyers have agreed to purchase certain parts
and components of vehicles, scrap steel, related products and labour
services from the Shaanxi Sellers, at market prices and settled by the
parties every one to three months.

The approved annual cap for the aforesaid purchases of parts and
components of vehicles, scrap steel, related products and labour services
from Shaanxi Automotive and its associates for the year ended 31
December 2016 is RMB8.6 billion. In the year ended 31 December 2016,
the total purchases of parts and components of vehicles, scrap steel and
related products and labour services made by Shaanxi Zhonggi and its
subsidiaries from Shaanxi Automotive and its associates amounted to
RMB4,153,932,561.

Pursuant to the latest supplemental agreement to the said framework
agreement dated 30 August 2016, the Shaanxi Buyers and Weichai
Freshen Air have agreed to purchase certain parts and components of
vehicles, scrap steel, related products and labour services from the
Shaanxi Sellers, at market prices and settled by the parties every one to
three months, for a term ending 31 December 2019, upon the expiry of
which the parties shall have an option to renew the agreement for a
term of three years on a mutually agreed basis.
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Sale of engines, new energy powertrain and related
products by the Company to Yangzhou Yaxing and its
subsidiaries

The diesel engines supply framework agreement entered into between
the Company and Yangzhou Yaxing on 26 October 2012 (as
supplemented by various supplemental agreements) sets out the general
terms and conditions for the sale of diesel engines and related products
by the Company and Weichai Yangzhou to Yangzhou Yaxing and its
subsidiaries. The said diesel engines and related products shall be sold by
the Company and Weichai Yangzhou to Yangzhou Yaxing and its
subsidiaries from time to time with reference to market prices and
settled on a monthly basis. The transactions shall be subject to normal
commercial terms and terms no less favourable to the Company than
those available to the Company from independent third parties.

Pursuant to the latest supplemental agreement to the said framework
agreement dated 29 September 2016, the Company and its subsidiaries
have agreed to sell certain engines, new energy powertrains and related
products to Yangzhou Yaxing and its subsidiaries on the same terms and
for a period of two years ending 31 December 2017, upon the expiry of
which the parties may renew the term for another three years on a
mutually agreed basis.

The annual cap for the aforesaid sales of engines, new energy
powertrain and related products by the Company and its subsidiaries to
Yangzhou Yaxing and its subsidiaries for the year ended 2016 is
RMB946 million. In the year ended 31 December 2016, the total sales of
engines, new energy powertrain and related products made by the
Company and its subsidiaries to Yangzhou Yaxing and its subsidiaries
amounted to RMB849,989,683.

Sale of transmissions by SFGC to Yangzhou Yaxing and
its subsidiaries

The transmissions supply framework agreement entered into between
SFGC and Yangzhou Yaxing on 26 October 2012 (as supplemented by
various supplemental agreements) sets out the general terms and
conditions for the sale of transmissions by SFGC to Yangzhou Yaxing
and its subsidiaries. The said transmissions shall be sold by SFGC to
Yangzhou Yaxing and its subsidiaries from time to time with reference
to market prices and settled on a monthly basis. The transactions shall
be subject to normal commercial terms and terms no less favourable to
SFGC than those available to SFGC from independent third parties.
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Pursuant to the latest supplemental agreement to the said transmissions
supply framework agreement dated 30 March 2015, SFGC has agreed
to sell the said transmissions to Yangzhou Yaxing and its subsidiaries on
the same terms and for a period of three years ending 31 December
2017, upon the expiry of which the parties shall have an option to
extend the term for another three years on a mutually agreed basis.

The annual cap for the aforesaid sale of transmissions by SFGC to
Yangzhou Yaxing and its subsidiaries for the year ended 31 December
2016 is RMB24 million. In the year ended 31 December 2016, the actual
transaction amount of such sales was RMB3,521,106.

Sale of axles by Shaanxi Hande Axle Co., Ltd. (“Hande
Axle”, a subsidiary of Shaanxi Zhongqi) to Yangzhou
Yaxing and its subsidiaries

The axles supply framework agreement entered into between Hande
Axle and Yangzhou Yaxing on 26 October 2012 (as supplemented by
various supplementary agreements) sets out the general terms and
conditions for the sales of axles by Hande Axle to Yangzhou Yaxing and
its subsidiaries. The said axles shall be sold by Hande Axle to Yangzhou
Yaxing and its subsidiaries from time to time with reference to market
prices and with a payment term of two months. The transactions shall
be subject to normal commercial terms and terms no less favourable to
Hande Axle than those available to Hande Axle from independent third
parties.

Pursuant to the latest supplemental agreement to the said axles supply
framework agreement dated 30 March 2015, Hande Axle has agreed to
sell the said axles to Yangzhou Yaxing and its subsidiaries on the same
terms and for a period of three years ending 31 December 2017, upon
the expiry of which the parties shall have an option to extend the term
for another three years on a mutually agreed basis.

The annual cap for the aforesaid sale of axles by Hande Axle to
Yangzhou Yaxing and its subsidiaries for the year ended 31 December
2016 is RMB110 million. In the year ended 31 December 2016, the sales
of axles made by Hande Axle to Yangzhou Yaxing and its subsidiaries
was zero.
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Provision of financial services to the Company and its
subsidiaries by Shandong Finance

Pursuant to the financial services agreement entered into between the
Company and Shandong Finance on 21 March 2013 (and the new
financial services agreement dated 30 March 2016), Shandong Finance
has agreed to provide, inter alia, certain deposit services to the Company
and its subsidiaries for a period ending 29 June 2019, upon the expiry of
which the parties may extend the term for another three years on a
mutually agreed basis.

Shandong Finance shall provide certain deposit services to the Group,
the principal terms of which are as follows:

(@  the interest rate for the deposit of the Group’s funds with
Shandong Finance shall, subject to the compliance of the relevant
requirements of the People’s Bank of China, be no less than the
highest interest rate for the same type of deposit offered by the
major commercial banks for the same period; and

(b)  the maximum daily balance (including interests) of the Group's
deposit with Shandong Finance shall not exceed RMB9 billion from
30 June 2013 to 29 June 2014, RMB10.8 billion from 30 June
2014 to 29 June 2015, RMB13 billion from 30 June 2015 to 29
June 2016, RMB17 billion from 30 June 2016 to 29 June 2017,
RMB19 billion from 30 June 2017 to 29 June 2018, and RMB20
billion from 30 June 2018 to 29 June 2019.
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During the period from 1 January 2016 to 29 June 2016, the maximum
daily balance (including interests) of the Group’s deposit in Shandong
Finance amounted to RMB12,999,111,152, whereas during the period
from 30 June 2016 to 31 December 2016, the maximum daily balance
(including interests) of the Group’s deposit in Shandong Finance
amounted to RMB12,424,752,653.

Supply of base engines, gas engine parts, utility and
labour services, technology development services and
related products and services by the Company and its
subsidiaries and associates to Weichai Westport

Pursuant to the framework supply agreement entered into between the
Company, Weichai Reproduction, Weichai After-sales Services and
Weichai Westport on 25 December 2012 (as amended and
supplemented by a supplemental agreement dated 8 December 2014,
collectively referred to as the “Weichai Westport Supply Agreement”),
each of the Company, Weichai After-sales Services, Weichai
Reproduction, Weichai Freshen Air and other associates of the Company
has agreed to supply certain base engines, gas engine parts, utility and
labour services, technology development services and related products
and services to Weichai Westport, at market prices and/or prices agreed
according to the principle of fairness and reasonableness and settled on
a monthly basis for a term from 1 January 2015 to 31 December 2017,
upon the expiry of which the parties may extend the term for three years
on a mutually agreed basis.

The annual cap for the aforesaid supply of certain base engines, gas
engine parts, utility and labour services, technology development services
and related products for the year ended 31 December 2016 is RMB3.5
billion. In the year ended 31 December 2016, the total supply of the said
products and services by the Company (and its subsidiaries) to Weichai
Westport amounted to RMB488,439,091.
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Purchase of gas engines, gas engine parts, labour
services and related products and services by the
Company and its subsidiaries and associates from
Weichai Westport

Pursuant to the framework purchase agreement entered into between
the Company, Weichai Reproduction and Weichai After-sales Services
and Weichai Westport on 25 December 2012 (as amended and
supplemented by a supplemental agreement dated 8 December 2014,
collectively referred to as the “Weichai Westport Purchase Agreement”),
each of the Company, Weichai After-sales Services, Weichai
Reproduction and other associates of the Company has agreed to
purchase certain gas engines, gas engine parts, labour services and
related products and services from Weichai Westport, at market prices
and/or prices agreed according to the principle of fairness and
reasonableness and settled on a monthly basis for a term from 1 January
2015 to 31 December 2017, upon the expiry of which the parties may
extend the term for three years on a mutually agreed basis.

The annual cap for the aforesaid purchase of gas engines, gas engine
parts, labour services and related products for the year ended 31
December 2016 is RMB5.6 billion. In the year ended 31 December 2016,
the total purchase of the said products and services by the Company
(and its subsidiaries) from Weichai Westport amounted to
RMB959,290,002.

Provision of logistics and storage services by Weichai
Logistics (and/or its associates) to Weichai Westport
Pursuant to the framework logistics agreement (as amended and
supplemented by a supplemental agreement dated 8 December 2014,
collectively referred to as the “Weichai Westport Logistics Agreement”)
entered into between Weichai Logistics and Weichai Westport, Weichai
Logistics (and/or its associates) has agreed to provide certain logistics and
storage services to Weichai Westport for the transportation of certain
products and after-sale components, at market price of comparable
services and settled on a monthly basis, for a term from 1 January 2015
to 31 December 2017, upon the expiry of which the parties may extend
the term for three years on a mutually agreed basis.

The annual cap for the aforesaid provision of logistics and storage
services for the year ended 31 December 2016 is RMB21.6 million. In
the year ended 31 December 2016, the provision of the said services by
Weichai Logistics (and/or its associates) to Weichai Westport amounted
to RMB2,268,985.
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23.

The annual cap for the above provision of services for the term from 1
January 2015 to 31 December 2017 did not exceed the 0.1% threshold
referred to in Rule 14A.76(1) of the Listing Rules, and, accordingly, are
not subject to the reporting, announcement and independent
shareholders’ approval requirements of Chapter 14A of the Listing Rules.
The relevant terms and annual caps of the Weichai Westport Logistics
Agreement are disclosed herein for the Shareholders’ information.

Leasing of factory buildings by the Company to Weichai
Westport

Pursuant to the leasing agreement (as amended and supplemented by a
supplemental agreement dated 8 December 2014, collectively referred
to as the “Weichai Westport Leasing Agreement”) entered into between
the Company and Weichai Westport, the Company has agreed to lease
certain factory buildings to Weichai Westport for a term from 1 January
2015 to 31 December 2017. Upon expiry of the Weichai Westport
Leasing Agreement, the parties may renew the term for another three
years on a mutually agreed basis.

The annual cap for the aforesaid lease of certain factory buildings for the
year ended 31 December 2016 is RMB15 million. In the year ended 31
December 2016, the total rental income received by the Company from
Weichai Westport amounted to RMB7,788,751.

The annual cap for the aforesaid lease of certain factory buildings for the
term from 1 January 2015 to 31 December 2017 did not exceed the
0.1% threshold referred to in Rule 14A.76(1) of the Listing Rules, and,
accordingly, is not subject to the reporting, announcement and
independent shareholders’ approval requirements of Chapter 14A of the
Listing Rules. The relevant terms and annual caps of the Weichai
Westport Leasing Agreement are disclosed herein for the Shareholders’
information.
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The independent non-executive directors of the Company have reviewed the
continuing connected transactions set out above and have confirmed that
these continuing connected transactions were entered into (i) in the ordinary
and usual course of business of the Group; (ii) on normal commercial terms or
on terms no less favourable to the Group than terms available to or from
independent third parties; and (iii) in accordance with the relevant agreements
governing them on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

The auditors have issued an unqualified letter containing their findings and
conclusions in respect of the above continuing connected transactions in
accordance with Rule 14A.56 of the Listing Rules.

In the letter the auditors have confirmed and stated that:

a. nothing has come to their attention that causes them to believe that the
disclosed continuing connected transactions have not been approved by
the Company'’s board of directors.

b.  for transactions involving the provision of goods or services by the
Group, nothing has come to their attention that causes them to believe
that the transactions were not, in all material respects, in accordance
with the pricing policies of the Group.

C. nothing has come to their attention that causes them to believe that the
transactions were not entered into, in all material respects, in accordance
with the relevant agreements governing such transactions.

d. with respect to the aggregate amount of each of the continuing
connected transactions set out above, nothing has come to their
attention that causes them to believe that the disclosed continuing
connected transactions have exceeded the annual cap as approved by
the Company.

A copy of the auditors’ letter has been provided by the Company to The Stock
Exchange of Hong Kong Limited.
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DIRECTORS’ REPORT (CONTINUED)

CONNECTED TRANSACTIONS

During the year ended 31 December 2016, the Group entered into the
following connected transaction which was not exempt from the annual
review and disclosure requirements under Chapter 14A of the Listing Rules.
Details of such connected transaction have been disclosed in compliance with
the requirements under Chapter 14A of the Listing Rules.

Acquisition of the entire equity interest in Weichai Medium
On 26 September 2016, the Company entered into an equity transfer
agreement with Weichai Holdings, pursuant to which the Company has
conditionally agreed to acquire, and Weichai Holdings has conditionally agreed
to sell, the entire equity interest in Weichai Medium for a consideration of
RMB252,860,238.60. The purpose of the acquisition was to strengthen the
Group’s results and consolidate its portfolio with regard to the development,
manufacture and sale of diesel engines. Further, the operations of Weichai
Medium which principally focus on medium-duty diesel engines and parts
could complement the product mix of the Group, which is expected to
improve the Group’s market share and therefore enhance the Group’s
competitiveness and operational results as a whole. The said acquisition was
completed on 1 November 2016 and since then Weichai Medium has become
a wholly-owned subsidiary of the Company and its financial results has been
consolidated into the consolidated financial statements of the Group.

Apart from the continuing connected transactions and connected transaction
disclosed above, all of the related party transactions as set out in Note X to the
financial statements of the Group do not constitute continuing connected
transactions or connected transactions of the Company which are required to
comply with the relevant annual review, disclosure or shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

EMOLUMENT PoLICY

The emolument policy of the employees of the Group is set up by the
remuneration committee of the Company (the “Remuneration Committee”)
on the basis of their merit, qualifications and competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regard to the Group’s operating results,
individual performance and comparable market statistics.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its subsidiaries a party
to any arrangements that enabled the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
OF THE COMPANY

During the year, neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of
association or the laws of the PRC, which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders.

INCOME TAX FOR H SHAREHOLDERS

According to the regulations in the Enterprise Income Tax Law of the People’s
Republic of China, Implementation Regulations on Enterprise Income Tax Law
of People’s Republic of China which came into effect in 2008 and the Notice
of the State Administration of Taxation on Issues Relating to the Withholding
and Remittance of Enterprise Income Tax on Dividends Paid by Chinese
Resident Enterprises to Overseas Non-resident Enterprises which hold H Shares
(Guo Shui Han [2008] No. 897) (KB Bl /E R (P E MIRIMHIRIEE R B
ERFIRE R SRR EMGH A B R R @ &) X H[2008]897
%)) issued by China’s State Administration of Taxation on 6 November 2008
(collectively, the “Tax Law"”), any domestic enterprise of the PRC which pays
dividends to non-resident enterprise shareholders (as defined in the Tax Law)
for the year of 2008 and thereafter shall withhold and remit enterprise income
tax with the payer as withholding agent. After receiving dividends, non-
resident enterprise shareholders may, where applicable, apply for tax refund
pursuant to relevant requirements under tax treaty (arrangement).

In accordance with the Tax Law, the Company is obliged to withhold and remit
enterprise income tax at the rate of 10% on behalf of the non-resident
enterprise holders of H Shares whose names appear on the register of
members for H Shares of the Company on the Record Date when distributing
dividends to them. For holders of H Shares who are registered in the name of
non-natural person registered shareholders (including HKSCC (Nominees)
Limited, other corporate nominees, trustees, or other organisations or groups
which are all treated as “non-resident enterprise” shareholders) on the register
of members for H Shares of the Company on the record date, the Company
will distribute the cash dividends, after withholding for payment of 10%
enterprise income tax.
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DIRECTORS’ REPORT (CONTINUED)

Pursuant to the Notice on the Tax Policies Concerning the Pilot Program of the
Shenzhen-Hong Kong Stock Connect (BN EBREMIERZ H E 5 @
HH A AW R A BA), for mainland corporate investors that
invest in a company via the Shenzhen-Hong Kong Stock Connect, corporate
income tax will be levied according to the law. In particular, for any dividend
to be distributed to resident enterprises in the mainland China which hold H
shares for more than 12 consecutive months, corporate income tax may be
exempted according to the law. Such mainland enterprises shall declare and
pay taxes by themselves in respect of such dividends, which will not be
withheld by such H share company.

According to the Notice of the Ministry of Finance and the State
Administration of Taxation on Certain Policies Regarding Individual Income Tax
(Caishui [1994] No. 20) KEF B #B - I K M5 R AN E APRE WA T I
KEEHBMN) (B F (199415 20%)), foreign individual resident
shareholders are exempt from personal income tax in respect of the dividends
or bonus received from domestic foreign invested enterprises for now. As the
Company is a foreign invested enterprise, for all natural person shareholders
whose names are registered on the register of members for H Shares of the
Company on the Record Date, the Company does not need to withhold
personal income tax. The Company shall obtain latest updates by consulting
relevant tax authorities in the PRC in due course.

In respect of dividends for the H shares of a company invested in by mainland
individual investors on the Hong Kong Stock Exchange through the Shenzhen-
Hong Kong Stock Connect, the H share company shall apply to China
Securities Depository and Clearing Co., Ltd., which will then provide the H
share company with the register of mainland individual investors. The H share
company shall withhold an individual income tax at the rate of 20% on such
dividends.

For dividends received by investors (including enterprise and individual
investors) in the Hong Kong market from investing in A shares listed on the
Shenzhen Stock Exchange, and before Hong Kong Securities Clearing
Company Limited is able to furnish China Securities Depository and Clearing
Co., Ltd. with the identity, holding period and other detailed data of the
investors in the Hong Kong market , the differentiated tax treatment based on
the holding period of shares will not be implemented temporarily. Listed
companies shall withhold income tax at the rate of 10% and make
withholding filings with the relevant tax authorities. For those investors who
are tax residents of other countries and the tax rate applicable to dividends is
lower than 10% under the tax treaty between China and the relevant
countries, such investors may, by themselves or request the withholding agent
to act on their behalf to, apply to the relevant tax authorities in respect of the
listed company for the preferential relevant treatment under the relevant
treaties. Once verified by the relevant tax authorities, the amount being the
difference between the tax withheld and the tax calculated at the rate as
prescribed under the corresponding tax treaty shall be refunded.
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If anyone would like to change the identity of the holders in the register of
members, please enquire about the relevant procedures with the nominees or
trustees. The Company will withhold for payment of the enterprise income tax
for its non-resident enterprise shareholders strictly in accordance with the
relevant laws and requirements of the relevant government departments and
adhere strictly to the information set out in the Company’s register of
members on the record date.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales during the Year attributable to the Group's five largest
customers were less than 30% of the Group's total sales.

The aggregate purchase during the Year attributable to the Group’s five
largest suppliers were less than 30% of the Group's total purchases.

Save as disclosed above, at no time during the Year did a director, a
supervisor, an associate of a director or a shareholder of the Company, which
to the knowledge of the directors, own more than 5% of the Company’s
share capital, have an interest in any of the Group’s five largest suppliers or
customers.

SUBSEQUENT EVENTS

1. On 29 March 2017, the Company’s 2016 profit distribution proposal
was approved by the Company’s 5th Meeting of the Fourth Session of
the Board. The Company proposed a distribution to all shareholders of a
cash dividend of RMB2.50 (including tax) and an issuance of 10 bonus
shares (including tax) for every 10 shares held, based on the total share
capital of 3,998,619,278 shares, without any capitalisation of reserve.
Completion of the proposal is subject to the consideration and approval
by the 2016 Annual General Meeting, the first Class Meeting of the A
Shareholders in 2017 and the first Class Meeting of the H Shareholders
in 2017. Upon completion of implementation of the aforesaid bonus
issue, corresponding amendments shall be made to the articles of
association of the Company, to reflect the change in registered capital
and issued share capital as a result of the bonus issue.

2. In January 2017, the comprehensive facility agreement of KION Group
AG, a subsidiary of the Company, was extended for one year. As such,
the revolving credit facility in the amount of EUR1,150 million under the
agreement will be valid until February 2022.
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DIRECTORS’ REPORT (CONTINUED)

On 4 July 2016, in connection with the acquisition of Dematic, KION
Group AG entered into financing agreements with various banks. Under
the agreements, there were three tranches of bridge loans with different
amounts and maturities, comprising the first tranche in the amount of
EUR343.2 million which will mature in February 2018, the second
tranche in the amount of EUR1,200 million which will mature in
November 2018, and the third tranche in the amount of EUR1,000
million which will mature in November 2021. In February 2017, KION
Group AG conducted a refinancing in the form of coupons in the
amount of EUR958 million for the full repayment of the aforesaid first
tranche of loan and partial repayment of the second tranche of loan,
settling EUR343.2 million and EUR611.8 million respectively. The
coupons issued will be repaid on a one-off basis on the maturity dates,
namely May 2022, April 2024 and April 2027 respectively. Upon
maturity, coupon interest will be paid at fixed or floating rates. Such
coupons are unsecured.

3. On 20 March 2017 (United States time), the Company approved the
entering by Weichai America Corp, a wholly-owned subsidiary of the
Company, into an equity purchase agreement with Power Solutions
International Inc. for the purchase of 2,728,752 ordinary shares and
2,385,624 preferred shares (convertible into 4,771,248 ordinary shares
in the future) of the company, with an expected investment amount of
USD60 million. Upon full conversion of the aforesaid preferred shares
into ordinary shares, the Company will, through Weichai America Corp,
hold shares representing 40.71% of the total issued share capital of
Power Solutions International Inc.. Completion is expected to take place
in March 2017.

ENVIRONMENTAL POLICY AND ITS IMPLEMENTATION

The Group keeps itself updated with and ensures the strict compliance with all
such relevant environmental laws and regulations as applicable in the
respective jurisdictions. Meanwhile, all-rounded and comprehensive internal
management system and rules are in place to ensure the effective
implementation of relevant policies and regulations.

During the year, the Group passed the ISO14001 environmental management
system certification. During the course of production, hazardous and non-
hazardous wastes are also disposed of in a safe and efficient manner, without
polluting the environment. Pollutants so produced are in compliance with
national or local emission standards. The Group has never been included in any
list of highly-polluting enterprises by environmental authorities, nor has it been
penalized by any environmental authorities.
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DIRECTORS’ REPORT (CONTINUED)

COMPLIANCE WITH LAWS AND REGULATIONS

The Group keeps itself updated with and ensures the strict compliance with all

such relevant laws and regulations as applicable in the respective jurisdictions.

During the year, the Group has complied with all applicable relevant laws and

regulations in the respective jurisdictions in all material respects.

MAJOR RELATIONSHIPS INVOLVING THE GROUP

(1)

(2)

(3)

(4)

76

Employees

In compliance with relevant laws and regulations in the respective
jurisdictions, and in strict adherence to the strategy of “People Come
First”, a safe and good working environment and experience as well a
sound system of remuneration and benefits is provided to employees to
attract, retain and motivate the employees. The management team and
staff team of the Group have been stable. During the year, the Group
considered that the relationship with its employees and the turnover rate
were acceptable.

Suppliers

With mergers and reorganisation on a global basis and overseas market
expansion, the Group owns production factories in many nations and
regions and its suppliers are all over the world. Currently, the Group is in
the course of forming its global supply chain system. All major suppliers
have close and long-term relationship with the Group. During the year,
the Group considered that the relationship with suppliers was sound and
stable.

Customers

With the “Objective of customer satisfaction”, the Group steadfastly
believes that “Quality is the most significant duty owed to customers”
and sees quality as a “life-changing” factor for an enterprise. Directed
by the strategic notion of “Directed by policy, sharing of channels and
achieving win-win development”, the Group focuses on enhancing
customer satisfaction and strenuously builds up the Weichai service
brand. During the year, the Group achieved 100% passing rate in all
provincial sample testing and entrusted examination. No significant
incidents of quality safety have occurred. The Group considered that the
relationship with assembling factories and users were sound and stable.

Society

With the notion of “Developing economy and service the community”,
the Group goes beyond its own growth to actively perform its social
responsibilities to contribute to society, spread its positive energy as a
corporation and strives to achieve win-win development vis-a-vis society,
gaining recognition from different sectors of society.
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DIRECTORS’ REPORT (CONTINUED)

AuDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises all
independent non-executive directors of the Company. The chairman of the
Audit Committee is Mr. Wang Gongyong, an independent non-executive
director. Mr. Wang has appropriate professional qualifications or accounting or
related financial management expertise as required under Rule 3.10(2) of the
Listing Rules, for the purpose of this appointment. Throughout the year, the
Audit Committee discharged its responsibilities, reviewed and discussed the
financial results and internal control matters of the Company. In accordance
with the requirements of Appendix 16 to the Listing Rules, the Audit
Committee has reviewed the audited consolidated financial statements for the
Year.

CoMPLIANCE WITH CORPORATE GOVERNANCE CODE
IN APPENDIX 14 TO THE LISTING RULES

During the Year, other than the roles of the Chairman and the Chief Executive
Officer being performed by Mr. Tan Xuguang (“Mr. Tan") and directors not
being able to attend all annual general meeting and extraordinary general
meetings due to other important work-related affairs, the Company has
complied with all the code provisions of the Corporate Governance Code as
set out in Appendix 14 to the Listing Rules.

Mr. Tan is in charge of the overall management of the Company. The
Company considers that the combination of the roles of the Chairman and the
Chief Executive Officer can promote the efficient formulation and
implementation of the Company'’s strategies which will enable the Group to
grasp business opportunities efficiently and promptly. The Company considers
that through the supervision of its board and its independent non-executive
directors, there is adequate balance of power and authority in place.

COMPLIANCE WITH THE MoDeEL CODE

During the Year, the Company adopted a code of conduct regarding securities
transactions by directors on terms no less than the required standard set out in
the Model Code. Having made specific enquiry of all directors, the directors
have confirmed that they have complied with the required standard set out in
the Model Code during the Year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the directors of the Company, the Company has maintained
the prescribed public float under the Listing Rules as at the date of this report.
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DIRECTORS’ REPORT (CONTINUED)

AUDITORS

The Company appointed Ernst & Young Hua Ming LLP (% 7k 3£ BA & 51 A 5
BT (R 3@ A {K)) as the Company’s only auditors with effect from 18
May 2011 for its accounts prepared under PRC accounting principles and
2K A& EHAD = R A
(BB E @A 1K) will retire and a resolution for their reappointment as
auditors of the Company for the year of 2017 will be proposed at the
forthcoming annual general meeting.

financial regulations. Ernst & Young Hua Ming LLP (

APPROVAL OF THE FINANCIAL STATEMENTS

The audited consolidated financial statements for the year were approved by
the Board on 29 March 2017.

PUBLICATION OF THE ANNUAL REPORT ON THE
WEBSITES OF THE HONG KONG STOCK EXCHANGE
AND THE COMPANY

The 2016 annual report will be despatched to the shareholders as well as
made available on the Hong Kong Stock Exchange’s website at
www.hkexnews.hk and the Company’s website at www.weichaipower.com in
due course.

On behalf of the Board

Tan Xuguang
Chairman and Chief Executive Officer

Hong Kong
29 March 2017
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SUPERVISORY COMMITTEE'S REPORT

Dear Shareholders,

In 2016, in accordance with relevant requirements including the Company
Law, the Articles of Association of the Company and the Rules of Procedure of
the Supervisory Committee, in compliance with the principle of integrity, all
members of the Supervisory Committee of Weichai Power Co., Ltd. (the
“Company”) (the “Supervisory Committee”) performed their duties of
supervision by exercising effective supervision and examination, in a lawful
manner, of the Company’s procedures of making operational decisions, its
state of operation, its financial conditions and its acquisition and disposal of
assets and material connected transactions, thereby providing strong support
to the Company’s regulated operations and healthy development, and
protecting the legitimate interests of the Company and its investors.

I. DETAILS OF CONVENING MEETINGS OF THE
SUPERVISORY COMMITTEE

In this year, the Company held four meetings of the Supervisory
Committee.

1. On 30 March 2016, the third meeting of the fourth session of the
Supervisory Committee was convened, during which the
Supervisory Committee considered and approved the full text and
summary of the 2015 annual report of the Company, the work
report of the Supervisory Committee for 2015, the financial report
and auditors’ report for 2015, the final financial report for 2015,
the financial budget report 2016, profit distribution proposal for
2015, the re-appointment of Ernst & Young Hua Ming LLP as the
Company'’s auditors for the year 2016, the re-appointment of
Shandong Hexin Accountants LLP as the internal control auditors
of the Company for the year 2016, the internal control self-
evaluation report for 2015 and the internal audit report for 2015.

2. On 29 April 2016, the first provisional meeting of the Supervisory
Committee of the Company in 2016 was convened, during which
the Supervisory Committee considered and approved the 2016
first quarterly report of the Company. The contents of the report
gave a true, accurate and complete view of the actual situation of
the listed company and do not contain false statements,
misleading representations or material omissions.
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3. On 30 August 2016, the fourth meeting of the fourth session of 20168 HA30R AR AMMEM
the Supervisory Committee of the Company was convened, during REZEg SHFZABT A
which the Supervisory Committee considered and approved the WEFFFEREEXEBE -
full text and summary of the 2016 interim report of the Company NAIE 20165 2 B R H o B &9
as well as the implementation of the 2016 interim profit FER - YFERERNREET &
distribution proposal by the Company. The contents of the interim BB T FTARNE
report gave a true, accurate and complete view of the actual WIS AN FREERNEBRLE - =
situation of the listed company and do not contain false BHRMiEZTERNER-
statements, misleading representations or material omissions.

4. On 27 October 2016, the second provisional meeting of the 201610 A27H - A A & F2016
Supervisory Committee of the Company in 2016 was convened, FE_ABREETT @XESH
during which the Supervisory Committee considered and approved BB T ARM016F FE =FF R
the 2016 third quarterly report of the Company. The contents of Lo WRERNDTEET EfE TEM
the report gave a true, accurate and complete view of the actual RET ETRAMNERBR T
situation of the listed company and do not contain false FEEMNERLSH  RE MK
statements, misleading representations or material omissions. HEEKRER
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SUPERVISED MATTERS OF THE COMPANY IN THE =
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REPORTING PERIOD

1.

WEICHAI PowER Co., LTD.

Compliance of the Company’s operations with legal
requirements

During the reporting period, pursuant to the laws and regulations
of the PRC and the Articles of Association of the Company, the
Supervisory Committee duly supervised the convening procedures
and resolutions of general meetings of Shareholders and meetings
of the Board, the Board’s execution of resolutions approved at
general meetings of shareholders, the performance of duties by
the senior management of the Company. The Supervisory
Committee is of the view that the Board and the senior
management of the Company performed their duties with
integrity and diligence, made decisions in a scientific approach,
maintained sound production and operation. The Supervisory
Committee was not aware of any action which would result in a
breach of laws or regulations or the Articles of Association of the
Company or would damage the interests of the Company and
investors in the Company.
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SUPERVISORY COMMITTEE'S REPORT (CONTINUED)

Financial position of the Company

During the reporting period, the Supervisory Committee further
enhanced its internal control, especially the examination of the
financial system. The Company has established a sound system on
external investment, asset transfer and connected transactions,
etc. In its operation, the Company observed the relevant laws and
regulations of the PRC and the relevant provisions of the China
Securities Regulatory Commission. On the control of the
movement of funds and administrative expenses, the Company
strictly controlled on each grade which ensured the normal
operation of the Company and avoided financial risk.

The Supervisory Committee was of the view that the procedures
adopted by the Board in preparing and considering the annual
financial report of the Company are in compliance with the laws,
administrative regulations and stipulations of the China Securities
Regulatory Commission. The contents of the report gave a true,
accurate and complete view of the actual situation of the listed
company and do not contain false statements, misleading
representations or material omissions.

There was no use of proceeds this year.

Acquisition and disposal of assets of the Company
During the reporting period, the Company’s acquisitions and
disposals of assets were conducted in such a way where the
approval procedures were lawful, at reasonable considerations,
and under effective decision-making, benefiting the integration of
resources of the Company and aligning with the Company’s
development strategies. No insider dealing or other actions which
would damage the interests of the shareholders or cause any asset
loss occurred or emerged.

Material connected transactions

During the reporting period, the connected transactions of the
Company were conducted under the principle of fairness and the
procedures of the transactions were in compliance with laws and
regulations. The Supervisory Committee is not aware of any action
which would damage the interests of the Company and the
shareholders.

The Supervisory Committee has no disagreement on the matters
supervised during the reporting period.
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CORPORATE GOVERNANCE REPORT

The Company has always regarded the consistent maintenance of an excellent,
solid and reasonable corporate governance structure as its top priority.

CORPORATE GOVERNANCE CODE

For the year ended 31 December 2016, the Company has reviewed its
corporate governance documents and is of the view that the Company has
fully complied with the code provisions of the Corporate Governance Code
(the "Corporate Governance Code”) set out in the Appendix 14 to the Listing
Rules other than Code A.2.1, which requires that the roles of chairman and
chief executive officer should be two separate roles and should not be
performed by the same individual, and that certain directors of the Company
did not attend all of the Company’s annual general meeting and extraordinary
general meeting, in 2016 as required under code provisions A.6.7 and E.1.2 of
the Corporate Governance Code due to other important work-related affairs.
Currently, Mr. Tan Xuguang (“Mr. Tan") serves as the Chairman as well as the
Chief Executive Officer of the Company. Despite such deviation, the directors
believe that the combination of the roles of the Chairman and the Chief
Executive Officer can promote the efficient formulation and implementation of
the Company’s strategies which will enable the Group to grasp business
opportunities efficiently and promptly. The Company considers that through
the supervision of its board and its independent non-executive directors, there
is adequate balance of power and authority in place.

The directors believe that the Articles of Association, the scope of
responsibilities of the Audit Committee, the scope of responsibilities of the
Supervisory Committee and the codes on securities dealings by directors and
certain executives, which constitute the basis for the regular codes on
corporate governance of the Company, have covered the principles and the
code provisions of the Corporate Governance Code. In respect of the following
areas, our internal corporate governance documents are more stringent than
the Corporate Governance Code:

1. In addition to the Audit Committee, Remuneration Committee and
Nomination Committee, the Company has also established the Strategic
Development and Investment Committee (the “SDIC").

2. All members of the Audit Committee are Independent Non-executive
Directors, of whom Mr. Wang Gongyong, the Chairman of the
committee, holds the relevant professional qualification or professional
knowledge related to accounting or financial management.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

BOARD OF DIRECTORS

The key responsibilities of the Board include, among other things, formulating
the Company’s overall strategies, setting management targets, regulating
internal controls and financial management, and supervising the
management’s performance, while the day-to-day operations and
management are delegated by the Board to the executives of the Company.

The Board currently comprises 11 directors, whose details are set out on pages
29 to 33 of this annual report. The Board currently includes four executive
directors, three non-executive directors and four independent non-executive
directors, namely, Mr. Tan Xuguang (Chairman and CEO), Mr. Zhang Quan,
Mr. Xu Xinyu and Mr. Sun Shaojun (Executive Directors), Mr. Wang Yuepu, Mr.
Jiang Kui and Mr. Gordon Riske (Non-executive Directors), Mr. Loh Yih, Mr.
Zhang Zhong, Mr. Wang Gongyong and Mr. Ning Xiangdong (Independent
Non-executive Directors).

The Company has formulated and implemented a “Diversity Policy regarding
Members of the Board of Directors” to support the attainment of strategic
goals and the needs for sustainable development. The composition of the
Board of Directors will be based on a range of diversity elements, including but
not limited to gender, age, cultural and educational background, race,
professional experience, skills, knowledge and length of service. Final decisions
will be made based upon the merits of the individuals and his or her
contributions to be made to the Board of Directors.

The Company has received from each of the independent non-executive
directors an annual confirmation of his independence pursuant to Rule 3.13 of
the Listing Rules and considers each of the independent non-executive
directors to be independent.

The Board has notified each of the directors and supervisors in advance that
they should not trade in the securities of the Company within the period as
stipulated under the Listing Rules. All directors and supervisors confirmed that
they were in compliance with the Listing Rules in this respect.

Other than their working relationships with the Company, none of the
directors, supervisors or the senior management has any financial, business or
family relationship or any relationship in other material aspects with each
other.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Other than the service contracts entered into by them or as otherwise disclosed
in this annual report, none of the directors or the supervisors has any personal
and substantive interest, direct or indirect, in the material contracts entered
into by the Company or any of its subsidiaries during 2016.

Each of the executive directors, non-executive directors and independent non-
executive directors was appointed for a term from 30 June 2015 to the
conclusion of the annual general meeting of the Company for the year ending
31 December 2017.

The Company attached great importance to the continuous professional
development of the directors and paid close attention to and actively
organized relevant trainings for the directors. Each of the directors of the
Company actively participated in various special trainings in respect to
corporate governance and directors’ responsibilities in full compliance with
Code A.6.5 of Corporate Governance Code as set out in Appendix 14 to the
Hong Kong Listing Rules and regulatory requirements of the PRC.

In 2016, the Board reviewed and revised, where necessary, the corporate
governance policies and practice of the Company, reviewed and supervised the
training and continuing professional development attended by the directors
and senior management, reviewed and supervised the Company’s policies and
practice in its compliance with laws and regulations, reviewed and supervised
the code of conduct of employees and directors, and reviewed the Company’s
compliance with the Corporate Governance Code.

In 2016, the Company held 12 Board meetings. The principal activities of the
Board in 2016 were as follows:

o Review of the annual and interim results of the Company;
o Review of the auditors’ report, internal control audit report, final
financial report, financial budget report and corporate social

responsibilities report of the Company;

. Review of the annual profit distribution, interim dividend and the 2015
final dividend distribution proposal;

o Consideration and approval of connected transactions;
o Consideration and approval of the Company’s banking facilities;
o Consideration and approval of the amendments to the terms of

reference of the audit committee of the Board;

o Consideration and approval of the provision of financial guarantee to
subsidiaries;
o Consideration and approval of the additional issue of shares, external

investment and acquisition of equity interest by subsidiaries;
o Consideration and approval of the acquisition of wholly-owned

subsidiaries by way of absorption.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

The total remuneration of the directors in 2016, including the basic salary,
performance-linked salary, incentive salary and discretionary bonus, amounted
to approximately RMB6.9 million. Independent non-executive directors were
only entitled to receive director’s fees but not other salary or remuneration. For
details of the remuneration of directors, please refer to Note V.29 to the
financial statements of the Company.

AupiT COMMITTEE
An Audit Committee has been established by the Board.

The Audit Committee is principally responsible for supervising the Company’s
internal audit system and its implementation, reviewing the Company’s
financial controls, risk management and internal control policies and systems
as well as material connected transactions and proposing the engagement or
removal of external auditor. It is also responsible for the communications
between the internal auditor and the external auditor as well as review of
financial information of the Company and the disclosure thereof.

The Audit Committee comprises all the independent non-executive directors,
currently including Mr. Loh Yih, Mr. Zhang Zhong, Mr. Wang Gongyong and
Mr. Ning Xiangdong. As Mr. Wang Gongyong has the appropriate professional
qualifications and experience in financial matters, he acts as the chairman of
the Audit Committee. The terms of reference of the Audit Committee are
aligned with the recommendations set out in “A Guide for Effective Audit
Committees” issued by the Hong Kong Institute of Certified Public
Accountants.

The Audit Committee held six meetings during the reporting period. Details of
the attendance are set out on page 88 of this annual report.

The major work accomplished by the Audit Committee during the year are as
follows:

o Review of the annual, interim financial statements of the Group, as well
as the management recommendations furnished by the external auditors
and responses from the Company’s management;

o Review of the accounting policies and practices adopted by the Group
and related matters;

o Formulating independent directors’ opinions on connected transactions,
external guarantee and internal control self-evaluation report;

o Assist the Board to monitor the Group'’s financial control, internal audit
and risk management evaluation;

o Determine the remuneration of external audit service provider.
Throughout the period under review, the Audit Committee discharged its

responsibilities, reviewed and discussed the financial results, financial control,
and internal control and risk management system of the Group.
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In accordance with the requirements of Appendix 16 to the Listing Rules, the
Audit Committee has reviewed the financial statements for the year ended 31
December 2016.

The auditors of the Company have audited the financial statements and have
issued an unqualified auditors’ report.

STRATEGIC DEVELOPMENT AND INVESTMENT
COMMITTEE

The Strategic Development and Investment Committee (“SDIC”) has been
established by the Board.

The SDIC is principally responsible for examining and reviewing the Company’s
strategic plans, monitoring the implementation of strategic planning, and
facilitating timely adjustments to the Company’s strategies and governance
structure.

The SDIC currently comprises Mr. Tan Xuguang (Chairman of the Board and of
the SDIC), Mr. Wang Yuepu, Mr. Zhang Quan, Mr. Xu Xinyu and Mr. Sun
Shaojun

REMUNERATION COMMITTEE

A Remuneration Committee has been established by the Board.

The Remuneration Committee is responsible for the recommendation to the
Board of the remuneration packages and terms of employment of directors,
supervisors and senior management of the Company. The Committee also
determines the relevant remuneration policy for directors, supervisors and
senior management of the Company and matters relating to their participation
in incentive schemes operated by the Company.

During the reporting period, the Remuneration Committee of the Company
held one meeting. The first meeting of the Remuneration Committee of the
Company in 2016 was convened on 24 March 2016, during which the matters
regarding the operation incentives for senior management and core members
of the Company for year 2015 were reviewed. Mr. Tan Xuguang, Mr. Zhang
Zhong and Mr. Loh Yih, all being directors, attended this meeting of the
Remuneration Committee.

The Remuneration Committee currently comprises one executive director and
two independent non-executive directors, being Mr. Zhang Zhong (chairman
of the Remuneration Committee), Mr. Tan Xuguang and Mr. Loh Yih.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

NOMINATION COMMITTEE

A Nomination Committee has been established by the Board.

During the reporting period, the Nomination Committee of the Company did
not hold any meeting.

The Nomination Committee currently comprises two independent non-
executive directors and one executive director, including Mr. Zhang Zhong
(chairman of the Nomination Committee), Mr. Xu Xinyu and Mr. Wang
Gongyong. The meetings of the Nomination Committee were arranged and
held on an as-needed basis. The Nomination Committee will identify qualified
candidates to fill the Board’s membership whenever such vacancy arises. It will
also nominate such candidates for the Board to consider, regularly review the
composition of the Board and make suggestions as to any change in the
membership of the Board that may be required.

SUPERVISORY COMMITTEE

The Supervisory Committee consists of three members, with one Supervisor
being elected from the staff as a representative of employees and the other
two elected by the shareholders of the Company. The Supervisory Committee
is responsible for supervision of the Board and its members and the senior
management of the Company, so as to prevent them from abusing their
authorities and infringing the interests of the Company, its shareholders and
staff. The size and composition of the Supervisory Committee are in
compliance with the requirements of the relevant laws and regulations of the
PRC. The Supervisory Committee held four meetings during the year to carry
out its supervision on behalf of the shareholders in respect of the Company’s
financial matters and the lawfulness and compliance in respect of the
discharge of duties by the directors and senior management of the Company.
The members of the Supervisory Committee attended all Board meetings and
general meetings of the Company and diligently performed their supervisory
duties.

PHREBGHRS (1&)

REAZEGNREBMER _RBIUFNTE
ER—R2UTEFT BRRLALEREBEZE
TR BRHFIEEERTIEBRE-RBREZ
BEgedbIsEeamL BT -BEES
EHREZR REZESREVERERA
BEMER ZZBEEeNERBABHES
TR LTEHRISEZTENHEG AFZ

BRETMEFEXRBESHREHEZR -
REE

EEgm-2RKEAK Efh—REEMRE
TERERREREKR RIIMBAHARRA
BFREH EEgREEBEEERANKE
ARARABSBREERE I EEBBE-
REARF ERRREINEZ EEE
MABRAEGNEBERTBRZREZROR
T EFENFRAGRTOHAER AKX
BREARNABDUBEEREETMARAFA SR
EREENTRERTAZAREBREZRENTE
B-EFEENNBEIRFMEESTEERMN
EREFARRBRRAG IEBETEEE
BE -

ANNUAL REPORT 2016 £E#R 87



CORPORATE GOVERNANCE REPORT (CONTINUED)

Attendances at meetings of the Board, Supervisory Committee and special
committees (attendance in person/number of meetings) during the year are as

EREIGHRS

FR-BFE

(%&)

EFERENZBEEEEN

HEEHHRERE EZREMT:

follows:
General Supervisory Audit
Meeting Board Committee Committee

Name ®E TN Esg EEZg ERZES
Executive Directors HiITES
Tan Xuguang EER 1112
Zhang Quan K R 12/12
Xu Xinyu B¥E 12 11/120
Sun Shaojun BALE 112 10/12@
Li Dakai FARAMR-_E—LF

(resigned on 29 March 2017) ZAZ+TNBEE) 12/12
Non-executive Directors FHTES
Wang Yuepu THE 117120
Jiang Kui I =E 172 10/12@
Gordon Riske Gordon Riske 10/12@
Independent Non-executive Directors BIFHTES
Loh Yih E ® 12112 6/6
Zhang Zhong & A 12/12 6/6
Wang Gongyong TEB 112 11/120 6/6
Ning Xiangdong AR 112 11/120 6/6
Zhang Zhenhua RIRER-ZZT—LF

(resigned on 29 March 2017) ZAZ+ThBEE 12 12/12 6/6
Supervisors Ex
Lu Wenwu B YR 2/2 4/4
Jiang Jianfang BEE 12 3/4
Ma Changhai 58S 12 4/4

According to the requirements under Code I(d) of the Corporate Governance RE(EEERTADZEIDBGRE BRES

Code, the attendance of alternate directors shall not be included in the

attendance of the relevant directors.

Notes:

(1) In addition, the director or supervisor also appointed another director or supervisor as
his representative to attend and vote at one meeting of the board or meeting of the
supervisory committee on his behalf.

2) In addition, the director also appointed another director as his representative to attend
and vote at two meetings of the board on his behalf.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

GENERAL MEETING AND INVESTOR RELATIONS

The shareholders’ meeting is the highest authority of the Company, providing
an opportunity for direct communications and building a sound relationship

between the Board and the shareholders of the Company. Therefore, the
Company places great attention to such meetings. In 2016, the Company
convened two general meetings. Matters reviewed and approved at the said
meetings include the following:

I.

ANNUAL GENERAL MEETING HELD ON 7 JUNE
2016

Ordinary resolutions:

1.

To consider and approve the Annual Report of the Company for
the year ended 31 December 2015

To consider and approve the Report of the Board of Directors of
the Company for the year ended 31 December 2015

To consider and approve the Report of the Supervisory Committee
of the Company for the year ended 31 December 2015

To consider and receive the audited financial statements of the
Company and the Auditors’ Report for the year ended 31
December 2015

To consider and approve the BA# R & 3R (final financial report)
of the Company for the year ended 31 December 2015

To consider and approve the Bf#&TEEMRE (financial budget
report) of the Company for the year ending 31 December 2016

To consider and approve the re-appointment of Ernst & Young
Hua Ming LLP (ZKIERHGTRIEGT (BFALRAR)) as the
auditors of the Company for the year ending 31 December 2016
and to authorise the Directors to determine their remuneration

To consider and approve the re-appointment of | M{Z& 51D
5T (B E @A E) (Shandong Hexin Accountants LLP) as the
internal control auditors of the Company for the year ending 31
December 2016

To consider and approve the granting of a mandate to the Board
of Directors for payment of interim dividend (if any) to the
shareholders of the Company for the year ending 31 December
2016
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90

10. To consider and approve the distribution of profit to the
shareholders of the Company for the year ended 31 December
2015

11. To consider and approve the amendments to the terms of
reference of the Audit Committee

12.  To consider and approve the connected transaction between the
Company and L TR2#M A AR 2 (Shantui Engineering
Machinery Co. Ltd.)

13.  To consider and approve the connected transactions between the
Company and Shandong Heavy Industry Group Finance Co., Ltd.

Special resolution:

14. To consider and approve the granting of a general mandate to the
Board of Directors to issue new Shares

WEICHAI POWER Co., LTD. HLahhiRMNBERLAD

PHREBCHRS (&)

EZRBLEBRRAR_FT-—AF
ERE DR #E R

BRI EERETCERS N K
MERRAEFEEKRZEST
1E 4 AR 8 =

ERRMERN AR ELETRE
BRBENDERABDEBEIZNE
=

EZNHERR AR RLRET
SEVBERABBEIZINER

BRIRER:

14.

ERLBEERETESFE R
MEREEEHBROZSR



CORPORATE GOVERNANCE REPORT (CONTINUED) TESBHRE (B)

II. EXTRAORDINARY GENERAL MEETING HELD on 31 - RZ-ZFB—R"F+H=1+—HB=Z
0cTOBER 2016 TZRREFAAS
Ordinary resolutions: BRER:
1. To consider and approve the investment and acquisition by an FBa R EBERE I F AT
overseas subsidiary. ?’L BERENER
2. To consider and approve the connected transactions for the ER LI EBRREREREERA
provision of general services and labour services by Weichai Group BRAR KBS QR [A
Holdings Limited (and its associates) to the Company (and its AREMBRARREHREERE R
subsidiaries). BHEREEBEIINESR
3. To consider and approve the connected transactions for the supply ERRBLERNARERSE @ 7ﬁ_
and/or connection of utilities by Weichai Group Holdings Limited PR A ) Ko E M S (RE B ) A A
(and its associates) to the Company (and its subsidiaries). A & BB A AR £ B A R 7_1'% Fﬁ
BMRXHHHER
4. To consider and approve the connected transactions for the EELHERRCARERB R
purchase of diesel engine parts and components, gas, scrap ARAEREEREERRATRLA
metals, materials, diesel engines and related products and M E(REEE) R AR ST R
processing services by the Company (and its subsidiaries) from " ERARESBSE R %
Weichai Group Holdings Limited (and its associates). M N AR B8 E &bl T AR 75 B8 B
RHMFER
5. To consider and approve the connected transactions for the sale EELHAEBRCARERB R
of diesel engines, diesel engine parts and components, materials, AR EREEAR AT KA
semi-finished products and related products and provision of B 8 (f28 Bt ) 2% ) 3 5 S0 i - S0
processing services by the Company (and its subsidiaries) to T R K m kAR
Weichai Group Holdings Limited (and its associates). EmMBEENIIRBERE SN
S
6. To consider and approve the connected transactions for the BEERBEMRARARENB R
purchase of diesel engine parts and components, materials, steel AMALERRNDER AR RE
and scrap metal, diesel engines and related products and MEARRBREETIMF R
processing and labour services by the Company (and its MR B RESRE AR
subsidiaries) from Weichai Heavy-duty Machinery Co., Ltd. (and its BREER- - ST REH
subsidiaries). VEE £
7.  To consider and approve the grant of the guarantee by the ERLLEBAR AR REIINEE

Company to an overseas wholly-owned subsidiary.

ARIBMEREERNESR
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SHAREHOLDERS' RIGHTS

Shareholders of the Company holding more than 10% of the shares of the
Company either individually or collectively requesting the convening of an
extraordinary general meeting or a class meeting shall proceed in accordance
with the procedures set forth in Article 104 of the Company’s articles of
association.

Pursuant to Article 76 of the Articles of Association of the Company,
shareholders of the Company who hold, individually or collectively, more than
3% of the Company’s shares shall have the right to propose a motion to the
Company for consideration at the general meeting of the Company.
Shareholders who hold, individually or collectively, more than 3% of the
Company’s shares may propose a provisional motion in writing to the Board of
Directors 16 days prior to the general meeting. Within two days upon the
receipt of the proposed motion, the Board of Directors shall issue a
supplementary notice of the general meeting to announce the content of the
provisional motion.

Shareholders of the Company are welcome to send their enquiries to the
Board via our Securities Department, details of which are set out in the section
headed “Corporate Information” in this annual report.

PROCEDURES FOR SHAREHOLDERS TO PROPOSE
CANDIDATES FOR ELECTION AS A DIRECTOR

Pursuant to the requirement of the articles of association of the Company, any
shareholder who, by itself or jointly, holding shares representing more than
3% of the voting rights of the Company for 180 days or more consecutively
shall have the right to nominate candidates for director, the number of
directors in each nomination shall not exceed one-fifth of the total number of
directors and the total number of nominees. The number of shares directly or
indirectly held by each shareholder cannot be further subdivided in order to
propose a motion by himself or jointly with other persons.

The period for service of notices in writing by shareholders to the Company of
the intention to propose a candidate for election as a director in accordance
with the articles of association of the Company and of such candidate’s
consent to be elected shall be at least 7 days, which shall commence from the
day after the despatch of the notice convening the general meeting for the
election of directors and shall end on the date which is 16 days prior to the
date of such general meeting.
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INTERNAL CONTROL AND MANAGEMENT

The Board recognises its responsibility for maintaining an adequate system of
internal control to safeguard the Group’s assets and shareholders’ interests.

Internal control, including a defined management structure with limits of
authority, is designed to help achieve business objectives, safeguard assets
against unauthorised use, maintain proper accounting records for the provision
of reliable financial information for internal use or for publication. The purpose
of such system is to provide reasonable, but not absolute, assurance against
material mis-statement or loss, and to manage, rather than eliminate, risks of
failure in operational systems and achievement of the Group’s objectives.

The Company has an internal audit function. The management maintains and
monitors the system of controls on an ongoing basis. The Audit Committee,
which was delegated by the Board, reviews the Group's risk management and
internal control policies and system at least once a year.

During the year, based on the evaluations made by the management, the
Audit Committee reviewed and was satisfied that nothing had come to its
attention to cause the Audit Committee to believe that the system of risk
management and internal control covering financial, operational, compliance
and all other material controls of the Group was inadequate, and there is an
ongoing process to identify, evaluate and manage significant risks faced by the
Group. The Audit Committee considered that the risk management and
internal control system of the Group is effective and adequate.

COMPLIANCE WITH THE MoDeEL CODE

During the year, the Company adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required standard
set out in the Model Code for Securities Transaction by Directors of Listed
Issuers as set out in Appendix 10 to the Listing Rules (the “Model Code”).
Having made specific enquiry of all directors, the directors have confirmed that
they have complied with the required standard set out in the Model Code for
the year.
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DIRECTORS’ RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The directors aim to present the financial statements of the Group in
accordance with the statutory requirements and applicable accounting
standards. The directors ensure that financial statements of the Group are
issued in a timely manner so that the final and interim results of the Group are
announced within the periods of three months and two months, respectively,
after the end of the relevant periods prescribed under the Listing Rules.

The financial statements of the Group for the year ended 31 December 2016
have been reviewed by the Audit Committee and audited by the external
auditors, Ernst & Young Hua Ming LLP. The directors acknowledge their
responsibilities for preparing the financial statements of the Group and
presenting a balanced, clear and comprehensive assessment of the Group's
performance and prospects. They are not aware of any material uncertainties
relating to events or conditions that may cast doubt upon the ability of the
Company to continue as a going concern. The statement of the Auditors about
their reporting responsibilities on the financial statements is set out in the
Independent Auditor’s Report.

AUDITORS’ REMUNERATION

The Company has engaged Ernst & Young Hua Ming LLP as auditors of the
Company. For the year ended 31 December 2016, an amount of RMB12.6
million was paid/payable to Ernst & Young Hua Ming LLP for their audit
service.
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To the shareholders of Weichai Power Co., Ltd.

(I) OPINION

We have audited the financial statements of Weichai Power Co., Ltd.
(the “Company”), which comprise the consolidated and the Company’s
balance sheets as at 31 December 2016, and the consolidated and the
Company’s income statements, the consolidated and the Company’s
statements of changes in shareholders’ equity and the consolidated and
the Company’s statements of cash flows for the year then ended, and
notes to the financial statements.

In our opinion, the accompanying financial statements present fairly,
in all material respects, the consolidated and the Company’s financial
position as at 31 December 2016, and the consolidated and the
Company’s financial performance and cash flows for the year then
ended in accordance with Accounting Standards for Business Enterprises
("ASBEs").

(II)BASIS FOR OPINION

We conducted our audit in accordance with China Standards on Auditing
(“CSAs"). Our responsibilities under those standards are further described
in the Auditor’s responsibilities for the audit of the financial statements
section of our report. We are independent of the Company in accordance
with China Code of Ethics for Certified Public Accountants (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

(III) KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the financial statements of
the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the
matter is provided in that context.
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We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the financial statements section of
our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the financial
statements. The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our audit

opinion on the accompanying financial statements.

Key audit matter

RARETEE

Bad debt provision for accounts receivable
FEM AR I AR

As at 31 December 2016, the gross carrying amount of
accounts receivable in the consolidated financial statements
was RMB12,480,250,939.76, and the gross bad debt provision
amounted to RMB1,144,057,968.02. Receivables which
are individually significant and receivables which are not
individually significant but there is objective evidence Indicating
impairment are individually assessed by the management for
impairment. Bad debt provision is made based on the shortfall
of the present value of future cash flow as compared to its
carrying amount. Other than receivables for which provision for
bad debts has been recognized individually, provision for bad
debt is recognized by group based on the actual loss rate of
identical or similar group in prior year or with similar distinctive
credit risk characteristics, taking into account the current
situation. Calculation of the recoverable amount of accounts
receivable requires judgments and estimate to be made by the
management.

Disclosures of accounts receivable and bad debt provision are
set out in Note Ill.10 and Note V.4 to the financial statements.

M2016F 12 A31H + & OB 15 3R & § FE UK BR X AR E #4588
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How our audit addressed the key audit matter

ZEREFTPROMEY

Our procedures in relation to this as part of our audit
included:

For accounts receivable which are individually significant, we
reviewed, on a sampling basis, the bases upon which the
recoverable amounts were arrived at by the management,
including the management’s assessment of the credit risks
of customers taking into account the business operation of
the respective customers, market conditions and historical
repayment etc;

For receivables for which provision for bad debt is recognized
by group with similar distinctive credit risk characteristics,
we reviewed the management’s determination of the
group with similar distinctive credit risk characteristics and
reviewed, on a sampling basis, key information including the
age of the receivables and number of overdue days.

We examined the calculation made by the management in
arriving at the bad debt provision for receivables.
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How our audit addressed the key audit matter

RARETER

Inventory provision

FEREERE

As at 31 December 2016, the gross carrying amount of
inventories in the consolidated financial statements was
RMB16,756,987,771.58, and the gross bad debt provision
amounted to RMB666,330,945.51. At the balance sheet
date, inventories are measured at the lower of cost and net
realizable value. The management’s judgments and estimates
are required for determining the inventory provision on the
basis of clear evidence and taking into account the purpose
of holding the inventories, effect of subsequent events and
other factors. The difference between the actual outcome and
original estimate will affect the carrying amount of inventories
during the estimated revision period.

Disclosures of provision for decline in value of inventories are
set out in Note Ill.11 and Note V.9 to the financial statements.
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ZEREETTHRNAES

Our procedures in relation to this as part of our audit
included:

We checked the age and turnover of inventories;

We checked the approach adopted by the management in
assessing inventory provision;

We compared the net realizable value, which were
determined as the selling price net of sales rebate, cost
estimated to be incurred up to completion, estimated selling
expenses and tax, to the carrying cost to identify the higher

one;

We examined the calculation made by the management in
arriving at the inventory provision.
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Key audit matter

BRETER

B
EI'E
H
0F
Bor

ZKEH(2017)F F560729920_B015%

How our audit addressed the key audit matter

ZEREFPROMEY

Assessment for impairment of goodwill and trademark rights with an indefinite useful life

R R S NEE B R AR E R

As at 31 December 2016, the gross carrying amount of
goodwill in the consolidated financial statements was
RMB23,037,674,856.10, and the gross amount of trademark
rights with an indefinite useful life was RMB7,257,195,408.80.
Goodwill and intangible assets with an indefinite useful life
shall be tested for impairment every year, irrespective of
whether there is any indication that the asset may be impaired.
The test for impairment of goodwill and trademark rights with
an indefinite useful life involves complicated procedures and
the management'’s selection and adoption of key parameters
including estimation of future market and economic conditions,
discount rate, long-term average growth rate etc.

Disclosures of assessment for impairment of goodwill and
trademark rights with an indefinite useful life are set out in
Note I1.18 and III.19 and Note V.20 to the financial statements.
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Our procedures in relation to this as part of our audit
included:

We examined the management'’s forecast of future cashflow
and its calculation of the present value of future cashflow;

We took into account the actual operation of the asset
groups or sets of asset groups and market analysis to review
cashflow forecast;

We engaged valuation specialists for assisting in the review
of valuation approaches, models and key parameters;

We checked the disclosures of assessment for impairment of

goodwill and trademark rights with an indefinite useful life
in the financial statements.
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How our audit addressed the key audit matter

ZEREFPROMEY

Business of leasing of forklift trucks

XEBEHEEER

Leasing of forklift trucks is a principal business segment of
KION GROUP AG, a subsidiary of Weichai Power Co., Ltd. The
forklift trucks leasing business of KION GROUP AG primarily
include 3 categories: direct leasing, sale and leaseback sub-
leases and sale with risk. The categorization of leasing business
and the recognition of revenue from the business of sale with
risk involves judgments. The accounting treatment becomes
complicated for the various categories of leasing business.

For policies on forklift trucks leasing business, please refer to
Note IIl.15 to the financial statements. For disclosures of forklift
trucks leasing business, please refer to Notes V.13, 16 and 38
and Note XIV.
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Our procedures in relation to this as part of our audit
included:

For the workflow of forklift trucks leasing business, we
understood and tested the internal control processes,
including the engagement of information technology
specialists for testing the internal control of the system of
forklift trucks leasing business;

We performed test of details on a sampling basis, including
the examination of whether the relevant data available from
the system of forklift trucks leasing business agreed to the
original invoices, evaluated the judgments made by the
management on the categorization of leases, re-calculated
the booked amounts of relevant assets and liabilities etc.;

We performed confirmation procedures as well as cut-off
procedures.
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OTHER INFORMATION

The management of the Company is responsible for the other
information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s
report thereon.

Our opinion on the financial statements does not cover the other
information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the financial statements, our responsibility
is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements
or our knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE MANAGEMENT
AND THOSE CHARGED WITH GOVERNANCE
FOR THE FINANCIAL STATEMENTS

The management of the Company is responsible for the preparation and
fair presentation of the financial statements in accordance with ASBEs,
and for designing, implementing and maintaining such internal control
as the management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the management is responsible
for assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting, unless the management either
intends to liquidate the Company or to cease operations or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Company'’s financial reporting process.
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(VI) AUDITOR’S RESPONSIBILITIES FOR THE st E sttt el F RSB TNET
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AUDIT OF THE FINANCIAL STATEMENTS
Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with CSAs
will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with CSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit.
We also:

(1) Identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

(2)  Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of internal control.

(3)  Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the management.
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(4)  Conclude on the appropriateness of the management’s use of
the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going
concern.

(5) Evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

(6) Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Company to express an opinion on the financial statements.
We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.
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From the matters communicated with those charged with governance,
we determine those matters that were of most significance in the audit of
the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless
law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Ernst & Young Hua Ming LLP
Beijing, the People’s Republic of China

Chinese Certified Public Accountant:
Zhang Fei (Engagement partner)
Chinese Certified Public Accountant:
You Jin

29 March 2017
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CONSOLIDATED BALANCE SHEET

SFfEEBER

31 December 2016 (Expressed in Renminbi Yuan) 2016F12H31H(ARY L)
Note V 31 December 2016 31 December 2015
ASSETS gE fiEER 2016%F12H31R 2015912 A318
(Restated)
(&)
Current assets mEEE
Cash and cash equivalents EEe 1 27,122,981,855.33 24,856,509,077.48
Financial assets at fair value through AR BETEBEES
profit or loss STABEEZNSREE 2 129,296,023.50 37,867,082.40
Notes receivable fEW =1k 3 16,742,874,274.52 9,276,190,961.12
Accounts receivable AR X 4 11,336,192,971.74 9,001,693,158.45
Prepayments FENFIE 5 595,832,151.19 401,700,805.42
Interests receivable FE LRI 2, 6 26,284,015.32 53,906,611.07
Dividends receivable FE AR F 7 9,711,108.40 6,480,000.00
Other receivables oA UK 8 820,998,530.88 811,009,942.53
Inventories =g 9 16,090,656,826.07 11,922,625,796.59
Non-current assets due within one year —FREHIERBEE 10 1,463,427,824.40 1,289,424,886.40
Other current assets HiREhEE 11 2,067,737,279.12 970,236,409.05
Total current assets mBEEAR 76,405,992,860.47 58,627,644,730.51
Non-current assets FEREBEE
Available-for-sale financial assets AEHESREE 12 498,384,350.11 650,293,280.51
Long-term receivables RN 13 4,029,736,734.00 3,348,884,733.60
Long-term equity investments REIRERE 14 1,544,970,791.85 1,447,150,166.18
Investment property REMEE 15 608,116,592.82 588,890,842.52
Fixed assets BTEEE 16 25,801,560,424.62 23,737,017,780.62
Construction in progress FETR 17 1,642,494,423.73 2,589,664,963.45
Materials used in construction TIiEWmE - 1,200.00
Disposal of fixed assets BE&EFE 1,018,823.58 1,846,883.91
Intangible assets BV EAE 18 25,362,976,371.96 12,866,967,462.34
Development expenditure %S H 19 445,774,466.92 466,068,766.97
Goodwill (EES 20 23,037,674,856.10 7,786,251,491.45
Long-term prepaid expenses REFEER 21 332,659,717.20 314,381,969.58
Deferred tax assets RIEFTEMBEE 22 4,019,599,412.58 3,166,825,133.09
Other non-current assets HiIEREEE 23 259,720,703.00 248,554,796.59
Total non-current assets ERBEEAGT 87,584,687,668.47 57,212,799,470.81
Total assets BEME 163,990,680,528.94  115,840,444,201.32
The financial statements have been signed by: KRB HRERBATALTES

Legal Representative:

EERERA

Tan Xuguang
BIEN
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CONSOLIDATED BALANCE SHEET (CONTINUED) BHEEERBR(E)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
Note V 31 December 2016 31 December 2015
LIABILITIES AND EQUITY BEMRFESR TR 20165128311 2015512 A31H
(Restated)
(&)
Current liabilities mEAE
Short-term loans KHIER 24 4,771,648,754.00 2,961,108,213.46
Financial liabilities at fair value NARBEEEEE
through profit or loss FTAEHIERT
SREE 25 168,670,171.20 92,014,803.10
Notes payable eSS 26 8,758,864,180.54 5,520,153,136.02
Accounts payable FERTIRR 27 21,897,787,394.18 14,702,630,179.02
Advances from customers FEUFRIE 28 4,627,211,871.86 1,629,901,698.66
Payroll payable P < B T 5 T 29 4,168,792,146.69 3,147,253,190.63
Taxes payable e & 30 2,065,784,483.92 1,244,878,351.51
Interests payable FERFIE 31 102,059,094.81 208,738,518.56
Dividends payable FET AR A 32 3,822,409.44 5,129,313.52
Other payables HABERR 33 4,998,956,643.14 3,849,888,402.26
Non-current liabilities due within one year —FERIBHIEREARE 34 4,624,888,126.80 5,246,338,509.59
Other current liabilities HipREa s 35 2,791,896,442.25 2,018,326,655.18
Total current liabilities mEBEEE 58,980,381,718.83 40,626,360,971.51
Non-current liabilities FERBEE
Long-term borrowings REAfE 36 30,216,115,691.85 7,283,743,346.45
Bonds payable e ES 37 2,756,201,597.01 5,985,529,194.60
Long-term payables REEMR 38 7,781,235,810.40 6,604,099,856.80
Long-term payroll payable SR EARE T 5 T A 39 8,574,795,194.30 6,928,175,204.92
Special payables EIREMNK 40 43,000,000.00 43,000,000.00
Provision AR 41 311,033,593.20 286,177,796.80
Deferred income B 42 2,574,230,514.51 2,279,402,483.75
Deferred tax liabilities EEFMEHEARE 22 8,120,369,699.73 3,825,631,719.50
Other non-current liabilities HEMIEREAE 71,646,849.89 41,337,675.89
Total non-current liabilities EREBESS 60,448,628,950.89 33,277,097,278.71
Total liabilities BE@E 119,429,010,669.72 73,903,458,250.22
The financial statements have been signed by: KREBHRERBATALTES

Legal Representative:

5%%1‘%2‘%}\ : I B S E#I{)E:E\E/\
Tan Xuguang Kwong Kwan Tong
EEib R

Principal in charge of accounting:

Head of accounting department:

SEREREA

Li Xia
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CONSOLIDATED BALANCE SHEET (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

SHEEREBXR(E)
2

2016 12A31H (A% T)

Note V 31 December 2016 31 December 2015
LIABILITIES AND EQUITY BENRRES (gl 2016%12H318 2015%12A318
(Restated)
(&)
Shareholders’ equity e
Share capital AR 43 3,998,619,278.00 3,998,619,278.00
Capital reserve BRNTE 44 30,139,859.91 226,885,258.23
Other comprehensive income Hihira e 45 (295,101,754.34) (502,508,673.78)
Special reserve HIE#AE 46 98,711,320.61 78,839,437.56
Surplus reserve B NTE 47 - 1,207,988,900.22
Retained earnings AOBFE 48 27,905,900,916.04 26,930,133,835.41
Total equity attributable to the shareholders e NSYNGI G E vy
of the parent 31,738,269,620.22 31,939,958,035.64
Minority interests DB R RS 12,823,400,239.00 9,997,027,915.46
Total shareholders’ equity R ER AT 44,561,669,859.22 41,936,985,951.10
Total liabilities and shareholders’ equity B EMR R AT 163,990,680,528.94  115,840,444,201.32

FEMBHRERANT ALES

The financial statements have been signed by:

Legal Representative: Principal in charge of accounting: Head of accounting department:

EEREA TESIIERREA: BRMEBREEA
Tan Xuguang Kwong Kwan Tong Li Xia
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CONSOLIDATED INCOME STATEMENT

B FmliEx

Year 2016 (Expressed in Renminbi Yuan) 2016 FE(ARKT)
Note V 2015
il 20154
(Restated)
(4 =3)
Revenue BERA 49 93,183,521,384.54 74,167,740,555.91
Less: Cost of sales W EERAR 49 72,099,983,058.63 57,063,786,786.20
Taxes and surcharges i KBt o 50 450,858,197.34 188,297,189.12
Distribution and selling expenses HEER 51 7,644,628,984.86 6,275,023,707.69
General and administrative expenses EEEMA 52 7,651,679,576.71 7,231,256,933.62
Finance expenses HMBER 53 198,822,884.84 482,143,084.06
Impairment loss of assets BEREBERX 54 984,410,371.57 396,214,578.87
Add: Gain or loss on change of fair value mn: AREEEEER 55 (155,320,838.99) (23,353,073.10)
Investment income REWE 56 120,490,092.49 114,954,618.74
Incl: investment income from Ei - Hi 2R
associates and jointly BEDE
controlled enterprises KEW 87,250,957.31 32,180,889.65
Operating profit T 4,118,307,564.09 2,622,619,821.99
Add: Non-operating income o0 EEINIA 57 671,096,042.91 693,782,715.39
Incl: Gain on disposal of B FnggE
non-current assets BENEF 29,761,449.98 66,967,177.83
Less: Non-operating expenses W EFEINT 58 151,756,835.56 190,500,931.90
Incl: Loss on disposal of Heb : JEnE B E
non-current assets BEBX 37,485,076.20 26,439,247.59
Total profit plpefts 59 4,637,646,771.44 3,125,901,605.48
Less: Income tax expenses W TSR ER 60 1,041,393,120.17 927,787,531.09
Net profit AN 3,596,253,651.27 2,198,114,074.39
Incl: Net profit of the party being absorbed Heb B —FH T 13
before business combinations involving ABHFPHAE T
entities under common control AHELEFE 39,349,153.82 35,266,773.68
Net profit attributable to the shareholders FEREARRREEFE
of the parent 2,441,188,631.73 1,412,273,295.73
Minority interests DERER B 1,155,065,019.54 785,840,778.66
The financial statements have been signed by: KRR BATALTES

Legal Representative:

EEREA

Tan Xuguang
=SB

Principal in charge of accounting:

FEEHIEAEA

Kwong Kwan Tong
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Head of accounting department:
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CONSOLIDATED INCOME STATEMENT (CONTINUED)

Afﬁ :ﬁl.l ﬁ %E ( fg8 )

Year 2016 (Expressed in Renminbi Yuan) 2016 FE(ARS L)
Note V 2015
(gl 20154
(Restated)
(& =iat)
Net other comprehensive income after tax Hith ?./:.\HSZ 0LV IRE ekt
Net other comprehensive income attributable to BERERRRENEMES
shareholders of the parent after tax W T8 55 207,406,919.44 (114,022,771.09)
Those other comprehensive income not to be LAfe T ae BN TR B A EH At
reclassified into profit or loss in subsequent e llEa
periods
Changes arising from re-measuring net assetsor ~~ E#T it SR F X w12l
net liabilities of defined benefit plan FRENFEENE (148,713,028.38) 18,752,496.53
Share of investee’s other comprehensive income RaE MERIRE BRI RE
not to be reclassified into profit or loss using BNFEEENEMD
the equity method FakETREENNE (928,656.44) 5,240,567.93
Those other comprehensive income to be A i E D RSN
reclassified into profit or loss Hikr e e
Share of investee's other comprehensive B TR E B
income to be reclassified into profit or ENRERRNEMGS
loss using the equity method W T Z B AN 518,499.84 7,779,405.56
Change of fair value of available-for-sale —Jﬁi\ﬂj’iﬁﬁﬂﬁﬁ
financial assets NRBEZ (5,100,000.00) 2,380,000.00
Effective portion of cashflow from hedging BensEPT AN
instrument B (65,203,170.22) 10,823,089.03
Exchange differences on foreign SNSRI E
currency translation =¥ 426,833,274.64 (158,998,330.14)
Net other comprehensive income attributable to EBRNDERER
minority owners after tax Hiira a8 304,116,926.73 (15,335,441.49)
Total comprehensive income fra W a 4,107,777,497.44 2,068,755,861.81
Incl: H
Total comprehensive income attributable to BENIARIRERN
the shareholders of the parent e BEE 2,648,595,551.17 1,298,250,524.64
Total comprehensive income attributable to N O E )
minority owners fralm A 1,459,181,946.27 770,505,337.17
Earnings per share TR 61
Basic earnings per share BEAFRKE 0.617T 0.357T
Diluted earnings per share HEGR = 0.617T 0.357T

The financial statements have been signed by:

Legal Representative:

Principal in charge of accounting:

EERERA TEEITIFREA:
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=SB BRE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

o

B RRIESE

xR

Year 2016 (Expressed in Renminbi Yuan) 2016 FF (AR L)
2016 20165
Equity attributable to shareholders of the parent
SRREDARRES
Other
Share Capital  comprehensive Special Surplus Retained Minority
Note V capital reserve income. reserve reserve eamnings Subtotal IEE Total equity
Hi k& FUIN | EfauE SRR BHAR RAEAE it HERRER RgRAT
. Atend of previous year - LEERHE 3,998,619,278.00 27,883,109.16  (502,508,673.78) 7883943756 1,207,988900.22 26,918,633,619.95 31,729,455,671.11  9,997,027,915.46  41,726,483,586.57
Add: Business combination under e A-BHTeEAH
common control - 199,002,149.07 - - - 1150021546 210,502,364.53 - 210502,364.53
I Atbeginning of year = REENHE 3998,619.27800 2268852583  (502,508,673.78) 7883943756 1,207,988,900.22  26,930,133,835.41  31,939,958,035.64  9,997,02791546  41,936,985,951.10
Il Movements in current year = REERRELE
(I Total comprehensive income () GAYEES - - 207,406919.44 - - 244118863173 2,648,595,551.17  1,459,181946.27  4,107,777,497.44
(1) Injection and recuction () BRBAMRSEA
1. Injection 1. REEAER - - - - (608,724,079.00) - (608,724079.00) 2,036,328436.95  1427,604,357.95
2. Amount of share-based 2. RIAGEA
payment taken to REERneE
owners' equity 4 - 2,21,503.62 - - - - 2,221,503.62 3,109,604.78 5,337,108.40
3, Business combination 3. BT
under common control i “ - (207,149912.20) - - - (36745%77)  (250824511.01) - (s082451101)
4. Acquisition and disposal of 4 8% BRETLE
shares in subsdiaries and ARt
others - 8,177,01030 - - (898,015,507.89)  (315,339,460.43) (1,205,177,958.02)  (106,768,289.01) (1,311,946,247.03)
(i) Proft appropriation (2)HEDE
1. Appropriaton to surplus 1. ROEHLE
Tesere 4 - - - - 98750,686.67  (298,750,686.67) - - -
2. Distribution to owners 2 HRENAE 8 - - — - - (199723855.60)  (799,723,855.60)  (572,366,276.98) (1,372,090,132.58)
3. Appropriation to exising 3 AT
shareholders prior to ABARIR
the date of bushess RRRHAR
combination under
common control - - - - - (7,001,600.00) (7,001,600.00) - (7,001,600.00)
4. Appropriation to staff 4. RRBTEHNES
benefit fund - - - - - (931,349.63) (931,349.63) (310,449.88) (1,241,799.51)
(V) Spedal resenve (m) E6kE
1. Apropriaton during 1. KERR
the year 46 - - - 46,796,631.92 - - 46,796,631.92 23,303,068.27 70,099,700.19
2. Used during the year 2. RERR 4 - - - (26924,74887) - - (269470887)  (1610571686)  (43,030465.73)
IV, Atend of year B REERRE 3,998,619,278.00 30,139,850.91  (295,101,754.34) 98,711,320.61 - 27,905900916.04 31,738,269,620.22 12,823,400,239.00 44,561,669,859.22

The financial statements have been signed by:

Legal Representative:
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED) BHBRRERENR(E)
Year 2016 (Expressed in Renminbi Yuan) 2016 FE(ARS L)

2015 20154

Equity attributable to shareholders of the parent
FRNBATRRES

Other
Share Capital comprefensive Special Surplus Retained Minority
Note V capita TESeve Income TESErve Teserve eamings Subtotal Interests Total equity
Hia RE BADE Eizaka ERG BALE FARHE It e R
. Atend of previous year - LEERHE 199930963900 128825293851 (388,485,902.69) 51,026,772.11  3,051,742,591.19  26,397,531,915.03  32,399,377,953.15  9,542,510,380.18  41,941,88833333
Add: - Business combination under in: BB egak
common control - 96,667,953.47 - - - (10,19,139.04) 8647181443 86,471,81442 172,943,628.85
I Atbeginning of year o REEHRE 1999,309639.00  1,38492089198  (388485,902.69) 51,026,772.11  3051,742,591.19  26,387,335,775.99  32,485,849,767.58  9,628,982,194.60 42,114,831,962.18
Il Movements n curtent year = REERRESE
(1) Total comprehensive income (-)AkzEE - - (11402277109 - - 14122329573 129825052464 770,505,337.17  2,068,755,861.81
(1) Injecton and reduction () RRRATIS B
1. bjecton 1. BERAEE - - - - - - - TR 15272158046
2. Business combination under 2. AT
common control BEAN = 2,118791.49 - - - - 2,118791.49 - 2,118791.49
3. Amountof share-based 3. RN AR
payment taken to owners' EEaNSE
equity u - 985,150.78 - - - - 985,150.78 1,590,406.82 2,575,557.60
4. Acquisition of minoriy 4 Y YRRER
interests 4 - (1161,523,051.27) - - (13,280,862.82) - (117480391409 (46,053,242.04)  (1,220,857,156.13)
5. Disposalof minorty interests 5. A URRER - - - - - - - (0594865 (79,045,94865)
6. Others 6. Efty = 383475.5 = = = = 38347525 (73,16189) 31031336
(1) Profit appropriation (Z) HEsR
1. Appropriation to surplus 1. RREAME
feserve = = = - 16883681085 (16883681085 = = =
2. Distribution to owners 2 HRENAE 8 = = = = - (69975837365 (699,758,373.65)  (441,420241.88)  (1,141,178615.53)
3. Appropriation to staff 3 REBTREAES
benefit fund = = = = = (880,051.81) (880,051.81) 293,350.60) (1,173402.41)
(V) Intemal transfer of (m) fraARERTES
owners' equty
1. Captalzation of surplus 1. BHDiEEL
resene ER 1,999,309,639.00 - - - (1,999,309,639.00) - - - -
(V) Specal resenve (%) 2Bk
1. Appropriation during 1. KERR
the year 46 - - - 78,605,603.31 - - 78,605,603.31 3244982623 111,055429.54
2. Used during the year 2 REER 46 = = = (50,792,937.86) - - (50,79293786)  (22,335488.76)  (73,128,426.60)
V. Atend of year B REERHE 399861927800 22688525823 (502,508,673.78) 7883943756 1,207,988900.22 2693013383541  31939,958,03564  9,997,02791546  41,936,985,951.10
The financial statements have been signed by: RIBHRERBATATESE
Legal Representative: Principal in charge of accounting: Head of accounting department:
EERRA - FEGHIEARA: BRMEBABA
Tan Xuguang Kwong Kwan Tong Li Xia
=) BRR=E B
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CONSOLIDATED CASH FLOW STATEMENT

Year 2016 (Expressed in Renminbi Yuan)

BHIRERER

2016FE(ARKT)

Note V
MR

CASH FLOWS FROM OPERATING
ACTIVITIES

Cash received from sales of goods
or rendering of services

Refunds of taxes

Other cash received relating to

C RERPELANRE

e
HEMM - RHREH
WEHRE
WEIMTHERE
U B E A BRLAR 2R &)

78,618,574,648.98
271,286,501.29

2015
20154
(Restated)
(g&Eq)

72,384,380,401.08
343,603,353.37

operating activities BENE S 62 1,335,554,529.47 1,465,347,721.59
Subtotal of cash inflows from KEEEIREBRA
operating activities /INEE 80,225,415,679.74 74,193,331,476.04
Cash paid for goods and services BENm  EXAB
SRR E 43,359,403,586.53  42,085,087,873.07
Cash paid to and on behalf of MBI AR AT
employees YIRS 16,143,475,594.07 14,318,127,866.16
Cash paid for all types of taxes YK IERE 3,549,645,547.09 3,255,878,868.50
Other cash paid relating to AT E At BT R B
operating activities EBENIRS 62 8,922,457,481.02 7,695,722,806.86
Subtotal of cash outflows from 4RESEENIH &
operating activities /INET 71,974,982,208.71  67,354,817,414.59
Net cash flows from operating LR ELRIRS
activities M= /R 63 8,250,433,471.03 6,838,514,061.45
II.  CASH FLOWS USED IN INVESTING - RERGEANES
ACTIVITIES mE

Cash received from sale of investments
Cash received from return

WERE KRR S
HSHRE WU E m

1,631,981,141.64

188,000,000.00

on investments e 88,439,515.41 166,277,959.70
Net cash received from disposal of BB AR MEAMEE

subsidiaries and other business units BRI MIR &R 63 - 47,393,959.31
Net cash received from disposal of REBTEEE B

fixed assets, intangible assets BEMEMKAEE

and other long-term assets W Bl #Y IR & 5 58 744,265,205.45 674,474,710.10
Other cash received relating to I B E A BRI B VR B

investing activities BEWIR S 62 215,096,120.80 64,828,590.00
Subtotal of cash inflows from investing BEEHEESRA

activities /Nt 2,679,781,983.30 1,140,975,219.11
Cash paid for acquisition of fixed BEETEE B

assets, intangible assets and BEMAMRIEE

other long-term assets YRERE 4,459,699,581.12 4,345,931,817.94
Cash paid for acquisition of investments WAL NHE S 2,328,922,551.80 383,290,684.00
Net cash paid for acquisition of IS F AR REMEZ

subsidiaries and other business units B NEIRE R 63 15,514,669,904.00 476,585,898.00
Other cash paid relating to AT H M RS EEE)

investing activities BHENRE 62 6,986,068.29 50,733,202.27
Subtotal of cash outflows from KEFESEES R

investing activities /Nt 22,310,278,105.21 5,256,541,602.21
Net cash flows used in KREESFEANES

investing activities MR (19,630,496,121.91)  (4,115,566,383.10)
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

Year 2016 (Expressed in Renminbi Yuan)

Note V
MEER

SHIBEREER(E)
2016 FE(ARKT)

CASH FLOWS USED IN FINANCING
ACTIVITIES

Cash received from capital contributions

Incl: Cash received by subsidiaries
from capital contributions
of minority owners
Cash received from borrowings
Cash received from issuance of bonds
Other cash received relating to

- BEERYEANERS

mE

RS & W B IR &

Hep - FRAIRKALE
BRI E W E
mH L

S E R UEIR S

BITEFREINES

W B HoAth B1EE B S E B

1,448,443,114.94

1,448,443,114.94
40,427,051,904.80

2015
20154
(Restated)
(g&&Eq)

152,721,584.46

152,721,584.46
11,535,722,867.85
2,522,317,954.03

financing activities HENRE 62 60,903,683.55 162,208,242.00
Subtotal of cash inflows from EHEEHHEEMA
financing activities /N 41,936,398,703.29 14,372,970,648.34
Cash repayments of borrowings BEEBINNRE 25,930,017,967.06  13,095,797,782.00
Cash paid for distribution of dividends DECARA RSB
or profits and for interest expenses MBXNMRS 2,432,823,748.89 1,967,896,762.46
Incl: Cash paid to minority owners He o FRESZIT4E
for distribution of dividends DERE E”]
or profits by subsidiaries BRI - 7 574,513,560.42 497,486,749.43
Other cash paid relating to financing XN EAEEE S
activities BRANHE 62 1,831,960,322.18  1,484,892,035.23
Subtotal of cash outflows from g EHHELRE
financing activities Nt 30,194,802,038.13 16,548,586,579.69
Net cash flows from/(used in), EEFEHEE,/(ER)
financing activities MRS REFER 11,741,596,665.16  (2,175,615,931.35)
IV. EFFECT OF CHANGES IN EXCHANGE m- EERFHHBSH
RATE ON CASH - 82,640,226.51 36,342,024.54
V. NET INCREASE IN CASH AND 1 RekReFEED
CASH EQUIVALENTS Ve 2 Yl 444,174,240.79 583,673,771.54
Add: Cash and cash equivalents m: FPRERRE
at beginning of year FEMERE 21,154,657,664.43  20,570,983,892.89
VI. CASH AND CASH EQUIVALENTS RN FRESRREEEY
AT END OF YEAR #RER 63 21,598,831,905.22 21,154,657,664.43
The financial statements have been signed by: REIBHRERBATALTEE

Legal Representative:

EERRA

Tan Xuguang
EE
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ey

BALANCE SHEET SEE8ER

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
Note XV 31 December 2016 31 December 2015
ASSETS BE fE+Aa 20165128311 2015512 A31H
Current assets MBEE
Cash and cash equivalents ERES 1 9,759,458,242.20 12,447,686,804.26
Notes receivable i AES 14,623,284,642.83 6,890,636,874.68
Accounts receivable FEUER R 1,084,606,558.31 640,602,324.45
Prepayments BRI 38,432,215.70 56,961,089.44
Interests receivable FEUFI & 24,849,593.75 51,793,725.00
Dividends receivable UG AR F 1,530,000.00 3,060,000.00
Other receivables HAh fEIGR 4 1,489,063,940.49 1,872,128,429.70
Inventories FE 1,748,577,761.12 1,337,322,763.36
Other current assets HiRBEE - 146,838,123.25
Total current assets mEEEAE 28,769,802,954.40 23,447,030,134.14
Non-current assets FRBEE
Available-for-sale financial assets AN ESREE 278,880,000.00 284,880,000.00
Long-term equity investments RERERE 67 11,151,764,459.25 10,020,852,579.69
Investment property KEEEE 1,166,754,025.31 1,143,364,666.55
Fixed assets BE&E 2,985,724,485.68 2,644,294,727.19
Construction in progress EETRE 580,767,880.05 1,460,455,895.55
Disposal of fixed assets BEEEEFE 83,797.30 83,797.19
Intangible assets BVAE 10 529,111,113.62 330,215,232.45
Goodwill GEES 579,145,043.76 579,145,043.76
Long learn prepaid expense REGFHER 2,075,842.00 4,566,838.00
Deferred tax assets ELEREHEE 318,302,058.45 215,366,868.45
Other non-current assets HiIEREEE 368,850,638.89 481,925,368.89
Total non-current assets ERBBES:T 17,961,459,344.31 17,165,151,017.72
Total assets BEMG 46,731,262,298.71 40,612,181,151.86
The financial statements have been signed by: REIBHRERBATALTEE

Legal Representative: Principal in charge of accounting: Head of accounting department:

EERRERA TEGTIIEEEA SEHEEAEA
Tan Xuguang Kwong Kwan Tong Li Xia
BB BRE FE
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BALANCE SHEET (CONTINUED) CEBRR(E)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12H31H(ARY L)
Note XV 31 December 2016 31 December 2015
LIABILITIES AND EQUITY SEMRRER fE+ R 2016%F12H31R 2015912 A318
Current liabilities mEARE
Notes payable ERRE 4,660,241,509.23 2,555,177,304.09
Accounts payable JERTIRER 5,379,491,386.62 3,299,797,871.61
Advances from customers FENHRIR 64,399,135.60 20,789,783.81
Payroll payable JRE <Rl T35 11 588,459,341.07 471,742,106.21
Taxes payable FE)J‘R% 12 505,716,425.54 38,446,967.23
Interests payable ERF B - 32,958,333.51
Other payables HAh IR 1,788,661,736.46 1,599,009,547.04
Non-current liabilities due within one year —FRIHIEREAE - 1,398,153,360.39
Other current liabilities HimeaE 13 725,109,205.14 474,669,460.90
Total current liabilities neaEast 13,712,078,739.66 9,890,744,734.79
Non-current liabilities FnBaE
Long term payroll payable REAFERTIS T 5 M 31,887,561.60 28,208,354.88
Special payables HIFEMNR 20,000,000.00 20,000,000.00
Deferred income kAl g 14 437,331,723.04 324,194,404.72
Total non-current liabilities FERBBES 489,219,284.64 372,402,759.60
Total liabilities BESE 14,201,298,024.30 10,263,147,494.39
Shareholders’ equity MR
Share capital [N 3,998,619,278.00 3,998,619,278.00
Capital reserve ERNIE 1,003,313,374.62 1,011,431,890.64
Other comprehensive income Hikra e 45,220,000.00 50,320,000.00
Special reserve =G 50,137,320.74 43,771,198.92
Surplus reserve YN 1,520,020,449.71 1,221,269,763.04
Retained earnings ROECHE 25,912,653,851.34 24,023,621,526.87
Total shareholders’ equity RS AR 32,529,964,274.41 30,349,033,657.47
Total liabilities and shareholders’ equity BENMRRER S 46,731,262,298.71 40,612,181,151.86
The financial statements have been signed by: R HREBAATALTES -
Legal Representative: Principal in charge of accounting: Head of accounting department:
EERRA FEESHIEREA: SHHEBEEEA
Tan Xuguang Kwong Kwan Tong Li Xia
E Y BRIRE E
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INCOME STATEMENT

illYE

Year 2016 (Expressed in Renminbi Yuan) 2016 FE(ARKT)
Note XV 2016 2015
fiz—+h 20165 20154
Revenue B 15 20,538,667,322.09  12,895,754,445.97
Less: Cost of sales T EFERCAR 15 15,397,365,042.94 9,916,275,770.69
Taxes and surcharges i R BN 178,997,961.09 69,962,635.51
Distribution and selling expenses HEER 856,620,943.54 512,493,539.31
General and administrative expenses EIRE A 1,605,229,832.33 1,315,131,114.05
Finance expenses %8 A (119,573,840.75) (228,627,751.13)
Impairment loss of assets BEREEKX 49,949,570.65 (11,296,945.18)
Add: Investment income o AN 16 692,057,206.88 432,313,723.54
Incl: Share of profit of associates and Erh o HEETEA
Jjointly controlled enterprises BEPEN
REW = 36,075,296.33 (16,196,195.63)
Operating profit a2 KI5 3,262,135,019.17 1,754,129,806.26
Add: Non-operating income o EEINEA 106,832,221.65 125,716,175.93
Incl: Gain on disposal of non-current B JEndBE
assets BEENEZ 6,861,556.51 736,969.72
Less: Non-operating expenses W BRI 12,068,992.06 6,261,623.62
Incl: Loss on disposal of non-current Ei : IEmEEE
assets BERX 113,789.36 67,413.90
Total profit MELREE 17 3,356,898,248.76 1,873,584,358.57
Less: Income tax expenses W FTS R E A 18 369,391,382.02 185,216,250.04
Net profit ) E 2,987,506,866.74 1,688,368,108.53
Net other comprehensive income after tax H iR A WS mFi & 558 (5,100,000.00) 2,380,000.00
Those other comprehensive income to be NG E D LIRS
reclassified into profit or loss Efibire e
Change of fair value of available-for-sale AL ESREE
financial assets NR(BEZED) (5,100,000.00) 2,380,000.00
Total comprehensive income el A% 2,982,406,866.74 1,690,748,108.53
The financial statements have been signed by: R MEBAATALES -

Legal Representative:

EERRA

Tan Xuguang
=SB

Principal in charge of accounting:

EFEEHIEEEA

Kwong Kwan Tong

BRE

Head of accounting department:

SETEEREA

Li Xia
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=3
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STATEMENT OF CHANGES IN EQUITY

m

IRRIEDE

Year 2016 (Expressed in Renminbi Yuan) 2016 FE(ARS L)
2016 20165
Other
comprehensive
Share capital ~ Capital reserve income  Special reserve  Surplus reserve  Retained earnings Total equity
B BA0R Eftrals Gk BUNR AEARE RRERAT
| At beginning of year - FEENRE 3,998,619,278.00  1,011,431,890.64 50,320,000.00 4377119892 1,221,269,763.04  24,023,621,526.87  30,349,033,657.47
Il. Movements n current year - AERREYLE
() Total comprehensive revenue (-) GRkzeEs - - (5,100,000.00) - - 2,987,506,866.74  2,982,406,866.74
(1) Profit appropriation () MEsE
1. Appropriation to surplus 1. RBHAE
reserve - - - - 298,750,686.67  (298,750,686.67) -
2. Distrbution to awners 2 HREMAR - - - - - (199723855.60)  (799,723,855.60)
(1) Internal transfer of owners (=) RREnnpLeE
equity
1. Capitalzation of surplus 1. BRAEERER
Teserve - - - - - - -
(V) Special reserve (m) EAkH
1. Appropriation during the 1. RERR
year - - - 10,866,988.22 - - 10,866,988.22
2. Used during the year 2 KEER - - - (4500,866.40) - - (4500866.40)
(V) Business combination under () BT e%
common control A - (8,118,516.02) - - - - (8,118,516.02)
Il Atend of year = MEERHE 399861927800 100331337462 452000000 5013732074 152002044971 25912,65385134  32,529,964,274.41

The financial statements have been signed by:

Legal Representative:

EEREA

Tan Xuguang
=B
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Principal in charge of accounting:

EFEEHIEAEA

Kwong Kwan Tong

BRE

AR NBRMERLT

R BHRAUTALES

Li Xia
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Head of accounting department:

SEREBREA



STATEMENT OF CHANGES IN EQUITY (CONTINUED) RRiE R e R(E)
Year 2016 (Expressed in Renminbi Yuan) 2016 FE(ARM L)
2015 20154
Other
comprehensive
Share capital ~ Capital reserve income Special reserve  Surplus reserve  Retained eamings Total equity
A BRDE  Hfgaka 2EfE BROE AEAE  RRERAH
I Atbeginning of year — REEYIHE 1,999,309,639.00  1,011,431,890.64 47,940,000.00 31,283,539.94  3,051,742,591.19 23,203,848,602.84 29,345,556,263.61
I. Movementsincurentyear = AEEFEEHSE
() Total comprehensive income (=) fFA &L - - 2,380,00000 - - 1,688,368,108.53  1,690,748,108.53
(1) Profit appropriation (Z)HRsE
1. Appropriation to surplus 1. RABALE
reserve = = = - 16883681085  (168836,81085) =
2. Distribution to owners 2 HREHNAR - - - - - (699,758,373.65)  (699,758,373.65)
(1) Internal transfer of owners' (Z) BrEENDeE
equity
1. Capitalization of surplus . BHAEELER
resenve 1,999,309,639.00 - - - (1,999,309,639.00) - -
(1V) Special reserve (m) Z5fE
1. Appropriation during 1. RERR
the year - - - 17,068,584.00 - - 17,068,584.00
2. Used during the year 2 MERR - - - (4580925.02) - - (4580925.02)
Il At end of year = REEREE 399861927800  1,011,431,890.64 50,320,000.00 4377119892 1,221,269,763.04 24,023,621,526.87 30,349,033,657.47

The financial statements have been signed by:

Legal Representative:

EERRA -

Tan Xuguang
BIEN

Principal in charge of accounting:
FEGHIEER

Kwong Kwan Tong

BREE

RUBHRERAUT ALES

Head of accounting department:

BEREBEAEA

Li Xia

=
=3
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CASH FLOW STATEMENT

Year 2016 (Expressed in Renminbi Yuan)

REREXR

2016 FE(ARKT)

2016
20165

Note XV
fE+ R

[. CASH FLOWS FROM OPERATING ACTIVITIES — -

2015
20154

REEFHELNHERE

Cash received from sales of goods or HEMm « REEH

rendering of services WHHIRE 13,967,651,501.09 15,154,156,419.73
Other cash received relating to operating U B L A ERLAT i B

activities BB ® 365,674,918.62 687,259,802.99
Subtotal of cash inflows from RETEEIRESRANGT

operating activities 14,333,326,419.71 15,841,416,222.72
Cash paid for goods and services BEEm - BX8H%

SRR 11,119,974,670.26 13,063,355,403.20

Cash paid to and on behalf of BT AR A

employees BIZNRRS 1,147,394,627.08 999,923,941.09
Cash paid for all types of taxes ERMEERE 1,177,076,407.17 873,563,297.33
Other cash paid relating to ST EM L EEE)

operating activities EHENERS 562,821,800.15 967,726,499.62
Subtotal of cash outflows from

operating activities R SEENIR & H/Nat 14,007,267,504.66 15,904,569,141.24
Net cash flows from / (used in) mEEBES,/ (FR)MN

operating activities RenE T 19 326,058,915.05 (63,152,918.52)

The financial statements have been signed by:

Legal Representative:

EEREA ¢

Tan Xuguang
BB

118

WEICHAI PowER Co.,

LTD.

Principal in charge of accounting:
TEGHIIEAEA:

Kwong Kwan Tong

FREE

AR NBRMERLT

RUBRERAUT ALES

Head of accounting department:

SEREBREAA

Li Xia
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CAsH FLow STATEMENT (CONTINUED)

Year 2016 (Expressed in Renminbi Yuan)

Il.  CASH FLOWS FROM INVESTING ACTIVITIES = - HEEHELMEL LS

KEEERE MRS
BSRE M SWEI MRS

Cash received from sale of investments
Cash received from return on investments

mEXRE)

2016FE(ARKT)

2016
20165

120,000,000.00
651,923,691.80

2015
20154

400,000,000.00
489,728,433.53

Cash received from disposal of subsidiaries BREFRRAIRHMEES

and other business entities fEIRE - 80,040,728.75
Net cash received from disposal of BREETEE  BVEE

fixed assets, intangible assets and other MEMEHEE

long-term assets WER)E €% 58 94,644.18 400.00
Other cash received relating to W B H A 4G B E )

investing activities EE@NRe 104,633,742.00 -
Subtotal of cash inflows from REZBRSMANE

investing activities 876,652,077.98 969,769,562.28
Cash paid for acquisition of fixed assets, ERETERE BV EE

intangible assets and other FMEMRAEEL NN

long-term assets He 532,271,498.62 453,520,756.68
Cash paid for acquisition of investments HELHIRE 1,073,067,896.40 640,052,638.25
Other cash paid relating to investing TR E A BRI A EE)

activities BHENR S 3,701,700.00 -
Subtotal of cash outflows from BEFERES LG

investing activities 1,609,041,095.02 1,093,573,394.93
Net cash flows used in REESEAD

investing activities Rene 8 (732,389,017.04) (123,803,832.65)

The financial statements have been signed by:

Legal Representative:

EERERA FTEGHIIEEEA

Tan Xuguang Kwong Kwan Tong

B RREE

Principal in charge of accounting:

RUBRERAUT ALES

Head of accounting department:

SEREEAA

Li Xia
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CASH FLOW STATEMENT (CONTINUED) RERSR(E)

Year 2016 (Expressed in Renminbi Yuan) 2016 FE(ARS L)
Note XV 2016 2015
fE+ R 20165 20154
[Il.  CASH FLOWS FROM FINANCING ACTIVITIES =+ Z£&8EHEANRESRE
Other cash received relating to W EEE)EE)
financing activities EENRE 29,247.15 -
Subtotal of cash inflows from FEEHREMANG
financing activities 29,247.15 -
Cash repayments of borrowings BREEBEINRE 1,400,000,000.00 =
Cash paid for distribution of dividends or SECRA - AR
profits and for interest expenses EBRMNEXZMHRE 878,823,855.60 781,518,373.65
Other cash paid relating to financing F T E A R B T B
activities BENES - 20,801,919.60
Subtotal of cash outflows from EGFHRER NG
financing activities 2,278,823,855.60 802,320,293.25
Net cash flows used in financing LEEEFAN
activities Hene g5 (2,278,794,608.45) (802,320,293.25)
IV. EFFECT OF CHANGES IN EXCHANGE M. EXEHUHRSNTE
RATE ON CASH 30,544.50 32,447 .64
V. NET DECREASE IN CASH AND CASH h ReRkReEED
EQUIVALENTS R (2,685,094,165.94) (989,244,596.78)
Add: Cash and cash equivalents m: FRER
at beginning of year BEEEMREE 12,429,369,847.65 13,418,614,444.43
V. CASH AND CASH EQUIVALENTS N FRREeRBRS
AT END OF YEAR ZEVHE 20 9,744,275,681.71 12,429,369,847.65

The financial statements have been signed by:

RUBHRERAUT ALES

Legal Representative: Principal in charge of accounting: Head of accounting department:

EERRA - FEGHIEARA: BIMEEABA
Tan Xuguang Kwong Kwan Tong Li Xia

) BRIR=E &=
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2016 12A31H (A% T)

NOTES TO FINANCIAL STATEMENTS

371 December 2016 (Expressed in Renminbi Yuan)

I. CORPORATE BACKGROUND — ~ IR SIENIE)

Weichai Power Co., Ltd. (the “Company”) is a joint stock company
limited by shares incorporated in Shandong, the People’s Republic of
China. It was established on 23 December 2002.

The RMB ordinary A shares and overseas listed foreign H shares issued
by the Company were listed on the Shenzhen Stock Exchange and The
Stock Exchange of Hong Kong Limited, respectively. The registered
address of the Company’s headquarters is 197, Section A, Fu Shou
East Street, High Technology Industrial Development Zone, Weifang,
Shandong Province. The Company operates in the transportation
equipment manufacturing industry. The approved scope of operations
of the Company covers: Design, development, production, sale, repair,
import and export of diesel engines and auxiliary products; automobile,
automobile axle and components, gear boxes and components and other
automobile components, hydraulic pumps, hydraulic motors, hydraulic
valves, gears and gear transmission devices, ancillary casting and casting
products of hydraulic components, internal combustion engines, new-
energy powertrain systems and ancillary products; technical consultation
and technical services; leasing of self-owned houses; sale of steel;
business management service; forklift trucks production, warehouses
technology and supply chain solution services. For the aforesaid business
scopes, operating permit(s) should be held for those operations requiring
administrative permission.

Weichai Group Holdings Limited and Shandong Heavy Industry Group
Co., Ltd., established in the PRC, are the parent company and ultimate
parent company of the Group respectively.

These financial statements were approved by the board of directors of
the Company on 29 March 2017. Pursuant to the articles of association
of the Company, these financial statements will be submitted to the
general meeting of the Company for consideration and approval.

The consolidation scope of consolidated financial statements is
determined on the basis of control. Please refer to Note VI for changes
this period.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

II.

III.

122

PREPARATION BASIS OF THE FINANCIAL
STATEMENTS

The financial statements have been prepared in accordance with the
Accounting Standards for Business Enterprises-Basic Standard and
specific accounting standards, implementation guidance, interpretations
and other relevant provisions issued and amended subsequently by the
Ministry of Finance (the “MOF") (collectively referred to as “Accounting
Standards for Business Enterprises”).

The financial statements are presented on a going concern basis.

In preparing these financial statements, all the assets (other than certain
financial instruments) are carried at historical cost. Non-current assets
classified as held-for-sale and assets under disposal group classified
as held-to-sale are carried at the lower of fair value less foreseeable
expenses or original carrying amount upon satisfying conditions for
held-for-sale. If the assets are impaired, corresponding provisions for
impairment shall be made according to relevant provisions.

SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES

Accounting policies and accounting estimates are formulated based on
the actual characteristics of production and operation. These are reflected
in the provision for bad debts in respect of receivables, classification of
fixed assets and depreciation estimation, classification of intangible assets
and long-term pre-paid expenses and estimation of amortization.

1. Statement of compliance with Accounting Standards
for Business Enterprises
The financial statements present, fairly and fully, the financial
position of the Company and the Group as at 31 December 2016
and the results of operations and the cash flows for year 2016 in
accordance with Accounting Standards for Business Enterprises.

2. Accounting year
The accounting year of the Group is from 1 January to 31
December of each calendar year.

3. Functional currency
The functional currency of the Company and the currency used in
preparing the financial statements were Renminbi. The amounts
in the financial statements were denominated in Renminbi, unless
otherwise stated.

The subsidiaries, jointly controlled enterprises and associates of the
Company may determine their own functional currencies based
on the major economic environment in which they operate the
business. In preparation of financial statements, their functional
currencies shall be translated into RMB.

WEICHAI PowER Co., LTD. e HBRMNBERLAD
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

4.

Business combination

A business combination is a transaction or event that brings
together two or more separate entities into one reporting entity.
Business combinations are classified into business combinations
involving entities under common control and business combinations
not involving entities under common control.

Business combinations involving entities under
common control

A business combination involving entities under common control
is a business combination in which all of the combining entities
are ultimately controlled by the same party or parties both before
and after the combination, and that control is not transitory. For
a business combination involving entities under common control,
the party that, on the combination date, obtains control of another
entity participating in the combination is the absorbing party, while
that other entity participating in the combination is a party being
absorbed. Combination date is the date on which the absorbing
party effectively obtains control of the party being absorbed.

Assets and liabilities that are obtained by the absorbing party in
a business combination involving entities under common control,
including goodwill arising from the acquisition of the party being
absorbed by the ultimate controller, shall be accounted for on
the basis of the carrying amounts on the financial statements of
the ultimate controller at the combination date. The difference
between the carrying amount of the net assets obtained and the
carrying amount of the consideration paid for the combination (or
the aggregate face value of shares issued as consideration) shall
be adjusted to share premium under capital reserve. If the capital
reserve is not sufficient to absorb the difference, any excess shall
be adjusted against retained earnings.

B ISR RMIEE(E)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

IIT.SIGNIFICANT ACCOUNTING POLICIES — - B85tk NS5HbE (88)

124

AND ACCOUNTING ESTIMATES
(CONTINUED)
4.

WEICHAI PowER Co., LTD.

Business combination (Continued)

Business combinations not involving entities under
common control

A business combination not involving entities under common
control is a business combination in which all of the combining
entities are not ultimately controlled by the same party or parties
both before and after the combination. For a business combination
not involving entities under common control, the party that, on
the acquisition date, obtains control of another entity participating
in the combination is the acquirer, while that other entity
participating in the combination is the acquiree. Acquisition date
refers to the date on which the acquirer effectively obtains control
of the acquiree.

The acquirer shall measure the acquiree’s identifiable assets,
liabilities and contingent liabilities acquired in the business
combination not involving entities under common control at their
fair values on the acquisition date.

The excess of the sum of the consideration paid (or equities
securities issued) for business combination and equity interests in
the acquiree held prior to the date of acquisition over the share of
the attributable net identifiable assets of the acquiree, measured
at fair value, was recognized as goodwill, which is subsequently
measured at cost less cumulative impairment loss.

In case the fair value of the sum of the consideration paid (or
equities securities issued) and equity interests in the acquiree held
prior to the date of acquisition is less than the fair value of the
share of the attributable net identifiable assets of the acquiree, a
review of the measurement of the fair values of the identifiable
assets, liabilities and contingent liabilities, the consideration paid
for the combination (or equity securities issued) and the equity
interests in the acquiree held prior to the date of acquisition is
conducted. If the review indicates that the fair value of the sum
of the consideration paid (or equities securities issued) and equity
interests in the acquiree held prior to the date of acquisition is
indeed less than the fair value of the share of the attributable net
identifiable assets of the acquiree, the difference is recognized in
current profit or loss.
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(CONTINUED)

5.

Consolidated financial statements

The consolidation scope of consolidated financial statements
is determined on the basis of control, including the financial
statements for the year ended 31 December 2016 of the Company
and all of its subsidiaries. A subsidiary is an entity that is controlled
by the Company, including separable parts of an enterprise or
investee and structured entities controlled by the Company etc.

In preparation of consolidated financial statements, the subsidiaries
use the same accounting period and accounting policies as those
of the Company. When the accounting policies of a subsidiary are
different from those of the Company, the Company shall make
adjustments to the financial statements of the subsidiary based
on its own accounting policies. All intra-group assets, liabilities,
interests, income, expenses and cash flow are eliminated in full on
consolidation in full.

Where the amount of losses of a subsidiary attributable to the
minority shareholders in the current period exceeds their share of
the opening balance of owner’s equity of the subsidiary, the excess
shall be allocated against minority interests.
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5.

WEICHAI PowER Co., LTD.

Consolidated financial statements (Continued)

For subsidiaries acquired through business combinations not
involving entities under common control, the operating results and
cash flows of the acquiree shall be included in the consolidated
financial statements, from the day on which the Group gains
control, till the Group ceases the control of it. While preparing
the consolidated financial statements, the acquirer shall adjust
the subsidiary’s financial statements, on the basis of the fair
values of the identifiable assets, liabilities and contingent liabilities
recognized on the acquisition date.

For subsidiaries acquired through business combinations involving
entities under common control, the operating results and cash
flows of the acquiree shall be included in the consolidated
financial statements from the beginning of the period in which the
combination occurs. While preparing the comparative consolidated
financial statements, adjustments are made to related items in
the financial statements for the prior period as if the reporting
entity established through combination has been existing since the
ultimate controller begins to exercise control.

The Group's control over an investee is re-assessed if change in
relevant facts and situations causes changes in one or more of the

control substances.

Where there is no loss of control, the change in minority interests is
accounted for as equity transaction.
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6. Classification of joint arrangements and joint BERHLERAERKE
operation
Joint arrangements are in the form of joint operation or jointly- RELHDRARKEMSERE -
controlled enterprise. A joint operation is a joint arrangement #HAKE  BREALEHTZHZLHME
under which the joint venture parties are entitled to assets and HEEBAEZZEHABEENSG S
undertake liabilities under the arrangement. A jointly-controlled ZHE e AELE  RIEAEHEYNZ
enterprise is a joint arrangement under which the joint venture LHRFEEZFERNNAELH -
parties are only entitled to the net assets under such arrangement.
The following items should be recognised by a joint venture party BEHEREEARKE PR RNER
in relation to its share of profit in the joint operation: solely held HENTSIEE ﬁﬁgﬂﬁﬁﬁﬂﬁﬁﬂ'\]
assets, as well as jointly held assets according to its share; solely BE  UREAEHOHEERALRFEH
assumed liabilities, as well as jointly assumed liabilities according to BE  BREFMAENAR UK
its share; income derived from its entitled share of production of REGERABLFAENEE R
the joint operation; income derived from the sales of production of HEEZANARKEERNEME
the joint operation according to its share; solely incurred expenses, EHBA - RENERARFRLLR
as well as expenses incurred by the joint operation according to its HEEHAEENBA - BREEA
share. BENER  URIREHBEERLR

KEBENER -
7. Cash and cash equivalents ReRREEEY

Cash comprises the Group’s cash on hand and deposits that can
be readily withdrawn on demand. Cash equivalents are short-
term, highly liquid investments held by the Group, that are readily
convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.
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8.

WEICHAI PoWER Co.

Foreign currency operations and foreign currency
translation

The Group translates the amount of foreign currency transactions
occurred into its functional currency.

Foreign currency transactions are recorded, on initial recognition, in
the functional currency, by applying to the foreign currency amount
the spot exchange rate prevailing on the transaction dates. At the
balance sheet date, foreign currency monetary items are translated
using the spot exchange rate prevailing on the balance sheet
date. All the resulting differences on settlement and monetary
item translation are taken to profit or loss in the current period,
except for those relating to foreign currency borrowings specifically
for construction and acquisition of qualifying assets, which are
capitalized in accordance with the principle of capitalization of
borrowing costs. Non-monetary foreign currency items measured
at historical cost shall still be translated at the spot exchange rate
prevailing on the transaction date, and the amount denominated
in the functional currency is not changed. Non-monetary foreign
currency items measured at fair value are translated at the spot
exchange rate prevailing at the date on which the fair values are
determined. The difference thus resulted are recognized in profit
or loss for the current period or as other comprehensive income
based on the nature of the non-monetary items.

For foreign operations, the Group translates their functional
currency amounts into RMB in preparing the financial statements as
follows: asset and liability items in the balance sheet are translated
using the spot exchange rate at the balance sheet date, and
equity items other than
the spot exchange rate at the date of transactions; revenue and

“retained earnings” are translated using

expense items in the income statement are translated using the
average exchange rate for the period during which the transactions
occur. The resulting foreign currency exchange differences in the
financial statement are recognized in other comprehensive income.
On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation
is recognized in the profit or loss for the current period. If the
disposal only involves a portion of a particular foreign operation,
the amount is recognized on a pro-rata basis.
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AND ACCOUNTING ESTIMATES
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8. Foreign currency operations and foreign currency IMNEZERR R INERRITE (B)
translation (Continued)
Foreign currency cash flows and the cash flows of foreign HSMNETR @ 2 A RIBINF A BRI
subsidiaries are translated using the average exchange rate for the B RKARSASREEHTFIER
period during which the cash flows occur. The effect of exchange nH - BEXEHHRSTEBIERH
rate changes on cash is separately presented as an adjustment item FIRE - EREREREBIIR -
in the cash flow statement.

9. Financial instruments TRITH

A financial instrument is any contract that gives rise to a financial
asset of one entity and a financial liability or equity instrument of
another entity.

Recognition and Derecognition of Financial
Instruments

The Group recognizes a financial asset or a financial liability when
it becomes a party to the contractual provisions of a financial
instrument.

The Group derecognizes a financial asset (or part of a financial
asset, or part of a group of similar financial assets), i.e. writes off
the financial asset from the account and balance sheet, when the
following conditions are met:

(1) the rights to receive cash flows from the financial asset have
expired;

(2)  the Group has transferred its rights to receive cash flows
from the financial asset, or has assumed an obligation to pay
them in full without material delay to a third party under a
“pass-through” arrangement; and either (a) has transferred
substantially all the risks and rewards of the ownership of
the financial asset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the ownership of the
financial asset, but has transferred control of the financial
asset.
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AND ACCOUNTING ESTIMATES
(CONTINUED)

9.

WEICHAI POWER Co., LTD.

Financial instruments (Continued)

Recognition and Derecognition of Financial
Instruments (Continued)

If the underlying obligation of a financial liability has been
discharged or cancelled or has expired, the financial liability is
derecognized. If an existing financial liability is replaced by the
same creditor with a new financial liability that has substantially
different terms, or if the terms of an existing financial liability are
substantially revised, such replacement or revision is accounted for
as the derecognition of the original liability and the recognition of
a new liability, and the resulting difference is recognized in profit
or loss for the current period.

Regular way purchase or sale of financial assets are recognized and
derecognized using trade date accounting. Regular way purchase
or sale of financial assets refers to that the financial assets are
delivered to or by the Group under the terms of a contract within a
period as specified by law or general practice. The trade date is the
date on which the Group undertakes to buy or sell a financial asset.

Classification and Measurement of Financial Assets
Financial assets are, on initial recognition, classified into the
following categories: financial assets at fair value through profit or
loss, held-to-maturity investments, loans and receivables, available-
for-sale financial assets and derivatives designated as effective
hedging instruments. A financial asset is recognized initially at fair
value. In the case of financial assets at fair value through profit or
loss, relevant transaction costs are directly charged to the profit
and loss of the current period; transaction costs relating to financial
assets of other categories are included in the amount initially
recognized.
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9.

Financial instruments (Continued)

Classification and Measurement of Financial Assets
(Continued)

The subsequent measurement of a financial asset is determined by
its category:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets at fair value through profit or loss and those designated
upon initial recognition as financial assets at fair value through
profit or loss. A financial asset at fair value through profit or loss
is the financial asset that meets one of the following conditions:
the financial asset is acquired for the purpose of selling it in a
short term; the financial asset is a part of a portfolio of identifiable
financial instruments that are collectively managed, and there is
objective evidence indicating that the enterprise recently manages
this portfolio for the purpose of short-term profits; the financial
asset is a derivative, except for a derivative that is designated as an
effective hedging instrument, or a financial guarantee contract, or
a derivative that is linked to and must be settled by delivery of an
unguoted equity investment (without a quoted price from an active
market) whose fair value cannot be reliably measured. For such
kind of financial assets, fair values are adopted for subsequent
measurement. All the realized or unrealized gains or losses on
these financial assets are recognized in profit or loss for the current
period. Dividend income or interest income related to financial
assets at fair value through profit or loss is charged to profit or loss
for the current period.
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WEICHAI PowER Co., LTD.

Financial instruments (Continued)

Classification and Measurement of Financial Assets
(Continued)

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturity date
that the Group has the positive intention and ability to hold to
maturity. Such kind of financial assets are subsequently measured
at amortized cost using the effective interest method. Gains or
losses arising from amortization or impairment and derecognition
are recognized in profit or loss for the current period.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Such kind of financial assets are subsequently measured at
amortized cost using the effective interest method. Gains or losses
arising from amortization or impairment are recognized in profit or
loss for the current period.

Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial
assets that are on initial recognition designated as available for sale
or are not classified as any of the aforesaid categories. After initial
recognition, available-for-sale financial assets are measured at fair
value. The discount/premium is amortized using effective interest
method and recognized as interest income or expense. Changes in
the fair value of an available-for-sale financial asset is recognized
as other comprehensive income in capital reserve, except for
impairment losses and exchange differences resulted from
monetary financial assets, until the financial asset is derecognized
or determined to be impaired, at which time the accumulated
gain or loss is transferred to profit or loss for the current period.
Dividends or interest income relating to an available-for-sale
financial asset are recognized in profit or loss for the current
period.

Investments in equity investments, which do not have quoted

prices in an active market and whose fair values cannot be reliably
measured, are measured at cost.
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9.

Financial instruments (Continued)

Classification and Measurement of Financial
Liabilities

The Group's financial liabilities are, on initial recognition, classified
into financial liabilities at fair value through profit or loss, other
financial liabilities or derivatives designated as effective hedging
instruments. For financial liabilities at fair value through profit or
loss, relevant transaction costs are directly recognized in profit or
loss for the current period, and transaction costs relating to other
financial liabilities are included in the initial recognition amounts.

The subsequent measurement of a financial liability is determined
by its category:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and those designated upon
initial recognition as financial liabilities at fair value through
profit or loss. A financial liability held for trading is the financial
liability that meets one of the following conditions: the financial
liability is assumed for the purpose of repurchasing it in a short
term; the financial liability is a part of a portfolio of identifiable
financial instruments that are collectively managed, and there is
objective evidence indicating that the enterprise recently manages
this portfolio for the purpose of short-term profits; the financial
liability is a derivative, except for a derivative that is designated as
effective hedging instrument, or a financial guarantee contract, or
a derivative that is linked to and must be settled by delivery of an
unquoted equity investment (without a quoted price from an active
market) whose fair value cannot be reliably measured. For such
kind of financial liabilities, fair values are adopted for subsequent
measurement. All the realized or unrealized gains or losses on
these financial liabilities are recognized in profit or loss for the
current period.

Other financial liabilities

After initial recognition, such kind of financial liabilities are
measured at amortized costs by using the effective interest
method.
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9.

WEICHAI PowER Co., LTD.

Financial instruments (Continued)

Elimination of financial instruments

The net amount after eliminating financial assets and financial
liabilities is presented in the balance sheet if the following
conditions are satisfied: A lawful right exists for eliminating
recognized amounts, and such lawful right is currently enforceable;
it is planned that the financial assets and financial liabilities are to
be netted against each other, or that they are to be realized and
settled simultaneously.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to settle a debt or assume a liability to reimburse the holder for
a loss it incurs because a specified debtor fails to make payment
when due in accordance with the terms of a debt instrument.
Financial guarantee contracts are measured, on initial recognition,
at fair value. For financial guarantee contracts that are not
designated as financial liabilities at fair value through profit or
loss, they are, after initial recognition, subsequently measured at
the higher of: the amount of the best estimate of the expenditure
required to settle the present obligation at the balance sheet
date; and the amount initially recognized less the accumulated
amortization determined according to the principles of revenue
recognition.

Derivative Financial Instruments

The Group uses derivative financial instruments such as forward
currency contracts and interest rate swaps to hedge its risks
associated with foreign currency and interest rate fluctuations.
Such derivative financial instruments are initially recognised at fair
value on the date on which a derivative contract is entered into and
are subsequently remeasured at fair value. Derivatives are carried as
assets when the fair value is positive and as liabilities when the fair
value is negative. A financial derivative that is linked to and must
be settled by delivery of an unquoted equity instrument (without
a quoted price in an active market) whose fair value cannot be
reliably measured is measured at cost.
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9.

Financial instruments (Continued)

Derivative Financial Instruments (Continued)

Any gains or losses arising from changes in fair value of derivatives
are taken directly to profit or loss for the current period, except for
the effective portion of cash flow hedges, which is recognised in
other comprehensive income and later reclassified to profit or loss
when the hedged item affects profit or loss.

Impairment of Financial Assets

The Group assesses at the balance sheet date the carrying amount
of every financial asset. If there is objective evidence indicating
a financial asset may be impaired, a provision is provided for the
impairment. Objective evidence that a financial asset is impaired
is one or more events that occur after the initial recognition of
the asset and have an impact (which can be reliably estimated)
on the expected future cash flows of the financial asset. Where
there arises any of the following objective evidences indicating that
accounts receivable have been impaired, an impairment provision
will be made: a serious financial difficulty occurs to the debtor;
the debtor breaches any of the contractual stipulations (such as
he fails to pay or delays the payment of interests or the principal);
the debtor will probably go bankrupt or carry out other financial
reorganisations; other objective evidences show that the accounts
receivable are impaired.

Financial assets carried at amortized cost

If an impairment on a financial asset has incurred, the carrying
amount of the asset is reduced to the present value of expected
future cash flows (excluding future credit losses that have not
been incurred) and such reduction is taken to profit or loss for the
current period. The present value of expected future cash flows is
discounted at the financial asset’s original effective interest rate
(i.e. effective interest rate computed on initial recognition) and
includes the value of any related collateral. Where floating interest
rate is adopted, the discount rate for determining the present value
of future cash flow shall be equal to the prevailing effective rate
which is contractually stipulated. Interest income upon impairment
is recognized at a rate equal to the discount rate used for
discounting future cashflow upon recognition of impairment loss.
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9.

WEICHAI PoWER Co.

Financial instruments (Continued)

Impairment of Financial Assets (Continued)

Financial assets carried at amortized cost (Continued)

For a financial asset that is individually significant, the asset
is individually assessed for impairment, and the amount of
impairment loss is recognized in profit or loss for the current
period if there is objective evidence of impairment. For a financial
asset that is not individually significant, it is included in a group
of financial assets with similar credit risk characteristics and
collectively assessed for impairment. If no impairment incurs for an
individually assessed financial asset (whether the financial asset is
individually significant or not individually significant), it is included
in a group of financial assets with similar credit risk characteristics
and collectively assessed for impairment. Assets for which an
impairment loss is individually recognized is not included in a
group of financial assets with similar credit risk characteristics and
collectively assessed for impairment.

If, subsequent to the Group’s recognition of an impairment loss
on a financial asset carried at amortized cost, there is objective
evidence of a recovery in value of the financial asset and the
recovery can be related to an event occurring after the impairment
was recognized, the previously recognized impairment loss is
reversed and recognized in profit or loss for the current period.
However, the reversal shall not result in a carrying amount of the
financial asset that exceeds what the amortized cost would have
been had the impairment loss not been recognized at the date the
impairment is reversed.

Available-for-sale financial assets

If there is objective evidence that an available-for-sale asset is
impaired, the accumulated loss arising from decline in fair value
previously recognized in other comprehensive income is removed
and recognized in profit or loss. The accumulated loss that removed
from other comprehensive income is the difference between the
acquisition cost (net of any principal repayment and amortization)
and the current fair value, less any impairment loss on the financial
asset previously recognized in profit or loss.
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9.

Financial instruments (Continued)

Impairment of Financial Assets (Continued)
Available-for-sale financial assets (Continued)

Objective evidence indicating that available-for-sale equity
investment is impaired include significant or prolonged decline in
fair value. Judgments shall be made in distinguishing “significant”
and “prolonged”. “Significant” is judged by the extent of fair
value below its cost and “prolonged” is judged by the length
of period where fair value falls below its cost. Where objective
evidence of impairment exists, the accumulated loss of the transfer
is represented by the balance of acquisition cost after deduction
of the current fair value and impairment loss previously charged to
profit and loss. The impairment loss on an available-for-sale equity
investment is not reversed through profit or loss, and any increase
of fair value that occurs after the impairment is recognized directly
in other comprehensive income.

The determination of what is “significant” and “prolonged”
requires judgment. The Group takes into account, among other
factors, the extent and duration of the period of the fair value
being lower than cost, in such determination.

If, after an impairment loss has been recognized on an available-
for-sale debt instrument, the fair value of the debt instrument
increases in a subsequent period and the increase can be objectively
related to an event occurring after the original impairment loss
was recognized, the original impairment loss is reversed with the
amount of the reversal recognized in profit or loss for the current
period.

Financial assets carried at cost

If there is objective evidence that such a financial asset is impaired,
the difference between its carrying amount and the present value
of expected future cash flows which are discounted at the current
market yield rate of similar financial assets is recognized as an
impairment loss in profit or loss for the current period. Once an
impairment loss is recognized, it is not reversed.
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9. Financial instruments (Continued) 9. @I A(HE)
Transfer of Financial Assets THEEEE
If the Group transfers substantially all the risks and rewards of AEBERERMEEMGR LT
ownership of the financial asset to the transferee, the Group EHEBMEMEBEREEBATD - &
derecognizes the financial asset; if the Group retains substantially IHERZEMEE  RETEREE
all the risks and rewards of ownership of the financial asset, the FrE LR FRAENRRMRM
Group does not derecognize the financial asset. MMEIERZERMEE -
If the Group neither transfers nor retains substantially all the risks AEBELSAEEBHLRERETHE
and rewards of ownership of the financial asset, it is accounted for EPTAE L ET A R E A0 B
as follows: if the Group has not retained control, it derecognizes B DRITFINERETE : WET #i%
the financial asset and recognizes any resulting assets or liabilities; TREEEHN  RIEERZERE
if the Group has retained control, it continues to recognize the EYRRAEENEENAME  ARE
financial asset to the extent of its continuing involvement in the HZEBMEEEDN - RIBEERE
transferred financial asset and recognizes the relevant liability. FAMBEeREENEERR A

CREE  THERABHEEE

For ongoing involvement by way of provision of financial guarantee BREHMEReREEREYBER
in respect of the transferred financial assets, the assets arising from FREZ LA BEREMEENR
such involvement is recognized as the lower of the carrying amount HEEMTBERSERE ZPHR
of the financial assets and the amount of the financial guarantee. BE  BABESNEENEE - 8
Amount of financial guarantee refers to the maximum amount to HIEREE - REMKEINEES
be repayable on demand among the considerations received. B EREENZR SR °

10. Receivables 10. FEURFRIE

WEICHAI POWER Co.,

(1) Receivables Which Are Individually Significant
and for Which Provision for Bad Debt Is
Recognized Separately
In judging receivables which are individually significant,
the Group takes into account accounts receivables and
other receivables due from individual customers, risks
specific to particular customers, risks specific to particular
countries, interest on long-term receivables and the extent of
guaranteed portion of receivables etc. Receivables which are
individually significant are tested for impairment individually.
When objective evidence indicates that the receivable
has been impaired, bad debt provision is made based on
the shortfall of the present value of future cash flow as
compared to its carrying amount, and is charged to profit
and loss for the current period.
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(CONTINUED)

10. Receivables (Continued) 10. FEUWRERIE ()
(2) Receivables for Which Provision for Bad Debt 2) EIEFARERFEAEETIE

Is Recognized by Group With Distinctive Credit R E A E YR

Risk Characteristics

Other than receivables for which provision for bad debts B BB TR A UK
has been recognized individually, provision for bad debt is TSN - ARIRIAR 2 B 2 AR RIS
recognized by group based on the actual loss rate of identical ROy - ABEUERRRE
or similar group in prior year or with similar distinctive credit BHEYSIRA S M ERIERE
risk characteristics, taking into account the current situation. RER - EERRKIEREER

IR -

Other than business segments located overseas, the BROZIPASRING AR R ZE SN - AR
grouping of receivables is based on their ages which are SEURERIERE R RBR ISR
taken as a distinctive credit risk characteristic. Ageing RGBS - WERARER S
analysis is conducted to determine the provision for bad debt A2 358 1 W AR M L A FE M R
for trade receivables and other receivables, at the following TERRERL AT
percentages:
Percentage
Age provided for
BRER FHRLEBI(%)
Within 1 year 1F AR S
1-2 years 1224 15
2-3 years 2FE3F 30
3-4 years 3E44F 50
4-5 years 4555 80
Over 5 years S E 100
For business segments located overseas, grouping of AN E B R IR N AR SR 2
receivables is based on their overdue ages which are taken as 1% - A ERRRER1E A= AR
a distinctive credit risk characteristic. BT REWIEES -
If objective evidence shows a recovery in value of the B B EE R AR IENE
receivables, the original bad debt provision can be reversed BEELRE - BIRERAIERAE
and carried through profit and loss in the current period. T LABEE - 5T AR HiEE -
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10. Receivables (Continued) 10. FEUWRERIE (&)

(3) Receivables Which Are Not Individually (3) BEEETEABEE
Significant But Provision for Bad Debt Is TR E R EH A
Recognized Separately REEHNEBESFE I EAERF
For receivables which are not individually significant but EREEBRRBPZERTIRE
objective evidence shows that the impairment has occurred, BER - AKREREBEERFES
bad debt provision will be made according to the difference RERBEEREREEBAENE
between the present value of future cash flows and its B RHRIERRAEE - SEABHIE
carrying amounts and will be carried through profit and loss fﬁ °
for the current period.

If clear evidence indicates that the receivables are indeed HNEREEERR AR
not recoverable, such as in case of cancellation, bankruptcy BRAWEES - aNET B AL E
or insolvency of the debtor or its serious cash flow problem, 8 RE - BETEE Bean=
then it is recognized as a bad debt and written off for bad BRETRE - WRREE - I
debt provision already made. SHEFHEA AR -

11. Inventories 1. 78

Inventories include materials in transit, raw materials, work in TE@%E W& RME - EE

progress, finished goods, materials under entrusted processing, self mcERG - ZRENIME - BRF

WEICHAI POWER Co.

made semi-finished goods, turnover materials and second-hand
vehicles etc.

Inventories are initially carried at cost. Cost of inventories comprises
all costs of purchase, costs of conversion and other costs. The
actual cost of inventories transferred out is assigned by using
weighted average method, first-in-first-out method or specific
identification method. Low value consumables are amortized by
using immediate write-off method.

The Groups adopts perpetual inventory system.

At the balance sheet date, inventories are measured at the lower
of cost and net realizable value. If the cost of inventories is higher
than the net realizable value, a provision for decline in value of
inventories is recognized in profit or loss for the current period. If
factors that previously resulted in the provision for decline in value
of inventories no longer exist, so that the net realizable value is
higher than the carrying amount, the amount of the write-down is
reversed. The reversal is limited to the amount originally provided
for the decline in value of inventories. The amount of the reversal is
recognized in profit or loss for the current period.
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12.

13.

Inventories (Continued)

Net realizable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the
estimated costs necessary to make the sale and relevant taxes.
The provision for decline in value of inventories is made on an
individual basis or a category basis.

Assets classified as held-for-sale

Except for financial assets and deferred tax assets, corporate
constituents (or non-current assets) are classified as held-for-sale if
the following conditions are satisfied:

(1)  The constituent (or non-current asset) shall be ready for
immediate sale merely under customary terms for this kind
of constituent in its existing conditions;

(2)  Resolution has been made by the Group concerning the
disposition of such constituent (or non-current asset) and, if
required, shareholders’ approval have been obtained,;

(3) lrrevocable transfer agreement has been entered into with
transferee;

(4)  The transfer will be completed within one year.

Individual assets or disposal groups of non-current assets classified
as held-for-sale are not subject to depreciation or amortization.
They are measured at fair value less cost of disposal, but such
amount shall not exceed the original carrying amount during a
period where the conditions precedent to being held-for-sale are
satisfied. The excess of the original carrying amount over fair value
less cost of disposal shall be taken to profit and loss for the current
period as loss on impairment of assets.

Long-term equity investments
Long-term equity investments include equity investments in
subsidiaries, jointly controlled enterprises and associates.
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13.

WEICHAI PowER Co.,

Long-term equity investments (Continued)

A long-term equity investment is initially recorded at its initial
investment cost on acquisition. For a long-term equity investment
acquired under business combination involving entities under
common control, the initial investment cost is determined as
the initial investment cost of the long-term equity investment is
the carrying value of the absorbing party’s share of the owner’s
equity of the party being absorbed as of the date of business
combination on the consolidated financial statements of the
ultimate controller. The difference between the initial investment
cost and the carrying value of the consideration for combination is
adjusted to capital reserve (or charged against retained earnings if
there is any shortfall). Other comprehensive income held prior to
the acquisition date is accounted for on the same basis as where
the assets or liabilities are directly disposed of by the investee in
disposing of such assets or liabilities. Owners’ equity recognized as
a result of changes in other owners’ equity of the investee other
than net gains and losses, other comprehensive income and profit
appropriation is taken to profit and loss for the current period
upon the disposal of such investment. In particular, those which
remain as long-term equity investments upon disposal are carried
forward in proportion, and those which are converted to financial
instruments upon disposal are carried forward in full. For a long-
term equity investment acquired through a business combination
involving entities not under common control, the initial investment
cost is the cost of business combination (Business combination
involving entities not under common control which is achieved
after multiple transactions, the initial investment cost is the sum
of carrying value of equity investments of the acquiree held prior
to the date of acquisition and the addition to investment cost on
the date of acquisition). Cost of business combination includes the
sum of fair values of the assets given, liabilities incurred or assumed,
and equity securities issued by the acquirer. Other comprehensive
income recognized on equity method held prior to the date of
acquisition is accounted for on the same basis as where the assets
or liabilities are directly disposed of by the investee in disposing of
such assets or liabilities. Accumulated fair value change of equity
investments held prior to the date of acquisition being taken to
other comprehensive income as financial instrument is taken to
profit or loss for the current period under cost method. Long-
term equity investments acquired by means other than business
combination, initial investment cost is determined as follows: for
a long-term equity investment acquired by paying cash, the initial
investment cost is the actual purchase price paid and those costs,
taxes and other necessary expenditures directly attributable to
the acquisition of the long-term equity investment; for a long-
term equity investment acquired by the issue of equity securities,
the initial investment cost is the fair value of the equity securities
issued. For a long-term equity investment acquired by the swap of
non-monetary assets, initial investment cost is determined based
on Accounting Standard for Business Enterprises No. 7 — Swap of
Non-monetary Assets. For a long-term equity investment acquired
by way of debt restructuring, initial investment cost is determined
based on Accounting Standard for Business Enterprises No. 12 —
Debt Restructuring.

LTD. HKRENIRMERLST

B ISR RMEE(EE)
2016 12A31H (A% T)

= &2

13.

SstBER K B5t b5t (18)

REURERE (&)

REIBE IR B A EVS BS IA 11548 B A
RETIRETE - BBRFR—ZEH T A
EEAHMENRMBERE - A&
HFERBSRAHTAEERSERK
5B B ERA T AREEERN
MBIERTIGRERA : TIEREK
FESHEBREEELHEE  #
EEARRNTAECT AR - IR E 7
) A HZ AT EMsS RS - &
REZRERERFRAERREENE
EREMBEEENAEARNERE
TEREE - ARKRETRFRS
H b %5 & Uz A0 23 AL LA SO EL
PRIRER BB M AERNIRER - £
REZBRERKBAZHER - H
P RERNARBBERENIZL
plagE  RERERATHT AN
2REE  RBIFR—EH TR E
BHEISH) - LA BRAERIIEIR
ERACRBBZRZ 5D T EHRIER—
ZHITRERAGH - UBERZA
P8 B0 I IR B WO BRE (B (B
RS AR R ERA 2 IERTA
BRERAE)  EHERABRBE M
HEEE - BASFRIENAR - 817
MERERFNRAEEZN : BE
B AT#E B 0 R B R #E A i B M A
ROEMEA NS  EREZARE
RIRAEEREEVERRERBE
EREEHERNERETERIE
BERAZAFENREREERSTH
TEAFAHMEARSEHN R ARE
BESHERIERAEZERE A E
1B - REEA MR RIRER
BN AMESHRGRERE %
BRTITAREMBIRERA « X
RBERER - DERIXNHOBEER
RERBSRMBEREEZARNE
A Bl kAN E S BERIIR R
B - BTREMEEFIUSH - A
BTERMER SN QL BEERVIAE
RERA < BBIFEEIEEERIRE
BH - RIR(EREERNETHR —3F
BB EQIOETE TIRREKA
BBEBEEDNGH - RR(EES
ii%u%—%%%@%@i@%&ﬁ



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

13.

Long-term equity investments (Continued)

For a long-term equity investment where the Company can exercise
control over the investee, the Company uses the cost method in
the Company'’s financial statements. Control refers to the power
over an investee, and exposure, or rights, to variable returns from
its involvement with the investee, and the ability to use its power
over the investee to affect the amount of the investor’s returns.

Under the cost method, the long-term equity investment is
measured at its initial investment cost. For addition or reduction of
investments, the cost of long-term equity investments is adjusted.
Cash dividend or profit distribution declared by an investee is
recognized as profit or loss in the current period.

The equity method is adopted for a long-term equity investment
when the Group holds joint control, or exercises significant
influence on the investee. Joint control refers to the contractually-
agreed shared control over an arrangement and related activities
under such arrangement shall be decided upon with the
unanimous consent of the parties sharing control. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee but cannot control or jointly control
with other parties over the formulation of those policies.

Under the equity method, where the initial investment cost of a
long-term equity investment exceeds the investing entity’s interest
in the fair values of the investee’s identifiable net assets at the
acquisition date, the excess is included in the initial investment
cost. Where the initial investment cost is less than the investing
entity’s interest in the fair values of the investee’s identifiable net
assets at the acquisition date, the difference is charged to profit
or loss for the current period, and the cost of the long-term equity
investment is adjusted accordingly.
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13.

WEICHAI PowER Co.,

Long-term equity investments (Continued)

Under the equity method, the Group recognizes its share of the
net profits or losses and other comprehensive income made by the
investee as investment income or losses and other comprehensive
income after the acquisition of the long-term equity investments,
and adjusts the carrying amount of the investment accordingly.
The Group recognizes its share of the investee's net profits or
losses after making appropriate adjustments to the investee’s net
profits based on the fair value of the investee’s identifiable assets
at the acquisition date, using the Group’s accounting policies and
periods, and eliminating the portion of the profits or losses arising
from internal transactions with its jointly controlled enterprises
and associates, attributable to the investing entity according to its
share ratio (but impairment losses for assets arising from internal
transactions shall be recognized in full). The carrying amount
of the investment is reduced accordingly based on the Group’s
share of any profit distributions or cash dividends declared by
the investee. The Group's share of net losses of the investee is
recognized to the extent the carrying amount of the investment
together with any long-term interests that in substance form part
of its net investment in the investee is reduced to zero, except that
the Group has incurred obligations to assume additional losses.
The Group adjusts the carrying amount of the long-term equity
investment for any changes in owners’ equity of the investee (other
than net profits or losses, other comprehensive income and profit
distribution) and includes the corresponding adjustments in the
shareholders’ equity.
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13.

14.

Long-term equity investments (Continued)

On disposal of the long-term equity investments, the difference
between book value and market price is recognized in profit
or loss for the current period. For long-term equity investments
under equity method, when the use of the equity method is
discontinued, other comprehensive income previously accounted
for under the equity method shall be dealt with on the same basis
as if the relevant assets or liabilities were disposed of directly by the
investee. Shareholders’ equity recognised as a result of changes in
shareholders’ equity other than the net-off of profit and loss, other
comprehensive income and profit allocation of the investee shall be
transferred in full to current profit and loss. If the equity method
remains in use, other comprehensive income previously accounted
for under the equity method shall be dealt with on the same basis
as if the relevant assets or liabilities were disposed of directly by
the investee and transferred to current profit and loss on a pro-
rata basis. Shareholders’ equity recognised as a result of changes in
shareholders’ equity other than the net-off of profit and loss, other
comprehensive income and profit allocation of the investee shall be
transferred to current profit and loss on a pro-rata basis.

Investment property

Investment property is property held to earn rentals or for capital
appreciation or both. Investment property includes a land use right
that is leased out and a building that is leased out.

An investment property is measured initially at its cost. If the
economic benefits relating to an investment property will probably
flow in and the cost can be reliably measured, subsequent costs
incurred for the property is included in the cost of the investment
property. Otherwise, subsequent costs are recognized in profit or
loss for the period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES — - B85tk NS5HbE (88)
AND ACCOUNTING ESTIMATES
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14. Investment property (Continued) 14. REMEME (E)
The Group uses the cost model for subsequent measurement of its REERARAEA LR E I F I E
investment property. Depreciation or amortization is calculated on HEITREGE  EECRASGAKA
the straight-line basis over its useful life, as follows: HALHRITES U - IR0 T ¢

Expected net rate

[tem Expected useful life (years) of residual value ~ Annual depreciation
HE TasHE A& (5F) TAHFFEE (%) EHEE(%)
Land use rights

T O A 48.5-504F years 0 2.00-2.06

Houses and buildings

BB E K2 ) 14.5-304F years 0-5 3.17-6.90
15. Fixed assets 15. BEEE

A fixed asset is recognized only when the economic benefits BrEEEFHEGEANEEN D
associated with the asset will probably flow to the Group and the AlEERANER - BEKKESH —I;E
cost of the asset can be measured reliably. Subsequent expenditure Wit 24 TR - BEETEEER
incurred for a fixed asset that meet the recognition criteria shall FANBESHE  FEZERIEHER -
be included in the cost of the fixed asset, and the carrying amount FABTEEEKAN @ WKRIFEREE
of the component of the fixed asset that is replaced shall be BMEBHHREEE TR - KRR
derecognized. Otherwise, such expenditure shall be recognized in FAEHEIEES o

profit or loss for the period in which they are incurred.

Fixed assets are initially measured at cost. The cost of a purchased B EBEEELERBKANETYHRETE - B
fixed asset comprises the purchase price, relevant taxes and any BEETEENKABEEBEEN 18
directly attributable expenditure for bringing the asset to working RE  UkAFBETEEETETE
condition for its intended use. Other than fixed assets arising A YRR AN A BIESEER
from the use and appropriation of safety funds, special reserve ZEEENEMTH - BFERIRIA
offset against the cost of fixed assets, and equivalent amounts of TEEEBKNEEEE @ IR
accumulated depreciation recognized; and certain equipment of KEEBENKATREBEIBREE 1T
the parent company, and machinery and equipment of certain ﬁ@wmﬂ >R 2EHTE L‘/{&$“
subsidiaries namely Weichai America Corp., Shaanxi Fast Gear M FRARMEILER

Co., Ltd., Baoji Fast Gear Co., Ltd. and Xi'an Fast Auto Drive @;@/ij:fr—irﬁﬁ’”ﬁﬁﬁ Al %E\é&ﬁ[;j:
Co., Ltd., for which double-declining balance method is used BEmAR AR R ETERER
for depreciation, the straight line method is adopted for the BER AT E R BT ES e
depreciation of other fixed assets. SHEIERE 2N EEEEENE

HEAELE -

WEICHAI PowER Co., LTD. e HBRMNBERLAD
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If the risks and rewards of the leased assets remains with KION
GROUP AG, a subsidiary of the Company, as the lessor under an
operating lease, the assets are reported as a separate item in the
balance sheet and, being measured at cost and are depreciated.
To fund leases, industrial trucks are generally sold by KION GROUP
AG to leasing companies. The industrial trucks are then leased
back to companies in the KION GROUP AG (head lease), who sub-
lease them to external end customers (described below as”sale
and leaseback sub-leases”). These long-term leases generally have
a term of four to five years. If, in the case of sale and leaseback
sub-leases, the risks and rewards incidental to the head lease are
substantially borne by KION GROUP AG and are not transferred to
the end customers, the corresponding assets are reported as forklift
trucks and equipment leased out (long-term) under fixed assets.
However, if substantially the risks and rewards incidental to the
head lease are transferred to the end customers, a corresponding
lease receivable is recognized. In both cases, the funding items for
these long-term customer leases, which are funded for terms that
match those of the leases, are recognized as lease liabilities.

15. Fixed assets (Continued) 15. BEEE(E)
The expected useful lives, net residual value rates and annual EBRETEEMNRGBEEASD
depreciation rates of fixed assets are presented as follows: FREXRRFFEXRIIRET
Expected Expected Annual
useful life net residual depreciation
(years) value rate (%) rate (%)
TERHE RS TEEDFEER FEX
Item 1B H () (%) (%)
Land use rights TP A indefinite & HARR 0 0
Houses and buildings FBE R EEY) 10-50 0-5 1.90-10.00
Machinery and equipment HER R 3-15 0-5 6.33-33.33
Vehicles Bk 4-10 0-5 9.50-25.00
Electronic equipment E 2-15 0-5 6.33-50.00
Other equipment HAob & 2-15 0-5 6.33-50.00
Forklift trucks and equipment T H A X R E (R ER)
leased out (long-term) 2-15 0 6.67-50.00
Forklift trucks and equipment TH ) X B R (R2A)
leased out (short-term) 2-15 0 6.67-50.00
Forklift trucks and equipment leased out (long-term) a9 X B R e (< A)

FEERENBERT ARARZTA
AJKION GROUP AGEA A ARE

HEBEMRBANRKRERE - BEE
EEVERAMFPEBEE S
BENMKATE - WEHEITE - A
ERVEF I - KION GROUP AGHRF 1
TEXEEERFZFTHERR] R
1% B 7 B 2| KION GROUP AG A £B &Y
AR(ERHEE)  BERAINIER
BEATEAIEAMHODBEM])
FAEHEE A43I5F - IMREXRAE
BEMANEAERNERRIREA S
KION GROUP AGEJE » [EIM:tbRi8:8
EHERARKRER - AlIEEEE
TABEEEEETMHAELAXEKR
H(RER) - MEEBRFEERLLS T &
R - BITER AR FE YA E5RIE o
LtREE R T - BLE & EAM T AL A9
EHRHEmEREHERAHEEARE -
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15.

WEICHAI PoWER Co.

Fixed assets (Continued)

Forklift trucks and equipment leased out (short-term)
Forklift trucks and equipment leased out (short-term) arises from
short-term rental transactions as well as the sale of industrial trucks
in relation to which significant risks and rewards remain with KION
GROUP AG ("sale with risk").

In the case of short-term rentals, Linde Material Handling Ltd
("LMH") and STILL Materials Handling Ltd (“STILL”) under KION
GROUP AG, a subsidiary group under the Company rent industrial
trucks to customers directly. Short-term rental agreements usually
have a term within one year. The significant risks and rewards
remain with the aforesaid companies. The industrial trucks
are carried at cost and depreciated over the normal useful life,
depending on the product group.

In an indirect leasing arrangement, industrial trucks are sold to
finance partners who then enter into leases with end customers.
If LMH and STILL provide material residual value guarantees or
a customer default guarantee (”sale with risk”), the trucks are
recognized as assets in the balance sheet at their cost on the date
of the sale and written down to their guaranteed residual value,
or zero, on a straight-line basis over the period until the customer
default guarantee expires. If the Company provides a residual value
guarantee to LMH and STILL, an amount equivalent to the residual
value obligation is recognized under financial liabilities.

For fixed assets leased in under finance lease, depreciation for
leased assets is provided for using policy similar to that applied to
self-owned fixed assets. When it can be reasonably determined
that the ownership of a leased asset will be obtained at the end of
the lease term, it is depreciated over the period of expected use;
otherwise, the lease asset is depreciated over the shorter period of
the lease term and its useful life.

The Group reviews the useful life and estimated net residual value
of a fixed asset and the depreciation method applied at least at
each year-end, and make adjustments if necessary.

, LTD. X NRMDERRT
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16.

17.

Construction in progress

The cost of construction in progress is determined according to
the actual expenditure incurred for the construction, including
all necessary construction expenditure incurred during the
construction period, borrowing costs that shall be capitalized
before the construction gets ready for its intended use and other
relevant expenses.

A construction in progress is transferred to fixed asset when the
asset is ready for its intended use.

Borrowing costs

Borrowing costs are interest and other costs incurred by the Group
in connection with the borrowing of the funds. Borrowing costs
include interest, amortization of discounts or premiums related
to borrowings, ancillary costs incurred in connection with the
arrangement of borrowings, and exchange differences arising from
foreign currency borrowings.

The borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are capitalized. The
amounts of other borrowing costs incurred are recognized as an
expense in the period in which they are incurred. Qualifying assets
are assets (fixed assets, investment property and inventories, etc.)
that necessarily take a substantial period of time for acquisition,
construction or production to get ready for their intended use or
sale.

The capitalization of borrowing costs commences only when all of
the following conditions are satisfied:

(1)  expenditures for the asset are being incurred,;
(2)  borrowing costs are being incurred;
(3) activities relating to the acquisition, construction or

production of the asset that are necessary to prepare the asset
for its intended use or sale have commenced.
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SstBER K B5t b5t (18)

17. Borrowing costs (Continued) 17. BEREAE)

Capitalization of borrowing costs ceases when the qualifying asset BREAELIENAEMMGHNEE

being acquired, constructed or produced becomes ready for its ERITEE A fE A E T SHE AR

intended use or sale. Any borrowing costs subsequently incurred BRERFEILEERNE - Z8BEERE
are recognized as an expense in the period in which they are KERF AR EER -

incurred.

During the capitalization period, the amount of interest to be EERMCEBERN - F a5t F

capitalized for each accounting period shall be determined as BEMNMLEH - R TIIIEREE

follows:

(1) where funds are borrowed for a specific purpose, the (1) EBEFEFAERBEREENFE
amount of interest to be capitalized is the actual interest B RAERENTTRF S
expense incurred on that borrowing for the period less any ASRE W& S RREE
bank interest earned form depositing the borrowed funds
before being used on the asset or any investment income on
the temporary investment of those funds.

(2)  where funds are borrowed for a general purpose, the (2 HAN—RER RERFTEE
amount of interest to be capitalized on such borrowings is X HEBEPIE RO N EER
determined by applying a weighted average interest rate to AN TG SR AFRE A — AR 8
the weighted average of the excess amounts of accumulated REVINRE I R G HHETE ©
expenditure on the asset over and above the amounts of
specific-purpose borrowings.

Capitalization of borrowing costs is suspended during periods in HEERGHNEEEBENEE

which the acquisition, construction or production of a qualifying ERET  BEREDFRTE LMK

asset is interrupted by activities other than those necessary to ERHERRBENEF ZINVIEE
prepare the asset for its intended use or sale, when the interruption B - B REEESBRIEA
is for a continuous period of more than 3 months. Borrowing costs B HiEERERNERE - EHE
incurred during these periods are recognized as an expense for the HEBEANERERERRER @ &
current period until the acquisition, construction or production is AEHED  BEEEEMBERREL
resumed. EEEEIFRS -

18. Intangible assets 18. BEEE

WEICHAI PoWER Co.

An intangible asset shall be recognized only when it is probable
that the economic benefit associated with the asset will flow to
the Group and the cost of the asset can be measured reliably.
Intangible assets are measured initially at cost. However, intangible
assets acquired in a business combination with a fair value that can
be measured reliably are recognized separately as intangible assets
and measured at the fair value.

, LTD. X NRMDERRT
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18.

Intangible assets (Continued)

The useful life of an intangible asset is determined according to the
period over which it is expected to generate economic benefits for
the Group. An intangible asset is regarded as having an indefinite
useful life when there is no foreseeable limit to the period over
which the asset is expected to generate economic benefits for the
Group.

The original useful lives of the intangible assets are as follows:

18. BFEEGR)
B AERREERAREH KL
MEWHBREEERSD - BERR
HERAREEGREEN SR NIES
ERZHTEENRVEE -

BREVEENRGERSGHOT

Useful life (years)

RS (F)

Technology know-how HAE R 3-20 years
3-20%F

Land use rights T fsh R 30-50 years
30-504F

Software B 2-10 years
2-10%F

License BT 3-15 years
3-15%F

Orders on hand EFETE 1-25 years
1-25%F

Customer relationship BER% 2-17 years
2-174F

Intangible assets arising from in-house research R EPFAETK BIZ A &= 5-7 years
and development 5-74F
Others Hih 3-10 years
3-10%F

Trademark rights PR A indefinite
THEE

Land use rights that are acquired by the Group are generally
accounted for as intangible assets. Buildings, such as plants that
are developed and constructed by the Group, and relevant land
use rights and buildings, are accounted for as intangible assets
and fixed assets, respectively. Payments for the land and buildings
acquired are allocated between the land use rights and the
buildings; if they cannot be reasonably allocated, all of the land use
rights and buildings are accounted for as fixed assets.

An intangible asset with a finite useful life is amortized using
the straight-line method over its useful life. For an intangible
asset with a finite useful life, the Group reviews the useful life
and amortization method at least at each year-end and makes
adjustment if necessary.
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18.

19.

WEICHAI PowER Co.,

Intangible assets (Continued)

An intangible asset with an indefinite useful life are tested for
impairment at least once every year, irrespective of whether there
is any indication that the asset may be impaired. This category of
intangible assets will not be amortized and will be reviewed every
accounting period based on its useful life. If there are evidence
indicates that its useful life is limited, the asset will be accounted
for in accordance to the policy for intangible asset with definite
useful life stated above.

The Group classifies the expenditure on an internal research and
development project into expenditure on the research phase
and expenditure on the development phase. Expenditure on the
research phase is recognized in profit or loss for the period in
which it is incurred. Expenditure on the development phase is
capitalized when the Group can demonstrate all of the following:
(i) the technical feasibility of completing the intangible asset so
that it will be available for use or sale; (i) the intention to complete
the intangible asset and use or sell it; (iii) how the intangible asset
will generate probable future economic benefits. Among other
things, the Group can demonstrate the existence of a market for
the output of the intangible asset or the intangible asset itself
or, if it is to be used internally, the usefulness of the intangible
asset; (iv) the availability of adequate technical, financial and other
resources to complete the development and the ability to use
or sell the intangible asset; and (v) its ability to measure reliably
the expenditure attributable to the intangible asset during its
development. Expenditure in the development phase that does not
meet the above criteria is recognized in profit or loss for the period
in which it is incurred.

Impairment of assets

The Group determines the impairment of assets, other than the
impairment of inventories, deferred income taxes, financial assets
and assets classified as held-for-sale, using the following methods:
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19.

Impairment of assets (Continued)

The Group assesses at the balance sheet date whether there is any
indication that an asset may be impaired. If any indication exists
that an asset may be impaired, the Group estimates the recoverable
amount of the asset and performs test for impairment. Goodwill
arising from a business combination and an intangible asset with
an indefinite useful life are tested for impairment at least at each
year-end, irrespective of whether there is any indication that the
asset may be impaired. Intangible assets that have not been ready
for intended use are tested for impairment each year.

The recoverable amount of an asset is the higher of its fair value
less costs to sell and the present value of the future cash flow
expected to be derived from the asset. The Group estimates the
recoverable amount on an individual basis. If it is not possible
to estimate the recoverable amount of the individual asset, the
Group determines the recoverable amount of the asset group to
which the asset belongs. Identification of an asset group is based
on whether major cash inflows generated by the asset group are
largely independent of the cash inflows from other assets or asset
groups.

When the recoverable amount of an asset or asset group is less
than its carrying amount, the carrying amount is reduced to
the recoverable amount. The reduction in carrying amount is
recognized in profit or loss for the current period. A provision for
impairment of the asset is recognized accordingly.

For the purpose of impairment testing, the carrying amount of
goodwill acquired in a business combination is allocated from the
acquisition date on a reasonable basis, to each of the related asset
groups; if it is impossible to allocate to the related asset groups,
it is allocated to each of the related sets of asset groups. Each of
the related asset groups or sets of asset groups is an asset group
or set of asset group that is able to benefit from the synergies of
the business combination and shall not be larger than a reportable
segment determined by the Group.
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19.

20.

21.

WEICHAI PowER Co.,

Impairment of assets (Continued)

In testing an asset group or a set of asset groups to which goodwill
has been allocated for impairment, if there is any indication of
impairment, the Group firstly tests the asset group or set of
asset groups excluding the amount of goodwill allocated for
impairment, determines the recoverable amount and recognizes
any impairment loss. After that, the Group tests the asset group or
set of asset groups including goodwill for impairment, whereby the
carrying amount of the related asset group or set of asset groups
is compared to its recoverable amount. If the carrying amount of
the asset group or set of asset groups is higher than its recoverable
amount, the amount of the impairment loss firstly reduces the
carrying amount of the goodwill allocated to the asset group or
set of asset groups, and then reduce the carrying amount of other
assets (other than the goodwill) within the asset group or set of
asset groups, pro rata on the basis of the carrying amount of each
asset.

Once the above impairment loss is recognized, it cannot be
reversed in subsequent accounting periods.

Long-term prepaid expenses
Long-term prepaid expenses are amortized using straight-line
method with amortization period as follows:
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Payroll

Payroll are all forms of consideration or compensation given
by the Group for obtaining services rendered by employees or
for terminating working relationship. Payroll include short-term
remuneration, post-employment benefits, severance benefits and
other long-term staff benefits. The benefits provided to spouses,
children, persons receiving maintenance, widows or widowers of
deceased staff and other beneficiaries are also included in payroll.
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21.

Payroll (Continued)

Short-term remuneration

Short-term remuneration actually incurred during the accounting
period in which the staff members provide services are recognized
as liability and taken to the profit and loss for the current period or
the costs of the relevant asset.

Post-employment benefits (Defined contribution
plan)

The employees of the Group participate in pension insurance
administered by local governments. The relevant expenditure is
recognized, when incurred, in the costs of relevant assets or the
profit and loss for the current period.

Post-employment benefits (Defined benefit plan)
Some overseas subsidiaries of the group operate defined benefit
pension plan, under which contributions shall be made to a
separately-administered fund. The cost of providing benefits under
the defined benefit pension plan is determined using the projected
unit credit method.

Any re-measurements arising from the defined benefit pension
plan, including actuarial gains and losses, change to the effect
on maximum assets (net of amounts included under net interest)
and return on assets under the plan (net of amount included
under net interest), are recognized immediately in balance
sheet, and included as incurred in owners’ equity through other
comprehensive income. No reversal to profit or loss will be made in
subsequent periods.

Previous service costs are recognized as expenses for the current
period on the earlier of the following dates: when amendments are
made to the defined benefit plan; or when the Group recognizes
the relevant reorganization costs or severance benefits.
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21.

22.

WEICHAI PowER Co.,

Payroll (Continued)

Post-employment benefits (Defined benefit plan)
(Continued)

Net interest is calculated by multiplying the net liabilities or net
assets under the defined benefit plan with the discount rate.
Changes in the net obligations under the defined benefit plan
are recognized under cost of sales, general and administrative
expenses and finance expenses in the income statement. Costs of
services include costs of services for the current period, costs of
services for previous periods, and gains or losses on settlement. Net
interest includes interest income accrued upon assets under the
plan, interest expenses incurred due to obligations under the plan,
and interest under the effect of maximum assets.

Severance benefits

Where the Group provides severance benefits to its employees,
payroll payable arising from such severance benefits are recognized
on the earlier of the following dates and included in profit or loss
for the current period: when the company is unable to unilaterally
withdraw the severance benefits provided under its plan to
terminate working relationship with employees or redundancy
plan; or when the company recognizes costs or expenses relating
to reorganization involving the payment of severance benefits.

Other long-term staff benefits

For other long-term staff benefits provided to staff members, the
provisions for post-employment benefits apply for recognizing
and measuring the net liabilities or net assets for other long-term
staff benefits, but movements are taken to profit and loss for the
current period or the costs of the relevant assets.

Provisions
Except for contingent consideration transferred and contingent
liability assumed in business combinations not involving entities
under common control, the Group recognizes an obligation related
to a contingency as a provision when all of the following conditions
are satisfied:

(1)  the obligation is a present obligation of the Group;
(2) itis probable that an outflow of economic benefits from the
Group will be required to settle the obligation;

(3) the amount of the obligation can be measured reliably.
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22.

23.

Provisions (Continued)

A provision is initially measured at the best estimate of the
expenditure required to settle the related present obligation,
with comprehensive consideration of factors such as the risks,
uncertainty and time value of money relating to a contingency. The
carrying amount of a provision is reviewed at the balance sheet
date. If there is clear evidence that the carrying amount does not
reflect the current best estimate, the carrying amount is adjusted
to the best estimate.

A contingent liability recognized in a business combination from
the acquiree is initially measured at its fair value. Subsequently, it is
measured at the higher of (i) the amount that would be recognized
in accordance with the general guidance for provisions above;
and (ii) the amount initially recognized less, when appropriate,
cumulative amortization recognized in accordance with the
guidance for revenue recognition.

Share-based payments

Share-based payments can be distinguished into equity-settled
share-based payments and cash-settled share-based payments.
Equity-settled share-based payments are transactions of the Group
settled through the payment of shares or other equity instruments
in consideration for receiving services.

Equity-settled share-based payments made in exchange for
services rendered by employees are measured at the fair value
of equity instruments granted to employees. Instruments which
are vested immediately upon the grant are charged to relevant
costs or expenses at the fair value on the date of grant and the
capital reserve is credited accordingly. Instruments of which
vesting is conditional upon completion of services or fulfillment
of performance conditions are measured by recognizing services
rendered during the period in relevant costs or expenses and
crediting the capital reserve accordingly at the fair value on the
date of grant according to the best estimates conducted by the
Group at each balance sheet date during the pending period based
on subsequent information such as latest updates on the change
in the number of entitled employees and whether performance
conditions have been fulfilled, and etc. For the fair value of equity
instruments, see Note XI.
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23.

WEICHAI PowER Co.,

Share-based payments (Continued)

The cost of equity-settled transactions is recognised, together
with a corresponding increase in capital reserve, over the period
in which the performance and service conditions are fulfilled. The
cumulative expense recognised for equity-settled transactions at
the end of each reporting period until the vesting date reflects the
extent to which the vesting period has expired and the Group’s
best estimate of the number of equity instruments that will
ultimately vest.

No expense is recognised for awards that do not ultimately vest
because of the failure to satisfy non-market conditions and/
or service term conditions. Where the share-based payment
agreement stipulates market conditions or non-vesting conditions,
it is treated as being able to be vested irrespective of whether or
not the market conditions or non-vesting conditions are satisfied,
provided that all other conditions about results of performance
and/or conditions about service term are satisfied.

Where the terms of an equity-settled share-based payment are
modified, as a minimum, services obtained are recognized as if the
terms had not been modified. In addition, an expense is recognized
for any modification which increases the total fair value of the
instrument granted, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not
yet recognized for the award is recognized immediately. Where
employees or other parties are permitted to choose to fulfill non-
vesting conditions but have not fulfilled during the pending period,
equity-settled share-based payments are deemed cancelled.
However, if a new award is substituted for the cancelled award,
and designated as a replacement award on the date that it is
granted, the new awards are treated as if they were a modification
of the original award.
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23.

24.

Share-based payments (Continued)

A cash-settled share-based payment shall be measured in
accordance with the fair value of liability calculated and confirmed
based on the shares or other equity instruments undertaken by the
Group. Initial measurement is based on fair value as at the date of
grant, and reference is made to the terms and conditions attached
to the equity instruments. Refer to Note XI. If the right may be
exercised immediately after the grant, the fair value of the liability
undertaken by the enterprise shall, on the date of the grant, be
included in the relevant costs or expenses, and the liabilities shall
be increased accordingly. If the right may not be exercised until the
vesting period comes to an end or until the specified performance
conditions are met, on each balance sheet date within the vesting
period, the services obtained in the current period shall, based on
the best estimate of the information about the exercisable right,
be included in the relevant costs or expenses at the fair value of
the liability undertaken by the enterprise, and the liabilities shall
be increased accordingly. On each balance sheet date prior to
settlement of the relevant liabilities and on the settlement date,
the fair value of the liability is re-measured and any change of fair
value is taken to profit or loss for the current period.

Revenue

Revenue is recognized only when it is probable that the associated
economic benefits will flow to the Group, its amount can be
measured reliably, and the following conditions are satisfied.

Revenue From the Sales of Goods

Revenue is recognized when the Group has transferred to the
buyer the significant risks and rewards of ownership of the goods;
the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective
control over the goods sold; and the associated costs incurred or
to be incurred can be measured reliably. The amount of revenue
arising from the sale of goods is determined in accordance with
the consideration received or receivable from the buyer under
contract or agreement, except where the consideration received
or receivable under contract or agreement is not fair. Where the
consideration receivable under contract or agreement is deferred,
such that the arrangement is in substance of a financing nature,
the amount of revenue arising on the sale of goods is measured
at the fair value of the consideration receivable under contract or
agreement .
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24.

WEICHAI PowER Co.,

Revenue (Continued)

Revenue From the Rendering of Services

When the outcome of a transaction involving the rendering of
services can be estimated reliably at the balance sheet date,
revenue associated with the transaction is recognized using the
percentage of completion method, or otherwise, the revenue is
recognized to the extent of costs incurred that are expected to
be recoverable. The outcome of a transaction involving rendering
of services can be estimated reliably when all of the following
conditions are satisfied: the amount of revenue can be measured
reliably; it is probable that the associated economic benefits will
flow to the Group; the stage of completion of the transaction can
be measured reliably; the costs incurred and to be incurred for the
transaction can be measured reliably. The Group determines the
stage of completion of a transaction involving the rendering of
services by using the proportion of costs incurred to date to the
estimated total costs. The total service revenue on a transaction
involving rendering of services is determined in accordance with the
consideration received or receivable from the recipient of services
under contract or agreement, except where the consideration
received or receivable under contract or agreement is not fair.

Revenue from the rendering of services is recognized during
the accounting period in which the services are rendered. For
the rendering of services across periods, the recognition shall
be in proportion to the percentage of completion, namely the
completion schedule of transaction. Revenue from long-term
service agreements is recognized in stages based on the average
terms of service agreements and accrued costs.

Revenue from financial service transactions is recognised in the
amount of the sale value of the leased asset if classified as a
finance lease and in the amount of the lease payments if classified
as an operating lease. If industrial trucks are first sold to and
then leased back from a finance partner to refinance leases, the
selling margin in connection with an operating lease sub-lease is
deferred and recognised as revenue in profit or loss over the term
of the refinancing. As part of the financial services provided by the
company, industrial trucks are also sold to finance partners who
then enter into leases directly with the end customer (‘indirect end
customer finance’). If significant risks and rewards remain with the
company as a result of an agreed residual value guarantee that
accounts for more than 10 per cent of the asset’s value or as a
result of an agreed customer default guarantee (‘sale with risk’),
the proceeds from the sale are deferred and recognised as revenue
on a straight-line basis over the term until the residual value
guarantee or the default guarantee expires.
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24.

25.

Revenue (Continued)

Revenue From the Rendering of Services (Continued)
Where the contracts or agreements entered into with other entities
cover the sale of goods or provision of services, the portion of sale
of goods and the portion of provision of services are dealt with
separately if the two portions can be distinguished and separately
measured. If the two portions cannot be distinguished, or can be
distinguished but cannot be separately measured, such contract is
fully taken as to relate to sale of goods.

Interest Income

It is determined according to the length of time for which the
Group’s cash and cash equivalents is used by others and the
effective interest rate.

Royalty Income
It is determined according to period and method of charging as
stipulated in the relevant contract or agreement.

Lease Income

Lease income from operating leases is recognized on a straight-line
basis over the lease term. Contingent rents are charged to profit or
loss in the period in which they actually arise.

Government grants

Government grant is recognized when the Group can comply
with the conditions attached to it and it can be received. If a
government grant is in the form of a transfer of a monetary
asset, it is measured at the amount received or receivable. If a
government grant is in the form of a transfer of a non-monetary
asset, it is measured at fair value; if fair value is not reliably
determinable, it is measured at a nominal amount.

Government grants for purchasing, building or forming long-term
assets in other methods regulated in government documents are
recognized as government grants related to assets. Judgments
should be made based on the necessary basic conditions for
obtaining the government grants when government documents
are unclearly stated. Government grants with purchasing, building
or forming long-term assets in other methods as basic conditions,
are recognized as government grants related to assets, whereas
the rest as government grants related to income.
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25.

26.

WEICHAI PowER Co.,

Government grants (Continued)

A government grant related to income is accounted for as follows:
(a) if the grant is a compensation for related expenses or losses
to be incurred in subsequent periods, the grant is recognized as
deferred income, and recognized in profit or loss over the periods
in which the related costs are recognized; (b) if the grant is a
compensation for related expenses or losses already incurred, it
is recognized immediately in profit or loss for the current period.
A government grant related to an asset shall be recognized as
deferred income, and evenly amortized to profit or loss for the
current period over the useful life of the related asset. However,
a government grant measured at a nominal amount is recognized
immediately in profit or loss for the current period.

Income tax

Income tax comprises current and deferred tax. Income tax is
recognized as income or an expense in profit or loss for the current
period, or recognized directly in shareholders’ equity if it arises
from a business combination or relates to a transaction or event
which is recognized directly in shareholders’ equity.

The Group measures a current tax asset or liability arising from
the current and prior period based on the amount of income tax
expected to be paid by the Group or returned by tax authority
calculated by related tax laws.

For temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts, and
temporary differences between the carrying amounts and the
tax bases of items, the tax bases of which can be determined for
tax purposes, but which have not been recognized as assets and
liabilities according to the tax laws, deferred taxes are provided
using the liability method.
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26.

Income tax (Continued)
A deferred tax liability is recognized for all taxable temporary
differences, except:

(1) where the taxable temporary differences arise from the
initial recognition of goodwill, or the initial recognition of an
asset or liability in a transaction which contains both of the
following characteristics: (i) the transaction is not a business
combination; and (ii) at the time of the transaction, it affects
neither accounting profit nor taxable profit or deductible
loss.

(2) in respect of taxable temporary differences associated with
investments in subsidiaries, jointly-controlled enterprises and
associates, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the
temporary differences will not be reversed in the foreseeable
future.

A deferred tax asset is recognized for deductible temporary
differences, carryforward of deductible tax losses from prior years
and tax credits, to the extent that it is probable that future taxable
profit will be available against which the deductible temporary
differences, and deductible tax losses and tax credits can be
utilized, except:

(1) where the deductible temporary differences arises from a
transaction that is not a business combination and, at the
time of the transaction, neither the accounting profit nor
taxable profit or deductible loss is affected.

(2) in respect of the deductible temporary differences associated
with investments in subsidiaries, associates and jointly-
controlled enterprises, a deferred tax asset is only recognized
to the extent that it is probable that the temporary
differences will be reversed in the foreseeable future and
taxable profit will be available against which the deductible
temporary differences can be utilized in the future.
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26.

27.

WEICHAI PowER Co.,

Income tax (Continued)

At the balance sheet date, deferred tax assets and liabilities are
measured at the tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, according to the
requirements of tax laws. The measurement of deferred tax assets
and deferred tax liabilities reflects the tax consequences that would
follow from the manner in which the Group expects at the balance
sheet date, to recover the assets or settle the liabilities.

The carrying amount of deferred tax assets is reviewed at the
balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available
in future periods to allow the deferred tax assets to be utilized.
Unrecognized deferred tax assets are reassessed at the balance
sheet date and are recognized to the extent that it has become
probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be recovered.

Deferred tax assets and deferred tax liabilities presented on a
net basis are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities on a net basis and
the deferred taxes relate to the same taxable entity and the same
taxation authority.

Leases

A finance lease is a lease that transfers in substance all the risks
and rewards incidental to ownership of an asset. An operating
lease is a lease other than a finance lease.

In the Case of the Lessee of an Operating Lease
Lease payments under an operating lease are recognized by a
lessee on a straight-line basis over the lease term, and either
included in the cost of the related asset or charged to profit or loss
for the current period. Contingent rents are charged to profit or
loss in the period in which they actually arise.
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27.

28.

Leases (Continued)

In the Case of the Lessor of an Operating Lease

Rent income under an operating lease is recognized by a lessor on
a straight-line basis over the lease term, through profit or loss for
the current period. Contingent rents are charged to profit or loss in
the period in which they actually arise.

In the Case of the Lessee of a Finance Lease

At the commencement of lease term, for an asset leased in
under finance lease, the difference between the book value of
the leased-in asset, which is determined as the lower of the fair
value of such leased asset as at the commencement of lease term
and the present value of minimum lease payments, and the book
value of long-term payables, which is determined as the minimum
lease payments, is treated as unrecognized finance costs which
is apportioned to the leasing period using effective interest rate
method. Contingent rents are charged to profit or loss in the
period in which they actually arise.

In the Case of the Lessor of a Finance Lease

At the commencement of lease term, for an asset leased out
under finance lease, the book value of finance lease receivable is
measured at the sum of minimum lease receipts and initial direct
costs, whilst risk exposure shall be recorded simultaneously; and
unrealized finance income shall be measured at the difference
between the sum of minimum lease receipt, initial direct costs
and risk exposure, and its present value. These are recognized
using effective interest rate method during the leasing period.
Contingent rents are charged to profit or loss in the period in
which they actually arise.

Hedge accounting
For the purpose of hedge accounting, the Group adopts cash flow
hedging against interest rate risks and exchange rate risks.

Cash flow hedges when hedging the exposure to variability in
cash flows that is either attributable to a particular risk associated
with a recognised asset or liability or a highly probable forecast
transaction, or a foreign currency risk in an unrecognised firm
commitment.
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28.

WEICHAI PowER Co.,

Hedge accounting (Continued)

At the inception of a hedge relationship, the Group formally
designates and documents the hedge relationship to which the
Group wishes to apply hedge accounting, the risk management
objective and its strategy for undertaking the hedge. The
documentation includes identification of the hedging instrument,
the hedged item or transaction, the nature of the risk being
hedged and how the Group will assess the hedging instrument’s
effectiveness in offsetting the exposure to changes in the hedged
item’s fair value or cash flows attributable to the hedged risk. Such
hedges are expected to be highly effective in achieving offsetting
changes in fair value or cash flows and are assessed on an ongoing
basis to determine that they actually have been highly effective
throughout the financial reporting periods for which they were
designated.

Hedges which meet the strict criteria for hedge accounting are
accounted for as follows:

Cash flow hedges

The effective portion of the gain or loss on the hedging instrument
is recognised directly in other comprehensive income, while the
ineffective portion is recognised immediately in profit or loss.

Amounts recognized in other comprehensive income are
transferred to profit or loss when the hedged transaction affects
profit or loss, such as when hedged financial income or financial
expense is recognised or when a forecast sale occurs. If the
hedged item is the cost of a non-financial assets or non-financial
liability, the amount that would otherwise be recognized in other
comprehensive income is transferred out in the same period as the
profit or loss of that non-financial assets or non-financial liability,
and recognized in profit or loss in current period.

If the hedging instrument expires or is sold, terminated or exercised
(with the expiry of rollover of the hedging strategic component
or unfulfilled replacement or the termination of processing of the
contract), if its designation as a hedge is revoked, or if the hedge
no longer fulfills the accounting requirement of a hedge, the
amounts previously taken to other comprehensive income remain
in other comprehensive income until the forecast transaction or
firm commitment occurs or is fulfilled in actual terms.
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29.

30.

31.

32.

Repurchase of shares

Consideration and transaction costs paid for the repurchase of
the Company’s own equity instruments are charged against
shareholders’ equity. Other than share-based payments, issuance
(including refinancing), repurchase, sale or cancellation of its own
equity instruments is treated as change in equity.

Profit appropriation
Interim and final cash dividends are recognized as liabilities upon
approval by shareholders in general meeting.

Safety funds

Safety funds provided for as required were included in cost of
product or the current profit and loss, and credited in special
reserve. And the funds are treated separately depending on
whether fixed assets are resulted when being used: funds related
to expenditure is offset against special reserve directly while those
forming fixed assets will consolidate expenditure incurred and
recognized as fixed assets when such assets are ready for their
intended use, at the same time offsetting equivalent amounts
in the special reserve and recognizing equivalent amounts of
accumulated depreciation.

Fair value measurement

The Group measures its derivative financial instruments and listed
equity investments at fair value at each balance sheet date. Fair
value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement
is based on the presumption that the transaction to sell the asset
or transfer the liability takes place either in the principal market
for the asset or liability, or in the absence of a principal market,
in the most advantageous market for the asset or liability. The
principal or the most advantageous market must be accessible by
the Group at the measurement date. The fair value of an asset or a
liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.
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32.

WEICHAI PoWER Co.

Fair value measurement (Continued)

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its
highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs only under
the circumstances where such relevant observable inputs cannot be
obtained or practicably obtained.

Al assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole: Level 1 —
based on quoted prices (unadjusted) in active markets for identical
assets or liabilities that the entity can access at the measurement
date; Level 2 — based on inputs other than inputs within Level
1 that are observable for the asset or liability, either directly or
indirectly; Level 3 — based on input for the asset or liability that is
not based on observable market data.

For assets and liabilities that are recognized in the financial
statements at fair value on a recurring basis, the Group re-assess
them at each balance sheet date to determine whether transfers
have occurred between levels in the hierarchy.
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33.

34.

Segment reporting

The Group identifies operating segments based on the internal
organization structure, managerial requirements and internal
reporting system, identifies reportable segments based on
operating segments and discloses segment information by
operating segment.

An operating segment is a component of the Group that meets all
the following conditions:

(1) it engages in business activities from which it may earn
revenues and incur expenses;

(2)  its operating results are regularly reviewed by the Company’s
management to make decisions about resources to be
allocated to the segment and assess its performance;

(3) the Group is able to obtain relevant accounting information
such as its financial position, operating results and cash flows
of such segment.

If two or more segments have similar economic characteristics and
meet certain conditions, then they can be aggregated into a single
operating segment.

Significant accounting judgments and estimates

The preparation of the financial statements requires management
to make judgments, estimates and assumptions that will affect the
reported amounts and disclosure of revenue, expenses, assets and
liabilities, and the disclosure of contingent liabilities at the balance
sheet date. However, uncertainty about these estimates and
assumptions could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgments

In the process of applying the Group’s accounting policies,
management has made the following judgments which have
significant effect on the amounts recognized in the financial
statements.
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WEICHAI PowER Co., LTD.

AND ACCOUNTING ESTIMATES
(CONTINUED)
34. Significant accounting judgments and estimates

(Continued)

Judgments (Continued)

Confirmation of Functional Currency

Since the Company owns a number of overseas subsidiaries,
associates and branch organizations, when recognizing its
functional currency, multiple factors are taken into consideration
to recognize the major economic environment of their operating
locations. Under circumstances with multiple factors and no
obvious functional currency, the Group uses judgment to confirm
its functional currency. Such judgment is the best to reflect
economic influence of the underlying transactions, events and
environment.

Finance lease — in the case of the lessor

Leases where all risks and rewards relating to the ownership of the
assets are substantially transferred are referred to as finance leases.
The Group does not retain all substantial risks and rewards of the
ownership of these leased assets, and thus they are regarded as
finance leases.

Operating lease — in the case of the lessor

The Group has entered into leasing contracts for its investment
properties, certain intangible assets and certain fixed assets. The
Group is of the opinion that, according to the terms of such leasing
contracts, the Group has retained all material risks and returns of
ownership of these investment properties, intangible assets and
fixed assets and therefore they are accounted for as operating
lease.

Estimation Uncertainty
The key assumptions concerning the future and other key sources
of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the future accounting
periods, are discussed below.
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34.

Significant accounting judgments and estimates
(Continued)

Estimation Uncertainty (Continued)

Impairment of goodwill and trademarks

The Group determines whether goodwill and trademarks with
indefinite useful life are impaired at least on an annual basis. This
requires an estimation of the value in use of the asset group to
which goodwill and trademarks are allocated. Estimating the value
in use requires the Group to make an estimate of the expected
future cash flows from the asset group and also to choose a
suitable discount rate in order to calculate the present value of
those cash flows.

Defined benefit plans

The management of the Group recognizes defined benefit plans
liabilities based on calculating model of the present value of the
defined benefit liabilities less fair value of the planned assets. The
present value of defined benefit liabilities comprises of various
assumptions, including term of benefits and discount rate.
Inconsistency between the future events and such assumptions
may subject the defined benefit plans liabilities on the balance
sheet date to material adjustment.

Fair value

Fair value of derivatives as at the balance sheet date is calculated
by the management of the Group based on models. In the course
of business combination, fair value of identifiable net assets as of
the acquisition date is assessed. The aforesaid calculation is on the
basis of some assumptions. Fair value may differ significantly if
future events deviate from such assumptions.

Impairment of available-for-sale financial assets

The Group classifies certain assets as available-for-sale financial
assets and directly recognizes movements of their fair values
in other comprehensive income. When the fair value declines,
management makes assumptions about the decline in value
to determine whether there is an impairment loss that shall be
recognized in the income statement.
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IIT.SIGNIFICANT ACCOUNTING POLICIES — - B85tk NS5HbE (88)

172

AND ACCOUNTING ESTIMATES
(CONTINUED)

34.

WEICHAI PowER Co., LTD.

Significant accounting judgments and estimates
(Continued)

Estimation Uncertainty (Continued)

Impairment of non-current assets other than financial
assets (other than goodwill and trademark with uncertain
lifetime)

The Group assesses whether there are any indication of impairment
for all non-current assets other than financial assets at the balance
sheet date. Intangible assets with indefinite useful lives are tested
for impairment annually and at other times when such indication
exists. Other non-current assets other than financial assets are
tested for impairment when there are indication that the carrying
amounts may not be recoverable. Where the carrying amount
of an asset or asset group is higher than its recoverable amount
(i.e. the higher of the net of its fair value less costs to sell and the
present value of the future cash flows expected to be derived from
it), it is indicated that such asset or asset group is impaired. The net
of the fair value less costs to sell is determined with reference to
the price in sales agreement or observable market price of similar
assets in arm’s length transaction, adjusted for incremental costs
that would be directly attributable to the disposal of the asset or
asset group. When calculating the present value of expected future
cash flows from an asset or asset group, the management shall
estimate the expected future cash flows from the asset or asset
group and choose a suitable discount rate in order to calculate the
present value of those future cash flows.

Deferred tax assets

Deferred tax assets are recognized for all unused deductible
temporary differences and deductible losses to the extent that it
is probable that taxable profit will be available against which the
deductible temporary differences and deductible losses can be
utilized. Significant management judgment is required to determine
the amount of deferred tax assets that can be recognized, based
upon the likely timing and level of future taxable profit together
with future tax planning strategies.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

34.

Significant accounting judgments and estimates
(Continued)

Estimation Uncertainty (Continued)

Net realizable values of inventories

The net realizable values of inventories are based on the saleability
of the evaluated inventory and their net realizable values.
The management’s judgments and estimates are required for
determining inventory impairment on the basis of clear evidence,
purpose of holding the inventories, effect of subsequent events
and other factors. The difference between the actual outcome and
original estimate will affect the carrying amount of inventories and
provision and reversal of decline in value of inventories during the
estimated revision period.

Bad debt provision for receivable

Bad debt provision for receivable is based on the recoverability of
assessed receivable. The management’s judgments and estimates
are required for determining bad debt provision for receivable. The
difference between the actual outcome and original estimate will
affect the carrying amount of receivable and bad debt provision
for receivable and reversal of such provision during the estimated
revision period.

Recognition of provision

The Group uses contract terms, existing knowledge and historical
experience, to estimate and recognize the provision for product
quality assurance. On condition that such contingent matters have
formed a present obligation and the discharge of which is probable
to give rise to an outflow of the Group’s economic benefits, the
Group recognizes the best estimate.

Estimated useful lives of fixed assets and intangible assets

The Group reviews the estimated useful lives of fixed assets and
intangible assets at least once at the end of the year. Estimated
useful lives are determined by the management based on
historical experience of similar assets and expected technological
advancement. Corresponding adjustment to depreciation expenses
for future periods will be made in case of substantial changes in
previous estimates.

B ISR RMIEE(E)
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IV,

174

TAXATION

2016 12A31H (A% T)

09 - #RI8

1. Major categories of taxes and respective tax rates 1. FEHERBIR

Value-added tax (VAT)
HEH

Business tax
BN

City maintenance and construction tax

T HE R AR

Education surcharge

HE B

Local education surcharge

#h732A B M 0

Corporate income tax

RERPTEH

For the Group’s PRC subsidiaries, output VAT is calculated by applying
17%, 11% and 6% to the taxable income for normal taxpayers, but the
Group may pay it after deducting deductible input VAT for the current
period.

REERAFRA—RATARETIART% ~ 1% ~ 6% R
HEHIET - IR B AR TR SR /0 Z R AT OS (E T -
The basis of computation and applicable rate of VAT primarily applicable
to major overseas subsidiaries of the Group are set out below:
REBIRINF AR EZEARILETATKIE ERBRESIROT

Basis of computation Applicable country  Tax rate
SRR IE BRBER H=
Amount of taxable added-value Germany 19%
JENTILERE =R

Value-added tax rates applicable in other countries follow the tax laws
and regulations in force in the respective countries.
H B SIS ERT R BEE T EERERETE

For the Group's PRC subsidiaries, it is calculated by applying 5% to the
taxable income. With effect from 1 May 2016, the change from business
tax to value-added tax was implemented.

REBIRAR AIZETRA RIS %t #E %D - 5201655518 © M
ST VSRR ET o

It is levied at 7% or 5% on the actual turnover taxes paid.

RERGANRRBTAT % HE%T4 -

It is levied at 3% on the actual turnover taxes paid.

RERBARREBTHA3%TH -

It is levied at 2% on the actual turnover taxes paid.

RERSANRRBTHN2%ET8 -

It is levied at 15% or 25% on the taxable profit, except that for oversea
subsidiaries, it is levied at the statutory tax rate of the countries or regions
in which the subsidiaries operate.

BREINFRBHREFTERIR - @ A AER R EIN - EMSTIRRE
MRS REA15% 3025 % T4 °

The basis of computation and applicable rate of corporate income tax
primarily applicable to major overseas subsidiaries of the Group are set
out below:
REERIIEZFRAEZFEANBEMMEVTRE LERT RS
W

Basis of computation Applicable country 2016
BRI BRABER 2016FE
Amount of taxable income Germany  30.85%
JEMTLPTIS R =

Income tax rates applicable in other countries follow the tax laws and
regulations in force in the respective countries. Certain oversea subsidiaries
enjoy tax benefits in pursuant to the local tax policies.
HMBRPGHT R BEE TG ERERETE o FLBINFRRIER
B AT WBOR = A B -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

IV, TAXATION
2.

(CONTINUED)

Tax benefits

Value-added tax

In accordance with the Notice Concerning Exemption from Value-
added Tax and Consumption Tax applicable to Special-purpose
Military Vehicles (BN E B EER R G ERFTEET AR
4N)) issued by MOF and State Administration of Taxation, the sale
of special-purpose military vehicles to army and armed police by
Shaanxi Heavy-duty Motor Co., Ltd., a subsidiary of the Company, is
exempted from value-added tax.

Preferential corporate income tax for the Company

The Company was recognized as a high-tech enterprise on 27
November 2008. The Company continued recognized as a high-
tech enterprise in 2015 and is therefore entitled to enjoy a
preferential income tax rate of 15% from 1 January 2014 to 31
December 2016.

Preferential corporate income tax for the domestic
subsidiaries of the Company

Weichai Power (Weifang) Reconstruction Co., Ltd. was re-
recognized as a high-tech enterprise in 2016 and was therefore
entitled to enjoy a preferential income tax rate of 15% from 1
January 2016 to 31 December 2018.

Shaanxi Hande Axle Co., Ltd. and Zhuzhou Torch Sparkplugs Co.,
Ltd. were recognized as high-tech enterprises and are therefore
entitled to enjoy a preferential income tax rate of 15% from 1
January 2015 to 31 December 2017.

Shaanxi Heavy-duty Motor Co., Ltd., Shaanxi Fast Gear Co., Ltd.,
Shaanxi Automobile Huainan Special Vechicles Co., Ltd., Baoji Fast
Gear Co., Ltd., Zhuzhou Gear Co., Ltd. (kM EsERBRETAE]),
Zhuzhou Torch Machinery Manufacturing Co., Ltd., Zhuzhou Euro
Grace Gear Automotive Transmission Co., Ltd. (#k M EUE i &= 8)
%15 BBR A F] ), Weichai Power Yangzhou Diesel Engine Co., Ltd.
(B N BN B AR E T AR ) and Shanghai He Da Auto
Accessory Co., Ltd. ( /8 M ZE )T FE 4 H R 2 Al ), were again
recognized as high-tech enterprises and are therefore entitled to
enjoy a preferential income tax rate of 15% from 1 January 2014
to 31 December 2016.

B ISR RMIEE(E)
2016 12A31H (A% T)

00 - iRIA(4E)

2.

BUER

IEEH
ARARZFRAROERTEBERA
AIRRE AR - BRI ARCERNE
AEEERAEEERMEENNE
FHERER - RESKERNER
FREERPEURER

AR EJERAEFER
ANATIR2008E11 A27BERABEAS
% 2015F AR EERBS
FIEMCERE  B2014F1A18E
2016512 A31BZX 15% TS FiE
B o

KA FTEAT R AL LFETHE
=

LB O BREBR A AR
016 F EFMESTIEMBEEELS
H2016%F1H1H=2018F 12 A31H
ZEXI5%MEHEBRRE -

PRPTEZEB AR A & MRMNAEALE
AEEBRETRARC BB S FHEIN
PERT - B2015F1818E201746
12A31BER15%MEFHRERRE -

RABERTHGR DA - REALR

HERERAEAR  BUTEREAS
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IV,

176

TAXATION (CONTINUED)
2.

WEICHAI PowER Co.,

Tax benefits (Continued)

Preferential corporate income tax for the domestic
subsidiaries of the Company (Continued)

Pursuant to the requirement of Cai Shui [2015] No. 34, Shaanxi
Fast Automotive Components Import and Export Company Limited
meets the criteria of a low-margin small-scale industrial enterprise
and is subject to corporate income tax at the reduced rate of 20%
based on its taxable income which is taken as 50% of its income
(equivalent to a 10% tax rate for corporate income tax).

Pursuant to the requirement of the Notice Concerning Issues on
Taxation Policies Relating to the Thorough Implementation of
China’s Strategy of Western Development (Cai Shui Fa No. [2011]
58) ( BARNR AN B HE 78 50 A 5 25 B RS A BA R IBUR R RE YR A0 ) )
promulgated by MOF, the State Administration of Taxation and
the General Administration of Customs dated 27 July 2011, the
following companies have implemented preferential tax policy of
15% for the Western Development:

. Shaanxi Heavy-duty Motor Co., Ltd., Shaanxi Hande Axle
Co., Ltd., Shaanxi Jinding Casting Co., Ltd., Xi'an Fast Auto
Drive Co., Ltd., Shaanxi Fast Gear Co., Ltd., Baoji Fast Gear
Co., Ltd. and Weichai (Chongging) Automotive Co., Ltd.

o Pursuant to the requirement of the Announcement
concerning the Cancellation of 22 Matters of Approvals
About Non-administrative Permissions to be Sought for
Taxation Issues” numbered 58 of 2015 issued by the State
Administration of Taxation on 18 August 2015, for those
companies entitled to the preferential tax treatment at 15%
under the western development strategy of China, only filing
is required instead of approval. All the aforesaid companies
have passed the examination of 2015 Taxation Filing, and
they are expected to be entitled again to enjoy a preferential
policy for the Western Development in 2016.

LTo. #XRBNBRMERLET

B ISR RMEE(EE)
2016 12A31H (A% T)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS

1.

2.

Cash and cash equivalents

Cash at bank EFERE
Bank deposits RITIER
Other cash and cash equivalents HEKES

B ISR RMIEE(E)
2016 12A31H (A% T)

h - BHIBEHREEZIREHRE

HHES

2016 2015
20165 20154

6,416,580.43 4,974,113.23
21,589,174,946.34  20,433,475,510.07
5,527,390,328.56 4,418,059,454.18

27,122,981,855.33  24,856,509,077.48

As at 31 December 2016, the other cash and cash equivalents of
the Group amounted to RMB5,524,149,950.11 (31 December
2015: RMB3,701,851,413.05), all of which are used in letter of
guarantee and security monies for special accounts such as bank
acceptance bills and letter of credit.

As at 31 December 2016, the Group held cash and cash
equivalents of RMB1,902,795,631.23 (31 December 2015:
RMB1,455,545,954.37), which were deposited overseas.

Interest income earned on bank current deposits is calculated
by using current deposit interest rate of the bank. The deposit
periods for time deposits vary from seven days to twelve months
depending on the cash requirements of the Group, and earn
interest income at respective deposit interest rates of the bank.

Financial assets at fair value through profit or loss

Forward contracts EHER
Cross currency interest rate swap instruments RXEBHEEHTA
(Note V.65) (FiF - 65)

R2016F 128318 AEEHMEK
Ee&H B85 ARMES524,149,950.11
L (2015%4 128318 : AR
3,701,851,413.057T ) FA MR 1 A Kz 3%
BIRITERLER - ZRAESEFLMHE
GFHRESD -

R2016F 12 A31H » XEEBEF K
RBIHEEESTEARER
1,902,795,631.23 70 (20154F 12 A 31
B : #T& AR R1,455,545,954.37

JC) °

RITE BT FIRIRIRITIE T HRA X
BSHBWA - ERERNFHRBET7
RERBANE  KAKENREFH
RME - WL FRAE A IRTT R A &
HUSHSUA -

UAABENEEHBEH AR
WRENERAE

2016 2015
20165 20154

75,559,618.80

37,867,082.40

53,736,404.70 =

129,296,023.50 37,867,082.40
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTEsS 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
3. Notes receivable

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)
3. EBWEER

2016
20165

2015
20154

Bank acceptance bills RITEHESR 16,738,403,958.52 9,237,895,961.12
Commercial acceptance bills EEAHEEZ 4,470,316.00 38,295,000.00
16,742,874,274.52 9,276,190,961.12

Notes receivable that were pledged are presented as follows:

Hep - DEWNEREENT

2016

2015

20165 20154

Bank acceptance bills RITRRESR

5,263,763,893.86 2,511,424,512.27

Notes receivable which had been endorsed but not yet expired as

EEEEHEEEABRA MDD

at the balance sheet date are presented as follows: FEWEHBINT :
2016 2015
20165 20154
Derecognition No derecognition Derecognition  No derecognition
RILHER REILHRER KRR RRIEFER
Bank acceptance bills RITERGEZ 3,868,438,322.72 - 2,907,870,084.96 =
Commercial acceptance bills REELEZ 4,345,132.00 4,470,316.00 - 6,893,000.00
3,872,783,454.72 4,470,316.00 2,907,870,084.96 6,893,000.00

Notes receivable already discounted but not yet expired as at the
balance sheet date are presented as follows:

EMREHEEERGBRAEKRIIHN

R :
2016 2015
20165 20155
Derecognition No derecognition Derecognition  No derecognition
RALLHER RILHER AR IERERR
44,487,805.36 -

Bank acceptance bills BITAHES

5,170,000.00 -

As at 31 December 2016, the Group has not transferred any notes
into accounts receivable due to issuers’ failure in performance (31
December 2015: nil).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS
4.

Accounts receivable

B ISR RMIEE(E)
2016 12A31H (A% T)

(CONTINUED)

4. REUWARR

The Group trades with its customers primarily on credit terms,

and generally requires prepayments or cash on delivery for new

customers. Credit period is generally one to six months. Accounts

receivable is non-interest bearing.

An aging analysis of accounts receivable based on invoice dates is

presented as follows:

h - SHIBHRETEZIREFRE(E)

AEERZEFHNE S RFAEHR
HRE  B—REFHFELBMNRHL
REERINRT SET  ERAMEE
A1-6f8 7 o EUARFRAL TS

REFARAH  BUERANIRE DT

o

Within 3 months

3 to 6 months

6 months to 1 year
1 to 2 years

2 to 3 years

Over 3 years

2016
20164

2015
20154

6,281,212,024.24
1,165,007,780.67
950,444,076.45
697,420,683.66
230,497,732.65
614,417,642.49

Less: provision for bad debt in respect of
accounts receivable

318 AR 8,252,128,633.29
31E B =6{E A 1,448,583,141.59
Y ERENE:S 997,629,041.10
1FE226F 508,279,954.23
2EFIF 468,393,039.64
3EPE 805,237,129.91
12,480,250,939.76

YRR
1,144,057,968.02

9,938,999,940.16

937,306,781.71

11,336,192,971.74

9,001,693,158.45

Changes in provision for bad debts of accounts receivable are

presented as follows:

FENRRFIRARE BB BT

Closing balance of previous year
Business combination under common control
Opening balance

LERGER
R —i2H TR A G
FOHBE

937,306,781.71

937,306,781.71

2016
20165

2015
20154

822,420,507.83
1,217,986.36
823,638,494.19

Provision for the year REFHE 251,651,180.10 204,386,461.85
Reversed for the year REE R (45,116,426.01) (50,639,179.55)
Written off for the year REZSH (2,509,812.74) (21,782,305.47)
Decrease upon disposal of subsidiaries AEREFRRAED - (15,135,439.48)
Adjustment for exchange differences 0 5 = SRR 2,726,244.96 (3,161,249.83)
Closing balance FRATE 1,144,057,968.02 937,306,781.71
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED

B ISR RMEE(EE)
2016 12A31H (A% T)

FINANCIAL STATEMENTS (CONTINUED)

4. Accounts receivable (Continued)

Gross carrying
amount

REHE

4. BUYERFR(E)

2016
20164
Provision for
bad debt

Proportion
541
(%) BRER

h - EHIBHRETEZIREFRE(E)

Percentage
FTREA
(%)

Individually significant items for BIESHEEATES
which provision for bad debt is HEEREE
recognized separately 1,083,724,304.59 8.69 442,290,597.67 40.81
Items for which provision for EERARRESAE
bad debt is recognized by TR XEE
group with distinctive
credit risk characteristics 10,941,690,683.36 87.67 605,279,723.50 5.53
Not individually significant items for BIE&EARE AR
which provision for bad debt is BRI EE
recognized separately 454,835,951.81 3.64 96,487,646.85 21.21
12,480,250,939.76 100.00 1,144,057,968.02
2015
20154
Gross carrying Provision for
amount Proportion bad debt Percentage
o] Bgreq/l
AREERTE (%) RERERE (%)
Individually significant items for BIESHEEAVEET
which provision for bad debt is REEER
recognized separately 560,344,327.43 5.64 348,742,189.60 62.24
Items for which provision for RERRRFBAEAT
bad debt is recognized by RIEIREE
group with distinctive
credit risk characteristics 9,145,325,078.82 92.01 483,234,359.85 5.28
Not individually significant items for BIBGEREAEER
which provision for bad debt is SHREEREE
recognized separately 233,330,533.91 2.35 105,330,232.26 4514

9,938,999,940.16

100.00 937,306,781.71
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

4.

Accounts receivable (Continued)

As at 31 December 2016, individually significant items for which
provision for bad debt is recognized separately are presented as
follows:

Gross carrying
amount

AREERER
56,927,140.00

Shanxi Tong Tai Automobile
Sales Services Co., Ltd
ILFRmSR R EHE R AR A A
Guangzhou Jingi Trading Company
Limited
BMNTEEESBRAR
Shaanxi Rong Chang Yuan Trading
Co., Ltd
PR EIRE HERAF]
Anhui Anyu Engineering Machinery
Sales Co., Ltd
ZRRFTIZHMIHEFR A A
Dalian Shaanxi Automobile Sales
Co., Ltd
REPTIEHERR AR
Hubei Space Shuanglong
Special Purpose Vehicle Co., Ltd.
Wt R EREZRTEER AR
Nanjing Lerong Trading
Company Limited
EAREMESHERAA]
Fujian Zhongxin Dingxing Automobile
Sales Service Company Limited
BRPERETEHERBER QA
Shaanxi Eurostar Auto Co., Ltd.
PRAEEREF A TR 1D B IR 2 A
Shandong Liugong Concrete
Equipment Company Limited
R TRSE LB R AR
Others
Hith

49,159,575.31

43,173,316.66

42,763,993.80

40,516,068.59

35,611,768.86

32,989,886.43

32,641,150.80

28,128,335.47

26,400,747.00

695,412,321.67

B ISR RMIEE(E)
20164 12H31H(ARKT)

h - SHIBHRETEZIREFRE(E)

4,

Provision
for bad debt

RRERE
51,234,426.00

49,122,478.71

38,855,985.00

8,552,798.76

32,412,854.87

28,489,415.09

31,340,392.11

13,056,460.32

25,328,330.79

10,560,298.80

153,337,157.22

FE U AR (48

20165128318

C BEIRSEEBEAY

BB RERN BRI BE RN

™

Percentage

sTiREEA
90%

100%

90%

20%

80%

80%

95%

40%

90%

40%

22%

Reasons

FTREEH

Long credit age

RIRE

Bad repayment
ability

EEED=E

Not full coverage of
preservation

BEHAREEE

Bad repayment
ability

EEEDE

Bad repayment
ability

HERENE

Company dissolved

NEEHEA

Assets have been
preserved

HMEEEH

Litigation

R RR

Long credit age
RERR
Litigation

L

Long credit age

RIRE

1,083,724,304.59

442,290,597.67
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)
4. Accounts receivable (Continued) 4.

As at 31 December 2015, individually significant items for which

FEURBR X (48)
2015128310 @ BEESFEE AL

provision for bad debt is recognized separately are presented as R RE AR R AR IE R

182

WEICHAI PowER Co., LTD.

follows: T
Gross carrying Provision
amount for bad debt  Percentage  Reasons
ARE A EARAEM FHRLLOI  FHEEEEHE
Shanxi Tong Tai Automobile Sales 56,927,140.00 51,234,426.00 90% Long credit age
Services Co., Ltd RARES
BRI EHERBER DR
OO0 SHANKSIRUS 50,219,167.38 12,554,791.85 25% Long credit age
RAREL
Guangzhou Jingi Trading Company 49,159,575.31 49,159,575.31 100%  Bad repayment ability
Limited (A GEPAR:=
BMNTEEESERAF
Shaanxi Rong Chang Yuan Trading 43,173,316.66 38,855,984.99 90%  Not full coverage of
Co., Ltd preservation
PR EIRE S AR AT EHREEE
Anhui Anyu Engineering Machinery 42,763,993.80 17,105,597.52 40%  Bad repayment ability
Sales Co., Ltd BfEENE
ZHEZFIIEEMHERR AR
Hubei Aoma Special Automobile 42,054,011.99 8,410,802.40 20% Legal actions in
Co., Ltd. progress
MItREERAREERAR ENEL /N
Dalian Shaanxi Automobile Sales 40,513,268.59 32,410,614.87 80% Bad repayment ability
Co., Ltd (SAEGEPAR:=
REPTIEHERR AR
RITA VO CO., LTD (Vietnam) 38,124,056.16 190,620.28 1%  No recourse by banks,
RITAVO CO., LTD (j#E) account receivable
transferred
IRTTHIBRME
B BT e AR X
Hubei Space Shuanglong Special 35,611,768.86 24,928,238.20 70%  Company dissolved
Purpose Vehicle Co., Ltd. NSN3
Wt R EREFRTEEGR AR
Nanjing Lerong Trading Company 33,443,140.43 30,098,826.39 90%  Assets have been
Limited preserved
ERERESHERAA] MEDEEE
Others 128,354,888.25 83,792,711.79 65%  Cessation of
EHAh business, etc.

RAIEBEFILESE

560,344,327.43

348,742,189.60

AR NBRMERLT



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B RS ER RMFsE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

4. Accounts receivable (Continued) 4. FEWERI(E)
The Group’s accounts receivable for which bad debts are provided AEBRARE DT AR ERER
for using aging analysis are presented as follows: HFEMERFIE AT ¢
2016 2015
0165 015%
Gross carrying Provision for Gross carrying Provision for
amount  Proportion bad debt  Percentage amount  Proportion bad debt  Percentage
] Fig2) il Bp]
REHE (%) BRER (%) RERE (%) SRER (%)
Within 1 year 1ELAR 3,454,618,906.80 80.52 172,730,945.34 5.00 3,572,430,749.84 82.21 164,482,221.25 460
1102 years 120 285,450,040.46 6.65 40,891,768.47 1433 462,154,018.10 10.63 66,464,086.92 1438
2103 years 123% 308,401,874.67 119 91,205,310.70 29.57 141,481,172.05 326 42,454,296.62 30.01
3to4years 324E 88,149,405.72 2.05 44,074,702.85 50.00 16,179,303.99 037 8,081,230.12 49.95
4105 years 4B5E 14,446,863.87 034 11,557,491.10 80.00 24,292,305.44 056 19,433,844.35 80.00
Over 5 years SELLE 139,550,437.44 325 139,550,437.44 100.00 129,282,060.59 297 129,282,060.59 100.00

4,290,617,528.96 100.00 500,010,655.90 11.65 4,345,819,610.01 100.00 430,197,739.85 9.90

The Group's accounts receivable for which bad debts are provided KA BHEREAEARRERGHRE
for using overdue periods as credit risk profile are presented as AR EEA EUBRIE AT ¢
follows:

2016 2015
0165 20158
Gross carrying Provision for Gross carrying Provision for
amount  Proportion bad debt Percentage amount  Proportion bad debt  Percentage
b/l LA Stfl STHRBLA
bl 3 (%) BIRER (%) BHHE (%) ShER (%)

Neither overdue KB EF(E

nor impaired 4,694,800,367.08 70.59 - - 3,636,931,783.63 75.78 - -
Due and impaired  BEFEHE 764,445,113.78 1149 105,269,067.60 1377 302,437,676.58 6.30 53,036,620.00 17.54
Due and not AEERE

impaired 1,191,827,673.54 17.92 - - 860,136,008.59 17.92 - -

6,651,073,154.40 100.00 105,269,067.60 1.58 4,799,505,468.80 100.00 53,036,620.00 111
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

184

NoTES ToO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

4.

Accounts receivable (Continued)

As at 31 December 2016, the top five balances in respect
of accounts receivable had a total closing balance of
RMB1,011,623,448.77, accounting for 8.11% of the total of
closing balance of accounts receivable. The closing balance
in respect of bad debt provided for the top five amounted to
RMB29,654,169.13.

As at 31 December 2015, the top five balances in respect
of accounts receivable had a total closing balance of
RMB570,645,024.37, accounting for 5.74% of the total of
closing balance of accounts receivable. The closing balance
in respect of bad debt provided for the top five amounted to
RMB37,960,889.31.

As at 31 December 2016, no accounts receivable had been
pledged for securing bank borrowings (31 December 2015:
RMB1,625,574,176.80).

Prepayments
An aging analysis of prepayments is presented as follows:

4.

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

FEUR BR TR (4&)

MR2016512A318 @ $BAIAEN
FBREFNERBEETAARE
1,011,623,448.77 7 * 1 FE WK BR TR F
RBFEEFTEWLHIB8.11% » %AH]
hEREARNRRERTRGTEAR
AE#29,654,169.137C °

MR2015% 128318 - $BAIAEHN
FREZINERBEETAARE
570,645,024.377C ' 15 EBRRE R
BEAFTEMLH B5.74% © ZATH
FHRERTIRIZREEFRBEAA
R#37,960,889.317T °

MR2016512 A31 8 » NEEEEW
BRFE 1 A R ERS SR T B 3R (20154F
128318 : AR#1,625,574,176.80
JL) °

BN FIE
B FARRERAITIT :

2016 2015

20164 20154
Amount Proportion Amount  Proportion
L] (s d!]]
€8 (%) it (%)
Within 1 year 1F AR 555,569,294.37 93.24  348,955,543.24 86.87
1to 2 years 1226 23,906,886.87 4.01 40,545,235.83 10.09
2 to 3 years 2E3F 9,362,708.63 1.58 5,940,613.56 1.48
Over 3 years 3FM 6,993,261.32 1.17 6,259,412.79 1.56
595,832,151.19 100.00 401,700,805.42 100.00

As at 31 December 2016, there was no significant prepayments
with an age of more than one year (31 December 2015: Nil).

As at 31 December 2016, the closing balances of the top 5
prepayments amounted in aggregate to RMB254,201,354.71,
representing 42.66% of the total closing balances of all
prepayments at year end.

As at 31 December 2015, the closing balances of the top 5
prepayments amounted in aggregate to RMB89,556,506.58,
representing 22.29% of the total closing balances of all
prepayments as at year end.

WEICHAI PowER Co., LTD. e HBRMNBERLAD

MR20165 12 A318 @ EEREE —F U
FHEBFEMFK(2015F12 8318
) o

MR2016512A318 @ BRI AEHN
ENREBENERRBETAARE
254,201,354.717C © (RN FIBEE R
BREESETEB L 542.66% o

MR2015%12A318 * BRI AEHN
ENRBERNERRBETAARE
89,556,506.587T * 1l TET FIBF R ek
AT EMLH522.29% °



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B RS ER RMFsE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

6. Interests receivable 6. EWRER
2016 2015
20165F 20154
Interests on time deposits EHATFERFLE 26,284,015.32 53,906,611.07
7. Dividends receivable 7. BB
2016 2015
20164 20154
Shaanxi Eurostar Auto Co., Ltd. PREGERET 45 T EE AR I B BR A F) 3,040,000.00 3,040,000.00
Proplan Transport Proplan Transport 6,671,108.40 =
Shaanxi Tonghui Automotive Transportation — BRPGEBIE )/ TE YR AR A A
Co., Ltd. - 3,440,000.00
9,711,108.40 6,480,000.00
8. Other receivables 8. HMEWKK
An aging analysis of other receivables is presented as follows: Efh EBGRABRER D AT aA T
2016 2015
2016%F 20154
Within 1 year 1 LAR 749,893,188.91 747,790,873.19
1 to 2 years 1224 41,472,988.52 38,927,172.60
2 to 3 years 2E3F 16,339,720.44 22,096,966.05
Over 3 years 3FLE 64,918,908.31 57,533,773.93

872,624,806.18 866,348,785.77
Less: Provision for bad debts in respect of B o EAth R OE AR A
other receivables 51,626,275.30 55,338,843.24

820,998,530.88 811,009,942.53

Changes in provision for bad debts in respect of other receivables Efh R GIRREENE ST ¢
are as follows:

2016 2015

2016 20154

Opening balance FIRER 55,338,843.24 38,171,673.31
Charge during the year RNEFFHE 1,059,769.02 41,581,690.97
Reversal during the year PN E (4,203,285.22) (22,071,253.63)
Written off during the year ANEFE (562,251.32) (2,165,648.94)
Exchange gain/loss B H B (6,800.42) 5,520.41

Decrease upon disposal of subsidiary(ies) REREFNTRD

during the year - (183,138.88)
Closing balance FEREBTE 51,626,275.30 55,338,843.24
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

8. Other receivables (continued) 8. EHftEWF(GE)
2016
20165
Gross carrying Provision for
amount Proportion bad debt Percentage
xd ] TR LA
IRESAE (%) BRER (%)
Individually significant items for HEESEEAY
which provision for bad debt is BRIIRRRER

recognized separately - - - -
Items for which provision for bad debt ¥/ BERFEES

is recognized by group with HEZBEERE
distinctive credit risk characteristics 791,358,962.41 90.69 34,452,243.59 435
Not individually significant items for ~ EIE$BAE A/
which provision for bad debt is BRRRRER
recognized separately 81,265,843.77 9.31 17,174,031.71 21.13
872,624,806.18 100.00 51,626,275.30 5.92
2015
20155
Gross carrying Provision for
amount Proportion bad debt Percentage
5at] Figriatl
FRESE (%) BERER (%)
Individually significant items for BELEEAT
which provision for bad debt is BERRRER
recognized separately - - - -
Items for which provision for bad debt Z{EBREMIEEEE
is recognized by group with SHEZBRERE
distinctive credit risk characteristics 845,500,953.09 97.59 37,397,534.56 4.42
Not individually significant items for ~ EE$BAZAM
which provision for bad debt is BERRRER
recognized separately 20,847,832.68 2.41 17,941,308.68 86.06
866,348,785.77 100.00 55,338,843.24 6.39

186 WEICHAI PoWER Co., LTD. sE8NhBRHBEMRAD



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TOoO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

8.

Other receivables (continued)
The Group's accounts receivable for which bad debts are provided
for using aging analysis are presented as follows:

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

8. HAEUF (&)
A BRI SRR R
AR AR

2016 2015
2165 20155
Provision for Provision for
Amount Proportion bad debt Percentage Amount  Proportion bad debt  Percentage
] FTRLA il SR
&8 (%) BRER (%) g (%) BRER (%)
Within 1year 14 5R 220,396,541.53 80.06 4,594,603.67 2.08 413,817,535.72 88.24 8,442,357.03 204
1102 years 1228 13,081,845.13 4.75 1,612,276.77 12.32 13,547,642.20 2.89 2,025,210.09 14.95
210 3 years 153% 11,889,879.24 432 2,964,724.55 2493 19,400,790.05 414 5.521,618.53 28.46
3104 years 354F 9,732,598.60 3.54 4,867,299.30 50.01 2,069,258.06 044 1,049,648.12 50.73
410 5 years 4ESE 252,199.04 0.09 201,759.23 80.00 242,851.32 0.05 194,281.06 80.00
Over5years  5FLLE 19,948,535.27 124 19,948,535.27 100.00 19,901,897.34 424 19,901,897.33 100.00
275,301,598.81 100.00 34,189,198.79 1242 468,979,974.69 100.00 37,135,012.16 192

The ages (calculated based on the invoice date) of and bad debt
provision for other receivables for which bad debts are provided
for using overdue ages as a distinctive credit risk characteristic are
presented as follows:

RABHREERERRBRSHE R
BREFRNEMBERARZAGE
MRS SRR R AT

2016 2015
20165 20158
Provision for Provision for
Amount  Proportion bad debt Percentage Amount  Proportion bad debt  Percentage
] FHREA ] AR
&8 (%) BRER (%) °F (%) BRER (%)
Within Tyear — 1EJAR 461,900,534.69 89.51 263,044.80 0.06 326,904,244.80 86.82 262,522.40 0.08
1102 years 1228 28,373,646.31 5.50 - - 25,379,530.40 6.74 - -
210 3 years 153% 4,449,841.20 0.86 - - 2,696,176.00 0.72 - -
QOver 3 year 3ELE 21,333,341.40 413 - - 21,541,027.20 5.72 - -
516,057,363.60 100.00 263,044.80 0.05 376,520,978.40 100.00 262,522.40 0.07
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

188

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

8.

Other receivables (continued)

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

8. HtEW (&)

2016
20165

2015
20154

Commission receivable

Consideration receivable for asset transfer
Employee advance

Deposit

Corporate lending and payment on behalf
Transfer of fund

Tax rebate receivable

Value-added tax paid in advance
Compensation claim

Others

gk

U E E R
HRE

e

EEEERRANTK
FEUTGRFE TR
BRIEE

TN

Hitb

89,727,504.00
62,485,999.58
48,282,891.96
47,270,403.16
38,206,193.71
5,481,409.71
2,872,682.77
2,850,782.33

575,446,938.96

68,163,586.40
21,286,871.56
40,197,930.71
32,700,662.46
239,907,624.54
75,429,071.20
19,256,798.65
74,973.72
67,445,455.01
301,885,811.52

872,624,806.18

866,348,785.77

As at 31 December 2016, the top 5 other receivables are presented

MR2016F 128318 » EMEWR S B

as follows: RGBT :
Percentage of
total other Closing balance
receivables of bad debt
Closing balance (%) provision
1R H At
FEUSRERER
BB RERERE
EE1(%) FRERHE
First place 89,727,504.00 10.28 Commission Within 1 year -
F—% receivable 1F R
EREe
Second place 21,920,400.00 2.51 Consideration Over 3 years -
F-4 for asset 3EE
transfer
BEEEEN
Third place 19,063,441.20 2.18 Others Within 1 year -
F=F Hit 1F R
Fourth place 16,615,663.20 1.90 Others Within 1 year -
M Hit 1R
Fifth place 12,627,423.78 1.45 Corporate  Within 2 years 10,101,939.04
FHE lending and and
payment on 4 to 5 years
behalf 2FBR
EETER RA4-5%F
KA
159,954,432.18 18.33 10,101,939.04

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS

(CONTINUED)

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

8. Other receivables (continued) 8. HEWK(E)
As at 31 December 2015, the top 5 other receivables are presented 72015124318 EfthEl &5
as follows: AIRABIAT :
Percentage of
total other Closing balance
receivables of bad debt
Closing balance (%) Nature Age provision
IEH A
FEW TR ERER
AR EARAEE
HARERER EE1(%) e AR FRERRE
First place 68,163,586.40 7.87 Commission  Within 1 year -
F—H receivable 1A
FEWAE
Second place 21,285,600.00 2.46 Consideration for 2 to 3 years -
F-4 asset transfer 2-3%F
BEMEEX
Third place 20,072,320.80 2.32 Transfer of fund ~ Within 1 year -
EF=H BERER 1 AR
Fourth place 18,277,235.20 2.1 Transfer of fund ~ Within 1 year -
Uik BoER 1F AR
Fifth place 13,778,740.01 0.02 Corporate lending ~ Within 1 year 10,872,216.01
EFRA and payment and
on behalf 3 to 4 years
EERER 1F LA
KA N3-44F
141,577,482 .41 14.78 10,872,216.01

M2016512 8310 » NREBEEM
FE UGS 3 B R ERS ERTTfE 50 (2015
F12H31H : AR%199,091,312.00
JT) °

As at 31 December 2016, other receivables were not pledged
for securing bank borrowings of the Group (31 December 2015:
RMB199,091,312.00).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES To KEY ITEMS OF CONSOLIDATED hHh - SHEFHEXEIZIABFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
9. Inventories 9. ®E
2016 2015
0165 20158
Gross carrying Provision for Carrying (Gross carrying Provision for Carrying
amount  decline in value amount amount decline in value amount
FESE HEER HEEE BHGHE HEERE HERE
Goods in transit A 366,189,377.40 - 366,189,377.40 330,170,151.75 - 330,170,151.75
Raw materials [RtRt 2,236,284,388.23 (85,623,687.94)  2,150,660,700.29  1,991,638,99.78 (42,474,898.79)  1,949,164,097.99
Finished goods BN 10,275,888,770.07  (410,049,366.07)  9,865,839,404.00  7,106,869,23930  (295,154249.44)  6,811,714,989.86
OEM materials ZHMIHH 83,339,736.38 (679,124.35) 82,660,612.03 100,667,116.99 (61,989.08) 100,605,127.91
Seff-made semi-finished goods  ER¥RAREER 2,259,007,697.65 (57,300,570.12)  2,201,707,127.53  1,410,327,18427 (23,212973.00)  1,387,114211.27
and work in progress
Turnover materials FEH 1,064,668,881.23 (74,567,106.81)  990,101,774.42 960,185,050.74 (26,196,25133)  933,988,799.41
Second-hand vehicles S 471,608,920.62 (38,111,090.22)  433,497,830.40  423512,016.87 (13643,59847)  409,868418.40
16,756,987,771.58  (666,330,945.51) 16,090,656,826.07 12,323,369,756.70  (400,743,960.11) 11,922,625,796.59

The changes in provision for decline in value are as follows:

FREEEEEHT

2016 2016%F
Decrease during the year
REHY
Adjustment of
Opening Charge exchange Closing
balance  during the year Reversal Write-off differences balance
8% AEE &Q B EfzEAR ERBE
Raw materials TRt 42,474,898.79 64,863,277.48 (7,802,558.31)  (10,901,443.56) 449,746.16 89,083,920.56
Finished goods B 295,154,249.44 342,796,317.84 (14,396,855.83)  (225,259,700.72) 1,415,054.95 399,709,065.68
OEM materials ZHRMTAH 61,989.08 768,476.16 (224,362.69) (904.07) 73,925.87 679,124.35
Self-made semi-finished goods ~ ERERRREER
and work in progress 23,212,973.00 44,351,759.65 (2,939,526.69) (876,279.69) 431,711.62 64,180,637.89
Tumover materials e 26,196,251.33 60,039,319.63 (10,935,953.35) (757,735.82) 25,225.02 74,567,106.81
Second-hand vehicles —¥E 13,643,598.47 29,315,154.44 (5,347,612.90) - 499,950.21 38,111,090.22
400,743,960.11 542,134,305.20 (41,646,869.77)  (237,796,063.86) 2,895,613.83 666,330,945.51
WEICHAI PoWER Co., LTD. s HhBRMNERLS



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TOoO KEY ITEMS OF CONSOLIDATED

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

FINANCIAL STATEMENTS
9. Inventories (continued)

(CONTINUED)

9. FEM#E)

10.

2015 20154
Decrease during the year
RERY
Business
combination Written-off ~ Adjustment of
Opening  under common Charge and exchange Closing
balance control  during the year Reversal disposal differences balance
(FRe N
) i RER £ BERRE  EXZEEE EXBE
Raw materials R 40,246,072.01 130900268 2362359497  (12,878980.73)  (8,530,69057)  (1,294,099.57)  42,474898.79
Finished goods B 218,015,651.82 1879686365 16624039252  (28,676,18281)  (76531,01532)  (2,69146042)  295,154,49.44
OFM materials ZREMIHH 61,989.08 - - - - - 61,989.08
Self made semi-finished goods  BRER R REER
and work in progress 18,620,019.11 - 742267363 (4500470.02)  (1,080924.11)  2,751,67439  23,212,973.00
Turnover materials Rt 5473,962.42 1,176,639.84 4036475845  (19,212,354.99) (17575525  (1,430999.14)  26,196,25133
Second-hand vehicles “F8 1,115,782.38 - 1959537022 (7,278,190.64) - 21063651 13,643,59847
28353347682 218250617  257,046,789.79  (72,546,179.19)  (86,318,385.25)  (2,454,248.23)  400,743,960.11

Provision for decline in value of inventories is determined based on
the excess of cost over net realizable value and shall be reversed
within the original provision for decline in value of inventories
when the factors that give rise to the decline in value of inventories
in prior years are not in effect in current year.

The increase in provision for decline in value of this year was mainly
due to stocking up of inventories which was in turn due to the

weak sales of products.

Non-current assets due within one year

AEBERBRASNA ZEFENZE
HETiRTEWRERE - WEARTURC
FEEENFERIHLRE ERE
AHENEFEREEFENEEASMD -

AEFERBEEFBENEEREK S
ik =H DR EX YN IE O

10. —FREBMIIFRBDEE

2016
2016

2015
20154

BEMEE YK

Finance lease receivables

1,463,427,824.40  1,289,424,886.40

As at 31 December 2016, none of the Group’s non-current assets
due within one year was pledged to secure its bank borrowings (31
December 2015: RMB73,939,079.20).

MN2016512A310 » REEE—F
NEIHMIERBEEL R ARG
RITIEF (2015412 A31H AR
73,939,079.207T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

B ISR RMEE(EE)
2016 12A31H (A% T)

V. NoTEs To KEY ITEMS OoF CONSOLIDATED HhH - SHEHHRXEZIABFREE)
FINANCIAL STATEMENTS (CONTINUED)
11. Other current assets 1. HttRBEE
2016 2015
20164 20154
Prepaid expenses FE#ER 366,777,040.19 232,104,668.12
Input tax credits e ER R 623,864,541.99 530,972,955.35
Principal-protected fixed income RAEFER =R EE SR
investment products - 10,000,000.00
Principal-protected variable income wealth RAF B BB B ZE o
management products 760,000,000.00 73,000,000.00
Prepaid corporate income tax T XS 262,293,652.66 105,881,057.03
Others Hi 54,802,044.28 18,277,728.55
2,067,737,279.12 970,236,409.05
12. Available-for-sale financial assets 12. AIftHEESRERE
2016 2015
20165 20155
Gross carrying Provision for Gross carrying Provision for
amount impairment  Carrying amount amount impairment Carrying amount
IR HEE REER BHGE AR BREE
Available-for-sale equity AT ERRTA
instruments
At fair value ERrEERE 250,553,821.20 - 250,553,821.20 258,826,493.60 - 258,826,493.60
At cost BUARE 376,322,458.91  (128,491,930.00) 247,830,528.91 514,822,916.91  (123,356,130.00) 391,466,786.91
626,876,280.11  (128,491,930.00) 498,384,350.11 773,649,41051  (123,356,130.00) 650,293,280.51
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.
FINANCIAL STATEMENTS (CONTINUED)
12. Available-for-sale financial assets (continued)
Available-for-sale financial assets at fair value:

NoTES TO KEY ITEMS OF CONSOLIDATED

B ISR RMIEE(E)
20164 12H31H(ARKT)

h - SHIBHRETEZIREFRE(E)

12. OEHESRMEE(

4=

&)

NARBEAENAIHEESCMEE :

2016
20164

Cost of equity instruments T ARA

Fair value NAfEE

Fair value changes accrued to other 25
comprehensive income AR BEED

Adjustment of exchange differences ME H R

Impairment provided for EEHRRE

2015

20154

197,422,120.40
250,553,821.20

FEAE AR S W

53,200,000.00
(68,299.20)

199,912,290.80
258,826,493.60

59,200,000.00

(285,797.20)

Available-for-sale financial assets at cost:

MRAGEMNAIHEESREE ¢

2016 20164%F
(Gross carrying amount Provision for impairment
BanE HEEE
Percentage Cash
Increase Decrease Adjustment Increase Decrease of dividend for
Opening during during of exchange Closing Opening during during Closing ~ shareholding the year
balance the year the year differences balance balance the year the year balance (%) KRS
2] KERN KER) EnzERe Ex0E )] KERN KER) B3 HBUA i
Foton Heavy-duty Machinery EREUEARS 3863087688 - - - 63087688 1,408,500.00 - 140850000 6.4
(o, Ltd.
Xinjie vestment and Guarantee 5,135,800.00 - - - 5,135,800.00 - 5,135,800.00 5,135,800.00 500
(o, Ltd. (Note
Huarong Xiangjiang Bank RIS 20,000,000.00 - - - 2000000000 - - 032 2,000,00000
Corporation Limited
China National Machineryand ~~ #E#HAESE 879,605.00 - - - §79,605.00 §79,605.00 - §79,605.00 066
Fquipment Hanan Com, .~ ROEBAR
Thuzhou Gear Share Co, Ltd. FNERRAERAT 168000000 - - - 168000000 - - W
astem Ufelnsuence Co, Ltd. -~ REABRRERAT 6000000000 - - - 6000000000 6000000000 - 60,000,000.00 150
New Century Finance Leasing tieREg 61,068,025.00 - - - 61,068,025.00 61,068,025.00 - 61,068,025.00 1.2
(o, Ltd. AR
XAMENFENGTAIBUS 6 COACH  EMEREEF 24,999,800.00 - - - 4598000 - - 154
INTERNATIONAL CO,, LTD FERRAA
Yangzhou Suken Yinfe Auto ol 1563093 - - - 1583903 - - 1500
Connecting Rod Co, Ltd. HEEERAA
Others it 300,864,860.80 54921000 (1A474246480) 569279680 162,36440280 - - 19379,1845
51482291691 54921000 (144.742,464.80) 56927980 3763245891 123,356,130.00 5,135,800.00 128,491,930.00 131911845
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

12. Available-for-sale financial assets (continued) 12. AJEEEREE(E)
2015 20154
(ross canying amount Provision for impairment
] HEER
Percentage (ash
Incregse Decrease Adjustment Increzse Decrese of  dividend for
Opening during during of exchange Closing Opening during during Closing ~ shareholding the year
balance the year the year difrences balance balance the year the year balance (%)  KEEE
FRE FEEN KER)  EiEERE FREE F4E KEE] KERD FrEE RN i
Foton Heauy-duty Machinery ~ EEEREHRS 3863087688 = = - 3863087688 1,408,500.00 - - 1,408,500.00 6.14 -
(ol BRAA
Yinje vestmentand Guarantee RAAZRRR 513580000 - - - 513580000 - - - - 50 -
Co, Lt (Note) BRI
Huarong ngjang Bk~ ZEBRTIRfT 2000000000 - = - 200000000 - = - = 032 200000000
Corporation Limited
China National Machineryand - &L &5 879,605.00 = = = 879,605.00 879,605.00 = - 879,605.00 066 -
Equipment Hainan Corp, Lid.~ RVARAR
Thuzhou Gear Share Co, Ltd. kil 1,680,000.00 - - - 1,680,00000 - - - - 25 -
ARAA
Eastem Life surance Co, Ltd. - BT AZR% 60,000,000.00 = = - 6000000000 60,000,000.00 = - 6000000000 150 -
ARA
New Century Fnance Leasing ~ it REE £1,068,025.00 = = - 6100802500 6106802500 = - 6106802500 1na -
(ol BRAA
YAVEN FENGTAIBUS & COACH EFIEREIRRRR 2499980000 - - - 4598000 - - - - 1547 -
INTERNATIONAL CC,,LTD FEARAT
Yangzhou Suken Yinhe Auto EHERESRTTE 15639493 - - - 15639493 - - - - 1500 -
ComectingRod Co, td. ~ BERAF
Others i 84703071160 219,991,598.00 (5,304,418.60) 147460980 300,864,860.80 = - - - 69,029,200.80
298,661,127.71 219,991,598.00 (5,304,418.60) 147060980 51482291691 123356,130.00 - - 1335,13000 71,029,20080
Note: The Group has no board seats in Xinjie Investment and Guarantee Co., it AEEESREREEREREFL A
Ltd., as such the Group has no significant influence over that investee. BEEEF  NEEEZR KT B
BAFE -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
13. Long-term receivables

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

13. RHIEWR

2016 2015
016 2015%

Gross carrying Provision for Carrying Gross carrying Provision for Carmying

amount impairment amount amount impairment amount

R HEER HEEE BRSNS HEEE FAEE

Finance lease receivables BARERN 5,345,253,006.00 - 5,345253,006.00  4,638,309,620.00 - 45638309,620.00

Other long-term receivables Hf R EpE 147,911,552.40 - 147,911,552.40 - - -

5,493,164,558.40 - 549316455840  4,638,309,620.00 - 45638309,620.00

Less: Finance lease receivables 5 : 7BA—%R 1,463,427,824.40 - 146342782440  1,289,424,886.40 - 1289424,886.40
dlassified as due within HmaE
one year REEY

4,029,736,734.00 - 4029,736,734.00  3,348,884,733.60 - 334888473360

The discount rate ranged from 0% to 15%.

As at 31 December 2016, among the finance lease receivables,
unrealized finance income amounted to RMB557,698,816.80 (31
December 2015: RMB511,159,493.60).

BRARATEE KRR M A0%-15% °

MR2016F12A31H @ EHERE
WHRPRERERENEZAARKE
557,698,816.80 7t ( 2015 £ 12 A 31
H: AR#511,159,493.607T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

. . L EE L >
14. Long-term equity investments 14. RERERE
2016 20164
Change during the year
1549
Gains and losses
Increase on investment Other
in other under equity Disposal comprehensive Declaration of Closing provision
Opening associates method transfer out income cash dividend Closing for impairment
balance Afte ¥ RE Aftge EERE balance
)l 2 § & L6 R 58
Jointly-controlled enterprises RELE
Yian FC Ineligence Transmission BREREHED 158,050,7198.96 - (28873,874.43) - - - 129,176,92453 -
(o, L1d. (Note 1) ERAGGH)
Assocates BEtE
Shanzhong Finance Leasing Co, L1d. I EHERERRAA 391,030,428.38 - 16,682,950.60 - - - 407,713,37898 -
Shandong Heay Industy Group LRETEEEHARAR 237,468,864.87 - 30,295,575.36 - - - 267,764,440.23 -

finance Co, Ltd.
20 assocates which arenot ndiidualy signficant. EBTEANDFEELE 660,600,073.97 76,922,551.80 69,146,305.78 (25,793,919.73) 17,013,548.94 (57,572,512.65) 740,316,048.11 (4,844,091.33)

1,447,150,166.18 76,922,551.80 87,250,957.31 (25,793,919.73) 17,013,548.94 (57.572,512.65)  1,544,970,791.85 (4,844,091.33)

2015 20154
Change during the year
KERY
(Gains and losses
oninvestment Other
under equity comprehensive Other Declaration of Closing provision
Opening Other method income equiy changes cash dwvidend for impairment
halance Otherincrease decrease EEET LA Efiga B3 Closing balance 5
EI4E At Ay RERa & 29 il ERRE HEER
Jointly-controlled enterprises i
Xi'an FC Inteligence Transmission 192,653453.02 - - (34,602,654.06) - = = 158,050,798.96 =
(o, Ltd. (Note 1)
Associates BErE
Shanzhong Finance Leasing Co,, Ltd. | ERERERRAT 391,082,871.61 - - 16,066,956.77 - - (16,119,400.00) 391,030,428.38 -
Shandong Heavy Industry Group IRETEEEHARAA 2280299354 - - 2,71840478 - - (13,279,503.45) 137,468 864.87 -

Finance Co,, Ltd.
Uassocates which arenotindiduely  EEFEARUFEELE 665,959,370.13 49,050,703.65 (12,118,687.10) 27,99,182.16 (6,561,087.89) 122463537 (64,953,042.35) 660,600,07397 (4,844,091.33)
significant

1477,125,658.30 49,050,703.65 (12,118,687.10) 32,180,839.65 (6,561,087.89) 120463537 (94351945.80)  1,447,150,166.18 (4:844,09133)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

14. Long-term equity investments (continued)
Note 1: Xi‘an FC Intelligence Transmission Co., Ltd. is held as to 51% by the
Group, and as to 4% and 45% by Shaanxi Fast Gear Automotive
Transmission Co., Ltd. (“Transmission Co”) and Caterpillar (China)
Investment Co., Ltd (“Caterpillar”) respectively. Its board of directors
comprises seven directors, three of whom being nominated by the

Group, one being nominated by Transmission Co and three being
nominated by Caterpillar. According to its articles of association, board
resolutions require unanimous approval or approval by substantially all
directors, and thus Xi‘an FC Intelligence Transmission Co. is a jointly-
controlled enterprise of the Group.

B ISR RMIEE(E)
2016 12A31H (A% T)

Provision for impairment of long-term equity investments is

presented as follows:

h - SHIBHRETEZIREFRE(E)

14. REBRERE(A)

#F1 . AEERFEALEEEEEEERA ]
S51%R1E + SO R R BB AT
BB EEBREFNA([(EE)EE])
FI~Ew 2 (FE)REFR AR ([R5
wE]) - RIESFIBA4%F45% - EF
BHEEEFHL - A =FZHAEE
ZEf - —BHEHEEZT - S =5
HFEREGZET - IRIEARIZEFAE
EFERFTEEES D EAEBAS
HEEAR  FM AL E RS
BAFBRAEFSELE -

REEIR BRI EEERIER

2016 20164
Adjustment of
Opening Increase Decrease exchange Closing
balance  during the year  during the year differences balance
EOBE RELM RERS  EREERZ EXBE
Zhuzhou Auto Trading Market Ve Tk (284,499.56) - - - (284,499.56)
Torque Turbine Engine Co. Torque Turbine Engine Co. (4,559,591.77) - - - (4,559,591.77)
(4,844,091.33) - - - (4,844,091.33)
2015 20154
Adjustment of
Opening Increase Decrease exchange Closing
balance  duringthe year  during the year differences balance
FHE AREL AERY  EREEEE FRBE
Zhuzhou Auto Trading Market HAER Mm% (284,499.56) - - - (284,499 56)
Torque Turbine Engine Co. Torque Turbine Engine Co. (4,254,432.61) - - (305,159.16)  (4,559,591.77)
(4,538,932.17) - - (305,159.16) (4,844,091.33)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

15. Investment property 15.

REMEME

Subsequent measure under the cost model:

RAKAEETRERE

2016 2016%F
Houses and
buildings Land use rights
EERESEY T ERARE
Gross carrying amount RE
Opening balance FHIREE 695,589,346.33 46,257,447.37 741,846,793.70
Directly acquired HEBA 4,672,434.77 16,084,219.67 20,756,654.44
Transfer from construction HEEIREA
in progress 49,454,537.11 - 49,454,537.11
Other transfer-out H (16,518,800.68) - (16,518,800.68)
Closing balance FAREBE 733,197,517.53 62,341,667.04  795,539,184.57

Less: Accumulated
depreciation and
amortization

W REHTEN S

Opening balance FHEREE 148,483,447.23 4,472,503.95 152,955,951.18

Provision g 40,715,117.52 2,204,903.05 42,920,020.57

Other transfer-out HfbiE 4 (8,453,380.00) - (8,453,380.00)

Closing balance FREREE 180,745,184.75 6,677,407.00 187,422,591.75
Carrying amount IREEE

At year end FER 552,452,332.78 55,664,260.04 608,116,592.82

At year beginning FE) 547,105,899.10 41,784,943.42 588,890,842.52
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TOoO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS

15.

(CONTINUED)

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

Investment property (Continued) 15. REMEHEGE)
2015 20154
Houses and
buildings Land use rights Total
BB R EEE) T AR &5t
Gross carrying amount RE
Opening balance FEYHRE 592,636,238.34 47,204,688.83  639,840,927.17
Directly acquired BEEBA 1,053,791.00 = 1,053,791.00
Transfer from construction
in progress EETZE A 90,012,504.91 - 90,012,504.91
Transfer from fixed assets BETEEEA 31,950,882.49 = 31,950,882.49
Transfer from intangible assets ~ fEFZEEE A = 300,218.79 300,218.79
Disposals and retirements BB iR (20,064,070.41) (1,247,460.25)  (21,311,530.66)
Closing balance FAREAEE 695,589,346.33 46,257,447 .37 741,846,793.70

Less: Accumulated
depreciation and
amortization

o REHTEN

Opening balance EXIAEE 113,972,710.07 3,704,901.78  117,677,611.85
Provision Hz 32,533,101.52 ©33,329,13 33,466,430.65
Transfer from fixed assets BEEEEEA 5,229,981.96 = 5,229,981.96
Transfer from intangible assets 2 & A - 37,175.31 37,175.31
Disposals or retirements BB SRR (3,252,346.32) (202,902.27) (3,455,248.59)
Closing balance FAREREE 148,483,447.23 4,472,503.95 152,955,951.18
Carrying amount REEE
At year end FR 547,105,899.10 41,784,943.42 588,890,842.52
At year beginning FH]] 478,663,528.27 43,499,787.05 522,163,315.32

As at 31 December 2016, investment properties for which the
Group had not obtained real estate certificates had a carrying
amount of RMB16,874,748.27, for which the Group was in the
process of applying for real estate certificates (31 December 2015:
RMB116,401,788.08).

R2016F12 8318 @ KEEHAES
EHEZRNKEEEHEREEES
ANER#16,874,748277C » MIEHERE
HEEBIZF (20154124318 - A
R#116,401,788.087T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTeES T0 KEY ITEMS OF CONSOLIDATED 1~ BHEBEHRETEDIEEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
16. Fixed assets 16. EEEE
2016 20164

Forklift trucks Forklift trucks
and equipment  and equipment

Housesand ~ Machinery and Electronic leased out leased out
buildings equipment equipment Vehicles (long-term) (short-term) Others
ftKnE e
BEREEN BERE TRE EaRf RRE(RE) RaRfE(EH) it
(Gross carrying amount RE
Opening balance EBE 10,687,124,142.00  15,708,729,835.89  1,033,223,335.51 40237061550 2,636,668,557.60  4,696,41221280  1,647,730,127.10  36,812,258,826.40
Addition BE 174,386,500.53 248,762,208.38 32,436,616.12 917310055  2,094181,776.40  2,122,491,611.60 29166055611 4,973,092,369.69
Transfer fiom ERIREA
construction-in-progress 527,117,546.32 829,836,521.83 160,813,236.48 14,482,554.82 - - 88,936,01470  1,621,185,874.15
Increase arising from acquisiion of BT AN
subsidiaries 513,665,128.80 311,299,55080 - - 54,518,246.00 44.822,858.80 M,972,01560  1,197,277,800.00
Transfer from investment property RERRMESA 16,518,800.68 - - - - - - 1651880068
Disposals or retirements RETHE (44,726,132.74)  (248,511,585.83) (11,622,223.61) (20,448,615.47)  (983,247,130.54)  (1,111,903,751.86)  (176,472,539.75) ~ (2,596,931,979.80)
Exchange rate adjustment EizEaE 105,667,007.23 44,791,832.69 608,489.41 41847209 169,974,663.75 1431700112 3910241112 374,879,897.41
Closing balance ERnE 11.979,752,992.82  16,894,908363.76  1,215,459,453.91 40599,12749 397209611321 576613995246  2,163928,584.88  42,398,281,588.53
Less: Accumulated depredition B BiE
Opening balance 203 19667285295 8201188746 TL1S369538 3067797606 26408334400 68244613584 77360024525 129238461369
Provision it 489,063,782.08  1,431,469,131.08 174,456,181.38 38,613,964.22 689,924924.80  1,344,548,095.36 321,265,055.03  4,489,341,133.95
Transfer from investment property REHEHEEA 8,453,380.00 - - - - - - 8,453,380.00
Disposals or retirements RESHE (32,376,453.61)  (163,959,805.68) (10,444,839.61) (18,066,119.26)  (236,160,428.94)  (433.263,261.86)  (160,027,683.89)  (1,054,298,592.85)
Exchange rate adjustment EREEEE 20,067,634.18 17,235,781.16 385,572.56 201,616.80 113,157,248.55 (82,476,563.37) 6,961,865.71 75,533,161.59
Closing balance ERnE 2,411,881,195.60  9,506,867,000.02 916,550,609.71 3340143182 831,005,088.41  1,511,254,405.97 941,889,482.10  16,442,875,219.63
Less: Provsion for impairment W REEE
Opening balance 8% 1:850,543.45 148,965,921.91 144,649.06 58,339.59 - - 375,454.83 151,394,908.84
Provision iR - 4,555,003.9 - - - - - 4,555,003.96
Disposals or retirements RENHE - (2,103,880.37) - - - - (88.15) (2,103,968.52)
Closing balance FREE 1:850,543.45 151,417,045.50 144,649.06 58,339.59 - - 375,366.68 153,845,944.28
Camying amount HARE
At year end £x 9,566,021,253.77  7,236,624,318.24 298,764,195.14 82510,350.08  3,141,001,02480 425488554649  1,221,663,736.10  25,801,560,424.62
At year beginning £ 8,758,600,745.60  7,337,642,026.52 280,924,991.07 99,634.29985  2,372,585213.60  4,013,966,076.96 873,664,427.02  23,737,017,780.62
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

16.

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

Fixed assets (Continued) 16. BEEEE (&)
2015 20154
Forklit trucks Forkif trucks
and equipment and equipment
Houses and Machinery and Flectronic leased out leased out
buildings equipment equipment Vehicles (long-term) (short-term) Others Total
HHENE ihfp
EEREEN BRidE B35 B8k Fith(RH) Rata(RH) it ait
Gross camying amount BE
Opening balance e 9,952,875912.27  13,866,863,024.78 934,672,528.96 39227927345 232450696800  4522,082,346.00  2,322944709.27  34,316,224,162.73
Addition BE 117,642,255.04 32856747311 38,115,445.76 1371677007 1,667,804,060.00  2,047,791,936.00 253528706.17  4,467,166,646.75
Transfer from ERTEEA
construction-in-progress 982,531,883.59 752,608,269.51 53,558, 774.45 19,925,019.55 - 2,653372.00 4939145729 1,860,668,776.39
Increase arising from acquisition of RUEF AN
subsidiaries - 604,302.00 - 100,873.00 - - 8,488,012.00 9,193,187.00
Business combination under common ANy
control - 209,670,316.44 - - - - 1,749.240.96 211419557.40
Internal re-dlassfication hHEHE - 75416660732 19,744,40055 = B - (T73911,007.87) B
Other transfer-in EfEA 119,441,8%.13 8,122,8931 167213946 - 135,236,824.90
Disposals or retirements REUHE (193,593979.76)  (238,741313.08) (19,540,486.14) (30,847,885.01)  (1,172,769,586.00)  (1,617,292,748.00)  (178,169,591.61)  (3,450,955,589.60)
Decrease upon disposal of subsidiaries REFARED (6,557,024.00) (19,406,017.31) (1,644,625.73) (579,055.58) (23,012,098.00) (57,561,502.00) (5,237,28400)  (113,997,606.62)
Other transfer-out A, (31,950,882.49) = = = = = - (31,950,88249)
Exchange rate adjustment EjZEER (133,824,022.65) (65,04,683.61) 194,468.35 10348056 (159,860,786.40)  (201,261,191.20) (31,054,115.11)  (590,746,850.06)
Closing balance ERHE 10,687,124,142.00  15708729,835.89 103322333551 40237061550 2,636,668,557.60  4,69,41221280  1,647,730,127.10  36,812,258,826.40
Less: Accumulated deprecition W BithE
Opening balance iy 141870065065  6,491,170,205.73 625,036,855.07 281,624939.9 242,791,614.00 62184177360 1,017,87243948 10,699,038 478.49
Provision it 556,207,968.83  1,363,253,896.45 125,914,875.66 38,118,081.61 559,521,138.00  1,207,612,111.20 28784836594 4,138,476,437.69
Business combination under common G IS E=Y
control - 86,727352.17 - 78,680.95 - - 1,250,199.59 88,05,232.71
Internal re-classification NHELE - 344,434,666.13 13730,036.77 - - (358,164,702.90)
Other transfer-in AfpEA - 97,991,658.78 7,42,144.55 129707247 - - - 113,031,475.80
Disposals or retirements RESHH (4748752962)  (149,697,561.64) (18,796,211.68) (24190,04301)  (440,84872800) (1,118215,702.00)  (165901,556.53)  (1,965,137,332.48)
Decrease upon disposal of subsidiaries RETAFED (854,358.00) (9,836,621.28) (1,469.27043) (309,743.76) (9,856,374.00) (37,876,538.00) (3,903,652.00) (64,106,557.47)
Other transler-out U (5,229981.96) (5,229.981.9)
Exchange rate adjustment ERERE 5,336,103.05 (1.921,708.88) (5,334.56) 58,987.84 (87,524,306.00) 9,084,491.04 (5,310,84833) (80,282,615.84)
Closing balance ERBE 192667285295  8,222,121,887.46 752,153,695.38 302,677,976.06 264,083,344.00 682,446,135.84 773,690,245.25  12,923,846,136.94
Less: Provision for impaiment W REER
Opening balance FBE 2,266,175.34 103,946,231.22 144,649.06 1,047,369.85 - - 389,164.52 107,793,589.99
Provision i 4,690,547.50 494682157 - - - - - 9,637,369.07
Business combination under common A-BaTREAN
control - 43,331,09883 - - - - 6,290.30 43,337,389.13
Disposals or retirernents REREE (5,106,179.39) (3,258.229.71) - (989,030.26) - - (19999.99) (9373439.35)
(Closing balance ERBE 1,850,543.45 148,965,921.91 144,649.06 58,339.59 - - 37545483 151,394,908.84
Carying amount HAEE
At year end £X 8,758,600,745.60  7,337,642,026.52 280,924991.07 9963429985 237258521360  4,013,966,076.96 873,664427.02  23,737,017,780.62
At year beginning £ 8,531,909,08.28  7,271,746,581.83 309,491,02483 10960696364  2,081,715354.00 390024057240  1,304,683,105.7  23,509,392,694.25
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

16.

202

Fixed assets (continued)

Fixed assets which are temporarily idle are presented as follows:

B ISR RMEE(EE)
2016 12A31H (A% T)

16. EEEE(E)
UREEMNETEEMNT :

h - EHIBHRETEZIREFRE(E)

2016 20164
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE LR HEER REEE
Machinery and equipment LB 6,019,128.29 5,055,445.40 - 963,682.89
2015 20154
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE ZEHE HEEE FRHEE
Machinery and equipment HRRE 5,482,924.55 4,631,954.67 - 850,969.88
Fixed assets leased in under finance lease are presented as follows: BERABREEENAT
2016 20164
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE Rt E HEER RAEEE
Houses and buildings BEEEY) 31,536,148.80 16,294,164.00 - 15,241,984.80
Machinery and equipment MR B 64,080,636.00 13,254,535.20 - 50,826,100.80
Electronic equipment B 133,729,053.60 58,929,342.00 - 74,799,711.60
Forklift trucks and equipment leased A H A RE K& 3,395,314,930.12  710,336,281.72 - 2,684,978,648.40
out (long-term) (RH)
Forklift trucks and equipment leased 78 REE R 3% 4,367,897,162.42  1,144,787,307.62 - 3,223,109,854.80
out (short-term) (=)
7,992,557,930.94 1,943,601,630.54 - 6,048,956,300.40
2015 2015%F
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE ZEHE REEE FHEE
Houses and buildings BEEEY) 43,720,622.40 24,457,154.40 - 19,263,468.00
Machinery and equipment RN 45,366,708.80 6,676,583.20 - 38,690,125.60
Electronic equipment B 144,777,556.00 70,249,575.20 - 74,527,980.80
Forklift trucks and equipment leased A H A £E K& 2,252,624,050.78 224,248,274.78 - 2,028,375,776.00
out (long-term) (RH)
Forklift trucks and equipment leased ~ TAHHIRE k& 3,498,035,390.91  509,501,674.91 - 2,988,533,716.00
out (short-term) (haH)
5,984,524,328.89 835,133,262.49 - 5,149,391,066.40

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES To KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
16. Fixed assets (continued)
Fixed assets leased out under operating lease are presented as
follows:

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

16. BEEEE)

EMALEEEEREEERNT

Houses and buildings FEE=EED

Electronic equipment BB

Machinery and equipment WIS s

Vehicles BERE

Other equipment HAhak

Forklift trucks and equipment leased out M H A X E R
(long-term) (EH)

Forklift trucks and equipment leased out FAEA X ERFRE
(short-term) (5 89)

2016 2015
20164 20154

- 2,349,951.44

536,355.42 923,041.78
16,285,194.54 10,443,268.08
230,256.58 609,335.85

- 602,097.13
3,141,091,024.80 2,372,585,213.60
4,254,885,546.49 4,013,966,076.96

As at 31 December 2016, the fixed assets for which the Group
had not obtained real estate certificates had a carrying amount of
RMB1,931,155,206.13 (31 December 2015: 1,794,017,705.49).

As at 31 December 2016, fixed assets with a carrying amount of
RMB536,076,525.54 (31 December 2015: RMB31,803,401.00)
were pledged for securing bank borrowings of the Group, while
fixed assets with a carrying amount of RMB133,933,644.00
(31 December 2015: RMB130,047,920.80 was used to provide
guarantee to the obligations under the staff retirement benefit.

R2016F12 8318 @ REE K AES
BiEZIHETEEREEEAAR
#1,931,155,206.13 7T (2015 12 A
318 : AFR#1,794,017,705.497T) °

R2016F12A318 » AEEGEREE
BEA AR%536,076,525.547T (20154
128318 : AR#¥31,803,401.007T)
B E B E RN RIS IRITE R -
1FEEmEE A AR #133,933,644.00
L (205%F 12 A31H : AR
130,047,920.807T) & [E £ & EE AR
B TRNEN THESIREER -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

17. Construction in progress 17. BEIR

204

2016 2015
0165 0155
Gross Provision for Carrying (ross Provision for Carying
carrying amount impairment ENGITI  carnying amount impaiment amount
RESE HEER RaRE FESE HEER FEEE
Project of global accessores distribution ~ H&E 2R
centre of Weichai Power PHEPLEE 154,066,700.50 - 154,066,700.50 26,681,04.24 - 26,681,04.24
FAST transmission technology renovation i T BB MIER
project 131,661,689.22 - 131,661,689.22 128,459,476.96 = 128,459,476.96
Phase Il production fine renovation project of #5817 %:& i — £
motor of Weichai Power FELYERE 82,581,159 - BSBITISOE 1409558931 - 1409558931
Construction of Yulin new factory area WEEEER 7587833021 (24000000000 5187833021 110,164,12021 - 11016412021
Phase | project of diesel engines of WP~ 580 /WPOZFISc
series of Weichai Power —HER 70,022,692.70 - 70,022,692.70 21,486,564.08 - 21,486,564.08
Weichai Power Testing Centre BEnER 30,610,563.83 - 3061056383 28986675320 - 28986675320
Phase Il of new base of Shaanxi Zhongg WEE = 25,567,245.43 - 25,567,45.43 16,801,967.81 - 16,801,967 81
Weichai Power Information Centre HENEELRL 20,322,855.12 - 20,322,855.12 2,754,039.59 - 2,754,039.59
Project of ransportation of casting and heat 4B B EAIAETE
processing of Weichai Power it 19,782,400.09 - 19,782,400.09 17,749,15140 - 17,749,151.40
Thuzhou Gear technology renovation project ke fiziE R 15,909,185.38 - 15,909,185.38 19.464817.18 = 19,464817.18
Landking project of Weichai Pover BB nELER 13,071,030.69 - BOM008 2288020023 B TR WIS
Project of relocation of the equipment B R BRI
technology sewvices company of Weichal SR A=IfE7ER
Power 11,660,757.74 - 11,660,757.74 43,263,139.86 - 48,263,139.86
Project of renovation of production tril -~~~ 4B TR LEHZ
chamber in the technology centre of YiEER
Weichai Power 1,671,220.90 - 7,671,220.90 49,887,497.91 - 49,887 49791
Industrial park projectof Weicha Pover #2481/ T2 888 6004,137.13 - GoMBIE 10629511235 - 10629511235
Renovation for the casting project of Weicha 4481 hE AR M=
Power 5,496,990.65 - 5,496,990.65 35,688,065.03 - 35,688,065.03
Weichai Power Landking Phase I B NEL-E 4,429,807.26 - 4,429,807.26 59,617,894.67 - 59,617,894.67
Logistics Park o Weichai Power L2 Wik 327112614 - MG 1116954333 - 116954433
Project of catering services centre of Weichal ~ 5681 /1B R LR B
Power 2,888,954.00 - 2,888,954.00 82,282.921.13 - 82,282,91.13
Phase Il project of testing centre of Weichai 348 5t% )\ =48R
Power 2,806,301.89 - 2,806,301.89 14,674,249.48 - 14,674,249.48
Project T of Weichai Power EEHTEE 2,269,505.00 - 2,269,505.00 42,089,283.33 - 42,089,28333
Project of three companies of Weichai Power 5831 =A7)28 1,504,301.27 - 1,594,301.27 1555472050 - 15,554,720.50
Project of relocation of five production fines  —F TBMITEESR
for processing in Factory | fEEe 1,388,332.64 - 1,388,332.64 112,475,984.12 - 112,475,984.12
Project of new heawy-duty truck in Xinjang ~ FTEER-FENEER 1,240,185.49 - 1,240,185.49 3371,719.36 - 33771,719.36
150,000-tonne casting project in finding £ S HHE1SEMELER
new factory area 907,258.00 - 907,258.00 907,258.00 - 907,258.00
Others -] 824,442,226.06 (351993391) 8209222915  1,019,641,295.87 (3738,267.94)  1,015903,027.93
Prepaid project equipment monies BN TERER 154,428,844.36 - 154,428,844.36 220,548,762.24 - 2054876224
1,670,014,357.64 (2751993391) 164249442373 2,503403,231.39 (3738,267.94)  2,589,664,963.45

WEICHAI PowER Co.,

LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES To KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
17. Construction in progress (continued)
Movement in key construction-in-progress in 2016 is presented as
follows:

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

17. BEEIRRE)
BEEREIR2016FEHMT ¢

Increase Fixed asset Actual costs

Opening during  transferred in Other Closing Source of asa percentage

Budget balance theyear  during the year decreases balance funding  of budget (%)

53N IREA

BS HBg AEEN ERgE it ERGR EERR  GRALAC)

FAST transmission technology ETREBRIEE 238360000000 12845047696 16396327653  (144,63430334)  (16,12676093) 1316616892 Internal fund 97.11%
renovation project REEE

Weichai Power Testing Centre EEENER 942,310,000.00  289,866,753.20 3437048493 (293,262,674.30) (364,000.00)  30,610,563.83 Internal fund 98.46%
BEEE

Project of global accessories distrbution ~ E£E) N2 RE 419,620,000.00 26,681,204.24  127,385,496.26 - - 154,066,700.50 Internal fund 30.36%
centre of Weichai Power ARLER BEE%

Movement in key construction-in-progress in 2015 is presented as FEERETIR2015FEHMT ¢
follows:

Increase Fired asset Actual costs

Opening during transferred in Other Closing Sourceof  asapercentage

Budget balance theyear  during the year decreases balance funding of budget (%)

IERA

B 20 KRN AFE)\EREE RS ERRE EORE  EEEHA)

FAST transmission technology ETREDHAEE 238360000000 36328945444 18520243145  (37358558888)  (46,486,82005)  128459,476.9 Intemal fund 97%
renovation project BEE:

Weichai Power Tesing Centre EEHNEBAL 942,310,000.00  465,540981.73 469007576 (190,364527.88)  (32.211,77641)  289,866,753.20 Internal fund 98.32%
EFAS

Provision for impairment of construction-in-progress was made
in respect of the construction project of Shaanxi Zhonggi Yulin
new factory area because its recoverable amount was lower
than carrying amount. Therefore, a provision for impairment of
RMB24,000,000.00 was made during the year; Provision amount
for other construction-in-progress decreased since part of the
sparkplug construction-in-progress was abandoned which led to
the transfer out of RMB218,334.03 of provision for impairment of
construction-in-progress.

As at 31 December 2016, construction-in-progress with carrying
amount of RMB46,802,426.45 (31 December 2015: Nil) were
pledged to secure bank borrowings of the Group.

e T2 R (B 248 R PR E R T
RERIEE  FHERAEATKRES
BEARAEEE - BUAFIRRE
{5 A\ R #24,000,000.007C  EMFE
BEIRBEEHESERL  BEARAX
EEBSPERIEREEREELIRE
BUEZEFEE N ARE218,334.037T ©

M20165F12A318 » AEBBERREE
BEA ANRY46,802,426.457C(20154F
12A318 : #)MEEITEAREKR
EUSIRITIER °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

X ab 24 T =
V. NoTES To KEY ITEMS OF CONSOLIDATED hHh - SHEFHEXEIZIABFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
. 7 2
18. Intangible assets 18. BEEE
2016 2016%F
Increase upon Adjustment of
Opening acquisition of Disposals and exchange Closing
balance Addition Internal R&D subsidiaries retirements differences balance
EH8E BE hgHE  WBFATEND RESHE EXZERE EXHE
(Gross carrying amount EERE
Technology know-how ERRI 1,315,258,860.32 2,912,205.94 8,616,156.14 309022160 (143,199,198.62) 17,269,515.88  1,203,947,761.26
Trademark rights HiEFRE 4,470,292,096.00 - - 2,588,748,933.20 - 30072,13090  7,289,113,160.10
Licence Hiti 60548148628 143,644,044.80 - 1113285840 - eI 88813117670
Land use rights THFRE 1,526,007,699.09 270,085,480.53 - - (9,609,798.33) 837,130.35  1,787,320,511.64
Orders on hand EFE 269,392,256.45 - - - (278,266.40) 3,285,267.58 272,399,251.63
Customer relationship EPER 4,898,046,182.49 21,968.40 - 504729848240 (117314,175.53)  352,413,113.10  10,180,465,570.86
Software it 274,642,919.04 3831912132 - 826,731.87 - 23,818,620.10 337,607,404.33
Others b 1,632,726,977.66 385,544,681.72 68,830,949.10  4,675,410,084.40 (11,017,305.03)  241,402,11896  6,992,897,512.81
14,991,848,471.33 840,527,514.71 714470524 12,426,702,987.87  (281,418,743.91)  896,775,014.00  28,951,882,355.33
Adjustment of
Opening Disposals and exchange Closing
balance Provision retirements differences balance
EN8E it REZHR EXEERE EXGE
Less: Accumulated amortization Bt
Technology know-how EERE 579,116,751.03 156,807,755.65 (125,352,683.06) 4,584,299.37 615,156,122.99
Trademark rights e 19,594,127.24 2,210,542.13 - mana 22,036,046.54
Licence it 194207,10240 17412886120 - 150878270 37984474630
Land userights TR 1341375378 45,856,154.17 (1,105,126.81) - 1816478114
Orders on hand g 77,231,252.00 20,591,707.14 (278,266.40) (2,490,410.00) 95,054,282.74
Customer relationship BB 75547788160 525,198,538.80 (117,314,175.53) 19,502,167.00  1,182,864,411.96
Software gf 89,164,483.68 20,961,812.34 - 21,246,109.33 131,372,405.35
Others 2 236,675,663.26 461,548,761.20 (11,009,982.23) 10,746,793.82 697,961,236.05
212488101499 1,407,364,132.63 (255,060,234.03) 65,269,119.48  3,342,454,033.07
Decrease  Adjustment of
Opening  Increase during during exchange Closing
balance the year the year differences balance
88 AEEN AEHD EiEERE EXBE
Less: Provision for impairment W AEERE
Technology know-how EL - - - - -
Trademark rights TR - - - - -
Licence e - - - - -
Land use rights TR - - - - -
Orders on hand EFIE - 18,219,12640 - (39,808.00) 18,179,318.40
Customer relationship EFEA - 159,790,818.80 - (349,136.00)  159,441,682.80
Software E(i - - - - -
Others fy - 68,830,049.10 - - 68,830,949.10
- 246,840,894.30 - (388,044.00)  246,451,950.30
Net carrying amount REFE
Technology knovw-how EERH 736,142,109.29 588,791,638.27
Trademark rights HEERE 4,450,697,968.76 1,267,071,113.56
Licence Wit 41127438388 508,286,430.40
Land use ights TiHERE 1,352,593,945.31 1,569,155,730.50
Orders on hand EFiE 192,161,004.45 159,165,656.49
Customer relationship ZEEE 4,142,568,300.89 8,838,159,476.10
Software af 185,478,435.36 206,234,998.98
Others i 1,396,051,314.40 6,226,105,327.66
12,866,967,462.34 25,362,976,371.96
206 WEICHAI POWER CO., LTD. @8 HhBRMERAD




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

18. Intangible assets (Continued) 18. EFEEA)
2015 20 154F
Business Business
combination combination Adjustment of
Qpening ot under under Disposals and eichange Closing
balance Addtion Intemal RO common control  common control retirements differences balance
HR-BHT R-126T
£ BT AR R MM EEE BiEER oo
(Gross carrying amount EERE
Technology know-how BER 1,174,928 552.78 15994394 150,645,640.15 - B32000000 (1910150000 (3181512655 131525886032
Trademark rights ERFRE 4,617,999,346.00 32,100.00 - 59,735,600.00 - - (207 474950.00)  4470292,09%.00
Licence i 56857895034 42,655,386.00 - 4950414200 - (3085132000 (24402.86006) 6054814868
Land use rights TiRE 1502535567.05 13469252555 - - - (150,694,197.49) (526,196.22)  1,526,007,699.09
Orders on hand eI 277954,012.94 - - - - - (856175649 26939225645
Customer reationship EFER 5,071,859,706.56 - - 6054828200 - (171230000 (232590576.07)  4,898,046,182.49
Software af 21683805481 6342637970 - - - (15400135 (407942412 27464291904
Others 1) 167323540630 298,684,946.00 2985104132 5,153932.00 - (942528023)  (19.94550564) 163272697766
15,143929590.98 53965128119 18049%,681.47 17494195600 2325000000 (481,02464316)  (589,396,395.15)  14,991,848,477.33
Business
combination Adjustment for
Opening under Disposals o exchange Closing
balance Provision common control retirements dfferences balance
AT
L2 il (=l REARE  ENEERY EraE
Less: Accumulated amortization B EiEE
Technology know-how £y 4340985886 142,349,943.11 12,012,500.00 (715,438.00) 2,059,887.06  579,116,751.03
Trademark rights "ﬁ%% 16,788,050.80 2,378,006.04 = = 4807040 19,594,127.4
Licence %n 7687853064 1425974249 - (26,742,100.00) 14734680 194,207,10240
Land use rights tERE 153,232,082.38 3757,8%.12 - (125762470 - 1341379378
Orders on hand Hﬁ 55,126,706.40 19,733,586.00 - 2370,959.60 7123125200
Customer relatonsp BPE 329450820 4394945800 - 41200) 188595340 75547788160
Software g 71,09,045.45 010477757 - (1,002,71350) (941,625.77) 89,164.483.68
Others £ 191,983.48934  321,183,040.00 - (2038363083)  (12,654557.76)  236,675,663.26
130145784607 1,120598931.80 12,012,50000  (305,810,1%.561) (33718066.27)  2,124,881,01499
Decrease  Adjustment for
Opening ~ Incresse during during eichange Closing
balance the year the year dfferences balance
i KEEN KEg)  EiERER B
Less: Provision for impairment W REER
Technology know-how 2ERI - - _ B B
Trademark rights EEERE - - _ B B
Licence i - - - - -
Land use rights THERE - R _ B .
Orders on hand EEE - - _ B B
Customer relaionship XFHE - - - - -
Software Eilis - - - - -
Others £ - 2828411200 (28284,112.00) -
- 2828411200 (28284,112.00) - -
Net carrying amount FHFE
Technology know-how S5 75151869392 736,142,10929
Trademark righs BRRRE 460121129520 445069796876
Licence S 49170041970 411274,383.88
Land use rights R 1,389,303.484.87 1,352,593.945.31
Orderson hand EFE 2087730654 192,161,00445
Customer reationship ZEE[ 475891462436 414256830089
Software gt 145,744,009.36 18547843536
Others i 1,481,251,916.% 1,396,051,314.40
1384247175091 12,866,967 462.34
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NoTES ToO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

18.

WEICHAI PowER Co.,

Intangible assets (continued)

As at 31 December 2016, intangible assets with carrying amount
of RMB424,293,347.72 (31 December 2015: RMB43,997,456.41)
were pledged to secure bank borrowings of the Group.

The trademarks are renewable every 10 years at minimal cost.
The management of the Group are of the opinion that the Group
has both the intention and ability to renew the trademarks
continuously. As a result, the useful life of the trademarks is
considered by the management of the Group as indefinite because
the trademarks are expected to contribute to the Group’s net cash
inflows indefinitely. The trademarks will not be amortised until
their useful life is determined to be finite. Instead the trademarks
will be tested for impairment annually and whenever there is an
indication that they may be impaired. Particulars of the impairment
testing are disclosed in Note V.20.

As at 31 December 2016, the intangible assets for which the
Group had not obtained title certificates had a carrying amount of
RMB115,011,683.66, for which the Group was in the process of
applying (31 December 2015: RMB198,847,774.46).

LTo. #XRBNBRMERLET

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

18.

\BmFEE(E)

562016¢12H31 H FEEEAR
#5424,293,347.72 70 (20154F 12 A 31
B : AR#43,997,456.4170) EFE
ERREAEUSIRITER -

HEE T FERREKAEE X -
AEEERERAS  AKEAEHE
ENTHEEZEHE - et Sl
BRI KARAEBELRSRAF
BB AEEEEERE
BRHEEKATERER - RIFZEFR
BRI ERFREBERER - B
NEETHE - AR BEREESF
KB EABERBENFERERETR

u/<—r

RIS, © R RIS RIS - 20
1958 -

M20165F12 A31H - NEB Rt
EEZENENEAEREEEAAR
#115,011,683.66 7T + &1 it IE A= 4
FRBIEFR (2015%F 128318 « AR
#198,847,774.467C) °



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

19.

Expenditure on development
Capitalization of expenditure on development starts when

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

B ISR RMIEE(E)
2016 12A31H (A% T)

the development stage is reached. Capitalized expenditure on

development of the Group is presented as follows:

20716

Increase during

h - SHIBHRETEZIREFRE(E)

19. BAZXH
& BB S 3 B B BB ER 0 B IR B 44
BARM - REBEAREHRET M

™

20164

Decrease during

the year the year
KREL KERD
Recognition of
Opening intangible Other Closing
balance Internal R&D assets decrease balance
FHHRE AHEE  RAENEE HitrH S R
HX complete vehicle external  HXEE NS
flow field analysis and A RELIER
optimization project 13,185,634.17 - - (3,513,255.45)  9,672,378.72
Improvement project BR=ENEER
on driver's cabin 25,430,342.84  17,984,823.91 - - 43,415,166.75
Hydraulics project REEE 235,706,165.08  43,372,944.40 (68,830,949.10) (47,983,410.10) 162,264,750.28
QOthers Hit 191,746,624.88  72,837,030.10  (8,616,156.14) (25,545,327.67) 230,422,171.17
466,068,766.97 134,194,798.41  (77,447,105.24) (77,041,993.22) 445,774,466.92
2015 20154F
Increase during Decrease during
the year the year
RSN RERD
Recognition of
Opening intangible Other Closing
balance Internal R&D assets decrease balance
FAERE NEFE RREVAE Himp ERBE
HX complete vehicle external ~ HX#E 575
flow field analysis and A REIIER
optimization project 3,457,277.33 9,728,356.84 - - 13,185,634.17
Improvement project ES=itEg
on driver's cabin 8,190,188.69  33,414,089.78  (16,173,935.63) - 25/430,342.84
Hydraulics project REIER 400,216,608.00  39,883,932.00 (134,471,704.52) (69,922,670.40) 235,706,165.08
QOthers Hit 121,842,316.74  99,755,349.46  (29,851,041.32) - 191,746,624.88
533,706,390.76  182,781,728.08 (180,496,681.47) (69,922,670.40) 466,068,766.97
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

20. Goodwill 20. BE
2016 20164
Increase during
the year
Business
combination
not involving
entities under Decrease during Adjustment for
Opening balance common control the period  exchange differences Closing balance Asset group unit
KRN
FA-84T
bEak EizEa
Merger vith TAGC AfEAE 537,573736.46 - - - 537157373646 Asset group unitB
EEEERR
Merger with Linde Hydrauiics GmbH & Co. K6~ ABERBAEAE 752,544,551.07 - - 2,443,12028 77498767135 Asset group unit C
BEEEAC
Merger with KION GROUP AG AHHKION GROUP AG 6,133,809,720.72 - - 151,136,591.17 6,284,006,311.89  Asset group unit D
EEAEAD
Merger with Egemin Automation Inc. & B¥Egemin Automation Inc 362,323,483.20 - - 9,512,262.00 37183574520 Asset group unit E
HEEMLE
Merger with Retrotech Inc. ARetrotech Inc. - 173,000,003.40 - 11,299,413.00 18429941640 Assetgroup unit E
HEEMLE
Merger with Dematic Group A bDematic Group - 14,304,099,600.00 - 490,540,983.60 14,794,640,583.60  Asset group unit F
ERAAAF
Others it - 95,689,679.20 - (6,298,288.00) 89,391,391.20
1,786,251,491.45 14,572,789,282.60 - 678,634,082.05 23,037,674,856.10
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

B ISR RMIEE(E)
20164 12H31H(ARKT)

h - SHIBHRETEZIREFRE(E)

20. Goodwill (continued) 20. BE(&)
2015 20154
Increase during
the year
Business
combination
notinvolving
entities under Decrease during Adjustment for
Opening balance common control theperiod  exchange differences Closing balance Asset group unit
KRN
FR-AHT
2 bERk RERD B £ R ERBE Ll
Merger with TAGC AENE 537,908,504.02 = (334,767.56) - 537,573,736.46 Asset group unit B
HEfAAD
Merger with KION GROUP AG AHKION GROUP AG 6,445375,994.17 - - (311,566,273.45) 6,133,809,720.72 Asset group unit D
=)
Merger with Egemin Automation Inc. Af¥Egemin Automation Inc. - 341,042,81130 - 21,280,67190 362,323,483.20 Asset group unit E
BEEAE
Merger with Linde Hycraulics GmbH & Co. K6~ ABHERBAEAE 790,769.978.99 - - (38225427.92) T5L5455107  Assetgroupunit C
BRAMAC
177405447718 341,042,811.30 (334,767.56) (328,511,02947) 7,786,251,491.45

Balance as at 31 December 2016 mainly represented goodwill
arising from merger with TAGC, Linde Hydraulics GmbH & Co. KG,
KION Group AG, Egemin Inc., Retrotech Inc. and Dematic Group.
Goodwill arising from merger would be allocated to material asset
group units to test for impairment on an annual basis.

20165F 12 A3 B EBRTEFERE
PEMANIE - REBRES B EE - KION
GROUP AG * Egemin Inc. * Retrotech
Inc. fDematic Group Ml & 4 B 7 2 o
AEEFFERZESHRENEE
SREEEEEMAASETEHEREAE
AIE, o
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V.

212

NOoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

20.

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

Goodwill (Continued) 20. FE(E)
Further, the trademark with indefinite useful life comprised in the BN BERMER - 18RPEE
intangible assets in Note V.18 amounted to RMB7,257,195,408.80 REKARME A EEBEERARE
and is included in those asset group units for impairment testing. 7,257,195,408.807C * MBIELEZE
BEABEETRETRENS -
Carrying amount of material goodwill and trademarks is allocated EERENBENRECEIREE
to the following asset group units as follows: EANERAT
Carrying amount of goodwill Carrying amount of trademark
BHENEESH BENEESHE
2015
20156
Asset group unit A BEMAMBAA - - 116,422,784.00  116,422,784.00 Mottt
Asset group unit B BEEAAB 537,573,736.46  537,573,736.46  94,197,000.00  94,677,740.80 Moeii1
Asset group unit C BEEAAC 774,987,671.35  752,544,551.07 - _ oz
Asset group unit D BEBHAD 6,284,946,311.89  6,133,809,720.72 4,297,757,464.80 4,178,578,723.96 teteis3
Asset group unit E BERBAE 556,135,161.60  362,323483.20  62,838,480.00  61,018,720.00 totei
Asset group unit F BEAAAF 14,794,640,583.60 - 2,685,979,680.00 — otesis
Note 1: Trademarks related to the manufacturing of diesel engines and major 1 RNEEAEELHE N B ET IR

WEICHAI PowER Co.,

parts of the Group are allocated to asset group unit A: manufacture and
sale of diesel engines and related parts and are tested for impairment.

The goodwill and trademark acquired through the mergers with TAGC
are allocated to asset group unit B: major automobile components other
than automotive and diesel engines are tested for impairment.

The recoverable amount of asset group units A and B has been
determined based on the present value of the expected future cash
flows of the asset group, which was determined based on cash flow
projection in accordance to the 5-year financial budget approved by the
management. The discount rate used for the cash flow projection of
asset group units A and B was the pre-tax rate of 15.79%. The estimated
growth rate of cash flows beyond the 5-year period of 2.5% was the
long-term average growth rate in the industries or regions in which the
enterprises operate;

LTo. #XRBNBRMERLET

HIBIR D I EREMMEELA - FERH
ELEh % RAAEE R - ETTHREN

AEEE GEHNERFHIREREIES
IEEBEMMEB : ) TERIEHEING
FETETE - ETTRER -

BEHHESARBH ] Y 0] % 5% FE A
EAE BRI AR KRB S 2 MR E
BT A AKHAL RERIEETE
JEHEE B 54F B B 7 TR E A E ey B
THEBEAKETE - BEHMEEA -
BHE & E AN F AT T H R 2
15.79% + 5 LA 18 1) 3 % 5 & By 1 &t
REFHIER K2 5% B E T
bR AR B FAGHE R K -



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NOTES

FINANCIAL STATEMENTS

TO0 KEY ITEMS OF CONSOLIDATED
(CONTINUED)

20. Goodwill (Continued)

Note 2:

Note 3:

Note 4:

Note 5:

The goodwill and trademark acquired through the mergers with
Linde Hydraulics GmbH & Co. KG are allocated to asset group unit C:
manufacture of hydraulic pumps, hydraulic motors, hydraulic valves, gears
and other components and are tested for impairment.

The recoverable amount of asset group unit C has been determined based
on the present value of the expected future cash flows of the asset group,
which was determined based on cash flow projection in accordance to
the 5-year financial budget approved by the management. The discount
rate used for the cash flow projection of asset group unit C was the pre-
tax rate of 7.54%. The estimated growth rate of cash flows beyond the
5-year period of 2% was the long-term average growth rate.

The goodwill and trademark acquired through the mergers with KION
GROUP AG are allocated to asset group unit D: forklift trucks production
and warehousing technology services and are tested for impairment.

The recoverable amount of that asset group unit is determined as the
fair value of shares held in KION GROUP AG, i.e. market value as at 31
December 2016, minus the cost of disposal.

The goodwill and trademark acquired through the mergers with Egemin
Automation Inc. and Retrotech Inc. are allocated to asset group unit E:
Automated warehousing and distribution and are tested for impairment.

The recoverable amount has been determined based on the present value
of the expected future cash flows of the asset group unit, which was
determined based on cash flow projection in accordance to the 5-year
financial budget approved by the management. The discount rate used
for the cash flow projection of the asset group unit was the pre-tax rate
of 9.5%. The estimated growth rate of cash flows beyond the 5-year
period of 0.5% was the long-term average growth rate.

The goodwill and trademark acquired through the mergers with Dematic
Group are allocated to asset group unit F: Smart supply chain and
automation solution and are tested for impairment.

The recoverable amount has been determined based on the present value
of the expected future cash flows of the asset group unit, which was
determined based on cash flow projection in accordance to the 5-year
financial budget approved by the management. The discount rate used
for the cash flow projection of the asset group unit was the pre-tax rate
of 10.4%. The estimated growth rate of cash flows beyond the 5-year
period of 0.5% was the long-term average growth rate.

As at 31 December 2016, the management considered that there was no
impairment of value in goodwill or trademark.

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

20.

BE (&)
2 AEBMAGIMERESBLERENE

23

it4

25 :
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES To KEY ITEMS OF CONSOLIDATED D~ SHIBFEHREXEZIEBFEGE)
FINANCIAL STATEMENTS (CONTINUED)
21. Long-term prepaid expenses 21. REASEER
2016 20164

Increase  Amortization

Opening during during Other Closing

balance the year the year decrease balance

F6HE AER KEHH HiH D FRHE

Industrial mould fee THELE 216,396,240.19  83,398,524.61 (43,184,827.85)  (3,196,511.41) 253,413,425.54

Industrial equipment fee TuRES 52,481,511.01  18,135,922.64  (19,533,897.77) - 51,083,535.88
Expenditure on improvement  FAABEEE

of fixed assets leased in WR 45,504,218.38 8,510,909.93  (24,493,398.18)  (1,358,974.35)  28,162,755.78

314,381,969.58  110,045,357.18  (87,212,123.80)  (4,555,485.76) 332,659,717.20

2015 20154
Increase Amortization

Opening during during Other Closing

balance the year the year decrease balance

FAIBE ARELN NS i Hitm o FRBE

Industrial mould fee THEEAE 71,610,046.80 191,889,571.01  (41,650,208.40)  (5,453,169.22) 216,396,240.19

Industrial equipment fee ThuHREE 52,107,937.89  19,345,462.96  (17,398,298.25)  (1,573,591.59)  52,481,511.01
Expenditure on improvement A B & &

of fixed assets leased in MR 45,067,155.01  22,830,355.06  (22,393,291.69) - 45504,218.38

168,785,139.70  234,065,389.03  (81,441,798.34)  (7,026,760.81) 314,381,969.58
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B RS ER RMFsE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

22. Deferred tax assets/ liabilities 22. EEFIEHREE &
Deferred tax assets and deferred tax liabilities which are not RS SHHIRE TS TR E EFELEFT
deducted are as follows: FHAE -
2016 2015
2016%F 20155
Deductible Deductible
temporary Deferred temporary Deferred
difference tax assets difference tax assets
A& B A4 Bt
HRMER FiEBEE TRMER FEHiEE
Deferred tax assets EEFMBHEE
Finance lease payables HEHERMAK 9,480,042,083.37 2,473,772,630.86 8,812,036,41451 2,462,398,078.03
Accruals EIREE 9,503,933,754.89  2,390,911,564.98 6,714,531,736.08 1,668,012,491.06
Adjustment of fair value upon PESHRR
business combination BERE 2,622,336,436.09  770,594,708.88  631,313,683.67  174,822,445.59
Provision for impairment of assets BERBEER 2,542,504,605.22  487,952,048.64 1,776,460,862.99  326,736,180.04
Deductible losses AEMEE 1,278,497,540.51  385,545,447.81 2,922,483,770.02  544,008,711.64
Unrealized profit for internal NHRHRERFE
transactions 1,233,696,978.01 355,095,823.02 882,390,501.60 265,071,424.94
Fixed assets leased in under finance ~ FEAABTEE
lease 1,354,687,861.39 254,501,108.47 1,359,512,899.68 262,051,032.10
Finance lease receivables HERERLH 408,234,674.21 89,597,980.50  355,754,338.16 86,165,868.44
Deductible goodwill arising from EEHAER
business combination (before tax) KImE 119,855,895.87 37,483,930.91  176,812,384.00 54,369,808.08
Others Hity 412,626,096.71 90,391,090.40 520,804,858.59 118,436,488.71

28,956,415,926.27  7,335,846,334.47 24,152,101,449.30  5,962,072,528.63
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

22. Deferred tax assets/ liabilities (continued) 22. EEFERERE &GE(E)
2016 2015
20165 20155
Taxable Taxable
temporary Deferred temporary Deferred
difference tax liabilities difference tax liabilities
ERER Figbias Tt ER FiEHaR
Deferred tax liabilities EREFEHEE
Fair value adjustment upon business ~ (PEAHBIDS
combination EERR 24,645,853,123.12  7,603,245,688.48 10,929,461,372.59  3,301,558,059.06
Finance lease receivables BERERIT 5,859,314,648.01  1,458,662,698.91  5357,705,380.42  1,431,581,449.36
Fixed assets leased in under BEMAEEEE
finance lease 4,608,972,191.09  1,229,737,976.28  3,849,635312.86  1,077,092,554.47
Intangible assets generated from AEET R EN AE
internal R&D 1,300,720,794.69 382,717,815.51 1,331,022,449.14 395,017,287.41
Payroll and benefits BIHMER 482,145,378.75 120,827,695.24 139,114,784.47 33,096,137.00
Amortization of taxable value of [l B3
trademark rights 108,892,004.06 16,333,800.60 108,892,000.00 16,333,800.60
Amortization of finance expenses for ~ REEFFREE R HE
long-term borrowings 15,089,690.28 4,674,607.37 288,187,725.06 88,938,970.57
Accounts payable FERTIR R 63,455,505.89 20,532,184.20 18,173,693.60 4,791,499.74
Change of fair value of available-for-sale It HESRIEE
finandial assets INE ) 53,200,000.00 7,980,000.00 59,200,000.00 8,880,000.00
Prepaid expenses HEER 24,820,169.35 5,496,859.24 30,134,509.72 7,437,264.35
Receivable from related companies NG 306 - - 7,101,750.02 2,165,781.21
Others Htfy 1,882,894,621.20 586,407,295.79  1,053,645,583.22 253,986,311.27
39,045,358,126.44  11,436,616,621.62 23,172,274,561.10  6,620,879,115.04

Deferred tax assets and deferred tax liabilities are presented in net EEFTS I E EARLEFTSTH BRI

amount after offsetting: HEHB A EREDIR ¢
2016 2015
2016% 2015%
Offset amount ~ After offsetting Offset amount After offsetting
HHESHE HHEARE BHeE HiksE
Deferred tax assets EEFEHEE 3,316,246,921.89  4,019,599,412.58  2,795,247,395.54  3,166,825,133.09
Deferred tax liabilities EEFEHAE 3,316,246,921.89  8,120,369,699.73  2,795247,395.54  3,825,631,719.50
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
22. Deferred tax assets/ liabilities (continued)
Deductible temporary difference and deductible losses in respect of
deferred tax assets not yet recognized are presented as follows:

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

22. IBEFBHEE BEH)
SR HERRIE T FT 15 1 & 2 M) A IR N
MR R ATEMERNT

2016 2015
20154

20164

ENEREER
R

Deductible temporary difference
Deductible losses

2,011,435,534.79
8,202,862,447.02

848,650,979.54
4,113,101,545.78

10,214,297,981.81 4,961,752,525.32

Deductible losses in respect of deferred tax assets not yet
recognized will fall due in the following years:

AERREFAEHREEN T RINER
KRIATEERIE

2016 2015
20164 20154

2016 20164
2017 20174
2018 20184
2019 20194
2020 20204
2021 20214
Indefinite S| HRHARR

- 177,447,552.58
354,924,713.92 358,069,738.73
363,932,115.73 344,493,565.50

220,442,734.63 251,978,729.21
698,712,453.81 653,368,514.08
1,018,852,970.47 =
5,545,997,458.46 2,327,743,445.68

8,202,862,447.02 4,113,101,545.78

Deferred tax related to deductible losses and temporary difference is
recognized based on profit forecast.

23. Other non-current assets

A& EAR R 2 A TR #E R B AT 4K 4N &
BT RABREAELERTSH

23. HitFRBEE

2016 2015
20164 20154

Scheme assets under defined benefit BERWTEIZEHEIEE
scheme 89,880,946.80 214,544,657.60
Others Hib 169,839,756.20 34,010,138.99

259,720,703.00 248,554,796.59
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

24. Short-term loans 24. SHA{EER

2016 2015

20164 20154
Mortgage loans R S 19,000,000.00 39,000,000.00
Pledged loans ERER - 380,231,102.40
Guaranteed loans ERER 1,857,388,560.00 =
Credit loans ERER 2,895,260,194.00 2,541,877,111.06

4,771,648,754.00 2,961,108,213.46

As at 31 December 2016, the above loans carried interest at rates
ranging from 0.85% to 5.22% (31 December 2015: 0.95% to
7.8%) per annum.

M2016F 12 A31H » LiltfE A F
H=E 50.85%~5.22% (2015412 A 31
H :0.95%~7.8%) ©

25. Financial liabilities at fair value through profit or 25. UAREBEFEEESHTAE
loss for the current period HEZNEmAas

2016 2015
20164 20154

Forward contracts RHEMR
Cross currency interest rate swap RXEENEEHMT A
instruments (Note V. 65) (Ktzt# - 65) -

168,670,171.20 84,255,500.00

7,759,303.10

Total BEr 168,670,171.20 92,014,803.10

26. Notes payable 26. EIEE
2016 2015
20164 20154
Bank acceptance bills PRITEAEE 7,896,723,878.02 5,365,589,759.34
Commercial acceptance bills BEANEE 862,140,302.52 154,563,376.68
Total A=t 8,758,864,180.54 5,520,153,136.02

As at 31 December 2016, the Group had no notes payable which
were due and outstanding (31 December 2015: Nil).

218 WEICHAI PoWER Co., LTD. SE8hhBRHBEMRAD

M20164512 A31 8 » 7N & [ & 3| 5
AT EH AN ZE (20155128318

&) -

Wy



NOTES TO FINANCIAL STATEMENTS (CONTINUED)
31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES To KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
27. Accounts Payable
Accounts payable are non-interest bearing, and are generally
settled within three to four months.

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

27. FEIRFX
FERRFRTETE - WREAE3-AMEAN
BlE e
2016 2015
20154

20164

Accounts payable

JE I IRX

21,897,787,394.18  14,702,630,179.02

As at 31 December 2016, the aging analysis of accounts payable
based on the invoice date is presented as follows:

2016128318 » FERIRFRENZE
=R HMRRSITI ¢

2016 2015
201645 20154

Within 3 months 3EAN 18,774,819,894.45  11,683,722,214.26
3 to 6 months 3%6f@A 1,386,917,840.71 1,602,521,660.38
6 months to 1 year JEEENE:S 951,451,948.60 634,628,115.29
Over 1 year 19 A £ 784,597,710.42 781,758,189.09
Total A5 21,897,787,394.18  14,702,630,179.02

As at 31 December 2016, there was no material accounts payable
which aged over one year (31 December 2015: nil).

28. Advances from customers

20165128318 - EBREE—F LA
MEZEMNZKIA(2015F12 8318 -
) o

AN

28. FEWFKIE

2016 2015
20154

20165

Advances from customers W ERIA

4,627,211,871.86 1,629,901,698.66

As at 31 December 2016, there was no material advances from
customers which aged over one year (31 December 2015: nil).

M20165F12A318 » EREE—FIA L

B EETEYKRIA(20154E12 A311 -
) o
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

B ISR RMEE(EE)
2016 12A31H (A% T)

V. NoTEs To KEY ITEMS OoF CONSOLIDATED HhH - SHEHHRXEZIABFREE)
FINANCIAL STATEMENTS (CONTINUED)
29. Payroll payable 29. FEfTER TN
2016 20164
Business
combination
not involving
Opening entities under Increase during  Decrease during Closing
balance  common control the year the year balance
*E-E2HT
NGRS MEEAH RERM KEHD ERGE
Short-term remuneration B 2,559,256,264.45 519,961,251.58  13,717,899,832.70  (13,436,160,104.86)  3,360,957,243.87
Post-employment benefits BBEERN
(defined contribution plan) (RERR:E) 260,170,732.23 32,635,855.00  2,051,807,350.41  (1,947,722,085.47) 396,891,852.17
Severance benefits Portion due BRRN-ER
within 1 year TROHS 240,966,755.55 32,752,116.06 86,393,736.34 (115,348,109.70) 244,764,498.25
Cash-settled share-ased payment ~ —ERF|HEIFLLEE
due within 1 year HRIASH 79,735,857.60 - 13580931560  (67,74322280)  147,801,950.40
Other long-term payroll due —FREBNEL RS
within 1 year BIEH 7,123,580.80 12,869,453.18 238,724,986.43 (240,341,418.41) 18,376,602.00
3,147,253,190.63 598,218,675.82  16,230,635,221.48  (15,807,314,941.24)  4,168,792,146.69
2015 20154
Business
combination
involving
Opening entities under Increase during Decrease during Closing
balance common control the year the year balance
R T
ERE it <oid REEM AERD ERHE
Short-term remuneration K 2,508,586,938.87 14,620,785.03  11,881,251,152.97  (11,845,202,612.42)  2,559,256,264.45
Post-employment benefits (defined  BER& /87
contribution plan) (RERR:E) 322,162,328.33 19802368  1,816,149,37454  (1,878,338,994.32) 260,170,732.23
Severance benefits Portion due FRRN-ER
within 1 year ZATEES 201,584,718.65 - 160,411,506.69 (121,029,469.79) 240,966,755.55
Cash-settled share-ased payment ~ —ERF|HEIFLLEE
due within 1 year HRATH - - 81,097,307.60 (1361450000 79,735,857.60
Other long-term payroll due —EREHNEMRS
within 1 year BIEH 82,690,059.60 - 109,641,810.38 (185,208,289.18) 7,123,580.80
3,115,024,045.45 14,818,808.71  14,048,551,152.18  (14,031,140,815.71)  3,147,253,190.63
220 WEICHAI POWER CO., LTD. M4EhNBRMNERALT



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (continued)

Short-term remuneration is presented as follows:

2016

Salaries, bonuses, allowances and

TE %8 RHNEY

Opening

balance

R

B ISR RMIEE(E)
2016 12A31H (A% T)

29. FEABIFHM(E)
ySECET T NE

20164

Business
combination
not involving
entities under
common control
FE-ZHT
MEEEH

Increase during
the year

Decrease during
the year

AEEM FEED

h - SHIBHRETEZIREFRE(E)

Closing
balance

FRHE

subsidies 1,991,148,237.20 427,304,009.34  11,932,313,658.49  (11,694,604,409.98)  2,656,161,495.05
Staff welfare RIGHZ 17,953,375.82 - 325,313,194.54 (318,965,360.12) 24,301,210.24
Social security HeRRE 69,373,616.93 - 861,470,148.78 (861,893,058.80) 68,950,706.91
Incl: Medical insurance Eh EBRRE 52,885,474.44 - 735,696,031.92 (730,541,899.01) 58,039,607.35
Work injury insurance IERRE 12,431,447.97 - 67,925,392.72 (73,049,936.73) 7,306,903.96
Maternity insurance LERBE 342,476.719 - 11,884,656.60 (11,898,937.23) 328,196.16
Supplementary medical insurance %ﬁ?ﬁ%gﬁﬁ 3,714217.73 - 45,964,067.54 (46,402,285.83) 3,275,999.44
Housing funds EUN] 14,922,967.40 - 213,139,286.21 (213,217,753.01) 14,844,500.60
Labor union operating funds and @%«%ﬁﬂﬁé&l
employee education costs HELE 341,607,512.29 - 108,289,166.76 (54,139,910.17) 395,756,768.88
Other short-term remuneration A2 HEm 124,250,554.81 92,657,242.24 271,374,371.92 (293,339,612.78) 200,942,562.19
2,559,256,264.45 519,961,251.58  13,717,899,832.70  (13,436,160,104.86)  3,360,957,243.87
2015 20154
Business
combination
involving
Opening entities under Increase during Decrease during
balance common control the year the year Closing balance
R—#5T
FORE K adt AREEM AEFD FREE
Salaries, bonuses, allowancesand ~ T& - %% - ZBEAmEL
subsidies 2,048,477,621.20 5880,569.41  10,219,129,213.04  (10,282,339,166.45)  1,991,148,237.20
Staff welfare RIGHZ 19,981,723.00 1,773,725.31 275,507,038.45 (279,309,110.94) 17,953,375.82
Social security HERRE 8,169,937.38 92,215.99 850,012,234.99 (788,900,771.43) 69,373,616.93
Incl: Medical insurance £ BBRR 3,797,634.08 92,197.13 732,738,558.00 (683,742,914.77) 52,885,474.44
Work injury insurance I%Wﬁ 448,766.83 943 58,576,154.45 (46,593,482.74) 12,431,447.97
Maternity insurance EERBE 421,484.06 943 13,659,102.50 (13,738,119.20) 342,476.79
Supplementary medical insurance 'ﬁﬁ%fﬂ%@ 3,502,052.41 - 45,038,420.04 (44,826,254.72) 3,714 217.73
Housing funds EREAT 13,771,309.97 (1,343.80) 228,701,243.05 (227,548,241.82) 14,922,967.40
Labor union operating funds and M«E%ﬂﬁé&l?} [s
employee education costs 286,743,090.75 6,875,618.12 91,542,225.52 (43,553,422.10) 341,607,512.29
Qther short-term remuneration EibasEm 131,443,256.57 - 216,359,197.92 (223,551,899.68) 124,250,554.81
2,508,586,938.87 14,620,785.03  11,881,251,152.97  (11,845,202,612.42)  2,559,256,264.45
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (continued) 29. BENBIIEM(E)
Post-employed benefit (defined contribution plan) is presented as BER R EN (RERFFTENAT ¢
follows:
2016 2016%F
Business
combination
not involving
Opening entities under Increase during  Decrease during Closing
balance  common control the year the year balance
FE-2HT
6% HEEAH REE REHD ERBE
Basic pension insurance ErEERR 202,120,995.64 32,635,855.00  1,791,378,374.15  (1,690,677,918.65)  335,457,306.14
Unemployment insurance KERRE 10,826,606.72 - 149,208,81132  (146,555,254.89) 13,480,163.15

Contribution to pension fund beEsys 47,23,129.87 11122016494 (110488911.93)  47,954,382.88
260,170,732.23 3263585500 205180735041  (1,047,722,08547)  396,891,852.17

2015 20154
Business
combination
involving
Opening entities under Increase during Decrease during
balance common control the year the year Closing balance
R—f&5T
EMHE frxad REEN AERD ERHE
Basic pension insurance ErEERR 292,500,414.92 (3.09)  1,555,766,570.73  (1,646,145,986.92) 202,120,995.64
Unemployment insurance RERBE 1,465,626.36 2829 13760678078 (128245828.71) 10,826,606.72
Contribution to pension fund PEFSHB 28,196,287.05 197,998.48 122,776,023.03 (103,947,178.69) 47,223129.87
322,162,328.33 19802368  1,816,149,37454  (1,878,338,994.32) 260,170,732.23
Total remuneration of directors, supervisors, senior management RNEEREEE  EF - afRBEA
and chief executive officer incurred during the year is presented as BRERMTEMS@EERNT
follows:
2016 2015
20165 20154
Fees Fiak 634,026.00 697,026.00
Other emolument: E At -
Wages, allowances and non-cash benefits T&  ZEENERS
in kind Flazm ek 20,526,280.91 19,886,600.00
Contribution to pension schemes BEZSFTEIHR 268,451.64 581,838.24
=0 21,428,758.55 21,165,464.24
Note: Certain executive directors of the Company are entitled to performance- it AR AMRLHTTEFHERZ AN
linked bonus and share-based payment. BEGE5E2 KRR S5 1T ©
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B RS ER RMFsE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (continued) 29. FEBIHM(E)
Remuneration of independent non-executive BINTEFNE
directors
Fees paid to independent non-executive directors during the year FANTELIFRTEENRSOT

were as follows:

2016 2015
20164 20154
Mr. Loh Yih EREE 154,026.00 144,684.00
Mr. Chu, Howard Ho Hwa REZELE - 72,342.00
Mr. Zhang Zhenhua RIRE LA 120,000.00 120,000.00
Mr. Zhang Zhong RBELE 120,000.00 120,000.00
Mr. Wang Gongyong FEELEE 120,000.00 120,000.00
Mr. Ning Xiangdong EMREE 120,000.00 120,000.00
Total aEr 634,026.00 697,026.00
Remuneration of executive directors, non-executive HITERE - JEHTEE G EEET
directors and supervisors 2
2016 20164
Wages,
allowances Contribution
and non-cash  Performance- to pension Total
benefits  linked bonus schemes  remuneration
1% 28R
FREFREE AUNHNRE BEELHEMR 230 P
Executive directors: BTES:
Mr. Tan Xuguang (Note) BIBN KA () - - - 23,242.32 23,242.32
Mr. Xu Xinyu BHERE - 2,021,800.00 - 2324232 2,045,042.32
Mr. Li Dakai ZREKE - 600,000.00 - - 600,000.00
Mr. Sun Shaojun BOERAE - 1,648,300.00 - 23,242.32 1,671,542.32
Mr. Zhang Quan RRFGAE - 1,617,000.00 - 23,242.32 1,640,242.32
- 5,887,100.00 - 92,969.28 5,980,069.28
Note: Mr. Tan Xuguang is the chairman and chief executive officer of the it BBAEERBARLNRIEBRREEHIT
Company. B
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (continued) 29. FENBIHM(E)
Remuneration of executive directors, non-executive HITEE  FPTEEREFH
directors and supervisors (continued) Z(#&)

2016 (continued) 20164 (4)

Wages,
allowances Contribution
and non-cash  Performance- to pension Total

benefits linked bonus schemes  remuneration
I5 28R
FReRHEE  BNHHRE BEEHIMX 270 Pkl

Non-executive directors: FHTES !

Mr. Jiang Kui TERE - 100,000.00 - 6,875.28 106,875.28
Mr. Wang Yuepu TEELE - 100,000.00 - - 100,000.00
Mr. Gordon Riske Gordon RiskeZt 4 - 100,000.00 - - 100,000.00
- 300,000.00 - 6,875.28 306,875.28
Supervisors: EE:
Mr. Lu Wenwu BXREE - 1,035,800.00 - 23,242.32 1,059,042.32
Ms. Jiang Jianfang BEsLt - 100,000.00 - - 100,000.00
Mr. Ma Changhai BEESLE - 456,700.00 - 13,750.56 470,450.56
- 1,592,500.00 - 36,992.88 1,629,492.88
Senior management: EREEALE
Mr. Dai Lixin CIAVE iy - 1,136,100.00 - 23,242.32 1,159,342.32
Mr. Kwong Kwan Tong BRERE - 1,460,080.91 - 15,402.60  1,475,483.51
Mr. Feng Gang BRI E - 1,336,600.00 - 2324232 1,359,842.32
Mr. Tong Dehui RiEBEE - 1,371,100.00 - 23,24232  1,394,342.32
Mr. Zhou Chongyi AZZ kL - 1,345,300.00 - - 1,345,300.00
Mr. Li Shaohua TRERE - 1,290,300.00 - - 1,290,300.00
Ms. Ren Bingbing Ekkit - 1,285,300.00 - - 1,285,300.00
Mr. Ding Yingdong THREAE - 1,272,900.00 - 2324232 1,296,142.32
Mr. Hu Haoyan HEALE - 1,163,600.00 - - 1,163,600.00
Mr. Zhang Jiyuan E Wi - 1,085,400.00 - 2324232 1,108,642.32
- 12,746,680.91 - 131,614.20  12,878,295.11
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TOoO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS
29. Payroll payable (continued)

(CONTINUED)

B ISR RMIEE(E)
2016 12A31H (A% T)

Remuneration of executive directors, non-executive

29. FEA{TER T BN (&)
HITEE IHHTEEREFH

h - SHIBHRETEZIREFRE(E)

directors and supervisors (continued) Z (&)
2015 20154
Wages,
allowances Contribution to
and non-cash Performance- pension Total
Fees benefits linked bonus schemes remuneration
I% 28R
$ FHENESE  ANENRe BEEHIMX Fiias
Executive directors: HITES:
Mr. Tan Xuguang (Note) BIBK S () - - - 45,073.62 45,073.62
Mr. Xu Xinyu BEERE - 1615,700.00 - 4572486  1,661,424.86
Mr. Li Dakai EYNGibit = - - - -
Mr. Sun Shaojun BOERE - 1493,600.00 - 4572486  1,539,324.86
Mr. Zhang Quan RRIFE - 1,476,700.00 - 45,724.86 1,522,424.86
- 4,586,000.00 - 182,248.20 4,768,248.20
Non-executive directors: EHTES:
Mr. Yeung Sai Hong It E - 58,300.00 - - 58,300.00
Mr. Julius G. Kiss Julius G. Kiss7t & - 50,000.00 - - 50,000.00
Ms. Han Xiaogun BT - 50,000.00 - - 50,000.00
Mr. Jiang Kui TELAE = 100,000.00 = 45,724.86 145,724.86
Mr. Wang Yuepu FHELE - 100,000.00 - - 100,000.00
Mr. Gordon Riske Gordon RiskeZt £ = 100,000.00 - - 100,000.00
- 458,300.00 - 45,724.86 504,024.86
Supervisors: Es:
Mr. Sun Chengping FREF Rt - 50,000.00 - - 50,000.00
Mr. Lu Wenwu BXRLE = 896,100.00 = 45,724.86 941,824.86
Ms. Jiang Jianfang BEFRL - 100,000.00 - = 100,000.00
Mr. Ma Changhai EEEEE = 345,800.00 = 43324.86 389,124.86
- 1,391,900.00 - 89,049.72 1,480,949.72
Senior management; EREEAG
Mr. Dai Lixin CIAVE b - 904,000.00 - 45,724.86 949,724.86
Mr. Kwong Kwan Tong BRERE - 1,205,700.00 - 1446840  1,220,168.40
Mr. Feng Gang BRIEE - 1,187,200.00 - 45,724.86 1,232,924.86
Mr. Tong Dehui REBEE - 1,185,100.00 - 4572486  1,230,824.86
Mr. Zhou Chongyi BE= 3 - 1,344,700.00 - - 1,344,700.00
Mr. Li Shaohua TRERE - 1,190,200.00 - - 1,190,200.00
Ms. Ren Bingbing Fkikz+ = 1,185,000.00 = - 1,185,000.00
Mr. Ding Yingdong THREE - 1,200,400.00 - 4572486  1,246,124.86
Mr. Hu Haoyan HEREE - 1,806,700.00 - - 1,806,700.00
Mr. Zhang Jiyuan RETEE - 827,000.00 - 45,724.86 872,724.86
Ms. Zhang Fusheng RRELL - 587,700.00 - 21,722.76 609,422.76
Mr. Qian Cheng Bnd - 826,700.00 - - 826,700.00
- 13,450,400.00 - 264,815.46  13,715,215.46
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (continued) 29. BEABIEHM(E)
Highest payments to employees =i IE S F
The five highest paid employees during the year included one AEERNRIERRFMEERE %
director (2015: one director), details of whose remuneration are set BE(2015: —REF) - HHBFS
out above. Details of the remuneration of the remaining four (2015: BEHEHR EXF - FRBKT A (2015
four) non-director and non-supervisor, highest paid employees for FORFEFIFEFENERER
the year are as follows: BB T

2016 2015
20164 20154

Wages, allowances and non-cash benefits ~ T& - 32BLF

R eNmerE 14,726,150.80 10,467,622.00
Performance-linked bonus B RS 10,947,586.00 8,418,552.00
Cash-settled share option expenses IR AEE IR EAEE A 43,145,937.60 47,892,670.00
Contribution to pension schemes BESEIHRK 3,251,323.20 1,792,068.00
72,070,997.60 68,570,912.00
The number of non-director and non-supervisor, highest paid FMNANR Ty SEENIEES RIEES
employees whose remuneration fell within the following bands is as SEHMEEMASMT
follows:
2015
20154
Nil to RMB3,000,000 Tz AR¥3,000,0007T 1 -
RMB3,000,001 to RMB4,000,000 AR¥3,000,0017C
= AR¥4,000,0007T - 1
RMB7,000,001 to RMB8&,000,000 AR#7,000,0017C
= AR%8,000,0007T - 1
RMB15,000,001 to RMB 16,000,000 AR#15,000,0017T
% AR#16,000,0007T 1 =
RMB23,000,001 to RMB24,000,000 AR #23,000,0017T
= AR¥24,000,0007T 1 =
RMB24,000,001 to RMB25,000,000 AR#24,000,0017T
= AR#25,000,0007T - 1
RMB30,000,001 to RMB31,000,000 AR ¥30,000,0017C
% AR#31,000,0007T 1 =
RMB33,000,001 to RMB34,000,000 AR¥33,000,0017C
= AR¥34,000,0007T - 1
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES To KEY ITEMS OF CONSOLIDATED Hh - SHEFHEXEIZIABFE(E)
FINANCIAL STATEMENTS (CONTINUED) L
29. Payroll payable (continued) 29. BEABIEHME)

= ESFE)

Highest payments to employees (continued)
The number of senior management whose remuneration fell within

the following bands is as follows:

HHO R TIIEENSRERASN

AR -

2016
20164

Nil to RMB 1,000,000
RMB 1,000,001 to RMB 1,500,000

RMB 1,500,001 to RMB2,000,000

RMB2,000,001 to RMB2,500,000

T = AR¥1,000,0007T
AR#1,000,0017T

= AR¥1,500,0007T
AE#1,500,0017C

= AR#2,000,0007T
AE#2,000,0017T

= AR#2,500,0007T

2015
20154

30. Taxes payable

30. EXBIE

2016
20164

Corporate income tax
Value-added tax
Individual income tax
City construction tax
Stamp duty

Property tax
Educational surtax
Land use tax

Business tax

Other taxes

DR
1EER
BEAFEH
AR
ENTETH
FEM
BB
TR
L
HAFiA

2015
20154

914,418,055.53
788,928,033.03
169,769,741.18
26,071,761.13
22,527,593.37
21,398,155.06
20,486,595.82
13,804,820.22

88,379,728.58

615,958,269.16
391,764,125.21
110,983,158.20
5,803,412.26
14,018,972.35
19,330,716.35
4,467,345.59
12,852,763.19
879,037.29
68,820,551.91

2,065,784,483.92

1,244,878,351.51

Interest payable

31. BNRIE

~

ol

Interests on medium-term notes
Interests on borrowings
Others

HHIRERE
fEFRHE

Hit

2015
20154

28,615,438.17
72,917,567.04
526,089.60

171,841,853.57
35,172,531.39
1,724,133.60

102,059,094.81

208,738,518.56

32. Dividend payable

32. BRI

2016
20164

Dividends payable to minority
shareholders of subsidiaries

A2 R D SRR A A

2015
20154

3,822,409.44

5,129,313.52
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V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

33.

228

33. Other payables

Sales discount

Guarantees and deposits

Payables for purchase of construction and
fixed assets

HEITE

RES LA

e TAZFR R B E B E R X

HAb AR

2016
2016

1,577,228,757.00
1,408,342,760.93

508,722,890.68

2015
20154

922,851,925.47
797,995,777.10

607,056,971.96

After-sales expenses and repair and —BEREBEHEE

maintenance expenses 342,745,181.08 339,522,427.97
Transportation expenses B 52,356,364.30 31,275,717.33
Land facility fee and land premiums THERESE KK 30,221,289.37 30,865,423.78
Technology development expenses SR = 18,920,537.74 65,985,991.70
Others Hi 1,060,418,862.04  1,054,334,166.95

4,998,956,643.14

3,849,888,402.26

As at 31 December 2016, there was no other payables in
significant amount aging over 1 year (31 December 2015: Nil).

34. Non-current liabilities due within one year

Long-term payable due within one year

Medium-term notes due within one year
(Note 1)

Long-term borrowings due within one year

—F R RIENR
—FAMNPRRE(ET)

—FAZ N RBER

R2016F12 A31H

C EARERIEBIA

FHERHMBEMNK(20155F12A31

A:&) -

—FREBVIFRBDEE

2016

20165

3,077,266,126.80

1,547,622,000.00

2015
20154

2,592,316,462.40

2,197,925,724.19
456,096,323.00

4,624,888,126.80

5,246,338,509.59

Include: Hr
Credit loans ERER 1,345,622,000.00 456,096,323.00
Guaranteed loans (Note V. 36, Note 1) PERE

Mortgage loans (Note V. 36, Note 2)

(Hizts - 36 - ##1)
IRE
(HteEw 36 ~ 5%2)

200,000,000.00

2,000,000.00

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

34. Non-current liabilities due within one year
(Continued)

Note: As at 31 December 2016, balance of medium-term notes due within one
year are listed as follows:

B ISR RBIEE (58
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

34. —FRIBHERBEEE)

il

R201612H31H » —FRAZHagH
BIZ R ARSI -

At the beginning Issued  Accrued interest Repaid Atthe end

Facevalue Issuingdate  Bondperiod lssued amount this year thisyear ~ Amortisation this year of year

AE  BGR8 BEER BfieE EH8E AERG  AEGEAS EERE AERE ERGBE
Medium-termnotes ~ HE#ZE 1,400,000,00000  2011-7-28 5 years  1,397,340,000.00  1,398,153,360.39 - 46,141,666.67 1,846,639.61  (1,400,000,000.00) -
Medium-termnotes ~~ EIZ 400,000,000.00 2013321 IEyears 398,800,000  399,849,914.75 - 20,720,000.00 150,085.25  (400,000,000.00) - (0]
Medium-termnotes ~ #E#Z5 400,000,000.00 2013521 3Eyears 398,800,000  399,922,449.05 - 20,120,000.00 71,550.95  (400,000,000.00) - @

Total & 2,200,000,000.00 2,197,925,724.19 - 86,981,666.67 2,074,275.81 (2,200,000,000.00) -

(1) The Company registered at the National Association of Financial (1) ARE]IR20094F 8 A 7 + B iR
Market Institutional Investors in August 2009 for issuing medium- TS X5 8 % &t &7
term notes in a registered amount of RMB2.7 billion to be issued HHZERE  AMEERAREK
in two tranches. The handling fee was 0.3%. The first tranche, in 27187 - FREBERFHZ
an aggregate amount of RMB1.3 billion, was issued on 24 August = OMRET  E—AR
2009. Its maturity period was 5 years, with a coupon rate of 4.95%. 2009 8H24H 7T + £FA
Interest was payable every 12 months. This tranche was due in ARKI13MET - BEFEIRAZS
2015 and has been repaid. The second tranche of RMB1.4 billion C BEFIEB4.95% 118
was issued on 28 July 2011 with a maturity period of 5 years. The EERZI2EA - ZEEFER
coupon rate was 5.65% with interest payable every 12 months. 2015F S HIE B EE - F=X
This tranche was due on 28 July 2016 and has been repaid. R20116F7H28H %77 &

BARK 14T - EFEHRE
5% - FREFIFE35.65% © 1.8
BHEBIZER - ZEEFER
201657 H28H F|EIr B (83
(2)  The Company registered and issued at the National Association of (2) ARAEIR2013F2 A&+ E R

Financial Market Institutional Investors in February 2013 for issuing
medium-term notes in a registered amount of RMB1.4 billion to
be issued in two tranches. The handling fee was 0.3%. The first
tranche, in an aggregate amount of RMBO0.4 billion, was issued
on 21 March 2013. Its maturity period was 3 years, with a coupon
rate of 5.18%. Interest was payable every 12 months. The second
tranche of RMBO0.4 billion was issued on 21 May 2013 with a
maturity period of 3 years. The coupon rate was 5.03% with
interest payable every 12 months. The two tranches were due on
21 March 2016 and 21 May 2016 and have been repaid.

ANNUAL REPORT 2016 ZF IR

RIS X 55 5 & i 7T
FEIZ - A EAARE
1487 - FEEEXABTHZ
= PMRET o E—RR
201343 H21H%77 » £ 845
ARMAET  EHHRAE3
F o EHEFEZ518% * 1.8
HEEBI12ME A  E=)KK2013
FL5A21A%77  2HEABAR
waEr - EHFBRABIF  FE
EF|E 55.03% @ 1 EIHEX A
121814 - ZEEFE S IR
201643 421 HM20164%5 A
21 HZEr B (5% -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
35. Other current liabilities

Product quality assurance monies EmEERES
Deferred income (portion due within one year) #ELEIES (—FRRNHIEZLS )

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

35. Bt REAasE

2016
2016

2015
20154

1,614,389,932.45
547,440,069.60

1,096,672,498.77
549,123,980.00

Others Hib 630,066,440.20 372,530,176.41
2,791,896,442.25 2,018,326,655.18

36. Long-term borrowings 36. RHIfERX
2016 2015
20164 20154
Guaranteed loans (Note 1) ERERGET) - 200,000,000.00
Credit loans ERER 29,509,307,940.40  6,445,175,346.45
Mortgage loans (Notes 2,3) IIRE R (712,3) 706,807,751.45 =
Pledged loans BRI - 638,568,000.00

30,216,115,691.85  7,283,743,346.45

Long-term borrowings are classified according to dates of maturity
as follows:

1A E BBl ZREN

Due within 1 year or on demand

RHEFZRIBAS ST

2016 2015

20154

20165

1,547,622,000.00 456,096,323.00

Due within 2 years 2FREHf 11,630,527,445.20 1,527,185,408.20
Due within 3 to 5 years (inclusive) 3F|SFRNB|E(E3FEAMSF)  17,704,110,495.13  3,461,260,738.25
Due over 5 years SEFLAE 881,477,751.52  2,295,297,200.00
Less: Long-term borrowings classified B DER—FREIEE

as due within one year REIER 1,547,622,000.00 456,096,323.00

30,216,115,691.85  7,283,743,346.45

As at 31 December 2016, the loans above carried interest at rates
ranging from 1.3% to 5.305% per annum (31 December 2015:
1.3% to 5.535%).

230
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B RS ER RMFsE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

36. Long-term borrowings (Continued) 36. REMER(E)
Note 1:The guaranteed loans amounting to RMB200,000,000.00 under non- i1 —FRBERIZETE B (B A EREN

current liabilities due within one year (31 December 2015: guaranteed
loans amounting to RMB200,000,000.00 under long-term borrowings)
represented the financial guarantee in respect of the loan business of
Shaanxi Heavy-duty Motor Co., Ltd., a subsidiary of the Company, granted
to the Export-Import Bank of China from the Xi’an branch of the Bank of
East Asia (China) Limited, which will mature in September 2017.

Note 2:Mortgage loans amounting to RMBS8,000,000.00 under long-term

borrowings and amounting to RMB2,000,000.00 under non-current
liabilities due within one year (31 December 2015: Nil) were loans
provided to Shaanxi Heavy-duty Motor Co., Ltd., a subsidiary of the
Company, from Rural Credit Cooperative of Qishan County, Shaanxi
Province, and secured by machinery and equipment with a carrying
amount of RMB25,505,590.73.

Note 3:An amount of RMB698,807,751.45 under long-term borrowings

(31 December 2015: Nil) was loan provided to Weichai (Chongqing)
Automotive Co., Ltd., a subsidiary of the Company, from the Chongqing
Branch of China Construction Bank Corporation and Shandong Heavy
Industry Group Finance Co., Ltd., and secured by construction in progress
with a carrying amount of RMB46,802,426.45, fixed assets with a
carrying amount of RMB510,570,934.81 and intangible assets with a
carrying amount of RMB375,324,214.11. As at 31 December 2016, the
mortgage had not been registered.

AARK200,000,000.007T (20154 12
H318 : REEFFEERESABA
E#200,000,000.007T) AF 5 #R7T(F
B ER AL TTABARNRLZ FA
Al EZ BB R A AR B FE B
BB MR RAS B O RTT - %1
FAER20179F9 5 FHE -

id2 . RAIEZF A K HS8,000,000.007T %
—FRIHRIETEEERARE
2,000,000.007T (2015412 A31 8 -
) BRSBTS 2T
1A (EBit BA R Al FAFIPETTE
FEEERANGIERN - UREEEAR
#25,505,590.73 7T ) #5 3R 15 FA R
j#i °

A3 RAEHFARE698807,751.457C
(20154612 5318 : #) BHEI#ERR
TR BRA AJEE T A 7THILIRET
EFYBERAGBARFZ FAA]
M (EE)TEHRA AR - KRE
B1ENA R #46,802,426.45 T EZT
72 AR#510,570,934.81 THIELEE
ERAR375324,214.11TTHIEFE
EAREH - #E20169F12H318 -

AR BT o
37. Bonds payable 37. ERES
2016 2015
20165 20154

Medium-term notes R EAR IR

2,756,201,597.01  5,985,529,194.60
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

. o s
37. Bonds payable (Continued) 37. ERESE)
As at 31 December 2016, balance of bonds payable are listed as 201612 A318 -« [EfHEHHEET
follows: AT
Issuing At the beginning Accrued interest Atthe end
Facevalue  date Bond period Issued amount ofyear  Issued this year this year Amortisation  Repaid this year of year
HE  27A4 E5HR 1R EBE RERf REHRAS aERH AERE EXME &
Medium-termnote  REZE  3,303,755,294.40 2013-2-6 Tyears  3,298,672,593.95  3,409,725,656.23 - 137,161,080.00 (106,860,656.23) ~ (3,302,865,000.00) -
Mediumtermnote A 2,544,520,00000 2015930 SFyears  2,522,317954.03  2,575,803,538.37 - 113,817,658.56 180,398,058.64 - 2756,201597.01 (2)
Total At 5,848,275,294.40 5,985,529,194.60 - 250,978,738.56 73537,402.41  (3,302,865,000.00)  2,756,201,597.01
As at 31 December 2015, balance of bonds payable are listed as R2015F 128318 - EAEHHEES
follows: RIATF :
Issuing Atthe beginning Accrued interest Atthe end
Facevalue  date Bond period Issued amount of year Issued this year this year Amortisation Repaid this year of year  Note
=k EHHR 148 EpE KR KRR aERY KRR FREE i
Medum-ermnote FEZE  3,303,755,294.40 2013-2-6 TEyears 329867259395 3,637,524,96381 - 210,984,750.00 (227,799,307.58) - 3409,725656.23 (1)
Medium-termnote  EZHE  2,544,520,000.00 2015:9-30 SEyears  2,522,317.954.03 - 2522,317.954.03 26,687,379.3 53,485,584.34 - 257580353837 (2
Total S 5,848,275,294.40 363752496381 2,522,317,954.03 237,672,129.23 (174,313,723.24) - 5985529,194.60

(1) KION Group AG, a subsidiary of the Company, issued medium-term notes (1) K2 7] Z F 22 A]KION GROUP AG -
in a registered amount of EUR450 million in Europe in February 2013. Its R2013FE2 HEEBMETTHME LR
maturity period was 7 years, with a coupon rate of 6.75%. The interest B4 5Ba P HEE  REFIER
was payable every 6 months. The tranche was early repaid in February 6.75% ' EFHIRB7E - (TEHER
2016. 6187 » ZFEEFBR2016%F2 A 1251

1B -

2) Weichai International (Hong Kong) Energy Group Co., Ltd., a subsidiary (2)  AEREZFRAEREEIRR (B )ENRE
of the Company, issued medium-term notes with registered capital of BEBRAAE] - R2015F9 A30H #7175+
USD400 million on 30 September 2015, nominal interest rate of 4.125%, &% BAlEFETHFRIZE - ZEF
maturity of 5 years and with interest payable every six months. ER[A.125%  BFHRZ5F - 1.8

SAERB6MEA -

232 WEICHAI PoWER Co., LTD. L@ hBRHBEMRAD



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

NoTES TOoO KEY ITEMS OF CONSOLIDATED

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

FINANCIAL STATEMENTS (CONTINUED)

38. Long-term payables

38. RHEIFEM

h - SHIBHRETEZIREFRE(E)

2016 2015
20164 20154
Government grants for national debt projects BIf&IE B BT &K 5,500,000.00 5,500,000.00
Rental payable for sale and leaseback FET &£ B &R 5,275,853,019.60  4,382,655,373.60
Finance lease BEMRE 2,496,857,775.60  2,210,885,605.60
Other financial liabilities Hit @B E 3,025,015.20 5,058,877.60
7,781,235,810.40  6,604,099,856.80
2016 2015
20164 20154

Long-term payables REAFET R
Due within 1 year or on demand 1B B Sk BE Ry Z K E 3,077,266,126.80  2,592,316,462.40
Due within 2 years 2FENEIH 3,298,302,532.09 2,667,200,423.20
Due within 3 to 5 years (inclusive) 3FSERNFHI(E3EMSE)  4,169,478,865.11  3,639,504,125.60
Due over 5 years SHFPA 313,454,413.20 297,395,308.00

Less: Long-term payables classified as due
within one year

10,858,501,937.20
B BB FREIE

REAFERR 3,077,266,126.80

9,196,416,319.20

2,592,316,462.40

7,781,235,810.40

6,604,099,856.80

As at 31 December 2016, the balance of unrecognized finance
costs in finance lease payables amounted to RMB829,320,316.30

(31 December 2015: RMB714,146,070.40).

M2016F12 A31H @ iR EREN
FPAERBEBEANKEAAR
#:829,320,316.307C (20154F 12 A 31
B AR®¥714,146,070.407T) °
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V.
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B ISR RMEE(EE)
2016 12A31H (A% T)

NOoTES TO KEY ITEMS OoF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

39. Long-term payroll payable 39. REESH T

2016 2015
20165 20154

Defined benefit obligations REXmE 8,062,097,579.58  6,438,405,650.11
Long-term severance benefits REERER 124,005,321.62 117,348,692.36
Cash-settled share-based payments AR & S E MR X~ 125,669,653.20 106,314,476.80
Other long-term payroll payable H b F= HAR T % B 263,022,639.90 266,106,385.65

8,574,795,194.30  6,928,175,204.92

Defined benefit obligations

The Group operates defined benefit schemes for its staff in some
overseas subsidiaries who meet conditions. The scheme requires
that contribution be made to an independently administered fund.
Under the scheme, staff are entitled to enjoy retirement benefit
provided for under defined benefit of the plans.

The Group's defined benefit scheme is one requiring contribution
prior to termination of service. The scheme requires that
contribution be made to an independently administered fund. The
scheme is administered by an independent trustee in the legal form
of a fund. The assets held under the fund is held separately with
assets of the Group. The trustee is responsible for the investment
strategies of the scheme.

The trustee assesses the level of capital of the scheme. The
assessment includes asset-liabilities matching strategies and
investment risk management strategies. The trustee determines the
amount to be deployed based on the result of its annual assessment.
The investment portfolio is composed of 25% equity instrument
investment, 61% debt instrument investment, 6% insurance
business and 1% real estate.

The scheme is exposed to interest rate risk, risk of change of
anticipated age of beneficiaries of the pension, and risks of the
securities market.

The latest actuarial valuation of the assets under the scheme and
the present value of the defined benefit obligations are determined
by using the projected unit credit method.

WEICHAI PowER Co., LTD. e HBRMNBERLAD

RE R ZT5
REBFDRINF R R R A G
BTEFETREX @8 - Zat8

EXRABLEENESHETER - &
ZET8 T BT AREXREXmAt
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AEBE N RE X oot 82 BB ATH K
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B YHBIXIEAETER
HBFEMEERAKRENEEERD
- REABBEEZAEINERER
B o

ZHABZTENESKYE - ZBEZ
BREEE-ABLREREMEERR
EHEER -  SHARBEEEZNLE
RRTEERAIFE - R EHAEHA25%H
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
39. Long-term payroll payable (Continued)
Defined benefit obligations (Continued)
The following table sets out the key actuarial assumptions used as

at the balance sheet date:

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

39. E%Eﬁﬁl%%(%

Discount rate (%)

Expected growth rate of future pension

expenses (%)

Expected rate of salary increment (%)

PrIRE (%)

R (%)

BERRKEREER

TEEF R E(%)

The actuarial valuation illustrates that the market value of assets
under the scheme is RMB5,830,951,970.18 (31 December 2015:
RMB4,497,117,081.86). Such actuarial valuation of assets accounts
for 42.24% of the benefit provided for qualifying staff.

The following table shows the quantitative sensitivity analysis of

EXm 5 (4E)
Ti‘%z%éféﬁf;ﬁ% BAERANEZER
BB

2016 2015

20164 20154
1.35%-4.05% 1.61%-3.75%
0.00%-3.50% 0.42%-3.35%
0.00%-4.25% 2.50%-4.25%

REEERTEEENMEAAR
#5,830,951,970.18 7 (2015 12 A
318 : ARE#4,497,117,081.867T) °

BELEBEMBEEELARTA G
B TR NEN42.24% ©

TRAMEAHERNBRRN T S HUK

key assumptions used: MEDHT
2016 2016%F
Increase/(decrease) Increase/(decrease)
of defined benefit of defined benefit
Increase obligations Decrease obligations
REZBERH REZRRH
18 i/ (AD) "y B,/ (84)
Discount rate FRE 1.00% (2,734,093,007.21) 1.00%  3,795,152,255.52
Future growth of salary ARG R 0.50%  890,286,641.12 0.50%  (890,030,742.37)
Future growth of pension expenses — RIRER S E R 0.25% 1,106,904,725.33 0.25% (1,062,600,421.91)
2015 20154
Increase/(decrease) Increase/(decrease)
of defined benefit of defined benefit
Increase obligations Decrease obligations
/(Y BD /(D)
Discount rate RS 1.00% (1,566,918,158.40) 1.00% 2,090,501,347.20
Future growth of salary ARG EER 050%  115,091,239.20 0.50%  (123,342,956.80)
Future growth of pension expenses KRR KE B K 0.25%  274,236,575.20 0.25%  (263,068,730.40)
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NoTES To KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
Long-term payroll payable (Continued)

Defined benefit obligations (Continued)

The aforesaid sensitivity analysis is the judgment made to the effect

39.

on the net amount of defined benefit based on the reasonable
changes occurring on the balance sheet date upon certain key
assumptions. Sensitivity analysis is conducted based on the changes
in significant assumptions with all other assumptions remaining
unchanged. Since the changes in assumptions are not independent

from each other, sensitivity analysis may not represent the actual

changes in the defined benefit obligations.

Scheme recognized in the profit and loss is set out below:

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

39.

Current cost of service
Historical cost of service
Interest expenses

= AR AR
BEBRIEA
P EFE

REAES I TR BN (48)
REZL 15 (E)
RGBS - FRBERERR
EERBRABLACHEEHHHRE
AR ENEE o BRESD
i REEMEBRESTE AR

T REBEEXERR
VB 1 I SRR LA
3 SRS RE R

R AR ERER

VBB EL ) o

IO oo T4 3L

AX AE 3 fm

ERETHERNERETEIIT

2016
2016

243,959,492.34
(1,797,804.40)
148,260,862.85

2015
20154

245,464,538.01

129,291,078.54

Net amount of the cost of
post-employment benefit

BERR AR AP A F R

390,422,550.79

374,755,616.55

Credited to cost of sales
Credited to distribution and selling expenses
Credited to general and
administrative expenses
Credited to financial expenses

FEAEZERAR
FFAHEER
SAEHRER

SAMTEER

153,127,070.80
43,167,906.00

45,866,711.14
148,260,862.85

144,379,556.00
44,016,802.00

57,068,180.01
129,291,078.54

390,422,550.79

374,755,616.55

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
39. Long-term payroll payable (Continued)

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

39. E%Eﬁﬁl%%(%

Defined benefit obligations (Continued) E X a2 15 (4B)
The change in defined benefit obligations and the change in fair uxmi‘ﬁﬁ%ﬁ& BRI EIEEARE
value of assets under the scheme are as follows: BRI :
2016 20164
Present value of Net liabilities/
defined benefit Fair value (Net assets)
scheme of defined of assets
obligations benefit scheme under the scheme
RESHHE RES e SHEEE
BHRE NMEfRE FEE/(FEE)
Opening balance FHE 10,720,978,074.37 (4,497,117,081.86) 6,223,860,992.51
Business combinations not involving entities FR—EHITOEAH
under common control 1,810,177,090.40 (1,106,709,296.00) 703,467,794.40
Taken to profit or loss in the current period SAEHER
Cost of services TRBmA 242,161,687.94 - 242,161,687.94
Net interest HMEFE 292,677,134.53 (144,416,271.68) 148,260,862.85
Credited to other comprehensive income AR ESA
Actuarial gains REAG 1,028,082,666.99 (3,350,518.60) 1,024,732,148.39
Return on assets under the scheme STEIBERR
(net of amount included in net interest) (GE AR FE0BN) - (458,659,008.11) (458,659,008.11)
Adjustment for exchange differences R EEEE (52,046,336.40) - (52,046,336.40)
Benefits paid B IR (308,887,858.38) 205,458,339.14 (103,429,519.24)
Contribution from employers ExaE (8,766,251.22) (45,296,837.62) (54,063,088.84)
Other changes HihZ® 78,792,394.73 219,138,704.55 297,931,099.28
Closing balance EXRBE 13,803,168,602.96 (5,830,951,970.18) 7,972,216,632.78 (i) (Note)

Note: In 2016, the assets under the scheme amounted in aggregate to
RMB89,880,946.80 to be under other non-current assets.

i 2016 FFEBEEFAEHRFARKE
89,880,946.807T £ B i I s B) &
BE -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
31 December 2016 (Expressed in Renminbi Yuan)

V. NoTEsS 170 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

39. Long-term payroll payable (Continued) 39. REIENBIIHMGE)
Defined benefit obligations (Continued) RERZ w5 (E)
2015 20154
Present value of Fair value of Net liabilities/
defined benefit defined benefit  (Net assets) of assets
scheme obligations scheme under the scheme
FEX e REX Al FEEE
EHHE AREE FAE/(FEE)
Opening balance FUHE 10,997,112,057.69  (4,547,670,440.92)  6,449,441,616.77
Taken to profit or loss in the current period 5+ A\ 8 Hii8%5 245,464,538.01 - 245,464,538.01
Cost of services PRESRX AN
Net interest S5 270,397,939.28 (141,106,860.74) 129,291,078.54
Credited to other comprehensive income ST AR AR A Wz
Actuarial gains BERNE (217,770,868.27) - (217,770,868.27)
Return on assets under the scheme EIBERR
(net of amount included in net interest) (GE AR ESFBRIBRIN) = 97,897,056.56 97,897,056.56
Adjustment for exchange differences fE 5 =A% 22,824,556.00 - 22,824,556.00
Benefits paid BT RER (277,765,134.83) 168,561,289.76 (109,203,845.07)
Contribution from employers =R (e 5,226,084.91 (64,991,187.35) (59,765,102.44)
Other changes Hib &%) (324,511,098.42) (9,806,939.17) (334,318,037.59)
Closing balance FERERE 10,720,978,074.37  (4,497,117,081.86) 6,223,860,992.51 (i)

Note: In 2015, the assets under the scheme amounted in aggregate to
RMB214,544,657.60 to be under other non-current assets.

Fair value of assets under the scheme is mainly classified as follows:

Stocks &=
Bonds B&F
Real estates FEHbE
Insurance R
Others Hith

i 2005FGEBEEFAEHRFARKE
214,544,657.60 T IEA fb IE i BV B EE

BE -

AEBEEAAEBENTIESRMT

2016
20165

1,478,311,654.99
3,532,617,173.07
80,728,424.92
345,070,936.80
394,223,780.40

2015
20154

851,068,432.57
2,999,204,402.94
69,800,997.07
312,430,036.80
264,613,212.48

The assets under the scheme comprise neither ordinary shares
or debentures of the Company nor real estates occupied by the
Group.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES T0o KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
39. Long-term payroll payable (Continued)
Defined benefit obligations (Continued)
It is anticipated that the contribution to be made to the defined
benefit obligations within the next 12 months will amount to

RMB369,078,272.27.

The average term of the defined benefit obligations as at the
balance sheet date is 14.3 to 22.7 years (31 December 2015: 15 to

22 years).

40. Special payables
2016

At year-
beginning

FAEHE

Bt 5 ¥R R it 5E (78)

20164 12H31H(ARKT)

h - SHIBHRETEZIREFRE(E)

during the year

39. REJFETER THBN(4E)
HEZ w25 (&)
HHaHAEXNRBAAABEAREF
EEBHMENAGTEEAARKE
369,078,272.277C °

BERBBERANKREZSEEHTFY
HAR R 14.3%22.74% (2015412 A 31
B 155224) o

40. HIEEMNR
20164

Decrease
during the year
KEFD

Increase
At year-end

RSB FRGE

Interest subsidy for liquid fund granted 4 Bt BREE ¢/ 9
by provindial finance office REESBHEA 23,000,000.00 - - 23,000,000.00
National debt special fund - HEZEEE-B%
establishment of key industry EERERN
revitalization and technological KissEa RS
renovation projects 20,000,000.00 - - 20,000,000.00
43,000,000.00 - - 43,000,000.00
2015 20154
At year- Increase Decrease
beginning during the year during the year At year-end
FNHE AELEM KERD FRAE
Interest subsidy for liquid fund granted & &1 EREERA A
by provincial finance office TEESEHELE 23,000,000.00 - - 23,000,000.00
National debt special fund - HEZEES B
establishment of key industry EFEREN
revitalization and technological RMiEE B R
renovation projects 20,000,000.00 - - 20,000,000.00
43,000,000.00 - - 43,000,000.00
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

41. Provisions 41. FEFTEE
2016 20164
Adjustment

Opening Increase Decrease for exchange Closing

Balance during year during year differences balance

FHEH REIRN rEHY  EREERE FRBE

Product quality assurance monies ~ ESEERES 166,524,344.00  47,576,231.60  (84,439,206.80)  2,540,563.60  132,201,932.40

Pending litigation ROREFEA 18,759,708.80  35,559,516.80 (7,176,344.00) 3,010,993.60  50,153,875.20
Guarantee provided to HIMBHIER

external parties 14,452,922.40 7,073,824.80 (2,145,580.40) 836,748.80 20,217,915.60

Debt restructuring B ER 19,050,612.00 7,322.80  (13,927,965.60) 591,255.20 5,721,224.40

Losses in contract EEAR 4,909,878.40 9,548,931.20 (65,905.20) 322,990.80 14,715,895.20

Others Hity 62,480,331.20 41,453,643.20  (13,327,496.00) (2,583,728.00)  88,022,750.40

286,177,796.80  141,219,470.40  (121,082,498.00) 4,718,824.00  311,033,593.20

2015 2015%
Adjustment for

Opening Increase Decrease exchange Closing

Balance during year during year differences balance

4 TRESE RERY  EREERE FREAE

Product quality assurance monies  ERE BRES 397,271,646.00  120,026,880.00  (333,769,192.00)  (17,004,990.00)  166,524,344.00

Pending litigation FREFA - 2332466800  (4,681,604.00) 116,644.80  18,759,708.80
Guarantee provided to HIMEALER

external parties 15358,536.00  13,885,054.00  (13,898,946.00) (891,72160)  14,452,922.40

Debt restructuring EREA - 18,650,010.00 = 400,602.00  19,050,612.00

Losses in contract EEAR 4,965,429.60 180,596.00 - (236,147.20)  4,909,878.40

Others £t 26,653,770.00  62,604,298.00  (25,943,310.00) (834,426.80)  62,480,331.20

444,249,381.60  238,671,506.00 (378,293,052.00)  (18,450,038.80)  286,177,796.80

42. Deferred income 42. EEWE=
2016 2015
20165 20154
Government grant R B 1,092,367,633.72 964,214,926.16
Deferred income of “sales with risk” REBRERIHEEE 2

business R ZS 238,194,373.20 280,267,495.20

Deferred income of sale and leaseback EGF O BEEER
sub-leases FEW S 968,333,670.00 802,296,835.20
Deferred income of forklift truck services X EE AR5 FE 2 EE Y a 253,640,948.40 209,854,730.40
Others Hit 21,693,889.19 22,768,496.79

2,574,230,514.51  2,279,402,483.75
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B RS ER RMFsE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

42. Deferred income (Continued) 42. EIEWE ()
As at 31 December 2016, the liability items related to government M20165F12 4318 S REATH BN
grant are as follows: BEBEBWQT
Credited to
non-operating
Opening Increase income during Closing Related to
balance during the year the year balance assets/income
REFA HEE/
Q28 REHE XA EXRE W 1E
Land-related government grant B+ 110R A Related to assets
HEE 759,725,901.40 45,833,742.00 24,380,756.82 781,178,886.58 REERE
Special funds for industry revitalization SRR Related to assets
and technological renovation BV 148,943,771.85 95,280,000.00 6,570,613.96 237,653,157.89 HEENH
Special assistance fund ZEENES Related to assets
11,502,779.49 1,348,000.00 373,648.78 12,477,130.71 HEERE
National debt special fund BFEEES Related to assets
11,953,216.79 - 1,992,080 9,961,013.99 HEERE
Position-based allowances HE ATEM Related to income
for project teams 2R 29,473,900.00 38,224,161.00 19,112,832.00 48,585,229.00 el 6l
Others At Related to assets
2,615,356.63 - 103,141.08 2,512,215.55 REERE

964,214,926.16 180,685,903.00 52,533,195.44  1,092,367,633.72

As at 31 December 2015, the liability items related to government R2015F12A318 - B RIBATHEIA
grant are as follows: BEEANMT :
Credited to Decrease in
non-operating changes in

Opening Increase income during scope of Closing Related to
balance  during the year the year consolidation balance assetsfincome
REGFA Lt ] HEE/
ENEE REHE EEIMIA 30 ERBE Y iR
land-related government qrant -3 EEEN Related to assets
B 70486251667 9839970000  10927,981.89  32,608333.38  759,725,901.40 HEAEREE

Special funds for industry EFREA
revitalization and BErE ¢ Related to assets
technological renovation 123,366,395.81 41,460,890.00 9,483,514.04 6,399,999.92  148,943,771.85 BEERY
Special assistance fund EEREES Related to assets
11,425,795 450,000.00 373,000.06 - 11,502,779.49 HEEIRY
National debt special fund EIfZEAS Related to assets
13,945,419.59 - 1,992,202.80 - 11,953216.79 HEERR
Position-based allowances BB ATEH Related to income
for project teams B S - 29,473,900.00 = - 29,473,900.00 el eayiEl]
Others Aty Related to assets
2,718497.71 - 103,141.08 - 2,615,356.63 HEERS

856,318,609.33  169,784490.00  22,879,839.87 3900833330  964,214,926.16
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31 December 2016 (Expressed in Renminbi Yuan)

NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

2016 12A31H (A% T)

NoTES To KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

. Ay
43. Share capital 43. B
2016 2016%F
Increase(decrease) of
Opening balance shares in current year Closing balance
FIHE RER(H)RY ERBE
No. of shares Percentage No. of shares Percentage
4] 7]
B& (%) e | (%)
Restricted shares — BREFHRN
State-owned legal person shares AEEANER 821,265,504.00 20.54 - 821,265,504.00 2054
Other domestic shares Hi &R 113,664,000.00 2.84 (67,285,989.00) 46,378,011.00 116
Indl: Domestic non-state-owned Hip  RFEEAR
legal person shares EASER - - - - -
Domestic natural person shares EREAARR 113,664,000.00 2.84 (67,285,989.00) 46,378,011.00 1.16
934,929,504.00 23.38 (67,285,989.00) 867,643,515.00 21.70
ii. Non-restricted shares = ERERRRR
RMB ordinary Shares ARBERR 2,092,169,774.00 5232 67,285,989.00 2,159,455,763.00 54.00
Domestic listed foreign shares SN EHEINER - - - - -
Overseas listed foreign shares B9 EmEONER 971,520,000.00 24.30 - 971,520,000.00 2430
3,063,689,774.00 76.62 67,285,989.00 3,130,975,763.00 78.30
jii. Total no. of shares = Riheg 3,998,619,278.00 100.00 - 3,998,619,278.00 100.00
2015 20154
Opening balance Increase (decrease) of shares in current year Closing balance
ERE TR (RREL FRBE
Capitalisation of
No. of shares  Percentage surplus reserve Others Sub-total No. of shares  Percentage
4] BHLE Ll
B& (%) BREEK At 1t it (%)
Restricted shares — BRERHRDR
State-owned legal person shares LIS 3 410,632,752.00 2054 410,632,752.00 - 41063275200  821,265,504.00 2054
Other domestic shares EftmERR 56,832,000.00 284 56,832,00000 - 5683200000 113,664,000.00 284
Incl: Domestic non-state-owned legal A RR3EEA
2 L+ O
person shares BARR - - - - - - -
Domestic natural person shares SRBRARR 56,332,000.00 284 56,832,000.00 - 56,832,00000 113,664,000 284
Overseas shares IR - - - - - - -
Incl: Overseas legal person shares K SONEARR - - - - - - -
Overseas natural person shares SN RRARIR - - - - - - -
467,464,752.00 2338 467,464,752.00 - 467,464,752.00  934,929,504.00 2338
ii. - Non-restricted shares = ERERHHRR
RMB ordinary Shares AEBEBR 1,046,084,887.00 5232 1,046,084,887.00 - 1,046,084,887.00 2,092,169,774.00 52.32
Domestic listed foreign shares SRR LHINER - - - - - - -
Overseaslisted foreign shares I ERESNER 485,760,000.00 2430 485,760,000.00 - 485760,00000 971520,000.00 2430
1,531,844,887.00 76.62  1,531,844,887.00 - 1,531,844,887.00 3,063,689,774.00 76.62
jii. Total no. of shares = ks 1,999,309,639.00 100.00  1,999,309,639.00 - 1,999,309,639.00 3,998,619,278.00 100.00
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS

44. Capital reserve
2016

(CONTINUED)

B ISR RMIEE(E)
2016 12A31H (A% T)

Adjustments

on business
combinations
involving entities

hHh -

SHUMEREETRIAEFE(E)

44, BARNFE
20164

Opening  undercommon Increase during  Decrease during Closing
balance control the year the year balance

B-#HT
ENHE TRAHRE RERM RERD ERHE
Share premium (Notes 1, 2, 3) RARE(#123) - 199,002,149.07 19,587,504.71  (218,589,653.78) -
Other capital reserve (Note 4) HWEARE () 27,883,109.16 - 2,256,750.75 - 30,139,859.91
27,883,109.16 199,002,149.07 21,844,255.46  (218,589,653.78) 30,139,859.91

2015 20154

Adjustments

on business

combinations

involving entities
Opening under common Increase during Decrease during Closing
balance control the year the year balance

F—#E5
FHE PEAGRE REENM RERD ERHE
Share premium BARE 1,261,909,166.48 96,667,953.47 127,654,271.67 (1,287,229,242.55)  199,002,149.07
Other capital reserve EtEANE 26,343,772.03 - 1,539,337.13 = 27,883,109.16
1,288,252,938.51 96,667,953.47  129,193,608.80 (1,287,229,242.55)  226,885,258.23

Note 1:In 2016, the Company acquired minority interests from its subsidiaries,
Weichai Power (Weifang) Intensive Logistics Co., Ltd. and Shandong
Synergy Oil Co., Ltd., and the capital reserve increased with share
premium of RMB17,551,777.12.

Note 2:In 2016, the Company acquired the additional 5,934,000 shares of its
subsidiary, KION GROUP AG through Weichai Power (Luxembourg)
Holding S.a r.l. (“Weichai Lux”). Upon the completion of acquisition of
new shares, the percentage of shareholding increased from 38.25% to
40.23%. Moreover, Weichai Lux acquired 3.03% minority interest of
KION Group AG from the secondary market. From the aforementioned
equity transaction, the share premium decreased by RMB9,404,013.95,
the surplus reserve decreased by RMB1,301,943,002.64, and the retained
earnings decreased by RMB315,339,460.43.

i1 2016%F - RAGIMIET A Gl #EEE) 7
(ML) A AR B IR 2 A FILL R B R
AR AAIL BB R RIEIE INE R NTFE
R BARH17,551,777.127T °

2 2016 ARABBHLE S (E
RE)ZERER DA ([HEEFRE])
32 B8 T 2 ] KION GROUP AG 18 25 it
175,934,000 8 + K K F R B
SERCTE - 1FRREE I 38.25% L E
40.23% * IS - HREEAREE KT
585 EKION GROUP AG 3.03% (92
JRAE - RS RS BB R A (B A
R#9,404,013.957T * R BB AFEA
E#1,301,943,002.647T * MFA D
FlBA F#315,339,460.437T °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

44. Capital reserve (Continued) 44. BERPNE(E)

Note 3:0n 31 October 2016, the Company acquired 100% equity interest i3 2016F10A31H » KR E]AIFERRE
of its subsidiary, Weichai (Weifang) Medium-duty Diesel Engine Co., WEER T2 AT () P RS bR
Ltd. (“Weichai Medium-duty”) from its controlling shareholders. R E](HLEF 1) 100% AR 1E - FH24F
The adjusted capital reserve at beginning of year amounted to TEARRTEARH199,002,149.077T
RMB199,002,149.07. The capital reserve of Weichai Medium-duty ML A F 1 210 A E LA FORFE
increased by RMB2,035,727.59 due to the special reserve incurred from BHERNFEIE A RH2,035727.59
January to October of this year. As of the acquisition date, the capital TC o WRREH - AR FIX (YRS E E SRR
reserve decreased by RMBS,147,763.17 due to the difference between fRRI ML A F R EMAREEER
the consideration of acquisition and the book value in the net assets of SEHERNFEN RS 147,763.177C °

Weichai Medium-duty acquired.

Note 4:For other increase in capital reserve arising from equity-settled share- 4 BnAERN S EARRER
based payment, please refer to Note XI. Share-based Payment. fbETIEIN - 2R — BRI ©
. . o A 3
45. Other comprehensive income 45. HAtiRe W
Other comprehensive income, on a cumulative basis, attributable EEBBEXRTEBNERANE ML
to parent as shown in balance sheet is as follows: & Wam RETERE ¢

1January 2015 Increase/(Decrease) 31 December 2015 Increase/(Decrease) M@

201551818 EREE 2015%128318 EREE 2016%12A31A

Changes arising from re-measuring net assets %518 ElE 2l (399400214.14) 2366420102 (7573601312 (18421562651  (559,951,639.63)
or net liabilities of defined benefit plan FRENFEERY

Share of investee's other comprehensive  {EZE TERIREE M 4 (169,889,140.76) 5,240,567.93 (164,648,572.83) (928,656.44) (165,577,229.27)
income not to be reclassified into profit ~ EHFEERHE ML
or loss using the equity method Wt ERLE

Share of investee's other comprehensive B2 MERIRB BRI 26,376,302.58 7,779,405.56 34,155,708.14 518,499.84 34,674,207.98
income to be reclassified into profitor ~ BENERBREMEA
loss using the equity method WEhEANAE

Change of fair value of MREESBAEM 56,400,000.00 2,800,000.00 59,200,000.00 (6,000,000.00) 53,200,000.00
avallable-for-sale financial assets EELy

Effective portion of cashflow BereEMngngs (6,420,300.47) 13,089,207.22 6,668,906.75 (66,499,896.80) (59,830,990.05)
from hedging

Exchange differences on BB RETEEE 1256354971 (158,998,330.14)  (14643478043) 42683327464  280,398,494.21
foreign currency translation

Relevant income tax effect RBNFEHT2 91,883,900.39 (7,597,822.68) 84,286,077.71 37,699,324.71 121,985,402.42

(388,485,902.69)  (114,022,771.09)  (502,508,673.78) 207,406,919.44 (295,101,754.34)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
45. Other comprehensive income (Continued)
Incurred in current period for other comprehensive income:

2016

Qther comprehensive income not to be

Incurred pre-tax

RATRER

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

45. HftirEWs
FER D EMEE

(%)

W BB A 5T
20164

Less: Amount
recognised in
other
comprehensive
income in
previous period
and recognised
in profit or
loss in

current period
W AT A
Efiira
EHE RS

Attributable
to minority
interests

Attributable

to parent

Less: income tax company
FEOH

i ERAT Rx##

reclassified into profit or loss fFelE
Changes arising from re-measuring net assets  E3Et £k T RAHEIE B

or net liabilties of defined benefit plan FEENE (514,026,803.88) - (122,714,783.28)  (148,713,028.38)  (242,598,992.22)
Share of investee’s other comprehensive A MR A B TR

income not to be reclassified into profit ENBERRNEME

or loss using the equity method WESHZERNNE (1,753,632.01) - - (928,656.44) (824,975.57)
Other comprehensive income to be Wé# EREEBRNAMN

redlassified into profit or loss TelE
Share of investee's other comprehensive igﬂﬁ/ﬂft%ﬁ BE[L%

income to be reclassified into profit or BENEERRNEGA NS

loss using the equity method PEANGE 979,111.20 - - 518,499.84 460,611.36
Change of fair value of ENESREENAEERS

available-for-sale financial assets (6,000,000.00) - (900,000.00)  (5,100,000.00) -
Effective portion of cashflow from hedging ~ F&FEEHHENNS 245,600,620.34  321467,546.25  (3,229,605.60)  (65203,170.22)  (7,434,150.09)
Exchange differences on MNERFNEEE

foreign currency translation 981,347,707.89 - - 42683327464  554,514,433.25

706,147,003.54  321,467,546.25  (126,844,388.88)  207,406,919.44  304,116,926.73

ANNUAL REPORT 2016 &% 245



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

246

NoTES To KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

45. Other comprehensive income (Continued)
2015

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

45,

Less: Amount
recognised in

Hit#R & sz ()

20154

other
comprehensive
income in
previous period
and recognised
in profit
or loss in Attrbutableto ~ Attributable to
Incurred pre-tax currentperiod  Less:incometax  parent company  minority interests
AR AIN
Efpirata 5BO%
RAEEE  EHEARR i FER GRAAT EL 5
Other comprehensive income not to be DB ERREN AL
reclassified into profit or loss seks
Changes arising from re-measuring net assets ~ EFHERER AT EFEES
or net liabiliies of defined benefit plan BEENED 99,851,671.98 - 32,072,432.56 18,752,49.53 49,026,742.89
Share of investee's other comprehensive income T’E?&iﬂ&?&&;ﬁﬁf‘"
not to be redlassified into profit or CENBERGEN
loss using the equity method mzmuumq:;ﬁm}%a 13,700,831.20 - - 524056793 8460,263.27
Other comprehensive income to be reclassified MR BEHEEIERAEL
into profit or oss fralia
Share of investee’s other comprehensive income % MERE B BN
to be reclassified into profit or loss ERRERRN RS NET
using the equity method ZENGE 2,611,033.60 - - 7,779,405.56 (5,168,371.96)
Change of fair value of e LSRR AL BEE
available-for-sale financial assets 2,800,000.00 - 420,000.00 2,380,000.00 -
xchange porton of cashflow fom hedging ~~~ B4 RBEEMERH 14838191760 11416176800 592449200 1082308903  17.472,56857
Exchange differences on foreign currency NEBRTEZR
translation (244,124,974.40) - - (158,998,330.14)  (85,126,644.26)
2322047998 114,161,768.00 3841692456 (114,022,771.09)  (15,335,441.49)

WEICHAI PowER Co.,

LTD.

AR NBRMERLT



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
46. Special reserve

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

46. HIE{HE

2016 20164
Atthe beginning  Increase during  Decrease during At the end
of year the year the year of year
FAHE RESN KEFD FRBE
Safety funds RREED 78,839,437.56 46,796,631.92 (26,924,748.87) 98,711,320.61
2015 20154F
At the beginning Increase during Decrease during At the end
of year the year the year of year
FABE RER TERD BN
Safety funds RREED 51,026,772.11 78,605,603.31 (50,792,937.86) 78,839,437.56

47. Surplus reserve

47. BEEpNIE

2016 20164
At the beginning Increase during  Decrease during At the end
of year the year the year of year
FURE RESRN FERD FRHE
Statutory surplus reserve FERBLNE 1,207,988,900.22 298,750,686.67  (1,506,739,586.89) -
2015 2015%F
At the beginning Increase during Decrease during Atthe end
of year the year the year of year
FAHE RELM RERD RN
Statutory surplus reserve EERENIE 3,051,742,591.19 168,836,810.85  (2,012,590,501.82)  1,207,988,900.22

According to the provisions of Company Law and the articles of
association, the Company appropriated statutory surplus reserve
at 10% of the net profit. Where the accumulated amount of the
statutory surplus reserves reaches 50% or more of the Company'’s
registered capital, additional appropriation is not needed. For
movement of major surplus reserve, please refer to Note V. 44.

BEABEMARTSZENBE © &K
REEFFEN10% REUEATE BB A
e  ATRBAERFBARNAR]
MM EARS0% A LB - ATNEIREN ©
TRBATENEEH2AKER - 44 -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTEsS 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
48. Retained earnings

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

48. RO BLFE

2016
20165

2015
20154

Retained earnings at end of HER EFEER

previous year, before adjustment ROEFE 26,918,633,619.95 26,397,531,915.03
Adjustments on business combinations B—2h T

involving entities under common control & 8% 11,500,215.46 (10,196,139.04)
Retained earnings at beginning of year,  FEIBENFH B FHE

after adjustment 26,930,133,835.41 26,387,335,775.99

Net profit attributable to ) SYNG]
shareholders of the parent I8 BR A% A 2,441,188,631.73 1,412,273,295.73
Less: Appropriation of surplus reserves o IRMBBAE Note V. 47
Wit - 47 298,750,686.67 168,836,810.85
Dividend payable on ordinary e AR
shares in cash HEIRF 799,723,855.60 699,758,373.65
Distribution to original shareholders B35 T
prior to the date of combination BB BRIM
involving entities under common JRIRERE 7 BL
control 7,001,600.00 -
Business combinations involving B—f2H T
entities under common control EESH 43,674,598.77 =
Addition and reduction of shares of =0 mAF AR
subsidiaries and others A& A7 e EoA 316,270,810.06 880,051.81
Retained eamnings at year end FARRDEFE 27,905,900,916.04  26,930,133,835.41

As the scope of combination changed due to business
combinations involving entities under common control, the retained
earnings at beginning of 2015 decreased by RMB10,196,139.04.

On 7 June 2016, the 2015 profit distribution scheme was
considered and approved on the 2015 annual general meeting.
Based on the 3,998,619,278 shares, comprising 3,027,099,278
A Shares and 971,520,000 H Shares, representing the total share
capital of the Company, all shareholders were entitled to cash
dividend of RMB1.00 (including tax) for every 10 shares held,
totaling RMB399,861,927.80 in cash.

248 WEICHAI POWER Co., LTD. s NBRMNERAS

MRAE—ZH TREAFERNE G
HEEE - HMO2015FTADEFE
AER#10,196,139.047T ©

M2016%F6 A78 + AR & 20154
ERRAFREEZBIB2015F
EMBEIEFE  UWARABEBRA
3,998,619,278  AEH (H R AR 4
A% 19 3,027,099,278 I - H A% 42 B 1
971,520,000 % ) [A) & 88 J% R 1% 10 4%k
BB S 4IFARE1.00T(EH) - &
Ik 2538 & A% FI| A R #399,861,927.80
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS
48.

49,

(CONTINUED)
Retained earnings (Continued)

On 30 August 2016, the interim profit distribution scheme
2016 was reviewed and approved at the fourth meeting of the
fourth session of the Board, as mandated by the shareholders in
general meeting. Based on the 3,998,619,278 shares, comprising
3,027,099,278 A Shares and 971,520,000 H Shares, representing
the total share capital of the Company, all shareholders were
entitled to cash dividend of RMB1.00 (including tax) for every 10
shares held, totaling RMB399,861,927.80 in cash.

Revenue and cost of sales

Revenue includes turnover and other revenue that arise in the
course of the Group's ordinary activities. The Group's turnover,
which arises from the principal activities of the Group, represents
the net invoiced value of goods sold, after allowances for returns,
trade discounts and the value of services rendered; and gross rental
income received and receivable from investment properties.

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

48.

49.

ROBEFE(E)

M2016F8 530H » AR AU fE MY &k
EEeRBERRAFTFASHNEE &
BB T 2016F FHI D ATIR B 75 3 A
AN B #ER173,998,619,2781% A E
(E 1 ARY 48 % 17 3,027,099,278 %
H A% 48 A% 19 971,520,000 % ) [A) & B2 A%
REHI0RIRERSAFNARE1.00
T(EH)  HEBREBRIARE
399,861,927.807T °

LR A
WABRAKBEREXBBRETES
MEXBREMKA - AEEAXE
EBPELANEERREFAMBGER
B BEFN - AREREHEED
BEHEEMNBERFEUARKRENE
EB R R EKHES WAL -

2016 2015
20165 20155
Revenue Revenue Cost
WA WA A
Principal operations TEEK 91,147,837,519.65 70,166,935,796.12  72,632,806,564.05 55,699,900,689.19
Other revenue Hip 2,035,683,864.89  1,933,047,262.51 1,534,933,991.86  1,363,886,097.01
93,183,521,384.54  72,099,983,058.63  74,167,740,555.91 57,063,786,786.20
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)
49. Revenue and cost of sales (Continued) 49, EHEWARREA(E)

BRMAFIRIT ¢

2016 2015
20165 20154

Revenue is listed as follows:

Revenue from principal operations FEEBKRA

Sales of goods and others SHEmm M EAM 50,084,856,176.62 37,144,805,198.88
Revenue from forklift truck production, NEBEAE - B BRI REER
warehouses technology and supply AR RRBFBA

chain solution services 41,062,981,343.03 35,488,001,365.17
91,147,837,519.65 72,632,806,564.05

Other revenue Hib A
Sales of materials SHEME 1,378,457,250.81 878,275,811.23
Sales of power HEBH 51,143,589.11 33,026,957.35
Lease income HEBA 90,634,219.24 81,939,932.09
Provision of non-industrial labour REHIET Y 36,311,349.82 40,947,385.05
Others Hith 479,137,455.91 500,743,906.14
2,035,683,864.89 1,534,933,991.86
93,183,521,384.54 74,167,740,555.91

50. Taxes and surcharges 50. &R

2016 2015
20165 20154
Business tax L 21,266,720.78 8,155,612.39
City construction tax PFERL 149,224,459.50 89,525,651.41
Educational surtax B BKM 106,722,593.87 61,900,626.11
Land use right tax T e AR 45,168,952.39 =
Tax on vehicles and vessels BT 70,418.03 =
Stamp duty ENTERL 27,443,642.06 -
Property tax BEH 78,648,803.35 =
Others HAith 22,312,607.36 28,715,299.21

450,858,197.34

188,297,189.12
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS

(CONTINUED)

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

51. Distribution and selling expenses 51. HEEH
2016 2015
20164 2015%F
Staff costs B TAA 2,926,081,314.02  2,590,423,560.56
Freight and packaging BEREES 849,338,881.28 763,945,466.59
Marketing expenses misHAER 860,457,615.44 757,036,454.32
After-sales and product return fee —BREMREER 1,313,510,092.17 583,263,008.31
Travel expenses EIRE 296,756,097.87 260,950,360.50
Lease expenses HEZ 254,342,720.12 231,836,260.55
Depreciation of fixed asset EEEERE 289,395,778.41 203,242,742.85
Office expenses WAEA 116,039,805.10 109,856,365.65
Others Hith 738,706,680.45 774,469,488.36
7,644,628,984.86 6,275,023,707.69
52. General and administrative expenses 52. EEEH
2016 2015
20164 2015%F
Staff costs BTRA 3,750,318,591.79  3,210,893,021.85
Depreciation of fixed assets EEEERE 723,039,998.91 992,041,326.26
External support fee INER B 860,231,740.50 582,764,473.01
Experiment expenses and HARELAEER
development expenses 603,705,105.04 443,390,143.57
Office expenses WRE 301,294,950.12 304,543,576.05
Fuels and materials BRE R iR 234,936,282.62 255,645,848.53
Taxes e 97,194,985.48 231,086,471.44
Lease expenses HEE 144,963,283.67 137,171,018.07
Travel expenses EiRE 121,575,898.64 115,513,027.69
Repair expenses BRE 56,283,598.86 62,212,970.80
Transportation charges EHE 22,675,990.92 26,371,481.59
Vehicle usage fee BHEFEAE 22,666,768.89 18,755,818.75
Promotional expenses EEHEEE 11,450,644.56 9,960,503.69
Heating expense i 4,363,692.69 9,485,674.75
Others Hith 696,978,044.02 831,421,577.57

7,651,679,576.71

7,231,256,933.62

The audit fee in the amount of RMB12,600,000.00 in respect of
these financial statements for the year is included in the above
general and administrative expenses (2015: RMB12,600,000.00).

AEEVBERIEBTEAARE
12,600,000.00 7T & & #& £ Lt it
EEERFR(2015FEF : AR
12,600,000.007T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V.

252

NoTES TO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

B ISR RMEE(EE)
2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

53. Finance expenses 53. BIBEH
2016 2015
20164 20154
Interest expenses FESZH 1,283,661,384.66 1,196,376,512.85
Less: interest income o FLEMA 791,203,913.76 915,720,889.55
Exchange gains/ losses B H B (169,021,029.72)  125,622,765.50
Handling fees and others FEEREM (124,613,556.34) 75,864,695.26
198,822,884.84 482,143,084.06
2016 2015
20165 20154
Interest expenses: FES L

Interest on bank loans, overdrafts and other ~ 5 AZEZ EPEBHRITER -
borrowings wholly repayable within 5 years &3 & E4th & T & 872,647,321.70 836,069,841.93
Interest on finance leases BMEHENFE 378,539,161.67 351,780,170.00
Other interest H A2 32,474,901.29 8,526,500.92
1,283,661,384.66  1,196,376,512.85

54. Impairment loss of assets 54. EEREBX

2016 2015
20164 20154
Loss from bad debt EEREL 203,391,237.88 173,257,719.64
Loss due to decline in value of inventories FEREEX 500,487,435.43 184,700,610.60
Impairment loss of available-for-sale assets A ESREERERLX 5,135,800.00 =
Impairment loss of fixed assets & & EREEX 4,555,003.96 9,637,369.07
Impairment loss of construction in progress — 7EZ TIZR{EE K 24,000,000.00 -
Impairment loss of intangible assets A ERERK 246,840,894.30 28,284,112.00
Impairment loss of goodwill [SEVERIEEEES - 334,767.56

984,410,371.57

396,214,578.87

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED

Bt 5 ¥R R it 5E (78)

20164 12H31H(ARKT)

FINANCIAL STATEMENTS (CONTINUED)

55. Profit or loss on change of fair value

55. AREBEZIE

Financial assets at fair value through
profit or loss for the current period
Incl: Derivative financial instruments

h - SHIBHRETEZIREFRE(E)

N2

z=

2015
20154

2016
20165
NARBENFEEAS

SABHIESENEREE (132,244,826.16)
Hep: fTESRTA -

(15,593,770.00)

Forward contract BEHEL (132,244,826.16) (15,593,770.00)
Cross currency interest rate swap IXEEFEEBMT A
instruments (Note V. 65) (fzEh -~ 65) (23,076,012.83) (7,759,303.10)

(155,320,838.99)

(23,353,073.10)

56. Investment income

56. REWS

2016
2016

Gain on long-term equity investments
under the equity method

Investment income during the period
in which the available-for-sale financial
assets were held

Investment income arising from disposal of
long-term equity investments

Others

2015
20154

AR E N R IBRE

B W 87,250,957.31
HHESREERFE
HIRES IR & W es
22,859,118.45
BERBREREELEN
FE W 7,953,705.80
EAb 2,426,310.93

32,180,889.65

71,297,634.00

18,720,561.88
(7,244,466.79)

120,490,092.49

114,954,618.74

ANNUAL REPORT 2016 ZF IR

253




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

57. Non-operating income

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

57.

2016

20165

=E NN
2015
20154

h - EHIBHRETEZIREFRE(E)

Extraordinary profit
and loss recognised
in the Year 2016

T A2016FE
FEEMER

Government grants TR B 207,041,138.37 228,139,061.56 207,041,138.37
Gain on disposal of non-current assets  FERBHEEREFIE 29,761,449.98 66,967,177.83 29,761,449.98
Incl: Gain on disposal of fixed assets ~ H# : EFEEREFS 28,893,746.35 31,680,856.56 28,893,746.35
Gain on disposal of BVAERENE

intangible assets - 1,252,463.67 -

Gain on disposal of other HEtERBEEREFG
non-current assets 867,703.63 34,033,857.60 867,703.63
Profit from debt restructuring B ERFIE 12,733,578.95 11,564,206.75 12,733,578.95
Reversal of provision for other liabilities Eft & & 45,145,113.86 37,543,130.00 45,145,113.86
Others Hith 376,414,761.75 349,569,139.25 376,414,761.75
671,096,042.91 693,782,715.39 671,096,042.91

Government grants charged to profit or loss for the current period

are presented as follows:

2016

20165

Income of financial subsidies

Government support fund

Value added tax subject to rebate

Amortization of deferred income

Amortization of deferred income

Others

EZCEIT N

Bk

TR RIEER

R ]

EEREEH

Hfty

102,643,777.99

260,900.00

49,494,647.75

33,420,363.44

19,112,832.00

2,108,617.19

FTAE BBSABRT T

2015
20154

Related to
assets/income

BEE /ANHIAH

182,339,291.59

1,218,006.00

20,000,000.00

22,879,839.87

1,701,924.10

Related to income

i gaisl

Related to income

b gaisl

Related to income
B
Related to assets
BB AR
Related to income

IR

Related to income

il

207,041,138.37

228,139,061.56

254
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) AP IRBMIE(48)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS

(CONTINUED)

57. Non-operating income (Continued)
During the year, the government subsidy received by the

Company and amortized via deferred income amounted in total to
RMB207,041,138.37, including the following:

(M

During the year, the Company and its subsidiaries received
special funding in respect of development in national
strategic and emerging industries from the Financial Office
of Weifang Hi-tech Zone under Wei Gao Cai Zhi [2016] No.
205, received funding in respect of national foreign trade
development funds from the Financial Office of Weifang Hi-
tech Zone under Wei Gao Cai Zhi [2016] No. 432, received
the incentive of relevant policies in respect of acceleration in
development of emerging high-end industry and acceleration
in implementation of innovative strategies for supporting
corporate healthy development from the Financial Office of
Weifang Hi-tech Zone under Wei Gao Cai Zhi [2016] No.
37,received the provincial foreign trade development funds
from the Financial Office of Xi‘an City under Xi An Shi Cai
Han [2016] No. 350, received special funding from Xi‘an
Economic Technology Development Area Management
Committee under Xi Jing Kai Fa[2016] No. 207 and 418 and
other income including financial subsidies and refund of land
use taxes, in a total amount of RMB105,013,295.18;

During the year, pursuant to Qi Shan Guo Shui Tong [2016]
No. 01, Shaanxi Heavy-duty Motor Company Limited, a
subsidiary of the Company, obtained the exemption from
value-added tax applicable to special-purpose military
vehicles from State Administration of Taxation of Qishan, in
a total amount of RMB49,494,647.75;

During the year, the Company and its subsidiaries amortized,
via deferred income, government grants including
land refunds and special funds, in a total amount of
RMB52,533,195.44.

h - SHIBHRETEZIREFRE(E)

57.

EEIMNRA (1)
AN R B UK B R R R A B BT
B H 5t AR #207,041,138.37 7T ©

o

(1)

3)

ANNUAL REPORT 2016 ZF IR

RERARRF R AR =
FE[2016]205 5 ER 15 435 = ¥ [
R R B SR B R M R B 5
LREBRMEY  BEBEESEIE
[2016]432 57 BR 15 4 3 /= 37 [ B
BRENPRINCEREZIRE
S - RIEHS1E[2016]37
SRER{S i3 = 3 6 B BB B A
RIS EEERMMRE
HERIFT BB B A 2 RF D IR R
BABBRERES - BIEAR
™ Bt 4[2016]3505% BR 15 78 &2 T
FRBEANEIMCE B EEIE
A& - RIEFALRRE[2016]207
5% - 4185%EUS 78 22 A B i B
BREEEESRNNEIEFEE
3R LA RE M= I B B AR RN+
5 FR A 3R 38 R S SR A SR T
AFR#105,013,295.187C

ARERAFZFRAAPRAER
B AR A AR s 1L B i
[2016]01 5% ER1F U | LI B 7t 5 =8 AR
g B e UL ER LT AR
49,494,647.757C

RERRDR BT R AR a5
BB L HRERAREE
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52,533,195.447C °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED -
FINANCIAL STATEMENTS (CONTINUED)
58. Non-operating expenses

SHFHRREDIBBEFTRE(E)
58. L H

Extraordinary profit

and loss recognised

2016 2015 in the Year 2016

FTA20165E

pri:3 20155 HER IR

Loss on disposal of non-current assets FRBEERERK 37,485,076.20 26,439,247.59 37,485,076.20

Incl: Loss on disposal of fixed assets B FrAERERA 22,534,908.72 16,935,639.42 22,534,908.72
Loss on disposal of other non-current EpHnaEE

assets EEEX 14,950,167.48 9,503,608.17 14,950,167.48

Loss from debt restructuring BRBHER 2,586,996.56 821,896.00 2,586,996.56

Loss on stock-taking of non-current assets ErEEERERL 219,683.20 = 219,683.20

Donation expenditure Egpleh 5,564,653.57 2,094,000.00 251,653.57

Others Hith 105,900,426.03 161,145,788.31 111,213,426.03

151,756,835.56 190,500,931.90 151,756,835.56

59. Expenses by nature
The supplemental information of the Group’s cost of sales,
distribution and selling expenses, general and administrative
expenses which are categorized by nature is as follows:

59. BREMESE
AEFBSERAN  HEER  EHE
REZRUEE S EATERAT

2016 2015
20164 20154

Materials used FRBOME
Movement of inventories of finished goods ERmEEERFERS
and work in progress

Staff remuneration B8 357
Depreciation and amortization expenses TEBMEHEER
Rental He

Others Hh

59,078,033,385.07 44,796,438,654.15

(4,065,796,947.90) 240,670,562.75
16,303,904,929.03 14,265,106,241.59
6,026,837,410.95 5,373,983,598.48
1,290,020,436.25 1,212,665,418.77
8,763,292,406.80 4,681,202,951.77

87,396,291,620.20 70,570,067,427.51

60. Income tax expenses

60. FrEBIEM

2016 2015
20165 20154

Current tax expenses EHIFEHE R
Deferred tax expenses ELEFTETHE A

1,467,719,825.72  1,192,969,219.02
(426,326,705.55)  (265,181,687.93)

1,041,393,120.17 927,787,531.09
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)
60. Income tax expenses (continued)

The relationship between income tax expenses and the total profit is

60. FTEHIEA(E)
FrS B R EMNBEENBERI RN
listed as follows: I

2016 2015

20154

20164

Total profit T 4E58 4,637,646,771.44  3,125,901,605.48
Tax at statutory tax rate BEEMETEMIIE a4 Notel 1,159,411,692.86 781,475,401.37
Effect of different tax rates BRa RFELFAREA 2 Note 2
applicable to parent company TR RN E
and some subsidiaries (269,340,327.32) (169,653,745.28)
Effect of tax rate adjustment on TR B F IR
opening deferred tax MIEzTE (8,406,876.21) 84,538,819.26
Adjustments to current tax of HIARTEAE B BAPTST
previous periods EoEEEES 2,890,836.39 180,353,655.69
Profit and loss attributable to HEREE REE AT
associates and jointly-controlled OR=Fa
enterprises (7,541,386.53) (13,253,600.52)
Non-taxable income EAMTA (127,809,991.84) (50,448,361.09)
Expenses not deductible for tax AR E A 111,377,381.60 93,742,592.37
Tax incentives on eligible expenditures & &8I HmE 4
Copziihgi Xy (118,835,074.26) (64,566,747.46)
Utilization of deductible losses from  FIF LARTEEE B AT 3K 40
prior years BB (20,719,117.47)  (229,768,923.13)
Unrecognized deductible losses RUER A AT 0B 18 300,884,554.36 229,920,171.70
Effect of unrecognized deductible RIERR AR E R4
temporary difference ZENTE 27,797,496.54 62,367,297.38
Others Hph (8,316,067.95) 23,080,970.80
Tax expense at the Group's effective  IZAEEERERGTEA
tax rate Fristi &R 1,041,393,120.17 927,787,531.09
Note 1:The Company is subject to a statutory tax rate of 25%. i1 ARAVEEWER25% °
Note 2:The PRC income tax of the Group is calculated based on the estimated it2 . AEEEF EEA R Z AT
taxable income gained in the PRC and applicable tax rate. Tax arising from JERT P58 BB EGTHE  IRROA
the taxable income in other regions is calculated at applicable tax rate it 1t 2 JEE A B T 15 ) R TR 15 AN S (B4

ETERR N RITERE « REASIE
B HAGEANFEE -

according to existing laws, interpretations and practices of the country in
which the Group operates.

R AKERERESE L EEHRF
B BUREREBFEHA R -

No provision for Hong Kong profit tax has been made as the Group
had no taxable profits arising in Hong Kong for the period.
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V. NoTeEs To0 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
61. Earnings per share (EPS)
The basic EPS is calculated by dividing the net profit of the current
period attributable to the ordinary shareholders of the Company by
the weighted average number of outstanding ordinary shares.

The calculation of basic EPS is detailed as follows:

B ISR RMEE(EE)
2016 12A31H (A% T)

h - SHIBREEZIREEEE)
61. =R
EARBRLSERBBRARR LR
RRAR SR & EVE AU - B ABATAESD
LRI THEEE -

ARG AR HIT

2016 2015
20165 20154

Earnings g

Net profit of the current period attributable  $3@BRA R 7 & FAZAR R

to ordinary shareholders of the Company B & 5 FE

2,441,188,631.73  1,412,273,295.73

Shares f& 5

Weighted average number of the ordinary RAREITEINE R

shares outstanding of the Company HY INAE S35 85 3,998,619,278.00 3,998,619,278.00
EPS (RMB/share) M T, IR) 0.61 0.35
The Company holds no material potential shares that are dilutive. REEESEAMBIEER -

62. Notes to items in cash flow statement
Other cash received relating to operating activities

62. REMEBRERGTE
Y B B At BEAE 27 B B 5
AN

i

2016 2015
20164 20154

Government grants AT BN
Interest income FLEWA
Others HAth

192,732,103.93 205,133,521.69
805,761,508.70 996,060,508.72
337,060,916.84 264,153,691.18

1,335,554,529.47  1,465,347,721.59
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V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

62. Notes to items in cash flow statement (Continued) 62. REREREFETE(E)
Other cash paid relating to operating activities SEITHIR AT & F B B BFR 3
=z

2016 2015

Marketing and external support fee TIHEEE RINEE S 1 & 1,732,140,000.50 1,349,761,431.02
After-sales and product return fee =B NEmRE 803,345,411.60 455,400,764.65
Freight and packaging BEE NP 1,050,257,202.43 782,701,285.34
Office expenses WNE 417,334,755.22 414,399,941.70
Travel expenses EIRE 418,331,996.51 376,463,388.19
Cash settlement of confirmation business BRHA%KIRESTEAE 1,528,197,389.70  2,829,023,037.08

Payments for early performance of some WEEERRIBSER

contracts in acquisition of Dematic AL E 461,827,027.60 -
Others Hih 2,511,023,697.46 1,487,972,958.88

8,922,457,481.02  7,695,722,806.86

Other cash received relating to investing activities WER it 1 B % B B R B %

2016 2015
20164 20154

Land-related and asset-related B3+ 30 A8 E AR R BT B
government grants 142,461,742.00 64,828,590.00
Others Hity 72,634,378.80 -
215,096,120.80 64,828,590.00
Other cash paid relating to investing activities SITRMERE ZEF A2

2016 2015
20164 20154

Loans e 26,165,200.27
Others Hth 6,986,068.29 24,568,002.00
6,986,068.29 50,733,202.27

Other cash received relating to financing activities WER it 8158 B % B) B R B %
2016 2015
20164 20154
Bill financing ZERmE 58,758,147.20 20,000,000.00
Others Hth 2,145,536.35 142,208,242.00

60,903,683.55 162,208,242.00
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62. Notes to items in cash flow statement (Continued) 62. REREREFETE(E)
Other cash paid relating to financing activities

XITAMBEL L E BT

2016 2015
20165 20154

Acquisition of minority interests in subsidiaries B & 1/ a] > &A%

1,312,757,958.12  1,339,738,975.36

Business combinations involving entities under [&—32%| TN 2EA 6

common control
Handling fee for guarantee for borrowings
Repurchase of shares by subsidiaries
Others

ERIERRR K FEE
FARE EERG
HAm 45,321,870.26

252,860,238.60 =
200,692,162.40 70,164,348.64

20,328,092.80 =
74,988,711.23

1,831,960,322.18  1,484,892,035.23

63. Supplement to cash flow statement
(1) Supplement to cash flow statement

63. REREXRMARER
(1) BemEBXHAEN

2016 2015
20165 2015%F

Net profit
Add: Loss in impairment of assets

Ve
m: BEREERR

3,596,253,651.27 2,198,114,074.39
984,410,371.57 396,214,578.87

Increase in special reserve HIBREREM 19,871,883.05 28,040,833.15
Depreciation of fixed assets and EEEERRE M
investment properties EHERNITE 4,532,261,154.52 4,171,942,868.34
Amortization of intangible assets T A E 1,407,364,132.63 1,120,598,931.80
Amortization of long-term REFE S REH
prepaid expenses 87,212,123.80 81,441,798.34
Loss/(Gain) from disposal and BREMREETEE -
retirement of fixed assets, B E M E A R AP
intangible assets and other BEMBK (W)
long-term assets 7,723,626.22 (40,527,930.24)
Loss from change of fair value AR EEEHEL 155,320,838.99 23,353,073.10
Finance expenses B &R 463,285,652.15 1,218,043,062.59
Investment income 1S E WS (120,490,092.49) (114,954,618.74)
(Increase)/Decrease BREFTSTHEER
in deferred tax assets ), SR (189,403,257.49) 341,701,940.05
Decrease in deferred tax liabilities BIEFTEHAERRD (200,560,210.86) (505,264,102.83)
(Increase)/Decrease in inventories FEa0Em), wH (3,344,030,478.74) 589,054,183.84
(Increase)/Decrease mEMEYIEE R
in operating receivables (&), (11,326,330,715.83) 5,555,869,118.72
Increase/(Decrease) LEMRENIEER
in operating payables a0,/ GRid) 11,990,840,248.12  (7,962,970,276.00)
Others Hi 186,704,544.12 (262,143,473.93)
Net cash flow from KR EEEER
operating activities ReneE%58 8,250,433,471.03 6,838,514,061.45
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED h-
FINANCIAL STATEMENTS (CONTINUED)
63. Supplement to cash flow statement (Continued)
(1) Supplement to cash flow statement (Continued)
Non-cash payment of material investing activities:

SifFRExERIREFE(1E)
63. RERBRHBAER (B)

(1) HLREXFAEF (E)
T RBRENERRERE -

2016 2015
20165 20154

Acquisition of long-term assets from HEm M - RESHEE®
the endorsement of bank acceptance RITHE R E R S EEE
bills received from the sale of goods BERIEE

and provision of services

2,209,120,636.38  2,718,425,000.44

2016 2015
20165 20154

Net change in cash and cash equivalents: H& KMIR&EEYFE

The closing balance of cash IBE& M FEREEE 21,598,831,905.22 21,154,657,664.43
Less: The opening balance of cash B IR F VSR 21,154,657,664.43 20,550,983,892.89
Less: The opening balance of cash B BEeEEWNEY
equivalents BRER - 20,000,000.00
Net increase in cash and cash Re MRS EEWFIL
equivalents JIEE] 444,174,240.79 583,673,771.54

(2) Information related to disposal of major

(2) EETBFAFRAME

subsidiaries and other business units FE{EE
Information relating to disposal of major subsidiaries and BREFEFARIREMERERN
other business units =)
2016 2015
2016 20154
Consideration for disposal of subsidiaries Ez & /2~ &) & E & 2 B8 fi7
and other business units RS 37,959,549.54 49,973,700.00
Cash and cash equivalents received for & F A 7 & H & % B 7
disposal of subsidiaries and other KRR FIRSFEY
business units 37,959,549.54 49,973,700.00
Less: Amount of cash and cash B BB TARIRHEMEE
equivalents in subsidiaries and BUHANRSM
other business units disposal BEEBY 37,959,549.54 2,579,740.69
Net cash received for disposal of BETARNEMEEEN
subsidiaries and other business units B KR & 558 - 47,393,959.31
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V. NoTES To KEY ITEMS OF CONSOLIDATED hHh - SHEFHEXEIZIABFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
63. Supplement to cash flow statement (Continued) 63. RERERWAER(E)
(3) Information related to acquisition of major 3) RPRTEZFLEIRAME
subsidiaries and other business units REEE
Information relating to acquisition of major REFEFRAIRAMERE
subsidiaries and other business units 17 (=8
2016 2015
20164 20154
Consideration for acquisition of IS F AR RHEME E B
subsidiaries and other business units KB 16,100,278,545.70 485,759,321.10
Cash and cash equivalents paid for S F AR REAM &SN
acquisition of subsidiaries and other XHREMREEEY
business units 16,100,278,545.70 485,759,321.10
Less: Amount of cash and cash B RS FRE REMESE
equivalents in subsidiaries and BRFENIREH
other business units acquired REEEY 585,608,641.70 9,173,423.10
Net cash paid for acquisition of BSF A A R Efth & 2 B8
subsidiaries and other business units SRR ERE 15,514,669,904.00 476,585,898.00
(4) Cash and cash equivalents 4) B RBELEEY
2016 2015
20164 20154
Cash Re 21,598,831,905.22 21,154,657,664.43
Incl: Cash at bank Heb : BEFRS 6,416,580.43 4,974,113.23
Bank deposits on demand AIRER AR Y
RITER 21,589,174,946.34 20,433,475,510.07
Other cash equivalents on demand AT RER AR AR
HihEEES 3,240,378.45 716,208,041.13
Other cash equivalents HEtIRESEEY - -
Cash and cash equivalents at end of year FKRIE& MIREGEEYEREE  21,598,831,905.22 21,154,657,664.43
2016 2015
20164 2015%F
Cash and cash equivalents at end of year FRE®EE & 5458 27,122,981,855.33 24,856,509,077.48
Cash equivalents at the end of year FRIRSHBYHREE - =
Less: Balance of restricted cash and cash & : {8 F3 = 2R Iy & &
equivalents =kt 5,524,149,950.11  3,701,851,413.05
Closing balance of cash and cash FRBe RIBSEEMHE
equivalents at end of year 21,598,831,905.22 21,154,657,664.43
262 WEICHAI PowER Co., LTD. HEsk@8VNBRMEMRAT
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31 December 2016 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
64. Foreign currency monetary items

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

64. INEEEMIRE

2016 2015
2016% 2015F
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex RAARY % Ex faARE
Cash and cash equivalents EHES
-UsD -7 42,455,585.61 6.9370 294,514,397.38  42,926,593.63 64936 27874812840
- PY —Ar 2,403,363.00 0.0596 143,240.43 859,486.00 0.0539 46,326.30
-HKD — 2,742,923.81 0.8945 2,453,545.35 2,417,187.44 0.8378 2,025,119.64
-EUR -Br 1,740,617.64 7.3068  12,718,344.97 301,566.73 7.0952 2,139,676.26
- Indian Rupee —HEEY  142,995,615.00 0.1016  14,528,354.48  73,705,000.00 0.0977 7,200,978.50
- GBP —HE 2,554,054.59 8.5094  21,733,472.13 1,468,043.07 9.6159 14,116,555.36
-THB — 5k 100,365,249.14 0.1939  19,460,821.81 4,484,219.79 0.1802 808,056.41
- UAE Dirhams i
S 579,494.71 1.8890 1,094,665.51 227,866.75 1.7677 402,800.05
2016 2015
2016% 2015F
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex HEARY [R# Ex fra ARH
Accounts receivables FEUER
-UsD -%7 122,793,052.36 6.9370 851,815,404.22  98,587,808.04 6.4936 640,189,790.29
-EUR Bt 110,398.11 7.3068 806,656.91 131,834.61 7.0952 935,392.92
- GBP — R 49,112.00 8.5094 417,913.65 48,326.90 9.6159 464,706.64
-HKD — 11,389.00 0.8945 10,187.46 8,978.16 0.8378 7,521.90
-SGD —HETT - - - = = =
2016 2015
20165 2015%
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R HEARY R Ex fa AR
Other receivables L e
-UsD o 30,464.07 6.9370 211,329.25 1,823,162.60 6.4936 11,838,888.66
- GBP —HE - - - 3,145.44 9.6159 30,246.24
-5GD — 3T - - - = = =
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V. NoTES 70 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
64. Foreign currency monetary items (Continued)

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

h - EHIBHRETEZIREFRE(E)

64. IMNEEHMIER (&)

2016 2015
pIIj[:3 20158
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex RAARY R Ex e ARH
Accounts payable JERIRR
-UsD -X7 370,166.10 6.9370  2,567,842.24 1,943,582.37 6.4936 12,620,846.48
-HKD — B 2,619.00 0.8945 2,342.70 1,691.29 08378 1,416.96
- GBP —- 5 30,468.00 8.5094 259,264.40 31,786.99 9.6159 305,660.52
-EUR B 9,208.12 7.3068 67,281.89 9,208.12 7.0952 65,333.45
2016 2015
2016% 2015
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R HEARY [R5 Ex fEARE
Qther payables EiENR
-USD o 29,193,412.06 6.9370  202,514,699.46 8,150,443.05 6.4936 52,925,716.99
-SGD —HTETT - - - - - -
-EUR -B - - - - - -
-HKD B - - - 131,216,660.64 0.8378 109,933,318.28
2016 2015
2016F 20158
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex HEARY [R5 Ex fEARE
Short-term borrowings RERER
-UsD -%7 361,784.80 6.9370 2,509,701.16 3,640,371.05 6.4936 23,639,113.45
-EUR -Br - - - - - -
- GBP —HE 81,937.92 8.5094 697,242.54 809,775.00 9.6159 7,786,715.42
- Turkish Lira ~tHESBH  74,421,954.75 1.9702  146,626,135.25 = = =
~ Brazilian Real -EFEEGE  73,290,600.00 21310 156,526,734.42 - = =
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V. NoTeES 70 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
64. Foreign currency monetary items (Continued)

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

64~ JMNEEHMIER (&)

2016 2015
2016% 2015F
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex REARY % Ex faARE
Long-term borrowings RAER
~EUR -BT - - - _ - _
- Brazilian Real -EEESE  25,081,672.00 21357 53,566,926.89 - - -
2016 2015
2016% 2015%
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R¥% HaARY R Ex fa ARH
Interest payable FERFIS
-EUR B - - - = - _
-HKD — - - - 37,062,522.42 0.8378 31,050,981.28
2016 2015
2165 2015F
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R E= REARM R Ex e ARH#
Bond payable EfiER
-USD -3 397,318,955.89 6.9370 2,756,201,597.01 396,668,032.89 6.4936  2,575,803,538.37
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65. Hedges 65 EH

266

WEICHAI PowER Co., LTD.

Cash flow hedging

On 1 July 2016, our subsidiary, Weichai International Hong Kong
Energy Group Co., Limited (“Hong Kong Energy”) treated the cross
currency swaps as hedging instrument, of which cash flow hedges
were conducted to the bonds in foreign currencies amounting
to USD400 million against the cash flow fluctuation incurred by
change in exchange rates. The total cash flow of the hedged
items amounted to RMB2,977,700,235.22 (EUR407,525,000), of
which the amount due within 1 year was RMB113,569,207.34
(EUR15,543,000), the amount due within 1-3 years was
RMB219,399,836.43 (EUR30,027,000), and the remaining portion
will become due in 2020. The hedged items would affect the profit
and loss for the period of 2017 to 2020. In 2016, the revenue
of the hedging instrument from changes in fair value recognized
as other comprehensive income was RMB86,049,335.54
(EUR11,777,000), the amount recognized in statement of profit or
loss in current period was RMB146,265,095.85 (EUR20,019,000).
There was no material invalid hedge for the current year.

Our subsidiary, KION GROUP AG has conducted cash flow
hedging on forward currency contracts designated to the
exchange rate risk of forecast sale, forecast purchase and firm
commitment. The total cash flow of the hedged item amounted
to RMB2,647,984,320.00 (EUR362,400,000) and will be due
within 1 year. The hedged items would affect the profit and loss
for the year 2017. In 2016, the revenue of the hedging instrument
from changes in fair value recognized as other comprehensive
income was RMB67,485,604.80 (EUR9,236,000), the amount
recognized in statement of profit or loss in current period was
RMB99,211,730.40 (EUR13,578,000). There was no material
invalid hedge for the current year.

R NIRMBERATE

HeneEH

20167 H1H » FRARIHEBKRS
BRREBARAR([EHBEER]) G
RXEEBHERIEAERTIA -
FEEHABEETHINEESH BN EER
S ENBEERERDETRS
MEEH WEHEENRERE
@z A AR 2977,700,235.22 7T
(B 7£407,525,000) © H 15K 2
M &% B ARK113,569,207.34 T
(BX 7T 15,543,000) ' 1 E3F N EIH
7 A A R % 219,399,836.43 7T (Bl 7T
30,027,000) - Fl &R 39 #52020 4
BH - wEAIE B AT EEENEH
B A20179 520204 - 201652 EH
TAFAEMEERENA R EEE
F) Uk 25 A A R #86,049,335.54 7T (B
JC11,777,000) © & B ABE R A
SE A ARH146,265,095.857T (BT
20,019,000) o ARFME AN MNEH o

F A A KION GROUP AG #; i& B 4| [&
ERIBTEHEEEE - HHEREMNU
R TE A sh B ONE B B TR &0
EEH -WEHBERERELE
B AR 2,647,984,320.00 7t ( BT
362,400,000) * &AFPA1FEREIER o 4
EREB Y EBENERA2017
F o 016FZEHRT At AR MbsR
AWEH LR BEEZBREHEARE
67,485,604.80 7T ([# 7€ 9,236,000) °
EHEAEBRRNSBERARYE
99,211,730.407T (BT 13,578,000) ©
REBMERNEIER -
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V. NoTeEs T7T0 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

65.

Hedges (Continued)

Cash flow hedging (Continued)

Our subsidiary, KION GROUP AG has conducted cash flow
hedging on forward currency contracts designated to the
exchange rate risk of consideration of acquiring Dematic
Group, the subsidiary. The total cash flow of the hedged item
amounted to RMB16,089,790,800.00 (EUR2,166,100,000). The
cash flow of that hedged item was matured and has been paid
already. The hedged items would affect the profit and loss for
the year 2016. In 2016, the revenue of the hedging instrument
from changes in fair value recognized as other comprehensive
income was RMB75,990,720.00 (EUR10,400,000), the amount
recognized in statement of profit or loss in current period was
RMB75,990,720.00 (EUR10,400,000).

Hedge of net investment in foreign operation

To prevent the exchange rate risks arising from foreign currency
translation of certain offshore subsidiaries, our subsidiary KION
GROUP AG has conducted hedge of net investment in foreign
operation on the current price of forward currency contracts
designated to such offshore subsidiaries. In 2016, the revenue of
hedge of net investment in foreign operation recognized as other
comprehensive income was RMB16,074,960.00 (EUR2,200,000),
and there was no material invalid hedge.

B ISR RMIEE(E)
2016 12A31H (A% T)

h - SHIBHRETEZIREFRE(E)

65 EH(&E)

REnEER (&)

FAFIKION GROUP AGH& HSNES
[ $5 7€ ¥J W B8 F 2 7] Dematic Group
BB ENINERBRETERE SR
EEH WEHHERSRELE
A A K #16,089,790,800.00 7T ( B 7T
2,166,100,000) ' ZWEMBEE R &
ME LR BN T - SHEHIEE T
FEBRMEEA20164F © 2016F 7%
ETHEFARMBAERENARE
B el A ARY75,990,720.007T
([17£10,400,000) * & HAsg AfE a5
m & %8 A AR 75,990,720.00 7T (BX
7610,400,000) °

BIIE & FIEER
2 A KION GROUP AG /4 #7 #f H &
LI INF A B INEE $R 3R AT H A E R R
% BERBINES NP B EER
BEHZEBINFRAIEITRING
BIRILEE 2 20165 © ZEBIME
BERREEHTFAHLMBEE KER
&5 A AR ¥16,074,960.00 7T (BT
2,200,000) + BESENEZER -
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Vi. THE CHANGE

268

IN SCOPE OF

CONSOLIDATION

1.

Business combinations not involving entities under
common control

The major business combinations not involving entities under
common control for the year are as follows:

On 8 February 2016, KION GROUP AG, a subsidiary of the
Company, entered into an agreement to acquire the US-based
Retrotech Inc.. Retrotech Inc. is a company which focuses on
the integrated system of integrated automation of warehouses
and distribution solutions. On 1 March 2016, KION GROUP AG
completed the acquisition of 100% interest in Retrotech Inc. at
a consideration of approximately EUR 25 million. The acquisition
date was determined as 1 March 2016.

The fair value and carrying amount of Retrotech Inc.’s identifiable
assets and liabilities at the acquisition date are as follows:

WEICHAI PowER Co., LTD.

B ISR RMEE(EE)
2016 12A31H (A% T)

N\~ BifsEEEEE)

—_

FE—EH T RS

AFEEERIFR I TERAHE :

20162 A8H ' ARAElZFAA
KION GROUP AG % 5] 17 =% Ut & =&
Retrotech Inc. ° Retrotech Inc. &F — XK
ESXEBELEREREXFRSE R
FHAE » 20163 A 1H * KION
GROUP AG5EAX #iRetrotech Inc. 100%
BRI S - W BB (B X9 R BT 2500
& - BEH®TEA2016F3711 -

Retrotech Inc. YA SR EEME ERN
BEBNAABEMEREEDT :

Fair value Carrying amount

on 1 March 2016 on 1 March 2016

2016%3A1H 2016F3A1H

AREE REER

Cash and cash equivalents EKES 12,440,561.70 12,440,561.70

Accounts receivable MR TR 62,751,133.20 64,417,470.60

Intangible assets BREE 109,864,330.80 1,381,493.40

Other assets HiBE 21,106,940.40 20,288,013.90

Accounts payable FERIRR (53,422,492.20) (53,422,492.20)

Financial liabilities SREE (68,369,681.10) (68,369,681.10)

Other financial liabilities Hit e mafs (35,498,683.50) (34,416,276.30)

Other liabilities Hitgifg (44,072,487.90) (6,102,782.70)

4,799,621.40 (63,783,692.70)

Minority interests DERR R _ _

Share of net assets ZHEFREE 4,799,621.40 (63,783,692.70)
Goodwill arising from acquisition BEEANRE 173,000,003.40
Consideration paid for combination AHEE 177,799,624.80
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Vi. THE CHANGE
CONSOLIDATION
1.

IN SCOPE OF

(CONTINUED)

Business combinations not involving entities under
common control (Continued)

Retrotech Inc.’s results of operations and cash flows from the
acquisition date to the end of this year are as follows:

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

N~ GffsiENEEN(18)
1. EE—EZEHTEES6H (&)

Retrotech Inc. EEEE HEEEAF KA
KEKRFIBES RS RAT

Period from
the acquisition date
to 31 December

lRER
E12A3188H

Revenue =EJON
Net loss FEE
Net cash flows BeREFE

128,149,000.00
(35,881,720.00)
(8,692,163.60)

On 21 June 2016, KION GROUP AG, a subsidiary of the
Company, entered into an agreement to acquire the US-based
DH Services Luxembourg Holding S.a r.l., Luxembourg. DH
Services Luxembourg Holding S.a r.l., Luxembourg is the parent of
Dematic Group. Dematic Group is a global leading supplier which
optimizes the supply chain and satisfies customers’ demand for
materials handling by highly-consolidated automation technology,
software and services. On 1 November 2016, KION GROUP AG
completed the acquisition of 100% interest in Dematic Group at
a consideration of approximately EUR 2.1 billion. The acquisition
date was determined as 1 November 2016.

201656 A21H - KRR ZF A
KION GROUP AG#% 7T frha Wi 5= BIDH
Services Luxembourg Holding S.a r.l.,
Luxembourg., DH Services Luxembourg
Holding S.a r.l., Luxembourg. ZDematic
Group ) &} A &) ° Dematic Group %
—XBBEEES BB - B4
PR 75 2R AB A b 4 FE B2 0 o 2 B P W R R
EREKMEIRALHER - 12016
F11A18 * KION GROUP AG5ERK ¥
Dematic Group100% A B #E UK B2 - Uk
BHEARBIT21E - BEBRER
20165F11 818 -
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Vi. THE CHANGE IN SCOPE OF i\~ BHEENEE (1)
CONSOLIDATION (CONTINUED)
1. Business combinations not involving entities under 1. FR-—EHTEEESH(E)

common control (continued)
Dematic GroupK) A R EEFM A ER
BEANEEAABENEREBRN

The provisional fair value and carrying amount of Dematic Group’s
identifiable assets and liabilities at the acquisition date are as

follows:

™

Provisional fair value
on 1 November 2016

Carrying amount
on 1 November 2016

2016511818 2016511 A18
EEALEE EEEA
Cash and cash equivalents EKES 554,128,800.00 554,128,800.00
Accounts receivable FEURER TR 1,184,766,000.00 1,184,766,000.00
Intangible assets EBEE 12,374,305,200.00 353,572,800.00
Other assets HiEE 3,971,008,800.00 3,705,829,200.00
Accounts payable JERIIRER (1,636,388,400.00) (1,636,388,400.00)
Other financial liabilities HivdRaRE (6,320,485,200.00) (6,320,485,200.00)
Deferred tax liabilities BEAERARE (4,565,248,800.00) (98,049,600.00)
Other non-financial liabilities HinFemB R (3,776,395,200.00) (3,776,395,200.00)
1,785,691,200.00 (6,033,021,600.00)
Minority interests PEREER - =
Share of net assets FHFEE 1,785,691,200.00
Goodwill arising from acquisition BEELMEE 14,304,099,600.00
Consideration paid for combination AHEE 16,089,790,800.00 Nete
Note: As the assessment is not completed yet, the fair values of all the it ARFHETIER KT - A O ERIE)

SIEAHREE - BERKAABNAD
REBEREERETE  RE(LESE
ERIF205; — D EE G - AEBLLAT
EE R E I BEREMRE Z XS U
1T THERRAIGTZE » 9 E2016F11H1H
HRI2E AR AT hREE - BER
LA B EH BRI B ER T -

identifiable assets, liabilities and contingent liabilities are determined on
a provisional basis. Pursuant to the”Accounting Standard for Business
Enterprises No. 20 — Business Combination”({ {& % & =t % 81| £ 20 %% —
> E A Bt)), recognition and measurement of the business combination
have been based on provisional values. Adjustments will be made to
the provisional values of the identifiable assets, liabilities and contingent
liabilities within twelve months from 1 November 2016.
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Vi. THE CHANGE
CONSOLIDATION
1.

IN SCOPE OF

(CONTINUED)

Business combinations not involving entities under
common control (continued)

Dematic Group’s results of operations and cash flows from the
acquisition date to the end of this year are as follows:

B ISR RMIEE(E)
2016 12A31H (A% T)

N~ GffsiENEEN(18)
1. EE—EZEHTEES6H (&)

Dematic Group B #8 B B8 &= NG K HAJ
LA RFESRETRAT ¢

Period from
the acquisition date
to 31 December

lRER
E12A3188H

Revenue =EJON
Net loss FEE
Net cash flows BeREFE

1,900,266,600.00
(194,054,200.00)
27,833,962.80

Business combinations involving entities under
common control

On 26 September 2016, the Company entered into agreement
with Weichai Group Holdings Limited to acquire 100% equity
interest of Weichai (Weifang) Medium-duty Diesel Engine Co., Ltd.
at a cash consideration of RMB252.86 million. Weichai (Weifang)
Medium-duty Diesel Engine Co., Ltd. is a subsidiary of Weichai
Group Holdings Limited, which is the controlling shareholder of
the Company. As both parties were under control of Weichai
Group Holdings Limited before and after the combination and such
control was not a provisional one, hence this combination was the
business combination involving entities under common control.
The consideration of this transaction amounting to RMB252.86
million was paid on 18 October 2016, and right of control was
transferred to the Company. Hence from 1 November 2016
onwards, the Company included Weichai (Weifang) Medium-duty
Diesel Engine Co., Ltd. into the scope of consolidated statements,
and this has been accounted for as if it had been consolidated as
at the beginning of the period in accordance with the requirements
regarding the business combinations involving entities under
common control in the “Accounting Standard for Business
Enterprises No. 20 — Business Combination”.

2. BE-—EHTEERE

201659 A26H » AN &) B LL4E AR
EEBRRAADE HEAREARE
25,286 & T U B8 S O ) PR B 4ES)

AR AR 100%AXHE - HLE (4 )
FU LS G PR A B R AR R R AYIE A A%
R EREEBRARNTFAA
MR A BRI G T T LT
SEER A B H B & 51 I
M MARAEHER—EH THEES
Bf o KRR ZEEARK25,2868 T
R2016F 10818 B 1+ » W 55 il
EREARRNT - BUARRE20165F
1181 BReHE L (s ) R AL S ik A
RAGIMASHREEE - WRE(D
ESPEQF205 - DEAMTER
B — =6l T EEHHE KR AT
ERAEHEBEETTESE

From 1 January to

31 October 2016 2015
2016F1A18Z
104318 £ 20155

Revenue =EL N
Net profit EAE
Net cash flows RenmeFsw

1,189,713,986.51
39,349,153.82
(118,373,292.12)

1,077,657,759.60
35,266,773.68
64,025,884.47
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Vi. THE CHANGE IN SCOPE OF 7\~ BfHEENEE ()

CONSOLIDATION (CONTINUED)

2. Business combinations involving entities under 2. E-—EHTEEEHE)
common control (continued)
The carrying amount of Weichai (Weifang) Medium-duty Diesel S ClEST) PRLSCRAR AR ER

HERE—STHHEERGERAE

Engine Co., Ltd.’s assets and liabilities at the combination date and

the balance sheet date of the previous accounting period are as

follows:

31 October 2016

EXBENREEENT

31 December 2015

2016F10A31H 2015F12A31H
Cash and cash equivalents ERES 84,459,464.32 255,163,117.96
Notes receivable EREE 469,820,752.67 348,251,859.21
Accounts receivable FEU RN 261,250,826.39 43,321,322.29
Prepayments SINEE] 290,891.97 10,744,280.98
Other receivables Hib IR 204,201,302.93 165,238,453.08
[nventories =8 128,906,651.16 68,731,360.54
Fixed assets BEEE 65,595,572.84 71,254,987.51
Construction in progress EEIR 4,978,013.89 254,684.54
Intangible assets B EE 2,712,500.00 6,587,500.00
Deferred tax assets ERMEHEARE 14,212,843.98 14,212,843.98
Notes payable ENEE (242,338,238.00) (236,238,057.81)
Accounts payable FERIRR (596,984,278 35) (443,673,675.87)
Advances from customers AR (11,693,969.02) (3,507,885.77)
Payroll payable JEASH B T 5 BN (13,216,028.97) (17,716,766.78)
Taxes payable EXHE (3,962,159.22) (9,311,653.38)
Other payables Hit AR (123,392,071.16) (62,983,176.46)
Long-term payroll payable RN B THM (129,600.00) =
Total aar 244,712,475.43 210,329,194.02
Minority interests DEIR R _ _
244,712,475.43 210,329,194.02
Combination difference (through equity interest) EHERGIARER) 8,147,763.17
Combination consideration AHHE 252,860,238.60
3. Disposal of subsidiary 3. BEFAHE

Total percentage Total percentage

Place of of shareholdings of voting rights Reason for

registration Business nature held by the Group held by the Group de-consolidation

KEEAT A&EEAG TEER

i EBIHE R FENRRELD FRARA

Chongging Shaan Qi Jia Chuan Motor  Chongging Sales of automobiles 100% 100% Note &
Co., Ltd. R REHE

(EERAE/AEBRAR)
Note: On 19 May 2016, Chongqing Shaan Qi Jia Chuan Motor Co., Ltd. (& it AEBZFRBIEERTE/ITEER

REIR2016E5F 19 AR EET LETT
KEEEGT RS BTkt 3
#HB2016E5H19H - EEPE T3]
JRBEBHRA IR TS AR ELFEER
AR#37 959,549.547T °

BT TE AR E]), a subsidiary of the Group, was approved
to complete deregistration by Chongqing Bureau of Administration for
Industry and Commerce, Jiangjin Branch and the deregistration date was
19 May 2016. The net assets on book of Chongqing Shaan Qi Jia Chuan
Motor Co., Ltd. (EEB;555/1],5E AR 2 7)) as at the deregistration date
amounted to RMB37,959,549.54.
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
VII.INTEREST IN OTHER ENTITIES + - EHthEREPEIER
1. Interest in subsidiaries 1. EFREIRPER
Particulars of the principal subsidiaries of the Company are RABBEFARMBRAT

presented as follows:

Percentage of shareholding (%)

Place of key Place of Nature of Registered FIREL(%)
operation  registration business capital Direct Indirect
TEEEH Gallp EBME AR B ik

Subsidiaries acquired through establishment or investment
BARUIRES ARG TR

(1) Weichai Power (Weifang) Casting Shandong Shandong Manufacturing 460,150,000.00 100.00 -
Co., Ltd. industry
WS N (i BRERAA I W3R gz

() Weichai Power (Shanghai) Technology Shanghai Shanghai Manufacturing 490,000,000.00 100.00 -
Development Co., Ltd. industry
HEE N (BRI ks i) BER
BRBRAA

(3)  Weichai Power Yangzhou Diesel Engine Co., Jiangsu Jiangsu Manufacturing 400,000,000.00 - 85.00
Ltd. industry
HEGNEN RN L& Lé BE%
BREFAT

(4)  Weichai Power (Chongging) Western Chongging  Chongging Manufacturing 240,000,000.00 100.00 -
Development Co., Ltd. industry
w8 (2R EHER B Bf 2Ex
BRAT

(5)  Weichai Power (Beijing) International Beijing Beijing Project 300,000,000.00 100.00 -
Resources Investment Co., Ltd. Investment
A5 N () Bl IR IR BERE
ARRERRAH

(6)  Weichai Power (Luxembourg) Holding S.ar.l. Luxembourg  Luxembourg Project EUR100,000.00 - 100.00

Investment

HX8 N (ERE) ERE ERE BHERE B17100,000.00
BRERAT

(7)  Weichai Power (Hong Kong) HongKong ~ Hong Kong Services  USD336,242,497.00 100.00 -
International Development Co., Ltd.
e (B4 AR &E &# &% %71336,242,497.00
BRERAT

(8 Shandong Heavy Industry India India Manufacturing  INR823,889,270.00 = 97.68
India Private Limited industry
WRETHEARELRR HE HE R [E11823,889,270.00

Subsidiaries acquired through business combinations not invalving entities under common control

FR-EHTLEANANTLA

(9)  Shandong Huadong Casting Co., Ltd. Shandong Shandong Manufacturing 450,150,000.00 - 100.00
industry
WREHFEER AR WE W RiE%

(10)  Shaanxi Heavy-duty Motor Company Limited Shaanxi Shaanxi Manufacturing 3,706,330,000.00 51.00 -
industry
RESHAEERAR i i g%

(1) Shaanxi Hande Axle Co., Ltd. Shaanxi Shaanxi Manufacturing 320,000,000.00 3.06 94.00
industry
REERERERAR i i BiE%
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
VII.INTEREST IN OTHER ENTITIES €~ EEfhEREPIIELR (E)
(CONTINUED)
1. Interest in subsidiaries (Continued) 1. TEFRRIFHER(E)
Percentage of shareholding (%)
Place of key Place of Nature of Registered FeIREL (%)
operation  registration business capital Direct Indirect
TELE i EHnE ZMEAR B ik

Subsidiaries acquired through business combinations not involving entities under common control (Continued)

FER—EH T ERAHRENTAR(E)

(12)  Shaanxi Jinding Casting Co., Ltd. Shaanxi Shaanxi Manufacturing 435,360,000.00 - 100.00
industry
REE REERRAR i BRE bt
(13)  Shaanxi Fast Gear Co., Ltd. Shaanxi Shaanxi Manufacturing 256,790,000.00 51.00 -
industry
REZTHEREREEAT i i £
(14)  Zhuzhou Gear Co., Ltd. Hunan Hunan Manufacturing 531,314,951.00 87.91 -
industry
HNEREREEAR il i3 RiEx
(15)  Zhuzhou Torch Sparkplugs Co., Ltd. Hunan Hunan Manufacturing 282,480,000.00 100.00 -
industry
HRNENER il i BEE
BREFLF
(16)  Weichai (Chongging) Automotive Co., Ltd. ~ Chongging  Chongging Manufacturing 1,895,410,000.00 84.33 15.67
industry
HE(EE)E B BfF bt
BRAR
(17)  Siciété International des Moteurs Baudouin France France Manufacturing ~ EUR33,311,180.00 - 100.00
industry
FERHEEN e e X Br33,311,180.00
BRBRAT
(18)  KION GROUP AG (Note 1) Germany Germany Manufacturing  EUR108,626,000.00 - 43.26
industry
KION GROUP AG (1) (! {28l B BUT108,626,000.00
(19)  Weichai America Corp. the U.S. the US. Manufacturing 290,338,047.28 100.00 -
industry
REY NI FERAA xH %H e
Note 1: On 31 December 2016, the Company held 43.26% shareholding and 1 R20169F12A31H + AR FIEBHELS
voting rights in KION GROUP AG through Weichai Lux and was the single & 7R R #5 B KION GROUP AG43.26%
largest shareholder of KION GROUP AG. Meanwhile, due to the scattered HIRRHEFIZ R HE - Z2KION GROUP AG
shareholdings held by other shareholders, the Company had effective B E—RAREK - [ARFEREMBRR
control over KION GROUP AG. T ERIRED B - KL EIHEE £TKION

GROUP AGHIEBRIZHIHE -
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VII.INTEREST
(CONTINUED)

1. Interest in subsidiaries (Continued) 1.
Details of the changes in paid-in capital of principal subsidiaries in

IN OTHER ENTITIES

B ISR RMIEE(E)
2016 12A31H (A% T)

+ ~ EHE b EREPHVIES (F8)

EFREPHEDS (E)
TETRRAIBRER2016FFEEL

2016 are as follows: BEIBAT

31 December Increase Decrease 31 December

2015 during the year during the year 2016

2015124318 REREM oM 2016%12A31H

Weichai America Corp. B It ERR AR 262,811,997.28 27,526,050.00 - 290,338,047.28
Weichai Power (Shanghai) SN (8RR

Technology Development Co., Ltd. BREERAH 340,000,000.00  150,000,000.00 - 490,000,000.00

KION GROUP AG (EUR) KION GROUP AG(Bt) 98,740,000.00 9,886,000.00 = 108,626,000.00
Hande Axle (Zhuzhou) EEERHRN)

Gear Co., Ltd. BRATF 5,000,000.00 128,851,844.00 - 133,851,844.00

Weichai (Chongging) WK (EE)RE
Automotive Co., Ltd. BRAH 1,295,410,000.00  600,000,000.00 1,895,410,000.00

Changes in paid-in capital of principal subsidiaries in 2015 are

FEBFRRIEWER2015F A

detailed as follows: RFEBT ¢
31 December Increase Decrease 31 December
2014 during the year during the year 2015
20145128318 RN S 2015%12A31H
KION GROUP AG (EUR) KION GROUP AG(Bt) 98,736,000.00 74,000.00 70,000.00 98,740,000.00
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31 December 2016 (Expressed in Renminbi Yuan)

VII,INTEREST
(CONTINUED)

IN OTHER ENTITIES

B ISR RMEE(EE)
2016 12A31H (A% T)

+ ~ EHEtbEREPHVIED (18)

1. Interest in subsidiaries (Continued) 1. HEFRIPHER(E)
Subsidiaries with material interests of minority shareholders are as GFEEZELHRFEENTFARNAT
follows:

2016 20164

Percentage of Accumulated

shareholding  Attributable to Dividends minority

minority minority  paid to minority interests at

shareholders interests shareholders  the end of year

PHBRR BRIY BHBRR ERE DY

TRt il RRER XARA RRER

KION GROUP AG KION GROUP AG 56.74% 1,001,996,858.39 359,280,195.20  5,930,541,990.61
Shaanxi Heavy-duty REBERSEERAR

Motor Company Limited 49.00% 6,377,271.31 22,540,000.00 2,873,367,825.66

Shaanxi Fast Gear Co., Ltd. BREE TR ER
e/ 49.00% 161,212,071.29 188,193,672.35 3,750,277,318.99
2015 20154F

Percentage of Accumulated

shareholding Attributable to Dividends minority

Minority minority paid to minority interests at

shareholders interests shareholders the end of year

DEIRE BELH mPBRE FRER

FHARLL I REER AR DERR R

KION GROUP AG KION GROUP AG 61.75% 737,837,744.77 235,638,341.89  3,797,694,348.80
Shaanxi Heavy-duty RAER REERAR

Motor Company Limited 49.00% (9,745,225.58) 12,740,000.00 2,834,721,916.97

Shaanxi Fast Gear Co., Ltd. it
EEADT 49.00% 34,401,610.03 188,828,686.95  3,745,270,329.00
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

VII.INTEREST IN OTHER ENTITIES + - EEfhFEDPHIER (F8)
(CONTINUED)
1. Interest in subsidiaries (Continued) 1.

The following table illustrates the summarized financial information

EFREPHEDS (E)
TRIAT LA FRRAEEZHB(E
B BEEERARERNSEEZH
MHEEBATRNERER

of the above subsidiaries. The amounts disclosed are before any
inter-company eliminations:

Shaanxi Heavy-duty

KION GROUPAG  Motor Company Limited  Shaanxi Fast Gear Co., Ltd.

KION GROUP AG RAERSERRAT BELTHERERERLR
2016 20165
Current assets EEE 17,204,518,212.00 20,550,101,220.70 8,115,279,304.18
Non-current assets FrEEE 59,172,230,198.57 4,973,998,832.36 2,779,834,958.87
Total assets BEAH 76,376,748,410.57 25,524,100,053.06 10,895,114,263.05
Current liabilities AR 19,527,152,648.40 18,741,091,467.90 3,534,302,058.13
Non-current liabilties EE=L 46,430,929,114.15 1,288,973,227.58 61,360,000.00
Total liabilties BEARE 65,958,081,762.55 20,030,064,695.48 3,595,662,058.13
Revenue LN 41,062,981,343.03 24,360,435,178.19 7,588,983,747.03
Net profit il 1,649,283,955.59 64,436,587.54 297,547,533.54
Total comprehensive income mAlimEs 2,180,008,886.44 64,482,994.14 302,792,706.96
Net cash flows from operating activities BEFHELNRENEFE 3,033,704,229.60 2,197,329,132.62 767,815,044.95
2015 20156
Current assets MHAE 11,564,473,575.20 14,239,604,577.08 7,003,684,896.10
Non-current assets FRBEE 28,313,660,899.34 5,063,221,440.61 2,982,434,825.14
Total assets BEAH 39,878,134,474 54 19,302,826,017.69 9,986,119,721.24
Current liabilities REAE 12,285,338,800.00 13,223,632,907.51 2,612,556,360.52
Non-current liabilties ERHEE 22,174,904,890.91 648,550,138.30 31,650,000.00
Total liabilties BEAF 34,460,243,690.91 13,872,183,045.81 2,644,206,360.52
Revenue BEMA 35,488,079,494.00 16,558,256,100.68 5,979,939,555.74
Net profit el 1,177,935,367.06 41,929,704.51 69,213,967.22
Total comprehensive income FANsEE 1,274,991,937 47 41,913,330.92 67,587,452.41
Net cash flows from operating activities EEEHELNTERETE 4,708,811,482.00 843,770,233.06 997,878,780.64

The total assets of KION GROUP AG amounted to
RMB76,376,748,410.57 and its total liabilities amounted to
RMB65,958,081,762.55. The local laws and regulations have to be
complied, subjecting the company to significant restrictions.

KION GROUP AG B EE 2 B A R %
76,376,748,410.57 T * R EBEHETEA
R#65,958,081,762.557C * BEBEE
HAEVERER - X BIERIRS -
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VII.INTEREST IN OTHER ENTITIES
(CONTINUED)

278

2.

Transaction resulting in changes of proportional
shareholding but not change of control of principal
subsidiaries

On 18 July 2016, KION Group AG issued in aggregate 9,890,000
new KION shares through the accelerated market bookbuilding
offering process, at an issue price of EUR46.44 per KION share.
Pursuant to the agreement between the Company and KION
GROUP AG in relation to the subscription of its new shares,
Weichai Lux, subsidiary of the Company, subscribed for 5,934,000
new KION shares at a total consideration of approximately EUR276
million. Upon completion of the transaction, the number of shares
of KION GROUP AG held by the Company through Weichai Lux
amounted to 43,767,700 shares and the Group's shareholding in
KION has increased from 38.25% to 40.23%.

On 12 December 2016, the Company further acquired interests in
KION GROUP AG, its overseas subsidiary, in the secondary market,
with the total investment amounting to approximately EUR 180
million and the total number of shares acquired were 3,295,967
shares. After the completion of acquisition of additional interests,
the number of shares of KION GROUP AG held by the Company
amounted to 47,063,667 shares and the Company’s current
shareholding in KION GROUP AG, as a percentage to its total share
capital of 108,790,000 shares, has increased from 40.23% to
43.26%.

WEICHAI PowER Co., LTD. e HBRMNBERLAD

B ISR RMEE(EE)
2016 12A31H (A% T)

+ ~ EHEtbEREPHVIED (18)

HEET RN RANWRRES M EER
SR CERTEETENRS

B

[Ty

2016478 18H » KION GROUP AG##E
BN E EL 21775 2\ 1 %5 9,890,000/%
R - BIT(EI B46.44B T BY o X
ATEKION GROUP AGHE#RHE H 37 3¢
TRDEEEXZE - AAFZFA
AL E R R REEEH 5,934,000 %
B RESBEFTHNEUT2.76/8 - &
RHRRBRETRKE - NAFEE
L E R E 255 B KION GROUP AG
KRS 15 485t 543,767, 700R% » #5A% L
BlF38.25% EFAZE40.23% ©

2016512 A128 © AR 5
T IR BIKION GROUP AGER 5
Mg - WERSELNA18ERUL - 18
AT B 53,295,967 1% o AR IEH T
1% - AFIEAKION GROUP AGRX (D
4% 547,063,667/% * {HKION GROUP
AG B BT 42 8% 45 108,790,000 % &9 £t 51
FH#4740.23% EF1ZE43.26% °



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
VII.INTEREST IN OTHER ENTITIES €~ EEhEREPIIELR ()
(CONTINUED)
3. Interest in jointly-controlled enterprises and 3. ERELFNBELEPNES
associates
Particulars of the principal jointly-controlled enterprise and ARRBEALLEMBE XN
associates of the Company are presented as follows: ST

Percentage of shareholding (%)

Place of key Place of Nature of Registered FERRIB(%) Accounting
operation  registration Business capital Direct Indirect treatment
IREEH Blip EBNE AR B i S RE
Jointly-controlled enterprise
RERE
(1) Xi'an FC Intelligence Transmission Shaanxi Shaanxi Manufacturing 500,000,000.00 - 51.00 Equity Method
Co., Ltd. (Note 1) industry
BRERRHEDERAA (1) i i BE% EE
Associate
hEtE
(1) Shanzhong Finance Leasing Co., Ltd. Beijing Beijing Finance lease 920,000,000.00 19.57 19.57 Equity Method
IEREHERRAT R R HENE Bk
(2)  Shandong Heavy Industry Shandong Shandong Finance 1,000,000,000.00 20.00 - Equity Method
Group Finance Co., Ltd. company
WRETEEHBEARAR WE s g 9N Enk
Note 1: Xi‘an FC Intelligence Transmission Co., Ltd. is held as to 51% by the i1 AEERFEALEREERERAE]
Group, and as to 4% and 45% by Shaanxi Fast Gear Automotive S51%RHE - BN RE BB+
Transmission Co., Ltd. (“Transmission Co”) and Caterpillar (China) BB EEGRE L E]([(EE)EE])
Investment Co., Ltd (“Caterpillar”) respectively. Its board of directors FRHRE(FE)IRERBR AR ([ R
comprises seven directors, three of whom being nominated by the Group, ’#]) - IRIESFIBA%F145% - EFE
one being nominated by Transmission Co and three being nominated EHt+EEFHLN - A =Fh A EE
by Caterpillar. According to its articles of association, board resolutions ZFF —EHEBHEEZEL S5 =F
require unanimous approval or approval by substantially all directors, A REFREEZEE - IRIEARIEFEAE
and thus Xi‘an FC Intelligence Transmission Co. is a jointly-controlled BEORRTEEFOLENEEAZ
enterprise of the Group. BRIZHEA AL EFEEEEE

RAGIEBHRAEEE 1% -
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VII,INTEREST

280

IN OTHER ENTITIES

(CONTINUED)

3.

Interest in jointly-controlled enterprises and
associates (Continued)

The Group holds 51% equity interest of Xi‘an FC Intelligence
Transmission Co., Ltd. (“FC Intelligence Transmission”), which is
principally engaged in the production of automatic gear boxes. It
is a key jointly-controlled enterprise of the Group and is accounted
for using equity method in the Group’s accounts.

The following table illustrates the summarised financial information
Ltd. The amounts
disclosed are adjusted for differences in accounting policies and
reconciled to the carrying accounts in this financial statement:

of Xi‘an FC Intelligence Transmission Co.,

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

+ ~ EHEtbEREPHVIED (18)

3. HEERELFEMBELXTHER

(%)

AEERFEOLERE

JREEBBERA

B[R EE])51% 8% - SR ES
TELEEPEEN  RAEEEE
MEEDE  AEEHZALLRK

B EZE -

TRINRTAE
RIS E S

ﬁﬁﬁQEﬂEﬁZ

KEESHE

2016

20165

EREEREHERA
» E Lt ﬁ?’ﬂ* SHRET
Z R B R E R

2015
20154

Current assets MEBERE 259,055,738.02 231,885,512.75

including: cash and cash equivalents B HERREEEY 26,578,025.61 13,462,605.12
Non-current assets ErEEE 282,363,834.03 306,689,077.66
Total assets BEA 541,419,572.05 538,574,590.41
Current liabilties nEaE 288,143,590.15 228,683,168.45
Non-current liabilities FnRBak - -
Total liabilities BEAS 288,143,590.15 228,683,168.45
Minority interests DR - _

Shareholders’ equity attributable to the Parent

FENSLARNRRER

253,275,981.90

309,891,421.96

Shares of net assets based BERLAIZE

on percentage of shareholding FEAENE 129,170,750.77 158,044,625.20
Carrying value of investment REANREEE 129,176,924.53 158,050,798.96
Revenue BEWA 102,316,082.57 81,673,107.50
Income tax expenses FEHER - -
e g e (56,615,440.06) (67,848,340.98)
Total comprehensive income = At (56,615,440.06) (67,848,340.98)
Dividend received hellio)vell - -

WEICHAI PowER Co., LTD.

AR NBRMERLT



VII.INTEREST

31 December 2016 (Expressed in Renminbi Yuan)

(CONTINUED)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

IN OTHER ENTITIES

3. Interest in jointly-controlled enterprises and

associates (Continued)

The Group holds 20% equity interest of Shandong Heavy Industry
Group Finance Co., Ltd. (“Shandong Heavy Industry Finance Co.”),
which provides the Group with services of deposits, credit lending,
settlement and other financial services. It is a key associate of the
Group and is accounted for using equity method in the Group's
accounts.

The following table illustrates the summarised financial information

of Shandong Heavy Industry Finance Co.. The amounts disclosed

are adjusted for differences in accounting policies and reconciled

B ISR RMIEE(E)
2016 12A31H (A% T)

+ - EH b EREPHIER (48)
KEaEREMBEDRPHES
(%)

AEEEALRETEENKARA
AI([UREIHB AT ])20%AH#E -
WRETHBEARANEERET
o EE BZEREMSHES 2
AEBEEMNHELE  AEEHZ
Bt SRR AR RAZE -

TRIRT LR E TR E 8 8 7%
B8 ELUBEEABRTAESS

BRERZBPHERAPEHRRKE S

to the carrying accounts in this financial statement: o

2016 2015
20165 20154
Current assets MEEE 13,061,825,783.59 13,655,440,758.54
including: cash and cash equivalents B e RBREEEY 3,991,548,827.44 5,669,896,465.30
Non-current assets ErEEE 3,185,962,195.47 2,642,503,117.94
Total assets BEA 16,247,787,979.06 16,297,943,876.48
Current liabilities mEBAaRE 14,909,198,503.43 15,110,832,277.66
Non-current liabilities ErRBaRE - -
Total liabilities BER: 14,909,198,503.43 15,110,832,277.66
Minority interests DR RS - =
Shareholders’ equity attributable to the Parent  SFER R BRI ER 1,338,589,475.63 1,187,111,598.82

Shares of net assets based on percentage of BEREGIZER
shareholding FAENE 267,717,895.13 237,422,319.76
Carrying value of investment REANREEE 267,764,440.23 237,468,864.87
Revenue EEKA 307,265,720.75 293,488,272.93
Income tax expenses FEHER (50,542,027.29) (37,931,457.02)
Net profit SEA)E 151,477,876.81 113,592,023.88
Total comprehensive income Feles 151,477,876.81 113,592,023.88
Dividend received bhell:ofivell - 13,279,503.45
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(CONTINUED)
Interest in jointly-controlled enterprises and

3.

WEICHAI PowER Co., LTD.

associates (Continued)

IN OTHER ENTITIES

The Group holds 39.13% equity interests of Shanzhong Finance

Leasing Co., Ltd. (“Shanzhong Finance Leasing”), which provides

the Group and its distributors with finance leasing services. It is
a key associate of the Group and is accounted for using equity

method in the Group’s accounts.

The following table illustrates the summarised financial information

B ISR RMEE(EE)
2016 12A31H (A% T)

+ ~ EHEtbEREPHVIED (18)

S SRS L

(%)

AEERFALUEREHERRAQA

(TLERERE

)39.13% %4 LI E

BEEESAEE R AEEHNEHE

REREHEXBRY

rAEEE

W ELE  AREHRBEDLE

RAESAZEHE -

TERINRTUEREHEBR AR

of Shanzhong Finance Leasing Co., Ltd.. The amounts disclosed are MBERS  BEEMBRESRABTHA

adjusted for differences in accounting policies and reconciled to B BRERZBABE AR BRE K

the carrying accounts in this financial statement: HEHR -

2016 2015
20165 20154
Current assets MBEE 3,694,191,024.27 3,106,216,477.84
including: cash and cash equivalents He  BEMREEED 378,284,773.24 457,316,530.71
Non-current assets EREEE 1,027,039,058.28 1,239,438,238.23
Total assets BEAG 4,721,230,082.55 4,345,654,716.07
Current liabilities mBAME 2,659,160,427.05 2,689,819,257.60
Non-current liabilities FERBERE 1,019,928,727.35 656,064,319.26
Total liabilities aEa: 3,679,089,154.40 3,345,883,576.86
Minority interests b %Iﬂx?%ﬂ_ﬁ - =
Shareholders' equity attributable to the Parent FBRE DM R 1,042,140,928.15 999,771,139.21
Shares of net assets based RERLGIZE
on percentage of shareholding FEEMNE 407,789,745.19 391,210,446.77

Carrying value of investment HENEEER 407,713,378.98 391,030,428.38
Revenue EEWA 245,795,275.35 322,998,348.05
Income tax expenses FREIHER (14,221,900.19) (14,550,135.52)
Net profit ez NE 42,282,252.86 41,236,283.12
Total comprehensive income REWneRE 42,282,252.86 41,236,283.12
Dividend received Yo B A - 16,119,400.00

AR NBRMERLT



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

VII.INTEREST IN OTHER ENTITIES + - EEfhFEDPHIER (F8)

(CONTINUED)

3. Interest in jointly-controlled enterprises and 3. ERELFNBELEPNES
associates (Continued) (#8)
The following illustrates the combined financial information of the TRIRTHAREREIZNEE /5

EEENAFUBES

2016 2015
20164 20154

associates which, individually, are not significant to the Group:

Associate B b
Total carrying value of investments REREEESST 740,316,048.12 660,600,073.97
The total amount of the following calculation  N%1|5& 83243 A% tb 51

based on the percentage of shareholding: TEMAETE:

Net profit A 69,146,305.78 27,998,182.16

HAv4R e Was
iR e Was R

Other comprehensive income
Total comprehensive income

17,013,548.94
86,159,854.72

(6,561,087.89)
21,437,094.27

As the Group takes no responsibility for additional losses incurred
by Shaanxi Eurostar Auto Co., Ltd., in recognizing the net losses
incurred by Shaanxi Eurostar Auto Co., Ltd., the writing-off of
carrying values of long-term equity investments and other long-
term interests constituting effectively net investments in Shaanxi
Eurostar Auto Co., Ltd. is limited to zero. The Group's unrecognised
investment losses, for this year and on an accumulative basis,
amounted to RMB14,818,765.59 (2015: RMB10,174,037.00) and
RMB36,660,859.63 (2015: RMB21,842,094.04) respectively.

As the Group takes no responsibility for additional losses
incurred by Baoding Shangi Tianma Automobile Co., Ltd., in
recognizing the net losses incurred by Baoding Shangi Tianma
Automobile Co., Ltd., the writing-off of the carrying values of
long-term equity investments and other long-term interests
constituting effectively net investments in Baoding Shangi Tianma
Automobile Co., Ltd. is limited to zero. The Group’s unrecognised
investment losses, for this year and on an accumulative basis,
amounted to RMB1,849,033.12 (2015: RMB1,416,012.55) and
RMB6,740,879.56 (2015: RMB4,891,846.44) respectively.

MR ASEBHRARETFIERNDE
RARTEEREEIMNERET -
I fE R R P B AT A AR A B IR A
RIBARFEERE  URRERE
REREEEN R EMEE FEK
FARET R A ER D BRARFIREN
RHESRLET AR - REEARE
KRB RERNREBRSEIRA
A B #14,818,765.59 7 (2015 4F :
AR #10,174,037.00 7T ) 1 A R #&
36,660,859.63 7T (2015 4F : AR ¥
21,842,094.047T) °

ARAEEERERARETTEAR
NETNBERERIMNERET - AL
FHERRERAREAEERAA]
BERTFEER  URHERERE
MEEEEENAREMEE FERE
RERARFAEERAAIFERE
MEPESBRLETAR A5 H
RERZBFRAERANKEBL T
2 3l A AR ¥ 1,849,033.12 7t (2015
£ AR#1,416,012.557T) MAR
#:6,740,879.56 7T (20154 : AR
4,891,846.447T) °
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VIII.R1SKS ASSOCIATED WITH FINANCIAL

284

INSTRUMENTS

1. Financial instruments by category
The carrying amounts of each category of financial instruments as
at the balance sheet date are presented as follows:

2016
Financial assets

Financial assets

B ISR RMEE(EE)
2016 12A31H (A% T)

I\, RER T RigksE R

1. £RTIEDE
BEABRANSESRIANER
BEET :

20164
SREE

at fair value
through profit Loansand  Available-for-sale
or loss receivables financial assets
NAREEE
BHEHHA
EHBEN ERA e
SREE EKRE SHEE
Cash and cash equivalents ERES - 27,122,981,855.33 - 27,122,981,855.33
Financial assets at fair value through AR BESEEH
profit or loss B A AR
HEREE 129,296,023.50 - - 129,296,023.50
Notes receivable e - 16,742,874,274.52 - 16,742,874,274.52
Accounts receivable [EUBR - 11,336,192,971.74 - 11,336,192,971.74
Dividends receivable FEUREFI - 9,711,108.40 - 9,711,108.40
Interests receivable JEUFI & - 26,284,015.32 - 26,284,015.32
Other current assets HEMREEE - - 760,000,000.00 760,000,000.00
Other receivables A th R - 815,275,065.78 - 815,275,065.78
Non-current assets due —F RIS
within a year BE - 1,463,427,824.40 - 1,463,427,824.40
Long-term receivables RHEEYH - 4,029,736,734.00 - 4,029,736,734.00
Other non-current assets B3RS EE - 45,335,080.58 - 45,335,080.58
Available-for-sale financial assets At HECREE - - 498,384,350.11 498,384,350.11
Total & 129,296,023.50  61,591,818,930.07  1,258,384,350.11  62,979,499,303.68

WEICHAI PowER Co.,

LTD.

AR NBRMERLT



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

VIII.R1SKS ASSOCIATED WITH FINANCIAL J\. BE T HiBRINRKR ()
INSTRUMENTS (CONTINUED)
1.  Financial instruments by category (Continued) 15

The carrying amounts of each category of financial instruments as

ST RS E(E)
EERBRANSESRTANER

at the balance sheet date are presented as follows: (Continued) BEMT (&) :
2016 (Continued) 20164 (#&)
Financial liabilities EEAE

Financial liabilities
at fair value
through profit

or loss

UR S fBERE
BEZEA
EHESN
TRAE

Other financial
liabilities

Short-term loans s - 4,771,648,754.00 4,771,648,754.00
Financial liabilities at fair value NAnEEFER
through profit or loss HEH !
BafemaE 168,670,171.20 - 168,670,171.20
Long-term borrowings REER - 30,216,115,691.85 30,216,115,691.85
Accounts payable FERTBRR - 21,897,787,394.18 21,897,787,394.18
Notes payable EHEE - 8,758,864,180.54 8,758,864,180.54
Other payables HinfERH - 4,998,956,643.16 4,998,956,643.16
Bonds payable FEf &S - 2,756,201,597.01 2,756,201,597.01
Non-current liabilities —ERNEBEERE
due within one year afE - 4,624,888,126.80 4,624,888,126.80
Interests payable FERFE - 102,059,094.81 102,059,094.81
Long-term payable REEMAZ - 7,781,235,810.40 7,781,235,810.40
Other current liabilities HirnBa & - 167,113,822.80 167,113,822.80
Other non-current liabilities HiIEREaE - 55,093,272.00 55,093,272.00
Dividends payable JERTRRA - 3,822,409.44 3,822,409.44
168,670,171.20 86,133,786,796.99 86,302,456,968.19
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) TS ERRMEE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
VIIT.R1SKS ASSOCIATED WITH FINANCIAL J\. BERd T Ei8kAcVRIMR (48)
INSTRUMENTS (CONTINUED)
1. Financial instruments by category (Continued) 1. EMIAEDE( E)
The carrying amounts of each category of financial instruments as EERRRANZESRITAMNKE
at the balance sheet date are presented as follows: (Continued) BEET(E) :
2015 20154
Financial assets TRIEE
Financial assets
at fair value
through profit Loansand  Available-for-sale
or loss receivables financial assets Total
AR BESE
BEEHEA
HHERA B e
SREE FEYRIE EREE At
Cash and cash equivalents E¥ES - 24,856,509,077.48 - 24,856,509,077.48
Financial assets at fair value through NRREEFNER
profit or loss HEEHHAZH
BRNSREE 37,867,082.40 - - 37,867,082.40
Notes receivable AES - 9,276,190,961.12 - 9,276,190,961.12
Accounts receivable JEUBE TR - 9,001,693,158.45 - 9,001,693,158.45
Dividends receivable e AR R - 6,480,000.00 - 6,480,000.00
Interests receivable FEUFI S, - 53,906,611.07 - 53,906,611.07
Other current assets Hi B EE = = 83,000,000.00 83,000,000.00
Other receivables E YR - 791,678,170.16 - 791,678,170.16
Non-current assets due —FRLEH
within a year FRBEE - 1,289,424,886.40 - 1,289,424,886.40
Long-term receivables REEIK - 3,348,884,733.60 — 3,348,884,733.60
Other non-current assets HEIEREEE - 18,873,232.00 - 18,873,232.00
Available-for-sale financial assets AHRHESHEE - - 650,293,280.51  650,293,280.51
Total = 37,867,082.40 48,643,640,830.28 733,293,280.51 49,414,801,193.19
286 WEICHAI POWwER Co., LTD. MfLENNBRMNERLAD




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

VIII, RISKS ASSOCIATED WITH FINANCIAL

INSTRUMENTS (CONTINUED)

1.

Bt 5 ¥R R it 5E (78)

20164 12H31H(ARKT)
J\. BE sl T BiBRE8V=E(58)

Financial instruments by category (Continued) TRTHEDE
The carrying amounts of each category of financial instruments as EEREBERA 9"] =) x‘/\/ﬂ?%ﬂlﬁﬂ"]ﬁﬁﬁ
at the balance sheet date are presented as follows: (Continued) BEMT (&) :
2015 (Continued) 20154 (4&)
Financial liabilities EEAE
Financial liabilities
at fair value
through profit Other financial
or loss liabilities Total
AR BERSE
BEZHHA
& HER
ERAR Hittemas CE
Short-term loans SEHIEEA - 2,961,108,213.46 2,961,108,213.46
Long-term borrowings REER - 7,283,743,346.45 7,283,743,346.45
Accounts payable FERIRR - 14,702,630,179.02 14,702,630,179.02
Notes payable [ERZE - 5,520,153,136.02 5,520,153,136.02
Other payables Hit AR - 3,849,888,402.26 3,849,888,402.26
Bonds payable ERESR - 5,985,529,194.60 5,985,529,194.60
Non-current liabilities —EREHMIERE
due within one year af = 5,246,338,509.59 5,246,338,509.59
Interests payable FERTR 2 - 208,738,518.56 208,738,518.56
Financial liabilities at fair value NRAAREEER
through profit or loss HEHAZH
BameRas 92,014,803.10 - 92,014,803.10
Long-term payable REER - 6,604,099,856.80 6,604,099,856.80
Other current liabilities Hirgas - 112,061,588.80 112,061,588.80
Other non-current liabilities HitJERBa R - 28,685,893.60 28,685,893.60
Dividends payable JE SRR F - 5,129,313.52 5,129,313.52
Total &ar 92,014,803.10 52,508,106,152.68 52,600,120,955.78
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VIII, R1IsKkS ASSOCIATED WITH FINANCIAL
INSTRUMENTS (CONTINUED)

288

2.

WEICHAI POWER Co., LTD.

Transfers of Financial Assets

Transferred financial assets that had not been
derecognised in their entirety

As at 31 December 2016, the Group had endorsed to its suppliers
commercial acceptance bills for settling account payables with
a carrying amount of RMB4,470,316.00 (31 December 2015:
RMB6,893,000.00). The Group considered that it retained
substantially all of the risks and rewards including the related
default risk. Accordingly, its and all related settled account
payables continued to be fully recognized. After endorsement, the
Group no longer retained its right of use, including the right to sell,
transfer or pledge to other third parties. As at 31 December 2016,
the Group’s settled account payables had a total carrying amount
of RMB4,470,316.00 (31 December 2015: RMB6,893,000.00).

Transferred financial assets that had been
derecognised in their entirety but continuously
involved

As at 31 December 2016, the Group had endorsed to its suppliers
bank acceptance bills, which remained outstanding, for settling
account payables with a carrying amount of RMB3,868,438,322.72
(31 December 2015: RMB2,907,870,084.96). The carrying
amount of outstanding commercial acceptance bills which has
been endorsed to suppliers for settling account payables was
RMB4,345,132.00 (31 December 2015: Nil). As at 31 December
2016, they were due in 1 to 12 months. If acceptance banks
dishonor the bills, endorsees shall have the right to turn to the
Group for recourse (“Continuing Involvement”) according to the
Law of Negotiable Instruments. The Group considered substantially
all risk and reward of the bills have been transferred. Therefore,
the Group derecognized the book value of the related accounts
payable that have been settled by the bills. The undiscounted cash
flow and maximum loss of continuing involvement and repurchase
were equal to the book value of the bills. The Group considers the
fair value of continuing involvement is not significant.

AR NBRMERLT

B ISR RMEE(EE)
2016 12A31H (A% T)

I\~ BRER T RigksVE R (48)

TREEER

B (AR B R 2 At
BE

MR2016F 12 A31H - A&EEE &
EREEIANREERMNRKNE
¥ALEZENEREEARAARK
4,470,316.007C (2015412 A 318
AR #6,893,000.007T) ° AEER
B AEBRETHLTHENRR
MWH - BEEEARNELQRR
Ett - #E>ERERE R EZ HE W
BEHEEEMER - 5E% - AEET
BREGEHAENEN  BEEHED
B EBERIERGEME=HE
A o FR2016F12A31H » REE LA
HEEMEMIRZEREBRLTAA
K #4,470,316.007C (20154 12 A 31
B : AK#¥6,893,000.007T) °

B BRI FER BB S A RIE
BETHEE

R20165F12831H « NEBEKEH
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HIRTTERLEZENEREEEAARE
3,868,438,322.72 7L (20154 12 A 31
B : AR#%2907,870,084.96 7T )
REBHEBSELHETRANEERE
NIRRT EEALEZNEREEES
AR #4,345,132.007t (2015412 A
318 : ) - ®20165F12A318 » &
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

VIII, RISKS ASSOCIATED WITH FINANCIAL
INSTRUMENTS (CONTINUED)

2.

Transfers of Financial Assets (Continued)
Transferred financial assets that had been
derecognised in their entirety but continuously
involved (Continued)

As at 31 December 2016, the book value of the Group’s
outstanding, discounted bank acceptance bills amounted to
RMB5,170,000.00 (31 December 2015: RMB44,487,805.36). As at
31 December 2016, they were due within 1 to 6 months.

In 2016, the Group did not recognize any significant profit or loss
at the date of transfer. The Group had no current or accumulated
gain or expense arising from the continuing involvement in
financial assets which had been derecognized. The endorsement
and discount were incurred evenly throughout the year.

Financial instruments risks

The Group’s major financial instruments, except for derivatives,
include loans, bonds payable, available-for-sale financial assets
and cash and cash equivalents. The purpose of these financial
instruments is to support daily operation of the Group. The
Group also has various financial assets and liabilities caused from
operation, such as accounts receivable and notes receivable,
accounts payable and notes payable.

The Group also enters into derivative transactions, which primarily
includes interest rate swaps, forward currency contracts and cross
currency interest rate swaps. The purpose is to manage interest
rate risks and exchange rate risks from the Group’s operations
and its sources of finance. It is, and has been throughout the year
under review, the Group's policy that no trading in derivative
instruments shall be undertaken.

The major risks from the Group’s financial instruments are credit
risk, liquidity risk and market risk. The Group’s risk management
policy are summarised as follows.

B ISR RMIEE(E)
2016 12A31H (A% T)

I\~ BRER T RiBRgVE R (48)

TRMEEER (&)
BB IR IBAEE AR
BETHEE(E)

MR20165F 12 831H » NEBE K EH
WERRRRITALIEZNREEERS
A R #5,170,000.00 7t (2015412 A
318 @ AR#44,487,805367T) °
20165128318 * HE|HE 5126/
)E] °

2016F 8 - AEBNEEE AR
MBHBRI TEKX - REEERERE
B NCRIERSREESFEM
REERNRERER - BEMRER
EARFEREABIIEEL -

TR T AR

AEENTESWMTIA BRITETA
5 BIEMER - BHES - AIEHLE
EREE HEREST FLERT
EMTEAMAERSANEENESR
B - AEEAEELERAREMERE
EMEMSREEMAE - MEKE
AEEBERE - BRIRRRENRE

s
=T

AEBTFHARITER S T2BEF
Ok RESMNEARRIA R X EH
MEi=H - BNERNEEAKRENE
& N B A R A ) 2R B A E 2R R
R - NEBMFEAR > AEBRRT T
ETITET AR ZEBGR

AEENERTAEHNTIZREGRE
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INSTRUMENTS (CONTINUED)

3.

WEICHAI PowER Co., LTD.

Financial instruments risks (Continued)

Credit risk

The Group trades only with recognized and creditworthy third
parties. It is the Group's policy that all customers who wish to
trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing basis
to ensure that the Group's exposure to bad debts is not significant.
For transactions that are not denominated in the functional
currency of the relevant operating unit, the Group does not offer
credit terms without the specific approval of the Department of
Credit Control in the Group.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, available-for-sale financial
assets, financial assets at fair value through profit or loss and
other receivables, arises from default of the counterparty, with
a maximum exposure equal to the carrying amounts of these
instruments. The Group is also exposed to credit risk through
the granting of financial guarantees, further details of which are
disclosed in Note XII.

The Group trades with its customers primarily on credit terms,
and generally requires payment in advance or cash on delivery for
new customers. Credit period is generally from one to six months,
Customers with good trading record could be granted a longer
credit period. Since the Group trades only with recognized and
creditworthy third parties, there is no requirement for collateral.
Credit risk management is centralized according to customer/
counterparty, geographical region and industry sector. The Group's
maximum possible credit risk equals to the carrying amounts of
accounts receivable in the consolidated balance sheet. As at 31
December 2016, the Group has no significant concentrations
of credit risk as 8.11% (31 December 2015: 5.74%) of the
Group's accounts receivable were receivables due from the top 5
customers.

R NIRMBERATE

EET ARRR(E)

1=/ R
AEEERZLRUTH - FEREFNE
ZETRS c MBRAEENREK
FHMEEXRAERTAETRS
MEFPETEREZ - R4 AKHE
HERWOR R EREBETIS BRI - JARE
RARETHEBEXZREAR -
RARRABABEE B CIRA AL
BEORS - BRIFAKEEREHE
FIRFRIHLAE - BRIREE T RH(ER
R -

AEEREMMEREERRERES
AHHENEREE WA EER
ERHEHFAEHBENEREE
REMEBYRE  ELeBEENE
RERRERZEHTELD SRR
MOERNELTEANKREEE - A&
B&E R 1R 4 B 75 12 4R 1 @ R 15 R R
o SR AP E -

AEEHRRTFENE D BRFIAERAR
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
VIII.R1sks ASSOCIATED WITH FINANCIAL )\~ et T RIBRASY R R (48)
INSTRUMENTS (CONTINUED)
3.  Financial instruments risks (Continued) 3. SRITERRGE)
Credit risk (Continued) 1=/ R (&)
Further quantitative data in respect of the Group’s exposure to 7N R 18 R e M B A R L R LR EE A
credit risk arising from accounts receivable and other receivables W= AR DS EE - 2856
are disclosed in Notes V.4 and 8. FEF - 4F18H ©
Liquidity risk JEE LR
The Group maintains balance between continuity and flexibility of A5 BB A IRIT B R R B 4 #
capital through bank loans and debts to manage its liquidity risk. BREEMHETT M 2 BMHTE - LA

EEERE R -

The Group's objective is to maintain a balance between continuity AEENBRZERRTER - EF
and flexibility of funding through the use of bank borrowings, MEMEEREZEME FEUK
bonds and other interest-bearing borrowings. As at 31 December FRENRFEEEE RN TE -
2016, 51.47% (31 December 2015: 59.86%) of the Group's R2016F12A318 » AEE51.47%
borrowings would mature in less than one year. (20154F12 8318 : 59.86% ) K&

EPRIFAZILE -
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INSTRUMENTS
3.

WEICHAI PowER Co.,

(CONTINUED)

Financial instruments risks (Continued)
Liquidity risk (Continued)
The table below summarizes the maturity profile of financial

liabilities based on the undiscounted contractual cash flows:

Bt 5 ¥R R it 5E (78)

2016 12H31H(ARKT)
J\ - BE Rt T BiBRE8V =2 (58)

3. ERTARERGE)
BN ()
TRBET SRMBERRFTRENAR
R M EFIEOEIHIHR AT -

2016 2016%F
Lessthan  Over 3 months Over 1 year
3 months to 1year to 5 years Over 5 years
SW3ER  EAMLEIE 1ENLZ5E SELNE
Short-term loans REER(EE)

(including interest) 60,357,039.97  4,741,887,784.89 - - 4,802,244,824.86
Long-term borrowings RHER(RE)

(including interest) 266,593,716.24  799,781,148.72 30,463,516,945.77  2,351,807,316.73 33,881,699,127.46
Accounts payable FERTIER 18,659,757,851.67  2,531,652,299.20  706,377,243.31 - 21,897,787,394.18
Notes payable ANESH 3,158,842,283.07  5,580,169,321.87 19,852,575.60 - 8,758,864,180.54
Other payables H AR 3,666,634,811.33  754,853,700.90  577,468,130.91 - 4,998,956,643.14
Bonds payable (including interest)  [ERfER (25 58,343,103.92 90,834,534.25  3,258,954,580.00 - 3,408,132,218.17
Non-current liabilities due within -~ — A B|H403ERE

one year (including interest) BE(EE) - 458945713173 346,023,344.62 - 4,935480,476.35
Long-term payables REEMT 769,316,531.70  2,307,949,595.10  7,467,781,397.20  313,454,413.20 10,858,501,937.20
Other current liabilities AtinBa R - 167,113,822.80 - - 167,113,822.80
Other non-current liabilities AtIEneaE - 5509327200 - - 5509327200
Dividends payable R 1,470,000.00 2,352,409.44 - - 3,822,409.44

26,641,315,337.90 21,621,145,020.90 42,839,974,217.41  2,665,261,729.93 93,767,696,306.14
Financial liabilities at fair value WAL BEAER
through profit or loss RN
BaNeRnas

Cash inflow BEmA - 3,307,788,360.00  1,539,542,760.00 - 4,847331,120.00

Cash outflow Beimi - (3,453,193,680.00) (1,627,955,040.00) - (5,081,148,720.00)

Apart from the cash flow incurred by the aforementioned financial

liabilities, the Group has to pay the financial guarantee contract

upon request by the relevant counterparty. Please refer to Note
XlI.4 for the actual exposure amount.

LTD.

AR NBRMERLT

RrLieRAESRNRSRI 0 &
SEERMBRERARAHRIEEHET
REEBREXN - RBHROSR2E
MiE+= M-



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

VIII, RISKS ASSOCIATED WITH FINANCIAL

INSTRUMENTS

(CONTINUED)

3. Financial instruments risks (Continued)
Liquidity risk (Continued)

B ISR RMIEE(E)
2016 12A31H (A% T)

I\~ BRER T RiBRgVE R (48)

3. RTARREGE)
LR (&)

2015 20154
Less than Over 3 months Over 1 year
3 months to 1 year to 5 years Over 5 years Total
SRR 3EANLEIE 1FIAER5F SEMN E ait
Short-term loans CHIER(58)

(including interest) 173790917.21  2,867,047,361.34 - - 3,040,838.278.55
Long-term borrowings RBEH(ZE)

(including interest) 4276047164 127,087592.67  6,749,248,336.56  1,145355539.12  8,064,451,939.99
Accounts payable R 9,445887,536.01  5,256,742,643.01 - - 14,702,630,179.02
Notes payable ENZE 999,409,52448  4,520,743,611.54 - - 5520,153,136.02
Other payables E bR 3,150,054,44558  346,725,660.08  353,108,296.60 - 3,849,888,402.26
Bonds payable (including interest)  fEE5(48) 13484324787 296,198,752.13  6,951,946,103.33 - 7,382,988,103.33
Non-current liabilities due within -~ —E R Z|HRIERE)

one year (including interest) BE(58) 117,630,144.57  5,503,628,162.60 = - 5621,258307.17
Long-term payables SHERE = - 670567352000  305803,120.00 7,011,476,640.00
Other current liabilities Htiaas - 112,061,588.80 - - 112,061,588.80
Other non-current liabilities HitFngaR - 28,685,893.60 - - 28,685,893.60
Dividends payable FEfIRF 2,940,000.00 2,189,313.52 = - 5,129,313.52

14,067,316,287.36 19,061,110,579.29 20,759,976,256.49  1,451,158,659.12 55,339,561,782.26
Financial liabilities at fair value AL BESER
through profit or loss HEHEH A B
BEMERAR

Cash inflow BEHRA 5340237613 2,506,213,016.13  3,445,684,724.21 - 6,005300,116.47

Cash outflow Bemd (37,243,70857) (2,539,720,74857) (3,297,639,529.79) - (5,874,603,986.93)

As at 31 December 2016, other secured obligations in respect of
the Group’s commitments to external parties are detailed in Note

XIl.

Market risk
Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates primarily relates to the Group’s financial instruments with a

floating interest rate.

The table below is a sensitivity analysis of interest rate risk for
subsidiaries in China and Hong Kong. It reflects the effects on the
net profit (through the impact on floating interest rate of financial
assets and liabilities) and net other comprehensive income after tax,
when there are reasonable and potential changes in interest rates,

under the presumption that other variables remain unchanged.

MR2016F 12 A31H » KNEBHIMEIE
HtREFZEANTEFRMET= -

T

FI

AN E5 (B [E bR B T 45 7
ZHAEELNFEF

EAR -

SBHERE

K EMEERT

TRAETBEXRENEEFRRFNER
REBBESN - RIRTERMEE
TEMBRET  MEFESHE - A8
HE BN - LR R CRIBLITENF
REMEEMBENTE) NAMES
BB FREENTE
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

VIII.R1SKS ASSOCIATED WITH FINANCIAL
INSTRUMENTS (CONTINUED)
3. Financial instruments risks (Continued)
Market risk (Continued)
Interest rate risk (Continued)

B ISR RMEE(EE)
2016 12A31H (A% T)

I\~ BRER T RigksVE R (48)

3. %HT\IEH (na)
5 ()
Fl %= E B ()

Net other
Net profit comprehensive
Benchmark or loss income after Equity
increase/ increase/ tax increase/ increase/
(decrease) (decrease) (decrease) (decrease)
Hipire Wz R RS
B RS OpiTRENE &%
moCGES)  #inGRd) i SGRS)  #in S GR)
2016 20165
RMB AR 5% (11,787,096.24) - (11,787,096.24)
RMB AR (5%) 11,787,096.24 - 11,787,096.24
2015 20154
RMB AR 5% (8,992,138.27) - (8,992,138.27)
RMB AR (5%) 8,992,138.27 - 8,992,138.27
The table below is a sensitivity analysis of interest rate risk for KION T3 AKION GROUP AGHI &% & &
GROUP AG. It reflects the effects on the net profit or loss (through RREDHT - R TEEMESTER
the impact on floating-rate financial assets and liabilities) and net RE&ETT - FIRBEALERIE - AlgEME
other comprehensive income after tax, when there are reasonable W - ENFIBRCRREZBREER
and potential changes in interest rates, under the presumption that BEMABGHTE)ME ARSI

other variables remain unchanged.

2016 20164
RMB AR
RMB AR

2015 20154
RMB AR
RMB AR

294 WeicHAI Power Co., LTD. MfLshhiaERAD

BIRFRELNTE -

Net other

Net profit comprehensive
Benchmark or loss income after Equity
increase/ increase/ tax increase/ increase/

(decrease) (decrease) (decrease) (decrease)

Hipir e W IR R

B R B ZTEE &&t
#in/CRL) BWRY) BGES)  #i GRS

50 bps  (7,810,969.20) - (7.810,969.20)
(50 bps)  (6,400,756.80) - (6,400,756.80)
100 bps  (6,690,773.60) - (6,690,773.60)

(100 bps)  6,690,773.60 = 6,690,773.60



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B TS IR R BTk (48)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12HA31H(ARKT)
VIII.R1sks ASSOCIATED WITH FINANCIAL )\~ et T RIBRASY R R (48)
INSTRUMENTS (CONTINUED)
3.  Financial instruments risks (Continued) 3. SRITERRGE)
Market risk (Continued) 5 R Bz (4E)
Exchange rate risk PE 3 [ e
The Group has transactional currency exposures. Such exposures AEEHBRRZEHERRR - 17
arise from sales or purchases in currencies other than the [ B R P A ' BS 7 LA 50 R ARz HE LA
operational unit’s functional currency. SN E M HET TR SHE SERIB P ER
The table below is a sensitivity analysis of exchange rate risk for TRATBEREMEETFAREXRE
subsidiaries in China and Hong Kong. It reflects the effects on the ﬁa']@(’g’zﬁ T RERTEHRMBEE
net profit or loss (due to changes in the fair value of monetary assets BRRRT - L TAFISMNERE R 2
and monetary liabilities) and net other comprehensive income after EE/‘\@ - AlBERI B BT - TR
tax (due to changes in the far value of forward foreign exchange (AREEMEENEBHEaGENAR
contracts), when there are reasonable and potential changes in BEEL) MEMEE RGN R F5HE
exchange rate, under the presumption that other variables remain (HREIHNEERO DL BEZL)
unchanged. EENTE -
Net other
Net profit comprehensive
Exchange rate or loss income after Equity
increase/ increase/ tax increase/ increase/
(decrease) (decrease) (decrease) (decrease)
Hipire W R
FEE BB FE &%
wm/ R B CRS)  #iCED)
2016 20165
If RMB weakens against USD ARBEHETRE 5%  39,934,203.77 - 39,934,203.77
If RMB strengthens against USD AR ¥ ETIHE 5% (39,934,203.77) - (39,934,203.77)
If RMB weakens against EUR AREHETTRE 5% 571,953.10 - 571,953.10
If RMB strengthens against EUR AR BT IHE 5% (571,953.10) - (571,953.10)
2015 20154
If RMB weakens against USD AREESETLRE 5% (73,493,104.61) - (73,493,104.61)
If RMB strengthens against USD AR HETFHE 5%  73,493,104.61 - 73,493,104.61
If RMB weakens against EUR AREHBTRE 5% 127,913.77 - 127,913.77
If RMB strengthens against EUR A REHETHE 5% (127,913.77) = (127,913.77)
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VIII, R1IsKkS ASSOCIATED WITH FINANCIAL
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INSTRUMENTS
3.

(CONTINUED)

Financial instruments risks (Continued)

Market risk (Continued)

Exchange rate risk (Continued)

The table below is a sensitivity analysis of exchange rate risk for
KION GROUP AG. It reflects the effects on the net profit or loss
(due to changes in the fair value of monetary assets and monetary
liabilities) and net other comprehensive income after tax (due to
changes in the far value of forward foreign exchange contracts),

when there are reasonable and potential changes in exchange rate,
under the presumption that other variables remain unchanged.

2016
If EUR weakens against RMB
If EUR strengthens against RMB

If EUR weakens against GBP
If EUR strengthens against GBP

If EUR weakens against USD
If EUR strengthens against USD

2015
If EUR weakens against RMB
If EUR strengthens against RMB

If EUR weakens against GBP
If EUR strengthens against GBP

If EUR weakens against USD
If EUR strengthens against USD

WEICHAI PowER Co., LTD.

20164

BT ARBERE
BTHARETHE

BUTHRERE
BUTHRETHE

BUTE LR E
BUTHETIHE

20154

BT ARSEE
BT ARSTHE

BUTHRER(E
BUTHRETHE

BUTHETTRE
BTHETTIHE

AR NBRMERLT

Exchange rate
increase/
(decrease)

E=
i/ (h)

5%
5%

5%
5%

5%
5%

5%

5%

5%
5%

5%
5%

B ISR RMEE(EE)
2016 12A31H (A% T)

J\~

3. TRTEE(E)
715
V& = Ja 2

% (4&)
(%)

MR T BiBRASVER (48)

T % AKION GROUPAGE%HE‘*E’J
BREDNT  REETEHMEET

E’JfE““T LAT?)’TEJ&I\%ET?%A
AlEEM BNy - BENFIBRE (AR
i%%'\&%f@ﬂf%l&ﬁﬁmﬁﬁﬁfﬁ
L) FE AR A e
RREIMNESRMNAREBEZ L) EE
E}\]/?\/El

Net other

Net profit comprehensive

or loss
increase/
(decrease)

FES
2,/ Gid)

(419,370.13)
550,739.09

(6,803,396.19)
5,580,654.35

(40,757,218.97)
32,516,343.23

2,551,589.36
(1,543,585.25)

603,791.94
(603,791.94)

(525,475.83)
363,790.96

income after
tax increase/
(decrease)
HitiR e Wz
B &R
/()

(15,822,380.36)
12,962,579.22

(23,899,044.91)
19,553,764.01

(11,065,308.32)
9,054,352.74

(16,049,749.71)
13,195,001.22

(23,520,095.99)
19,265,762.84

(9,425,722.68)
7,710,347.26

5 H)F 1R %8R (i

Equity

increase/
(decrease)
R &
Akt

#im,/ (FL)

(16,241,750.49)
13,513,318.31

(30,702,441.10)
25,134,418.36

(51,822,527.29)
41,570,695.97

(13,498,160.35)
11,651,415.97

(22,916,304.05)
18,661,970.90

(9,951,198.51)
8,074,138.22
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

VIII, RISKS ASSOCIATED WITH FINANCIAL

INSTRUMENTS
3.

(CONTINUED)

Financial instruments risks (Continued)

Market risk (Continued)

Equity investment price risk

Equity investment price risk is the risk that the fair values of equity
securities decrease as a result of changes in the levels of share
indices and the value of individual securities. The Group was
exposed to equity investment price risk arising from individual
equity investments classified as available-for-sale equity investments
(Note V.12) as at 31 December 2016. The Group held listed equity
investments that are listed on the stock exchanges and are valued
at quoted market prices at the balance sheet date.

The following table demonstrates the sensitivity of the Group’s
net profit or loss and net other comprehensive income after tax to
every 5% change in the fair values of the equity investments, with
all other variables held constant (based on their carrying amounts
at the balance sheet date). For the purpose of this sensitivity
analysis, for the available-for-sale equity investments, the effect
is deemed to be on the changes in fair values of available-for-
sale equity investments and no account is given to factors such as
impairment which might affect the profit and loss.

I\~ BRER T RiBRgVE R (48)

3. emTARME)

5 ()

HEam TAREESRER

Hm TEREBERRR  2iE#ERMTE
BHEH R A B EERZEEUKFEANE
PBAHEEHE (MR ENRR - B
20165F12A31H - AEBRZERAR
HAHEEESTARE(HiER
12) MRS T B E M E £ MRS
TEREERRRZT - "NEEIFE
WEmEETEREEIZFIZTE
WA EBERAUTSRERT

fen 3t

TERMUAT EFEEMLEERET
B AEENEE R EA Y
MR PR S TAREMARE
EHE5%MEH(ALERRBRB N

AREBEAER) WEURIE - AR
HEAFME  HRAHEEEETA
RE Ry ERARE NSRS
TARENRBEEZINTZE M
ERAIEFEBRNRESFHEE -

Net other
Carrying Net profit comprehensive
amount or loss income after Equity
of equity increase/  tax Increase/ increase/
investments (decrease) (Decrease) (decrease)
HipiRe W RS
ERTARE FER OpTRE e C] &t
REEE #i/82) #in/66E4) 8 0ED)
2016 20164
Equity instrument investments EmIAKRE
Available-for-sale financial assets ~ A[ftHi&ESp&E 250,553,821.20 - 10,621,958.37  10,621,958.37
2015 20154
Equity instrument investments EmTARE

Available-for-sale financial assets ~ AJftHiESp&E 258,826,493.60

- 10,955,817.34  10,955,817.34
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INSTRUMENTS
4.

(CONTINUED)

Capital Management

The key objectives of the Group’s capital management are to
maintain the Group’s going concern and a sound capital ratio so
as to support business development and maximize shareholders’
value.

The Group manages its capital structure and adjusts it based on
latest economic conditions and the changes in the risk profiles
of the relevant assets. To maintain or adjust capital structure,
the Group may adjust its profit distribution to shareholders,
return capital to shareholders, repurchase outstanding shares or
issue new shares. The Group is not constrained by any external
mandatory requirements on capital. In 2016 and 2015, there had
been no change in the objectives, policies or procedures of capital
management of the Group.

The Group manages its capital with the gearing ratio, which refers
to interest-bearing liabilities (excluding long-term payables) divided
by the total sum of adjusted owners’ equity and interest-bearing
liabilities. The gearing ratio of the Group as of the balance sheet
date is as follows:

B ISR RMEE(EE)
2016 12A31H (A% T)

I\~ BRER T RigksVE R (48)

4,

2016
20164

EXEE
AEEEAEENTRBRERZERA
SERFBERENES - LRFRER
BEALE  UAXRHEBERTERR
BESAL -

AEEEREAREBIRBECERS
A RABEENRBRSHOE(CEE
EITHAE - BEFNAREREE
REETTUFAELERINOFESER -
MRRBEERN - MBS BITRMO K
BAITHR - REBAZINIBR H) 1 E
RERELIR - 2016 F E M20154F
B EAERMER  BEREERE
B -

AKERAERLERERES &
RhuEREFSABR(TERAEN
O MABIR BRI 8 BB
o REENEEABERANERL
KM

2015
20154

Short-term borrowings SE- RN
Long-term borrowings RHERK
Bonds payable EANNEES

Non-current liabilities due
within 1 year

—FAZHNIERE
BfE

4,771,648,754.00
30,216,115,691.85
2,756,201,597.01

1,547,622,000.00

2,961,108,213.46
7,283,743,346.45
5,985,529,194.60

2,654,022,047.19

Interest-bearing liabilities

BEARE

39,291,588,042.86

18,884,402,801.70

Owner’s equity
Add: Interest-bearing liabilities

PR A
m:BRAE

44,561,669,859.22
39,291,588,042.86

41,936,985,951.10
18,884,402,801.70

Owners’ equity and interest-bearing liabilities

REERTESAR

83,853,257,902.08

60,821,388,752.80

Gearing ratio

R =

46.86%

31.05%

WEICHAI POWER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
[X. DISCLOSURE OF FAIR VALUE h"dﬁté'fiﬁﬂ’\]?&%
1. Assets and liabilities measured at fair value 1. HUAREBEFENEENARE
2016 20164

Inputs used in the measurement of fair value
DMEETEEANAAE

Quoted prices in Key observable Key unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3)
EZUEE EZTAEE
ERMERE BAE BAE
(%-BX) (%=BX) (B=BX)
Continuously measured at fair value BENNABEE
Financial assets at fair value WRnEEGEER
through profit or loss HEHAEH
% R EREE - 129,296,023.50 - 129,296,023.50
Listing available-for-sale equity instruments  A[ftHELREE LT
for available-for-sale financial assets AEHERSTA 250,553,821.20 - - 250,553,821.20
250,553,821.20 129,296,023.50 - 379,849,844.70
Financial liabilties at fair value through RAhEEFER
profit or loss ﬁé@juﬂ\*ﬁﬁ
Baferas - 168,670,171.20 - 168,670,171.20
2015 20154
Inputs used in the measurement of fair value
AR BEAERANBAR
Quoted prices in Key observable  Key unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
EZAER EZTAER
ERTHRE BAE BAE
(B—ER) (E=BX) (B=ER) CH
Continuously measured at fair value RERNAREETS
Financial assets at fair value AR EEZER
through profit or loss HEFAEH
}amﬂﬁﬂﬂﬁfk - 37,867,082.40 - 37,867,082.40
Listing available-for-sale equity instruments  a[{t HELREE £
for available-for-sale financial assets AEHERRTA 258,826,493.60 - - 258826,493.60
258,826,493.60 37,867,082.40 - 296,693,576.00
Financial liabilities at fair value through N EBEHER
profit or loss HEEH AEH
BafeRaE - 92,014,803.10 - 92,014,803.10
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

B ISR RMEE(EE)
2016 12A31H (A% T)

31 December 2016 (Expressed in Renminbi Yuan)

IX., DISCLOSURE OF FAIR N~ RRBENKEE)
VALUE(CONTINUED)
2. Assets and liabilities disclosed at fair value 2. UAREBEERENEENER
2016 20164
Inputs used in the measurement of fair value
MEBHERANRAR

Quoted prices in Key observable  Key unobservable

active markets inputs inputs

(Level 1) (Level 2) (Level 3)

EZVEER EEFURE

ERMHRE BWAE BAE

(F-BR) (F=BX) (B=BR)
Long-term receivables ey - 5,412,607,088.40 - 5,412,607,088.40
Long-term borrowings REHE - 30,094,539,229.34 - 30,094,539,229.34
Bonds payable FEfIE 5 2,786,834,264.62 - - 2,786,834,264.62
Long-term payables REENT - 10,963,181,174.40 - 10,963,181,174.40

2015 20154
Inputs used in the measurement of fair value
AnBEGERANEAE

Quoted prices in Key observable  Key unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

EZAER FENTHE

JERMSRE BAE HAE
(B—BR) (5ZER) (B=ZBR) Ch
Long-term receivables KK - 3382,225,078.40 - 3,382,225,078.40
Long-term borrowings RHER - 7,540,256,933.90 - 7,540,256,933.90
Bonds payable FEfIES 5,944,180,335.98 - - 5944,180,335.98
Long-term payables REERT - 6,644,874,751.20 - 6,644,874,751.20

300 WercHAI Power Co., LTD. MEENMMRBERAST



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

[X, DISCLOSURE OF FAIR N~ RREBENIKRE(E)

VALUE(CONTINUED)

3.

Estimation of fair value

Fair value of financial assets

The management has assessed the cash and cash equivalents,
notes receivable, accounts receivable, investment products under
other current assets, non-current assets due within 1 year, short-
term borrowings, notes payable, accounts payable and long-term
liabilities due within 1 year and long-term payables due within one
year. In each case, the fair value and carrying value are similar due
to short remaining period.

The finance team of the Group is led by the head of finance
department. It is responsible for formulating policies and
procedures applicable to the measurement of the fair value of
financial instruments. The finance team directly reports to the Chief
Financial Officer and the Audit Committee. On each balance sheet
date, the finance team analyzes the change in value of financial
instruments and ascertain the key inputs which apply to the
valuation. The process and result of valuation is subject to approval
by the Chief Financial Officer.

The fair value of financial assets and liabilities is determined as the
amount at which well-informed parties undergo exchange of assets
or settlement of debts out of free will and in a fair transaction. The
following methods and assumptions are used in estimating fair
values.

N EEMRE
TREENIEE
EREERFAETERER  BKRE
& EUIRERSK - RitRBEET AR
BEm —FRIMNFERBDEE
REMER  BNRE - BARN—
FREMORAEE  —FRIHW
EHEMNRE  BRSKHRTE - 2
nREEEREEERS -

AEBHMHEG AN BHBEAREA
RE - AEHNEEMIAAABER
ENBEMNERF - MEEGKEERAE
FHBENBARESRSE - BEE
EBEXRA  WHEEGSITERTA
EEZD BEGEEANIEHA
B AERENMERECERVEER
TR

EREENEHBENAABE KU
BRETEERBKEBRFENS
FRFETE © T IEMBRAREF A
REE-
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

LK.

302

DISCLOSURE OF FAIR
VALUE(CONTINUED)

3.

WEICHAI PowER Co., LTD.

Estimation of fair value (Continued)

Fair value of financial assets (Continued)

Financial assets at fair value through profit or loss include the
forward contracts. Financial liabilities at fair value through profit or
loss include the forward contracts and cross currency interest rate
swap instruments. The Group believes that the fair value estimated
using valuation techniques is reasonable and the most appropriate
value as of the balance sheet date.

The fair values of the aforesaid equity instruments are determined
according to quote prices on the market.

Fair values of long-term and short-term borrowings, long-term
receivables and long-term payables are determined using discount
cash flows, at rates equal to market yield of other financial
instruments with similar contract terms, credit risks and remaining
term. As at 31 December 2016, non-performance risks underlying
long-term and short-term borrowings, long-term receivables and
long-term payables were appraised as insignificant.

Fair values of bonds payable are determined as quoted prices on
the market.

The level change in the fair value

In 2016, there were neither transfers between Level 1 and Level 2
for the measurement of fair value of financial assets and liabilities,
nor transfer into or out of Level 3.

AR NBRMERLT

B ISR RMEE(EE)
2016 12A31H (A% T)

N~ RREENEREGE)

AREEMGEE)
TRHEENIEEGE)
AnBEFEEEEZFH A AZHIER
MEREEREEHER - AAEE
SFTERAHEEHF AEHBERNEHE
ERFBEEHARMNRZI R EEHNEE
TH - REERE @ AHERIMEE
MARBEIZAEN  YATERE
ERBRARAENEE -

FHREETA - LWSHRERER
REE-

REHSER - REABWRAN AR
HEARKRRERENHEEZEE AR
BE - LERUERIEHK - EHARR
MF AR E M S T AEMHMISR
mERIEAITIRE - 2016F12A318 -
HERQEER - KB K E
ENREgHFTRORRT G ATE
j;o

&S - UhiEREREAAEE -

NREEERER
R2016FE  WESHEENEHE

ERRBENBEE—BRNEE
RZEOBE  TEBASENE=
BRHER -



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12H31H(ARY L)
X. RELATED PARTY RELATIONSHIPS AND + -~ FEBARERNRER S
TRANSACTIONS
The related parties defined in these financial statements included the REAE KR T RE N TR EE g £
related parties under accounting standards and related parties under the RRENREE  CEREESNIIME
information disclosure requirements of SFC. S EMERIE P AR -
1. Parent 1. 8B2F
Proportion Proportion
of ownership of voting
Registered Registered interest in power in
address Nature of business capital  the Company the Company
HANT HART
it EHBME AfER BRELA FORELLI
(%) (%)
Weichai Group Holdings Weifang City, External investment RMB1,200,000,000.00 16.83 16.83
Limited Shandong Province financial quarantee AK#1,200,000,000.00
R ERBRAT RS investment advisory
353l planning and organization/
coordination and management
of production operating activities
of corporates under the Group
HIMR B BERRE
ARG/ AR
FBRE4ESEED
Shandong Heavy Industry Group Co., Ltd. is the ultimate controller RRABNBELIEFIARURETEE
of the Company. BRAF] -
2. Subsidiaries 2. FAH
Details of subsidiaries are set out in Note VII.1. FAREEFRMFEE 1
3. Associates 3. EEhX
Details of associates are set out in Note VII.3 and Note X.4. BARE @B E B AR 5 R & DT

ML - 3RMET 4
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARBERENRERZ(58)
TRANSACTIONS (CONTINUED)
4. Particulars of other related parties which entered 4.

into material transactions with the Group

BEASEBREEARZHHMER
BRER

304

Related party relationships
R 75 B

Referred to as

578

WEICHAI PowER Co., LTD.

Shandong Heavy Industry Group Co., Ltd
IWRETSEBRRA

Ultimate controller
BRSPS A

Shandong Heavy Industry
WRET

Weichai Group Holdings Limited Parent Weichai Group Holdings
SR EE AR AR (SYN HESPE R

Shandong Weichai Import and Export Co., Ltd.
SRS OB R A A

Weichai Heavy-duty Machinery Co., Ltd.
HESRERIRNBRAT

Yangzhou Yaxing Coach Co., Ltd.
HMNEETERNHBERAF]

Yangzhou Shengda Special Vehicles Co., Ltd.
BMNBRERESEERAA

Weichai Electric Equipment Co., Ltd

Common control by parent
B — &R alE
Common control by parent
i SN At
Common control by parent
=i SN ot ]
Common control by parent
B — &R alE
Common control by parent

Weichai Import and Export
HSCEL N

Weichai Heavy-duty Machinery
SR B

Yangzhou Yaxing

HZMEE

Shengda Special Vehicles
BAEREE

Weichai Electric

BN REBERAT i SN At ] HERE T

Chongging Weichai Diesel Engine Limited Common control by parent Chongging Weichai
Ed g Ol Y Sl NG [B— &R Al BEMLE

Weichai Electric Equipment Taizhou Co., Ltd. Common control by parent Weichai Electric Taizhou
HHENRERMNERAR [ —& A FHE HELEE IR
Shandong Weichai Real Estate Co., Ltd. Common control by parent Weichai Real Estate
IR S E B X AR AR i SN At SR

Yangzhou Yaxing Commercial Vehicles Co., Ltd.
BN ERAERRAA

Chutian Engineering Machinery Company Limited

Common control by parent
A — & A =
Same ultimate parent

Yaxing Commercial Vehicles

TEBAE

Chutian Engineering

R R TAZ AR AR 2 5] Bl — AR HIA e
Shantui Engineering Machinery Co., Ltd. Same ultimate parent Shantui Engineering
HLIHE TAZ A D B IR 2 7] A — S AR P22 I A LT 32
Shandong Shantui Machinery Co., Ltd. Same ultimate parent Shandong Shantui
R IR AR A ) Al — AR I A LR ¥

Shandong Heavy Industry Group
Finance Co., Ltd.

Same ultimate parent
A —J AP I A

Shandong Heavy Industry
Finance Company

WRETSEHBEERAR] IR E TR AR
Shanzhong Finance Leasing Co.,Ltd. Same ultimate parent Shanzhong Finance Leasing
ILWEREHERRAT A — S AP I A lLEREHEE

Shanzhong Jianji Co., Ltd. Same ultimate parent Shanzhong Jianji
IhEEHAER AR A — S AT HIA =gy

Shantui Road Machinery Co., Ltd Same ultimate parent Shantui Road

L HE S BE A A PR 1 A A —J AR I A I HEE B

AR NBRMERLT



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

X,

RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS
4.

(CONTINUED)

Particulars of other related parties which entered 4.
into material transactions with the Group

(Continued)

B ISR RMIEE(E)
2016 12A31H (A% T)

T~ BEHRBERRER S (18)

HEASEBLEBEARSNEE

B R ()

Related party relationships

Referred to as

R 75 B Gk
Shantui Dubai Company Same ultimate parent Shantui Dubai
Wk PN [ —FR ARSI A (INEj:3 P

Shandong Shantui Construction Machinery
Import & Export Co., Ltd.

IR L HE TARMACE 1 DA TR A R

Beigi Foton Motor Co., Ltd.

EEmEERN AR AR

Shaanxi Automotive Holdings Group Co., Ltd.

Dbt SERC YN

Shaanxi Automobile Industry Co., Ltd.
POTEEBR AT

Shaanxi Automotive Group Co., Ltd.
PR EEEEREEAR

Shaanxi Fast Gear Automotive
Transmission Co., Ltd.

PRAEE TR R EEESHEEFRAA

Shaanxi Huazhen Vehicle Parts Co., Ltd.

PrPEEZSEEHE AR AT

Shaanxi Huazhen Sancan Industry and
Trading Services Co.,Ltd.
PR ER T ERGER AR
Shaanxi Tongli Special Purpose Vehicle Co., Ltd.
prriE N ERRERREEATA

Shaanxi Lantong Transmission Axle Co., Ltd.

PRPEE B ESHHER A A

Baoji Huashan Engineering Vehicles Co., Ltd.

BHEITIREMARAEETAR

Xi'an Lande New Energy Automotive Technology
Development Co., Ltd.
AL BN R A ERMREAR QR

Same ultimate parent

Rl — & AT FHIA

Same key management personnel
F—EAREEAR
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZRR ZHBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRBIEERRZBHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRBAIEERRZBHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)

FRAEZRRZBEA

ANNUAL REPORT 2016 ZF IR

Shantui Import & Export
LU e 3E

Beigi Foton
ibatE |
Shaanxi Automotive Holdings

BRI AR

Shaanxi Industry

PR

Shaanxi Automotive
BRI

Shaanxi Fast Gear
Automotive

BOAEE

Huazhen Parts

FEFA

Huazhen Services

FEHIR

Tongli Special Purpose
BOER

Lantong Transmission
EREDH

Baoji Vehicle

BHEH

Lande New Energy
B EEIR
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARBERENRERZ(58)
TRANSACTIONS (CONTINUED)
4. Particulars of other related parties which entered 4.

into material transactions with the Group

BEASEBREEARZHHMER
B R ()

306

(Continued)

Related party relationships
R 75 B

Referred to as

fE 7

WEICHAI PowER Co.,

Shaanxi Wanfang Vehicle Parts and
Components Co. Ltd.

PREEE R =T A AR AR

Shaanxi Fangyuan Automobile Standard
Components Co. Ltd.

prREE 7 B TR E AR AR

Shaanxi Automobile Group Xunyang Baotong
Special Purpose Vehicles Co., Ltd.

PR TESEEASERERAEARAT

Shaanxi Automobile Group Yan'an Special
Purpose Vehicles Co., Ltd.

PREE TR BT ERERR AR

Shaanxi Dongming Automobile System Co., Ltd

PREG SR SR B E R AR D B PR A 7]

Shaanxi Zhongfu IDT Techology Co., Ltd
PREG BB R R RIS B IR A 7

Shaanxi Shaangi Auto City Hotel Co., Ltd.
PREE PR T EE R S B BR A A

Shanghai Yuanxing Supply Chain
Management (Group) Limited
PeriTHEEEEERAR
Shaanxi Zhongjiao Tianjian Vehicle Net Information
Technology Co., Ltd.
PREG P X R G2 E RS (E BRI AR A R
Shaanxi Deyin Logistic Services Co., Ltd.

RARRMRREER AT

Shaanxi Deyin Leasing Co., Ltd
EIRFBEREEER AR

Shaanxi Dongfeng Axle And Transmission
System Co., Ltd
RERAEBEZRRNBR AR

LTD.

Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZERR 2BEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZRR 2 BEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZRR ZHBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZERR ZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZERR ZHBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZRR 2BEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZERR ZHBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZERR 2BEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZERR ZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FTARIEZERR 2BEA
Associate of substantial
shareholder(s) of subsidiary(ies)

FRAEZRRZBEA

AR NBRMERLT

Shaanxi Wanfang

PREEE S
Fangyuan Automobile

FEARE

Xunyang Baotong
ASER

Yan'an Special
Purpose Vehicles

ELERE

Dongming Automobile

RILE

Shaanxi Zhongfu
pRERE

Shaangi Auto City
PR B 45k

Yuanxing Supply Chain
EITHERE

Zhongjiao Tianjian

PR

Deyin Logistic
IR

Deyin Leasing
RIREE

Dongfeng Axle
REAER



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BEARBRRER S (8)

TRANSACTIONS (CONTINUED)

4. Particulars of other related parties which entered 4.
into material transactions with the Group

(Continued)

HEASEBLEBEARSNEE
B R ()

Related party relationships
B 5 B 1R

Referred to as

a7

Shaanxi Tongchuang Huaheng
Vehicle Radiator Co. Ltd.
PRERAIE T TEMAERAEERR
Shaanxi Automobile Group Changsha Huantong
Automobile Manufacturing Co., Ltd.
PREE TR RDREBTERIEBRAA
Shaanxi Automobile Group Wenzhou Yunding
Automobile Co., Ltd.
PR R EEERMNETETE AR A
Shaanxi Wanfang Tianyun Vehicle
Equipment Co. Ltd.
prAE A REAEERARAT
Shaanxi Huazhen Vehicle Parts Co., Ltd.
PR ER TE T A AR AT

Shaanxi Sanzhen Vehicle Parts Co., Ltd.
PRI =BT FHBR AR

Xinjiang Yuanxing Logistics Co., Ltd.
MEBRITORERAR

Shanxi Yuanxing Logistics Services Co., Ltd.
PRI TR ARTS AR 22 7]

Shaanxi Automobile Group Properties
Development Co., Ltd.

PR REEEEMEREARAR

Eaton Industries Private Limited

FIETEMARRAR

Shaanxi Deshi Vehicle Components (Group)
Co., Ltd.

PR =B (RE) AR EE AR

Xi'an Deshi Vehicle Components Parts Co., Ltd.

AL B AETNHAREEAT

Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FAREZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FREIEERR ZBHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FAREERRZBHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FREIEERR ZBHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FREIEERR ZBHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FREIEERR ZBHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)

FARARIEZHRZBEA

Tongchuang Huaheng
FalIES

Changsha Huantong
RARA

Wenzhou Yunding

BMETR

Wanfang Tianyun
BHRE
Huazhen Parts

T

Sanzhen Vehicles

=HAE

Xinjiang Yuanxing
NIRRT

Shanxi Yuanxing
ILPRETT

Shangi Properties
BRI b EE

Eaton Private

FIERLA

Deshi Components

fBEBe

Deshi Parts
EATEH
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARBERENRERZ(58)
TRANSACTIONS (CONTINUED)
4. Particulars of other related parties which entered 4.

into material transactions with the Group

BEASEBREEARZHHMER
B R ()

308

(Continued)

Related party relationships
A 75 B

Referred to as

a7

WEICHAI POWER Co., LTD.

Inner Mongolia Yuanxing Supply Chain
Management Co., Ltd.
AREERITHEREEER QR
Shaanxi Huazhen Automobile Filtration
System Co., Ltd.
PREEERTERERNERAR
Zhuzhou Gear Company Limited

wHEwmR N ERAE

Zhuzhou Automobile Gear Factory

RN R R R
Xi‘an FC Intelligence Transmission Co., Ltd.
RSB REE AR AR

Shaanxi Tonghui Automotive Transportation
Co., Ltd.
PRETEME TR AR AR

CIMC=SHAC (Xi'an) Special Vehicles Co., Ltd.

PERTER(AR)EREERAA
Xi'an Cummics Engine Co., Ltd.

PR RN EESRAR AT

Baoding Shangi Tianma Automobile Co., Ltd
REPAREREBRAT

Shaanxi Eurostar Auto Co., Ltd.
PRAEERET AR E AR 1D AR A A

Shaanxi Automobile Wuhai Special Vehicles Co., Ltd.

PSS EERAERRAR

Weichai Power Westport New Energy
Engine Co., Ltd.

ST ERTRERE) N BR A A

Associate of substantial
shareholder(s) of subsidiary(ies)

FRAREERRZHEA

Associate of substantial
shareholder(s) of subsidiary(ies)

FARIEZERR ZBMEA

Same key management personnel
as subsidiaries

BT ARAR—EREEAR

Same key management personnel
as subsidiaries

B ARAR—BREEAR

Jointly-controlled enterprise of
subsidiaries

TARZEERE

Associate of subsidiaries

FARZEERE

Associate of subsidiaries
T AR ZHEERE
Associate of subsidiaries
FARZEERE
Associate of subsidiaries
FARZEERE
Associate of subsidiaries
TARZHEERE
Associate of subsidiaries
FARZEERE
Associate of parent
SARZBELE

AR NBRMERLT

Inner Mongolia Yuanxing
AREETT

Huazhen Filtration
EZRS

Zhuzhou Company
IREAL D

Zhuzhou Gear Factory

N
FC Intelligence Transmission

ErE

Tonghui Transportation
EEYR

CIMC-SHAC
REER
Xi‘an Cummics
Pa 2 FRARHT
Shangi Tianma
BTRES
Eurostar
BT
Shaanxi Wuhai
PSS
Westport New Energy
I FREIR



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

parties

Purchase of goods from related parties (excluding tax)

RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)

Major transactions between the Group and its
related parties
(1) Transaction of goods and services with related

Bt 5 ¥R R it 5E (78)

20164 12H31H(ARKT)

T~ BEHRBERRER S (18)

5.

Shaanxi Fast Gear Automotive
Westport New Energy

Baoji Vehicle

Shaanxi Wanfang

Shaanxi Wuhai

Xi'an Cummics

Weichai Import and Export
Tongli Special Purpose

Weichai Heavy-duty Machinery

Huazhen Compnents

Wanfang Tianyun
Lantong Transmission

CIMC-SHAC

Zhongjiao Tianjian
Tongchuang Huaheng
Huazhen Parts

Dongming Automobile
Fangyuan Automobile

FC Intelligence Transmission
Others

Yz
FIERTREIR
BHEH
BREE 75
PS8
I BRRA R
HESSEH A
BHER
HESRE
EHRT T
B XE
EREH
hEER
hARKRHE
RIEIE=
EHREMF
REEE
FTEAE
BRE
Hit

REEHEBEBRINERERS

(1) BB Eaa 5 HER 5

B EE B m (T EH)

2016

20165

2,564,824,108.46
959,290,001.80
889,405,759.11
802,898,937.75
511,743,368.35
409,616,105.03
378,666,819.15
314,553,794.64
291,323,530.45
278,659,241.70
226,695,162.19
114,776,788.02
112,403,645.30
105,231,274.51
71,610,369.27
58,157,672.04
52,888,328.73
52,774,334.22
29,506,459.28
832,133,223.59

2015
20154

1,823,165,163.63
1,032,309,946.50
39,052,745.38
465,731,337.56
19,313.52
214,120,641.62
479,062,398.36
441,446,468.67
187,006,868.15
130,653,823.70
82,146,217.88
45,990,887.86
51,538,628.96
36,832,741.96
63,053,445.58
36,145,353.20
42,190,130.49
61,456,408.84
931,674,921.75

9,057,158,923.59

6,163,597,443.61
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARBERENRERZ(58)

TRANSACTIONS (CONTINUED)

5. Major transactions between the Group and its 5. AEEHEHINIERS (&)
related parties (Continued)
(1) Transaction of goods and services with related (1) BT Baa s HEE 5
parties (Continued) (#&)

Receiving services from related parties BB 1 X575

2016 2015
20154

20165

Weichai Group Holdings SRR 281,672,098.27 301,021,068.76
Shaanxi Fast Gear Automotive BREEE) 241,476,001.95 35,075,114.44
Tonghui Transportation BIEYDR i#Note 1 119,659,224.47 98,244,127.49
Shaanxi Industry BaE 41,436,860.14 56,114,605.62
Chongging Weichai B 25,103,109.92 30,454,859.31
Others HAih 111,968,997.06 230,983,929.93
821,316,291.81 751,893,705.55
Rendering services to related parties A1 B 7 HR 55 75
2016 2015
20164 2015%F
Weichai Heavy-duty Machinery ML B 10,471,200.22 17,633,911.41
Weichai Import and Export LS O 9,979,354.85 7,158,962.88
Shaanxi Industry REE 8,124,593.95 7,609,290.90
Others Hipb 34,175,515.34 151,625,105.26
62,750,664.36 184,027,270.45
Note 1: From January to December 2016, Tonghui Transportation g1 R2016 F 1-12 5 - BEY
provided comprehensive services including agency procurement, MRAREZ FRAKAE
warehousing, logistics distribution and receipt and payment BB HR N A HE R A E R

services to Shaanxi Heavy-duty Motor Co., Ltd, a subsidiary
of the Company. Agency services provided by Tonghui
Transportation to Shaanxi Heavy-duty Motor Co., Ltd. amounted
to RMB119,659,224.47 (2015: RMB98,244,127.49), and goods
purchased by Tonghui Transportation on behalf of Shaanxi Heavy-
duty Motor Co., Ltd. amounted to RMB1,095,761,983.19 (2015:
RMB1,830,864,325.06) during this year.

& Bt WX RABHK
NELEERE - XFHBE
HAEEFRAAIEZBEY
TR ERE 2 BHAARE
119,659,224.47 7t ( 2015 4F :
A R #98,244,127.497T) » £
BRENEYZERARE
1,095,761,983.197C (20154 :
A B #1,830,864,325.067T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

X. RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)
5.  Major transactions between the Group and its
related parties (Continued)
(1) Transaction of goods and services with related
parties (Continued)
Sale of goods to related parties (excluding tax)

Bt 5 ¥R R it 5E (78)

20164 12H31H(ARKT)

T~ BEHRBERRER S (18)

5.

Shaanxi Fast Gear Automotive PAES)
Yangzhou Yaxing BMNEE
Westport New Energy PSR
Weichai Import and Export AL O
Beigi Foton bl davi=1e
Shaanxi Wuhai BRAEE
Baoji Vehicle E A
Weichai Electric HELLE )
Shaanxi Wanfang RS
Tongli Special Purpose BOEA
Huazhen Components EET MG
Weichai Heavy-duty Machinery HELEE
Shantui Engineering LT A2
Zhongjiao Tianjian BN
Shaanxi Zhongfu i ilas =
Huazhen Parts A
Others A

REBEEBLINEERS (&)

(1) BB Eaa 5 HER 5

(%)

[BIEFRE 77 S5 EE B dn (T 2 )

2016

20165

1,442,541,862.23
851,957,270.97
546,410,080.08
468,238,048.33
404,261,999.95
357,768,976.10
289,135,650.80
236,369,152.86
166,347,910.23
160,877,726.38
102,214,284.28
86,595,757.68
71,047,316.55
66,536,510.32
56,404,914.44
20,962,224.21
1,753,299,019.74

2015
20154

1,059,247,671.91
215,310,443.72
576,135,851.50
371,711,728.93
389,009,577.84
12,537,867.14
178,904,569.72
234,027,845.06
177,628,622.17
48,106,774.79
41,190,420.60
143,083,560.69
33,756,215.82
395.26
33,721,677.04
31,938,712.41
1,725,404,760.24

7,080,968,705.15

5,271,716,694.84

During the year, the prices for the Group’s sale of goods and
rendering of services to related parties as well as purchase
of goods and receiving services from related parties were
determined with reference to market rates.

REE - AKERREB T HER
i~ RESEER - KERmR
EXBBLEMHBRIRE
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12H31H(ARY L)
X. RELATED PARTY RELATIONSHIPS AND + -~ FEBARERNRERZ(E8)
TRANSACTIONS (CONTINUED)
5. Major transactions between the Group and its 5. AEEHEHINEERS (&)
related parties (Continued)
(2) Leasing with related parties 2) FHEHE
As lessor BTN
2016 2015
Type of leased 20165 20154
property Lease revenue Lease revenue
HEAERR HEKA HEYRA
FC Intelligence Transmission  EE45{E ) Buildings and RERE
equipment 15,836,975.70 16,223,243.40
Westport New Energy R Buildings EE 7,788,751.28 10,552,660.00
Shanzhong Finance Leasing ILEFEME  Buildings EE 6,218,941.64 5,979,706.08
Weichai Electric T ) Buildings EE 4,653,156.79 4,500,000.00
Weichai Import and Export #4430 Buildings BE 3,084,735.00 3,125,978.64
Shaanxi Industry BRISES Buildings RE 120,183.00 398,037.60
Tonghui Transportation BEDR Buildings and EERE
equipment - 10,045,275.69
Xi‘an Cummics [ipedsL Buildings, equipment EE &gt
and land - 8,252,683.68
Huazhen Parts =R Buildings and FER
equipment - 3,432,815.06
Shaangi Auto City BRAE I Buildings FE - 435,339.00
Shaanxi Wanfang BRPTE 7 Buildings EE - 322,099.20
As Lessee TERAA
2016 2015
Type of leased 20165 20154
property Lease fee Lease fee
HEEERS HEE HER
Shaanxi Fast Gear PREEE) Buildings BEE
Automotive 16,923,176.51 13,217,496.56
Shaanxi Industry REEE Buildings EE 15,900,219.67 18,621,764.64
Weichai Group Holdings ~ #seieps Buildings EE 6,233,291.85 7,571,077.73
Shaanxi Automotive BAEE Buildings BRE 4,016,886.42 2,812,212.96
Chongging Weichai HEMLE Buildings RBE 4,000,000.00 4,000,000.00
Zhuzhou Company HRERRH Buildings EE - 4,666,800.00
During the year, the prices for the Group's leasing with REE - REBEFEHTHESE
related parties were determined with reference to market FEBRARAETIBBIRART o
rates.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

X. RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)
5. Major transactions between the Group and its
related parties (Continued)
(3) Transfer of assets with related parties

Particulars of

B ISR RMIEE(E)
2016 12A31H (A% T)

T - FEBAREERRER S (8)
5. ASREHEEBINEERS(E)

(3) B EEEE

transaction 2015
RHHE 20156
Shaanxi Fast Gear BRAEE Purchase of fixed ~ BEETEE
Automotive assets - 268,887.01
Weichai Import and Export #4410 Purchase of fixed ~ BEEETEE
assets 45,949.40 2,199,239.66
Weichai Heavy-duty W EH Purchase of fixed ~ BEEETAE
Machinery assets 8,904.99 4,104.63
Weichai Heavy-duty B Sale of fixed assets  HERETEE
Machinery 214,810.82 3,685,493.49
Weichai Group Holdings AR Purchase of fixed ~ BEETEAE
assets 221,329.12 974,176.22
Weichai Group Holdings LR Sale of fixed assets  HEBTEE 201,049.46 150,020.21
Chongging Weichai Exi Purchase of fixed ~ BEETEE
assets 47,578.19 -
Weichai Electric HEEN Sale of fixed assets ~ HEBTEE 5,623.94 8,682.67

During the year, the Group’s purchase and sale of fixed assets
from and to related parties were on prices determined with
reference to market rates.

Except for the transactions with associates, all the above
transactions of goods and services with related parties,
leasing with related parties and transfer of assets with
related parties also constitute connected transactions or
continuing connected transactions as defined under Chapter
14A of the Hong Kong Listing Rules.

REE - AL R REN
HEBEEEBR2EMHER
RTE e

PR ENEETT 2R HIN - BT
B LB mmMSHRS
BARE S T E KRR B E (R
REBRC(ERLMRADE14AE
TERNER HAFEMER
5 e
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

X.

314

RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)

Major transactions between the Group and its
related parties (Continued)

(4) Other related party transactions

5.

(a)

WEICHAI POWER Co., LTD.

Deyin Leasing provides Shaanxi Heavy-duty Motor
Company Limited, a subsidiary in the Group, with
services of financial leasing. It was agreed among Deyin
Leasing and third-party distributors that for the vehicle
monies of related business to be receivable by the
Group from distributors, Deyin Leasing may take up
the payment obligation on behalf of the distributors.
In 2016, the amount of vehicle sales through this
business mode amounted to RMB2,797,296,000.00
(2015: RMB1,442,696,040.00).

Shanzhong Finance Leasing provides Shaanxi Heavy-
duty Motor Company Limited, a subsidiary in the
Group, with services of financial leasing. In 2016,
the amount of vehicle sales through this business
mode amounted to RMB839,317,647.00 (2015:
RMB393,395,717.00). Shaanxi Heavy-duty Motor
Company Limited guaranteed repurchase of physical
assets upon presentation in respect of the failure to
pay the instalment payments and interests under the
finance lease. The balance of rental of repurchase of
physical assets upon presentation (being outstanding
balance of principal on finance lease borrowings)
was RMB922,960,000.00 (31 December 2015:
RMB728,010,000.00). For details, see Note XII.3.

AR NBRMERLT

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

T - BEHRBERRER S (1E)

5.

REFHEBEBRLINERRS (&)

4)

HL 1t Gk

(a)

ERAEANERZTA
RIPRPER ) SEFR A A
REMEHEEL B
HEME=HEHEERE
TR 5 B R R A BH P Y
MBS RIEF - TS
IRAEE RSP AR R
£ 2016F BBAIEE
BERXEENERER
A R #2,797,296,000.00
L (2015 F « AR ®
1,442,696,040.007T ) °

ILWEREHEARNER
FRBIRAERFER
RAFIRRHMENRE
% 2016 F@iBZIEE
BEAHEENERSE
B AR #839,317,647.00
L (2015F « AR
393,395,717.00 7t ) ° Bk
AEITBEFR AR A
BREHNAMBA Rex
NHEERE D BT R
RFABRERMEESR
T RYEBEHESHEE
(B ARE R ERE
BERAE %) AARE
922,960,000.00 7T ( 2015
F£12H318 : AR¥
728,010,000.00 7T ) » A
BIERSRKET= 3



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

X,

RELATED PARTY RELATIONSHIPS AND

TRANSACTIONS
5.

(CONTINUED)

Major transactions between the Group and its
related parties (Continued)
(4)  Other related party transactions (Continued)

(@)

On 30 March 2016, the Group entered into the
Financial Services Agreement with Shandong Heavy
Industry Group Finance Co., Ltd. (“Shandong
Heavy Industry Finance Company”). Pursuant to the
agreement, Shandong Heavy-duty Finance Company
provided deposit, credit, accounting and clearing
services as well as other financial services to the
Company and its controlling subsidiaries. The interest
rates for credit relating to financial services as well as
fee rates are determined according to the Financial
Services Agreement and based upon the relevant
requirements of the People’s Bank of China’s under
which the lending rate shall not exceed the minimum
level permitted under the interest rates and fee rates
for money lending of similar types and categories
available to the Group from other major commercial
banks in the PRC.

Shandong Heavy Industry Group Finance Co., Ltd.
provides distributors of Shaanxi Heavy-duty Motor
Company Limited, a subsidiary in the Group, with
credit line to apply for establishing bank acceptance
bills for the purchase of products from Shaanxi Heavy-
duty Motor Company Limited. In 2016, the credit
line amounted to RMB1,000,000,000.00 (2015:
nil). Shaanxi Heavy-duty Motor Co., Ltd. assumes
security obligation in favour of the distributors for the
difference between amount of notes and guarantee
money. As at 31 December 2016, open position of
outstanding acceptance bill was RMB761,079,080.00
(31 December 2015: Nil). For details, see Note XII.2.

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

T~ BEHRBERRER S (18)

5.

REBEEBLINEERS (&)

4)

EMEHTRZ (&)

(0)
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ANEEH | FRETEEA
BARAR(NUEEIR
A1) R201643 A30
BEFK S RRIS ) -
B LRETHS
NABAERZERF AT
REFR 58 #£8

HthesmRisE - BES
B EENEMEEXR
BCE B ARTS 5 w2
B ARIRITEBERFE
HERENER FTaR
AREEEEMPREANE
B ERITREHRER
BREEMNERBEAT
B RAKKFHEE ©

IWVRE T AR AANE
B2 FRAapRmER B
BRARIMAE HEIREE
ERE - HERIRITE
HEZERAREEKRASE
AAEBRAREMR -
2016 F M EEREERA
IR % 1,000,000,000.00 7T
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EHERNERTRBEM - B
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
X. RELATED PARTY RELATIONSHIPS AND + - BB ARRKRERXZ(1E)
TRANSACTIONS (CONTINUED)
5. Major transactions between the Group and its 5. AEEHEHINIERS (&)
related parties (Continued)
(4)  Other related party transactions (Continued) 4) B X5(#&)
(©  (Continued) ( (&)
Amounts of transactions with Shandong Heavy AEBRIRETHHEA
Industry Finance Company are as follows: RIEENZTHERSEN
™~

2016 2015

20164 2015%F

Bank deposit placed 7RI TR 83,219,408,625.89 93,325,662,432.02

Interest income FEUWA 221,360,031.88 368,207,775.75

Interest expenses FEXH 21,483,169.02 9,339,068.14

Acquisition of short-term borrowings ESEEER 380,000,000.00 150,000,000.00

Acquisition of long-term borrowings G REER 200,000,000.00 120,807,751.45

Establishment of bank acceptance bills B ER17# 5 [EZ 2,331,103,738.24  1,464,753,693.50
Balances of accounts with Shandong Heavy Industry AEBEENEBETHER

Finance Company are as follows: AN R IR T ¢

2016 2015
20164 20154

Cash and cash equivalents placed with  TFEEHE TV EEE &

related parties 10,745,194,399.87 12,774,621,129.49
Interest receivable YT S 24,849,593.75 51,793,725.00
Short-term borrowings I SEIEE 280,000,000.00 120,000,000.00
Long-term borrowings RAEAER 320,807,751.45 120,807,751.45
Non-current liabilities due within —FREIERIERED

one year afE - 100,000,000.00
Balance of bank acceptance bills A IRTTAGL

established EZEERER 1,415,148,726.14 659,973,521.56
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

X.

RELATED PARTY RELATIONSHIPS
TRANSACTIONS (CONTINUED)
6.

AND

B ISR RMIEE(E)
2016 12A31H (A% T)

T~ BEHRBERRER S (18)

Amounts due from/to related parties 6. BAEE S FEUE FRIEEREE
2016 2015
20165 20155
Gross carrying Provision for Gross carrying Provision for
amount bad debt amount bad debt
RESHE BRER REEE BB

Accounts receivable e R
Weichai Heavy-duty Machinery ML B 324,413,275.44  (17,347,653.46)  96,837,387.27 (6,728,851.84)
Changsha Huantong RORB 66,364,433.92  (10,142,527.80)  71,246,913.98 (14,770,406.04)
Weichai Import and Export ML 38,564,169.59 (1,145,968.25) 22,335,223.14 (917,168.91)
Shengda Special Vehicles RiEfEs 36,272,171.37 (455,443.36) 38,991,681.68 (1,939,409.08)
Eurostar BETIE 34,826,235.46 (31,109,172.29) 40,881,105.39 (27,384,919.49)
Shaanxi Wuhai St 30,470,948.92 - 24,790,783.50
Beigi Foton b5 28,527,662.61 (1,280,369.94) 52,398,951.88 (2,710,424.98)
Yan'an Special Purpose Vehicles TrERE 24,287,584.00 (3,643,137.60) 25,332,584.00 (1,266,629.20)
Westport New Energy AR 16,032,703.29 (1,241,436.84)  75,498,168.59 (3,034,017.26)
Weichai Electric T N 5,371,562.49 (184,784.19) 37,385,429.48 (1,869,271.47)
Yuanxing Supply Chain BITH R 4,468,587.00 (223,429.35) 52,382,380.00 (7,372,807.00)
Yangzhou Yaxing HMEE 3,520,810.62 (179,770.53) 32,360,380.91 (1,609,883.47)
Others Hith 368,790,090.49  (76,542,466.46)  377,265,673.88 (11,110,980.50)

981,910,235.20  (143,496,160.07)  947,706,663.70 (80,714,769.24)
Other receivables HitEWR
Shangi Properties BAREHE 42,893,614.55 (2,144,680.73) - -
Shaanxi Industry RAE 24,318,160.88 (1,215,908.04) = =
Shangi Tianma BRARE 13,778,740.01 (10,101,939.02) 13,778,740.01 (10,872,216.01)
Weichai Holding MRS - - 165,225,221.69 -
Others Hith 123,764,005.07 (77,320.13)  105,943,999.46 (94,921.17)

204,754,520.51 (13,539,847.92)  284,947,961.16 (10,967,137.18)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

X.

318

RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)
Amounts due from/to related parties (Continued)

B ISR RMEE(EE)
2016 12A31H (A% T)

T - BEHRBERRER S (1E)

AR 75 B UL (Y FOR BRER (4R

2016 2015
20164 2015%F
Notes receivable (Bank acceptance bills) ERZEEGRITERLEE)

Yangzhou Yaxing BNTE 988,141,666.27  214,260,430.29
Weihai Import and Export LSS O 120,000,000.00 53,000,000.00
Shengda Special Vehicles BRIERSTEE 26,252,400.00 32,153,400.00
Weichai Heavy-duty Machinery LB 214,452.64 152,000,000.00
Deyin Leasing EIRAE - 83,700,000.00
Baoji Vehicle EHEH - 32,000,000.00
Beiqi Foton it)5E A - 22,280,000.00
Others Hib 4,514,685.61 39,587,247.56
1,139,123,204.52 628,981,077.85

Prepayments FEE
Tongli Special Purpose BHEA 99,359,542.70 =
Deyin Logistic =R - 33,341,774.27
Others Hib 24,092,820.49 35,280,091.10
123,452,363.19 68,621,865.37

Dividends receivable FEW AR R
Eurostar BRET 3,040,000.00 3,040,000.00
Tonghui Transportation SEY - 3,440,000.00
3,040,000.00 6,480,000.00

Accounts payable IR
Shaanxi Fast Gear Automotive POEES 527,121,336.98 359,348,397.64
Shaanxi Wanfang PREEE 7 381,730,772.38 104,896,021.22
Baoji Vehicle EHEH 273,058,319.43 16,731,838.32
Tonghui Transportation AEDR 151,296,304.97 543,027,580.74
Xi‘an Cummics A% BRI HN 142,733,834.53 39,103,656.61
Weichai Import and Export ML O 121,327,050.32 139,429,864.04
Huazhen Parts EHTEM 102,087,231.25 29,711,512.81
Tongli Special Purpose BHEA 79,724,135.24 162,781,843.66
Wanfang Tianyun BHKE 57,670,422.89 =
Zhongjiao Tianjian RSN e 51,767,055.50 16,145,661.91
Lantong Transmission EmES) 46,976,722.03 28,014,092.40
FC Intelligence Transmission i) 45,286,337.85 623,454.33
Tongchuang Huaheng RIEIZE= 44,422,501.69 12,700,446.51
Fangyuan Automobile FESRE 33,526,942.88 9,949,774.00
CIMC-SHAC FREEFR 11,473,816.06 26,321,527.10
Others Hib 137,862,645.79 130,513,541.48

2,208,065,429.79

1,619,299,212.77

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

X.

RELATED PARTY RELATIONSHIPS AND

TRANSACTIONS
6.

(CONTINUED)
Amounts due from/to related parties (Continued)

B ISR RMIEE(E)
2016 12A31H (A% T)

T - FEBAREERRER S (8)
6. BN U FURERER ()

2016 2015
20164 20154
Notes payable (Bank acceptance bills) ENEE(BTRLEE)
Westport New Energy FaBETELIR 281,385,612.56 186,257,619.46
Tonghui Transportation EEYR 280,541,759.68 494,975,712.00
Shaanxi Wanfang BRFEE 256,845,963.08 80,800,000.00
Baoji Vehicle EXE 209,275,000.00 -
Xi‘an Cummics PA% AT 57,500,000.00 39,500,000.00
Lantong Transmission EimEsu 7,178,911.11 18,047,191.18
Tongli Special Purpose BAOEA 3,221,214.76 9,252,067.88
Others Hith 38,092,742.88 11,804,973.08
1,134,041,204.07 840,637,563.60
Prepayments WA
Shaanxi Wuhai BRIAEE 88,137,318.67 =
Huazhen Parts EFIG 2,949,128.00 314,500.64
Baoji Vehicle EHE 1,242,509.00 5,037,163.00
Tongli Special Purpose BAOHEH 904,788.96 72,196.00
Others Hib 6,597,142.73 431,250.59
99,830,887.36 5,855,110.23
Other payables Hb TR
Shaanxi Industry BRRE 61,247,157.09 73,980,291.12
Shaanxi Automotive RS EE 36,015,492.90 60,623,678.82
Others Hith 80,335,967.09 72,695,536.12
177,598,617.08 207,299,506.06
Dividends payable BRI
Shaanxi Automotive e 1= 21,070,000.00 2,940,000.00
Long-term payables REAEMAR
Other immaterial associates HibIEE KBS 244,543,982.40 229,501,339.20
Non-current liabilities due within —FEREHNERBER
one year
Other immaterial associates HihIEE KBS 119,882,667.60 126,734,462.40

Other than long-term payables and non-current liabilities due
within one year, amounts due from/to related parties were non-
interest bearing and unsecured. Of which the terms of repayment
for amounts of trading nature will follow the requirement of terms
of trading, while amounts of non-trading nature have no fixed
terms of repayment.

BRHEMR - —FAIHNIERD)
BENRIN - UK e R JT 5RIR
TEAE -~ EEIR - Hep - EHER
MEFRRMEREZIEFRE - FES
EREREEEN
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31 December 2016 (Expressed in Renminbi Yuan)

320

SHARE-BASED PAYMENT

Share-based Payment Project Applicable to Staff
Members of KION

On 1 October 2014, KION GROUP AG introduced a share-based payment
project applicable to KION's staff members in Germany (Project 2014).
Since 1 October 2015, KION GROUP AG introduced its share-based
payment projects applicable to its staff members in Germany, China,
United Kingdom, France and lItaly (Project 2015). On 4 October 2016,
KION GROUP AG introduced its share-based payment project applicable
to its staff members in Belgium, Czech, New Zealand, Poland, Portugal,
Spain and the staff members included in the previous years (Project
2016).Under Project 2016, a staff member may participate in the project
by giving a declaration of acceptance during the period from 5 to 31
October 2016. Only those who have, before the commencement of the
agreement, signed permanent employment contract with KION GROUP
AG and been working for KION GROUP AG for at least one year are
qualified to participate in the project. Currently, KION GROUP AG, 14
German subsidiaries (2015: 12) and 53 overseas subsidiaries (2015:
34) have participated in Project 2016. KION GROUP AG will consider
extending the coverage of project to more countries in the years to come.

Under the share-based payment project for staff members, a participating
staff member will, through a share placement plan, be entitled to one
bonus share, free of charge, to match with every three shares in KION
GROUP AG that have been held for three years. KION GROUP AG is
entitled to provide cash payments in lieu of the grant of bonus shares.
To motivate staff’s participation in this project, KION GROUP AG will
grant a first-time participant, on a free-of-charge basis, one share to
correspond with every 18 shares initially purchased by him/her/it. If the
participant has sold the shares of KION GROUP AG or no longer works
for KION GROUP AG, he/she/it will no longer be eligible for such right to
receive such free-of-charge shares. Fair value of the equity-settled share-
based payment as at each assessment date is assessed using Monte-Carlo
simulation, with the following key parameters for measurement:

Parameters for measurement (EUR) =28 (BoT)

B ISR RMEE(EE)
2016 12A31H (A% T)

T BRIDZ(T

KIONE T2 {J18 B

2014410 A1H » KION GROUP AG 3| —
B AEBE QAR E TKIONE TiHK A
TE B (2014758 ) » KION GROUP AGE 2015
FI0RTBREEMER - BB - E&E X
BEMEAFARNETERE TRMHZH
J5 8 (201578 H ) - 20165F10 A4 H * KION
GROUP AGHE [AILL B ~ #E5¢ « ¥7Fam - K
B BaT AT AAREE S REX:
SABERMEIER—HE TRMHEZMNE
E (2016388 ) - 2016 EEHFWE T A A H
2016F10ASHE3 T HBBER—MEE
BRLEAIEE - RATE SR E BEKION
GROUP AGEE] Tk AEfBER - ELHET
EEL—FENBETIABERMAKRIER - B
AT2: 201618 B BB KION GROUP AG % 14
& (20154 : 121&) =B+ " F53E (2015
& 34ED R LASMGF AR - KION GROUP
AGERENEFEH/ERBEHRIES
HIEUZR ©

BETIRHZNIBEERBERTEHLEE
THHHE=RXKION GROUP AGHKZ i =
FRAEEES —REEATE AR + KION
GROUP AGE #EBBIR X NEREZE T4
fi% ° KION GROUP AG & ¥ B8 T £ H 15
B HEX2EAEENEISVBENS
18X AR EAME R X — XA - INRAIEE 2
23 H & T KION GROUP AGH) A% 3= sk & B
B S ERESEERE - BRTHNEEE
BERO MRS ETEERASE « REE
AFGHAREE BERSEEFE22850T ¢

Dividend yield
Share price of KION GROUP AG on date of grant

M BB E

¥ BKION GROUP AGHZ(E

Project 2016 Project 2015
201635 H 20151 H
0.88 0.88

55.02 41.01
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SHARE-BASED PAYMENT (CONTINUED)
Share-based Payment Project Applicable to Staff
Members of KION (Continued)

Movements in the number of bonus shares granted to staff members of
KION GROUP AG are as follows:

B ISR RMIEE(E)
2016 12A31H (A% T)

T— BRI (48)

KIONE TR ZAJIE B (4)

KION GROUP AGH: T 8 TAL R = ay & Ehan
N

2016 2015
Shares hedlie 9l 201645 20154
Opening balance F B 53,220 29,116
Granted during the year KEERT 15,188 24,504
Lapsed during the year RERK (1,302) (400)
Closing balance FRE 67,106 53,220

In 2016, 15,188 (2015: 24,504) bonus shares were granted by KION
GROUP AG, among which 1,302 (2015: 400) shares have lapsed. In
addition, 2,282 (2015: 8,740) free-of-charge shares have been granted by
KION GROUP AG. As at 31 December 2016, the fair value of the bonus
shares under the project was EUR52.51 per share (2015: EUR 38.57
per share). In 2016, total costs recognized in respect of equity-settled
share-based payments in relation to the project was EUR709,000.00,
equivalent to RMB5,180,521.20 (2015: EUR636,000.00, equivalent to
RMB4,417,656.00).

Share Incentive Scheme Applicable to KION Managers

In March 2016, a Share Incentive Scheme implemented by KION GROUP
AG became applicable to managers with retrospective effect from 1
January 2016, for a term of three years (KION 2016 Senior Management
Long-term Incentive Scheme). At the beginning of the period subject to
appraisal, on 1 January 2016, 180,963 (2015: 228,182) virtual shares
with specific fair value were granted to managers. Such virtual shares
were apportioned in proportion to the total annual remuneration of the
respective managers who were granted such shares.

The remuneration component measured over the long term is based in
equal parts on the total shareholder return (TSR) of KION GROUP AG
shares compared with the STOXX®Europe TMI Industrial Engineering
index as a measure of market performance, and with return on capital
employed (ROCE) as an internal measure. It also depends on the
performance of KION GROUP AG shares during the relevant period.

2016 F » KION GROUP AG #& ¥ 15,188 %
4T A% (20154 : 24,5040% ) » E 1,302 A%
B R (20154 : 4008%) + LS » 20164
KION GROUP AG B2 &8 B 552,282 IR ¥ 2
(20154 : 8,740/%) - B E 2016512 A31
B AEEAKRMNAREEARSERRS2.5
BT (20154F : & %3857 ) ° 2016
. HARBERHEBENNEREENRND X
T HE R H B B 4258 /% B 7T 709,000.00 -+ #T
A AR #5180,521.20 7T (20154 : BT
636,000.00 © #TA AR¥E4,417,656.007T) °

KIONAS IR f #E S B =t 2

2016538 * KION GROUP AGHIAL IR B
BT 8201651718 #£ AH =Fa R
BEhat 21 (KION 2016 F =& K ESENATE) -
fE2016F 1 A1 BEREZIH - LEER
F180,9631 H A FFE A 7t BEK EH R D
(20154F : 228,18217) * ZEHRNDIZBE
7 £ IR 1 3 T AR 1 B B A A F S RO AR FE L 171
HEITHED

KION GROUP AGH) & B3R Bl M9 st 2~ E R
ANAZEREMERE - BIERFTEMHE
& HY STOXX®BX M TMI Industrial Engineering
FEEELLE - AR ARIMEEAE AR HRE
(ROCEMEANEFRTEER - ZFTEEIUAR
KION GROUP AGRXETEAR R A AR R3A ©
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SHARE-BASED PAYMENT (CONTINUED)
Share Incentive Scheme Applicable to KION Managers
(Continued)

The cash-settled share-based payment granted in 2016 is subject to
appraisal for business performance during a period ending 31 December
2018, and the cash-settled share-based payment granted in 2015 is
subject to appraisal for business performance during a period ending 31
December 2017. The cash-settled share-based payment granted in 2014 is
subject to appraisal for business performance during a period ending 31
December 2016, and will be settled in the second quarter of 2017.

At the end of the performance period, the number of the virtual shares
so granted is amended depending on the degree to which the relevant
targets are achieved. The resulting final number of virtual shares
multiplied by the smoothed price of KION GROUP AG shares at the end
of the performance period determines the amount of cash actually paid.
KION GROUP AG has the right to adjust it at the end of performance
period when results or development performance is outstanding. The
maximum amount payable is limited to 200 per cent of the value of the
shares allotted to an individual at the grant date. Fair value of the cash-
settled share-based payment as at each assessment date is assessed using
Monte-Carlo simulation, with the following parameters for measurement:

E28(BIT)

Parameters for measurement (EUR)

B ISR RMEE(EE)
2016 12A31H (A% T)

-I-_ N ﬂRfﬁ&ﬁ ( ne )
KIONZIE B #E B B 5121 (48)

016 ERTHNER S EEMRMN MR
BEEZHRE2018F12A31BE R » 2015
FERTHURGEENRNDINHERE
ZHR 2017912 A31B &R @ 2014F 1%
THIAIRSEFHRO I THES %ﬁﬁﬁﬁ
20165F 12 A31H&R « WHE2017FME
EJES TN

FEEEEZGER  BTERBROOZESIZ
FRADRA B 2 R IR B ITIERT © BRT R
SRR B8 Fe LAKION GROUP AGHE ¥#45%
ZHAN T BRERRAERKERETZ S
B4 % » KION GROUP AGHETEE£E R IR
BEEHMIERL NEERRMARE - B
WX SEUNEBRBRORAETFTEERAALE
E/200% 5 IR - BTP LIRS EE R
DEAREETEBRASE « REEAGT
HAAEE - AEFE28WT

Assessment date on 31 December 2016

Fluctuation of share price of KION GROUP AG
STOXX®Europe TMI Industrial Engineering index

488 [ B 4 2K
REERRK

Risk-free interest rate
Expected dividend yield
Share price of KION GROUP AG at valuation date
Price of STOXX®Europe TMI Industrial Engineering
index at valuation date
REER
60-day-average initial value of shares of
KION GROUP AG
60-day-average initial value of STOXX®Europe TMI
Industrial Engineering index

BRI ER

B AR B

KION GROUP AGH% & &h
STOXX®BUMTMI Industrial
Engineering g EUE &K B)

5F{# HKION GROUP AGR&(E
FE B STOXX®BUMTMI
Industrial Engineering

60H FHIKION GROUP AG

60 B FHSTOXX®BUMTMI
Industrial Engineering

& H20165F12A31H
2016 tranche 2015 tranche
2016158 2015FD%8
30.0% 25.0%
20.0% 20.0%
(0.80%) (0.83%)
0.88 0.88
53.00 53.00
243.00 243.00
43.45 29.06
209.26 200.94
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XI. SHARE-BASED PAYMENT (CONTINUED) +— BRI (£8)

Share Incentive Scheme Applicable to KION Managers
(Continued)

As at 31 December 2016, the fair value of the virtual shares granted
in 2015 was EUR54.00 per share, amounting in aggregate to
EUR10.9 million, equivalent to RMB79,644,120.00 (2015: EUR39.80
per share, amounting in aggregate EUR8,200,000.00, equivalent to
RMB58,180,640.00); the fair value of the virtual shares granted in 2016
was EUR42.86 per share, amounting in aggregate to EUR7.7 million,
equivalent to RMB56,262,360.00.

As at 31 December 2016, accumulated liabilities incurred from the
cash-settled share-based payments amounted to EUR20,600,000.00,
equivalent to RMB150,520,080.00 (31 December 2015:
EUR8,400,000.00, equivalent to RMB59,599,680.00). In particular,
EUR10,900,000.00 belonged to the 2014 tranche, which was equivalent
to RMB79,644,120.00 (31 December 2015: EUR5,700,000.00,
equivalent to RMB40,442,640.00), and EUR7,100,000.00 belonged
to the 2015 tranche, which was equivalent to RMB51,878,280.00(31
December 2015: EUR2,700,000.00, equivalent to RMB19,157,040.00).
EUR2,600,000.00 belonged to the 2016 tranche, which was equivalent
to RMB18,997,680.00.

In 2016, for the tranche granted in 2014, on a pro-rata basis, total costs
recognized in respect of cash-settled share-based payments amounted to
EUR5,200,000.00, equivalent to RMB38,078,560.00 (31 December 2015:
EUR4,100,000.00, equivalent to RMB28,478,600.00). For the tranche
granted in 2015, on a pro-rata basis, total costs recognized in respect
of cash-settled share-based payments amounted to EUR4,300,000.00,
equivalent to RMB31,488,040.00 (2015: EUR2,700,000.00, equivalent
to RMB18,754,200.00). For the tranche granted in 2016, on a pro-
rata basis, total costs recognized in respect of cash-settled share-
based payments amounted to EUR2,600,000.00, equivalent to
RMB19,039,280.00.

KIONKIE B RE B B 5121 (48)

HZE20165F12A31H * 2015 ERTH
ERB D AR EBEASTRS4.00E T @ 42
B{A 1B 7T 10,900,000.00 @ & AR
79644120007%(2015¢ % 39.80 &k
TG+ 48 {8 {E H 5T BT 8,200,000.009T & A
Eﬁ%ssmomooom 2016 FEEFTH
EEBROD AR EBEEAETRI286E T 2
B {8 £ 5T B 7T 7,700,000.00 © T & AR #E
56,262,360.007C °

HE2016F12A318  UBESEEHR
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76(20154F 12 A31H : E(7r8,400,000.00
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20164F @ HR2014F & F &Y D FEIZ L ] A
ReEEMRO X NERNERBBEAET
5,200,000.00 * #T & A K # 38,078,560.00
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FRFOOBIRLOIUR S LEENRNG
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SHARE-BASED PAYMENT (CONTINUED)
Share Incentive Scheme Applicable to KION Executive
Board

As part of the Share Incentive Scheme of KION GROUP AG, members
of the Executive Board were granted virtual shares over a fixed period
of time (2.5 years for the 2013 tranche and 3 years for the tranches in
subsequent years). The remuneration component measured over the
long term of members of the Executive Board is on the same basis of the
share incentive scheme applicable to managers. On 1 January 2016, i.e.
the beginning of the period subject to appraisal, 104,438 virtual shares
(2015:189,075 shares) with specified fair value were granted to members
of the Executive Committee and apportioned in ways stipulated in the
service contract of each member of the Executive Committee.

Given the completion of the long-term target set in the beginning
of the period subject to appraisal in 2013, the first payment of the
2013 tranche, which amounted to EUR10,420,000.00 or equivalent to
RMB70,194,330.00, was completed in April 2016.

The cash-settled share-based payment granted in 2016 is subject to
appraisal for business performance during a period ending 31 December
2018, and the cash-settled share-based payment granted in 2015 is
subject to appraisal for business performance during a period ending 31
December 2017. The cash-settled share-based payment granted in 2014 is
subject to appraisal for business performance during a period ending 31
December 2016. Virtual shares amounted to EUR 9,300,000.00 will be
paid by the above method in spring 2017.

At the end of the performance period, the number of the virtual shares
so granted is amended depending on the degree to which the relevant
targets are achieved. The resulting final number of virtual shares
multiplied by the smoothed price of KION GROUP AG shares at the
end of the performance period determines the amount of cash actually
paid. The Supervisory Board of KION GROUP AG can also use a personal
performance factor with respect to the members of the Executive
Committee to adjust the final payment at the end of the performance
period by +/— 20 per cent. The maximum amount payable is limited to
200 per cent of the value of the shares allotted to an individual at the
grant date. Fair value of the cash-settled share-based payment as at each
assessment date is assessed using Monte-Carlo simulation, with the same
parameters for measurement as the share incentive scheme applicable to
managers.

WEICHAI PowER Co., LTD. e HBRMNBERLAD
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SHARE-BASED PAYMENT (CONTINUED)
Share Incentive Scheme Applicable to KION Executive
Board (Continued)

As at 31 December 2016, the fair value of the virtual shares granted
in 2015 was EUR52.89 per share, amounting in aggregate to EURS.1
million, equivalent to RMB59,185,080.00 (31 December 2015: EUR6.0
million, equivalent to RMB42,571,200.00); the fair value of the virtual
shares granted in 2016 was EUR42.19 per share, amounting in aggregate
to EUR4.4 million, equivalent to RMB32,149,920.00.

Accumulated liabilities incurred from the cash-settled share-
based payments amounted to EUR16,900,000.00, equivalent to
RMB123,484,920.00 (31 December 2015: EUR17,800,000.00, equivalent
to RMB126,294,560.00). In particular, EUR9,300,000.00 belonged to
the 2014 tranche, which was equivalent to RMB67,953,240.00 (31
December 2015: EUR5,300,000.00, equivalent to RMB37,604,560.00);
EUR6,000,000.00 belonged to the 2015 tranche, which was equivalent
to RMB43,840,800.00 (31 December 2015: EUR2,200,000.00, equivalent
to RMB15,609,440.00); and EUR1,600,000.00 belonged to the 2016
tranche, which was equivalent to RMB11,690,880.00.

In 2016, for the tranche granted in 2014, on a pro-rata basis, total
costs recognized in respect of cash-settled share-based payments
amounted to EUR4,000,000.00, equivalent to RMB29,291,200.00 (2015:
EUR3,400,000.00, equivalent to RMB23,616,400.00). For the tranche
granted in 2015, on a pro-rata basis, total costs recognized in respect
of cash-settled share-based payments amounted to EUR3,800,000.00,
equivalent to RMB27,826,640.00 (2015: EUR2,000,000.00, equivalent
to RMB13,892,000.00). For the tranche granted in 2016, on a pro-
rata basis, total costs recognized in respect of cash-settled share-
based payments amounted to EUR1,600,000.00, equivalent to
RMB11,716,480.00.

B ISR RMIEE(E)
2016 12A31H (A% T)

T— BRI (48)
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XI. SHARE-BASED PAYMENT

Share Incentive Scheme Applicable to KION Executive

Board (Continued)

(CONTINUED)

In 2016, the executive board member of the subsidiary of the Company,

KION GROUP AG, joined the share-based incentive scheme. All the

salaries are as follows:

Gordon Riske
Gordon Riske

Bert-Jan Knoef
Bert-Jan Knoef

B ISR RMEE(EE)
2016 12A31H (A% T)

T— BRIN=Z T (48)
KION#{TZ E S REE 8 (&)

MK 20164F + ANA &) ZF A A KION GROUP
AGHMTTEZEEG®LZERHE TRM I &t
2| H2MEHMERLT

2016

20165

Dr Eike Bohm
Eike Bohmf# £

Theodor Maurer ~ Ching Pong Quek
Theodor Maurer HER

Dr Thomas Toepfer

326

Wages, allowances and non-cash benefits

I8 2ENHRE

flaes
Performance-inked bonus Eypngs
Cash settled share option expenses HRSEENRNBEER
Pension contribution BEAEMT

6,004,696.00
5,536,036.80
22,759,262.40
4,635,33240

1,567,079.20

In 2015, the executive board member of the subsidiary of the Company,
KION GROUP AG, joined the share-based incentive scheme. All the

salaries are as follows:

1,567,079.20

5,177,219.60
4122,73640
20,415,966.40
893,381.60

3,815,178.80
2,929,120.00
1,557,129.60
1,135,034.00

Thomas Toepferff+

3,829,824.40
3,163,449.60
15,172,841.60
1,003,223.60

R 20154 + XA 7 Z F A & KION GROUP
AGHIHMTTZEEE®ZERH

E

HE2EHMERmT

7RG XM

20155

Gordon Riske Bert-Jan Knoef Theodor Maurer Ching Pong Quek Dr Eike Bohm Dr Thomas Toepfer
Gordon Riske Bert-Jan Knoef Theodor Maurer Dkl Fike BohmfEL  Thomas Toepfer L

Wages, allowances and non-cash benefits T » B3 E4
Hae® 5,702,666.00 138,920.00 138,920.00 4931,660.00 1,548,958.00 3,591,082.00
Performance-finked bonus Ehpnge 5,522,070.00 111,136.00 111,136.00 3,931,436.00 1,312,794.00 3,160430.00
Cash settled share option expenses RS EEMRNHEER 24,873,626.00 7,390,544.00 7,390,544.00 23915,078.00 1,340,578.00 16,587,048.00
Pension contribution EianE (5 4320,412.00 27,784.00 27,784.00 743,222.00 - 812,682.00
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XII.,COMMITMENTS AND CONTINGENCIES
1. Significant contingencies

B ISR RMIEE(E)
2016 12A31H (A% T)

T2 BGENRNBFEIR

1.

Contracted, but not provided for
Capital commitments BAREGH
Investment commitments BB

EENERER

ERFEEE

2016 2015
20164 20154

1,891,983,933.89  1,733,809,898.35

- 1,300,000.00

1,891,983,933.89  1,735,109,898.35

2. Exposure to Confirmation Risks

Shaanxi Heavy-duty Motor Co., Ltd., a subsidiary of the Company,
entered into a tri-party cooperation agreement with distributors
and endorsing bank. Distributors will deposit guarantee money
of no lower than 30% to the bank and apply for establishment
of bank acceptance bill for the purchase of products of Shaanxi
Heavy-duty Motor Co., Ltd. according to the amount of credit
facility provided by the bank. Shaanxi Heavy-duty Motor Co.,
Ltd. assumes security obligation in favour of the distributors
for the difference between amount of notes and guarantee
money. As at 31 December 2016, open position of outstanding
acceptance bill was RMB2,456,896,778.00 (31 December 2015:

RMB1,013,770,700.00).

3. Business related to finance lease company

Shaanxi Heavy-duty Motor Co., Ltd., a subsidiary of the Company,
entered into a cooperation agreement with Shanzhong Finance
Leasing Co., Ltd.. It is agreed by and between the two parties that
Shanzhong Finance Leasing Co., Ltd. shall provide finance lease
service to Shaanxi Heavy-duty Motor Co., Ltd. or its distributors.
Shaanxi Heavy-duty Motor Co., Ltd. shall provide joint liability
guarantee in respect of the leasee’s failure to pay the instalment
payments and interests under the finance lease. As at 31
December 2016, risk exposure in respect of possible guarantee
for joint liabilities was RMB922,960,000.00 (31 December 2015:

RMB728,010,000.00).

RAE 2O Rk
RABZFRRIRAER SEBRA
ARG C AT AERI =
BEMZ - CHEBRRITFEATER
30%WIRES - RIBERITHTH—F
ER%EE PR RITALESZHA
REERAENTEEBRARER
PREAER R E AR A E AL HEmRE
ZESEHRRES ZMEBENRIUR
BEME - B E20165F12A310 » 4
REHHNALEZHROEAARE
2,456,896,778.00 7t (2015 4 12 A 31
B AR®1,013,770,700.007T) °
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COMMITMENTS AND CONTINGENCIES
(CONTINUED)
4, Guarantee

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)
- -AGENHIEBIA(FE)
4. ERBHE
2016 2015
20164 20154

Loan guarantee fBRER
Other guarantee HAER

629,824,239.60
31,755,352.80

166,971,341.60
48,148,027.20

661,579,592.40 215,119,368.80

SUBSEQUENT EVENTS

Profit distribution

On 29 March 2017, the Company’s 2016 profit distribution proposal
was approved by the Company’s 5th meeting of the fourth session of
the Board: the Company proposed the distribution to all shareholders
of a cash dividend of RMB2.50 (including tax) for every 10 shares held
and an issuance of 10 bonus shares (including tax) for every 10 shares
held, based on the total share capital of 3,998,619,278 shares, without
any capitalisation of reserve. Completion of the proposal is subject to
the consideration and approval by the 2016 Annual General Meeting,
the first Class Meeting of the A Shareholders in 2017 and the first Class
Meeting of the H Shareholders in 2017.

Significant credit facility

In January 2017, the comprehensive facility agreement of KION Group
AG, a subsidiary of the Company, was extended for one year. As such,
the revolving credit facility in the amount of EUR1,150 million under the
agreement will be valid until February 2022.

On 4 July 2016, in connection with the acquisition of Dematic, KION
Group AG entered into financing agreements with various banks. Under
the agreements, there were three tranches of bridge loans with different
amounts and maturities, comprising the first tranche in the amount of
EUR343.2 million which will mature in February 2018, the second tranche
in the amount of EUR1,200 million which will mature in November 2018,
and the third tranche in the amount of EUR1,000 million which will
mature in November 2021. In February 2017, KION Group AG conducted
a refinancing in the form of coupons in the amount of EUR958 million
for the full repayment of the aforesaid first tranche of loan and partial
repayment of the second tranche of loan, settling EUR343.2 million and
EUR611.8 million respectively. The coupons issued will be repaid on a
one-off basis on the maturity dates, namely May 2022, April 2024 and
April 2027 respectively. Upon maturity, coupon interest will be paid at
fixed or floating rates. Such coupons are unsecured.
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KIII, SUBSEQUENT EVENTS

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

(CONTINUED)
Investment

On 20 March 2017 (United States time), the Company approved the
entering by Weichai America Corp, a wholly-owned subsidiary of the
Company, into an equity purchase agreement with Power Solutions
International Inc. for the purchase of 2,728,752 ordinary shares and
2,385,624 preferred shares (convertible into 4,771,248 ordinary shares
in the future) of the company, with an expected investment amount of
USD60 million. Upon full conversion of the aforesaid preferred shares
into ordinary shares, the Company will, through Weichai America Corp,
hold shares representing 40.71% of the total issued share capital of
Power Solutions International Inc.. Completion is expected to take place
in March 2017.

XIV.0OTHER SIGNIFICANT EVENTS

1. Leases

As the lessor

Finance leases: As at 31 December 2016, the balance of unrealized
finance income is RMB557,698,816.80 (31 December 2015:
RMB511,159,493.60) and is apportioned to the leasing period using
effective interest rate method. Pursuant to the leasing contract
signed with the lessee, the minimum lease receivables under non-
cancellable leases are as follows:

B ISR RMIEE(E)
2016 12A31H (A% T)

= EE8EREERSIIAGE)

RESHE

EHEH2017F3H208 - ARFBES
& TN A) L L 3 A 7] 2 Power Solutions
International Inc. 2 ZEREEE Wz BE
H 2,728,752 I & A% [ 2,385,624 1% 12 o iR
(RIRAJ$2H 54,771,248 L@ ) - TEAT
BRIGESREANTEEL o LELEREH
i ST ERE  ARESRBHEIEER
A3 A Power Solutions International Inc.3%17
BRRAH40.71% MR (D - REISZIHFEFE
—T—+F= APRTEK °

10 - Hth&8 B EI8
1. HE&E
TERMH A
mEME : N2016F12A831H

AEERERSZNBEAEARE
557,698,816.80 yr ( 2015 & 12 A 31
B : AERE#®511,159,493.607T) * £
BEBRMRAEREHANSELHRME
TnE o RIEEARARIINEES
A O REEENRKEE WRE
I

2016 2015
20164 20154

Within 1 year (including 1 year) 1ERAR(E14F)
1-2 years (including 2 years) 1FE2F(52F)
2-3 years (including 3 years) 2EE3IF(53F)
Over 3 years 3FEMN

1,648,406,773.20
1,581,580,915.52
1,207,682,388.34
1,465,281,745.74

1,495,781,683.20
1,351,096,364.80
1,048,003,611.20
1,254,587,454.40

5,902,951,822.80

5,149,469,113.60

For fixed assets leased out under operating lease, refer to Note V.16.

KREBHETEEE 2RK=n0 160
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XIV.OTHER SIGNIFICANT EVENTS

330

(CONTINUED)

1.

Leases (Continued)
As the lessee

Finance leases: As at 31 December 2016, the balance of
unrecognised finance costs is RMB829,320,316.30 (31 December
2015: RMB714,146,070.40) and is apportioned to the leasing
period using effective interest rate method. Pursuant to the leasing
contract signed with the lessor, the minimum lease payables under

non-cancellable leases are as follows:

B ISR RMEE(EE)
2016 12A31H (A% T)

th - HithE 2 SEIA(18)

1. HEE)
1EAETFAN

mEMEE : R2016F12H318 -

ARABEERANBEARARE
829,320,316.30 7t ( 2015 4F 12 A 31
B AR#714,146,070.407T) » ¥
BEBAEEAERERANSELHRME
To# o REBEHBARITNEES
B NAEEEENREREN KB
T

2016 2015
20164 20154

Within 1 year (including 1 year)
1-2 years (including 2 years)
2-3 years (including 3 years)
Over 3 years

1FEAR(E1E)
1FEE2F(F26)
2FEE3IF(E3F)
3EP

3,403,287,866.69
3,472,107,820.23
2,337,788,583.43
2,466,112,967.99

2,893,365,798.40
2,794,792,184.80
1,993,673,152.80
2,218,172,376.00

11,679,297,238.34  9,900,003,512.00

For fixed assets leased in under finance lease, refer to Note V.16.

Material operating lease: Pursuant to the leasing contract signed
with the lessor, the minimum lease payables under non-cancellable

leases are as follows:

REBABEEE 28K=R 160

BAKLHE  RIFEBHEARTHN
HEAR  TAABEAENRERE
T

Minimum lease payments

RIEHETRE

2016 2015
20164 20154

Within 1 year (including 1 year)
1-2 years (including 2 years)
2-3 years (including 3 years)
Over 3 years

1FELR(E1E)
18226 (529F)
2FEE3IF(E3F)
3FLAE

661,006,076.20 510,924,089.68
550,009,864.73 422,901,780.62
391,822,710.14 300,222,061.54
1,144,213,118.65 818,467,729.70

2,747,051,769.72  2,052,515,661.54

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

2.

SEGMENT REPORTING

Operating segments

The Group organizes and manages its operating business in
accordance with the nature of business and provision of products
and services. Each operating segment of the Group is one
operating group, providing products and services with risks and
rewards different from those of other operating segments.

The details of operating segments are as follows:

(@  manufacturing and sale of diesel engines and related parts
(“Diesel engines”);

(b)  manufacturing and sale of automobiles and major
automobile components other than diesel engines
(" Automobiles and other major automobile components”);

(0 manufacturing and sale of other automobile components
(“Other components”);

(d)  provision of import and export services (“Import & export
services"”);

(e)  Forklift trucks production, warehousing technology and
supply chain solution services (“Forklift trucks and supply
chain solution”).

B ISR RMIEE(E)
2016 12A31H (A% T)

th - HithE 2 HIA(1E)

S

PR E
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XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

332

2.

WEICHAI PowER Co., LTD.

SEGMENT REPORTING (Continued)

Operating segments (Continued)

Management monitors the results of operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit, which is a measure
of adjusted total profits. The adjusted total profits are measured
consistently with the Group’s total profits, except that interest
income, finance expenses, investment income, dividend income,
gains from changes in fair value of financial instruments as well as
head office expenses are excluded from such measurement.

Segment assets exclude equity investments at fair value through
profit or loss for the current period, derivative instruments,
dividends receivable, interests receivable, available-for-sale financial
assets, long-term equity investments, goodwill, deferred tax
assets and other unallocated head office assets as these assets are
managed on a group basis.

Segment liabilities exclude derivative instruments, borrowings,
income tax payable, deferred tax liabilities and other unallocated
head office liabilities as these liabilities are managed on a group
basis.

Inter-segment transfers are transacted with reference to the prices
used in the transactions carried out with third parties.

AR NBRMERLT
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

2.

SEGMENT REPORTING (Continued)
Operating segments (Continued)

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

+
=
\

S

ﬂkl’

72 HBER
oy

)1

r= =3
=
v

A

thSERFIA(1E)
(&)

/)7 (/45

Automobiles
and other major
automobile Other Import & Forklift trucks and
Diesel engines components components export services supply chain solution
FEREBIE ER
£3:1 RESHE EHORE BEEEARR
2016 0165
Segment revenue: A
Sale to external customers NEEFHE 18,463,189,366.08 31,545,481,102.61 1,998,542,946.05 113,326,626.77 41,062,981,343.03 93,183,521,384.54
Inter-segment sale AHREE 6,357,716,808.75 521368 1,079,458,822.61 28,654,798.33 - 7,465,835,643.37
Total & 24,820,906,174.83 31,545,486,316.29 3,078,001,768.66 141,981,425.10 41,062,981,343.03 100,649,357,027.91
Adjustment: HE:
Elimination of inter-segment sale EEnTEEE (7,465,835,643.37)
Revenue WA 93,183,521,384.54
Segmentresls HHgH 29708602994 (256,078,16004) (250,070,869.32) 1043915482 201551153655 449066196125
Adjustment: HE:
Elimination of inter-segment results BHIDHEE (294,021,604.81)
Interest income LN 791,203,913.76
Dividend income and unallocated income ~~ [REMARF ARG 791,586,135.40
Corporate and other unallocated expenses A2 REMAARRAT (151,756,835.56)
Finance expenses B (990,026,798.60)
Profit before tax TR 4,637,646,771.44
31 December 2016 0165128318
Seqent asels HPEE 26,992,337,168.54 24,859,881,95244 15,104527,870.09 614797862490 TIAN9082297 4630601647894
Adjustment: HE
Elimination of inter-segment assets ERABRAE (13,956,301,568.13)
Corporate and other unallocated assets PEREMRAREE 31,640,965,618.13
Total assets HaEE 163,090,680,528.94
Segment liabities AHEE 16,111,956,906.41 21,781,738,673.45 7,355,196,028.18 487,298,077.06 31,295,857,375.20 77,038,047,060.30
Adiustment: HE:
Elimination of inter-segment liablities EEABEaE (9,012,678,315.46)
Corporate and other unallocated ligbiltes ¥ REMFATLER 51,403,641,924.88
Total liabilties BEfE 119,429,010,669.72
2016 20165
Other segment information: EABEH
Share of profit and loss from: AR W REE
Gain/(loss) from associates Berg/(B%) 36,075,296.33 (29,469,794.17) - 156,716.09 80,488,739.06 87,250,957.31
Reversallloss) of impairment of inventories ~ ZEHESE,/(B%) (76,657,219.59) (307,698,934.31) (7,397,198.36) (1,558,240.21) (107,175,842.96) (500,487,435.43)
Reversalloss) of impairment of accounts  FEMRAN I Lt AR 3red
receivable and other receivables 86/(B%) (8,141,938.58) (143,024,892.08) (2472,133.01) 2423119 (49,776,505.40) (203,391,237.88)
Reversalloss) of impairment of FRBEERESE/(BX)
non-current assets (2,085,443.66) (24,000,000.00) (249,310,454.60) - - (275,395,898.26)
Depreciation and amortzation TERRE (857,735,340.16) (981,757,232.24) (198,116,876.11) (25,658,551.92) (3,963,569,410.52) (6,026,837,410.95)
Gain/(loss) from disposal of fised assets EREERENG/ (B%) 12,518,657.38 (15,938.50) (6,696,668.31) 114.09 55267291 6,358,837.63
Gainfoss) rom disposal of intangble assets & AZERENS/(B2%) - - - - - _
Investment in associates and jointly REEREERRNEE
controlled enterprises 612,503,306.14 465,689,452.01 - 37,060,314.34 429,717,119.36 1,544,970,791.85
Capital expenditure BREY (303,891,925.12) (671,812,706.04) (351,531,162.22) (2,204,559.41) (5,438,358,080.40) (6,767,798,433.19)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
o) =
XIV.OTHER SIGNIFICANT EVENTS T HithS2FIA(4)
(CONTINUED)
. INE =
2. SEGMENT REPORTING (Continued) 2. DEbERE (&)
Operating segments (Continued) ARE S
Automobiles
and other major
automobile Other Import & Forklift trucks and
Diesel engines components components export services  supply chain solution Total
ﬁﬁ&ﬁf@i? NER
Stk RETHHE EtEHH EHORE HERERAR Bit
2015 20155
Seqment revenue: AEUA -
Sale to external customers IMIRFHE 13,856,742,155.35 22,887,613,239.38 1,807,881,511.76 127,424,155.42 35,488,079,494.00 74,167,740,555.91
Inter-segment sale AHHEEE 3,533,770,893.28 - 1,077,699,078.69 31,013,683.48 - 4,642,483,655.45
Total At 17,390,513,048.63 22,887,613,239.38 2,885,580,590.45 158,437,838.90 35,488,079,494.00 78810,224,211.36
Adjustment: HE
Elimination of inter-segment sale BRI UmEEE (4,642,483,655.45)
Revenue WA 74,167,740,555.91
Segment results PH%E 1,522,353,421.58 (504,145,202 40) (25,040,400.31) (60,423,337.86) 1,948,589,164.00 2,881,333,645.01
Adjustment: R
Elimination of inter-segment results ~ H#AHREEE 108,474,642.30
Interest income FlEA 915,720,889.55
Dividend income and unallocated REMARAP M
income 808,737,334.13
Comorate and other unallocated £ REMAATHR
expenses (190,500,931.90)
Finance expenses BIHA (1,397,863,973.61)
Profit before tax TRAIE 3,125,901,605.48
31 December 2015 20158128318
Segment assets PHEE 21,111,090,626.18 21,676,364,487.36 11,614,982,630.41 6,591,253,116.32 36,464,314,470.54 97,458,005,330.81
Adjustment: g
Elimination of nter-segment assets ~ EHATHEE (10,021,867,106.57)
Corporate and other unallocated assets A% REMAATEE 28,404,305,977.08
Total assets BEE 115,840,444,201.32
Segment liabilities HHafkE 10,260,459,640.27 15,581,716,794.59 7,657,624,815.18 674,649,449.64 22,685,780,958.40 56,860,231,658.08
Adjustment: g
Elimination of inter-segment liabiities A& fE (8,864,846,861.18)
Coporateand other unallocated ~~ AEREHAAR AR
ligbilities 25,908,073,453.32
Total liabilities ok 73,903,458,250.22
2015 2158
Other segment information: EWAHEH :
Share of profit and loss from: TR ARRIBRER :
Gainfloss) from associates Betshs/(B%) (16,196,195.63) (31,255,022.41) - 22091688 79.411,19081 3),180,889.65
Reversallloss) of impairment of HERESR/(BX)
inventories (23,961,552.71) (104,622,784.83) (655,959.45) (975,889.61) (54,484,424.00) (184,700,610.60)
Reversalloss) of impaiment of B RE
accounts receivable and other EER/(B%)
receivables 1,484,935.40 (115,553,763.24) (1,470,852.97) (184,320.82) (57,519,826.00) (173,243,827.63)
Reversallloss) of impairment of FREEENE
non-Cuent assets £0/(8%) (3,000,000.00) (6,637,369.07) - - (28,284,112.00) (37921,481.07)
Depreciation and amortization FEREH (845,929,743.22) (956,977,770.10) (184,200,238 47) (25,782,852.69) (3,361,092,994.00) (5,373,983,598.48)
Gain/(loss) from disposal of fixed assets BT AERERS/(BK) 12,699,756.92 4,955,150.73 (138,404.29) 167.78 (2,771,454.00) 14,745217.14
Gain/{loss) from disposal of intangible &/ AERERNE/ (B%)
assets - 1,252,463.67 - - - 1,252,463.67
Investment in associates and REERAE RN
jointly controlled enterprises 516,578,752.01 500,760,648.66 - 34,876,194.36 394,934,571.15 1,447,150,166.18
Capital expenditure EAER (1,010,160,552.13) (979,399,961.35) (346,202,610.29) (8,895,732.77) (4,708,860,104.00) (7,053,518,960.54)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)
XIV.0THER SIGNIFICANT EVENTS 10 Hih&E2EHI8 (1)
(CONTINUED)
2.  SEGMENT REPORTING (Continued) 2. DEPERE (&)
Group information FEEE
Information about products and services EmME 5B
Revenue from external transactions HHINZ Z A
2016 2015
20165 20154
Complete vehicles and key components EE N ERET I 37,485,531,426.96 26,751,074,280.85
Non-automobile engines JETE A 6,632,102,155.29  4,067,451,221.01
Other non-major automobile components HibIEEZ )BT M 4,776,948,770.74  4,409,349,371.17
Forklift trucks and supply chain solution XE R EHERIR G R 41,062,981,343.03 35,488,079,494.00
Others Hth 3,225,957,688.52 3,451,786,188.88

93,183,521,384.54 74,167,740,555.91

Geographic information HIE(E B
Revenue from external transactions HINZ BN
2016 2015
20164 20154
China FR B K e 48,804,399,222.66 33,972,377,776.91
Other countries and regions H B K A3 44,379,122,161.88 40,195,362,779.00

93,183,521,384.54 74,167,740,555.91

Revenue from external transactions is attributable to the areas WHNZ S A GBR R P ATREE
where customers are located.

Total non-current assets IR BB EARRE
2016 2015
20165 20154
China FR B K e 17,835,356,526.53 18,680,540,086.07
Other countries and regions H b B R A & 61,168,233,182.85 31,347,383,005.54

79,003,589,709.38 50,027,923,091.61

Non-current assets are attributable to the areas where the assets NP EERBNZEAEMER -
are located, excluding financial assets and deferred tax assets. TEESMEEMELEMSHEE -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

2.

SEGMENT REPORTING (Continued)

Group information (Continued)

Information about major customers

Revenue of RMB3,002,580,813.97 (2015: RMB1,856,614,955.55)
was derived from sales by Diesel engines segment and Automobiles
and other major automobile components segment to a single
customer, including sales to a group of entities which are known
to be under common control by that customer.

COMPARATIVE FIGURES

As set out in VI. The Change in Scope of Consolidation, the
merger and absorption of Weichai (Weifang) Medium-duty Diesel
Engine Co., Ltd. during the year, which is considered a business
combination under common control, has been accounted for
as if it had been consolidated as at the beginning of the period
pursuant to the “Accounting Standard for Business Enterprises No.
20 — Business Combination” ({42 & 5 #E RIS 2058 — KA 6)),
and opening data are dealt with on a retrospective basis.
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1.

WEICHAI PowER Co., LTD.

Cash and cash equivalents

Cash at bank EfFRE
Bank deposits RITIFH
Other cash equivalents HinEBES

B ISR RMEE(EE)
2016 12A31H (A% T)

th - HithE 2 SEIA(18)

%B#ﬁi(na)
FEZE (&)
FEXFEE
EEIWA AR 3,002,580,813.97 T
(20154 : AR *1,856,614,955.55
JC) R B RS M 5 ZR A8 R B 3
ZTBEERHHBEHE-—BEREF (R
REMZZEFES TOME X8
A e

LEEREE

MRS - AGFEENEE A - K

i/\fﬁ%ﬁ C(HEYT) RELSOH AR A
C REEH T EERAH  ERE

<<¢¥A‘ ERIZE205% —BEA PR

REEMASHRERETT T RE

MEREEN T HEE -

nIE2HMBHRERIAB TR

45,7,#};5%

2016 2015
20164 20154

260,232.34 231,540.67
9,744,015,449.37  12,429,138,306.98
15,182,560.49 18,316,956.61

9,759,458,242.20 12,447,686,804.26

As at 31 December 2016, the cash and cash equivalents of the
Company under restriction amounted to RMB15,182,560.49 (31
December 2015: RMB18,316,956.61).

Interest income accrued on demand deposits at banks at interest
rates applicable to demand deposits. Fixed deposits with short
maturities were on terms ranging from 7 days to 12 months.
Interest income accrued at the interest rates applicable to the
respective fixed deposits, and in accordance with the cash
requirements of the Company.

AR NBRMERLT

R2016F 12 A31H » KA a W AT
EREXIRBRINEEESABARE
15,182,560.497C (2015412 A31H
AR#18,316,956.617T) °

RITIA B FIRRIRTTE B 3R &
HSHBUA o 52 HIE BTF SR 17 5K
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
31 December 2016 (Expressed in Renminbi Yuan)

XV. NoTES TOoO KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)
2. Notes receivable

B ISR RMIEE(E)
2016 12A31H (A% T)

th R X2 HRKRIABRE (8)
2. RBWRE

2016 2015
20165 20154

Bank acceptance bills SRITACLESR

14,623,284,642.83 6,890,636,874.68

Among which, notes receivable that were pledged are as follows:

Hep EEFNRKREDT

2016 2015
20165 20154

Bank acceptance bills SRITHAEE

5,683,731,002.77  2,736,942,805.34

Notes receivable that were endorsed but no yet expired as at the
balance sheet date are as follows:

EEEEHEERBRAMAKIHN
FEMEIRIAT

2016 2015
20165 20154

Derecognition Derecognition
TR 2 FRERR

Bank acceptance bills FRITACH SR

560,230,360.23 357,069,766.60

As at 31 December 2016 and 31 December 2015, the Company

has not transferred any notes into accounts receivable due to
issuers’ failure in performance.

As at 31 December 2016, receivables with carrying
amount of RMB5,683,731,002.77 (31 December 2015:
RMB2,736,942,805.34) were under restrictions.

R20164%12 A31HFM2015412 A 31
B ARRERHEAENBHME
=g SRR RIE

M2016512A318  RAEEARE
5,683,731,002.77 7t (20154 12 A 31
B : AR#%2,736,942,805.347C) fEUR
SRAMAREZ IR o
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B ISR RMEE(EE)
2016 12A31H (A% T)

FINANCIAL STATEMENTS (CONTINUED)

3.

Accounts receivable

The Company’s trading terms with its customers are mainly on

credit except for new customers, where payment in advance or
cash on delivery is normally required. The credit period of accounts
receivable is generally one to six month. Accounts receivable is

non-interest bearing.

An aging analysis of accounts receivable based on the invoice date is

presented as follows:

th R X2 FHRKRIAB R (48)

FE U AR R
ARRBREFHNE B RFAGEAR
HRE  B—REFHFELENKHL
RRERINRDET  ERAMBEE
A1-6f8 7 o EUARFRAL TS o

BERAZE A - BEERRER ST
I

2016
20164

2015
20154

Within 3 months

3 months-6 months
6 months-1 year

1 year-2 years

2 years-3 years
Over 3 years

3ME A AR
3@ B =6fE A
6EAZE1F
1FE26F
2EFEFE3F
3FEME

745,736,681.61
157,688,734.51
176,066,775.12
50,083,401.42
10,998,096.14
3,683,150.03

434,009,883.95
166,801,209.83
55,828,148.82
15,510,762.24
164,500.00
3,518,650.03

Less: Provision for bad debt for

accounts receivable

R ENR SRR

1,144,256,838.83 675,833,154.87

59,650,280.52 35,230,830.42

1,084,606,558.31 640,602,324.45

Changes in provision for bad debt for accounts receivable are

presented as follows:

FEURSIRRRERR ZEN T

2016
20165

2015
20154

Opening balance FHEREE 35,230,830.42 52,183,546.35
Provision for the year REETR 24,419,450.10 =
Reversed during the year ZN B ] - (16,952,715.93)
Closing balance FRE 59,650,280.52 35,230,830.42

WEICHAI PowER Co.,

LTD.

AR NBRMERLT
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XV. NoTES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

3. Accounts receivable (Continued)

Individually significant items for BRESHEEATER
which provision for bad debt is TERERER

recognized separately

Items for which provision for RERRRFHAA

B ISR RMIEE(E)
2016 12A31H (A% T)

th R E 2 FHRKRIAB R (48)
3. FEWIRF (&)

2016
20165
Provision for
Proportion bad debt provision
4'1] BRER LAl
(%) (%)

Proportion of

bad debt is recognized by creditrisk  FHRZERER
characteristics 1,144,256,838.83 100.00 59,650,280.52 5.21
Not individually significant items for ~ EIBGEHETEA
which provision for bad debt is BEBEHRRRER
recognized separately - - - -
1,144,256,838.83 100.00 59,650,280.52
2015
2015%
Provision for Proportion of
Amount Proportion bad debt provision
fac st/ R SHELLA
(%) (%)
Individually significant items for BESCBEEAVER
which provision for bad debt is HERREE
recognized separately - - - -
Items for which provision for ZERRREHES
bad debt is recognized by credit risk  FHREER%EE
characteristics 675,833,154.87 100.00 35,230,830.42 5.21
Not individually significant items for ~ BEBESEHFEX
which provision for bad debt is (BEIEHEEEEE
recognized separately - - - -
675,833,154.87 100.00 35,230,830.42

As at 31 December 2016, there was no individually significant
accounts receivable for which provision for bad debt was

recognized separately (31 December 2015: Nil).

MR20165F12A31H @ EEIFESGEEE KX
W B IHFHE R R EH R YR FIE R
(20154128318 : #&) -
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B ISR RMEE(EE)
2016 12A31H (A% T)

th R X2 FHRKRIAB R (48)

FINANCIAL STATEMENTS (CONTINUED)

3.

Accounts receivable (Continued)
Account receivables of which provision for bad debts is made

according to aging analysis by the Company are as follows:

Proportion
i BRER
(%) (%)

FEUR BR X (48)
AR RHRFIBRE A TS HR R
PREERRE R AT

2016
20165
Provision for
bad debt

Proportion of
provision

FHRELAl

Within 1 year (B 1,079,492,191.24 94.34 50,212,635.64 4.65
1-2 years 1226 50,083,401.42 4.38 3,834,807.24 1.66
2-3 years 283% 10,998,096.14 0.96 2,001,937.61 18.20
3-4 years 3-4F 164,500.00 0.01 82,250.00 50.00
Over 5 years SEME 3,518,650.03 0.31 3,518,650.03 100.00

1,144,256,838.83 100.00 59,650,280.52

2015
2015%

Provision for Proportion of
Amount Proportion bad debt provision
ki 54l BRER gl
(%) (%)
Within 1 year 1ELAR 656,639,242.60 97.16 29,685,681.94 452
1-2 years 1226 15,510,762.24 2.30 1,977,148.45 12.75
2-3 years 253F 164,500.00 0.02 49,350.00 30.00
Over 5 years S L 3,518,650.03 0.52 3,518,650.03 100.00

675,833,154.87 100.00 35,230,830.42

WEICHAI PowER Co., LTD.

As at 31 December 2016, the top five balances in respect
of accounts receivable had a total closing balance of
RMB846,384,667.82, accounting for 73.97% of the total of
closing balance of accounts receivable. The closing balance
in respect of bad debt provided for the top five amounted to
RMB46,059,178.14.

As at 31 December 2015, the top five balances in respect
of accounts receivable had a total closing balance of
RMB288,777,183.40, accounting for 42.73% of the total of
closing balance of accounts receivable. The closing balance
in respect of bad debt provided for the top five amounted to
RMB14,438,859.17.

AR NBRMERLT

MR2016512A318 - BEAIAEHN
BREFRNFERBBETABARE
846,384,667.82 7T © 15 FEU IR FF K
FREAARTEMLL B A73.97% @ ZATR
BHEEEHRMIBREBFRBEAA
R#46,059,178.147T °

M2015E12 8318 » #FEMEELHN
BURERNFRBBEETAARE
288,777,183.407T ' {h FE UM BR FNE R
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XV. NoTES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

4. Other receivables

An aging analysis of other receivables is presented as follows:

B ISR RMIEE(E)
2016 12A31H (A% T)

th R E 2 FHRKRIAB R (48)

4., HAEWER
E R RBRER DT T ¢
2016 2015
20164 20154

Within 1 year
1-2 years
3 years

1 LAR
1826
3FLAF

1,490,409,553.36  1,870,123,520.79

22,855,052.76 39,191,603.76

Less: Provision for bad debts in respect of
other receivables

1,513,264,606.12  1,909,315,124.55

B E UG AR

24,200,665.63 37,186,694.85

Closing balance

FRE

1,489,063,940.49 1,872,128,429.70

Changes in provision for bad debts in respect of other receivables

are as follows:

HAbERSORAREFANE BT

2016
2016

2015
20154

Opening balance FE 37,186,694.85 32,250,189.05
Charge during the year REEER - 4,936,505.80
Reversed during the year N FEEE O] (12,986,029.22) -
Closing balance FREY 24,200,665.63 37,186,694.85

2016 2015
20165 20155
Provision for  Proportion of Provision for  Proportion of
Amount  Proportion bad debt provision Amount ~ Proportion bad debt provision
Ea b4/] BRER R &8 Sl SHRER i)
(%) (%) (%) (%)
Individually significant items for  EESBEAT
which provision forbad debt ~ EXE:HEZRERE
is recognized separately - - - - - - - -
Items for which provision for ~ ZiERER K4
bad debt i recognized by BRIREAEER
credit risk characteritics 1,513,264,606.12 100.00  24,200,665.63 160 1,909,315,124.55 100.00  37,186,694.85 195
Not indivicually significant items  EBESBHTEAR
for which provision for bad debt {8%8’%5HR
is recognized separately BREE - - - - - - - -
1,513,264,606.12 100.00 24,200,665.63 1,909,315,124.55 100.00 37,186,694.85
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B ISR RMEE(EE)
2016 12A31H (A% T)

th R X2 FHRKRIAB R (48)

FINANCIAL STATEMENTS (CONTINUED)

4. Other receivables (Continued)

Other receivables of which provision for bad debts is made
according to aging analysis by the Company are as follows:

4. EEYER(E)
ARRFRAKRE D AR ERER
B EAf R KR IE AT

2016 2015

20165 20158
Provision for  Proportion of Provision for  Proportion of
Amount  Proportion bad debt provision Amount Proportion bad debt provision
kit ] 7] BREE  REA 28 fl SEEE AR
(%) (%) (%)
Within 1 year MR 1,490,409,553.36 98.49 1,345,792.87 0.09 1,870,123,520.79 97.95 1,513,680.65 0.08
1-2 years 152F - - - - - 0.00 - -
23 years 253E - 0.00 - - - 000 - -
34 years 3R4E - 0.00 - - 318626853 017 1,593,134.27 50.00
45 years 435% 900.00 0.00 720.00 8000  9,627,276.48 0.50 7,701,821.18 80.00
Over 5 years SELLE 22,854,152.76 151 22,854,152.76 10000 26,378,058.75 138 26,378,058.75 100.00
Total CEl 1,513,264,606.12 100.00  24,200,665.63 160 1,909,315,124.55 10000  37,186,694.85 195

Other receivables by nature are as follows: HAbEWGIREE SR T

2016 2015
20165 20154

Advance to subsidiaries

FATE SR 1,466,779,138.01  1,845,250,897.70

Corporate lending and payment on behalf

Reserve fund
Others

B
HAl

EEEER AR

22,242,510.21
7,473,186.37
16,769,771.53

38,978,973.59
19,082,575.52
6,002,677.74

1,513,264,606.12

1,909,315,124.55

WEICHAI PowER Co.,

LTD.

AR NBRMERLT
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Other receivables (Continued)
As at 31 December 2016, the top 5 other receivables are presented

XV. NoTES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

as follows:
Percentage of
total other
Closing balance receivables
fhEAE
R ERER
AFHELLA
(%)
Weichai Power (Weifang) Casting Co., Ltd.  1,456,237,698.72 96.23
M () RRER AR
Hangzhou Hongyuan Machinery 9,203,387.08 0.61
Manufacturing Co., Ltd.
MMBREH AR
Xinjiang Machinery Equipment Import 6,350,399.53 0.42
& Export Co., Ltd.
AREREE LN ER AR
Zhuzhou Torch Machinery Manufacturing 6,240,954.85 0.41
Co., Ltd.
RN ERRRERRERERR
Dongfeng Motor Company Limited 2,922,000.00 0.19
Equipment Manufactory
REAERRARRBEER
1,480,954,440.18 97.86

B ISR RMIEE(E)
20164 12H31H(ARKT)

th R E 2 FHRKRIAB R (48)

4., HuEWE(E)
2016128318 - Ef el & 58
BIARMAT :

Advance to subsidiaries
FRRERER
Corporate lending and
payment on behalf
EREERRANK
Corporate lending and
payment on behalf
EEEERRAAR
Advance to subsidiaries
FRAREER

Others
Hits

Within 1 year
1F R

Over 5 years
SENE

Over 5 years
SEHRE

Over 5 years
SENE

Within 1 year
1B R

Closing balance of

provision for
bad debts

BR%EE
FRBE

9,203,387.08

6,350,399.53

6,240,954.85

146,100.00

21,940,841.46
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4.

344

Other receivables (Continued)
As at 31 December 2015, the top 5 other receivables are presented

B ISR RMEE(EE)
2016 12A31H (A% T)

th R X2 FHRKRIAB R (48)

4., HupEW(E)
2015128318 » Eh el & 58

WEICHAI POWER Co., LTD. HLahhiRMNBERLAD

as follows: RIEAMT
Percentage of Closing balance of
total other provision for
Closing balance receivables  Nature Age bad debts
fhE A
YoRereE IR
ERHE AAtEmLg  HE i ERHE
(%)
Weichai Power (Weifang) Casting Co., Ltd. 1,845,250,897.70 96.64  Advance to subsidiaries Within 1 year -
S (8 BRERAA FRAERER 1ELAR
Weichai Power (Chongging) Western 12,808,968.39 0.67  Advance to subsidiaries 3-5 years 9,292,667.14
Development Co., Ltd. FAREER 3E5F
S (ER)BHERERAF
Zhuzhou Torch Machinery Manufacturing 9,773,085.84 0.51  Advance to subsidiaries Over 5 years 9,773,085.84
Co., Ltd. FRAERR SEME
RN ER AR REERT
Hangzhou Hongyuan Machinery 9,203,387.08 0.48  Corporate lending and Over 5 years 9,203,387.08
Manufacturing Co., Ltd. payment on behalf S5EME
MMBRER AR LEERIRAMR
Xinjiang Machinery Equipment Import 6,350,399.53 033 Corporate lending and Over 5 years 6,350,399.53
& Export Co., Ltd. payment on behalf SERE
ABEAREE L ARF CEREERRANK
1,883,386,738.54 98.63 34,619,539.59
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B ISR RMIEE(E)
2016 12A31H (A% T)

FINANCIAL STATEMENTS (CONTINUED)

th R E 2 FHRKRIAB R (48)

5. Inventories 5. &

2016 2015

20165 2015%
Gross carrying Provision for Carrying Gross carrying Provision for Carrying
amount  decline in value amount amount  decline in value amount
RHSE HEER REER RHAE BB KHER
Raw materials FRATRL 317,018,219.46  (1,151,913.34) 315,866,306.12  387,111,20057  (2,918,947.50) 384,192,253.07
Finished goods ERG 1,352,682,003.87  (35,795,952.09) 1,316,886,051.78  804,044,996.26 (36,415.42)  804,008,580.84
OEM Materials ZHEMINE 13,003,580.94 - 13,003,580.94 - - -
Materials in transit TEE 7,407,241.70 - 7,07,241.70 - - -

Self-made semi-finished goods &4

and work in progress REEm 94,456,498.14 - 94,456,498.14  148,026,065.15 - 148,026,065.15
Turnover materials BEH 958,082.44 - 958,082.44  1,095,864.30 - 1,095,864.30
1,785,525,626.55  (36,947,865.43) 1,748,577,761.12 1,340,278,126.28  (2,955,362.92) 1,337,322,763.36

The changes in provision for decline in value are as follows:

2016

FEREEERBNT -

20164

Decrease during the year

KEFD
Opening Charge Closing
balance during the year Reversal Write-off balance
N KEFR B B/ FERE
Raw materials REH 2,918,947.50 287,580.94 - (2.054,615.10)  1,151,913.34
Finished goods ERm 36,415.42  38,228,568.83 - (2,469,032.17)  35,795,952.08
2,955,362.92  38,516,149.77 - (4,523,647.27) 36,947,865.42

2015 20154
Decrease during the year

N
Opening Charge Closing
balance  during the year Reversal Write-off balance
EH KREFR EEAG B ERE
Raw materials REH 2,236,097.98 682,849.52 - - 291894750
Finished goods ERm - 36,415.42 - = 36,415.42
Total Bt 2,236,097.98 719,264.94 - - 2,955362.92
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XV. NoTEs 10 KEY ITEMS OF THE COMPANY +h e F2HEHRTRIBBFIE(E)
FINANCIAL STATEMENTS (CONTINUED)
6. Investment in associates 6. HEELERE

Place of
registration/

Principal place of Registered Percentage of
business capital  Nature of business shareholding
it
TERE HEfER  ERHE iR A
Shanghai Xinlian Chuangye Investment Shanghai 150,000,000.00  Industrial investment, 33.33%
Co., Ltd. tE investment management
HEEHEIXREBRDA BERE RAER
Guanya (Shanghai) Investment Shanghai 400,000,000.00  Equity investment, investment 24.75%
Fund Partnership Enterprise ! management and
(Limited Partnership) investment consultation
B (Hg) REREES RERE  REAEER
aRt% (BRAK) REENA
Shandong Heavy Industry Group Shandong 1,000,000,000.00  Business approved by China 20.00%
Finance Co., Ltd. 11 Banking Regulatory
LWRETREHBEERAF Commission
RERBERTEEEER
ZEEHENER
Dalian Hongyuan Machinery Manufacturing  Liaoning USD22,818,208.00  Hardware tools and 17.31%
Co., Ltd. R %7122,818,208.00 automobile parts and
REEFEHELERRAR accessories
B TAMAETRMY
Shanzhong Finance Leasing Beijing 920,000,000.00  Finance leasing 19.57%
Co., Ltd. bR BMEREER
LEREHEERRAT
7. Long-term equity investments 7. RHRERE
2016 2015
20165 20154
Non-listed investment cost method JEETIRE R AL 10,539,261,153.11  9,504,273,827.68
Non-listed investment equity method I EMRE A 612,503,306.14  516,578,752.01

11,151,764,459.25 10,020,852,579.69
Less: Provision for impairment of long-term & : REARRIER &R EER
equity investment - _

11,151,764,459.25 10,020,852,579.69

346 WEICHAI POWER Co., LTD. s NBRMNERAS
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XV. NoTES 170 KEY ITEMS OF THE COMPANY
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7.

Long-term equity investments (Continued)
As at 31 December 2016, the breakdown of long-term equity

investments under cost method was as follows:

Weichai Power (Hong Kong) Interational

E590(ER)ARSRARAA

Opening balance

EN6E

Other increase

At

B ISR RMIEE(E)
2016 12A31H (A% T)

th R E 2 FHRKRIAB R (48)

7. RHEREREE)
%2016@12%1 B KAE R EIRR#E

RERALT :

Changes during the year
%3 bl

Additional Closing
Other decreases investment carrying amount

At EfRE ERBARE

Closing
provision for
impairment

FRAERR

Cash dividend
distributed
BHRERA

Development Co., Ltd 2,087,069,782.12 - - - 2,087,069,782.12 - -
Shaanxi Heavy-duty Motor Co,, Ltd. R 1,992,116,000.85 - - - 1,992,116,000.85 - 21,930,000.00
Shaanxi Fast Gear Co,, Ltd. REELEESARAR 1,082,558,680.59 - - - 1,082,558,680.59 - 195,875,046.72
Weichai (Chongging) Automotive o, Ltd. B(ER) TERRAT 1,027,410,000.00 - - 600,000,000.00 1,627,410,000.00 - -
Zhuzhou Gear Co,, Ltd. HNERAREALR 532,334,731 - - - 532,334,7143.21 - -
Weichai Power (Weifang) Casting Co, Ltd. YQ”%T WY ERERAT 460,150,000.00 - - - 460,150,000.00 - -
Weichai Power (Shanghai) Technology B LE)NEERARAR

Development Co, Ltd! 340,000,000.00 - - 150,000,000.00 490,000,000.00 - -
Weichai Power (Beijing) Infernational Resource #4801 (3 R BB R R A AT

Investment Co,, Ltd. 300,000,000.00 - - - 300,000,000.00 - -
Weichai America Corp. Weichal America Crop. 262,811,997.28 - - 27,526,050.00 290,338,047.28 - -
Thuzhou Torch Sparkplugs Co,, Lid. B A EZAREALT 245,574,858.40 - - - 245,574,858.40 - 26,331,985.79
Weichai (Weifang) Medium-duty Diesel Engine ~ 24( 635 ) AL I AR AR

Co, Ltd. - - - 24,112475.83 244,112,475.83 - -
Weichai Power (Chongaing) Westem 48 (B8 EIERERLR

Development Co,, Ltd. 240,000,000.00 - - - 240,000,000.00 - -
Weichai (Weifang) After-sales Market Service 36263685 ) 6 g R AR AR 5

Co, Ltd. *Note 101,410,238.34 61,421,54247 - - 162,831,780.81 - 80,951,240.45
Weichai Power (Qingzhou) Drive Control BEH (BN EERGERAR

Technology Co, Ltd. 150,000,000.00 - - - 150,000,000.00 - -
Zhuzhou Torch Machinery Manufacturing AN ER R EERER LR

Co, Ltd. 130,898,993.14 - - - 130,898,993.14 - -
Weichai Power (Weifang) Reconstruction Co, Ltd. \; £ 122,000,000.00 - - - 122,000,000.00 - 22,334,72087
Weichai Power Freshen Air Technology Co, Ltd. 100,000,000.00 - - - 100,000,000.00 - 139,722,184.63
Weichai Power (Weifang) Equipment Service

Co, Ltd. 76,000,000.00 - - - 76,000,000.00 - -
Weichai Power Hyraulic Technology Co., Ltd. 4481 /TRERIZEB AT 50,000,000.00 - - - 50,000,000.00 - 107,760.12
Shandong Synergy Gil Co,, Ltd. LREEbRERAR 50,715,383.36 - (50,715,383.36) - - - 125,735,090.36
10 subsidiaries which are not indiidually EETEAMI0FTAA

significant 153,223,150.39 - (10,706,159.11) 12,748,800.00 155,265,791.28 - 41,513,881.61

9,504,273,827.68 6142154247 (61,421,542.47) 1,034,987,325.43 10,539,261,153.11 - 654,501,910.55

As at 31 December 2016, breakdown of long-term equity

investments under equity method was as follows:

Opening
balance

FRE

Addition during
the year
REHH

M2016F12 A31H

RERALT :

Changes during the year

Investment gains
and losses under
the equity method
BEETRERE

Declared
cash dividend
EERERA

Closing

carrying amount

EREAEE

AR

Closing
provision for
impairment

ERABEER

Associates BatE
Shandong Heavy Industry Group Finance  \URET£EHBERAF
Co, Ltd. 237,468,864.87 - 30,295,575.36 - 267,764,440.23 -
Shanzhong Finance Leasing Co., Ltd. L EWERERRAF 195,598,201.11 - 8,275,529.13 - 203,873,730.24 -
5 associates which are not individually ~ EIEAEAMSFE L E
significant 83,511,686.03 59,849,257.80 (2,495,808.16) - 140,865,135.67 -
516,578,752.01 59,849,257.80 36,075,296.33 - 612,503,306.14 -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 A F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

o a o S 4L (4
7. Long-term equity investments (Continued) 7. RERERE(E)
As at 31 December 2015, the breakdown of long-term equity 2015512 A318 » KAAREIAGIE
investments under cost method was as follows: FREPMAAT -
Changes during the year
AE4H
Closing

Additional Closing provision for Distributed

Opening balance Other increases Other decreases investment carrying amount impaiment cash dividend

88 Efestin Efed ke EXEEER FRAEER EEddl

Weichai Power (Hong Kong) International #EGN(ER ERERARAA

Development Co,, Lid. 2,087,069,782.12 - - - 2,087,069,782.12 - -
Shaanxi Heavy-duty Motor Co,, Ltd. 1,992,116,000.85 - - - 1,992,116,000.85 - 10,200,000.00
Shaanxi Fast Gear Co,, Ltd. B 5 1,082,558,680.59 - - - 1,082,558,680.59 - 196,535,980.32
Weichai (Chongaing) Automotive Co, Ltd. ~ %(EB) 58 AR AT 1,027,410,00000 - - - 10741000000 - -
Zhuzhou Gear Co,, Ltd. KilEEEREAAT 5323347431 - - - 5323347431 - -
Weichai Power (Weifang) Casting Co, Ltd. LB (8 BRERAR 460,150,000.00 - - - 460,150,000.00 - -
Weichai Power (Shanghai) Technology BB (LB NRERERAT

Development Co., Ltd. 340,000,000.00 - - - 340,000,000.00 - -
Weichai Power (Beijing) Infernational Resource #4801 (3 R BB IR E A

Investment Co,, Ltd. 300,000,000.00 - - = 300,000,000.00 = =
Weichai America Corp. Weichai America Crop. 262,811,997.28 - - - 262,811,997.28 - -
Thuzhou Torch Sparkplugs Co,, Lid. B A EZRRERALT 24557485840 - - - 24557485840 - 24,286,865.16
Weichai Power (Chongging) Wester #E8(ER ) EPSRERAA

Development Co., Ltd. 240,000,000.00 - - - 240,000,000.00 - -
Weichai Power (Qingzhou) Drive Control BN (BN EERITERL

Technology Co., Ltd. 150,000,000.00 - - - 150,000,000.00 = =
Thuzhou Torch Machinery Manufacturing Co,  IANERREEERELAR

Ltd. 130,898,993.14 - - - 130,898,993.14 - -
Weichai Power (Weifang) Reconstruction Co, Lid. 3448171 (#57) BRERRAR 122,000,000.00 - - - 122,000,000.00 - 24725,174.26
Weichai Power (Weifang) Spare Part Resources  4&11(47) B RARAR A7)

Co, Ltd. 101,410,238.34 - - - 101,410238.34 - 70,066,549.52
Weichai Power Freshen Air Technology Co,, Ltd. S4B 12 RHERRARAR 100,000,000.00 - - - 100,000,000.00 - 9765931399
Weichai Power (Weifang) Equipment Senvice  H4481 71 (33 £ B ITRBAR AT

Co, Ltd. 76,000,000.00 - - - 76,000,000.00 - -
Shandong Synergy Ol Co,, Lt LREERRERAR 9,426,918.00 - - 41,88465.36 50,715,383.36 = =
Weichai Power Hydraulic Technology Co., Ltd. %4481 /TRERI AR AT 50,000,000.00 - - - 50,000,000.00 - -
11 subsidiaries which are not individually EERERNNKTAR

significant 179,467,644.14 12,118,687.10 (38,363,180.85) - 153,223,150.39 - 12,088,284.77

948922985607 12,118687.10 (38,363,180.85) 4128846536 950427382768 B 435,562,168.0
As at 31 December 2015, the breakdown of long-term equity 2015612 A318 » AR BIE
investments under equity method was as follows: EBRMAAT
Changes during the year
23
Investment gains Closing
Opening and losses under Distributed Closing provision for
balance Other decreases the equity method cash dividend carrying amount impairment
FRE Efr Bk TRERR BHRERA FREEEE FRRERRE
Assoclates BECE
Shandong Heavy Industry Group Finance LU B T £ BB HARAF
Co,, Ltd. 228,029,963.54 - 22,718,404.78 (13,279,503.45) 237,468,864.87 -
Shanzhong Finance Leasing Co., Ltd. LERERERRAR 195,590,022.32 - 8,067,878.79 (8,059,700.00) 195,598,201.11 -
4associates which are not individually ~ EEABAMAFHELE
significant 142,612,852.33 (12,118,687.10) (46,982,479.20) - 83,511,686.03 -
566,232,838.19 (12,118,687.10) (16,196,195.63) (21,339,203.45) 516,578,752.01 -
*Note Weichai Power (Weifang) Spare Part Resources Co., Ltd. acquired Weichai 5 RHEEE  (#) Eim BR AR AR
Power (Weifang) Oil Co., Ltd. by way of absorption and was renamed as FIR S GFHEREE) ) i 2r ) idn B IR 2
Weichai (Weifang) After-sales Market Service Co., Ltd. during the year. a] - A E LR L) B TS RIS
R A] -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

XV. NoTES 170 KEY ITEMS OF THE COMPANY

Bt 5 ¥R R it 5E (78)

20164 12H31H(ARKT)

FINANCIAL STATEMENTS (CONTINUED)

8.

Investment property

Subsequent measure under the cost model:
2016

8.

Houses and buildings

REMEME

th R E 2 FHRKRIAB R (48)

RAKAEETREE

20164

Land use rights

EERESEN T fE R
Gross carrying amount RE
Opening balance FOHE 1,418,955,971.19 100,766,676.00 1,519,722,647.19
Acquired directly EERA - 68,152,648.98 68,152,648.98
Transfer from construction in progress ~ EZTR2EA 42,262,453.21 - 42,262,453.21
Other transfer-out HitsE (16,518,800.68) - (16,518,800.68)
Closing balance FABE 1,444,699,623.72 168,919,324.98 1,613,618,948.70
Accumulated depreciation and ZEHEMEH
amortization
Opening balance FOHE 362,947,235.20 13,410,745.44 376,357,980.64
Provision FHE 71,808,489.22 7,151,833.53 78,960,322.75
Other transfer-out HipEH (8,453,380.00) - (8,453,380.00)
Closing balance FARBE 426,302,344.482 20,562,578.97 446,864,923.39
Carrying amount FEEE
Closing ER 1,018,397,279.30 148,356,746.01 1,166,754,025.31
Opening 3] 1,056,008,735.99 87,355,930.56 1,143,364,666.55
2015 20154
Houses and buildings Land use rights Total
EERESY TibfE R CH
Gross Carrying amount J?{g
Opening balance FOHE 1,199,695,698.48 100,766,676.00 1,300,462,374.48
Transfer from construction in progress R TIZEA 219,260,272.71 - 219,260,272.71
Disposal and retirement BE KRR - - -
Closing balance FRHE 1,418,955,971.19 100,766,676.00 1,519,722,647.19
Accumulated depreciation and ZEEMEH
amortization
Opening balance FOHE 295,269,424.01 11,395,411.93 306,664,835.94
Provision iR 67,677,811.19 2,015,333.51 69,693,144.70
Closing balance FRNE 362,947,235.20 13,410,745.44 376,357,980.64
Carrying amount FEEE
Closing EXR 1,056,008,735.99 87,355,930.56 1,143,364,666.55
Opening £ 904,426,274.47 89,371,264.07 993,797,538.54
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 A F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

9. Fixed assets 9. EEEE
2016 20164
Houses and Machinery Electronic  Transportation
buildings  and equipment equipment equipment
EERE) G EB B3R Bt
Gross carrying amount RE
Opening balance ENRE 1,628,358,002.76  2,397,681,195.55 628,594,406.07 137,837,447.90 767,231,291.44  5,559,702,343.72
Acquisition BE - 1,074,422.51 11,614,906.55 453,035.17 165.00 13,142,529.23
Transfer from investment REKEHEEA
properties 16,518,800.68 - - - - 16,518,800.68
Transfer from construction HRIREN
in progress 200,155,039.64  379,611,22549  159,946,554.43 16,155,219.86 3196476376 787,832,803.18
Disposal or retrement EES - (37,554,932.42) (4,635,707.28) (1,187,171.85) (16,030,106.29) (59,407,917.84)
Closing balance FRBE 180503184308 274081191113 79552015077 15325853108 783,166,113.91  6,317,788,558.97
Accumulated depreciation ZithE
Opening balance EGRE 40881324882  1,386,152,224.08 47414980482  111,021536.83 53527080198  2,915407,616.53
Provision iR 76,092,541.75 220,357,721.91 119,646,208.88 14,531,811.10 33,158,161.91 463,786,445.55
Transfer from construction REKEHEEA
in progress 8,453,380.00 - - - - 8,453,380.00
Write-off g - (35,518,130.95) (4,490,466.67) (1,117,054.55) (14,457,716.62) (55,583,368.79)
Closing balance ERBE 493,359,170.57  1,570,991,815.04 589,305,547.03 124,436,293.38 553,971,241.21  3,332,064,073.29
Carrying amount HERME
Closing FX 1,351,672,67251  1,169,820,096.09 206,214,612.74 28,822,231.10 229,194,866.64  2,985,724,485.68
Opening i) 1,219,544,753.94  1,011,528,971.47 154,444,601.25 26,815,911.07 231,960,489.46  2,644,294,721.19
2015 20154
Houses and Machinery and Electronic Transportation
buildings equipment equipment equipment Others Total
REREE BERE itk EaRk Ef At
(Gross carrying amount RE
Opening balance ENBE 1,340,546,401.49  2,402,755,097.52 585,580,083.98 131,054,310.23 75166887563 5,211,604,768.85
Acquisition BE - 28,350932.95 18,899,385.76 126,000.00 1.1 47,451,096.48
Transfer from construction HRIREA
in progress 287,811,601.27 40,711,721.14 32,093,54391 9,458,186.91 5640990501 426,684,958.24
Disposal or retrement REGHE - (74,136,556.06) (8,178,607.58) (2,801,049.24) (40,922,266.97)  (126,038,479.85)
Closing balance EXRGE 1,628358002.76  2,397,681,195.55 628,594,406.07 137,837,447.90 767,231,29144  5559,702,343.72
Accumulated depreciation ESpi
Opening balance ERE 337,853,883.50  1,240,545,766.39 404,464,357.62 100,000,024.22 507,987,284.60  2,590,851,316.33
Provision HIE 7095936532 204,276,706.92 77,320,494.75 14,183,343.30 30,768,139.5  397,508,049.54
Disposal or retrement RETHE - (58,670,249.23) (7,635,047.55) (3,161,830.69) (3.484,621.87) (72,951,749.34)
Closing balance ERBE 40881324882 1,386,152,224.08 474,149,804.82 111,021,536.83 535,270,801.98  2,915,407,616.53
Carmying amount HERME
Closing X 121954475394 1,011,528971.47 154,444,601.25 26,815911.07 23196048946 2,644,294,727.19
Opening i) 1,002,692517.99  1,162,209,331.13 181,115,726.36 31,054,286.01 243,681591.03  2,620,753,452.52
As at 31 December 2016, the carrying amount of houses and 2016512 4318 » AAFHKES
buildings of the Company that have not yet obtained real estate EHEBSHNEEREAYEEmEEAA
certificates was RMB610,850,600.36 (31 December 2015: R #610,850,600.36 7T, (20154 12 A
R 318 : AR397,224,427.467T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

XV. NoTES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

10. Intangible assets

B ISR RMIEE(E)
20164 12H31H(ARKT)

th R E 2 FHRKRIAB R (48)

10. BEEE

2016 20164

Opening Disposal or Closing
balance Acquisition retirement balance
FOH REGHE FRY

Gross carrying amount of asset BERE
Technology know-how Vg 218,365,759.46 - - 218,365,759.46
Trademark rights PR 124,448,000.00 - - 124,448,000.00
Land use rights TP 260,497,899.05 216,584,093.62 - 477,081,992.67
Software gt 16,429,455.27 - - 16,429,455.27
619,741,113.78 216,584,093.62 - 836,325,207.40
Opening Disposal or Closing
balance Provision retirement balance
E2E HE REQHE FRY

Less: Accumulated amortization W BEHEE

Technology know-how EER 218,180,268.95 58,575.94 - 218,238,844.89
Trademark rights PEERE 15,555,996.00 - - 15,555,996.00
Land use rights TP 39,589,505.84 17,509,978.39 - 57,099,484.23
Software g 16,200,110.54 119,658.12 - 16,319,768.66
289,525,881.33 17,688,212.45 - 307,214,093.78
Opening Closing
balance balance
F98 XY

Net carrying amount REFHE
Technology know-how EERIG 185,490.51 126,914.57
Trademark rights PR 108,892,004.00 108,892,004.00
Land use rights TfERE 220,908,393.21 419,982,508.44
Software YCs 229,344.73 109,686.61
330,215,232.45 529,111,113.62
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR XM sE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 A F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

10. Intangible assets (Continued) 10. BEEE(E)
2015 20154

Opening Disposal or Closing
balance Acquisition retirement balance
EE BE RENRE ERE

Gross carrying amount of asset LERE
Technology know-how LV 218,365,759.46 - - 218,365,759.46
Trademark rights P 124,448,000.00 - - 124,448,000.00
Land use rights TP 260,497,899.05 - - 260,497,899.05
Software i 16,190,139.03 239,316.24 = 16,429,455.27
619,501,797.54 239,316.24 - 619,741,113.78
Opening Disposal or Closing
balance Provision retirement balance
EHE AR REIRE ERE

Less: Accumulated amortization W BT

Technology know-how BRI 218,121,693.01 58,575.94 - 218,180,268.95
Trademark rights PR 15,555,996.00 - - 15,555,996.00
Land use rights TifEFRE 34,232,125.25 5,357,380.59 = 39,589,505.84
Software EYCs 16,143,609.99 56,500.55 - 16,200,110.54
284,053,424.25 5,472,457.08 = 289,525,881.33
Opening Closing
balance balance
FHE ERE

Net carrying amount REFHE
Technology know-how BEH 244,066.45 185,490.51
Trademark rights AR e 108,892,004.00 108,892,004.00
Land use rights TP RE 226,265,773.80 220,908,393.21
Software i 46,529.04 229,344.73
335,448,373.29 330,215,232.45
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRRI SE (&)

31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

XV. NoTES To KEY ITEMS OF THE COMPANY 10 A F B RERIBEFE(EE)

FINANCIAL STATEMENTS (CONTINUED)

11. Payroll payable 1. BB T E
2016 20164
Opening Increase Decrease Closing
balance  duringtheyear  during the year balance
FO8E KEEM KEHD EREAE
Short-term remuneration i B 437,166,732.53  1,042,385,145.95 928,213,537.18 551,338,341.30
Post-employment benefits B AT
(Defined contribution plan) (FXEteferal) 811891299  129,017,662.10  129,312,569.32 7,824,005.77
Severance benefits BHRIEH
Portion payable within one year —FRLA0HS 26,456,460.69 51,151,425.23 48,310,891.92 29,296,994.00
471,742,106.21  1,222,554,233.28  1,105,836,998.42 588,459,341.07
2015 20154
Opening Increase Decrease Closing
balance during the year during the year balance
FAHE TREHEN TERD RN
Short-term remuneration A2 R 531,482,274.49 767,617,167.41 861,932,709.37 437,166,732.53
Post-employment benefits BEREER
(Defined contribution plan) (RERFE) 845850171 144912,147.02 14525173574 8,118,912.99
Severance benefits EHRIBH
Portion payable within one year —ERZHRHR 2,877,585.46 44,994,953.29 21,416,078.06 26,456,460.69
542,818,361.66 957,524,267.72  1,028,600,523.17 471,742,106.21
Short-term remuneration is as follows: RERHMAT ¢
2016 20164

Salaries, bonuses, allowances and

1% %% 2ENEE

Opening

balance

FARE

Increase
during the year

REEM

Decrease
during the year
FEHD

Closing
balance

FRBE

subsidies 383,180,986.54 834,989,088.52  (727,487,145.71)  490,682,929.35
Staff welfare BIGHE 465,455.30 38,189,270.38 (38,083,614.23) 571,111.45
Social security HeRRE 2,755,038.77 77,856,500.95  (78,048,601.71) 2,562,938.01
Housing funds FRNES 6,746,296.10 56,521,592.12 (55,245,736.10) 8,022,152.12

Union running costs and TeLBNBTHELE
employee education costs 44,018,955.82 34,828,693.98 (29,348,439.43) 49,499,210.37
437,166,732.53  1,042,385,145.95 (928,213,537.18) 551,338,341.30
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B P IRERMISE(E)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 A F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

11. Payroll payable (Continued) 1. BB ITEMGE)
Short-term remuneration is as follows: (Continued) REEREEANT - (BB)
2015 20154
Opening Increase Decrease Closing
balance during the year during the year balance
FHIRTE RELEN RERD RN
Salaries, bonuses, allowances and I8 8% ZBAIHERE
subsidies 487,657,187.07 562,158,931.01 (666,635,131.54)  383,180,986.54
Staff welfare BIGHZ 662,231.41 29,660,781.31 (29,857,557. 42) 465,455.30
Social security HeRRE 2,726,081.38 83,508,780.83 (83,479,823.44) 2,755,038.77
Housing funds Ed N -Fa 6,406,110.49 64,402,844.49 (64,062,658.88) 6,746,296.10
Union running costs and TeRBNBTHELE
employee education costs 34,030,664.14 27,885,829.77 (17,897,538.09) 44,018,955.82

531,482,274.49 767,617,167.41 (861,932,709.37) 437,166,732.53

Defined contribution plan is as follows: RERIFRTEI T ¢
2016 20164
Opening Increase Decrease Closing
balance  duringtheyear  during the year balance
FURE FEEM TERD ERRE
Basic pension insurance ErEERR 4,732,358.09 85,918,664.68 (85,918,664.68) 4,732,358.09
Unemployment insurance RERBE - 4,611,833.81 (4,611,833.81) -
Corporate contribution to rREFEHE
pension fund 3,386,554.90 38,487,163.61 (38,782,070.83) 3,091,647.68

8,118,912.99 129,017,662.10  (129,312,569.32) 7,824,005.77

2015 20154

Opening Increase Decrease Closing

balance during the year during the year balance

FHE TRERAN TERD LN it

Basic pension insurance HEABZRR 4,872,751.98 97,093,106.03 (97,233,499.92) 4,732,358.09

Unemployment insurance LERBRE - 5,460,465.75 (5,460,465.75) -
Corporate contribution to rEESHE

pension fund 3,585,749.73 42,358,575.24 (42,557,770.07) 3,386,554.90

8,458,501.71 144,912,147.02 (145,251,735.74) 8,118,912.99
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31 December 2016 (Expressed in Renminbi Yuan)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

XV. NoTES 170 KEY ITEMS OF THE COMPANY

FINANCIAL STATEMENTS (CONTINUED)

12. Taxes payable

Bt 5 ¥R R it 5E (78)

2016 12A31H (A% T)

th R E 2 FHRKRIAB R (48)

12. EXHE

2016
2016

Value-added tax
Corporate income tax
Individual income tax
Property tax

Stamp duty

Land use tax

City construction tax
Business tax
Educational surtax
Others

A
ERAEH
(EPNGIRED
FEM
ENTER
TR
WA
BEM

2B &M
Hitb

162,246,069.48
285,439,392.25
18,352,813.91
5,626,850.84
7,139,337.84
5,884,658.84
11,361,237.78
8,115,169.87
1,550,894.73

2015
20154

5,327,511.95
4,124,748.42
8,232,374.10
8,836,993.87
5,402,879.94
5,500,041.00
397,382.34
337,696.70
283,844.54
3,494.37

505,716,425.54

38,446,967.23

13. Other current liabilities

13. HittRERE

2016
20164

Expected after-sales expenses (Note)

725,109,205.14

2015
20154

474,669,460.90

Note: The Company's expected after-sales expenses were recognized according
to the historical after-sale expenses incurred for the units of product
effectively sold and the number of product sold which are still within the

after-sale period.

i ARFIR = BEAREEL FERE
B ERR =6 BB E=EHA
BB EEmEEATIE ©
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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FINANCIAL STATEMENTS (CONTINUED)
14. Deferred income

B ISR RMEE(EE)
2016 12A31H (A% T)

th R X2 FHRKRIAB R (48)

Land-related government grant
Industry revitalization and technical

renovation special fund

Position-based allowances for project teams

B+ b AR R BV B AT B B
EFRREMEANERES

BHITIR B A B EA0RRE S

2016
2016

2015
20154

321,818,646.68 285,462,657.32

66,927,847.36

9,257,847.40

48,585,229.00 29,473,900.00

437,331,723.04 324,194,404.72

As at 31 December 2016, Items of liabilities involving government

grant are as follows:

M20165F12A318 » HRBITEEE
BEEEWT -

Taken to
non-operating
Addition income Related
Opening during during Closing to assets/
balance the year the year balance income
KEFA HEE/
F9¢8 REHIE EE /U ON FRGBE €l
Land-related government grant B R BN B Related
to assets
285,462,657.32  45,833,742.00  9,477,752.64 321,818,646.68 HEERH
Industry revitalization and EERENENEEES Related
technical renovation special fund to assets
9,257,847.40  58,800,000.00  1,130,000.04  66,927,847.36 HEERH
Position-based allowances for RUAEE AT BB Related
scientific research project teams RS to income
29,473,900.00 38,224,161.00  19,112,832.00  48,585,229.00 gyl
324,194,404.72 142,857,903.00 29,720,584.68 437,331,723.04

WEICHAI PowER Co.,

LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B RS ER RMFsE(&8)
31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

XV. NoTEs 10 KEY ITEMS OF THE COMPANY +h e F 2 HRTRIBEFIE(E)
FINANCIAL STATEMENTS (CONTINUED)

14. Deferred income(Continued) 14. ELEW s (B)
As at 31 December 2015, Items of liabilities involving government R2015F12A318 » F RBUSH IR
grant are as follows: BEEBWMT -
Taken to
non-operating
Addition income Related to
Opening during during Closing assets/
balance the year the year balance income
REFA HEE,/
ENEHE REHE BEMIA FRBE bigayil
Land-related government grant B 1 R TR B Related
to assets
246,249,585.56  42,120,000.00  2,906,928.24 285,462,657.32 HEERE
Industry revitalization and technical ~ EEFEMFHERES Related
renovation special fund to assets
13,113,660.93 - 385581353  9,257,84740  HBEME
Position-based allowances for RIFREE A7 B Related
scientific research project teams rfr A% to income
- 29,473,900.00 - 29,473,900.00 el Gayiild
259,363,246.49  71,593,900.00  6,762,741.77 324,194,404.72
15. Revenue and cost of sales 15. EZEWARKAR
2016 2015
20165 20156
Revenue Revenue Cost
KA A AR
Principal operations TRER 19,581,588,538.24  14,483,255,015.30 12,118,865,725.16  9,191,260,379.45
Other revenue Hin%% 957,078,783.85  914,110,027.64  776,888,720.81  725015391.24

20,538,667,322.09  15,397,365,042.94  12,895,754,445.97  9,916,275,770.69

Revenue is listed as follows: EHEWATITRIAT

2016 2015

20164 2015%F

Motors BB 19,174,542,195.41 11,813,897,889.28
Sale of raw materials R EHEE 205,668,385.46 215,016,080.68
Automotive components YRER T IR 407,046,342.84 251,501,636.22
Leasing of fixed assets HHEEEE 80,442,127.10 85,065,583.62
Others Hith 670,968,271.28 530,273,256.17
Total a5 20,538,667,322.09 12,895,754,445.97
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16.

17.

WEICHAI PowER Co.,

Investment income

th R X2 FHRKRIAB R (48)

16. REWZH

2016 2015
20164 20154

Gain on long-term equity investments under
the cost method

Gain/(loss) on long-term equity investments
under the equity method

Investment income arising from the disposal
of other long-term equity investments

Investment income during the period in
which available-for-sale
financial assets were held

RAERZE ) R
S E W
A E R R IRE
KB (BK)
BREHMRBBERE
EENRENER
HEAHEEEREE
HREG AR E W

654,501,910.55 435,562,168.02

36,075,296.33 (16,196,195.63)

11,227,751.15

1,480,000.00 1,720,000.00

692,057,206.88 432,313,723.54

Expenses by nature

The supplemental information of the Company’s cost of sales,
distribution and selling expenses, general and administrative
expenses which are categorized by nature is as follows:

17. ERRMESSE
RAREERE - HEBRH  EEE
RERZBEGSENHRERDT

2016 2015
20164 20154

Materials used

Staff remuneration

Technological development costs

Movement of inventories of finished goods
and work in progress

Depreciation and amortization expenses

Rental

Others

FERHOM AL

B T A

RiFEE
EXmkEERTEE

FTEBMEHE B
He
Hitb

14,245,613,183.54
1,222,554,233.27
585,147,242.31

7,484,006,321.87
969,917,317.31
714,763,756.98

(490,543,793.32)
562,925,976.75
23,668,109.84
1,709,850,868.42

644,735,340.02
466,944,579.38
12,030,720.81
1,451,502,387.68

17,859,215,818.81 11,743,900,424.05

LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

XV. NoTES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

18. Income tax expenses

B ISR RMIEE(E)
2016 12A31H (A% T)

18. FiSHEM

2016
2016

Current tax expenses
Deferred tax expenses

EHIRSHER
EIEFSTHER

th R E 2 FHRKRIAB R (48)

2015
20154

471,426,572.02
(102,035,190.00)

81,406,545.52
103,809,704.52

369,391,382.02

185,216,250.04

The relationship between income tax expenses and the total profit is

listed as follows:

PSR B P B8 B A SR 0 B R 51 R 4

2016
2016

Iﬂ

Total profit

Tax at the preferential tax rate
Adjustments to current tax of
previous periods
Income not subject to tax
Expenses not deductible for tax
Profit and loss attributable to associates
Deductions for research and
development costs

MR

REBREFENTE
HUART R E B
PSR
BN
THENNER
)i R /NIl OF 26

B e & A st HIRR

2015
20154

3,356,898,248.76

503,534,737.31
(519,258.42)
(98,397,286.58)

3,736,297.99

(5.411,294.45)

(33,551,813.83)

1,873,584,358.57

281,037,653.79

(133,026.46)
(65,592,325.20)
716,298.68

(30,812,350.77)

Tax expenses at the Company’s effective
tax rate

BARRNRERBERAEN

PriSHiE A

369,391,382.02

185,216,250.04
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31 December 2016 (Expressed in Renminbi Yuan) 2016F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 A F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

19. Supplement to cash flow statement 19. RERERWBAEHR

2016 2015
20165 2015%F

360

(Gain)/loss on disposal of fixed assets,

BRERTEE BVEE

Net profit b ) 2,987,506,866.74 1,688,368,108.53
Add: Provision for impairment of assets o sHEMEEREER 49,949,570.65 (11,296,945.18)
Increase in special reserve HIFGEAEEYIE N 6,366,121.82 12,487,658.98
Depreciation of fixed assets and investment EE BERREEFEHE
properties e 542,746,768.30 467,201,194.24
Amortization of intangible assets A Y 17,688,212.45 5,472,457.08
Amortization of long-term deferred REAFFE B R
expenses 2,490,996.00 2,490,996.00

intangible assets and MEMRIAEER
other long-term assets (W) Ek (6,747,767.15) (650,891.78)
Finance expenses B 5 E A 47,957,761.60 102,463,604.16
Investment income E W (692,057,206.88)  (432,313,723.54)
(Increase)/decrease in deferred tax assets IEIEFTSFREER
(#£:hn) i (102,035,190.00) 104,229,704.52

(Increase)/decrease in inventories
(Increase)/decrease in operating receivables

Increase/(decrease) in operating payables

FEMGE), B

R EBOR R B
(#mn),/ B
R ENIAR H)
#2m/Osd)

(449,771,147.54)

(7,803,357,663.82)

5,725,321,592.88

614,435,290.24

2,919,655,535.92

(5,535,695,907.69)

Net cash flow from

operating activities

REEHELN
Reng a8

326,058,915.05

(63,152,918.52)

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2016 (Expressed in Renminbi Yuan)

XV. NoTES 170 KEY ITEMS OF THE COMPANY

Bt 5 ¥R R it 5E (78)

20164 12H31H(ARKT)

FINANCIAL STATEMENTS (CONTINUED)

20. Cash and cash equivalents

20. RERRESEEY

th R E 2 FHRKRIAB R (48)

2016 2015
20165 20154
Cash B
Incl: Cash on hand He: EFH& 260,232.34 231,540.67
Bank deposit on demand B ASIENSSENL:D)

RITFER 9,744,015,449.37  12,429,138,306.98
Closing balance of cash and cash equivalents FEREE NESEEBYHEE 9,744,275,681.71 12,429,369,847.65
2016 2015
20165 20154
Closing balance of cash and cash equivalents FREWEE ST 9,759,458,242.20 12,447,686,804.26

Less: Balance of restricted cash and B EAAR BRI
cash equivalents B E SR 15,182,560.49 18,316,956.61
Closing balance of cash and cash equivalents FRBEE MRS EEBYHEE 9,744,275,681.71 12,429,369,847.65
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371 December 2016 (Expressed in Renminbi Yuan)

1.

362

NANCIAL STATEMENTS

SCHEDULE OF EXTRAORDINARY PROFIT

AND LosSs

SR EMBITE R

2016 12A31H (A% T)

1~ FEEMER

Gains or losses from disposal of non-current assets,
including the offset portion of impairment provision

for such assets
Government grants charged in profit or loss for

the current period, except for those closely related
to the ordinary operation and gained constantly
at a fixed amount or quantity according to certain

standard based on state policies
Profit and loss from debt restructuring
Profit and loss from entrusted investment or
management of assets

Net profit and loss for the current period of subsidiaries
formed under business combination under common
control from the beginning of period to the date of

consolidation

Profit and loss on the changes in fair value generated
from financial assets and financial liabilities held

for trading and investment income received from

disposal of financial assets held for trading, financial

liabilities held for trading and available-for-sale
financial assets, other than effective hedging
business relating to ordinary operating business
of the Company

Reversal of impairment provision of receivables tested

individually

One-off recognition of the difference between the

carrying amount of the bond and the settlement

FRBEERERRD  BRECAIREE
AR R EE B

AT AE BB S R BT (R ER RS X E )

1HRE - HEBERBORARE - HR—ERE
ERSEEREZ OB HBIRRIN

B ERER
ZRMARELEREEMNER
F—ZH T EEAHEENFRARHIE

BHEMNEHFRRS

BRREARESREEBIRBNEUER

RMEEBIN  BEXSHUETHEE XK
EREBBEEENAABEEDES  ANEE

RHUEREE RXZUSRAEMAIHLE
EREERGHRE RS

BEEETRENHN RS EEFER

BERREFEEENTECHNEE R
BPN-EE

BRZBE

Amount in 2016
2016 £ 58

230,079.58

207,041,138.37
10,146,582.39

14,822,208.21

46,233,597.59

(131,792,617.01)

49,590,379.64

consideration in profit or loss for the current period 75,126,254.04
Non-operating income and expenses other than the B Ll %38 2 SM Efth 2 2SN AFIZ HH

above items 310,154,374.67

581,551,997.48

Tax effect FriSiiz & (129,206,460.85)

Effect on minority interests

DHBERBET EH

(176,605,088.37)

275,740,448.26

The Group recognized extraordinary profit and loss items in accordance
with the provisions in Explanatory Announcement on Information
Disclosure for Companies Offering their Securities to the Public No. 1 —
Extraordinary Items (CSRC Announcement [2008] No. 43).

WEICHAI POWER Co., LTD.

5 MR ERIT ©
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SUPPLEMENTAL INFORMATION ON FINANCIAL STATEMENTS (CONTINUED)

371 December 2016 (Expressed in Renminbi Yuan)

2. RETURN oON NET ASSETS (“RONA”) AND
EARNINGS PER SHARE (“EPS”)
2016

MBEHRRWTEN(E)
2016 12A31H(ARE%T)

Weighted

average RONA

IEFEREE

Wz =
(%) Diluted
e

Net profit attributable to the Company’s §ZEBR A 8] E i

ordinary shareholders A IR A 5 7.65 0.61 0.61
Net profit attributable to the Company’s 31BR FEAE & [H 18814
ordinary shareholders after EEBRAREMR
extraordinary profit and loss R B A EA)E 6.79 0.54 0.54
2015 20154
Weighted
average RONA EPS
T FEE
e TR ES
(%) Basic Diluted
BN e
Net profit attributable to the Company’s 52BN A 71 EE
ordinary shareholders A& A% B8 B E A 4.38 0.35 0.35
Net profit attributable to the Company’s 1[4 3E& & M 1E2514
ordinary shareholders after BERATERR
extraordinary profit and loss = ohevilbe 3.37 0.27 0.27

The Group holds no material potential ordinary shares that are dilutive.

The Group presents RONA and EPS in accordance with Compilation Rules
No. 9 for Information Disclosure by Companies Offering Securities to the
Public — Calculation and Disclosure of Return on Net Assets and Earnings
per Share (Revised in 2010) of the CSRC.

REFEBESAHEBILEEE B -

RE B EFE ZE W XA G IR B 51 Rk
RAEEZE(RAHAETEFNRREER
BRmARAFESSE —FEERRENERK
T E KRR (2010FEET ) HIARE ©
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FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and minority interests
of the Group for the last five financial years, as extracted from the published
audited financial statements and restated/reclassified as applicable, is set out

&7 55 ek =2

AEEBEREAMBREENEEREE - BERD
BRREGNHE(HEAMNEEZMBERR R
rE5/ENHBRER)EINMAT

below:
Year ended 31st December
BE+-A=t—HLEE
2015 2014 2013 2012
—T—hF EB-WmE —T—=F —ZE-—-F
(Restated)
(g&E&Eq)
RMB’000 RMB’000 RMB’000 RMB’000
ARETIT AREFTRT AREBTT ARETT
RESULTS ES
REVENUE WA 93,183,521 74,167,741 79,637,162 58,311,713 48,165,394
PROFIT BEFORE TAX BR T A R E 4,637,647 3,125,902 6,868,447 4,608,746 3,959,814
Tax FE (1,041,393) (927,788)  (1,150,243) (791,110) (725,547)
PROFIT FOR THE YEAR ZEFHE 3,596,254 2,198,114 5,718,204 3,817,636 3,234,267
Attributable to: AT ALFEM -
Equity holders of BARER
the parent ESZ=DN 2,441,189 1,412,273 5,002,427 3,570,791 2,990,997
Minority interests DERRER 1,155,065 785,841 715,777 246,845 243,270
3,596,254 2,198,114 5,718,204 3,817,636 3,234,267
Dividends for the year 2FRE 1,399,517 799,724 499,827 499,827 659,772
Basic earnings per share BAREARZF
(in RMB) (AR®T) 0.61 0.35 1.25 0.89 0.75
ASSETS, LIABILITIES BE - 8fF
Total Assets BEE 163,990,681 115,840,444 122,255,575 78,521,808 66,320,363
Total Liabilities mE & (119,429,011)  (73,903,458) (80,313,687) (44,194,497) (34,921,127)
Capital and reserves B R 44,561,670 41,936,986 41,941,888 34,327,311 31,399,236
Equity attributable to equity B A FEZRFE A
holders of the parent FE(LHE R 31,738,270 31,939,958 32,399,378 27,723,173 24,869,351
Minority interests DB R 12,823,400 9,997,028 9,542,510 6,604,138 6,529,885
44,561,670 41,936,986 41,941,888 34,327,311 31,399,236

364 WEICHAI PowER Co., LTD.
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WEICHAI POWER CO..LTD.

ih HE
= =1
bl ]
R 28
BT EH
4 HE
Address
Tel
Fax
P.C.
Service hotline
E-mail
Website

DILERERS T SR E XA R RS RAT1975E R
: +86-536-8197777 (##)

. +86-536-8231074

: 261061

: 800 860 3066

. weichai@weichai.com

. http://www.weichaipower.com

: Section A 197, Fu Shou East Street, High Technology Industrial Development Zone, Weifang, Shandong Province
1 +86-536-8197777 (Gen)

: +86-536-8231074

: 261061

: 800 860 3066

: weichai@weichai.com

: http://www.weichaipower.com
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