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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

REVENUE
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the Board, | would like to present the audited annual results of
the Company for the year ended 31 December 2017.

I.

REVIEW OF OPERATIONS

In 2017, the Chinese government insisted upon the general keynote of
making progress while maintaining stability, and pioneering amidst the
“new norms” in economic development with new development
concepts. Emphasizing structural reforms of the supply aspect and
focusing on the enhancement of quality and efficiency, the government
deepened reforms and innovation and strengthened policy
implementation. The economy was running within a reasonable range
with a trend of positive development amidst stability becoming
increasingly apparent. In 2017, the national gross domestic product
reached RMB82.7 trillion, representing a year-on-year growth of 6.9%.
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CHAIRMAN'S STATEMENT (CONTINUED)
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During the reporting period, with substantial growth in sales volume, the
heavy-duty truck market exhibited an obvious trend of recovery,
delivering sales of 1,117,000 units in total, representing a year-on-year
increase of 52.4%. Such increase was driven by a multitude of
favourable factors including the implementation of the new anti-
overloading policies, the fostering of PPP (Public Private Partnership)
projects, and the acceleration of fixed asset investments. Under such
influence, during the reporting period, the Company reported sales of
370,000 units of heavy-duty truck engines, representing a year-on-year
increase of 86.9%, and a market share of 33.1%, representing an
increase of 6.1 percentage points from the corresponding period of last
year, maintaining its leading position in the industry. Shaanxi Heavy-duty
Motor Company Limited (BRFEERR5EBE AR A7), a controlling
subsidiary of the Company, reported an aggregate sales of 149,000
units of heavy-duty trucks for the year, representing a year-on-year
increase of 81.3%, maintaining its position as the top fourth player in
the heavy-duty truck market of the PRC with remarkable increase in
market share and exemplifying the augmented advantage brought forth
by the complete-vehicle business. Shaanxi Fast Gear Co., Ltd. (BRFE)E L
HEEtR AR AEAT), a controlling subsidiary of the Company, has
further consolidated its leading position in the industry with its
aggregate sales of 835,000 units of gear boxes, representing a year-on-
year increase of 66.8%.

In 2017, fixed-asset investments in the PRC (excluding agricultural
households) reached RMB63.17 trillion, representing a year-on-year
growth of 7.2%, and a drop of 0.9 percentage points in growth rate
year-on-year. The total planned investments for newly-commenced
construction projects reached RMB51.91 trillion, representing a year-on-
year growth of 6.2%. Investments in property development reached
RMB10.98 trillion, representing a year-on-year growth of 7%, and an
increase of 0.1 percentage points in growth rate year-on-year. As such,
during the reporting period, the construction machinery industry
achieved a reviving growth, delivering sales of 584,000 units in the
entire construction machinery industry (including electric fork-lift trucks),
representing a year-on-year increase of 47.0%, among which the sales
volume of wheel loaders with a load capacity of 5 tonnes was 61,500
units, representing a year-on-year increase of 45.0%. The Company sold
a total of 56,600 units of engines for wheel loaders with a load capacity
of 5 tonnes, representing a year-on-year increase of 76.1%, further
consolidating its leading position in the market of wheel loaders with a
load capacity of 5 tonnes.
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CHAIRMAN'S STATEMENT (CONTINUED)

During the reporting period, under the influence of the state’s
macroeconomic policies, the passenger vehicles market of the PRC
maintained its downward trend as in previous years, with accumulated
sales of 527,000 units, representing a drop of 3% year-on-year. Among
such, the market of large-sized passenger vehicles reported accumulated
sales of 94,000 units, representing an increase of 4.1% year-on-year.
The medium-sized passenger vehicle market suffered a serious drop in
sales, with accumulated sales of 85,000 units which represented a year-
on-year decrease of 14.6%. The light passenger vehicle market, which
commanded larger market share, reported accumulated sales of 348,000
units, representing a decrease of 1.5% year-on-year. During the
reporting period, with its efforts in adjusting product structure and
strengthening marketing promotion, the Company’s cumulative sales of
engines for use in large-sized and medium-sized passenger vehicles
amounted to 22,000 units, representing a year-on-year increase of
1.4%.

During the reporting period, the Company adhered to the market-
oriented approach and accelerated structural adjustments of products
and businesses, thereby enhancing its market competitiveness and
maintaining a relatively fast development momentum. In 2017, the
Company reported a sales figure of 56,000 units of WP13 products,
representing a growth of 2.6 times year-on-year, and becoming a
dominating product for commercial vehicles of large exhaust volume. In
the first year of its sale launch, the newly upgraded strategic product
WPIOH/WP10H recorded a sales figure of 29,000 units and won positive
feedbacks from customers. Yangchai “Sharp Power” products recorded
sales of 102,000 units for the year, representing a growth of 17.5%.
The sales of engines for use in agricultural equipments increased by
83.1% year-on-year to 28,000 units. The sales of engines for use in
industrial equipments increased by 78.6% year-on-year to 11,000 units.
During the same period, Shaanxi Heavy-duty Motor Company Limited, a
controlling subsidiary of the Company, had balanced its business
development in the aspects of dump trucks, tractors and cargo-carriers.
Heavy-duty trucks powered by natural gas continued to maintain a
leading position and formed competitive advantage in a number of
market segments. Building upon its solidified medium-duty and heavy-
duty truck businesses, Shaanxi Fast Gear Co., Ltd. continued to expand
its market shares in large to medium-sized passenger vehicles, achieving
remarkable effects in its structural adjustments. For strategic products
such as S-series gear boxes, AT/AMT and speed reducers, scalable sale
has been in place, with new-energy transmission system being
developed and introduced.
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CHAIRMAN'S STATEMENT (CONTINUED)
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During the reporting period, the Company grasped strategic
opportunities and fostered its solid efforts in various aspects, achieving
rapid development with substantial growth in its major economic
indicators, along with marked increase in its overall strengths and
competitiveness. Firstly, the Company continued to make strategic
structural adjustments in a steady pace. Grasping opportunities and
making scientific arrangements, the Company continued to enhance and
optimize its products and stepped up its efforts in market expansion.
While multifold growth was achieved in new strategic products and
strategic markets, traditional products and markets also saw remarkable
growth in the course of steady progression of structural adjustments.
Secondly, adhering to innovative development, the Company fully
expedited the pace of scientific innovation in terms of reforms of
technology systems and mechanisms, by creating a fervent technological
eco-system of creativity and establishing overseas innovation centres for
forward-looking innovation projects, hence paving way for the “going
high-end” strategic development. Thirdly, the Company deepened its
business consolidation and achieved sound development in its overall
overseas business development, with an increased pace of overseas
development and global coverage of its strategic businesses. The
acquisition of shares of the U.S.-based PSI Inc. has built a sound platform
for the Company’s entry into the U.S. market. The China-Belarus
Industrial Park in Belarus, invested by a joint venture formed by Weichai
and the Minsk Automotive Plant (MAZ) laid foundation for the
development of another key base for the localized manufacturing of
Weichai’s overseas engines and the fostering of international
cooperation in production capacity. Fourthly, the Company made
scientific arrangements for its operation. Through sales activities such as
“Work hard 100 days to achieve production and sales volume of
180,000 units” and "Attain sales volume of 300,000 units in the first
half of the year”, the Company mobilized all staff members to expand
market, secure sales orders and capture high production and achieved
an overall success.

Towards the end of 2017, the Company issued its strategy for the period
of 2020 to 2030, under which the traditional businesses of the
Company will have to outperform the global top standards by 2020 and
the new energy business of the Company will have to become a global
industry leader by 2030. We will benchmark our own performance in
terms of customer satisfaction, shareholders’ return, staff happiness and
corporate social value against global top-notch enterprises and forge
ourselves into a well-respected company.
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CHAIRMAN'S STATEMENT (CONTINUED)
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During the reporting period, the Company’s revenue increased by
62.7% compared with that in 2016 to approximately RMB151,569
million. The net profit attributable to shareholders of the listed company
was approximately RMB6,808 million, representing a substantial increase
of 178.9% compared with that in 2016. The basic earnings per share
was RMBO0.85, representing an increase of 178.9% compared with that
in 2016.

DIVIDENDS

Putting shareholders’ interests and returns as its top priority, the
Company has maintained a relatively stable dividend policy. On 28
March 2018, the Company’'s 2017 profit distribution proposal was
approved by the Company’s seventh 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,
based on the total share capital of 7,997,238,556 shares, without any
capitalisation of reserve. Completion of the proposal is subject to the
consideration and approval by the 2017 Annual General Meeting. 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 March 2017, the Company approved the entering into of a share
purchase agreement by Weichai America Corp., a wholly-owned
subsidiary of the Company, with the U.S.-based Power Solutions
International, Inc. (hereinafter, “PSI 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 PSI Inc., with a total
investment of USD60 million. In November 2017, upon full conversion of
the aforesaid preferred shares into ordinary shares, the Company,
through Weichai America Corp., held shares representing 40.7% of the
total issued share capital of PSI Inc. and became its largest shareholder.
Pursuant to the agreement, 18 months after the completion of the
above transaction, Weichai America Corp. may exercise a call option to
further increase its holding in PSI Inc. to 51%. With PSI Inc.’s technology
and experience, existing customer base, sales channels, and service
networks in North America, the Company can quickly enter the North
American market. Through positively participating in the competition of
the North American power system market, the Company can enhance its
level of market penetration and brand influence.
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CHAIRMAN'S STATEMENT (CONTINUED)

IV. OuTLOOK AND PROSPECTS
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In 2018, the global economy is expected to grow at a rate of 3.6%, an
increase from 3.2% in 2017. International trade, which has been
hindered since the financial crisis, will witness a period of rapid growth
and become a major force in driving and speeding up the worldwide
economic growth. The “America First” stance taken by the United States
government will stimulate a continual recovery of the U.S. economy in
the short run, yet at the same time bring tremendous impact to the
global capital flow and division of labour for industries. In Europe, with
the receding European debt crisis, an overall trend of recovery is
expected to continue. For emerging markets and developing economies,
the adjustments over the past years will be followed by augmented
growth dynamics and economic growth is expected to be more rapid in
future. The East Asian and South Asian regions will remain the world’s
most vivid economies with the highest pace of growth. In Mainland
China, the report on the 19th People’s Congress issued by the
Communist Party of China has identified the ambitious goals for the two
phases of China’s economic development, pointing to the change from
a growth phase of high speed to one of high quality and highlighting
the importance of developing the real economy, to which key resources
should be drawn, policy measures should be tilted and more work focus
should be turned, exemplifying China government’s emphasis on the
real economy. It is anticipated that the economic growth in China will
remain steady, with a growth rate of approximately 6.5% on a full-year
basis.

The Company is cautiously optimistic about the development trend of its
related industries. In 2018, affected by the high base-figure and
economic policy in 2017, it is expected that while the heavy-duty truck
market will see some decrease in the pace of growth, it will continue
running within a high range, which is mainly attributable to the
following reasons. Firstly, with the continual growth in infrastructure
investment, the newly-commenced infrastructure construction projects
pursuant to the “One Belt and One Road” initiative and the increase in
the volume of construction projects in free-trade zones, there will be a
gradual revival in the market demand for construction vehicles. Secondly,
the restrictions on the use of China Ill Emission Standards vehicles, the
clean-up of the hazardous chemicals market, the tightened management
over the measurement and overloading of trucks and the weighing of
trucks in the licensing process will bring forth an accelerated
replacement cycle, and hence resulting in a faster upgrade within the
market and a more obvious trend for efficient logistics transportation to
go high-end. Thirdly, with the emergence of e-commerce logistical
planning, the development of logistics industry will become more
efficient and standardized. The sales volume of high-speed, standardized
vehicles models will gradually increase together with the rising demand
for high-emission volume, high-powered vehicles.
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CHAIRMAN'S STATEMENT (CONTINUED)

In 2018, buoyed by factors such as investments in infrastructure and the
demand for equipment upgrades and the rebound of overseas market
demand, the construction machinery industry will recover continuously.
It is expected that the cumulative annual sales will exceed 636,000 units,
representing a year-on-year growth of more than 9%. In terms of
international market conditions, the ‘One Belt and One Road’ initiative
drives interconnection among infrastructure and growth of infrastructure
construction and China’s foreign engineering contracts will speed up
with the substantial demand. The Trump administration has
implemented proactive fiscal policies and stepped up infrastructure
construction, creating substantial strategic development opportunities in
overseas markets. Domestically, with the implementation of proactive
fiscal policy in the PRC, investment in construction of infrastructure will
remain in a high range, and PPP projects will be more promptly
implemented. With higher shortcomings in infrastructure and civil
aspects in the PRC, the industry is in urgent need of reform and
upgrade, which will drive sales growth in the industry. It has been seven
to eight years since the last peak of the construction machinery industry.
Having entered into the cycle of upgrade and replacement, there will be
larger room to meet such upgrade demands in the next two to three
years.

Currently, with increasingly stringent regulations on emission levels, the
upgrade of technologies has also been speeding up. 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 research and development, 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 its engine products, the Company is poised
to maintain its leading position in the market of high-power engines and
heavy-duty gear boxes. The Board has full confidence in the
development prospect of the Company.
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CHAIRMAN'S STATEMENT (CONTINUED)
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In 2018, adhering to the main theme of “robust and stable growth of
high quality”, the Company will work towards better profitability via
technological enhancement of its products and adopt the change from a
sales-driven approach to a product-driven approach. In particular, the
Company will work strenuously on the following:

Firstly, the Company will continue to solidify its focus on customer
orientation, make good use of the advantage of its product mix, further
expedite structural adjustments and seek breakthroughs in strategic
markets, consolidate its leading position in traditional business markets,
and work diligently towards the pre-determined annual sales target.
Secondly, the Company will step up its investment in research and
development (R&D) and speed up its R&D progress, meeting standards
of the top players in the world, moving towards high-end in general
building products with the best core competitiveness, and achieving
breakthroughs and pioneering development in core technologies
through a series of key R&D projects. Thirdly, the Company will continue
to uplift the operating capability of its overseas entities, augment
resources sharing, deepen exchanges and cooperation, expedite business
integration, enhance the ability of collaboration, and speed up the
localized implementation of technology developed in China. Fourthly,
the Company will accelerate the industrial implementation of its new-
energy business and foster the construction of industrial parks for new-
energy power industry. Fifthly, the Company will carry out
comprehensive innovation of its talent recruitment mechanism, explore
the possibility of implementing share incentive schemes, talent
recruitment incentive systems, etc., to create the optimal competitive
platform for the aggregation of talents and incentivize energy for
innovation of the entire team to enhance the core competitiveness of
the Company. Sixthly, the Company will strengthen management and
control of operational risks, with a focus on expediting the process of
transformation to high-quality development by uplifting profitability,
lowering gearing ratio and guarding against risks. Seventhly, the
Company will benchmark itself against top players, consolidate
resources, and make thorough use of technology including big data,
smart manufacturing, mobile internet, cloud computing and internet of
things, to expedite transformation towards a smarter, more networked
and more digitized direction and achieve full-value-chain management
of the Company.
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CHAIRMAN'S STATEMENT (CONTINUED)

V. 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, 28 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS SIBE5ismEniy

FERARSARERNE - —+F =1
SRR ERENHES
B HE T

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
2017 as follows:

I. INDUSTRY ANALYSIS BE
The Company is one of the vehicle and equipment manufacturing ARBEFREGEAENRBHNARE &“*
conglomerates in the PRC with the best comprehensive strengths. It is a BREEXSEE 2 — B AKX
leading company in the markets of powertrain, complete vehicles and BEE RBEZESHMAESEETFREE ?’?
machines, hydraulic controlling parts and automotive electronics and MEBEERA EERTEMNEEHHE -
parts and components. It is equipped with the most comprehensive FRENEBFBHEENETSRE -
supply chain of engines, gear boxes and axles and offers related after- K - AEBEEEGREREEYR AT
sales market services. Meanwhile, the Group is actively developing PRt T EBEMRITE-
intelligent logistics to provide comprehensive solutions to its customers.
1. Heavy-duty Vehicle Industry 1. BERREITE
In 2017, the economy continued to improve in the midst of RZZE—+F FEBFRFEE
stability as the Chinese government insisted upon the general Pk TIERER  WEEHSG
keynote of making progress while maintaining stability, AlEBEMERE THRERSEEN
emphasized structural reforms of the supply aspect and continued W RBETREBRRGT - EF
with the enhancement of quality and efficiency. Last year, the & NEERBREBEEARKS7
gross domestic product of the PRC reached RMB82.7 trillion, BRI RALIER69% - FENA
representing a year-on-year growth of 6.9%. Under the influence BERER  RFA & E X (Public
of a number of favorable factors, such as the implementation of Private Partnership[PPP ) I8 B it -
anti-overloading policies, the progress of Public Private Partnership TEEREARREENAEXZRE
(“PPP") projects and the acceleration in investments in fixed Z EANERTHHESEREER
assets, the sales volume in the domestic heavy-duty truck market 2FERBEENINIEH B
witnessed a substantial growth. The aggregate sales figure of the B R#52.4% °
heavy-duty truck market in the year was approximately 1,117,000
units, representing a year-on-year increase of approximately
52.4%.
16 WEICHAI POWER Co., LTD. a8 NiRNBERLD



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Construction Machinery

During the reporting period, fixed-asset investments in the PRC
(excluding agricultural households) reached RMB63.17 trillion,
representing a year-on-year growth of 7.2%. The total planned
investments for newly-commenced construction projects reached
RMB51.91 trillion, representing a year-on-year growth of 6.2%.
Investments in property development reached RMB10.98 trillion,
representing a year-on-year growth of 7%. As such, positive
growth resumed in the construction machinery industry. In 2017,
the construction machinery industry (including electric forklift
trucks) reported sales of approximately 584,000 units,
representing a year-on-year growth of 47.0%, among which, the
sales volume of wheel loaders with a load capacity of 5 tonnes for
use in large construction machinery was approximately 61,500
units, representing an increase of approximately 45.0%.

Passenger Vehicle Market

In 2017, the passenger vehicle market exhibited an ongoing
downturn as a result of the continuous influence of China’s
national express rail taking up the share of the transportation
market and the implementation of macroeconomic policies in the
country during the reporting period. The sales volume of
passenger vehicle market for the year was 527,000 units,
representing a year-on-year decrease of 3%.

Forklift Truck and Supply Chain Solutions Industry
During the reporting period, international trade increased on the
back on the revival of the global economy, increase in investing
activities, robust development of electronic commerce and wide
application of industrial 4.0 technology. The forklift truck and
supply chain solutions industry recorded a strong growth, with
augmented capital expenditure being made by industry players for
various uses including expansion of warehousing capacity, forklift
truck equipments and the installation of automated systems.
Global sales orders for forklift trucks increased from approximately
1.185 million units last year to approximately 1.397 million units
this year, representing a year-on-year growth of approximately
17.9%. In particular, Central and South America, Asia-Pacific and
Eastern Europe achieved strong growth, increasing by
approximately 29.8%, 28.5% and 21.6% respectively from the
corresponding period of last year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED) SIREBImANIT (8)

IT. THE GROUP’S BUSINESS o REKEBEZER
An analysis of the Group’s business segments is set out in Note XIV.2 to AEBEXBEDBZOMEAREGHYEH
the consolidated financial statements. The following is an overview of BERMETE 2-AKEEXTEEMLZ
the operating conditions of the major products of the Group: AR

18

Sale of Diesel Engines

For Use in Heavy-duty Trucks

The Group is the largest supplier of diesel engines among major
manufacturers of heavy-duty trucks with a load capacity of 15
tonnes (and above) in the PRC. In 2017, the sales volume in the
heavy-duty truck market saw a significant growth, with the
Company having sold a total of approximately 370,000 units of
heavy-duty truck engines (2016: approximately 198,000 units),
representing a substantial year-on-year growth of approximately
86.9%. The Company maintained its leading position in the
heavy-duty truck auxiliary market with its market share of 33.1%
(2016: approximately 27%), representing a year-on-year increase
of approximately 6.1 percentage points.

1. HEKHBAK

ARERKE
AEBEEFPBEEHESI15H R E
ERAREFERIEFHREALEM
BEREF - E T —+tFHM
ERMEHEHEEARE R AalH
HEERAZRHHUNIT0ES(Z
T—XF:H19884) B KX
B R 4869% EERMHEE
HHEEBIR (ZE—RNF L
27%) Bt EFA A6 1EE » B
THEE WA -

For Use in Construction Machinery AR T FE# W
The Group is also the largest supplier of diesel engines among REB MR EEHESSM TR
major manufacturers of construction machinery (mainly wheel BH(ETEZEABAELHBHEE

loaders) with a load capacity of 5 tonnes in the PRC. Out of the
diesel engines sold during the year, approximately 56,600 units
(2016: approximately 32,000 units) were engines for wheel
loaders with a load capacity of 5 tonnes, representing a significant
increase of approximately 76.1% compared to that in the
corresponding period last year. The Group’s market share
increased further, maintaining its leading position in this sector.

For Use in Passenger Vehicles

During the period, despite unsatisfactory performance of the
large-sized and medium-sized passenger vehicle market, with the
Company’s efforts in adjusting product structure and
strengthening marketing promotion, the Company’s aggregate
sales of engines for use in large-sized and medium-sized passenger
vehicles amounted to approximately 22,000 units, representing a
marginal year-on-year increase of approximately 1.4%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Forklift Trucks Production, Warehousing
Technology and Supply Chain Solution Services
Benefiting from the strong growth of the forklift truck industry
and the leading position of KION Group AG (“KION") in electric
forklift truck and the European market, the Group reported an
increase of orders for forklift trucks from approximately 178,300
units last year to approximately 201,400 units this year,
representing a year-on-year growth of approximately 13.0%.
During the reporting period, KION actively intensified the “2020
Strategy” and sought to develop it into the “KION 2027"
Strategy, and expedited the integration of the Dematic business
line for better synergy. The full-year results of Dematic was
consolidated to the Group for the first time in 2017. Before
elimination of intra-group sales, the forklift trucks production,
warehousing technology services and supply chain solution
services business contributed sales revenue of approximately
RMB58,493 million to the Group during the reporting period,
representing a significant increase of approximately 42.4% from
approximately RMB41,063 million last year.

Sale of Heavy-duty Trucks
During the year, the Group sold approximately 149,000 units of
heavy-duty trucks, representing an increase of approximately
81.3% from approximately 82,000 units in the corresponding
period in 2016. Shaanxi Heavy-duty Motor Company Limited (B&7G
EARTBEARRAR]), a controlling subsidiary of the Company,
maintained its top fourth position in terms of sales in the domestic
heavy-duty truck industry and strived to achieve top three. Before
elimination of intra-group sales, the truck business contributed
approximately RMB47,351 million to the Group’s revenue this
year.

Sale of Heavy-duty Gear Boxes

During the year, the Group sold approximately 835,000 units of
heavy-duty gear boxes, representing an increase of approximately
66.8% compared to the approximately 501,000 units of heavy-
duty gear boxes sold in the corresponding period in 2016,
maintaining a stable leading position in the industry. Before
elimination of intra-group sales, the gear boxes business
contributed approximately RMB13,245 million to the Group's
revenue this year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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5. 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 RMB602
million from approximately RMB3,564 million in the corresponding
period of last year to approximately RMB4,166 million,
representing a year-on-year increase of approximately 16.9%.

Last year, the Company budgeted that sales revenue in 2017 would be
approximately RMB107 billion, representing a growth of approximately
15%. The actual sales revenue was approximately RMB151.6 billion,
representing a significant year-on-year increase of approximately 62.7%.
The actual sales revenue largely exceeded the budgeted sales revenue by
approximately RMB44.6 billion or 41.7%, mainly because the Company
maintained a steadfast commitment in serving the market and expedited
the structural upgrade of products and businesses, thereby boosting its
market competitiveness on an ongoing basis and capturing market
opportunities. Meanwhile, the general positivity in the Group’s overseas
businesses and the global reach of its international development strategy
contributed positively to the Group’s businesses.

As China migrates from a stage of high-speed growth to a stage of
high-quality development, it is anticipated that its economic growth will
remain stable in 2018, with an annual growth rate of approximately
6.5%. Driven by international trade, the global economy is expected to
grow at a higher pace of 3.6%. The “High-quality Proactive and Robust
Growth” initiative has been proposed by the Company and the Group
will work strenuously to achieve the corporate goal under the “2020 to
2030 Strategy”. As at 31 December 2017, orders on hand amounted to
approximately RMB29.2 billion. The Company budgets a sales revenue
growth of approximately 10.0% for 2018 to approximately RMB166.7
billion.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

ITI. FINANCIAL REVIEW
The Group'’s Results of Operations

1.

a.

Revenue

The Group's revenue increased substantially by
approximately RMB58,385 million or approximately 62.7%
from approximately RMB93,184 million in 2016 to
approximately RMB151,569 million in 2017. This was
primarily attributable to the substantial growth of the heavy-
duty truck market in China, the continual expansion of the
Group’s market share resulting from ongoing product
innovation, and the consolidation of the full-year results of
Dematic. In particular, the revenue from principal operations
increased by approximately 62.3%, from approximately
RMB91,148 million in the previous year to approximately
RMB147,929 million for the Year. Other revenue increased
by approximately 78.8%, from approximately RMB2,036
million in the previous year to approximately RMB3,640
million for the Year.

Profit from Principal Operations

During the Year, the Group generated profit from principal
operations in the amount of approximately RMB32,787
million, an increase of approximately 56.3% from
approximately RMB20,981 million recorded in the
corresponding period in 2016, primarily attributable to the
increase in revenue from principal operations. For the forklift
trucks production, warehousing technology and supply
chain solution services segment, the increase in raw material
prices and the weak Euro led to the decrease in the profit
margin of the principal operations. However, the Group’s
focus on product research and development, expedited
adjustment of product and business structure, as well as
increasing competitiveness have contributed to the Group’s
stable profit margin of its principal operations at
approximately 22.2%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Distribution and Selling Expenses

Distribution and selling expenses increased by approximately
35.2% to approximately RMB10,338 million in the Year
from approximately RMB7,645 million in the corresponding
period of 2016. The increase of distribution and selling
expenses was primarily attributable to the increase in after-
sales expenses and products return fee resulting from the
substantial increase in sales revenue. However, with strict
control over expenses and the effect of the economies of
scale, the distribution and selling expenses as a percentage
of revenue decreased from approximately 8.2% in the
corresponding period of 2016 to approximately 6.8% in the
Year.

General and Administrative Expenses

General and administrative expenses increased by
approximately RMB1,950 million or approximately 25.5%
from approximately RMB7,652 million in the corresponding
period of 2016 to approximately RMB9,602 million in the
Year, which was mainly due to the consolidation of the full-
year results of Dematic and the Group’s increase in
technological development expenses. The general and
administrative expenses as a percentage of revenue
decreased by 1.9 percentage points from approximately
8.2% in the corresponding period of last year to
approximately 6.3% in the Year.

Earnings Before Interest and Tax (EBIT) and
Adjusted Total Profit For Purchase Price
Allocation

During the Year, the Group's EBIT increased by
approximately RMB5,830 million or 113.6% to
approximately RMB10,960 million from approximately
RMB5,130 million in the corresponding period in 2016. The
increase was primarily attributable to the increase in sales
amount which resulted in a noticeable impact of the
economies of scale, while the improved EBIT margin from
approximately 5.5% in the corresponding period of the
previous year to approximately 7.2% this Year was due to
the Company'’s effective control over expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

For a business combination involving enterprises not under
common control, the cost of business combination should
be allocated between the identifiable assets and liabilities
acquired on the date of acquisition, and assets and liabilities
should be accounted for at fair value and are subsequently
measured (“purchase price allocation”). The purchase price
allocation of the Group primarily arose from the acquisition
of KION and Dematic. In this year, the two purchase price
allocations stated above resulted in a decrease in profit
before tax of RMB2,306 million (2016: RMB608 million).
After adjustment for the purchase price allocation, total
profit amounted to approximately RMB12,838 million,
representing an increase of approximately 135.2% from
approximately RMB5,459 million in the corresponding
period of last year.

Finance Expenses

Finance expenses increased by approximately 197.1% to
approximately RMB591 million in the Year from
approximately RMB199 million in the corresponding period
of 2016. This was mainly attributable to the increase in
foreign exchange losses for the reporting period and KION
having completed its refinancing arrangement and repaid
the medium-term notes in the amount of EUR450 million in
advance last year, resulting in a recognition of a one-off
amortised income.

Income Tax Expenses

The Group's income tax expenses increased by
approximately 29.0% from approximately RMB1,041 million
in the corresponding period in 2016 to approximately
RMB1,344 million in the Year. The Group's average effective
tax rate was approximately 12.8% in the Year, compared to
approximately 22.5% in the corresponding period in 2016,
marking a decrease of 9.7 percentage points. The decrease
in effective tax rate was mainly due to the increase in the
proportion of profit from the Group’s business in China and
the lower average effective tax rate in China than overseas,
and the effect of the one-off deferred income tax income of
approximately EUR92.2 million arising from the adjustment
of the United States corporate income tax rate from 35% to
21%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Net Profit and Net Profit Margin

The Group's net profit increased by approximately 155.2%
from approximately RMB3,596 million in the corresponding
period of 2016 to approximately RMB9,178 million in the
Year. During the Year, the net profit margin was
approximately 6.1%, representing an increase of
approximately 2.2 percentage points from approximately
3.9% recorded in the corresponding period in 2016. This
was primarily attributable to the substantial increase in the
Group's revenue in general, the increase in the proportion
of profit derived from China under the continual growth of
the heavy-duty truck industry and the downward
adjustment of the United States corporate income tax.

Liquidity and Cash Flow

During the Year, the Group generated operating cash flows
of approximately RMB16,258 million. A portion of such
proceeds was applied to acquiring approximately 4,023,275
additional KION shares (at a total consideration of
approximately EUR260 million), acquiring shares of the U.S.—
based Power Solutions International, Inc. (at a total
consideration of approximately US$60 million), and the
increase in the Group’s equity interest in Shandong Heavy
Industry Group Finance Co., Ltd. from 20% to 37.5% (at a
consideration of RMB648 million), repaying borrowings,
paying interest and acquiring property, plant and equipment
for the expansion of the Group’s business. As of 31
December 2017, the Group’s gearing ratio (Net interest-
bearing debts/(Shareholders’ equity + net interest-bearing
debts)) was 35.5% (31 December 2016: 47.0%).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

2. Financial Position

a.

Assets and Liabilities

As at 31 December 2017, the Group had total assets of
approximately RMB189,638 million, of which approximately
RMB100,340 million were current assets. As at 31
December 2017, the Group had cash and cash equivalents
of approximately RMB34,222 million (as at 31 December
2016: approximately RMB27,123 million). On the same
date, the Group’s total liabilities was approximately
RMB133,283 million, of which approximately RMB78,474
million were current liabilities. The current ratio was
approximately 1.28x (as at 31 December 2016:
approximately 1.30x).

Capital Structure

As at 31 December 2017, the Group had total equity of
approximately RMB56,355 million, of which approximately
RMB35,240 million was attributable to equity holders of the
Company and the balance was minority interests. Interest
attributable to minority interest holders includes the issue of
perpetual capital securities in the principal amount of
US$775 million in September 2017. The borrowings of the
Group as at 31 December 2017 amounted to approximately
RMB31,071 million, which included bonds of approximately
RMB10,460 million and bank borrowings of approximately
RMB20,611 million. Borrowings repayable on demand or
within a period not exceeding one year were approximately
RMB4,932 million, borrowings repayable within a period of
more than one year but not exceeding two years were
approximately RMB2,973 million; borrowings repayable
within a period of more than two years but not exceeding
five years were approximately RMB12,534 million; and
borrowings repayable within a period of more than 5 years
were approximately RMB171 million. The bank borrowings
included approximately RMB3,920 million of fixed interest
rate bank borrowings and approximately RMB16,691 million
of floating interest rate bank borrowings. Other than Euro-
denominated borrowings equivalent to approximately
RMB18,087 million and USD-denominated borrowings
equivalent to approximately RMB312 million, the borrowings
are primarily Renminbi-denominated borrowings. The
revenue of the Group is mainly in Renminbi and Euro.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Contracts have been entered into with financial institutions
to swap the USD400 million USD-denominated bonds issued
in September 2015 and the USD775 million USD-
denominated perpetual capital securities issued in
September 2017 to Euro, and thus the Group does not
consider the currency risk facing its future general cash
outflow 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.

Pledge of Assets

As at 31 December 2017, bank deposits and notes
receivable of approximately RMB16,830 million (as at 31
December 2016: approximately RMB10,788 million) were
pledged to banks to secure the Group’s notes payable, letter
of guarantee, letter of credit and etc. 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 balance sheet date was approximately the
same as the carrying amount. Certain other assets were also
pledged by the Group to secure the Group's borrowings.

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD

B2 B 51 ch 5 iifr (4&)

B AR N312BET
DRI BB T E S R ETTER
N HMERETEAARE
BR-AEERAETER A
REMBTEA ME=ZZ
—RAEAAM_-_ZE—+LEAR
BEaTDNABIBETES
M775EELKBEEHE H
CREBETAENEIF AR
TR AREERAHEETEE
KRB & SN E E
WAREK - AREBOBE B
EREEBAUERIAEEE
BEAFELE RNER
BlrEaBEREZLIARR
HEAXEHR AEEELE
BEBTFEHFTE-

A W R

EELHT
RZZE—+tF+ZA=+—
H REEBHHARE
16,830BE LR =T —X~F
+ZA=Z+—H HARE
10,788 B & U)W 1T 17 X &
EWEEERTFRT EA
AEEBMERTHREESE
B-RE - ERAEFFHEA
me ERBRITFRIZRT
RITHFEF B - 2 BIEFH
RAEBIRITEREER T
Rk -NEEBEXRB R
TEFNAFEEHLEEE
BE - AXEEFEERET
HMEE (EFAAEEMB X
R



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Contingencies

On 31 December 2017, the Group provided certain
distributors and agents bank guarantee amounting to
approximately RMB3,522 million (as at 31 December 2016:
approximately RMB2,457 million) to secure their obtaining
and use of banking facilities.

As at 31 December 2017, 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 RMB1,507 million (as
at 31 December 2016: approximately RMB923 million).

As at 31 December 2017, the Group’s guarantee for
borrowings and other guarantee amounted to
approximately RMB376 million (as at 31 December 2016:
approximately RMB662 million).

Commitments

As at 31 December 2017, the Group had capital
commitments of approximately RMB1,803 million (as at 31
December 2016: 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 2017, the Group had investment
commitments amounting to approximately RMB5 million.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED) SIREmMmMNIT (&)

3. Other Financial Information 3. HtMKER

a. Employees a EEEHM
As at 31 December 2017, the Group had approximately RZE—+F+_A=+—
74,500 employees (including approximately 31,600 H- &2 a k¥ A 474,500
employees of KION). During the Year, the Group paid % & 8 (B 15 4931,600 % 8l #
remuneration of approximately RMB21,890 million. The BE) - RAFE AEEA
emolument policy of the employees of the Group is set up IRALHANRBE21,808 8
by the Remuneration Committee on the basis of their T A EE B M B BR
merits, qualifications and competence. HARAIFMEESRER
ENRE BERRKRIEREN

EE -

During the Year, skills enhancement trainings were arranged RAFE R EREMNE
for employees according to their job positions, based on the BB MM I SRS R
respective prerequisites, our corporate strategies and the BREk HXBEAEHEHE
needs of business development, covering more than 97% of LR ERAEI HEAE
the Group’s employees by means of online and offline HET  AABQZ2HEIEISE
platforms to cater to self-learning and classroom training EIRAE SRR 3
taught by internal lecturers or lecturers engaged externally, Sl K B2 25 ON BR H R B I
or taught by external agencies. The Group spent RN BEXRENITMA L
approximately RMB18 million in aggregate on providing 2K AEINEBERHOARK

such trainings during the year. 18H &L °

b. Major Investment b. BEARE
On 22 May 2017 (Central European Time), KION Group AG RZE—+tFRATZHK
("KION") issued in aggregate 9,300,000 new KION shares N FR SR B ) - KION Group AG
through the accelerated market bookbuilding offering (Te\ )35 3@ hn 3k ™ 35 8 &2
process. The Company has, through its indirect wholly- & 5 = B 17 A $£9,300,000
owned subsidiary Weichai Power (Luxembourg) Holding S.a A% # Sl Bk 19 - A2 AR B
r.l. (“Weichai Lux”), subscribed for 4,023,275 new KION EfEE2E T RARIMEES N
shares based on the subscription price of EUR64.83 per (EHRB)ERAER QA #
KION share at a total consideration of approximately L ERE] T R6483E
EUR260 million. The Group’s shareholding in KION remains T R B8 E 74,023,275 % #7 5l
at 43.26%. Bkt BRENR26{ERK

TL e A KB AT A S B
#E4543.26% ©
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

On 30 August 2017, the Group entered into an agreement
on capital increase in relation to Shandong Heavy Industry
Group Finance Co., Ltd., to the effect that the Group will
contribute RMB648 million to increase its equity interest in
Shandong Heavy Industry Group Finance Co., Ltd. from
20% t0 37.5%.

Major Acquisition and Disposal

During the period, the Company approved the acquisition
by Weichai America Corp., its wholly-owned subsidiary, of
2,728,752 ordinary shares and 2,385,624 preferred shares
of PSI Inc., at a total consideration of US$60 million. Upon
full conversion of the aforesaid preferred shares into
ordinary shares, the Company now holds shares
representing 40.7% of the equity of PSI Inc., and become its
single largest shareholder. Pursuant to the agreement, 18
months after the completion of the above transaction,
Weichai America Corp. may exercise a call option to
increase its holding in PSI Inc. to 51%.

Save as disclosed above, the Group did not have any other
major acquisition or disposal during the Year.

Subsequent Events

On 28 March 2018, the Company’s 2017 profit distribution
proposal was approved by the Company’s seventh 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) for every 10 shares held, based on
the total share capital of 7,997,238,556 shares as of 31
December 2017, without any capitalisation of reserve.
Completion of the proposal is subject to the consideration
and approval by the 2017 Annual General Meeting.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

(1) DIRECTORS

30

Mr. Tan Xuguang, Chinese, aged 56, is the chairman and the Chief
Executive Officer of the Company, chairman of Shandong Heavy Industry
Group Co., Ltd., chairman of Shandong Communications Industry Group
Holding 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, Twelfth
and Thirteenth National People’s Congress of the PRC and was honored
“National Labor Model”, "ENEEEE ML EIE 44" (the Gold
Award of the 4th Yuan Baohua Enterprise Management).

Mr. Zhang Quan, Chinese, aged 54, 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, general
manager of marketing and general manager of the sales and marketing
company of Weifang Diesel Engine Factory. Mr. Zhang is currently a
director of Weichai Group Holdings Limited, Weichai Heavy-duty
Machinery Co., Ltd. and Beigi 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 54, 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
Société 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.I. and director of Ferretti International Holdings S.p.A. Mr.
Xu is a senior economist and holds a bachelor’s degree in science and an
MBA degree.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

Mr. Sun Shaojun, Chinese, aged 52, 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., and chairman of the U.S.-based PSI Inc.
He is a researcher in applied engineering technology, and holds a doctor
degree in engineering. He is a candidate of "BIREBT& AL LiE2"
(National Hundred and Ten Million Talents Project), receives special
subsidy from the State Council and is appointed as “ L& A RBTE
I EERFIEHEK" (Taishan Mountain scholar specialist appointed by
Shandong People’s Government).

Mr. Yuan Hongming, Chinese, aged 52, was appointed as an Executive
Director of the Company on 8 June 2017 and as an Executive President
of the Company on 5 September 2017. He had been the deputy general
manager and chief engineer of Shaanxi Automotive Group Co., Ltd. (B
TR EEEBREEAR]), deputy general manager of Shaanxi Heavy-
duty Motor Company Limited (RPEEHLSEHFRR A R]) and general
manager and chief accountant of Shaanxi Automotive Holdings Group
Co., Ltd. (BRPEAEEAREE AR A ). He is currently the chairman of
the board of directors of Shaanxi Automotive Holdings Group Co., Ltd.
(BRPE SR EE BB AR, the chairman of the board of directors
and director of Shaanxi Automotive Group Co., Ltd. (BRFE/REEE AR
EH{EA7A)), and the general manager and director of Shaanxi Heavy-duty
Motor Company Limited (PP &AL B AR /A R]). Mr. Yuan is a senior
engineer and a holder of a bachelor’s degree in engineering. Mr. Yuan
also obtained the qualification of a machinery senior professional
manager (i T3 (3R RBELIEAN).

Mr. Yan lJianbo, Chinese, aged 55, was appointed as an Executive
Director of the Company on 8 June 2017 and as an Executive President
of the Company on 5 September 2017. He had been the deputy general
manager of Shaanxi Auto Gear General Works (P70 ;55 &85 42,
deputy general manager and director of Shaanxi Fast Gear Co. Ltd. (B&
TE+EEmBRE(EAR]), and deputy general manager, general
manager and director of Shaanxi Fast Gear Automotive Transmission
Co., ltd. BREELRABEEHEEBREMAR]). He is currently the
chairman of the board of directors and the secretary of the party
committee of Shaanxi Fast Gear Automotive Transmission Co., Ltd. (B&7g
FEHEAEESHEEARSE(EAT) and the general manager and
director of Shaanxi Fast Gear Co. Ltd. Bt EmERETEAR).
Mr. Yan is a senior engineer and a holder of an executive master of
business administration degree.

ES EBERSRERAS(E)

BRLOEBEERE PEFE 525 ARA#H
TESEREITAE - 19884 I A M bh &
VR R TR (T M B S U MR AR T AR D
T-BIRM MABEREEEBRNE
RMAREEZER BEAHLERERS
BARIES #REERBRNERAAE
FEXRPSIRAIES R TRERIER
MEE I8+t BRATEAAL
BAR ZXEERE®RER LERE
ARBFEFRLEBEREER -

REAXRE FEHE 250 R F
—tEtFRNANBZRERLARBNITESR
ER-_F-—tFNAARRBERLRRE
WITRE BEEREIEEEEREE
NAEBEE - BTRM RAEA Y
EERARBEKE REAEZERSE
BARAAARKLE BEFmMmER R
TRATEEREBERAFNEER
RESEEEEREFELAFNESERK &
ERAENTEARAAAKLE &
E o RMIEM I22 4 BEER
TELERABELEABERARE -

BEHEE PEHBE S5m0 RZZ
—tFXNANBZEAARRANITE
EERR_ZE—tHFNARBETAR
RAMITRY  BERA/SE G H AR
BEE BRAEZEIFEHBEREMTD A
BlAKE EFE RAXLHAEED
SEBERETAANBEE  BKE-
FEESRAIRAEZLIBEAEEHE
EERETRARESER - EZEHL K
AETHERERETRAALLE &
A IEM SRIHEEBEL-

ANNUAL REPORT 2017 £E#R 31




DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

32

Mr. Wang Yuepu, Chinese, aged 55, 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
(#trmst2l£ 8 ), a deputy director of the Weifang City Electric
Power Construction Office (#¥mE NERIAZE), 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, a director of Weichai Heavy-duty Machinery Co., Ltd. and a
supervisor of Shandong International Trust Co., Ltd.. He is a senior
economist and holds a Master of Business Administration degree.

Mr. Jiang Kui, Chinese, aged 53, 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 (1B HE+ 48 R),
deputy general manager of Shantui Import and Export Company (LLIH#E#
H A7), deputy director, director of manufacturing department,
deputy general manager and director of Shantui Engineering Machinery
Co., Ltd. (L TEHEMARHBRAR]), deputy general manager of
Shandong Engineering Machinery Group Co., Ltd. (IE TI2#mEEA
fR/x7]), 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 currently
the general manager of Shandong Heavy Industry Group Co., Ltd., a
director of Shantui Engineering Machinery Co., Ltd., a supervisor of
KION Group AG, a director of the U.S.-based PSI Inc., and a director of
Ferretti International Holdings S.p.A.. He is a senor engineer and holds
an MBA degree.

Mr. Gordon Riske, American/German, aged 60, 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, chief
executive officer of KION Material Handling GmbH and a member of the
board of directors of KION Holding 2 GmbH. He is currently the chief
executive officer of KION Group AG. He holds a degree in electronic
engineering and a bachelor degree in business administration.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

Mr. Loh Yih, Singaporean, aged 53, 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,
an independent director and member of audit committee of
International Press Softcom Limited, a company whose shares are listed
on the Singapore Exchange, and an independent director and member
of audit committee of Trek 2000 International 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 49, 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 (A% & E#RT BRI 2% D AR
AT]), Zhengzhou Sino-Crystal Diamond Co., Ltd. (EF/H%E & £ MlA R (D
BRAT), Konka Group Co., Ltd. (BEEERMHAR LT and Jilin
Gpro Titanium Industry Co., Ltd. (HFMEEKERMNERAF). At
present, Mr. Zhang is a lawyer and partner of Beijing Zhonglun Law Firm
bR EMEEHT and an independent director of Beijing Dalong
Weiye Real Estate Development Co., Ltd. At U KFE(E = E F A D
B2 7)) and Keda Group Co., Ltd. (REZEER AR A R]). He holds
a Master of Laws from the Renmin University of China (fF B AR KE2).
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Mr. Wang Gongyong, Chinese, aged 45, 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. (Z B &= E & B R 2 7). 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 £). 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 52, 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. (KEBERERMHERAR),
Shantui Engineering Machinery Co., Ltd. (LL# TR2# %D AR A 7)),
GoerTek Inc. (FEEERR{(HAPR/AR]), Hong Yuan Securities Co., Ltd.
(RRFEERMHDABR AR, Aerospace Hi-Tech Holding Group Co., Ltd. (fit
REIIEREERRD AR AF]), China Southern Airlines Company
Limited (FFEfHHZ=ADBR A F), Sichuan Changhong Electric Co.,
Ltd. (P9)I| =T B =AM B PR A F]) and Yango Group Co., Ltd. (B8t
BN ABBRAR]) . Mr. Ning is currently a professor and doctoral tutor of
the Tsinghua University School of Economics and Management (&2 K
B EIRERT). He holds a Doctor of Philosophy in Economics from
Tsinghua University.

Mr. Li Hongwu, Chinese, aged 55, was appointed as an Independent
Non-executive Director of the Company on 8 June 2017. He is currently
an associate professor at the Law School of Shandong University, a
solicitor at Shandong Wenhan Law Firm (LI5S /2EMEFT), and an
independent director of Shandong Jinling Mining Co., Ltd. and
Shandong Head Co., Ltd. Mr. Li holds a master of laws degree from
Shandong University.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

(2) SUPERVISORS

Mr. Lu Wenwu, Chinese, aged 53, 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.

Mr. Wu Hongwei, Chinese, aged 51, was appointed as a Supervisor of
the Company on 30 August 2017. He joined Weifang Diesel Engine
Factory in 1991 and had held the positions of deputy manager of the
finance department of Shandong Weichai Import and Export Co., Ltd,
assistant to director, deputy director and executive deputy director of the
finance department of Weifang Diesel Engine Factory, chief accountant
of Chongging Weichai Diesel Engine Factory, director of the finance
department of Weichai Power Co., Ltd., and director of the finance
department of Weichai Group Holdings Limited. He is currently a director
and chief financial officer of Weichai Group Holdings Limited, a director
of Weichai Heavy-duty Machinery Co., Ltd., and a director of Kama Co.,
Ltd. He is an accountant and holds a Master of Business Administration
degree.

Mr. Ma Changhai, Chinese, aged 43, 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 head of brand
management department 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 and an officer at
the administrative office of external affairs, 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 senior political engineer and holds a bachelor’s degree.
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(3) SENIOR MANAGEMENT

36

Mr. Dai Lixin, Chinese, aged 50, is a Vice President of the Company,
the Secretary to the Board and Director of 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 and director of the securities department. Mr. Dai is a
senior economist and holds a bachelor’s degree.

Mr. Kwong Kwan Tong, Chinese, aged 51, 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 53, is a Vice President of the Company.
He joined Weichai Diesel Engine Factory in 1986 and 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 and assistant to the
general manager, and deputy manager of Weichai Power Co., Ltd.. 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 53, is a Vice President of the Company.
He joined Weichai Diesel Engine Factory in 1985 and was the assistant
supervisor and supervisor of the technology centre of Weichai Power
and deputy chief engineer and deputy general manger of Weichai
Power. Mr. Tong is a researcher in applied engineering technology and
holds a doctor’s degree in engineering. Mr. Tong receives special subsidy
from the State Council. He was appointed as “|L 4 A RBARILEE
FEEE " (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.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

Mr. Li Shaohua, Chinese, aged 52, is a Vice President of the Company.
Mr. Li joined the Company in 1987 and had held various positions
including the deputy director of the marketing department of Weichai
Power, deputy general manager of the sales and marketing company,
director of application engineering department and assistant to the
general manager and assistant to the president of Weichai Power. He is
a senior engineer and holds a bachelor’s degree in engineering.

Ms. Ren Bingbing, Chinese, aged 52, 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 49, 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, a bachelor’'s degree in
engineering and an MBA degree.

Mr. Hu Haoyan, American, aged 62, 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 Scheme Expect.

Mr. Zhang Jiyuan, Chinese, aged 53, is a Vice President and chief
designer of the Company. He joined Weichai Diesel Engine Factory in
1990 and had held various positions including the deputy director and
chief designer of the technology centre and assistant to president of the
Company. He is a researcher in applied engineering technology and
holds a master’s degree in engineering. He receives special subsidy from
the State Council. Mr. Zhang is a Taishan Industry Leader Talent and a
Young and Middle-aged Expert with Outstanding Contribution awarded
by Shandong Province.
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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 2017.

PRINCIPAL ACTIVITIES

The principal activities of the Group is the manufacture and sale of diesel
engines, automobiles and other major automobile components, other
components, import and export services, and forklift trucks and supply chain
solution 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 VIl 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 2017 are set out in Chairman’s
Statement on pages 7 to 15 and Management Discussion and Analysis on
pages 16 to 29.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 and the state
of affairs of the Company and the Group at that date are set out in the
financial statements on pages 108 to 375. The Board recommended the
distribution to all shareholders of a cash dividend of RMB2.50 (including tax)
for every 10 shares held for the year ended 31 December 2017. No
capitalisation of reserve will be implemented. This recommendation has been
disclosed as a subsequent event after the reporting period on page 342 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 376. 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 2017, the Company’s reserve available for distribution,
calculated in accordance with the relevant regulations, amounted to
RMB25,266,100,907.25. As approved by the Board on 28 March 2018, the
Company proposed to distribute to all shareholders of a cash dividend of
RMB2.50 (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 RMB6,048,000.
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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)

Yuan Hongming (Executive President)
(appointed on 8 June 2017)

Yan Jianbo (Executive President)
(appointed on 8 June 2017)

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

Li Hongwu (appointed on 8 June 2017)

Zhang Zhenhua (resigned on 29 March 2017)

SUPERVISORS

Lu Wenwu

Ma Changhai

Wu Hongwei (appointed on 30 August 2017)
Jiang Jianfang (resigned on 30 August 2017)

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 30 to 37 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 terms of office shall be from 30 June 2015 to the
conclusion of the annual general meeting of the Company for the year ending
31 December 2017, except for Mr. Yuan Hongming and Mr. Yan Jianbo whose
terms of office commenced on 8 June 2017 and shall end at the conclusion of
the annual general meeting of the Company for the year ended 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 ended 31
December 2017, except for Mr. Li Hongwu whose terms of office commenced
on 8 June 2017 and shall end at the conclusion of the annual general meeting
of the Company for the year ended 31 December 2017 and Mr. Wu Hongwei
whose terms of office commenced on 30 August 2017 and shall end at the
conclusion of the annual general meeting of the Company for the year ended
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 2017 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.

EEEHS (88

EBRSHREEBAENDE
ARBIEERAEESHREEABNBE
BENFRFEIVEITAE -

ESEENESRBEL
WITESESEBHEHARAAYRBEN B
MAEHE-_Z—RAFAAA=t+AR E=F
—tFERFAFAEERLE BREPL
ERBEERNLTEHEAHE =T —EFAN
A ZE-FT—tFEREAFRAEERL-
EHPTEFT BUFRTEFTRESTNE
HE - E-—AFAAZTHEHREAQRA-Z
—tFEREAFARSEERLE BT HARE
SEFHHE ST —ttFAAANBR EF
—+tFRRERAFAGLERLERREELEE
HAEHE-_Z—tF\A=t+HR =%
—tFBRREAFRGERL -

FREEREEHRERARNRFAXETAFR
BRI ERAA R —FABARRBHARE
CEEMERING FRIEHREE L -

ESENREBENEACHNESR

Gordon Riske L £ H A EHER R A
EEHBRARAMBEREBEAECERINEA
AIREMBARMEN R RHEERAUHA -
FE EELRBEERBANIAMAARENE
ARIAMNEREE B ERMEE BRIMRY -
CHCANER BRHERBEONEOTRES
B - BREAEBEEN BEEFTREER
ARNEHERAR M B QR KRR B
ARIFANRY HAEBMEKBS ANT
MENTEERHMEREEEAER -

ESFa@IE IR X
ARARCRBEFEERR AAEEE
ERUABERB-BRE_FT—LFT+-A
SH-BLEFER BEAREA HEE
{a] 7 R 7K 55 8 4 ] % 5 0 2 2 T 9 1B 5 X 4
i e

ANNUAL REPORT 2017 £ 3R 41




DIRECTORS’ REPORT (CONTINUED)

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2017, 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 NESBNKMKIEEEKMN

& =
RZE—+tF+_RA=+—H EZ -5k
EEABRNEEAARAARLEMABEZBE(TE

ERBFMPERII(ESZ RBEKRDDSE
XVER BBy - BB RES+  HERE
BHELRBMERIEI2GBEARAARFE
WERMALE IRBELT AR ESTET
EEXFNBRETUA(RETRDRES A
EARALREBEERXANEERERENA)

ms
Percentage of
the issued
Number of Number of share capital
Name of director Capacity “A" shares held “H" shares held of the Company
Lo N
EEpe g% FiEAREE FEHREAE ERTREAESHL
Tan Xuguang Beneficial owner 58,842,596 (Note 1) - 0.74%
8 8 X ExnEAA (Bffat1)
Zhang Quan Beneficial owner 13,684,324 (Note 1) - 0.17%
3R EnEAA (Krat1)
Xu Xinyu Beneficial owner 13,684,324 (Note 1) - 0.17%
R E ERERA (KtzE1)
Sun Shaojun Beneficial owner 13,684,324 (Note 1) - 0.17%
HLE ExnEAA (Ffat1)
Yuan Hongming Beneficial owner 440 - 0.000006%
S EnEAA
Interest held by spouse 444 - 0.000006%
RS A AEw
Yan Jianbo Beneficial owner 22,404 - 0.0003%
B % 4 EmEBEA
42 WEICHAI PoWER Co., LTD. HL&e#NBRMNERLSD



e —
DIRECTORS’ REPORT (CONTINUED) EEERE(HE)
Percentage of
the issued
Number of Number of share capital of
Name of supervisor Capacity “A" shares held  “H" shares held the Company
(RN
EEpR 5% FEHEARBE FHEHRHEE EBRRTREBEIL
Lu Wenwu Beneficial owner 600,000 - 0.008%
BXR ERERA
Wu Hongwei Beneficial owner 4,789,516 - 0.06%
RAtE ExnEAA
Notes: B -

1.

These shares were derived from the previous domestic shares of the Company. 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 tables are “long” position.

Interests in the shares of associated corporations of the
Company

Name of associated

1. ZERBZHARELTAAER - WERBAR
AEITHEER UARKIE GREBAR
#1.007C " UARBBERMEXARRI BEE -
EZERDRAREAREFRYNESZXZ P L
BHERBERAZAR -

2. LRI ERE I BIFE -

RAXTHEEEE RS OES

Approximate

Class and percentage
number of interest in the
securities entire issued

interested or
deemed to be

share capital
of associated

Note:

Name of director corporation Nature of interest interested corporations

BHERAER HAEEE

BEREHR 2BERT

EZNES IR A B R &

EEHE RS EHEMEE HrHRHA AR

Gordon Riske (Note) KION Group AG (“KION") Beneficial owner 114,060 0.10%
Gordon Riske (41 i) EmEA A ordinary shares
114,060 A% & 38 A

Interest held by spouse 93,940 0.08%

HECB A RES

Gordon Riske, a non-executive Director, was the beneficial owner of 114,060 shares in

KION and he was also deemed to be interested in 93,940 shares in KION which were
beneficially held by his wife, Ms. Benita Riske.

Save as disclosed above, as at 31 December 2017, 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.

ordinary shares
93,940 f% & i fx

Bt 5 FE#1 77 2 3 Gordon Riske 7 KION £ 114,060 A% % 17
HEZHEAA IR BRAEZ FBenita Riske X
B 25 15 5 7793,940 IR KION % 17 70 #5 5 18 25 °

X FEEEN R-F—tF+ = A
+—B BEEF BETRABRES
A E S EE LR R B IR HE R
19 35 1 % o 9 5 1R 1 B % 1% 40 % 14 ) 352
166 40 7 780 2 R0 % (6% 1 P A 7 ¢ B 2R B A
TS KA B EEET B ANE AL
AR TAR -

B
7
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DIRECTORS’ REPORT (CONTINUED) EEERE(B)

DETAILS OF CHANGES IN SHARE CAPITAL AND RSN EZRBISR BN
SUBSTANTIAL SHAREHOLDERS’ SHAREHOLDINGS

() Changes in share capital ) BREAZEBER

1. Changes in share capital (as at 31 December 2017) 1. BAEZEEFELX(BAE-F
—+FF+=-—A=+—H)

Before the movement Increase/decrease in the movement (+,-) After the movement

AREBH KpgBEd (+-) LYY S

Transfer
No. of New shares Bonus of surplus No. of
shares Percentage issued Issue to capital Others Sub-total shares Percentage
48 tH - BfHR R DEGER it it L] ]
(%) (%)
. Restricted circulating shares 867,643,515 21.70% - 8TE83515 - 3579269 871222784 1,738,866,299 21.74%
BRERNR
1. State-owned shares - - - - - - - - -
BFHR
2. State-owned legal person shares 821,265,504 2054% - 81,265,504 - - 81265504 1,642,531,008 2054%
HEEARR
3. Shares held by other domestic entities 46,378,011 1.16% - 318 - 3579269 49,957,280 96,335,291 1.20%
EfhERR
including: Shares held by domestic - - - - - - - - -
non-state-owned legal persons
B BhERE AR
Shares held by domestic natural 46,378,011 1.16% - 3180 - 3,579,269 49,957,280 96,335,291 1.20%
persons
BRERARR
4. Shares held by foreign entities - - - - - - - - -
ERR
including: Shares held by overseas - - - - - - - - -
legal persons
B AR
Shares held by overseas natural - - - - - - - - _
persons

ENARARR

Il Non-restricted circulating shares 3,130975,763 7830% - 3130975763 - (3579269 312739494 6258372257 7826%

ERERERD

1. RMB ordinary shares 2,159455,763 54.00% - 1,159,455,763 - (3579269) 2155876494 4315332257 53.96%
AREEER

2. Domestic fsted foreign shares - - - - - - - - _
B LEmNER

3. Overseas fisted foreign shares 971,520,000 2430% - 971,520,000 - - 971520000 1,943,040,000 230%
EEmEAER

4. Others - - - - - - - - -
it

Il Total number of shares 3998,619.278 100% - 3998619278 - - 3998619.278  7,997,238,556 100%
Rires
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DIRECTORS’ REPORT (CONTINUED) EEERE(HB)

() Shareholdings of the Substantial Shareholders (as at 31 (I FERRERBER(R=_Z—LtF

December 2017) +=A=+—8H)
Total number of Shareholders  The number of shareholders is BERAE £201,007F 0 H FARR KK E
201,097 among which 200,825 are 200,825  HIR AR 2725

shareholders of “A" shares and
272 are shareholders of “H”

shares.
Shareholdings of the top ten shareholders Fi 105 R 5 #F IR 18 0
Number of
Approximate Total Number of shares
percentage of number of restricted pledged or
Name of shareholder Type of Shareholder shares held shares held shares held frozen
FRES BEREGS ERARE
BRRER BREME Bl FREY RHHE HRoOHE
(%)
HKSCC Nominees Limited Foreign shareholder 24.23%  1,937,587,216 - N/A
ERRREARBABRA SMEBRE RA
Weichai Group Holdings lelted State-owned legal person 16.83%  1,345,905,600  1,345,905,600 -
HEEREEBERAR BBZEA
Weifang Investment Group Company Limited  State-owned legal person 371% 296,625,408 296,625,408 -
RGTREESEERAR BBZEA
China Securities Finance Corporation Limited ~ Domestic non-state-owned 2.83% 226,648,845 - -
PEESERBRHAERAA legal person
BNEEEEA
[VM Technical Consultants Wien Overseas legal person 1.80% 143,810,000 - -
Gesellschaft m.b.H. BONEA
B FIVME M ZHECHNERAF
Central Huijin Assets Management State-owned legal person 1.36% 108,492,800 - -
Company Limited BEA
FRESEEEREREMAER
Hong Kong Securities Clearing Company Overseas legal person 0.94% 75,024,649 - -
Limited (Note) BINEA
EROREEBRRAGE)
Shandong Enterprise Trust Operation Domestic non-state-owned 0.79% 63,434,960 - -
Company Limited legal person
LWRECERELERHERDA BNEEEZEA
Tan Xuguang Domestic natural person 0.74% 58,842,596 44,131,946 -
EBWK BERNBEAA
ICBCCS Fund - ICBC — Asset Funds and wealth 0.43% 34,770,730 - -
Management for Designated Customers management products etc.
IfmEES-IART HeBUERS
-REEFPEAEER
Note: Hong Kong Securities Clearing Company Limited holds 75,024,649 A Shares on it BERREEEFIRLAFAET75024,6498%
behalf of shareholders under the Shenzhen-Hong Kong Stock Connect ARBFREBRRIFAH -
mechanism.
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DIRECTORS’ REPORT (CONTINUED) EEERE(B)

Shareholdings of the top ten non-restricted shareholders FI105 R E IR R FF KX

46

Number of the
non-restricted

Name of shareholder shares held Type of shares
BREEREKRY
KRR & B IR 45 &2 IR 4 & 8
HKSCC Nominees Limited 1,937,587,216 Overseas listed foreign shares
EERREERBEABRLDA FoN T INE R
China Securities Finance Corporation Limited 226,648,845 RMB ordinary shares
PEESSERDBRLQT AR L ER
IVM Technical Consultants Wien Gesellschaft m.b.H. 143,810,000 RMB ordinary shares
B3 F VM Bl 54 S 4t B IR A F) AR EBE R
Central Huijin Assets Management Company Limited 108,492,800 RMB ordinary shares
PRECEEEEERAEMERAF NI il
Hong Kong Securities Clearing Company Limited 75,024,649 RMB ordinary shares
ERPREEBERAT AR L E R
Shandong Enterprise Trust Operation Company Limited 63,434,960 RMB ordinary shares
WRECERELERMDAERRD A AR EBE R
ICBCCS Fund — ICBC — Asset Management for 34,770,730 RMB ordinary shares
Designated Customers NI ill e
IRmEES-TIHRIT-BEEPEEER
ICBCCS Fund — Agricultural Bank of China — ICBCCS 33,316,400 RMB ordinary shares
Zhongzheng Financial Assets Management Scheme INIESE:
IRWEES-BRERT-LRKEHRZ
TREEEBERE
Nanfang Fund — Agricultural Bank of China — Nanfang 33,316,400 RMB ordinary shares
Zhongzheng Financial Assets Management Scheme =T =il e
BMAES-REBRT-BHIPECREEEBTE
Zhong'ou Fund — Agricultural Bank of China — Zhong'ou 33,316,400 RMB ordinary shares

Zhongzheng Financial Assets Management Scheme

FRES-RERT-FRTESRAET R

WEICHAI PowER Co., LTD.
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DIRECTORS’ REPORT (CONTINUED)

EEEHS (88

Number of the
non-restricted

Name of shareholder shares held Type of shares
BEERERN

KRR E B IR 5 &2 IR 4 &8

Boshi Fund — Agricultural Bank of China 33,316,400 RMB ordinary shares
— Boshi Zhongzheng Financial Assets Management Scheme AR T E I

BRES - BEERT-BETEEREETETE

Dacheng Fund — Agricultural Bank of China — Dacheng 33,316,400 RMB ordinary shares
Zhongzheng Financial Assets Management Scheme AR L @R

AKREE-RERIT-AKFIZCREEEIEE

Jiashi Fund — Agricultural Bank of China - Jiashi Zhongzheng 33,316,400 RMB ordinary shares
Financial Assets Management Scheme AR L BR

REES REBRT-FETICRNEEETETE

GF Fund — Agricultural Bank of China — GF Zhongzheng 33,316,400 RMB ordinary shares
Financial Assets Management Scheme AR L @R

BEES-RERT-EEFICREEETEE

Huaxia Fund — Agricultural Bank of China 33,316,400 RMB ordinary shares
— Huaxia Zhongzheng Financial Assets Management Scheme AR I E K

EEHS - RERT-EEFIFNEEETETE

Yinhua Fund — Agricultural Bank of China 33,316,400 RMB ordinary shares
- Yinhua Zhongzheng Financial Assets Management Scheme AR L @R

REAS-RERT-REFTIMEEETETE

E Fund — Agricultural Bank of China 33,316,400 RMB ordinary shares
— E Fund Zhongzheng Financial Assets Management Scheme AR I E

SHEES-REBT-FHETBeREETETE

National Social Security Fund — 412 Portfolio 24,129,212 RMB ordinary shares

EMERESN——HEE AR L E R

National Social Security Fund — 102 Portfolio 23,999,918 RMB ordinary shares

2EMRES T @G AR L BR

Note: B &t -

1. Among the aforesaid shareholders, Mr. Tan Xuguang is the chairman of Weichai 1. K EREAF  BIEKEERBUMERFIFIREE
Group Holding Limited. It is not certain whether there is any connected BERARIEFER - ARAIRMEMA + 5
relationship among other top ten shareholders and the other top ten non- WRERAMA +EEREIKHERREZFE
restricted shareholders, or whether there is any acting in concert relationship CEGFHEBHEGFE ttAMACETER —
among them. HITBA T o

2. Among the shareholders, Shandong Enterprise Trust Operation Company Limited 2. NEREF  INRELXREELERGDE

held 60,434,960 shares through general account and 3,000,000 shares through
account of collateral securities for margin trading, totaling 63,434,960 shares.

ANNUAL REPORT 2017 F#R

R 2+ 7] 3# 8 & # Bk P #5 5 60,434,960 i -
i i 15 F X 5 & (R 78 5 Bk /P % H 3,000,000
K B E GF 5 5 63,434,960 K °
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DIRECTORS’ REPORT (CONTINUED)

SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained by the Company pursuant
to Section 336 of the SFO (including interests filed with the Hong Kong Stock
Exchange) shows that as at 31 December 2017, the following persons (other
than directors, chief executives and supervisors) had the following interests and
short positions (if any) in the shares and underlying shares of the Company:

ESEHRS (88

FT2RER

RARARIBBEEHFRBAEKRAIENBBKRFTEN
FEBRRECLMEEAETSEH XA RN
MEZ)BErn R-ZE—tF+=-A=+—8"
TIHAT(EE SRABTEAERESKRIN
EARRABIRMDEBEKRGOPHES T #ER R

me(nEA) :

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 ftHE  HERS
#e/ g &S K2y
i L RE ol HR & B Bk Bk
Weichai Group Holdings Limited Beneficial owner Long 22.23% - - 16.83%
REAREEERAA EREEA #e
Shandong Heavy Industry Group Co., Ltd. Held by controlled corporation Long 22.23% - - 16.83%
(Note 1) mXBEERA e
WRETEBERARAMZT)
Brandes Investment Partners, LP (Note 3) Investment manager Long - - 78,578,612 16.18% 3.93%
(Wi#3) RELE fe
Lazard Asset Management LLC (Note 2) Investment manager Long - - 245891812 2531% 6.15%
(Hit2) RERRE e
Lazard Emerging Markets Equity Portfolio Investment manager Long - - 23,707,500 5.86% 1.42%
(Note 4)(#1£4) REEE e
Barclays PLC (Note 3)(##3) Person having a security interest Long - - 525,552 0.11% 0.03%
in shares 59
HENHBERBEZHA
Interest of corporation controlled Long - - 25,453,050 5.24% 1.27%
by the substantial shareholder ie
RIRE TR 6l 02 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
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take into consideration the Company’s bonus share issuance on 17 August 2012, 20
August 2015 and 21 July 2017 as there is no disclosure of interest obligation under the
SFO where there is no change in percentage of shareholdings for a substantial
shareholder.

Save as disclosed above, the Company has not been notified of any other
relevant interests or short positions in the issued share capital of the Company
as at 31 December 2017.

B b X B8R #E S

DIRECTORS  REPORT (CONTINUED) ESSRE(E)
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
EAR EHR HERT
#e/ g B& REAY
28 & %A ARE R Al HE & B Al Al
Morgan Stanley (Note 2) (ff i#2) Interest of corporation controlled Long - - 49335508 5.08% 1.23%
by the substantial shareholder e
ARRFAEH G EEER
Interest of corporation controlled Short - - 42,078545 4.33% 1.05%
by the substantial shareholder KE
AREFAEHNGEEES
BlackRock, Inc. Interest of corporation controlled Long - - 191,375,703 9.85% 2.39%
by the substantial shareholder e
ARRFEHGEERS

Notes: B &t

1. Shandong Heavy Industry Group Co., Ltd., a subsidiary of State-owned Assets WREEEEEEEEREZE SN B LR AL
Supervision and Administration Commission of Shandong Province, held the entire share RETEEBRAAFAHEERERFR L
capital of Weichai Group Holding Limited (formerly known as Weifang Diesel Engine a] (B 18 73 7 27 5 0 #E ) B 2 BB AR 2K o
Works).

2. The number of H shares reported above by the relevant substantial shareholder does not 2. FHZ2HZHEHEFERRIFRZHRKE R I &
take into consideration the Company’s bonus share issuance on 21 July 2017 as there is FRARNAR-ZZF—FELAZ A+ —HAAR
no disclosure of interest obligation under the SFO where there is no change in EEITE WA RREESRRBEEL  f5E
percentage of shareholdings for a substantial shareholder. BERRREB DI EEE) - RIGEEE#E 7

3 The number of H shares reported above by the relevant substantial shareholder does not 3 FHZHZHEBEFERRFE ZHKE B I E
take into consideration the Company’s bonus share issuance on 20 August 2015 and 21 FARARAR-ZF—RAFNAZFTAHAHEZ=F
July 2017 as there is no disclosure of interest obligation under the SFO where there is —t+tEFELAZF —HWARKRZETE WA
no change in percentage of shareholdings for a substantial shareholder. RRIEFFRBEGE 1+ ERRZRERT

DI EER) A GREFEE R -
4. The number of H shares reported above by the relevant substantial shareholder does not 4. FHZHEIEEFERRIFE ZHK SR I

FARANGR-_ZFE——FNA+tH =F
—AFENA-F+AR-_FE—+tF+H-1+—H
HIATR R B ITE - T I R IR IR FE 5 R B B 1K
Bl 1+ ZRRIREB DLW EEZE  RIBHAE
HE#E -

RZZE—+tF+ A

=t BARAAEEEHNERARACELT
RA R EMEMAREERI AR -
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DIRECTORS’ REPORT (CONTINUED)

DETAILS OF THE DIRECTORS, SUPERVISORS AND

ESEHRS (88

EF - EF SHHERAEREN

CHIEF EXECUTIVES

50

At the Board meeting convened on 29 March 2017, the Board
considered and approved:

(i) the resignation of Mr. Li Dakai as an executive director and a
member of the strategic development and investment committee
of the Company, with effect from 29 March 2017; and

(i) the resignation of Mr. Zhang Zhenhua as an independent non-
executive director and a member of each of the audit committee,
nomination committee and strategic development and investment
committee of the Company, with effect from 29 March 2017.

On 28 April 2017, Mr. Zhou Chongyi resigned as a vice president of the
Company.

At the annual general meeting of the Company held on 8 June 2017, it
was considered and approved that Mr. Yuan Hongming and Mr. Yan
Jianbo shall be appointed as executive directors of the Company and Mr.
Li Hongwu shall be appointed as an independent non-executive director
of the Company.

At the Board meeting convened on 12 June 2017, the Board considered
and approved:

(i) the appointment of Mr. Yuan Hongming and Mr. Yan lJianbo as
members of the strategic development and investment committee
of the Company; and

(i)  the appointment of Mr. Li Hongwu as a member of each of the
audit committee and the nomination committee of the Company.

At the extraordinary general meeting of the Company held on 30
August 2017, it was considered and approved that Mr. Wu Hongwei
shall be appointed as a supervisor of the Company.

At the conclusion of the extraordinary general meeting of the Company
held on 30 August 2017, Ms. Jiang Jianfang resigned as a supervisor of
the Company.

On 31 August 2017, Mr. Li Dakai resigned as an executive president of
the Company.

At the Board meeting convened on 5 September 2017, the Board
considered and approved the appointment of Mr. Yuan Hongming and
Mr. Yan Jianbo as executive presidents of the Company.

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD
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DIRECTORS’ REPORT (CONTINUED) EEERE (&)
CONTINUING CONNECTED TRANSACTIONS BFELtREXS

During the year ended 31 December 2017, the Company and the Group had BE_Z—tHS+-_A=t—HLEE &
the following continuing connected transactions, certain details of which are RABEREEETIHBELRERS % F
disclosed in compliance with the requirements of Chapter 14A of the Listing RHMNETHABERBELTRAUZUAEY
Rules. iRE KRR -

List of Connected Persons who had transactions and the

relationship with the Group

Name of Connected Persons

Abbreviation

BEALZBEE

Relationship between the Connected
Persons and the Group

MEALTER 15 18 BEATHASE > BERR
Shaanxi Automotive Group Co., Ltd. Shaanxi Automotive Held a 49% interest in a subsidiary of the
PR EEEARE T AT PR E Company Shaanxi Heavy-duty

Shaanxi Fast Gear Automotive Transmission Co., Ltd.

RIEL R TEEBHEE

Shandong Heavy Industry Group Finance Co., Ltd.
IWRETREHFHARAA

Weichai Group Holdings Limited
SRS E AR AR

Chongging Weichai Diesel Engine Limited
BEEREEHRERAT

Shandong Weichai Import and Export Co., Ltd.
SRS OB R A A

Fast Transmission
FErEEE

Shandong Finance

LW EMH

Weichai Holdings
SRR

Chongging Weichai

Weichai Import and Export
MR O

Motor Co., Ltd. (“Shaanxi Zhongqi”)
BEARRAR B ARRAELTBEERAF
(MBRE )R 49% 5

Held a 49% interest in a subsidiary of the
Company, Shaanxi Fast Gear Co., Ltd. (“SFGC")
BEARRRZWBRRRAEETHERERA

Bl ([BRAE L5 4R 1) 49%

Shandong Heavy Industry, a substantial
shareholder of the Company, indirectly held a
37.50% interest in Shandong Finance
RRFZFERRIIRET

B ILEPT537.50%

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

BN E]16.83% B » AABIERAZ—

Wholly-owned by Weichai Holdings
RN 2 2 AN E AT

Wholly-owned by Weichai Holdings
RN 2 EME AT
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Name of Connected Persons

Abbreviation

ESEHRS (88

Relationship between the Connected
Persons and the Group

BEATER 15 18 BEATHEASEEHZBERFZ
Weichai Power Westport New Energy Weichai Westport Weichai Holdings held a 51%
Engine Co., Ltd. FBFTREIR interest in Weichai Westport

HERTTEFTRERB AR A

Yangzhou Yaxing Motor Coach Co., Ltd.

BNEERERNARARF]

Weichai Heavy-duty Machinery Co., Ltd.
BRI AR AR]

Weichai Electrical Equipment Co., Ltd.
HREB N REAR DA

52 WEICHATI POWER Co., LTD.

Yangzhou Yaxing
HINEE

Weichai Heavy Machinery
SR

Weichai Electrical Equipment
HERENRE

AR NBRMNERAT

HESIER A P B HTREIRS1 % E

Indirectly held as to 51% by Weichai Holdings

AR IR BN 251 % a

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

Wholly-owned by Weichai Heavy Machinery

HEREW 2 2 EME AR
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During the year ended 31 December 2017, the Group had continuing
connected transactions entered into in accordance with the following
agreements.

1.

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 protection, 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) Casting and Forging
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
protection, 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.

§$ ¥Eﬂ=(m§)

HE_%
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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.

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 2017 is RMB88 million. In the year ended 31
December 2017, 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 RMB29,322,445.

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

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD
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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 2017, 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 Chongqing 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 2017, 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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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 Chongqing 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.

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 2017 is RMB390 million. In the year ended 31
December 2017, 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 RMB358,820,994.

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 Pte. 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.

Pursuant to the latest supplemental agreement to the Weichai Purchase
and Processing Services Agreement dated 30 August 2016, Weichai
Holdings, Chongging Weichai and Weichai Import and Export (and other
associates of Weichai Holdings) have agreed to provide the said products
and processing services to the Company, Weichai Casting, Weichai
Reproduction, Huadong Casting, Weichai Singapore Pte. Ltd. (“Weichai
Singapore”, a subsidiary of the Company), Shandong Heavy Industry
India Private Limited. (“Shandong 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.

The approved annual cap for the aforesaid purchases made and services
received from Weichai Holdings and its associates for the year ended 31
December 2017 is RMB840 million. In the year ended 31 December
2017, the total purchases made and processing services received by the
Company and its subsidiaries from Weichai Holdings and its associates
amounted to RMB529,616,777.
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Sale of diesel engines, diesel engine parts and
components, materials, semi-finished products 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.

Pursuant to the latest supplemental agreement to the Weichai Sale and
Processing Service Agreement dated 30 August 2017, 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 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.

The approved annual cap for the aforesaid sales made and services
provided to Weichai Holdings and its associates for the year ended 31
December 2017 is RMB1.10 billion. In the year ended 31 December
2017, the total sales made and processing services provided by the
Company and its subsidiaries to Weichai Holdings and its associates
amounted to RMB881,739,148.
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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 27 August
2015.

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 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 2017 is RMB600 million. In the year ended
31 December 2017, 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 RMB263,119,895.
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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.

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.

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 2017 is RMB330 million. In
the year ended 31 December 2017, 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
RMB326,455,979.
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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 27 August 2015.

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 2017 is RMB400 million. In the year ended 31
December 2017, 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
RMB83,871,772.

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.
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The approved annual cap for the aforesaid sales of parts and
components of transmissions to Fast Transmission for the year ended 31
December 2017 is RMB4.8 billion. In the year ended 31 December 2017,
the total sales of parts and components of transmissions made by SFGC
to Fast Transmission amounted to RMB2,132,778,808.

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 2017 is RMB6.0 billion. In the year ended 31 December
2017, the total purchases of parts and components of transmissions and
related products made by SFGC from Fast Transmission amounted to
RMB4,836,619,704.

Sale of vehicles, parts and components of vehicles, raw
materials and related products and provision of the
relevant services by Shaanxi Zhongqgi 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.
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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 of three years
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.

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 2017 is RMB4.55 billion. In
the year ended 31 December 2017, 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 RMB1,911,165,708.

Purchase of parts and components of vehicles, scrap
steel and related products and labour services by
Shaanxi Zhongqgi and its subsidiaries and Weichai
Freshen Air 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.
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Pursuant to the latest supplemental agreement to the said framework
agreement dated 14 July 2017, 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
on the same terms, for a term of three years 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.

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 2017 is RMB7.2 billion. In the year ended 31 December 2017,
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
RMB6,407,165,153.

Sale of engines, new energy powertrain and related
products by the Company and its subsidiaries 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 engines and related products by the
Company and Weichai Yangzhou to Yangzhou Yaxing and its
subsidiaries. Pursuant to the said framework agreement, the Company
and its subsidiaries have agreed to sell certain engines, new energy
powertrains and related products to Yangzhou Yaxing and its
subsidiaries from time to time with reference to market prices and
settled on a monthly basis for a period of two years ended 31 December
2017, upon the expiry of which the parties may renew the term for
another three years on a mutually agreed 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.
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The approved 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 31 December
2017 is RMB1,088 million. In the year ended 31 December 2017, 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 RMB270,019,756.

Pursuant to the latest supplemental agreement to the said framework
agreement dated 28 March 2018, the Company, Weichai Logistics and/
or other subsidiaries of the Company have agreed to sell engines, new
energy powertrains and related products to Yangzhou Yaxing and its
subsidiaries on the same terms for a term of three years ending 31
December 2020, upon the expiry of which the parties may renew the
term for another three years on a mutually agreed basis.

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. Pursuant to the said transmissions supply framework
agreement, SFGC has agreed to sell the said transmissions to Yangzhou
Yaxing and its subsidiaries from time to time with reference to market
prices and settled on a monthly basis, for a period of three years ended
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 transactions shall be subject to normal commercial terms and
terms no less favourable to SFGC than those available to SFGC from
independent third parties.

The approved annual cap for the aforesaid sale of transmissions by SFGC
to Yangzhou Yaxing and its subsidiaries for the year ended 31 December
2017 is RMB28.8 million. In the year ended 31 December 2017, the
actual transaction amount of such sales was RMB6,495,692.
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Pursuant to the latest supplemental agreement to the said framework
agreement dated 28 March 2018, SFGC has agreed to sell the said
transmission to Yangzhou Yaxing and its subsidiaries on the same terms
for a term of three years ending 31 December 2020, upon the expiry of
which the parties may renew the term for another three years on a
mutually agreed basis.

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. Pursuant to the said axles supply framework agreement,
Hande Axle has agreed to sell the said axles to Yangzhou Yaxing and its
subsidiaries from time to time with reference to market prices and with
a payment term of two months, and for a period of three years ended
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 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.

The approved annual cap for the aforesaid sale of axles by Hande Axle
to Yangzhou Yaxing and its subsidiaries for the year ended 31 December
2017 is RMB154 million. In the year ended 31 December 2017, the sales
of axles made by Hande Axle to Yangzhou Yaxing and its subsidiaries
was RMB46,175,847.

Pursuant to the latest supplemental agreement to the said framework
agreement dated 28 March 2018, Hande Axle has agreed to sell the said
axles to Yangzhou Yaxing and its subsidiaries on the same terms for a
term of three years ending 31 December 2020, upon the expiry of which
the parties may renew the term for another three years on a mutually
agreed basis.
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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.

During the period from 1 January 2017 to 29 June 2017, the maximum
daily balance (including interests) of the Group’s deposit in Shandong
Finance amounted to RMB11,479,887,274, whereas during the period
from 30 June 2017 to 31 December 2017, the maximum daily balance
(including interests) of the Group’s deposit in Shandong Finance
amounted to RMB17,206,846,710.
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16.

68

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 approved annual cap for the aforesaid supply of certain base
engines, gas engine parts, utility and labour services, technology
development services and related products and services for the year
ended 31 December 2017 is RMB3.9 billion. In the year ended 31
December 2017, the total supply of the said products and services by
the Company (and its subsidiaries) to Weichai Westport amounted to
RMB2,569,344,325.

Pursuant to the latest supplemental agreement to the said Weichai
Westport Supply Agreement dated 14 July 2017, each of the Company,
Weichai After-sales Services, Weichai Reproduction and Weichai Freshen
Air (and/or other associates of the Company) shall supply certain base
engines, gas engine parts, utility and labour services, technology
development services and related products and services to Weichai
Westport, on the same terms for a term from 1 January 2018 to 31
December 2020, upon the expiry of which the parties may extend the
term for three years on a mutually agreed basis.
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17.

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 approved annual cap for the aforesaid purchase of gas engines, gas
engine parts, labour services and related products and services for the
year ended 31 December 2017 is RMB6.0 billion. In the year ended 31
December 2017, the total purchase of the said products and services by
the Company (and its subsidiaries) from Weichai Westport amounted to
RMB4,444,722,873.

Pursuant to the latest supplemental agreement to the said Weichai
Westport Purchase Agreement dated 14 July 2017, each of the
Company, Weichai After-sales Services, Weichai Reproduction and
Weichai Freshen Air (and/or other associates of the Company) shall
purchase certain gas engines, gas engine parts, labour services and
related products and services from Weichai Westport, on the same terms
for a term from 1 January 2018 to 31 December 2020, upon the expiry
of which the parties may extend the term for three years on a mutually
agreed basis.
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18.

70

Provision of logistics and storage services by Weichai
Logistics (and/or its associates) to Weichai Westport
Pursuant to the framework logistics agreement on 25 December 2012
(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 approved annual cap for the aforesaid provision of logistics and
storage services for the year ended 31 December 2017 is RMB25.92
million. In the year ended 31 December 2017, the provision of the said
services by Weichai Logistics (and/or its associates) to Weichai Westport
amounted to RMB8,889,184.

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.
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19. Leasing of factory buildings by the Company to Weichai
Westport
Pursuant to the leasing agreement on 25 December 2012 (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 approved annual cap for the aforesaid lease of certain factory
buildings for the year ended 31 December 2017 is RMB15 million. In the
year ended 31 December 2017, the total rental income received by the
Company from Weichai Westport amounted to RMB7,165,138.

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.

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.
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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.

CONNECTED TRANSACTIONS

During the year ended 31 December 2017, the Group entered into the
following connected transactions which were not exempt from the annual
review and disclosure requirements under Chapter 14A of the Listing Rules.
Details of such connected transactions have been disclosed in compliance with
the requirements under Chapter 14A of the Listing Rules.
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List of Connected Persons who had transactions and the
relationship with the Group

Name of Connected Persons Abbreviation
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HRAEEFEHEERRNBEERSZN
BEALTZBE

Relationship between the Connected
Persons and the Group

BEALER 2 78 BMEATHEAER 2 BEBE
Shandong Heavy Industry Group Co., Ltd. Shandong Heavy Industry A substantial shareholder of the Company
IWRETEEBRRQA IWRET RRAz FERR

Shantui Engineering Machinery Co., Ltd,
HLHE TAZ R 19 B PR R R

Shantui Engineering

TR

Shanzhong Finance Leasing Co., Ltd

IWEREEERRAR LWEREHE

1. Capital contributions to Shanzhong Finance Leasing Co., Ltd
On 27 April 2017, the Company, Shaanxi Zhonggi, Shandong Heavy
Industry, Shantui Engineering and Weichai Heavy Machinery (collectively,
the "Existing Shareholders”) entered into a capital increase agreement
with Shanzhong Finance Leasing, pursuant to which the Existing
Shareholders conditionally agreed to increase the registered capital of
Shanzhong Finance Leasing by an aggregate amount of RMB180 million
through the making of capital contributions to Shanzhong Finance
Leasing by the Existing Shareholders in proportion to their then current
respective interest in Shanzhong Finance Leasing, partially in cash and
partially by the conversion of undistributed profit. The aggregate capital
contribution made by the Company and Shaanxi Zhonggi amounted to
approximately RMB70.43 million.

As the capital contributions to be made to Shanzhong Finance Leasing
will be used as Shanzhong Finance Leasing’s working capital, such
capital contributions will strengthen the financial position and
competitiveness of Shanzhong Finance Leasing, which are expected to
allow it to provide better leasing and financing services to the end-users
of the relevant engineering machinery, diesel engines and heavy-duty
vehicles sold by the Group. The said capital increase was completed on
10 July 2017, upon which the proportion of the equity interest in
Shanzhong Finance Leasing held by each of the Existing Shareholders
remained unchanged.

Shanzhong Finance Leasing

A subsidiary of Shandong Heavy Industry
IWRETLZ HEAT

Held as to approximately 60.87% by Shandong
Heavy Industry, Shantui Engineering and Weichai
Heavy Machinery
BILRET - LTRGBS
#360.87%
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2. Capital contributions to Shandong Heavy Industry Group
Finance Co., Ltd.
On 30 August 2017, the Company, SFGC, Shandong Heavy Industry,
Weichai Heavy Machinery and Shantui Engineering entered into a capital
increase agreement with Shandong Finance, pursuant to which the
Company, SFGC and Shandong Heavy Industry conditionally agreed to
make cash capital contributions to Shandong Finance in an aggregate
amount of approximately RMB972 million. The aggregate capital
contributions made by the Company and SFGC amounted to RMB648
million.

The making of the capital contributions to Shandong Finance under the
said capital increase agreement will strengthen the financial position and
competitiveness of Shandong Finance, which is expected to allow
Shandong Finance to provide better financial services to the Group. The
capital contributions made by the Company and SFGC will also enable
the Group to increase its equity holding percentage in Shandong Finance
and in turn allow the Group to further benefit from Shandong Finance’s
profits. The said capital increase was completed on 27 December 2017,
upon which the equity interest in Shandong Finance held by the Group
increased from 20% to 37.5%, whereas the equity interest in Shandong
Finance held by Shandong Heavy Industry and its subsidiaries decreased
from to 80% to 62.5%.

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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DIRECTORS’ REPORT (CONTINUED)

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 (the “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 F B /E R (B ¥ MR IMNHAR FEE R &
EREIRERSRMR B ZEMEH A /R E & @ ) (B T K[2008]897
g%)) 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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Pursuant to the Notice on the Tax Policies Concerning the Pilot Program of the
Shenzhen-Hong Kong Stock Connect (M EBREMIHEX H E 5 @
HH A AR WE 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) K B &F - IR G A R BN E A TS & T I
KEEHBMN) (B F [1994]520%%)), 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. With the approval of 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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DIRECTORS’ REPORT (CONTINUED)

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, a close 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 EVENT

On 28 March 2018, the Company's 2017 profit distribution proposal was
approved by the Company’s seventh 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) for every 10 shares held, based on the
total share capital of 7,997,238,556 shares as of 31 December 2017, without
any capitalisation of reserve. Completion of the proposal is subject to the
consideration and approval by the 2017 Annual General Meeting.
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DIRECTORS’ REPORT (CONTINUED)

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.

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) 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.
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DIRECTORS’ REPORT (CONTINUED)

(2) 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.

(3) 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.

(4) 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.

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.
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DIRECTORS’ REPORT (CONTINUED)

CoMPLIANCE WIiTH 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 MoDeL 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.

AUDITORS

The Company appointed Ernst & Young Hua Ming LLP (% 7k #EBA & 51 A =
T ET (4 0k @ A 1K) as the Company's only auditors with effect from 18
May 2011 for its accounts prepared under PRC accounting principles and
financial regulations. Ernst & Young Hua Ming LLP (% 7k % B8 & 51 B == 75 Fir
(B ok E@mA 1)) will retire and a resolution for their reappointment as
auditors of the Company for the year of 2018 will be proposed at the
forthcoming annual general meeting.
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DIRECTORS’ REPORT (CONTINUED)

APPROVAL OF THE FINANCIAL STATEMENTS

The audited consolidated financial statements for the year were approved by
the Board on 28 March 2018.

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

The 2017 annual report of the Company 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,
28 March 2018
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SUPERVISORY COMMITTEE’S REPORT

Dear Shareholders,

In 2017, in accordance with relevant requirements including the Company
Law, the Articles of Association 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.

82

WEICHAI PowER Co., LTD.

DETAILS OF CONVENING MEETINGS OF THE
SUPERVISORY COMMITTEE

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

On 29 March 2017, the fifth 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 2016 annual report of the Company, the work
report of the Supervisory Committee for 2016, the financial report
and auditors’ report for 2016, the final financial report for 2016,
the financial budget report 2017, profit distribution proposal for
2016, the re-appointment of Ernst & Young Hua Ming LLP as the
Company’s auditors for the year 2017, the re-appointment of
Shandong Hexin Accountants LLP as the internal control auditors
of the Company for the year 2017, the internal control self-
evaluation report for 2016 and the internal audit report for 2016.

On 27 April 2017, the first provisional meeting of the Supervisory
Committee of the Company in 2017 was convened, during which
the Supervisory Committee considered and approved the 2017
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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SUPERVISORY COMMITTEE 'S REPORT (CONTINUED)

On 30 August 2017, the sixth meeting of the fourth session of the
Supervisory Committee of the Company was convened, during
which the Supervisory Committee considered and approved the
full text and summary of the 2017 interim report of the Company,
change in accounting policies, the implementation of the 2017
interim profit distribution proposal by the Company and the
provision for impairment of assets in the first half of 2017. The
contents of the interim 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.

On 30 October 2017, the second provisional meeting of the
Supervisory Committee of the Company in 2017 was convened,
during which the Supervisory Committee considered and approved
the 2017 third quarterly report of the Company and the provision
for impairment of assets in the third quarter of 2017. The contents
of the third quarterly 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.

IT. OPINION OF THE SUPERVISORY COMMITTEE ON
SUPERVISED MATTERS OF THE COMPANY IN THE
REPORTING PERIOD

1.

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, 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 or
would damage the interests of the Company and investors in the
Company.

EF% ¥Eﬂ= (mE )

;

-_

|
Ot B

=S
=R

201788 A30H &
REEE F
2017¢¥¢F$&¢
FERBERESE - XA EHE2017F
FOERE 5 B 2017 F | F A
REERBEEENZR - XFE
ﬁ%mﬁmﬁxﬁﬁ\%ﬁm&%
TETRRAMERBR TFE
1] i R 50 # %‘&ﬁuﬁ%
ERERC

Al AR M EN
EEBT AA
EXEBE-

2017910 A308 & 7 A 2017
FE_ABKEFES 24 F#
BBT RE0TEE=FERS
WI7TFE=—FEHREEREBEE
EHNERER - FFTERERNEE
M TEMRBRT EMAA
WEBRBR THFEEMERS
BHoRmEMERLEERNER

m@

HESHANEEBSAN

RAMEEEBR

BEHAN 2AEFERRBER
BEER ERWRARERNR
ﬁ’%“ﬂ%%ﬁﬁ‘§$ﬁm”
MiZF REFEANUNRESZSY
h%ﬁaﬁﬁmﬁﬁﬁx‘ Al
BREEBAENERBRE AT
TEE RBRAAEZFGRER
ERABHREERE MBERE R
FTRENEEKERR K&
REERER ZHR (RAIER)
FEERRRREENANTR -

ANNUAL REPORT 2017 43R 83




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 (the “CSRC"). 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 CSRC. 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.

B8RS (8|8

RANMBER

BEHRN RAAEEEMNRT Y
WEE S E - 5 R B S B E & i
T RAEHIMNNRE BEBE
MM ST EHET T HERRE
ENHE - HEEMFEBRED  HRR
BREBER EZRNMPEES
EEEEZBE(THRITPE&EE
gDMERBRERT - EERA
B OEEEAMNES L 2RE
WOBRRETRRILEELE  XNAR
T E e

EFERR EFTERENER
RAFERBHRENEFTAED
BTBRZERLTBEREENR
EOBREANREE  ER- TE
RBIRTEFABANERER T
TrEMEMERLSH  REMERA
HEBERNER-

rEEEEEESHERAER

AANBRHEEERR
BEHRN RBABLEORE HE
BETR BHRHEFAE RX5E
REE RARRAMR ANRAAN
EREBE NHARAMEREE.
REBEEMBREARTRS BFER
REDSNERBEERKNBER -

EXBEBXSZFRE

BEHRN RAABLENSEBH
RZYBRTHHERIFNRE
RERFERE AR RBEHREBEZF
NE N EE MR EEOE R -

The Supervisory Committee has no disagreement on the matters EEglRERNNEEFESE
supervised during the reporting period. Ly
Lu Wenwu Bx®
Chairman of the Supervisory Committee EFegFE
Weifang, Shandong Province IR &
28 March 2018 —ET-N\F=ZA=Z+\H
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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 2017, 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 2017 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 14 directors, whose details are set out on pages
30 to 34 of this annual report. The Board currently includes six executive
directors, three non-executive directors and five independent non-executive
directors, namely, Mr. Tan Xuguang (Chairman and CEQ), Mr. Zhang Quan,
Mr. Xu Xinyu, Mr. Sun Shaojun, Mr. Yuan Hongming and Mr. Yan Jianbo
(Executive Directors), Mr. Wang Yuepu, Mr. Jiang Kui and Mr. Gordon Riske
(Non-executive Directors), Mr. Loh Yih, Mr. Zhang Zhong, Mr. Wang
Gongyong, Mr. Ning Xiangdong and Mr. Li Hongwu (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.

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 2017.
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The terms of office of Mr. Yuan Hongming, Mr. Yan lJianbo and Mr. Li
Hongwu commenced on 8 June 2017 and shall end at the conclusion of the
annual general meeting of the Company for the year ended 31 December
2017. The terms of office of Mr. Li Dakai and Mr. Zhang Zhenhua commenced
on 30 June 2015 and ended on 29 March 2017. Each of the other 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 ended 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 2017, 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 2017, the Company held eight Board meetings. The principal activities of
the Board in 2017 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;

o Review of the annual profit distribution, interim dividend and the 2016
final dividend distribution proposal;

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

Association and the Rules of Procedure for General Meetings of Weichai
Power Co., Ltd;

o Consideration and approval of the provision of financial guarantee to
subsidiaries;

o Consideration and approval of the dealings in derivatives by subsidiaries;

o Consideration and approval of the connected transactions for the capital

increase together with related parties.
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The total remuneration of the directors in 2017, including the basic salary,
performance-linked salary, incentive salary and discretionary bonus, amounted
to approximately RMB8.0 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, Mr.
Ning Xiangdong and Mr. Li Hongwu. 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 four meetings during the reporting period. Details
of the attendance are set out on page 91 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;

. 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 2017.

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, Mr. Sun Shaojun
Mr. Yuan Hongming and Mr. Yan Jianbo.

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 2017 was convened on 13 March 2017, during which the matters
regarding the operation incentives for senior management and core members
of the Company for year 2016 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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NOMINATION COMMITTEE

A Nomination Committee has been established by the Board.

During the reporting period, the Nomination Committee of the Company held
two meetings as follows:

1. On 9 March 2017, the first meeting in 2017 of the Nomination
Committee of the Company was held, on which the resolutions on the
proposed appointment of Mr. Yuan Hongming and Mr. Yan Jianbo as
directors of the Company and the resolution on the proposed
appointment of Mr. Li Hongwu as an independent director of the
Company were considered and approved.

2. On 1 September 2017, the second meeting in 2017 of the Nomination
Committee of the Company was held, on which the resolutions on the
proposed appointment of Mr. Yuan Hongming and Mr. Yan Jianbo as
executive presidents of the Company were considered and approved.

The Nomination Committee currently comprises three independent non-
executive directors and one executive director, including Mr. Zhang Zhong
(chairman of the Nomination Committee), Mr. Xu Xinyu, Mr. Wang Gongyong
and Mr. Li Hongwu. 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.
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Attendances at meetings of the Shareholders, Board, Supervisory Committee
and special committees (attendance in person/number of meetings) during the

PHREBHRS (&)
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year are as follows: T
General Supervisory Audit
Meeting Board Committee ~ Committee
Name s BRRAE Exg EEg® ERKZES
Executive Directors HITES
Tan Xuguang ENips 7/8%
Zhang Quan R R 1/6 8/8
Xu Xinyu BEE 1/6 7/80
Sun Shaojun T? LE 6/82
Yuan Hongming (appointed on 8 June 2017) FRHRZZE—tFESANB LA 5/60
Yan Jianbo (appointed on 8 June 2017) }g‘x% AR ZZ—+EANBLEAE) 5/6(1
Li Dakai FRAM -E—L%F
(resigned on 29 March 2017) =A-t+hBEMF i 17
Non-executive Directors FHTES
Wang Yuepu IAE 7/80
Jiang Kui I =% 4/6 6/82
Gordon Riske Gordon Riske 6/82
Independent Non-executive Directors BIFHTES
Loh Yih E B 4/6 8/8 4/4
Zhang Zhong & £ 7/80 4/4
Wang Gongyong TER 1/6 7/80 4/4
Ning Xiangdong BRE 4/6 /81 4/4
Li Hongwu (appointed on 8 June 2017) FHRRMR-_ZF—tE~ANB LA 2/6 6/6 22
Zhang Zhenhua RREMR-_Z—+ &
(resigned on 29 March 2017) “AZThHED n 171 ”n
Supervisors Ex
Lu Wenwu BEXR 6/6 4/4
Wu Hongwei (appointed on 30 August 2017) REBRZZ—+FNR=THLME) 7 2/2
Jiang Jianfang (resigned on 30 August 2017) BEFMRZZ—tFNA=THEE 11 22
Ma Changhai 588 6/6 4/4

According to the requirements under Code I(d) of the Corporate Governance
Code, the attendance of alternate directors shall not be included in the
attendance of the relevant directors.

Notes:

(1) In addition, the director also appointed another director as his representative to attend
and vote at one meeting of the board 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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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 2017, the Company
convened six general meetings. Matters reviewed and approved at the said
meetings include the following:

I. FIRST EXTRAORDINARY GENERAL MEETING IN
2017 HELD oON 8 FEBRUARY 2017

Special resolutions:

1.

To consider and approve the acquisition of Weichai Power
Hydraulic Technology Co., Ltd., a wholly-owned subsidiary, by way
of absorption

To consider and approve the acquisition of Weichai (Weifang)
Medium-duty Diesel Engine Co., Ltd., a wholly-owned subsidiary,
by way of absorption

IT. 2016 ANNUAL GENERAL MEETING HELD ON 8
JUNE 2017

Ordinary resolutions:

1.

92

WEICHAI PowER Co., LTD.

To consider and approve the Annual Report of the Company for
the year ended 31 December 2016

To consider and approve the Report of the Board of Directors of
the Company for the year ended 31 December 2016

To consider and approve the Report of the Supervisory Committee
of the Company for the year ended 31 December 2016

To consider and approve the audited financial statements of the
Company and the Auditors’ Report for the year ended 31
December 2016

To consider and approve the B R E #% (final financial report)
of the Company for the year ended 31 December 2016

To consider and approve the BAf§TEE#RE (financial budget
report) of the Company for the year ending 31 December 2017

AR NBRMNERAT

PHREBGHRS (&)

RRAERKRESME
BRAGDNARABEENRE REES
BADNFREEEBE RELR T HENH
G-AL ARABEERRSEH- -2
—tF ARAHABEARBRRAG ¥ L
BHRBBNEEFEBLE:

— Z®_tF#-F)\BBN_%
—tEE-REHRRAE

B RRE R

1.

EZMMEEARARRKA G2
BT RABRRSNBEMXER

NEIENEES

ERRLERRARREKA G2
NN £ DL RSy
BERAFRMESE

I —tHFXB/\BBHA_T
—NFERRBAFKRE

A 3 3 A s .
EBERER:

1.

EE LI EQAT6EFEERSE
EXRBENHR

EE MM ERTNECEEEES
TERENZR

EE LI EQATECEEEESS
TERENZESR

= F M E R FI20164F E B 1§ ]
EREFRENEE

=% L E R FI20164 E B 0k
HEREMER

EH M ERF2017FEY B E

EMmENER

il



CORPORATE GOVERNANCE REPORT (CONTINUED)

10.

11.

12.

To consider and approve the re-appointment of Ernst & Young
Hua Ming LLP (Z X ER S MEHAE®REBRERE))

the auditor of the Company for the year ending 31 December
2017 and to authorise the Directors to determine their
remuneration

To consider and approve the re-appointment of || 3 #0115 & =t Al
=T (% E B A %) (Shandong Hexin Accountants LLP) as
the internal control auditor of the Company for the year ending
31 December 2017

To consider and approve the granting of a mandate to the Board
of Directors for payment of interim dividend to the shareholders of
the Company for the year ending 31 December 2017

To consider and approve the amendments to the Rules of
Procedure for General Meetings of Weichai Power Co., Ltd.

To consider and approve the election of Mr. Li Hongwu as an
independent director of the Company

To consider and approve the election of directors of the Company
- To consider and approve the election of Mr. Yuan

Hongming as a director of the Company

- To consider and approve the election of Mr. Yan Jianbo as a
director of the Company

Special resolutions

1.

To consider and approve the distribution of profit of the Company
for the year ended 31 December 2016

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

To consider and approve the amendments to the Articles of
Association of Weichai Power Co., Ltd.
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[II. FIRST CLASS MEETING OF THE HOLDERS OF A
SHARES IN 2017 HELD onN 8 JuNE 2017

Special resolution

To consider and approve the distribution of profit of the Company for
the year ended 31 December 2016

IV.

94

FIRST CLASS MEETING OF THE HOLDERS OF H
SHARES IN 2017 HELD oN 8 JuNE 2017

Special resolution

To consider and approve the distribution of profit of the Company for
the year ended 31 December 2016

SECOND EXTRAORDINARY GENERAL MEETING 1IN
2017 HeELD oN 30 Aucust 2017

Ordinary resolutions:

1.

WEICHAI PowER Co.,

To consider and approve the issue of bonds by non-PRC wholly-
owned subsidiary

To consider and approve the grant of guarantee by the Company
for the issue of bonds and related matters by non-PRC wholly-
owned subsidiary

To consider and approve the connected transactions for the supply
of base engines, gas engine parts, provision of utility and labour
services, technology development services and related products
and services by the Company and its subsidiaries (and/or
associates) to Weichai Power Westport New Energy Engine Co.,
Ltd.

To consider and approve the connected transactions for the
purchase of gas engines, gas engine parts, labour services and
related products and services by the Company and its subsidiaries
(and/or associates) from Weichai Power Westport New Energy
Engine Co., Ltd.

To consider and approve the connected transactions for the
provision of logistics and storage services by Weichai Power
(Weifang) Intensive Logistics Co., Ltd. (and/or its associates) to
Weichai Power Westport New Energy Engine Co., Ltd.

To consider and approve the connected transactions for the
leasing of factory buildings by the Company to Weichai Power
Westport New Energy Engine Co., Ltd.

LTp. #XRBNRMERLT

PHREBGHRS (&)

/

_F—tEHEB/I\BEBHR_F
—tFERB—RABEBRERESE
BRIRER
EZEMUEBRN R A016FEFE D
fic 1) 3% =

—_B—tFXRHA/\BEHE_%
—tFEF-RIRRREZE

B RIRER

B RAOEBMR D R016F EFBEH
B2 ) % 5

_F—tH)\H=+838H_

T—tFR_RBERRAS

LERER:

. BHERHEMRAARNZET
REBTEANER

2. BRLHBEBRIABDRRIZE
FREBTEFREBERREHR
EROZESR

3. BRLAMEBNRARRENE(H
f)RB MR TBHERBNA
RABIHEARE REWET-
REBREELE  RMHERS
REBERNMRE OB SN

S

4 BERBEBRADREHES (S
f) 23 14 57 8 AT AR B 1
CNSET P TR 1Y
BESGRAMERRRS N0
EFE T

5. TERLHEBRASRDHOES)
ENEEXBERIBAR/RBEHA
ARKERAEFTERINBERA
ARMHES ARSRB AR
RHMESR

6. BHRLBLEBRABDABEREE
MERDNERIRAHERE B
BB HHER



CORPORATE GOVERNANCE REPORT (CONTINUED)

7. To consider and approve the amendment to the agreement
governing connected transactions for the purchase of parts and
components of vehicles, scrap steel and related products and
labour services by Shaanxi Heavy-duty Motor Company Limited
and its subsidiaries and Weichai Power Freshen Air Technology
Co., Ltd. from Shaanxi Automotive Group Co., Ltd. and its
associates

8.  To consider and approve the election of Mr. Wu Hongwei as a
non-employee representative supervisor in the fourth session of
the supervisory committee of the Company

9.  To consider and approve the grant of the guarantee by the
Company for the financing to be made by a non-PRC wholly-owned
subsidiary

VI. THIRD EXTRAORDINARY GENERAL MEETING IN
2017 HeELD oN 30 NovEMBER 2017

Special resolution:
To consider and approve the amendments to certain terms of the
Articles of Association

Ordinary resolution:
To consider and approve the grant of the guarantee by the Company for
the financing to be made by a non-PRC wholly-owned subsidiary

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 Articles of Association.

Pursuant to Article 74 of the Articles of Association, 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.
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PROCEDURES FOR SHAREHOLDERS TO PROPOSE
CANDIDATES FOR ELECTION AS A DIRECTOR

Pursuant to the requirement of the Articles of Association, 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 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.

AMENDMENTS TO THE ARTICLES OF ASSOCIATION

Pursuant to the requirements of Guidelines for the Articles of Association of
Listed Companies (2016 revision) ({_E T A & & 128 5] (2016 F £ 5]))),
Shenzhen Stock Exchange Listed Company Shareholders’ General Meeting
Internet Voting Implementation Rules (2016 revision) (ORI & 5 X 5 Fr £
RAIRRAREPEHZEHMA (2016 F £ 5]))), and the relevant laws
and regulations, and taking into consideration the actual conditions and
operation and development needs of the Company, as approved by the
shareholders of the Company at the 2016 annual general meeting held on 8
June 2017, certain amendments to the Articles of Association were made on,
inter alia, the means of the holding of general meetings and the procedures
on the confirmation of the voting results.

Further, as approved by the shareholders of the Company at the 2016 annual
general meeting, the class meeting of the holders of A Shares and the class
meeting of the holders of H Shares held on 8 June 2017, consequential to the
issue of 3,027,099,278 A Shares and 971,520,000 H Shares to the
shareholders of the Company in 21 July 2017, certain articles of the Articles of
Association have been amended to reflected the changes in the registered
capital and the issued share capital of the Company as a result of such bonus
shares issue, and also to reflect certain consequential changes to the
amendment history of the Articles of Association.
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In addition, pursuant to the requirements of {d1 #% |1 58 & Z5 40 4% 2 b+ 11
REAEZZEE (P HIPAABBEFEHNEZRZBENILE
HBHACEERZIHFEERT ARFER A B A ) ("Notice of
the Organisation Department of Shandong Provincial Party Committee and
Shandong Provincial State-owned Assets and Administration Commission on
the forwarding of the ‘Notice of the Organisation Department of the
Communist Party of China and State-owned Assets Supervision and
Administration Commission of the State Council regarding the Promotion of
the Incorporation of Party Building Works into the Articles of Associations of
State-owned Enterprises’”) and{ £ |L R A BHELZZESMNEE D E
2 4 {E R E AV 41) (“Notice of the Shandong Provincial State-owned
Assets and Administration Commission regarding several issues on the Party
Building Works of Provincially-managed Enterprises”), and in compliance with
the PRC Company Law ({ff 2 A R £ B 2 73%)), Guidelines for the
Articles of Association of Listed Companies (2016 revision) ({ - 2 7l & &
#53| (20164 {£5]))) and the Mandatory Provisions for Companies Listing
Overseas ((EJ3E 5D £ A 7 Z 12 % 6 58)) and other relevant laws and
regulations, taking into consideration the actual circumstances of the
Company, as approved by the shareholders of the Company at the
extraordinary general meeting held on 30 November 2017, certain
amendments to the Articles of Association for the incorporation of Party-
building works into the Articles of Association were made.

Please refer to the circulars of the Company dated 20 April 2017 and 16
October 2017 for further details on the above amendments to the Articles of
Association.

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.
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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 MoDeL 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.

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 2017
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 the auditor of the
Company. For the year ended 31 December 2017, an amount of RMB12.6
million was paid/payable to Ernst & Young Hua Ming LLP for their audit
service.
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AUDITORS  REPORT

EY:

I.

IT.

Ernst & Young Hua Ming (2018) Shen Zi No. 60729920 _B01
Weichai Power Co., Ltd.

To the shareholders of Weichai Power Co., Ltd.

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 2017, 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 2017, 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").

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.

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

RRETER

Bad debt provision for accounts receivable
FEM BRI AR

As at 31 December 2017, the gross carrying amount of
accounts receivable in the consolidated financial statements
was RMB15,005,650,079.08, and the gross bad debt provision
amounted to RMB1,433,114,728.64. 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 of Weichai Power
Co., Ltd. (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 II1.10 and Note V.4 to the financial statements.
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How our audit addressed the key audit matter

REREETHRNMAES

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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Key audit matter

FARETEIE !
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How our audit addressed the key audit matter

ZEIBEET PR NAES !

Provision for decline in value of inventories

FEKERERE

As at 31 December 2017, the gross carrying amount of
inventories in the consolidated financial statements was
RMB20,744,696,675.18, and the gross bad debt provision
amounted to RMB893,874,211.51. 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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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

oneg,;

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

FARETEIE !
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How our audit addressed the key audit matter

ZEREETTRNAES

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

R R I o T RO R P A,

As at 31 December 2017, included in the consolidated
financial statements were goodwill of gross carrying amount
of RMB22,821,264,062.42, provision for impairment of
RMB238,071,400.00, trademark rights with an indefinite
useful life of gross carrying amount of R\MB7,588,880,383.60
and provision for impairment of RMB67,099,780.00. 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
Notes I1.18, 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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Key audit matter

FARETEIE !
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How our audit addressed the key audit matter

ZEIBEET PR NAES !

Business of leasing of forklift trucks

REEEER

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
Notes IIl.15 and 27 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 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 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.

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD
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AUDITOR’S RESPONSIBILITIES FOR THE
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.

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD
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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:
Jiang Weimin (Engagement partner)
Chinese Certified Public Accountant:
You Jin

28 March 2018
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CONSOLIDATED BALANCE SHEET

B

sE8EX

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
Note V 31 December 2017 31 December 2016
ASSETS gE il 2017412H318 2016512 A31H
Current assets mEEE
Cash and cash equivalents L& 1 34,221,837,770.90 27,122,981,855.33
Financial assets at fair value through IRnEErT2R
profit or loss STABHERNCREE 2 384,067,087.32 129,296,023.50
Notes receivable EWEE 3 25,291,238,910.52 16,742,874,274.52
Accounts receivable FEUTHR 5K 4 13,572,535,350.44 11,336,192,971.74
Prepayments BAFIA 5 559,802,492.16 595,832,151.19
Interests receivable FE LRI 2, 6 25,264,533.85 26,284,015.32
Dividends receivable JE YRR R 7 5,228,280.90 9,711,108.40
Other receivables Hofth e iR 8 857,629,220.37 820,998,530.88
Inventories =g 9 19,850,822,463.67 16,090,656,826.07
Non-current assets due within one year —FREHBOIERBEE 10 1,778,971,213.80 1,463,427,824.40
Other current assets HitpR®EE 11 3,792,776,498.74 2,067,737,279.12
Total current assets mBEEART 100,340,173,822.67 76,405,992,860.47
Non-current assets FRBEE
Available-for-sale financial assets B ESREE 12 594,847,216.31 498,384,350.11
Long-term receivables REBFEUGR 13 5,197,814,237.00 4,029,736,734.00
Long-term equity investments RERERE 14 2,638,935,915.48 1,544,970,791.85
Investment property BB EE 15 569,210,526.81 608,116,592.82
Fixed assets BEBE 16 27,067,404,030.16 25,795,956,109.02
Construction in progress EREIR 17 1,218,157,893.32 1,642,494,423.73
Materials used in construction TiEWE 589,457.74 -
Disposal of fixed assets ErEESE 903,928.29 1,018,823.58
Intangible assets BYEAE 18 23,839,954,192.45 25,157,187,656.76
Development expenditure I 19 515,853,805.25 445,774,466.92
Goodwill me 20 22,583,192,662.42 22,797,069,238.90
Long-term prepaid expenses REGHER 21 283,430,938.92 332,659,717.20
Deferred tax assets FIEFTEMEE 22 4,533,525,646.91 4,017,107,793.78
Other non-current assets HiIERBEE 23 254,172,355.79 259,720,703.00
Total non-current assets FRBEEAL 89,297,992,806.85 87,130,197,401.67
Total assets B 189,638,166,629.52  163,536,190,262.14

The financial statements have been signed by:

Legal Representative:

EERERA

Tan Xuguang
EIEN

108 WeicHAI Power Co., LTD.

Principal in charge of accounting:
FEGHIEAREA:

Kwong Kwan Tong
BIRE

AR NBRMNERAT

KB HERAUT ALEE

Head of accounting department:
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CONSOLIDATED BALANCE SHEET (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

2017 12A31H(AE®T)

gh%fﬁ%(ms)

Note V 31 December 2017 31 December 2016
LIABILITIES AND EQUITY SEMRRER il 2017%12H31R 2016512 A31H
Current liabilities RHAE
Short-term loans ySEiLER 24 3,174,887,395.62 4,771,648,754.00
Financial liabilities at fair value through URnEErr2AEE
profit or loss STABHERNCRERE 25 482,880,099.94 168,670,171.20
Notes payable ANESE 26 12,361,446,846.30 8,758,864,180.54
Accounts payable FETHRSR 27 30,654,794,938.52 21,897,787,394.18
Advances from customers TBUGRIE 28 5,814,905,624.90 4,627,211,871.86
Payroll payable FETEE T35 29 4,810,305,393.38 4,168,792,146.69
Taxes payable JERXFRE 30 2,700,258,706.06 2,065,784,483.92
Interests payable JERF8 31 95,394,487.50 102,059,094.81
Dividends payable FERTARF 32 207,460,650.87 3,822,409.44
Other payables Hib T 33 7,723,245,808.19 4,998,956,643.14
Non-current liabilities due within one year —FRIENIERHAE 34 5,596,251,134.50 4,624,888,126.80
Other current liabilities EMrsas 35 4,851,696,489.11 2,791,896,442.25
Total current liabilities neaEast 78,473,527,574.89 58,980,381,718.83
Non-current liabilities ERBEE
Long-term borrowings RHIER 36 15,678,594,729.35 30,216,115,691.85
Bonds payable [ER RS 37 10,459,780,084.07 2,756,201,597.01
Long-term payables RHIERR 38 9,218,432,433.10 7,781,235,810.40
Long-term payroll payable AR B TN 39 9,236,773,057.02 8,574,795,194.30
Special payables HIEEMRK 40 23,000,000.00 43,000,000.00
Provisions E:taE 41 344,923,046.70 311,033,593.20
Deferred income B 42 3,121,664,308.58 2,574,230,514.51
Deferred tax liabilities EEMEHEE 22 6,500,274,764.52 7,953,606,603.33
Other non-current liabilities EMIERHEE 226,205,400.79 71,646,849.89
Total non-current liabilities FRDBEAT 54,809,647,824.13 60,281,865,854.49
Total liabilities BEEE 133,283,175,399.02 119,262,247,573.32
The financial statements have been signed by: RIBHREBATATESE
Legal Representative: Principal in charge of accounting: Head of accounting department:
EEREFA FESHIEAEA BEHHHEETA
Tan Xuguang Kwong Kwan Tong Li Xia
EHIEb BIEE B
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CONSOLIDATED BALANCE SHEET (CONTINUED) BiHEEaBER(E)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)

Note V 31 December 2017 31 December 2016
LIABILITIES AND EQUITY BENRRES Miza 2017512831H 2016512 A31H

Shareholders’ equity et
Share capital A 43 7,997,238,556.00 3,998,619,278.00
Capital reserve BARNTE 44 135,898,754.99 30,139,859.91
Other comprehensive income Hitsza s 45 (1,527,566,155.73) (419,572,528.25)
Special reserve HIE#E 46 118,355,897.38 98,711,320.61
Surplus reserve BN 47 616,811,881.87 -
Retained earnings ROBHE 48 27,898,783,968.43 27,905,900,916.04
Total equity attributable to the shareholders FEREARIRR AT
of the parent 35,239,522,902.94 31,613,798,846.31
Minority interests PR EER 49 21,115,468,327.56 12,660,143,842.51
Total shareholders' equity REERER A 56,354,991,230.50 44,273,942,688.82
Total liabilities and shareholders’ equity BENRRER G 189,638,166,629.52  163,536,190,262.14
The financial statements have been signed by: KRB HREBBEATALTES
Legal Representative: Principal in charge of accounting: Head of accounting department:
EEREA FEGFTIEATA BHEBEEA
Tan Xuguang Kwong Kwan Tong Li Xia
E)v BRIRE B
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CONSOLIDATED INCOME STATEMENT

Year 2017 (Expressed in Renminbi Yuan)

B HFmiE%

2017FE(ARET)

Note V 2017 2016
BisEh 20174 2016%F
Revenue BEIA 50 151,569,392,236.63 93,183,521,384.54
Less: Cost of sales T BERA 50 118,467,630,098.34 72,099,983,058.63
Taxes and surcharges & R 51 738,068,687.50 450,858,197.34
Distribution and selling expenses HEEER 52 10,337,770,491.89 7,644,628,984.86
General and administrative expenses EIEER 53 9,601,587,744.66 7,651,679,576.71
Finance expenses p =4 54 590,752,971.58 198,822,884.84
Impairment loss of assets BERERX 55 1,950,139,536.86 984,410,371.57
Add: Gain or loss on change of fair value m: AnEEZEER 56 100,768,888.41 (155,320,838.99)
Investment income RE W 57 153,922,745.85 120,490,092.49
Incl: investment income from B - Hp & EA
associates and jointly BEPEN
controlled enterprises KE WKz 84,871,118.66 87,250,957.31
Gain/(loss) on disposal of assets BEREWRZ(1BX) 58 84,730,636.32 (7,723,626.22)
Other income Hpth o za 59 162,038,898.12 -
Operating profit L=EFilbd 10,384,903,874.50 4,110,583,937.87
Add: Non-operating income o EEIMIA 60 298,582,901.77 641,334,592.93
Less: Non-operating expenses Wl BEINTH 61 161,219,278.15 114,271,759.36
Total profit FEeE 10,522,267,498.12 4,637,646,771.44
Less: Income tax expenses Bl TS™RER 63 1,343,900,720.30 1,041,393,120.17
Net profit SERIE 9,178,366,777.82 3,596,253,651.27
Incl: Net profit of the party being absorbed Hep : [Al—fF# TR
before business combinations involving AHFPEAET
entities under common control AHETEFE - 39,349,153.82
Breakdown by continuity of operations RISERHEE A
Net profit from continuing operations BECEFTH 9,178,366,777.82 3,596,253,651.27
Net profit from discontinued operations R LAE SR - -
Breakdown by attributable interests BEEREYE
Net profit attributable to the shareholders FEREARRREFFE
of the parent 6,808,342,544.23 2,441,188,631.73
Minority interests DR FEER 2,370,024,233.59 1,155,065,019.54
The financial statements have been signed by: REIBHRERBATALTESE
Legal Representative: Principal in charge of accounting: Head of accounting department:
EERETA - FEETIEREA EHHEEEA
Tan Xuguang Kwong Kwan Tong Li Xia
B BRIRE =
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CONSOLIDATED INCOME STATEMENT (CONTINUED)

Afﬁ :ﬁl.l lﬁ %E ( f8 )

Year 2017 (Expressed in Renminbi Yuan) 2017FF (AR L)
Note V 2017 2016
fisth 20174 20164
Net other comprehensive income after tax Hipgr e WaEmRR F58
Net other comprehensive income attributable to FENEARIRRAE MRS
shareholders of the parent after tax W BT % F 58 (1,107,993,627.48) 82,936,145.53
Incl: Those other comprehensive income not to be  H M : AT e EHEHRZ
reclassified into profit or loss in subsequent ME MRS WS
periods
Changes arising from re-measuring net assets B ERER msTE
or net liabilities of defined benefit plan FRERFEEN
BE) 77,224,147.46 (148,713,028.38)
Share of investee's other comprehensive ERETERIRE
income not to be reclassified into profit or BT REENESE
loss using the equity method B E RS Y
RETZE MO EE 3,280,767.28 (928,656.44)
Those other comprehensive income to be A E D BEIEER
reclassified into profit or loss in subsequent Hipsr AUzt
periods
Share of investee’s other comprehensive ERETERRE
income to be reclassified into profit or loss BUBEHEERR
using the equity method g H R & iz
FT=BMMn5E 1,967,785.30 518,499.84
Changes of fair value of available-for-sale AtHESREE
financial assets PREEZE 9,271,806.53 (5,100,000.00)
Effective portion of cashflow from hedging REeREEHT AN
instruments BRE D (33,967,485.76) (65,203,170.22)
Exchange differences on foreign currency HINEBA TSR R ITE =58
translation (1,165,770,648.29) 302,362,500.73
Net other comprehensive income attributable to FERDHIRRE
minority shareholders after tax Hipkra Wi #5 (786,314,023.80) 140,860,530.24
Total comprehensive income alEesE 7,284,059,126.54 3,820,050,327.04
Incl: Hep
Total comprehensive income attributable to the FBENEARIRER
shareholders of the parent e BT 5,700,348,916.75 2,524,124,777.26
Total comprehensive income attributable to minority EEEW E G EED
shareholders ey k] 1,583,710,209.79 1,295,925,549.78
Earnings per share Tk 64
Basic earnings per share BEAGk=E RMBO0.857T RMBO0.317T
Diluted earnings per share mEER Y RMB0.857T RMB0.317C
The financial statements have been signed by: KRB HMERBUATATEE
Legal Representative: Principal in charge of accounting: Head of accounting department:
EERERA FESHIEATA EHHEEEA
Tan Xuguang Kwong Kwan Tong Li Xia
BN BRIRE &
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year 2017 (Expressed in Renminbi Yuan)

2017

SifIRRIEDE

2017FE(ARET)

20174

Equity attributable to shareholders of the parent

X

SRREDARRES
Other
Share Capital  comprehensive Special Surplus Retained Minority
Note V capital reserve income reserve reserve earnings Subtotal interests Total equity
Wi kx BALR Afiake EERE EBLE RARHE it HERRER RgRAT
At beginning of year before adjustment — fﬂ“m@ﬂ B8 3,998,619,278.00 30,139859.91  (295,101,754.34)  98,711,32061 - 21,905900,916.04 31,738,269,620.22 12,823,400,239.00  44,561,669,859.22
1. Adjustment for purchase price . PERBEES
allocation in respect of business #E
combintion - - (144707391) - - - (12447077391)  (163.256,396.49)  (287,727,170.40)
Il At beginning of year - REE(IBE 3,998,619,278.00 30,139859.91 (41957252825  98,711,32061 - 21,905900,916.04  31,613,798,846.31 12,660,143,842.51  44,273,942,688.82
II. Movements in current year = REEREELE
() Total comprehensive income (-)akses - - (1,107,993,627.48) - - 680834254423  5700,348,916.75  1,583,710,209.79  7,284,059,126.54
(1) Injction and reduction Z)RERARRSER
1. Injection 1. REEAER 4 - (9.776,743.51) - - - - (9,776,74351)  2,614,709,531.01  2,604,932,787.50
2. Inection by holders of 2 %DTM%I
other equity instruments of EREZRAER
subsidiaries 4 - - - - - - - 505327724169 5,053,277,241.69
3. Wholy state-owned capita 3 BEETEALE
reserve 4 - 77,000,000.00 - - - - 77,000,000.00 - 77,000,000.00
4. Amount of share- 4 FAFRHARR
based payment taken to EaneE
shareholders' equity u“ - 1081559284 - - - - 1081559284 141857775 25,001,37040
5. Repurchase of shares of 5. FAARREE
subsidiaries 4 - (14.947,636.88) - - - - (14947,636.88)  (1919871355)  (34,146,350.43)
6. Amount of contributed FRAVERRN
capital taken to shareholders BRNEEAEN
equity by way of transfer of B ARRER
capital resenve by minority HeE
shareholders of subsidiaries 4 - 42,667,682.63 - - - - 42,667,682.63 (42,667,682.63) -
7. Others - - - - - - - 1,790,576.80 1,790,576.80
(1) Profit appropriation
1. Appropriation to surplus . H
Tesenve 4 - - - - 61681188187  (616,811,881.87) - - -
2. Distrbution to shareholders ) HRENAE 48 399861921800 - - - - (6,197,859,880.90) (2,199,240,602.90)  (696,942,866.25) (2,89%,183,469.15)
3. Distibution to holders of 3 BFRAENER
other equity instruments of TERRENAR
subsidiaries - - - - - - - (57,034780.76)  (57,034,780.76)
4. Appropriation to staff benefit 4 ROBTENES
fund - - - - - (787,120.07) (787,129.07) (262,576.34) (1,050.305.41)
(V) Special reserve (m)2ERE
1. Appropriation during the year 1. KERR % - - - 61,531,924.51 - - 61,531,924.51 28,944,918.78 90,476,843.29
2. Used during the year 2 REER 46 - - - (M1,887,347.74) - - (MgeT34n74)  (25187,151.05)  (67,074,498.79)
V. Atend of year B REERHE 7997,238556.00 13589875499 (1,527,566,155.73) 11835580738 616,811,881.87 2789878396843 35239,522,902.94 21,115,468,327.56 56,354,991,230.50

The financial statements have been signed by:

Legal Representative:

EERRA

Tan Xuguang
BB

Principal in charge of accounting:

FEEHIEEEA

Kwong Kwan Tong

BRI

KB HERAUT ALEE

SEHEBEEA

Li Xia
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

SHRREDZZLEER(E)

Year 2017 (Expressed in Renminbi Yuan) 2017 FEF(ART)
2016 20164
Equity attributable to shareholders of the parent
SERELERTER
Other
Share Capital comprehensive Spedial Surplus Retained Minority Totdl
Note V capital Teserve income Teserve Teserve eannings Subtotal interests equity
Hin i EX0E Ehiraka i EHLE KRR Nt JHERER REERA
. Atend of previous year - LEERHE 3,998,619,278.00 27883109.16  (502,508,673.78) 7883943756 120798890022 26918633,619.95 31,729.455671.11  9,997,02791546 41,726,483 586.57
Add: Business combination under n: - egal
common control - 199,002,149.07 - - - 1150021546 210,502,364.53 - 21050236453
I Atbeginning of year = REENHE 399861927800 20688525823 (S0250867378) 7883943756  1207,988900.22 26930,133835.41 31,939958035.64  9,997,027,915.46  41,936,985,951.10
Il Movements n curtent year = REEREELE
(1) Total comprehensive income () GaknEs - - 82,936,145.53 - - 244118863173 2524124777.26  1,295925549.78  3,820,050,327.04
(1) Inection and reduction () RERATE D ER
1. Injection 1. REEAER Y - - - - (608,724,079.00 - (60872407900 203632843695  1,427,604,357.95
2. Amount of share-bésed 2. RISAGEA
payment taken to owners’ fREaNLE
equity u - 2,01503.62 - - - - 222150362 3,109,604.78 5337,108.40
3. Business combination under 3. -1
common control PO 4 - (207,149912.24) - - - (3,674598.77)  (250,824,511.01) - (250824,511.01)
4. Acquiston and disposal of 4 B RRTAR
shares n subsidiares and Bl Rttt
others 4 - 8,177,01030 - - (89801550789)  (315339,46043) (1,205,177958.02)  (106,768,289.01) (1,311,946,247.03)
(1) Profit appropriation (Z)HESE
1. Appropriation to surplus 1. ROBHNE
reserve & - - - - 29875068667 (298,750,686.67) - - -
2. Distribution to shareholders 2 HhEOAE 8 - - - - - (799723855.60)  (799,723855.60)  (572,366,276.98) (1,372,000,132.58)
3, Appropriaton to exiting 3 BT
shareholders prior to the BEAKRY
date of business combination AERRNIE
Under common control - - - - - (7,001,600.00 (7,001,600.00) - (7,001,600.00)
4. Appropriation o staf 4 RRBIRAES
benefit fund - - - - - (931,349.63) (931,349.63) (310,449.88) (1,241,799,51)
(V) Specal resenve (m) 2B
1. Appropriaton during 1. RERR
the year 46 - - - 46,796,631.92 - - 46,79,631.92 23,303,068.27 70,099,700.19
2. Used during the year 2 REER 46 - - - (26,924,748.87) - - (2692474887)  (16,105716.86)  (43,030,465.73)
V. Atend of year - REERBE 3,998,619,278.00 30,139.85991  (419,572,528.25) 98,711,32061 - 27905900916.04  31,613798.846.31 12,660,143 842,51 44,273 942,688.82

KB HERAUT ALEE

The financial statements have been signed by:

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

EEREKRA FTEGHIIEEEA: BIMEBABA
Tan Xuguang Kwong Kwan Tong Li Xia

B wiEE 8
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CONSOLIDATED CASH FLOW STATEMENT

Year 2017 (Expressed in Renminbi Yuan)

SHFRERERX

2017FE(ARET)

Note V 2017
Miza 20175

2016

20164

. CASH FLOWS FROM OPERATING ACTIVITIES — « &% EEEELHNRS
RE
Cash received from sales of goods or HEEM - RBEY
rendering of services WEImE e 122,969,631,397.00 78,618,574,648.98
Refunds of taxes WERHERE 278,322,804.68 271,286,501.29
Other cash received relating to operating U B E A AT O E B
activities BENRE 65 1,129,420,486.63 1,335,554,529.47
Subtotal of cash inflows from operating KEEFHRETA
activities NEt 124,377,374,688.31 80,225,415,679.74
Cash paid for goods and services EEAm BEXSK
TREHRE 68,195,202,618.01 43,359,403,586.53
Cash paid to and on behalf of employees TRGEBTIARAR TS
HEEe 22,471,363,021.34 16,143,475,594.07
Cash paid for all types of taxes SRR ERE 7,370,768,653.70 3,549,645,547.09
Other cash paid relating to operating activities S E M GRS
B@EnRS 65 10,081,708,199.87 8,922,457,481.02
Subtotal of cash outflows from operating TSRS R
activities NaF 108,119,042,492.92 71,974,982,208.71
Net cash flows from operating activities RETHEENRS
RE TR 66 16,258,332,195.39 8,250,433,471.03
Il CASH FLOWS USED IN INVESTING ACTIVITIES — « #&&EEFEANES
RE
Cash received from sale of investments W e B K EIRIR S 3,729,000,000.00 1,631,981,141.64
Cash received from return on investments BSHR & Yees W F 89
He 118,513,945.06 88,439,515.41

Net cash received from disposal of fixed assets,

REETEE - B

intangible assets and other long-term assets BEMEMRBEERK
B0 & 5 e 105,057,581.46 744,265,205.45
Other cash received relating to investing U B A BRI B TR &
activities E@NEL 65 186,453,087.75 215,096,120.80
Subtotal of cash inflows from investing REEDHRESTA
activities Net 4,139,024,614.27 2,679,781,983.30
Cash paid for acquisition of fixed assets, REETEE  BF
intangible assets and other long-term assets EENHEMRABEES
RS 2,541,669,616.96 4,459,699,581.12
Cash paid for acquisition of investments KELHHIRS 6,457,131,515.70 2,328,922,551.80
Net cash paid for acquisition of subsidiaries BEFRARREMmEESE
and other business units % (FH93R 2 FE 66 53,540,018.40 15,514,669,904.00
Other cash paid relating to investing activities TS E RS E R B
BHENRE 123,917,301.20 6,986,068.29
Subtotal of cash outflows from investing RERHRESTH
activities Net 9,176,258,452.26 22,310,278,105.21
Net cash flows used in investing activities REFBEANE S
e (5,037,233,837.99)  (19,630,496,121.91)

ANNUAL REPORT 2017 F#R
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED) BHIRERER(E)
Year 2017 (Expressed in Renminbi Yuan) 2017FF (AR L)

Note V 2017 2016
BsEh 20175 20164
lll.  CASH FLOWS (USED IN)/FROM FINANCING =+ Z&EE(FER) B4R
ACTIVITIES Rems
Cash received from capital contributions RSB W EIH) IR & 7,658,210,029.19 1,448,443,114.94
Incl: Cash received by subsidiaries Hep - FRARY D ER
from capital contributions RREWY D95
of minority shareholders o 2,604,932,787.50 1,448,443,114.94
Cash received by subsidiaries from FRAIEITKERE
the issue of perpetual bonds WEIEHE 2 5,053,277,241.69 -
Cash received from borrowings EEZREEHERE 22,931,065,117.95 40,427,051,904.80
Other cash received relating to WE H i EEEE T B
financing activities BB 65 37,419,091.20 60,903,683.55
Subtotal of cash inflows from SEFHREMANE
financing activities 30,626,694,238.34 41,936,398,703.29
Cash repayments of borrowings EBEEHBIANERS 32,993,551,141.52 25,930,017,967.06
Cash paid for distribution of dividends DERRF - FE S ER
or profits and for interest expenses BYAHRE 3,573,468,251.78 2,432,823,748.89
Incl: Cash paid to minority shareholders Heib : FRAIZT4S
for distribution of dividends LERE Y
or profits by subsidiaries B~ FE 525,266,206.85 574,513,560.42
Other cash paid relating to TREMEEEES)
financing activities EHmMRE 65 657,413,942.22 1,831,960,322.18
Subtotal of cash outflows from ELEVEE R ]
financing activities NEt 37,224,433,335.52 30,194,802,038.13
Net cash flows (used in)/from £REY(FR)/EEN
financing activities Reme 58 (6,597,739,097.18) 11,741,596,665.16
IV.  EFFECT OF CHANGES IN EXCHANGE e EXZHHRSH
RATE ON CASH 2 32,399,090.67 82,640,226.51
V. NET INCREASE IN CASH AND I ReRREEEY
CASH EQUIVALENTS FIE e 4,655,758,350.89 444.174,240.79
Add: Cash and cash equivalents m:FRe MRE
at beginning of year SEYHE 21,598,831,905.22 21,154,657,664.43
VI.  CASH AND CASH EQUIVALENTS N ERRERREEEDH
AT END OF YEAR ) 66 26,254,590,256.11 21,598,831,905.22
The financial statements have been signed by: KUY BWTRAUNTALEE
Legal Representative: Principal in charge of accounting: Head of accounting department:
EERERA FESFTIEATA SHHEBEEEA
Tan Xuguang Kwong Kwan Tong Li Xia
Y BRIRE FE
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BALANCE SHEET

sE8E%

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
Note XV 31 December 2017 31 December 2016
ASSETS BE ME+R 20175128311 20165 12A31H
Current assets TEEE
Cash and cash equivalents EHES 1 14,229,215,401.61 9,759,458,242.20
Notes receivable [EWE % 23,018,971,007.38 14,623,284,642.83
Accounts receivable JEUER R 1,492,883,648.61 1,084,606,558.31
Prepayments BRI 90,735,869.78 38,432,215.70
Interests receivable FEUF & 23,116,750.00 24,849,593.75
Dividends receivable JEUS A 240,204,169.02 1,530,000.00
Other receivables HAh fEIGR 4 360,439,484.91 1,489,063,940.49
Inventories s 1,337,111,784.14 1,748,577,761.12
Other current assets HibRBBE 29,109,553.59 -
Total current assets REBREASE 40,821,787,669.04 28,769,802,954.40
Non-current assets FEREEE
Available-for-sale financial assets At ESREE 256,480,000.00 278,880,000.00
Long-term equity investments RERERE 67 12,588,403,518.10 11,151,764,459.25
Investment property BEMEE 1,201,197,929.43 1,166,754,025.31
Fixed assets BEFEEE 3,043,915,670.87 2,985,724,485.68
Construction in progress EETRE 176,542,666.47 580,767,880.05
Disposal of fixed assets BEEEEEE - 83,797.30
Intangible assets B AE 10 463,712,921.79 529,111,113.62
Goodwill e 341,073,643.76 579,145,043.76
Long learn prepaid expense REGHER - 2,075,842.00
Deferred tax assets ELFEHEE 724,662,933.48 318,302,058.45
Other non-current assets HinIEmah gz 958,732,818.89 368,850,638.89
Total non-current assets EREEESE 19,754,722,102.79 17,961,459,344.31
Total assets EEL 60,576,509,771.83 46,731,262,298.71

The financial statements have been signed by:

Legal Representative:

EEREA

Tan Xuguang
BIRY

Principal in charge of accounting:

FEEHIEEEA

Kwong Kwan Tong

BRE

KRR AUT ALEE

Head of accounting department:

SEHEEAEA

Li Xia

=
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BALANCE SHEET (CONTINUED) SEaER(E)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

Note XV 31 December 2017 31 December 2016

LIABILITIES AND EQUITY BEANRRES s TR 2017412H318 20165 12H31H
Current liabilities mEEE
Notes payable ENEE 9,339,569,093.38 4,660,241,509.23
Accounts payable JERTERER 8,360,166,067.65 5,379,491,386.62
Advances from customers FANHRIE 53,587,374.55 64,399,135.60
Payroll payable JRE 1B T35 1 859,386,749.65 588,459,341.07
Taxes payable ERXFHE 12 741,716,110.76 505,716,425.54
Other payables HAh IR 2,497,504,438.30 1,788,661,736.46
Other current liabilities HitREaRE 13 1,617,152,913.39 725,109,205.14
Total current liabilities neaEas 23,469,082,747.68 13,712,078,739.66
Non-current liabilities FRBEE
Long term payroll payable REEABIEMN 18,825,899.20 31,887,561.60
Special payables BHIREMR - 20,000,000.00
Deferred income R 14 521,977,016.97 437,331,723.04
Total non-current liabilities FnBEEAE 540,802,916.17 489,219,284.64
Total liabilities BEAT 24,009,885,663.85 14,201,298,024.30
Shareholders’ equity e
Share capital [ 7,997,238,556.00 3,998,619,278.00
Capital reserve BRNTE 1,080,313,374.62 1,003,313,374.62
Other comprehensive income Hirgr ez 26,180,000.00 45,220,000.00
Special reserve HIE#E 59,958,938.53 50,137,320.74
Surplus reserve BENIE 2,136,832,331.58 1,520,020,449.71
Retained earnings AHEFIE 25,266,100,907.25 25,912,653,851.34
Total shareholders' equity PR A 36,566,624,107.98 32,529,964,274.41
Total liabilities and shareholders’ equity BENRRER G 60,576,509,771.83 46,731,262,298.71
The financial statements have been signed by: REBHREBBATALTES
Legal Representative: Principal in charge of accounting: Head of accounting department:
EEREKA FEGFTIEATA REEEA
Tan Xuguang Kwong Kwan Tong Li Xia
E) e B
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INCOME STATEMENT

il i &

Year 2017 (Expressed in Renminbi Yuan) 2017FF (AR L)
Note XV 2017 2016
We+h 201745 2016%F
Revenue EEUA 15 39,828,795,944.92  20,538,667,322.09
Less: Cost of sales B B ERA 15 29,289,649,626.90  15,397,365,042.94
Taxes and surcharges 75t KBt on 333,613,540.08 178,997,961.09
Distribution and selling expenses HEER 1,589,172,660.28 856,620,943.54
General and administrative expenses EEEBH 2,252,123,730.11 1,605,229,832.33
Finance expenses %8 A (134,784,315.05) (119,573,840.75)
Impairment loss of assets AERERX 265,476,819.04 49,949,570.65
Add: Investment income o REWE 16 773,907,314.72 692,057,206.88
Incl: Share of profit of associates and E o HEBETERNAS
jointly controlled enterprises SRR E
& 52,520,823.20 36,075,296.33
Gain on disposal of assets BEEREWZE 4,410,052.48 6,747,767.15
Other income HAtlas 47,074,312.09 -
Operating profit LR 7,058,935,562.85 3,268,882,786.32
Add: Non-operating income oo EEIMEA 4,029,099.11 99,970,665.14
Less: Non-operating expenses W EEEINE 9,508,744.67 11,955,202.70
Total profit T E4azE 7,053,455,917.29 3,356,898,248.76
Less: Income tax expenses o TS E R 18 885,337,098.61 369,391,382.02
Net profit YR 6,168,118,818.68 2,987,506,866.74
Incl: Net profit from continuing operations B : FHFELLE FFH 6,168,118,818.68 2,987,506,866.74
Net profit from discontinued operations R A E R - -
Net other comprehensive income after tax Hinsg s Wammii g g5a (19,040,000.00) (5,100,000.00)
Those other comprehensive income to be LA 1§ B $EHE R AY
reclassified into profit or loss Efbire e
Change of fair value of available-for-sale AHESREE
financial assets NREBEZD) (19,040,000.00) (5,100,000.00)
Total comprehensive income fra ki Eiess 6,149,078,818.68  2,982,406,866.74
The financial statements have been signed by: REATEMEBAUATALTES -

Legal Representative:

EEREA

Tan Xuguang
BIRYE

Principal in charge of accounting:

FTEEHIEEEA

Kwong Kwan Tong
BRE

Head of accounting department:

EERERAEA

Li Xia
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STATEMENT OF CHANGES IN EQUITY

IRRIEDSENE

Year 2017 (Expressed in Renminbi Yuan) 201 7FE(ARM L)
2017 20175
Other
comprehensive
Share capital ~ Capital reserve income  Special reserve  Surplus reserve  Retained earnings Total equity
B LN | Eftraks SEff BHAR AAEARE RRERAT
I At beginning of year — REEYHE 3,998,619,278.00  1,003,313,374.62 45,220,000.00 50,137,320.74  1,520,020,449.71  25,912,653,851.34  32,529,964,274.41
Il Movements n current year . AEEREYLE
() Total comprehensive income (=) Fakags - - (19,040,000.00) - - 616811881868  6,149,078,818.68
(I} Injection and reduction (Z) RERAFIRDBR
1. Wholly state-owned 1 BEBZARLE
capital reserve - 77,000,000.00 - - - - 77,000,000.00
() Profit appropriation (Z) MEAE
1. Appropriation to surplus 1. RREHARE
reserve - - - - 616,811,881.87  (616,811,881.87) -
2. Distribution to 2 HRENAR
shareholders 3,998,619,278.00 - - - - (6,197,859,880.90)  (2,199,240,602.90)
(1V) Special eserve (m) 2GR
1. Appropriation during 1. REED
the year - - - 14,869,007.10 - - 14,869,007.10
2. Used during the year 2 TEFR - - - (5,047,389.31) - - (5,047,389.31)
I At end of year = REERBE 7,997,238,556.00  1,080,313,374.62 26,180,000.00 59,958,938.53  2,136,832,331.58  25,266,100,907.25  36,566,624,107.98

R BHRAUTALHES

The financial statements have been signed by:

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

EEREA TEGIIEREREA: BRTHBREA
Tan Xuguang Kwong Kwan Tong Li Xia

BIRYE BB = B
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STATEMENT OF CHANGES IN EQuiTY (CONTINUED)

RRIEDZZLEINER(IE)

Year 2017 (Expressed in Renminbi Yuan) 2017FF (AR L)
2016 20164
Other
comprehensive
Share capital ~ Capital reserve income Special reserve  Surplus reserve  Retained eamings Total equity
e BRLE Etiieka EGE BHLE AR hEERET
I At beginning of year - KEE(EE 399861927800 1011,43189064  50320,00000  43771,198.92 1,221,269,763.04 24,023,621526.87 30,349,033,657 47
I. Movementsincurentyear = AEEFEELE
(I Total comprehensive income () (A Mzt - - (5,10000000) - - 298750686674 2,982,406,866.74
(I Profit appropriation (Z)HEAR
1. Appropriation to 1 ROEBLE
surplus reserve - - - - 298,750,686.67  (298,750,686.67) -
2. Distribution to 2 HBRENAR
shareholders - - - - - (799,723,855.60)  (799,723,855.60)
(1) Special reserve (z) 2EfE
1. Appropriation during 1 AERR
the year - - - 10,866,988.22 - - 10,866,988.22
2. Used during the year L ERER - - - (4,500866.40) - - (4500,866.40)
(V) Business combination (mRE-EHThEAH
under common control - (8,118,516.02) - - - - (8,118,516.02)
II. Atend of year = REERHE 3998619,278.00  1,003,313,374.62 45,220,000.00 50,137,320.74  1,520,020,449.71 25,912,653, 851.34  32,529,964,274.41

The financial statements have been signed by:

Legal Representative:

EEREA

Tan Xuguang
BB

Principal in charge of accounting:
FEEHIEEEA

Kwong Kwan Tong

BRE

R BHmFRANATALHRE

Head of accounting department:

SEREBRAEA

Li Xia
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CASH FLOW STATEMENT

Year 2017 (Expressed in Renminbi Yuan)

RERER

2017FE (AR L)

2017 2016
20174 20165
[, CASHFLOWS FROM OPERATING ACTIVITIES — + RZEHEANRESRE
Cash received from sales of goods or HEMm - RIEEH
rendering of services W2 HIR e 31,378,651,669.01 13,967,651,501.09
Other cash received relating to operating U B E A ERLAT T B
activities BENRE 297,947,330.33 365,674,918.62
Subtotal of cash inflows from operating WEESRSTANGT
activities 31,676,598,999.34 14,333,326,419.71
Cash paid for goods and services EERG  BEXSK
XRNRES 17,577,330,256.95 11,119,974,670.26
Cash paid to and on behalf of employees SRGBRIARABT
FENEA 1,453,539,104.26 1,147,394,627.08
Cash paid for all types of taxes YRS ERE 3,520,888,803.02 1,177,076,407.17
Other cash paid relating to operating S E b G LR
activities BE@sHRe 836,218,436.68 562,821,800.15
Subtotal of cash outflows from operating RESTBIR S/ e
activities 23,387,976,600.91 14,007,267,504.66
Net cash flows from operating activities RETHEENRS
e FHE 8,288,622,398.43 326,058,915.05

The financial statements have been signed by:

Legal Representative:

EEREA

Tan Xuguang

BB
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CASH FLOW STATEMENT (CONTINUED) RERSXR(E)

Year 2017 (Expressed in Renminbi Yuan) 2017 E(ARKT)
Note XV 2017 2016
s TR 20174 2016%F
II.  CASHFLOWS FROM INVESTING ACTIVITIES =+ BREEZHELHRLAE
Cash received from sale of investments W e ERERIR S 40,000,000.00 120,000,000.00
Cash received from return on investments B3R B Y=Y
COpak 389,986,034.29 651,923,691.80
Net cash received from disposal of REETEE  BFEE
fixed assets, intangible assets and MEMRAEE
other long-term assets U Bl #3R & F 58 1,523,964.48 94,644.18
Other cash received relating to investing WE| E B3 8 E B A RE
activities HIRE 51,350,000.00 104,633,742.00
Subtotal of cash inflows from investing KEEBHRERANET
activities 482,859,998.77 876,652,077.98
Cash paid for acquisition of BRETEE BIVEE
fixed assets, intangible assets and MEMRAEES N
other long-term assets HIRE 326,079,806.55 532,271,498.62
Cash paid for acquisition of investments RESNNES 1,384,118,235.65 1,073,067,896.40
Other cash paid relating to investing activities TRNEMEREESEH
N 503,022,200.00 3,701,700.00
Subtotal of cash outflows from investing WEEEIR S N
activities 2,213,220,242.20 1,609,041,095.02
Net cash flows used in investing activities KEREFERN
Reng e (1,730,360,243.43) (732,389,017.04)

R BmRALTALHES

The financial statements have been signed by:

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

EERRA TERFIEREA SERBRAEA
Tan Xuguang Kwong Kwan Tong Li Xia
T L B
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CAsH FLoW STATEMENT (CONTINUED)

Rehsx (&)

Year 2017 (Expressed in Renminbi Yuan) 2017FF (AR L)
Note XV 2017 2016
fE+R 20175 20165
. CASH FLOWS FROM FINANCING ACTIVITIES =+ EEEZHELHNRLRE
Other cash received relating to financing WE E fh ELE5E T B)
activities FHENRS - 29,247.15
Subtotal of cash inflows from financing FEEHHRSMANE
activities - 29,247.15
Cash repayments of borrowings BEBBIINES - 1,400,000,000.00
Cash paid for distribution of dividends or DECREA ~ MR E R
profits and for interest expenses MELFHRE 2,164,030,079.95 878,823,855.60
Subtotal of cash outflows from financing FEEHRSMI A
activities 2,164,030,079.95 2,278,823,855.60
Net cash flows used in financing activities SREDFANESRE
FEE (2,164,030,079.95) (2,278,794,608.45)
IV. EFFECT OF CHANGES IN EXCHANGE me EXEHURSNTE
RATE ON CASH (11,879.29) 30,544.50
V. NETINCREASE/ADECREASE)INCASHAND  # - HERESEEBWMF
CASH EQUIVALENTS 0 O )58 4,394,220,195.76 (2,685,094,165.94)
Add: Cash and cash equivalents e FETRER
at beginning of year HEEBMHE 9,744,275,681.71 12,429,369,847.65
VI.  CASH AND CASH EQUIVALENTS N FRBE2ERE
AT END OF YEAR SEMHEE 20 14,138,495,877.47 9,744,275,681.71

The financial statements have been signed by:

Legal Representative: Principal in charge of accounting:
EERRA FEEHIEEEA:

Tan Xuguang Kwong Kwan Tong

NP BRIRE
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RUBERERAUT ALEE

Head of accounting department:

EEHREEAEA

Li Xia
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NOTES TO FINANCIAL STATEMENTS

31 December 2017 (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 28 March 2018. Pursuant to the Articles of Association,
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 2017 (Expressed in Renminbi Yuan)

II.

II1.

126

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. Disposal groups held
for sale are presented at the lower of carrying amount and the net
amount of fair value minus disposal expenses. 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 2017
and the results of operations and the cash flows for year 2017 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. MLahhBRMNDBERLD

B ISR RMEE(EE)
2017 12A31H(AE%T)

~ . B HRNERER

AP BRFIZEH BB RETE
Al - EAERDIA R R BM RIEFTR AR
SRIER| - ERER - MEAREMAERS
E(ehEl G R DR -

REATEMRIAFF BB RERED e -

BEAPBERRE > BRELSRT A - 15
NELKABTERA - HAEFENLZE
A mRENEERARBERELEER
REFREANES 3R - BEMRELRE - A
RIRARRAAR E At IRARE AR B -

SRS BERKB5H b5

ARBIRBEREEEERRHET AR
SHERG AR = ERR R
REMMER B AENRRITEREL -
ST A R A B R 0 5 SRR B 1
it

1. BERECXgTHERNER
REBREGECESTEINE
ko BE - REMRBT ARG RA
SER2017512 A31 BRFHARAIA
R2017FEMKEERRTIRESME

2. EntHR
AEBSHFERBRABFE  AIE
FE1TATE®BE12A3181E

3. RERAAE
RRBIREERALEMBEAPERE
IR EB /AR - BRERR
TN BIAARB T RELRTR

ARARTEBFRAR AECENBZE
X RIEEGLMENEZEEBR
BRITRERLERALYE - REMB
BRETE/ARE -



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

B ISR RME(EE)
2017 12A31H(AE®T)

31 December 2017 (Expressed in Renminbi Yuan)

III.SIGNIFICANT ACCOUNTING POLICIES = - BEGFHERRS5HL5H(EE)

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.
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III.SIGNIFICANT ACCOUNTING POLICIES = BESFHERRS5HL5H(ZE)
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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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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

4.

Business combination (Continued)

Business combinations not involving entities under
common control (Continued)

For a business combination involving enterprises not under
common control and achieved in stages, the Group re-measures
its previously-held equity interest in the acquiree to its fair value
at the acquisition date. The difference between the fair value and
the carrying amount is recognized in profit and loss for the current
period; the amount recognized in other comprehensive income
using the equity method and relating to the previously-held equity
interest in the acquiree shall be accounted for in accordance with
the same accounting treatment for direct disposal of relevant
asset or liability by investee. Movement of other owners’ equity
(excluding net profit or loss, other comprehensive income and
profit distribution) shall be transferred to profit or loss for the
current period to which the acquisition date belongs.

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 2017 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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ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)
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5.

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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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

6.

Classification of joint arrangements and joint
operation

Joint arrangements are in the form of joint operation or jointly-
controlled enterprise. A joint operation is a joint arrangement
under which the joint venture parties are entitled to assets and
undertake liabilities under the arrangement. A jointly-controlled
enterprise is a joint arrangement under which the joint venture
parties are only entitled to the net assets under such arrangement.

The following items should be recognised by a joint venture party
in relation to its share of profit in the joint operation: solely held
assets, as well as jointly held assets according to its share; solely
assumed liabilities, as well as jointly assumed liabilities according to
its share; income derived from its entitled share of production of
the joint operation; income derived from the sales of production of
the joint operation according to its share; solely incurred expenses,
as well as expenses incurred by the joint operation according to its
share.

Cash and cash equivalents

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 “retained earnings” are translated using
the spot exchange rate at the date of transactions; revenue and
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.

LTp. #XRBNRMERLT

B ISR RMEE(EE)
2017 12A31H(AE%T)

= 8%

StBERK B5H b5t (18)

SNSRI IINERRITE

AEEBHREENIERZ S
ERITERTHEAUE DR -

oM

SNEE X IR FERE - AR
Eﬁmﬁﬁﬁrhﬁﬁéﬁﬁﬁﬁﬂ
BRAfUBeE REEREBERA 4
RIMEGEIEBERRAEEAGBRA
BIMERFTE  AUELNGEENE
BUERWEZE  REXRERBERS
BERNCIRMENEERBIING HF
fERELENEZRRBERERENL
MRRIEEZ 5N - et AE BB -
B ARG 2/ EIFE B IER
B - MERARZ L A ANERE K47
Ei TEREHLRAMUESE - AR
REEFENIINEIFERIEERE - K
AR EERTHOMNAEXFTE -
MUtEEMEZRRBEIFEEEREN
HEASHERRE MRS I -

HREINEE - AEBEREER
REFETRAMBTE/SARE
HEERBEXRTWEENRERAR -
RAEEREXRANMNMERTE
BRESHEBERIRDEMNB]EA
Sh - EABTR B BR A E A B O R HA fE X
TE FBERPHRAMEMIER
RAXSGELERTHERNE - 8
REMTEEENINE B RRITE

ER WRAEMGAENE - REIE
SME B - IR IMEE *EF'QE’JE
iR A EE AR S E BB - §
BREREELAFTE -
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ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

8.

Foreign currency operations and foreign currency
translation (Continued)

Foreign currency cash flows and the cash flows of foreign
subsidiaries are translated using the average exchange rate for the
period during which the cash flows occur. The effect of exchange
rate changes on cash is separately presented as an adjustment item
in the cash flow statement.

Financial instruments

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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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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AND ACCOUNTING ESTIMATES
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9.

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 fluctuations in foreign currency and interest rate.
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., LTD.

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. EMTE(E)
Transfer of Financial Assets CHRIEEEE
If the Group transfers substantially all the risks and rewards of FEBDKESRMEEMGRLETMR
ownership of the financial asset to the transferee, the Group BEOERMBMEREEATH - &
derecognizes the financial asset; if the Group retains substantially IHERZEREE  RETEREE
all the risks and rewards of ownership of the financial asset, the FrE L EFRBNRRMNRM
Group does not derecognize the financial asset. TEAIERZEREE °
If the Group neither transfers nor retains substantially all the risks AEBERAFEBBHLAERESRE
and rewards of ownership of the financial asset, it is accounted for FEFTB R - T Fr A & & b A0 5 oM
as follows: if the Group has not retained control, it derecognizes B ARG RETE : WET #iZ
the financial asset and recognizes any resulting assets or liabilities; TREEREHN  RIEBIZERE
if the Group has retained control, it continues to recognize the EYRRAEENEENRME  KRE
financial asset to the extent of its continuing involvement in the HZemEEEHN  HREESY
transferred financial asset and recognizes the relevant liability. AFBREREENEERABHES

MEE - WHEEREHEE -

For ongoing involvement by way of provision of financial guarantee BREHMEReREERRYBER
in respect of the transferred financial assets, the assets arising from FREZ LA EREMEENR
such involvement is recognized as the lower of the carrying amount HEENHBERESEME ZHHOR
of the financial assets and the amount of the financial guarantee. BE  BABESNEEANEE - 8
Amount of financial guarantee refers to the maximum amount to BEREHE - REMKINEES
be repayable on demand among the considerations received. R EREENZR SR -

10. Receivables 10. FEWFIE

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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10. Receivables (Continued) 10. FEYWFIE(E)
(2) Receivables for Which Provision for Bad Debt 2) EIEFRREERFEAEETIE

Is Recognized by Group With Distinctive Credit AR B AT

Risk Characteristics

Other than receivables for which provision for bad debts MR E B ERH R AR UG

has been recognized individually, provision for bad debt is RSN - ARIEIAR 2 B2 AR R 3K

recognized by group based on the actual loss rate of identical LY - ABEUERRRE

or similar group in prior year or with similar distinctive credit B RUGFIREE A BRIERX

risk characteristics, taking into account the current situation. REDE - BABRRNE TR

TREVEAR A o

Other than business segments located overseas, the BRAIAASRING EAR R ZE T HD - 7R

grouping of receivables is based on their ages which are SEURERIERERRBISRE

taken as a distinctive credit risk characteristic. Ageing ERMGRIEAS - WHRAKRERD

analysis is conducted to determine the provision for bad debt RS FE MR AN KL P U R

for trade receivables and other receivables, at the following IRERREB AT -

percentages:

Percentage

Age provided for
AREQ FTHRELHI(%)
Within 1 year 1R 5
1-2 years 12246 15
2-3 years 2E34F 30
3-4 years 3E44F 50
4-5 years 4FE5E 80
Over 5 years SFELAE 100

For business segments located overseas, grouping of N B A A B AN AR B8

receivables is based on their overdue ages which are taken as & DB EBRRIEAERRRE

a distinctive credit risk characteristic. e T R TEAS -

If objective evidence shows a recovery in value of the WA REBERPENZIENE

receivables, the original bad debt provision can be reversed BHELIRE - B RIERHIZIEE

and carried through profit and loss in the current period. PR - S AEHIE -
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10. Receivables (Continued)
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11.

WEICHAI PowER Co.,

(3) Receivables Which Are Not Individually
Significant But Provision for Bad Debt Is
Recognized Separately
For receivables which are not individually significant but
objective evidence shows that the impairment has occurred,
bad debt provision will be made according to the difference
between the present value of future cash flows and its
carrying amounts and will be carried through profit and loss
for the current period.

If clear evidence indicates that the receivables are indeed
not recoverable, such as in case of cancellation, bankruptcy
or insolvency of the debtor or its serious cash flow problem,
then it is recognized as a bad debt and written off for bad
debt provision already made.

Inventories

Inventories include materials in transit, raw materials, work in
progress, finished goods, materials under entrusted processing, self
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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11.

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.

Non-current assets or disposal groups held-for-sale

The Company shall classify a non-current asset or disposal group
as held for sale if its carrying amount will be recovered principally
through a sale transaction rather than through continuous use,
and when all of the following conditions are met: according to
the practice of disposing of this type of assets or disposal groups
in a similar transaction, a non-current asset or disposal group is
available for immediate sale in its present condition; the sale will
likely occur as the Company has made a resolution in respect of a
disposal plan and obtained a firm purchase commitment from a
buyer, and the sale is expected to be completed within one year
(and approval has been obtained where approval of the sale is
required from relevant competent authorities or regulatory bodies).
If sale of any investment in a subsidiary will result in the loss of
control over the respective subsidiary, whether or not any part of
the equity investments is retained after the sale, the investment
in subsidiary is classified as held for sale in the respective financial
statements, and all assets and liabilities of the subsidiary shall be
classified as held for sale in the consolidated financial statements.

For a non-current asset or disposal group classified as held for
sale (other than financial assets and deferred tax assets), its
carrying amount is written down to its fair value less costs to sell
if its carrying amount is higher than its fair value less costs to
sell. The reduced amount is recognised as asset impairment loss
and charged to current profit or loss, with provision made for
the impairment of the held-for-sale assets. No depreciation or
amortisation is provided for a non-current asset in the non-current
assets or disposal groups held for sale.

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.
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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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14.

15.

WEICHAI PowER Co.,

Investment property (Continued)

The Group uses the cost model for subsequent measurement of its
investment property. Depreciation or amortization is calculated on
the straight-line basis over its useful life, as follows:

B ISR RMEE(EE)
2017 12A31H(AE%T)

= 8%

14.

StBERK B5H b5t (18)

REMEHE (&
AEBERARAEAGREEEHE
EITREFE  EEERASHARA
BERARHRITE S - JIRINT

Estimated net rate Annual
Item Estimated useful lives (years) of residual value depreciation rate
1HE TERHE RS (F) TERTFEEE(%) FIEL(%)
Land use rights
bR 48.5-50 0 2.00-2.06
Houses and buildings
BB Y 14.5-30 0-5 3.17-6.90

Fixed assets 15. BEEE

A fixed asset is recognized only when the economic benefits
associated with the asset will probably flow to the Group and the
cost of the asset can be measured reliably. Subsequent expenditure
incurred for a fixed asset that meet the recognition criteria shall
be included in the cost of the fixed asset, and the carrying amount
of the component of the fixed asset that is replaced shall be
derecognized. Otherwise, such expenditure shall be recognized in
profit and loss for the period in which they are incurred.

Fixed assets are initially measured at cost. The cost of a purchased
fixed asset comprises the purchase price, relevant taxes and any
directly attributable expenditure for bringing the asset to working
condition for its intended use. Other than fixed assets arising
from the use and appropriation of safety funds, special reserve
offset against the cost of fixed assets, and equivalent amounts of
accumulated depreciation recognized; and certain equipment of
the parent company, and machinery and equipment of certain
subsidiaries namely Weichai America Corp., Shaanxi Fast Gear
Co., Ltd., Baoji Fast Gear Co., Ltd. and Xi'an Fast Auto Drive
Co., Ltd., for which double-declining balance method is used
for depreciation, the straight line method is adopted for the
depreciation of other fixed assets.
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Fixed assets (Continued) 15. BEEEE(E)
The expected useful lives, net residual value rates and annual EHETEEMNRBEGERASS
depreciation rates of fixed assets are presented as follows: FREXRRFFEXRIIRET
Estimated Estimated Annual
useful lives net residual depreciation
(years) value rate (%) rate (%)
TEEHE RS TEEDFEER FIER
ltem 1B H () (%) (%)
Land ownership rights + i AT R indefinite #&HA[R 0 0
Houses and buildings FE R ZEEY) 10-50 0-5 1.90-10.00
Machinery and equipment HER R 3-15 0-5 6.33-33.33
Vehicles BERRE 4-10 0-5 9.50-25.00
Electronic equipment BI& 2-15 0-5 6.33-50.00
Other equipment HAhE& 2-15 0-5 6.33-50.00
Forklift trucks and equipment LA X ERRE(RER)
leased out (long-term) 2-15 0 6.67-50.00
Forklift trucks and equipment THHE) X B R (R A)
leased out (short-term) 2-15 0 6.67-50.00
Forklift trucks and equipment leased out (long-term) TA B X BB 5% (< HE)

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.
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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.
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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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17.

18.

WEICHAI PowER Co.,

Borrowing costs (Continued)

Capitalization of borrowing costs ceases when the qualifying asset
being acquired, constructed or produced becomes ready for its
intended use or sale. Any borrowing costs subsequently incurred
are recognized as an expense in the period in which they are
incurred.

During the capitalization period, the amount of interest to be
capitalized for each accounting period shall be determined as
follows:

(1) where funds are borrowed for a specific purpose, the
amount of interest to be capitalized is the actual interest
expense incurred on that borrowing for the period less any
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
amount of interest to be capitalized on such borrowings is
determined by applying a weighted average interest rate to
the weighted average of the excess amounts of accumulated
expenditure on the asset over and above the amounts of
specific-purpose borrowings.

Capitalization of borrowing costs is suspended during periods in
which the acquisition, construction or production of a qualifying
asset is interrupted by activities other than those necessary to
prepare the asset for its intended use or sale, when the interruption
is for a continuous period of more than 3 months. Borrowing costs
incurred during these periods are recognized as an expense for the
current period until the acquisition, construction or production is
resumed.

Intangible assets

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.
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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:
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RS (F)
Technology know-how =R 3-20
Land use rights TP A 30-50
Software EIgLs 2-10
License FFETHE 3-15
Orders on hand EFETE 1-25
Customer relationship BEB% 2-17
Intangible assets arising from in-house research R ERAFE AR ST & B 5-7

and development

Others EHph 3-10
Trademark rights PR A indefinite N EE

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 and 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 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.

B ISR RME(EE)
2017 12A31H(AE®T)

= - ER B BERK S5t b5 (18)

EEREE)
AEEREERBRAHNBEERST
FHERAIRERTRENTR - FAERE
PR AEEBHFETRE S
B ETREAH - BESXRA A
FERCEO B AN A &5 o TN HETE WO B Y
BE BEWEAFEREDNR =4
REFRETRERNR - HRERZE
ARERRENBELEE  hEBFH
TTRERE

AREEEREEENAABERE
REBRRMNFEREERTRKR
ERENBEME MRS EETE
AEBENEREERERMGTEATK
&% MUHEREENT KD S
FEITEFE  URBEEMBHNEE
MREMETEEHEN KOS
BEMANRE  NEEHELENTE
RERARBBUNEMBEELEE
EANRSRABKIE

R o A A A TR AR A
HEEMES  ALESHERARE
REETWELE RN SEHA
%A - R SRR AR E
el o

SAEMRENANS  HRERX
AEHTRNBENREEE BBE
RRZRAEENIENBERENE
EA BUSBERENEERDN
BESBERENEEHRAS - HH
MEERANEEEAES Al
CERAHNBRBETZENEEHR
FEBEEAES A TRRAEHRE

FERRE D HR

ANNUAL REPORT 2017 F#H 157




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

158

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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Amortization period (years)

BHHER ()
Industrial mould fee TREAS 1-5
Industrial equipment fee THsREE 5
Expenditure on improvement of HABRTEEENRR I H The shorter of useful life and lease term

fixed assets leased in

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) it is 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., LTD.

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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ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

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 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 costs or expenses or
losses to be incurred in subsequent periods, the grant is recognized
as deferred income, and recognized in profit or loss or offset
against relevant costs over the periods in which the related costs
are recognized; (b) if the grant is a compensation for related costs
or expenses or losses already incurred, it is recognized immediately
in profit or loss or offset against relevant costs for the current
period.

A government grant related to an asset shall be offset against the
carrying amount of the relevant assets, or recognized as deferred
income, and amortized to profit or loss for the current period over
the useful life of the related asset by stages based on reasonable
and systematic methods. (However, a government grant measured
at nominal amount is recognized immediately in profit or loss for
the current period). Where the relevant assets are disposed of,
transferred, retired or damaged before the end of useful life, the
relevant deferred income not yet allocated shall be taken to profit
or loss in the period in which the assets are disposed of.

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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ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

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.

Where all of the following conditions are satisfied, deferred tax
assets and deferred tax liabilities are presented on a net basis
after offsetting: With the legal rights of net settlement of current
income tax assets and current income tax liabilities granted, and
deferred income tax assets and deferred income tax liabilities are
related to income tax to be paid by the same entity liable to pay tax
to the same tax collection and management authority or related to
different entities liable to pay tax, but the relevant entity liable to
pay tax is intended to apply net settlement of current income tax
assets and liabilities or, at the same time, acquire assets or repay
debt whenever every significant deferred income tax assets and
liabilities would be reversed in the future.

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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ITI.SIGNIFICANT ACCOUNTING POLICIES
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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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ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

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, debt
instruments available for sale 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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ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

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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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

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.

B ISR RME(EE)
2017 12A31H(AE®T)

= - ER B BERK S5t b5 (18)

ERGEHE ML (E)

1haT ) TIREE 14 (&)

AT REIRAE
AEEELSSFHRBENEARS
THEE M IR T RERME o 1T
R AL RS RAEEEREE
ZBEMBNEREE - HRAEEZG
EREAEEGERNEEANEE
ZARFRG T ERBIZABIREI
AHZEREREIRME -

REZ st &

AEENEREBRBEERFENR
HFaEEBNRERTIEENAR
EREREXmTEFAE - RE
aEFNREAEESZHEBER &
EREMRRIFTRE - HERKER
HZERRTN - JREHHREE
BERAREXGDABFEENEX

W oy A

AN i1
AEEEEBREBRUAENTETA
REEBEBERANAAEBE: AEE
BOHERET  HRERABHRFEE
MAREEETHE - DAREE
AHEREZEMBE  WARKEHREZ
RERAN - ATREEHAAEENEKR
HE -

AT G B A E R E
AEEBRLEERBERTHLES
REE  YHEQIAEENEHEER
FRARMRANE - EAREBETR
B BEEEE T RELRRARE
ERAFEFEERTERLRNER
%o

ANNUAL REPORT 2017 F# 175




NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

III.SIGNIFICANT ACCOUNTING POLICIES = BESFHERRS5HL5H(ZE)

176

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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AND ACCOUNTING ESTIMATES
(CONTINUED)

34.

Significant accounting judgments and estimates
(Continued)

34. EXREFHHEMGE (&)

Estimation uncertainty (Continued) 1BETEITET 1 (&)
Net realizable values of inventories FE#5E%E

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.
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35.

WEICHAI PowER Co.,

Changes in accounting policies and accounting
estimates

Change in accounting policies

Change in Presentation of Gain/Loss on Disposal of Assets
As required by the Notice of the Ministry of Finance on Revising
and Circulating General Corporate Financial Statement Formats
(Cai Kuai [2017] No.30), the Group separately presents “Gain on
disposal of assets” as a new item above “Operating profit” in the
Income Statement, and the Gain/Loss on Disposal of Non-current
Assets which was previously recorded in Non-operating Income and
Non-operating Expenses is included in this new item. The Group
has restated the Comparative Income Statement on a retrospective
basis. This change to accounting policies has no significant impact
on the consolidated and company net profit and shareholders’
equity.

Change in presentation of government grants

As required by the Notice on Revising and Circulating Accounting
Standards for Business Enterprises No.16 — Government Grants
(Cai Kuai [2017] No.15), the Group presents the Other Income
item separately above Operating Profit in the Income Statement,
and government grants related to daily activities is stated under
Other Income instead of Non-operating Income; in line with the
transitional requirements under the standards, the Group has
applied the prospective approach to government grants existing
as of 1 January 2017, and adjusted government grants received
between 1 January 2017 and the effective date of the standards
(12 June 2017) accordingly. The contents presented under “Other
income”, “Operating profit” and “Non-operating income” are
different in year 2017 and year 2016, but this has no significant
impact on consolidated and company net profit in 2017 and 2016.
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(CONTINUED)

35.

Changes in accounting policies and accounting
estimates (Continued)

Change in accounting policies (Continued)

Change in presentation of discontinued operations

As required by the Notice on Circulating Accounting Standards
for Business Enterprises No.42—Non-current Assets Held for Sale,
Disposal Groups and Discontinued Operations (Cai Kuai [2017]
No.13), the Group adds two items below Net Profit in the Income
Statement, namely “Net profit from continuing operations” and
“Net profit from discontinued operations”, to state profit or loss
from continuing operations and profit or loss from discontinued
operations. In line with the transitional requirements under the
standards, the Group has applied the prospective approach to the
discontinued operation existing as of 28 May 2017. This change in
accounting policies has no significant impact on consolidated and
company net profit and shareholders’ equity.

Major impact of the retrospective adjustments arising from the
changes to accounting policies stated above on the financial

statements of 2017 and 2016 are as follows:

The Group

B ISR RME(EE)
2017 12A31H(AE®T)

= - ER B BERK S5t b5 (18)

35.

Incurred during
the year before

EHBENE LS

BEHREE (E)

AR PR E S T =
BIECRAR (D E S ERF 42
K—FESENERDEE  BEA
ML FE &) BB (BE[201713
§R) Bk REBEEFBERFHFEF
HEIEE 2 TES[HESLFREIM
[\ R FE IBE - »BIPIRE
BREBEML G ERE  BRZ
ERMAETIERTE » AEEE2017F5
A28 ATFEMIR LS - IRARKE
BEEE - 28 BREEHAMK
NEFH MRS EERTE -

(%)

Pl g R ERE T S R B M AT
2017 FEM2016FEMBEHRENTE
FENT

AEE

2017
20175
Re-classification of

gain on disposal

Incurred during
the year after

changes to of assets pursuant changes to
accounting to changes to accounting
policies  accounting policies policies

BIRREE
B RS EA EERENSE BHHKBER
KEREH ESE RERER
Non-operating income CEINON 404,809,249.71 (106,226,347.94) 298,582,901.77
Non-operating expenses EENTH 182,714,989.77 (21,495,711.62) 161,219,278.15
Gain/(loss) on disposal of assets BEREWZ/(BX) - 84,730,636.32 84,730,636.32
Operating profit EEFH 10,300,173,238.18 84,730,636.32 10,384,903,874.50

2016
20165

Incurred during Re-classification of Incurred during
the year before gain on disposal the year after
changes to of assets pursuant changes to
accounting to changes to accounting
policies accounting policies policies

SIHEREE
SRR BERENS SETHRERR
REELER ENE REELET
Non-operating income ZEINEA 671,096,042.91 (29,761,449.98) 641,334,592.93
Non-operating expenses EEMTH 151,756,835.56 (37,485,076.20) 114,271,759.36
Gain/(loss) on disposal of assets BERBNZ/(1BX) - (7,723,626.22) (7,723,626.22)
Operating profit 2EFE 4,118,307,564.09 (7,723,626.22) 4,110,583,937.87
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35. Changes to accounting policies and accounting 35.
estimates (Continued)
Change to accounting policies (Continued)
Change in presentation of discontinued operations
(Continued)
The Company
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Bil I REE (45)
RIS EII T A E ()

(%)

ESAN

2017
20174
Re-classification of

Incurred during
the year before

gain on disposal
of assets pursuant

Incurred during
the year after

changes to to changes to changes to
accounting accounting accounting
policies policies policies
B BRBE
B BREEA EEREWE BIBRBER
REHER BESE REHEH
Non-operating income =E LIV IN 8,476,143.58 (4,447,044.47) 4,029,099.11
Non-operating expenses BEHTH 9,545,736.66 (36,991.99) 9,508,744.67
Gain on disposal of assets BEREWE - 4,410,052.48 4,410,052.48
Operating profit BEFH 7,054,525,510.37 4,410,052.48  7,058,935,562.85
2016
20165
Re-classification of
Incurred during  gain on disposal of Incurred during
the year before  assets pursuant to the year after
changes to changes to changes to
accounting accounting accounting
policies policies policies
BEBRE
BEBREER BEREWS BIBRER R
REFHE Ep) REFHE
Non-operating income EEINIA 106,832,221.65 (6,861,556.51) 99,970,665.14
Non-operating expenses BEINTH 12,068,992.06 (113,789.36) 11,955,202.70
Gain on disposal of assets EERENE - 6,747,767.15 6,747,767.15
Operating profit ERHE 3,262,135,019.17 6,747,767.15  3,268,882,786.32
Standards to take effect Bl XL B92ERY
Five amended accounting standards, namely Accounting Standards 2017 F BB 3 T IE TR K 5

@& =

for Business Enterprises No. 14 — Revenue; Accounting Standards ZEHERIZE 1458 — WA - (DEEE

for Business Enterprises No. 22 — Recognition and Measurement 225 — M T AWRFTZE)

of Financial Instruments; Accounting Standards for Business (XS ENERF - cHEEE
Enterprises No. 23 — Transfer of Financial Assets; Accounting By (bEgstERIE24% -EHE
Standards for Business Enterprises No. 24 — Hedge Accounting; OB E SR EREI7THR - /T
and Accounting Standards for Business Enterprises No. 37 — BOE)nIE gt 2R - REEERE
Presentation of Financial Instruments, were issued by the Ministry 2018F 1 A1 B EE_ AR o 7K
of Finance of the PRC in 2017. These standards will be adopted EBKIE B ERNER » HiELkE
by the Group with effect from 1 January 2018. Based on available BB T S -

information, the Group has assessed the impact of these standards.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

35.

Changes in accounting policies and accounting
estimates (Continued)

Standards to take effect (Continued)

Changes to accounting standards for revenue

Under the newly amended Accounting Standards for Business
Enterprises No. 14 — Revenue, the Group has assessed and
concluded that for most of the businesses of the Group, the
revenue recognition model, where on a point of time or in a period
of time, will not change significantly. However, some construction
contracts for some projects of KION GROUP AG, a subsidiary of
the Group, do not satisfy the criteria of recognition of revenue
for a certain period of time, and a minimal portion of revenue will
be affected of the deferred recognition of revenue. This change
to standards is not expected to have significant impact on the
operating results of the Group.

Changes in accounting standards for the recognition and
measurement of financial instruments

Under the newly amended Accounting Standards for Business
Enterprises No. 22 — Recognition and Measurement of Financial
Instruments, with the changes to the classification and
measurement of financial assets, three primary measurement
categories have been established: (1) amortized cost (‘AC’),
(2) fair value through other comprehensive income (‘FVOCI’)
and (3) fair value through profit and loss (‘FVTPL"). The entity
should consider its business model and the contractual cash flow
characteristics of the financial asset for classification. Investments
in equity instruments are required to be measured at FVTPL with
the irrevocable option at inception to present changes in FVOCI
(any gain/loss could not be recognized to profit or loss while
the dividend is recognized through profit or loss). This primarily
affects the equity investments available for sale being held by
the Group, which are currently classified as measured at costs.
These investments will change from measurement at costs to
measurement at fair value through profit and loss or through other
comprehensive income.

B ISR RME(EE)
2017 12A31H(AE®T)

- BERBHBERKE5tb5H(18)

ST HERNEHETEE(A)

IR B2ERI (48 )

WA ERR) &
ISR E G et RIS 1455 —
WADT - AEBEFHHERE D AEE
BEBME - WARER T = (R Rk
A EHEENE L - BREAREE
Z F/AAIKION GROUP AGHYERH T 72
LA RGFETRE — B ARERI
ABEH - BADE D IMA S TR TR
RUARFE - NEE KK B RIER
s BaTE - ELERIBLEARER
LA R ETERT TERX o

T E T AR EERA

FEAMETRC RS 225 — 2
BRTARIMAE)T  SREEND
BAGEFABEEL  BET =@
ERMFTERRR - (NEERKRAE M
AREEFEEEEHAAREMES
Wt - QAAREEFEREZE S
AEHET - CEFEEEHFEBE
A UERERMEENARBRSREE
ETERDE - RRBENRERTERA
REEFELEZEHAZTHER
B 1A HERES AR BIR A A B{ER
EREEFF AR MR RS (BER
MAMGHRBRTRERME\BRERE - B
ARt AERE)  ABETREE - &
TEFEAREERENRDBRUK
AEFTEMAIHHERERE @ Bk
BRERRNEZREZERURAEE
AAEREFHFTAEMBRSAEHE M

Alris -
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ITI.SIGNIFICANT ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES
(CONTINUED)

182

35.

WEICHAI PowER Co.

Changes in accounting policies and accounting
estimates (Continued)

Standards to take effect (Continued)

Changes in accounting standards for the recognition and
Measurement of Financial Instruments (Continued)

Under the newly amended Accounting Standards for Business
Enterprises No. 22 — Recognition and Measurement of Financial
Instruments, an expected credit losses (‘ECL') model is used to
account for impairment of financial instruments in replacement of
the incurred loss impairment model used in the existing accounting
standard. For most financial assets, the Group adopts a simplified
model whereby provision for loss is measured using the amount
of expected credit loss during the entire period. Based on available
information, the Group has concluded that these changes to
standards is not expected to have significant impact on the
operating results of the Group.

Changes in accounting standards for hedging

Under the newly amended Accounting Standards for Business
Enterprises No. 24 — Hedge Accounting, the Group has confirmed
that the existing hedge relationship will still meet the criteria of
hedge accounting upon adoption of the new standards.

With effect from 1 January 2018, the Group will adopt the newly
amended accounting standards set out above for accounting
treatment. According to the transitional requirements under the
new standards, comparative figures for the comparable period
need not be restated. Adjustments arising from the difference in
implementing the new standards initially and the original standards
will be dealt with in the opening retained earnings or other
comprehensive income.

, LT, @K NRMERRT

B ISR RMEE(EE)
2017 12A31H(AE%T)

- BRBHBERK E5th5H(18)

SERIBERME T EH 2 E (&)
BTG £ 30 aERY (78)
AT AERMEERNEE
(%)
RIBFET R RS EAF 225 —
TRTARINE) FERMAEY
EH%TE%&HX&E%EEJJEP{EEHE’UE
BEBKZHEMTIANRERTS
SRR - AEEHAHY ERMEER
R S5 AKEGKIZREER
EEFEANERERBRANS R
BHBRERE - AEEKIER B ATER
MEBRHE - ELBERIB(CHAKE
RERROT BRI TEK -

EH@ ERImE

EMERTRC R EFHERIF 245 — &

HEsH)T $%@ﬁ€u fﬁﬁﬁﬁﬂﬁﬂ{?
B et EARIDNTAESRE

O ERAF o

H2018F 1 A1HHMR + AEBIZRH
1ERTH Ll ERABEIT SRR - BRIB
FERIMBIERT  BERENATEA
LEEL - B BT R B R A A =
EFBE ABYIARD RFE R E b4z
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

IV.TAXATION

B ISR RME(EE)
2017 12A31H(AE®T)

g - #RI8

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

Value-added tax (VAT)
BED

City maintenance and construction tax

P R AR

Education surcharge

HE B

Local education surcharge
wHHEEN N

Corporate income tax

EEMER

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.

REBBANF AR —RBTHEALETKAL17% ~ 1% - 6% KT E5T
HEHIET - WIRHNR S B FHR e TR SRR B BTG (E -
The basis of computation and applicable rate of VAT primarily applicable
to major overseas subsidiaries of the Group are set out below:
REBRINF AR EZEAAIBETA TR ERRETI RO

Basis of computation Applicable country Tax rate
T BRI BRAER w=
Amount of taxable added-value Germany 19%
JEMTLILERR =

Value-added tax rates applicable in other countries follow the tax laws
and regulations in force in the respective countries.

HALBISIREM N R BRI ERERETE -

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

RERGANRRBTANT % HE%T4 -

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

REBRBMR BN HI3%ETH -

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

RERGNRREBTRN2%ET 8 -

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.

MREINFRENREPAERIR - M@ H)AE R EFTHIN - (PEPTSTHILIE
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:

REESRINEETF AR FEBAMNCEMSTAT B LERTEIIT
LUl

Basis of computation Applicable country 2017

B E BEAER 20175 E

Amount of taxable income Germany 30.82%

JE MM P EE ==

Amount of taxable income United States of 21.00%

JEMTRFTS 58 America (Note)
EE (i)

Note: On 2 December 2017, tax rate in the United States of America was adjusted from
35% to 21%.

A 2017%F12/2H - EEAFAHEH35%HEE|21%

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.

HipBIRAIIS W R B EE R ERERET - FLIFINFRAIER

EHAWBER = XA WIEE -
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IV.TAXATION (CONTINUED)

184

2.

WEICHAI PowER Co.,

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 KR ERFEERHLHBIEERNEER 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 to be recognized as
a high-tech enterprise in 2014 and is therefore entitled to enjoy
a preferential income tax rate of 15% from 2014 to 2016. The
Company's High-tech Enterprise Certificate (ST EEEE))
expired on 31 December 2016. As at the approval date of these
financial statements, the Company had passed the review stage
and met the criteria for the recognition as a high-tech enterprise.
Notice had been released that the Company is entitled to enjoy the
preferential tax rate of 15% for the period from 2017 to 2019.

Preferential corporate income tax for the domestic
subsidiaries of the Company

Weichai Power (Weifang) Reconstruction Co., Ltd. and Shaanxi
Automobile Datong Special Purpose Vehicle Co., Ltd. was
recognized as a high-tech enterprise in 2016 and is therefore
entitled to enjoy a preferential income tax rate of 15% for the
period from 2016 to 2018.

Weichai (Weifang) Medium-duty Diesel Engine Co., Ltd., Shaanxi
Hande Axle Co., Ltd., Xi'an Fast Auto Drive 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% during the period from 2015 to 2017.

Shaanxi Heavy-duty Motor Co., Ltd., Weichai Power Yangzhou
Diesel Engine Co., Ltd. (#£®) HiHINEREBR ETAR),
Zhuzhou Torch Machinery Manufacturing Co., Ltd., Shanghai
He Da Auto Accessory Co., Ltd. (EBFESERGHBRE D F),
Zhuzhou Gear Co., Ltd. (kMR B R FF A7), Zhuzhou Euro
Grace Gear Automotive Transmission Co., Ltd. (FRNEEIR{EENIK
{3 AR AT]), Shaanxi Fast Gear Co., Ltd. and Baoji Fast Gear Co.,
Ltd. were again recognized as high-tech enterprises in 2017 and
are therefore entitled to enjoy a preferential income tax rate of
15% for the period from 2017 to 2019.

LTp. #XRBNRMERLT

B 5 IR =

Bt 5 (4&)

2017 12A31H(AE%T)

g - #RI8
2.

(&)

Bl E =R

IBE
ARBZFRARAEETERRA
AIMRIREIERER - BIRTH BB RCRNE
AFEERREIEERINEERAE
FHERER - REBBERANER
Fr iR R IR ER -

AR EJERAEFER

RATIN2008F 11 B27E MR TEAS
AT 2014F AR BERBS
FEMEERE - B2014F %2016
FEZIS%HMEHEBRBE - XA
AR I EFE)EN20165F
12A318EI8 - BHERBREIE
H BEBAEEHE  FeRRATS
FRMEEGEF - BEAR - 52017
FEE019FEZF15% N TS THERM

N AVREAF L AL RITEHE

431

HELEE) H (M) BRIEBR AR - PR
AARZERAEARAENR2016F @
BEMEMEERT - B2016FE
2018F ZX15%MFTSTUEERTE -

ML () P EUSE B IR AR ~ PR
TEESEFHRAR] - ALETHA
BB FR A AN A B A FEE
ERETRREBBSHRIMEER
F o B2015FE2017EZF15%HFT
STEERE -

PRPERRERBR AT - BB N5
MEHEERET AT  HNEAE
HWREEBRET AR - LEFMESR
BHEREGERAF - KNERERET
AR RNBEmEESRMERA
B BREETRHERERETARR
B ELTRERERETARN2017
FENESSMEMEEXER 8
2017 ZE2019FZ R 15% M FT1EHE
B .



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

IV.TAXATION (CONTINUED)

2.

Tax benefits (Continued)

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

As at the approval date of these financial statements, Weichai
Power Freshen Air Technology Co., Ltd., Baudouin (Weifang)
Power Co., Ltd. and Linde Hydraulics (China) Co., Ltd. had passed
the review stage and met the criteria for the recognition as a high-
tech enterprise. Notice had been released that the companies are
entitled to enjoy the preferential tax rate of 15% for the period
from 2017 to 2019.

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 [2011] No.
58) (7R A B s 78 B K e 25 B S 7 B 0 OB SR R B 38 &)
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., Shaanxi
Automobile Xinjiang Motor Co., Ltd, Xi‘an Fast Auto Drive
Co., Ltd., Shaanxi Fast Gear Co., Ltd., Baoji Fast Gear Co.,
Ltd., Fast Eaton (Xi'an) Power Transmission System 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 2016 Taxation Filing, and
they are expected to be entitled again to enjoy a preferential
policy for the Western Development in 2017.

00 - iRIA(4E)
2.

B ISR RME(EE)
2017 12A31H(AE®T)

BUWEE(E)

KR EEAF AR E
R(E)

HERB N ERFEREBRAG - 1E
M (K ) B B R A R RMERE
(FE)BRAR - BEAGHREL
HEH BEBEEWRE  FAEAT
SRS EGKSY - BEERAT B
2017 ZE2019FZ X 15% HIFT1HE
B .

RIEETFE[2015]345R AR TE - BRFTE
TEHAETHEFEHOBRAFFE
TEMENDAGFICENRTIRE
HETSRIZ50% 5t A BT ETISEE
1220% M B R B E TSR EER
BIE10% T RN ERTSHL) o

RERIEE  ERNGER  BEE
E2011F7 827 HEF B2 [2011]585%
XA FAAE ARSI A
TR R RBADRNEE - THA
A ZEX RS ARFEE15% T MEEK

A

)

o  PRAZATEARAF - PRAEE
EERBERARF - BRASREE
BRATE - BRABAIEFRA
Al AR AT RAEESHERA
Al BREA TS ERERETA
Al BRATRHERERETA
Al ATBFB(ER) B HES
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ABEARRAA o

o IBIE2015F8H18HBARF K4
BAE2015F E585 AR A
17 B BUH A9 22 TE L 75 FE 1T BURT
AEAEENRIEINHRE  =F
ST AREI5%HNHEKES
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V. NoTES TOo KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE

186

FINANCIAL STATEMENTS

1.

WEICHAI PowER Co., LTD.

Cash and cash equivalents

HHES

2017 2016
20175 20164

Cash at bank EEES 138,172,603.17 6,416,580.43
Bank deposits RITER 26,110,295,839.47  21,589,174,946.34
Other cash and cash equivalents HnE®E® 7,973,369,328.26 5,527,390,328.56

34,221,837,770.90  27,122,981,855.33

As at 31 December 2017 other cash and cash equivalents of the
Group amounted to RMB7,967,247,514.79 (31 December 2016:
RMB5,524,149,950.11) which are used for letter of guarantee,
and as security monies and pledged fixed deposits in special
accounts for issuing such as bank acceptance bills and letter of
credit.

As at 31 December 2017, the Group held cash and cash
equivalents of RMB1,348,285,336.19 (31 December 2016:
RMB1,902,795,631.23), 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 fixed 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.

AR NBRMNERAT

MH2017F12A318  AEEHEMERE
Eeh e ARET967,247,514.79
T (2016412 A31H : AR
5,524,149,950.117T ) F PAR B LA R %
BIRITERER - ZRAESEFPME
FRRESFNARNERN T FES -

R2017F 12 A31H » AEBFW
RBIHEEESTEARER
1,348,285,336.19 70 (2016 F 12 A 31
H: e AR R1,902,795,631.23

JT) °

RITE BT FIRIRIRITIE T A &
BSHBWA - EHRERNFHRMET7
RENREANE  KAKENREH
SKTMGE » WRIRAR B RO SRTT 7 3R &
HUSFIBHA -



NOTES TO FINANCIAL STATEMENTS (CONTINUED)
31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

. . . . NN = GUEREL ) ke
2. Financial assets at fair value through profit or loss 2. HUAREESTEEEZEHTAER
HERNEMEE
2017 2016
20174 20164
Forward contracts EHAR 232,883,050.40 75,559,618.80
Warrants and cash compensation (Note) R IR mE (i) 150,169,737.92 -
Cross currency interest rate swap instruments 2 X 5¥F & 5#%H T B
(Note V.68) (Hiz#7 - 68) - 53,736,404.70
Others Hib 1,014,299.00 -
384,067,087.32 129,296,023.50
Note: In March 2017, the Company approved the entering into of a share i 20179F3F  ARA|AEAEEFLNE]HLE
purchase agreement by Weichai America Corp., a wholly-owned subsidiary B 77 4k 3= A R 2~ 7] £ 2 B Power Solutions
of the Company, with the U.S.— based Power Solutions International, Inc. International Inc. (LA T /& PSIZ 7)) #FATHR
(hereinafter, “PSI Inc.”), for the purchase of 2,728,752 ordinary shares 1D EE %  L{AB#11B6,000% % 7T i BPSIA
and 2,385,624 preferred shares (convertible into 4,771,248 ordinary 7]2,728,752 % & i IR % 2,385,624 % 18 5t fi%
shares in the future) of PSI Inc., with a total investment of USD60 million. (R AT E21: 54,771,248 ZBAR) ° 20174F
In November 2017, upon full conversion of the aforesaid preferred shares 118 _FlEERE 5080 B EFERE AN
into ordinary shares, the Company, through Weichai America Corp., held BB B ML B R 2 Al# B PSIZ T THE IR AN EY
shares representing 40.7% of the total issued share capital of PSI Inc. and 40.7%FR17 + PLABPSIABIAYE —AIRE o IRIK
became its largest shareholder. Pursuant to the agreement, 18 months i - PR ZRETT18IE AT - H5EE) T
after the completion of the above transaction, Weichai America Corp. WEEBRA AT TIEREEENE - — 12 FFPSI
may exercise a call option to further increase its holding in PSI Inc. to LA ES1% °
51%.
3. Notes receivable 3. REWEE
2017 2016
20174 2016%F

Bank acceptance bills SBITERHEE
Commercial acceptance bills [EES S

25,259,282,610.52
31,956,300.00

16,738,403,958.52
4,470,316.00

25,291,238,910.52 16,742,874,274.52

Among which, notes receivable that were pledged are presented as

follows:

Bank acceptance bills

IRITHGLER

Hep o BEANRKRREDT

2017
20174

2016
20164

8,862,401,073.29  5,263,763,893.86
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31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
3. Notes receivable (Continued)
Notes receivable which had been endorsed but not yet expired as

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIEBHRETEZIREFRE(E)

3. RBWEREGE)
EREEEEERBRA MR

at the balance sheet date are presented as follows: PRI T

2017 2016

20175 2016%
Derecognition  No derecognition Derecognition No derecognition
RIEFER PN IR BILHER RE TR
Bank acceptance bills BITEAES 11,897,133,700.14 - 3,868438322.72 -
Commercial acceptance bills HERGES - 7,321,000.00 4,345,132.00 4,470,316.00
11,897,133,700.14 7,321,000.00  3,872,783,454.72 4,470,316.00

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

EMBREAEEEAGBRAMARDHN
FEYRIBIT

2017 2016
20175 2016%
Derecognition  No derecognition Derecognition  No derecognition
R IERER RELRER RIFER KRR
Bank acceptance bills BITAGEZ 19,718,076.84 - 5,170,000.00 -

As at 31 December 2017, the Group has not transferred any notes
into accounts receivable due to issuers’ failure in performance (31
December 2016: nil).

188 WercHAI Power Co., LTD. LB HBRHBEMRAD
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

4.

Accounts receivable

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:

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

4. REUWARR

A EEE S E S ERAE AR
$AE B—RERFESEMRR
RREE AR RET - EAREE
1618 - EKESLTE S -

REFARAH  BURANEREDT

W

2017
20176

2016
20164

Within 3 months 3EA AR 11,174,158,713.17 8,252,128,633.29
3to 6 months 318 A Z6{E A 973,070,634.78 1,448,583,141.59
6 months to 1 year 6lE A ZE14F 980,112,626.07 997,629,041.10
1 to 2 years 1226 597,200,935.15 508,279,954.23
2 to 3 years 2FEIF 190,287,768.61 468,393,039.64
Over 3 years 3FLE 1,090,819,401.30 805,237,129.91
15,005,650,079.08 12,480,250,939.76

Less: provision for bad debt in respect of B YRR EE
accounts receivable 1,433,114,728.64 1,144,057,968.02
13,572,535,350.44 11,336,192,971.74

Changes in provision for bad debts of accounts receivable are

presented as follows:

JENERFORAREFR BB T

2017
20175

2016
20164

Opening balance FHIRTE 1,144,057,968.02 937,306,781.71

Provision for the year REFHR 370,477,690.97 251,651,180.10
Reversed for the year ARNEFEE o] (33,037,659.83) (45,116,426.01)
Eliminated during the year N (45,663,345.00) -
Written off during the year INERZE (1,984,107.32) (2,509,812.74)
Adjustment for exchange differences BEE ¢ = RE R (735,818.20) 2,726,244.96
Closing balance FREAEE 1,433,114,728.64 1,144,057,968.02
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES To KEY ITEMS OF CONSOLIDATED 1~ SHEFEHREXEZIEBFREE)

FINANCIAL STATEMENTS (CONTINUED)

4. Accounts receivable (Continued) 4. FEWERF(E)
2017
20176
Gross carrying Provision for
amount  Proportion bad debt  Percentage
5] sTREEA
HREEREE (%) (%)
Individually significant items for SEEAVER
which provision for bad debt is pﬂ ZIRAELE
recognized separately 1,558,286,912.47 10.38 541,702,763.60 34.76
Items for which provision for RERRREEA
bad debt is recognized by FHREIRER
group with distinctive
credit risk characteristics 12,820,513,104.70 85.44 759,675,762.97 5.93
Not individually significant items for BIESEAEAEER
which provision for bad debt is SRS EE
recognized separately 626,850,061.91 418 131,736,202.07 21.02
15,005,650,079.08 100.00 1,433,114,728.64
2016
20164
Gross carrying Provision for
amount Proportion bad debt Percentage
o] ARG
ARE8REE (%) RRERE (%)
Individually significant items for BESEEATES
which provision for bad debt is STIREEREE
recognized separately 1,083,724,304.59 8.69 442,290,597.67 40.81
Itemns for which provision for RiERRREHES
bad debt is recognized by SRS EE
group with distinctive
credit risk characteristics 10,941,690,683.36 87.67 605,279,723.50 5.53
Not individually significant items for EBIBGEREAEER
which provision for bad debt is TR 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
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

4.

Accounts receivable (Continued)
As at 31 December 2017, individually significant items for which
provision for bad debt is recognized separately are presented as

follows:

Shanxi Tong Tai Automobile
Sales Services Co., Ltd
BT TEHERBER DR
Guangzhou Jingi Trading
Company Limited
BNTEERESBRAR
Dalian Shaanxi Automobile
Sales Co., Ltd
REPOTAEHERR AR
Hubei Space Shuanglong Special
Purpose Vehicle Co., Ltd.
WML RS EERTEARAF
Nanjing Lerong Trading
Company Limited
MAREME S ERAT
Fujian Zhongxin Dingxing Automobile
Sales Service Company Limited
BRPERETEHERBERAF
Yulin Orient Group
Company Limited
MRS EEERAA
Shaanxi Eurostar Auto Co., Ltd.
PRETERET R TR I B IR A R
Shandong Liugong Concrete
Equipment Company Limited
IR RS LB B R AT
Datong Yifu Trading Co., Ltd.
AATZEBERREERF

Others
EAth

Gross carrying
amount

AREIEREE
56,927,140.00

49,159,575.31

40,516,068.59

37,449,568.86

32,989,886.43

32,623,150.80

29,745,233.41

28,369,816.49

26,400,747.00

24,671,392.36

1,199,434,333.22

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

4,

Provision
for bad debt
RIRERE

56,927,140.00

49,159,575.31

38,490,265.16

35,577,090.42

32,456,366.43

26,098,520.64

21,312,766.31

26,663,258.86

25,080,709.65

19,737,113.89

210,199,956.93

FEURBR TR (48
7H2017F12A831H

)
C BIAQEEBEAL

BRI R EEN B YERTBE RN

™

Percentage

FTHREE B
100%

100%

95%

95%

98%

80%

72%

94%

95%

80%

Reasons

FTREH

Long credit age

RIRE

Bad repayment
ability
HERENE
Bad repayment
ability
HEELE
Company under
liquidation
AEBEES
Assets have been
preserved
HEEEH
Litigation

B

Bad repayment
ability

HEELE

Long credit age

RARER

Litigation

EiEA

Bad repayment
ability

EEREDE

Long credit age etc.

RIREE

1,558,286,912.47

541,702,763.60
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTeEsS 70 KEY ITEMS OF CONSOLIDATED 1 BHEBEHRETEZIEEFRE(E)

FINANCIAL STATEMENTS (CONTINUED)

4. Accounts receivable (Continued) 4.
As at 31 December 2016, individually significant items for which

provision for bad debt is recognized separately are presented as

FEURBR R (48)
2016128310 » BIEGESE AL
BETIREREENEKRRE LN

192

BRI TRREREER AT
Others
Efth

695,412,321.67

153,337,157.22

follows: L
Gross carrying Provision
amount for bad debt  Percentage  Reasons
ARE e EARAE FHIRLLO]  FHEEEEM
Shanxi Tong Tai Automobile Sales 56,927,140.00 51,234,426.00 90% Long credit age
Services Co., Ltd RARES
BRI TEHERBERDR]
Guangzhou Jingi Trading Company 49,159,575.31 49,122,478.71 100%  Bad repayment ability
Limited BEEHE
BNTEEBSBRAR
Shaanxi Rong Chang Yuan Trading Co., 43,173,316.66 38,855,985.00 90%  No full coverage of
Ltd preservation
PrAKEIRE HER AT EHAREEE
Anhui Anyu Engineering Machinery 42,763,993.80 8,552,798.76 20%  Bad repayment ability
Sales Co., Ltd S CEPAE=
ZERFITIZEMIHEFR A A
Dalian Shaanxi Automobile Sales Co., 40,516,068.59 32,412,854.87 80% Bad repayment ability
Ltd BfEE =
REPTAEHERR AR
Hubei Space Shuanglong Special 35,611,768.86 28,489,415.09 80%  Company dissolved
Purpose Vehicle Co., Ltd. NCIIY -
LM R EREFRTEER AR
Nanjing Lerong Trading Company 32,989,886.43 31,340,392.11 95%  Assets have been
Limited preserved
MAREME S ERAT MEEEH
Fujian Zhongxin Dingxing Automobile 32,641,150.80 13,056,460.32 40% Litigation
Sales Service Company Limited EEA
BRPERETEHEERBERAF
Shaanxi Eurostar Auto Co., Ltd. 28,128,335.47 25,328,330.79 90% Long credit age
PRAEER AT TR 1D AR A A RARER
Shandong Liugong Concrete Equipment 26,400,747.00 10,560,298.80 40%  Litigation
Company Limited SFFA

Long credit age etc.

1,083,724,304.59

442,290,597.67

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

31 December 2017 (Expressed in Renminbi Yuan)

B ISR RME(EE)
2017 12A31H(AE®T)

V. NoTeEs To KEY ITEMS oF CONSOLIDATED +hH - SHUBHREXEIZIBEZEE)
FINANCIAL STATEMENTS (CONTINUED)
4. Accounts receivable (Continued) 4. FEWER(E)
The Group's accounts receivable for which bad debts are provided AEBERARRONATIRERER
for using aging analysis are presented as follows: R FEMERFIE RN T ¢
2017 2016
W75 2016F
Gross carrying Provision for Gross carrying Provision for
amount  Proportion bad debt  Percentage amount  Proportion bad debt  Percentage
] LAl ] Eigaid]
BESHE (%) BRER (%) BESE (%) SRER (%)
Within 1 year &R 4,153,297,472.89 86.37 235,956,825.77 5.68 3,454,618,906.80 80.52 172,730,945.34 5.00
1102 years 1528 179,278,251.61 373 23,184,910.36 12.93 285,450,040.46 6.65 40,891,768.47 1433
2103 years 123F 115,587,025.62 240 31,359,396.59 21.13 308,401,874.67 719 91,205,310.70 29.57
3to4years 3R4E 179,392,572.43 3713 83,254,744.56 46.41 88,149,405.72 205 44,074,702.85 50.00
4105 years 425% 38,460,830.81 0.80 28,784,084.45 74,84 14,446,863.87 034 11,557,491.10 80.00
Qver 5 years SEME 142,884,643.24 297 142,884,643.24 100.00 139,550,437.44 325 139,550,437.44 100.00
4,808,900,802.60 100.00 545,424,604.97 134 4,290,617,528.9% 100.00 500,010,655.90 11.65
The Group's accounts receivable for which bad debts are provided KABARRIEAERARRERGR
for using overdue periods as credit risk profile are presented as HIREFENEBERRIERAT
follows:
2017 2016
178 20165
Gross carrying Provision for (ross carrying Provision for
amount  Proportion bad debt Percentage amount  Proportion bad debt  Percentage
i LA Stfl STHRBLA
RESE (%) (%) BHSE (%) ShER (%)
Neither overdue ~ KBHERFE
nor impaired 6,211,411,030.00 7153 - - 4,694,800,367.08 7059 - -
Due and impaired  BEFEHE 229,356,410.80 2.86 214,251,158.00 93.41 764,445,113.78 1149 105,269,067.60 1377
Due and not DHEEE
impaired 1,570,844,861.30 19.61 - - 1,191,827,673.54 1792 - -
8,011,612,302.10 100.00 214,251,158.00 267 6,651,073,154.40 100.00 105,269,067.60 158
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

194

NoTES TO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

4.

Accounts receivable (Continued)

As at 31 December 2017, the top five balances in respect
of accounts receivable had a total closing balance of
RMB1,460,834,595.71, accounting for 9.74% of the total of
closing balance of accounts receivable. The closing balance
in respect of bad debt provided for the top five amounted to
RMB62,847,994.57.

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.

Prepayments
An aging analysis of prepayments is presented as follows:

4,

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIEBHRETEZIREFRE(E)

FEURBR R (48)

R2017%12A318  #BRIAEN
FEWBESRHFERBRBETAARE
1,460,834,595.717C * 15 E U BR U AF
REBFEAFT B HB9.74% %710
AR IR R ER T RGBS
AR#E62,847,994.577T ©

R2016%F 12 A31H » BEEAIABN
WS FRABEATAARE
1,011,623,448.777C * 16 E W BE A
RBEAFTENLOAE8.11% + %AT
hABETRERERFERAER
AR#29,654,169.137T °

MR
R AR AITINT :

2017 2016

20174 20164F
Amount Proportion Amount  Proportion
]| =]l
x| (%) THR (%)
Within 1 year 1F AR 526,645,255.35 94.08  555,569,294.37 93.24
1 to 2 years 18224 20,047,546.92 3.58 23,906,886.87 4.01
2 to 3 years 2534 5,656,242.87 1.01 9,362,708.63 1.58
Over 3 years 3FME 7,453,447.02 1.33 6,993,261.32 1.17
559,802,492.16 100.00  595,832,151.19 100.00

As at 31 December 2017, there was no significant prepayments
with an age of more than one year (31 December 2016: Nil).

As at 31 December 2017, the closing balances of the top 5
prepayments amounted in aggregate to RMB156,630,224.47,
representing 27.98% of the total closing balances of all
prepayments as at year end.

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.

WEICHATI POWER Co., LTD. M4 NBRMNBERLAD

R2017512A318 @ EERE —F MU
EWEZEMNZK(20165F12A318 ¢
;) o

R2017F 128310 #FEIEEH
ERNRENFRBEETAARE
156,630,224.47 7T * {E BN FIBF K
BREAETER L0 /527.98% ©

MR2016512A318 - $EAIAEN
ENRENFERBBEAFTBARE
254,201,354.717C © (RN FIBE R
BREEGETERI L0 542.66% ©



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

6.

7.

8.

Interests receivable

B ISR RME(EE)
2017 12A31H(ARKT)

h - SHIBHRETEZIREFRE(E)

6. EBURRE

2017
20175

Interests on fixed deposits

FEHIERRALE

2016
20164

25,264,533.85

26,284,015.32

Dividends receivable 7. BEWAERF
2017 2016
20174 20164
Shaanxi Eurostar Auto Co., Ltd. PRI AT S EARID AR AT 2,240,000.00 3,040,000.00
Proplan Transport Proplan Transport 2,988,280.90 6,671,108.40
5,228,280.90 9,711,108.40
Other receivables 8. HMEWKK
An aging analysis of other receivables is presented as follows: HADEBGRABRE ST AT
2017 2016
20174 20164

Within 1 year
1 to 2 years
2 to 3 years
Over 3 years

1 AR
1224
2E34F
3FLLE

786,463,049.04
34,618,444.64
16,715,314.94
68,341,114.74

749,893,188.91
41,472,988.52
16,339,720.44
64,918,908.31

Less: Provision for bad debts in respect of

other receivables

906,137,923.36

B Lt U ARt

48,508,702.99

872,624,806.18

51,626,275.30

857,629,220.37

820,998,530.88

Changes in provision for bad debts in respect of other receivables

are as follows:

HAbEURSRAREFANE BT

2017
20174

Opening balance

Charge during the year

Reversal during the year

Written off during the year
Adjustment for exchange difference

FHERER
AEFHR
AEHEM
REEIH
PE 3 R E

2016
20164

51,626,275.30

8,846,040.31
(11,677,167.96)
(306,229.04)

19,784.38

55,338,843.24
1,059,769.01
(4,203,285.22)
(562,251.32)
(6,800.41)

Closing balance

FRAER

48,508,702.99

51,626,275.30
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
Other receivables (Continued)

Gross carrying
amount

Individually significant items for
which provision for bad debt is

FREIERE
FREEEAYESE
AHRERER

B ISR RMEE(EE)
2017 12A31H(AE%T)

8. HEW (&)

2017
20175
Provision for

Proportion bad debt
idl]
(%)

h - SHIEBHRETEZIREFRE(E)

Percentage

atiREL Al
)

recognized separately 34,443,385.29 3.80 - -
Items for which provision for bad debt 1Z{ZRERSHAS
is recognized by group with HEZRER
distinctive credit risk characteristics 768,023,556.04 84.76 26,326,849.04 3.43
Not individually significant items for ~ EESBAEABERE
which provision for bad debt is SHEEBEERE
recognized separately 103,670,982.03 11.44 22,181,853.95 21.40
906,137,923.36 100.00 48,508,702.99 5.35
2016
2016%F
Gross carrying Provision for
amount Proportion bad debt Percentage
LAl st fl
RESE (%) BERER (%)
Individually significant items for BELHEEATES
which provision for bad debt is HEERER
recognized separately - - - -
Items for which provision for bad debt %Z({EERMIEEAEE
is recognized by group with SHEZBEERE
distinctive credit risk characteristics 791,358,962.41 90.69 34,452,243.59 435
Not individually significant items for ~ EESBAEAAES
which provision for bad debt is HEZRER
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

WEICHAI POWER Co.,
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO 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)

2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

8. HEW (&)
AEBERAKRE D AR ERER
R E A UGB RN T

2017 2016
2175 20165
Provision for Provision for
Amount Proportion bad debt Percentage Amount  Proportion bad debt  Percentage
] g4 gl RO
] (%) (%) °F (%) SRR (%)
Within 1year 148 5R 115,601,615.69 73.10 3,412,673.94 2.95 220,396,541.53 80.06 4,594,603.67 208
1102 years 1228 12,050,002.74 1.62 680,121.73 5.64 13,081,845.13 475 1,612,276.77 12.32
210 3 years 153% 9,106,807.44 5.76 2,175,938.61 23.89 11,889,879.24 432 2,964,724.55 2493
3104 years 354F 1,389,743.01 0.88 495,322.13 35.64 9,732,598.60 354 4,867,299.30 50.01
410 5 years 4B55F 1,628,140.13 1.03 1,197,929.70 73.58 252,199.04 0.09 201,759.23 80.00
Over5years  5FLLE 18,364,862.93 11.61 18,364,862.93 100.00 19,948,535.27 724 19,948,535.27 100.00
158,141,171.94 100.00 26,326,849.04 16.65 275,301,598.81 100.00 34,189,198.79 1242

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:

RABHRERERERRBRSER R
BAREEMEMRERAREAGE
MRS IR IR R

2017 2016
2175 20165
Provision for Provision for
Amount Proportion bad debt Percentage Amount  Proportion bad debt  Percentage
] SHRLAI £ 0l STRELGI
Ea | (%) BRER (%) 8 (%) BHER (%)
Within 1year 1€ LAR 556,545,861.30 91.25 - - 461,900,534.69 89.51 263,044.80 0.06
1102 years 1228 22,259,961.90 3.65 - - 28,373,646.31 5.50 - -
210 3 years 123 4,798,414.50 0.79 - - 4,449,841.20 0.86 - -
QOver 3 year 3E F 26,278,146.40 431 - - 21,333,341.40 413 - -
609,882,384.10 100.00 - - 516,057,363.60 100.00 263,044.80 0.06
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHUBERRETZIEEFE(E)

FINANCIAL STATEMENTS (CONTINUED)

8. Other receivables (Continued) 8. HEWKK(E)
2017 2016
20174 20164

Commission receivable FEWA & 119,819,921.10 89,727,504.00
Corporate lending and payment on behalf ETERRRAK 46,344,186.61 38,206,193.71
Employee advance HERE 45,557,451.03 48,282,891.96
Tax refund receivable FEMGR TR 38,191,631.63 2,872,682.77
Deposit e 11,613,258.47 47,270,403.16
Value-added tax paid in advance BRI ER 8,450,903.05 2,850,782.33
Transfer of fund R ED 7,127,792.90 5,481,409.71
Consideration receivable for asset transfer TEWE EEREE TR - 62,485,999.58
Others EHih 629,032,778.57 575,446,938.96

906,137,923.36 872,624,806.18

As at 31 December 2017, the top 5 other receivables are presented MW2017F128318 - EthERZ &5

as follows: AIRBMT ¢
Percentage of
total other Closing balance
receivables of bad debt
Closing balance (%) Nature provision
L E A
L EN S
BETE RRER
FREARH EEB1(%) FRERH
First place 119,819,921.10 13.22 Commission Within 1 year -
F—% receivable 1E R
FEWwAE
Second place 34,443,385.29 3.80 Tax refund Within 1 year -
E-% receivable 1FR
PEWGE B
Third place 34,041,434.90 3.76 Others 1to 2 years -
E=% Hit 1228
Fourth place 19,568,168.40 2.16 Others Within 1 year -
ESpUE Hith 1F R
Fifth place 18,694,310.80 2.06 Others Within 1 year -
e Hity 1B
226,567,220.49 25.00 -

198

WEICHATI POWER Co., LTD. M4 NBRMNBERLAD



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
8.

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

h - SHEIBHRRERIREFEGE)

Other receivables (Continued) 8. EHfbtEWF(GE)
As at 31 December 2016, the top 5 other receivables are presented R2016F12A310 » REKHKEH
as follows: AIRABIT :
Percentage of
total other Closing balance
receivables of bad debt
Closing balance (%) Nature Age provision
(=gl
FEW TR ERER
AETEEY AR
FRERE L1 %) = AREQ FREREE
First place 89,727,504.00 10.28 Commission  Within 1 year -
£—4 receivable 1F LA
FEWR®
Second place 21,920,400.00 2.51 Consideration for Over 3 years -
BEZH asset transfer 3FUE
BEMEER
Third place 19,063,441.20 2.18 Others  Within 1 year -
F=F EAfh 1FLAA
Fourth place 16,615,663.20 1.90 Others  Within 1 year -
s EAh 1F AR
Fifth place 12,627,423.78 1.45 Corporate lending  Within 2 years 10,101,939.04
FRE and payment and
on behalf 410 5 years
REEER 2F AR
KA K 4-5%F
159,954,432.18 18.32 10,101,939.04

As at 31 December 2017, other receivables were not pledged for
securing bank borrowings of the Group (31 December 2016: Nil).

R2017€12 8318 -
Wk B R EUERITIE (20164
12A318 - ®\&) -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTEsS To KEY ITEMS oF CONSOLIDATED T - SHUBFREZEZREFE(E)
FINANCIAL STATEMENTS (CONTINUED)
9. Inventories 9. FE
2017 2016
0175 20165
Gross carrying Provision for Carrying Gross carrying Provision for Carying
amount  dedline in value amount amount decline in value amount
FESE HEER KEEE e HERE SEEE
Goods in transit EENE 546,084,730.37 - 546,084,730.37 366,189,377.40 - 366,189,377.40
Raw materials Rt 279937640477 (100,413,694.74)  2,698,962,710.03  2,23628438823  (89,083,92056)  2,147,200,467.67
Finished goods EfG 12,826,266,436.98  (535,367,439.39) 12,290,898,997.59  10,275,888,770.07  (399,709,065.68)  9,876,179,704.39
OEM materials ZEMTHHE 198,682,585.73 (2,228,686.48) 196,453,899.25 83,339,736.38 (679,124.35) 82,660,612.03
Self-made semi-finished goods ~ EE KR REER 2,598,462,747.11 (81,459,284.93)  2,517,003,462.18  2,259,007,697.65 (64,180,637.89)  2,194,827,059.76
and work in progress
Turnover materials R 122252197362 (115,236,770.67)  1,107,291,202.95  1,064,668881.23 (74,567,106.81) 990,101,774.42
Second-hand vehicles S 553,295,796.60 (59,168,335.30)  494,127,46130  471,608,920.62 (38,111,090.22)  433,497,83040
20,744,696,675.18  (893,874,211.51) 19,850,822,463.67  16,756,987,771.58 (666,330,945.51)  16,090,656,826.07
The changes in provision for decline in value are as follows: FEBREEEZHNT
2017 20174
Decrease during the year
REFD
Adjustment of

Opening Charge exchange Closing
balance  during the year Reversal Write-off differences balance
E6E REHR L [e] By EiZERR ERGE
Raw materials At 89,083,92056 4366559577 (17,710,35065)  (17,563,608.52) 2938,13758  100,413,694.74
Finished goods Ef& 399,709,065.68  455,349,455.05 (30,414,230.91)  (292,355,224.31) 307837388 535,367,439.39
OEM material REMTHH 679,124.35 10,265.04 (515,460.54) - 2,054,757.63 2,228,686.48

Selt-made semi-inshed goods ~~ EEERRREER
and work in progress 64,180,637.89 22,705,341.20 (4,912,082.27) (1,283,189.79) 768,577.90 81,459,284.93
Tumover materials FEHH 74,567,106.81 63,134,090.01 (26,354,154.58) (1,809,699.71) 5699,428.14  115,236,770.67
Second-hand vehicles —F8 38,111,090.22 31,341,604.31 (13,122,209.22) - 2,837,849.99 59,168,335.30
666,330,945.51 616,206,351.38 (93,028,488.17)  (313,011,722.33) 17,3717,125.12 893,874,211.51
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

9.

10.

Inventories (Continued)

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

9. FE#E)

The changes in provision for decline in value are as follows: (Continued) FEREEESBNT - (B)
2016 2016%F
Decrease during the year
RERD
Adjustment of
Opening Charge exchange Closing
balance during the year Reversal Write-off differences balance
EfisE TEAHE [ £l EREEE EXBE
Raw materials At 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 Eq 295154249.44  342,796,317.84 (14396,855.83)  (225,259,700.72) 141505495 399,709,065.68
OFM materials ERENIiH 61,989.08 768,476.16 (224,362.69) (904.07) 7392581 679,124.35
Self made semi-finished goods ~ EEERRREER
and work in progress 23212,973.00 44351,759.65 (2,939,526.69) (876,279.69) 431,711.62 64,180,637.89
Turnover materials FEtE 26,19,25133 60,039,319.63 (10,935,953.35) (757,735.82) 25,225.02 74,567,106.81
Second-hand vehicles —FE 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

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

AEBRBRARRA B#RFENE
TR ERERE - WEARURC
FEEENTZERIHELRE ERE
AHEMTFEREEFENEEASD -

AEFERBEEFENEEREKR
TSI R IR R ER

10. —FRFBPFERBEE
2017 2016
20175 20164

Finance lease receivables

BEMEE YK

1,778,971,213.80  1,463,427,824.40

As at 31 December 2017, none of the Group’s non-current assets

due within one year was pledged to secure its bank borrowings (31

December 2016: Nil).

R2017F12A318 - AEBE—FR
BIER IR e B E L AR ISR
B (2016F12 8318 : #) -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

Bt 5 4R R Bl 5E (78)

2017 12A31H(AE%T)

V. NoTeEs 1o KEY ITEMS OF CoNsOLIDATED hHh - SHUBEHREZIAEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
11. Other current assets 1. HiRBEE
2017 2016
201745 20164F
Prepaid expenses FHER 317,226,252.50 366,777,040.19
Input tax credit to be deducted EEEETRE 976,689,410.88 623,864,541.99
Principal-protected fixed income RANEE Yz B IR B 7 S
wealth management products 900,000,000.00 -
Principal-protected variable income wealth RAF BB IR I E mm
management products 1,465,000,000.00 760,000,000.00
Prepaid corporate income tax B XS/ 112,464,979.01 262,293,652.66
Others Hi 21,395,856.35 54,802,044.28
3,792,776,498.74  2,067,737,279.12
12. Available-for-sale financial assets 12. AIftHEESRERE
2017 2016
017% 20165
Gross carrying Provision for Gross carrying Provision for
amount impairment  Carrying amount amount impairment Carrying amount
IREAE HEER REEE BHRE AR BREE
Available-for-sale equity  ATHERRTA
instruments
At fair value BERrEERE 319,262,446.10 - 319,262,446.10 250,553,821.20 - 250,553,821.20
At cost R E 404,076,700.21  (128,491,930.00) 275,584,770.21 376,322,458.91  (128,491,930.00) 247,830,528.91
723,339,146.31  (128,491,930.00) 594,847,216.31 626,876,280.11  (128,491,930.00) 498,384,350.11
202 WeIcHAI POWER CO., LTD. M4EhNBRMNERALT



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TO0 KEY ITEMS OF CONSOLIDATED 1 BHIEBEHRETEZIEEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)

12. Available-for-sale financial assets (Continued) 12. OJEHESHEE(E)
Available-for-sale financial assets at fair value: NARBEAENAIHEESSMEE
2017 2016
20175 2016%F
Cost of equity instruments R T ARKA 220,938,445.40 197,422,120.40
Fair value NRBE 319,262,446.10 250,553,821.20
Fair value changes accrued to other REtat AR fthAR S Ham By
comprehensive income N fﬂﬁ a7 97,267,793.70 53,200,000.00
Adjustment of exchange differences B 5, = REAH 1,056,207.00 (68,299.20)
Impairment provided for EaH R E - -
Available-for-sale financial assets at cost: MK AFTEMNAHEESREE
2017 20174
(Gross carrying amount Provision for impairment
BASE 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 (%) REES
E88 KRN KERY  EXEEER ERUE 5068 KRN KERD ERGE Bt A
Foton Heanyduty Machinery — ERERERRG 3863087688 - - - 3863087688 140850000 - - 140850000 559 -
(o, ltd. BRAA
i vestment and Guarantee ER 5,135,800.00 - - - 51380000 513580000 - - 513580000 500 -
(o, Ltd. (Note) BREFA)
Huarong Xiangjiang Bank ERRTHT 20,000,00000 - - - 2000000000 - - - - 032 200000000
Corporation Limited
Chin National Machineryand -~ P ELEHRESE 879,605.00 - - - 879,605.00 879,605.00 - - 879,605.00 0.66 -

Equipment Hanan Corp, Ltd. ~~ ROERAT
Thuzhou Gear Share Co,, Ltd HiEEROERAT  1,680,00000 - - - 1,680,000.00 - - - - 25 -

Easter Lfe nsurance Co, Ltd. — RAABRRERAT 6000000000 - - - 6000000000  60,000,00000 - - 60,000,00000 750 -

New Century inance Leasing ¥4 B E 61,068,025.00 - - - 6108802500 61,068,025.00 - - 61,068,025.00 12 -

(o, Ltd BRAF

XAMENFENGTAIBUS &COACH  EFTRZERHEE  24999,800.00 - - - 2499980000 - - - - 1547 -

INTERNATIONAL CO,, LTD REARAA

Vangzhou Suken Yinhe Auto - AEEETER 15639403 - - - 15639093 - - - - 1500 -

Connecting Rod Co, Ltd.

Others it 16236440280 4906604400 (3164183820 1033003550  190,118,644.10 - - - - 18,394,992.00
7632245891 49,066,04400  (3164183820) 1033003550 40407670021  128,491,930.00 - - 12849193000 2039499200
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B IS IR R BT (48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)

V. NoTES 7o KEY ITEMS oF CONSOLIDATED - BHIFREEEBIEEFEGE)
FINANCIAL STATEMENTS (CONTINUED)

. . . . = =
12. Available-for-sale financial assets (Continued) 12. AIHEESREE(E)
Available-for-sale financial assets at cost: (Continued) UK AFGTENA]HEESREE
(%)
2016 20164
(Gross carrying amount Provsion for impaiment
FRRE B
Percentage Cash
Increase Decrease Adjustment Increase Decrease of dhidend 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 halance (%) FERS
EMRE KN FERD EXZERE ERBE EBE KEEN KD FRBE fiAi g
Foton Heavy-duty Machinery EREHRARA 38,630,876.88 - - - 38,630,876.88 1408500.00 - - 1,408,500.00 6.14 -
(o, Lt BRAF
Xinjle Investment and Guarantee BRREER 5,135,800.00 - - - 5,135,800.00 - 5,135,800.00 - 5,135,800.00 2500 -
(o, L. (ot ERERLA()
Huatong Yingjing Bk RIS 2000000000 - - - 2000000000 - - - - 032 200000000
Corporation Limited
Ching National Machinery and et GE G 879,605.00 - - - 879,605.00 879,605.00 - - 879,605.00 0.66 -
Equipment Hainan Corp, Ltd. RiERAT
Thuzhou Gear Shae Co, Lid. RNEEROERAT 168000000 - - - 168000000 - - - - 15 -
Eastern Lfe Insurance Co,, Ltd. RIABRBARLA 60,000,000 - - - 60,000,000.00 60,000,000.00 - - 60,000,000.00 750 -
New Century Finance Leasing FteeREg 61,068,025.00 - - - 61,068,025.00 61,068,025.00 - - 61,068,025.00 nn -
(o, Ltd. ERAT
XIAMEN FENGTAI BUS & COACH ERERERHLR 24,999,800.00 - - - 24,999,800.00 - - - - 1547 -
INTERNATIONAL O, LTD HEARAR
Yangzhou Suken Yinhe Auto BHEEETET 1563,94923 - - - 1563,949.3 - - - - 15.00 -
Connecting Rod Co, Ltd. ERAR
Others -] 300,864,860.80 54921000 (144,742,464.80) 5692,79.80  162,364,402.80 - - - - 19379,11845
51482291691 54921000 (144,742,464.80) 56927980 37632245891 123,356,130.00 5,135,800.00 - 12849193000 21379,11845
Note: The Group has no board seats in Xinjie Investment and Guarantee Co., it AEEGEEEREERERE T AR
Ltd., as such the Group has no significant influence over that investee. BEEE - NEEHZHRE B
BAZE -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
13. Long-term receivables

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

13. RHIEWR

2017 2016
W7 016F

Gross carrying Provision for Carrying Gross carrying Provision for Carrying

amount impairment amount amount impairment amount

WS AEER HERE BRSNS WEEE ERER

Finance lease receivables HERERA 6,832,973,457.20 - 683297345720 5,345,253,006.00 - 5,345,253,006.00

Other long-term receivables EtREEL 143,811,993.60 - 14381199360 14791155240 - 14791155240

6,976,785,450.80 - 6,976,785450.80  5,493,164,558.40 - 5493,164,558.40

Less: Finance lease receivables i - 7B E—F 1,718,971,213.80 - 77897121380 1,463,427,824.40 - 14634278440
dlassified as due within Hmaa
one year &R

5,197,814,237.00 - 5197,814237.00  4,029,736,734.00 - 4,029,736,734.00

The discount rate ranged from 0% to 15%.

As at 31 December 2017, among the finance lease receivables,
unrealized finance income amounted to RMB674,563,451.10 (31
December 2016: RMB557,698,816.80).

AT KR M A0%-15% °

R2017%F 128318 - pEHEE
KR AREERERZRARE
674,563,451.10 7T ( 2016 & 12 A 31
B : AR#¥557,698,816.807T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTeES T0 KEY ITEMS OF CONSOLIDATED 1 BHEBEHRETEZIEEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
14. Long-term equity investments 14. RERERE
2017 20174

Change during the year
4525

Gains and losses

on investment

under equity Other
Opening Increase in Decrease in method Other comprehensive Dedlarationof  Closing carrying ~ Closing provision
balance investment investment i equity changes income cash dividend amount for impairment
25 BngE HORE AftRE%E Aftaks 2R ERBARE
Jointy-controled enterpises AR
Xi'an FC nteligence Transmission AREHBREDRRAA 129,176924.53 - - (22,932,880.58) - - - 106,244,043.95 -
Co, Lt (Note 1) #)
Assocates Baiz
Shanzhong Finance Leasing Co, Lt LEHEREARAA 407,713,378.98 35,217,391.30 - 18,092,293.59 - - - 441,023,06387 -
Shandong Heavy Industry Group IRETSEEBARAT 267,764,440.23 648,207,280.00 - 46,394,874 - - - 962,366,597.64 -

Finance Co, Ltd.

Chongging Yunyang Automobie Manufacturing - 75,502,871.68 - (1,192,489.41) - - - 7431038227 -
Company Limited (Note 2)
Other associates which are not individualy significant 2 740,316,048.11 218,818,145.12 - 44,054,290.46 - 230397846 (50,500,634.40)  1,034,991827.75 (4,804,091.33)
1,544,970,791.85  1,037,745,688.10 - 84,416,09147 - 22,303,978.46 (50,500,634.40)  2,638,935,915.48 (4,844,091.33)
2016 2016%F
Change during the year
s3]

(Gains and losses
on investment

under equity Other
Opening Increase in Decrease in method Other comprehensive Dedlaration of Closing carying Closing provision
balance investment investment BRET equity changes income aash diidend amount for impairment
EE EnRE HORA 8 AfEnR alis SERRA FREAER ERREER
Jointly-controlled enterprises
Xian FC Inteligence Transmission 158,050,798.96 - - (2887387443 - - - 12917692453 -
(o, Ltd. (Note 1)
Asociates WEtE
Shanzhong Finance Leasing Co, Ltd. I ERERERRAA 391,030,42838 - - 16,68295060 - - - 40711337898 -
Shandong Heavy Industry Group IRET£EEKARLA 137,468,864.87 - - 30,95,575.36 - - - 26776444023 -
finance Co, Ltd.
Other associates which are notindvidually - EEFEAHEMEELE 660,600,073.97 76.922,551.80 (25,793,919.73) 69,146,305.78 - 17,013 548.94 (57,572,512.65) 740,316,048.11 (4,844,091.33)
significant
1,447,150,166.18 76.922,551.80 (25,793,919.73) 8125095731 - 17,013 548,94 (5757251265 1,544,970,791.85 (4,844,091.33)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
14. Long-term equity investments (Continued)

Note 1:

Note 2:

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.

In October 2017, Chongging Yunyang Automotive Manufacturing
Company Limited (“Chongqing Yunyang”) was established with
the joint investment from Chongqing Automotive and Yunyang
Renhe Investment and Development Company Limited, Chongqing
Kuayue Agricultural Machinery Manufacturing Company Limited and
Chongqing Kuayue Special Vehicles Manufacturing Company Limited.
Among the capital contribution, RMB75,503 thousand or 35.03% of
registered capital was contributed by Chongqing Automotive by way
of both physical assets and intangible assets;, RMB43,113 thousand
or 20% of registered capital was contributed by Renhe Investment
and Development, RMB83,808 thousand or 38.88% of registered
capital was contributed by Chongqing Kuayue Agricultural Machinery
Manufacturing Company Limited; and RMB13,142 thousand or 6.09%
of registered capital was contributed by Chongqing Kuayue Special
Vehicles Manufacturing Company Limited.

Provision for impairment of long-term equity investments is
presented as follows:

2017

Opening
balance
EARE

Increase
during the year
RERM

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

14. RERERE(A)

i

2

REFHEALE ST EBERAA]
51%R#E + SO R R BB % T
HEBERFRETAR([1BEERE])
F+Ew e (HE)IREFR AR ([
wE]) - BRIESFIAB4%F45% - EF
BHEEEFH - AP =FEHAEE
ZF  —BHEBERZTT I =5
HBFEREZET - IRIEAFIZEFAE -

EFOHRBTEEF DR BNEEAS
HFREER AL EFEEEE
BAFBRAERSE1LE -

20174F10H + EETEMELFAHM
REFFERAG] - BEEEHELHE
HEERAAMEEE MBS
BRAGIEFHEEEEEZG TE
BiEBRAR([EEZRG]) AP EE
JTEHEANRET5503F T 0 UEY
BEMHEFEELE  HEEGTME
AHI35.03% « A MK EFEHHAAR
M43, 113F T - i MMEAR20% + &
EEHAERRE T EARKS3,808F
TT 14 38.88% M A FEEE 1 BN
RH#13,142F 7T * 151£6.09%

REBEREREERNBR

20174

Decrease

during the year
KERD

Adjustment of
exchange Closing
balance

EREGR

differences
EREERE

Zhuzhou Auto Trading Market FHTER SIS (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)
2016 20164
Adjustment of

Opening Increase Decrease exchange Closing

balance  during the year  during the year differences balance

EOHE AEEN RS EREERE ERHE

Zhuzhou Auto Trading Market VDRER 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)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHUBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

15. Investment property 15.

REMEME

Subsequent measure under the cost model:

RAKAEETRERE

2017 20174
Houses and
buildings Land use rights
EEREEY =+ tthfFE FARE
Gross carrying amount RE
Opening balance FUIREE 733,197,517.53 62,341,667.04 795,539,184.57
Transfer from construction HEEIREA

in progress 7,665,755.07 - 7,665,755.07
Transfer from fixed assets BETEEEA 256,862.25 - 256,862.25
Transfer to fixed assets EREEEEE (18,024,804.32) - (18,024,804.32)
Closing balance FREREE 723,095,330.53 62,341,667.04 785,436,997.57

Less: Accumulated
depreciation and
amortization

W REHTEN S

Opening balance FHERTE 180,745,184.75 6,677,407.00 187,422,591.75

Provision B 33,566,778.04 1,292,183.39 34,858,961.43

Transfer to fixed assets HHERTEE (6,055,082.42) - (6,055,082.42)

Closing balance FARERTE 208,256,880.37 7,969,590.39 216,226,470.76
Carrying amount IRHEEE

At year end ER 514,838,450.16 54,372,076.65 569,210,526.81

At year beginning F) 552,452,332.78 55,664,260.04 608,116,592.82
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)

FINANCIAL STATEMENTS (CONTINUED)

15. Investment property (Continued) 15. REMEME (&)
Subsequent measure under the cost model: (Continued) RAKAEEITRENSE - (B)
2016 20164
Houses and
buildings Land use rights Total
BB R Tt {sh A A&t
Gross carrying amount RE
Opening balance FUIREE 695,589,346.33 46,257,447.37 741,846,793.70
Directly acquired BEEEA 4,672,434.77 16,084,219.67 20,756,654.44
Transfer from construction
in progress R ITREA 49,454,537 .11 - 49,454,537.11
Transfer to fixed assets BHEETEE (16,518,800.68) - (16,518,800.68)
Closing balance FREREE 733,197,517.53 62,341,667.04 795,539,184.57
Less: Accumulated B REHITEME#Y
depreciation and
amortization
Opening balance FAEREE 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
Transfer to fixed assets EBHERTEE (8,453,380.00) - (8,453,380.00)
Closing balance FARERTE 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 F9) 547,105,899.10 41,784,943.42 588,890,842.52

As at 31 December 2017, investment properties for which the
Group had not obtained real estate certificates had a carrying
amount of RMB16,042,210.35, for which the Group was in the
process of applying for real estate certificates (31 December 2016:
RMB16,874,748.27).

R20176F12A318 » KEBHKES
B EFNEEERNERAEES
ANER#516,042,210.357T © HFEHE
HEEBRET (20165128318 : A
R#16,874,748.277C) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTeES T0 KEY ITEMS OF CONSOLIDATED h - BHIEBEHRETEZDIEEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
16. Fixed assets 16. EEEE
2017 20174

Forkift trucks Forklift trucks
and equipment  and equipment

Housesand ~ Machinery and Electronic leased out leased out
buildings equipment equipment Vehicles (long-term) (short-term) Others
LN ke
BEREEN BERE TRE EaRe RRE(RE) R (EH) it
(Gross carrying amount FE
Opering balance L) 11970,692,560.82  16,909,302,759.76  1,215,459,453.91 40599,127.49  3972,096,113.21 576613995246  2,152,990,305.28  42,392,677,272.93
Addition BE 141,543,736.53 278,643,822.86 26,869,723.49 16,175999.81  2,497,225,08480  2,652,229,525.19 53121445377 6,143,902,346.45
Transfer from HRIREA
construction-in-progress 469,768,892.58  721,744,162.78 82,503,851.76 13471,970.12 - - 4330835353 1,330,887,231.37
Increase aising from acquisiton of R AFEM
subsidiaries 10,996,737.04 10,420,162.63 - - 3,472,014.00 3,853,554.00 5.265,252.00 34,007,719.67
Transfer from investment property REREMESA 18,024,804.32 - - - - - - 180480432
Disposels or retrements REYHE (103,665,253.02)  (525,929,825.44) (19,826,617.52) (30,789,817.92)  (1335,351,846.00)  (1,516,873316.40)  (232,174,76045)  (3,764,611,436.75)
Transfer to investment property BARERERE (256,862.25) - - - - - - (256,862.25)
Adjustment for exchange differences EizEas 163221,550.14  102073,737.17 (158,712.38) (19180538)  273277,14025 224,798,419 107384538 792,004,205.67
Closing balance EReE 12,670326,175.16  17,496,254,819.76  1,304,847,699.26 40466247472 541071850626  7,130,148,156.74  2,529,767,449.51  46,946,725,281.41
Less: Accumulated depreciation W BihE
Opening balance FBE 2,411,881,195.60  9,506,867,000.02 916,550,609.71 3342143182 831,005,088.41  1,511,254,405.97 941,889,482.10  16,442,875,219.63
Provision it 571,456,983.65  1,480,044,591.82 134,313,820.88 2,170,015.13 886,576,867.20  1,468,349,059.20 485,152,792.01  5,053,064,130.49
Increase arising from acoisttion of BT AFEN
subsidiaries - - - - - - - -
Transfer from investment property REMEIHEEA 6,055,082.42 - - - - - - 6,055,08242
Disposals or retirernents REIHE (1471871282 (418,.261,977.02) (14,846,621.11) (28311,60240)  (444,868,009.20)  (929,065,161.60)  (214,964,232.49)  (2,125,036,322.64)
Adjustment for exchange differences EiEEER (6,957,190.84) 37,038,600.93 (34595.23) (114218.79) 60,990,717.85 (1,080,937.62) (2,735,044.74) 87,107,331.56
Closing balance EXpE 2,907,717,358.01  10,605,688,215.75  1,035,983,208.25 32217163236 133370466426  2,049,457,365.95  1,209,342,996.88  19,464,005,441.46
Less: Provsion for impairment W RBEE
Opening balance FBE 1.850,543.45 151417,045.50 144,649.06 58,339.59 - - 375,366.68 153,845,944.28
Provision iR 194,174,853.58 128,284,866.38 7,033,531.99 - - - 1436,339.68 330,929,591.63
Disposals or retirements REHE - (70,053,804.59) (128,825.13) - - - (5,704.14) (70,188,333.86)
Adjustment for exchange differences EizEag 4998237 606,852.22 - - - - 1,773.15 668,607.74
(Closing balance FREE 196,075,379.40 210,254,959.51 7,049,355.92 58,339.59 - - 1817,715.31 415,255,809.79
Carying amount FEEE
At year end Ex 9,566,533,437.75  6,680,311,644.50 261,815,135.09 8243250277 4,077,01384200  5,080690,790.79  1318,606,677.26  27,067,404,030.16
At year beginning £ 9,556,960,821.77  7,251,018,714.24 298,764,195.14 8251035008  3,141,001,02480  4,254885,546.49  1,210,725456.50  25,795,956,109.02
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

16.

Fixed assets (Continued)
2016

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

16. EEEEE)
20164

Forkift trucks Forkift trucks
and equipment and equipment

Houses and Machinery and Electronic leased out leased out
buldings equipment equipment Vehicles (long-term) (short-term) Others Total
ity fEht iy
RERESN BRRE TiE itk RRE(RE) Rik(RH) it i
(6r0ss carrying amount &
Opening balance EfgE 10,687,124,14200  15,708,729,83589  1,033,223,33551 40237061550 2,636,668557.60 469641221280  1,647,730,127.10  36,812,258826.40
Addition BE 174,386,500.53 248,762,208.38 32,436,616.12 917310055 2,094,181,776.40  2,122,491,611.60 291,660,561 4,973,092,369.69
Transfer from ERIREA
construction-in-progress 527,117546.32 829,836,521.83 160,813,236.48 14,482,554.82 - - 88,936,014.70  1,621,185,874.15
Increase arising from acquisition of BTN
subsidiaries 504,584,856.80 325,725,466.80 N - 54,518,246.00 44,822,858.80 262,009,784.00  1,191,661,212.40
Transfer from Investment property REREREEN 16,518,800.68 - - - - - - 16,518.800.68
Decrease upon disposal of subsidiaries REUHE (44,726,132.74)  (248,511,585.83) (11,622,23.61) (2044861547)  (983,247,13054)  (1,111,903751.86)  (176472,539.75)  (2,596,931,979.80)
Adjustment for exchange differences Eizga% 105,686,847.23 44,760,312.69 608,489.41 41847209 169,974,663.75 14317,001.12 39,126,363.12 374,892,169.41
(Closing balance EREE 11970692,560.82 1690930275976 1,215459,45391 40599,12749  3972,006,11321 576613995246 2,152,990,305.28  42,392,677,272.93
Less: Accumulated deprecition B EinE
Opening balance iy 192667285295 8,222,12188746 752,153,695.38 302,677,976.06 264,083,344.00 682,446,135.84 T13,690,245.25  12,923,846,136.94
Provision iR 489,063,782.08  1,431,469,131.08 174,45%,181.38 38,613,964.22 689,92492480  1,344,548,095.36 32120505503 4,489,341,133.95
Transfer from Investment property REMEHEEL 845338000 - - - - - - 845338000
Disposals or retirerents RELHE (32,37645361)  (163,959,805.68) (10,444,839.61) (18,066,119.26)  (236,160.428.94)  (433263261.86)  (160,027,68389)  (1,054,298,592.85)
Adjustment for exchange differences BEREERE 20,067,634.18 17,235,781.16 385,572.56 201,616.80 113,157,485 (82,476,563.37) 6,961,865.71 75,533,161.59
Closing balance ERBE 2,411,881,19560  9,506,867,000.02 916,550,609.71 3342743182 831,005,08841  1,511,254,40597 941,889,482.10  16,442,875,219.63
Less: Provision for impairment B HEEE
Opening balance FYBE 1,850543.45 148965,921.91 144,649.06 58,339.59 - - 37545483 151,394,908.84
Provision i - 4,555,003.9% - - - - - 4,555,003.%
Disposals or retirements REIHE - 2,103,88037) - - - - (88.15) 2,103,968.52)
(Closing balance FRUE 1,850543.45 15141704550 144,649.06 58,339.59 - - 375,366.68 153,845,944.28
Carying amount HARE
At year end 53 9,556,960821.77  7,251,018,714.24 298,764,195.14 8251035008 3,141,001,02480 425488554649 1210,725456.50  25,795,956,109.02
At year beginning £ 8,758,600,745.60  7,337,642,026.52 280,924991.07 9963429985 237258521360 4,013966,076.96 873,664427.02  23,737,017,780.62
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

B ISR RMEE(EE)
2017 12A31H(AE%T)

V. NoTeEs To KEY ITEMS oF CONSOLIDATED +hH SHUBHREZEIZIREZEE)
FINANCIAL STATEMENTS (CONTINUED) .
16. Fixed assets (Continued) 16. EE%(”\E)\
Fixed assets which are temporarily idle are presented as follows: ERNENBEEENT :
2017 20174
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE RIHE REEE REEE
Houses and buildings FEEEY 377,994,957.48  (66,336,182.93)  (126,729,546.42)  184,929,228.13
Machinery and equipment B 268,769,786.39  (174,520,361.99)  (25,474,315.01)  68,775,109.39
Electronic equipment ERaa 31,128,096.50  (24,481,074.37) (1,583,571.77) 5,063,450.36
Vehicles EHRE 3,523,809.69 (2,441,616.74) (95,604.70) 986,588.25
681,416,650.06  (267,779,236.03)  (153,883,037.90)  259,754,376.13
2016 2016%F
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE ZEIE RIEERE FHEE
Machinery and equipment AR 6,019,128.29 (5,055,445.40) - 963,632.89
6,019,128.29 (5,055,445.40) - 963,682.89
Fixed assets leased in under finance lease are presented as follows: BMEMABEEENAT
2017 20174
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE LR HEER REEE
Houses and buildings REEEY) 34,915,292.50  (21,120,826.10) - 13,794,466.40
Machinery and equipment HERRE 68,262,322.70  (23,040,191.90) - 45,222,130.80
Electronic equipment BYRE 225,853,178.10 (55,755,235.80) - 170,097,942.30
Forklift trucks and equipment leased ~ MM RE R E(RY) 4,357,443,567.58 (1,074,079,681.58) - 3,283,363,886.00
out (long-term)
Forklift trucks and equipment leased ~ FAIHA X E K& E(RE) 5238,393,336.89 (1,318,572,432.99) - 3,919,820,903.90
out (short-term)
9,924,867,697.77 (2,492,568,368.37) - 7,432,299,329.40
2016 2016%F
Gross Accumulated Provision for Carrying
carrying amount depreciation impairment amount
RE REHTE HEEE EE
Houses and buildings REEEY 31,536,148.80 (16,294,164.00) - 15,241,984.80
Machinery and equipment A 64,080,636.00  (13,254,535.20) - 50,826,100.80
Electronic equipment ER 133,729,053.60 (58,929,342. OO} - 74,799,711.60
Forklift trucks and equipment leased ~ M N EREE(RH) 3,395314,930.12  (710,336,281.72) - 2,684,978,648.40
out (long-term)
Forklift trucks and equipment leased iR ERRE(EH) 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
212  WercHAI Power Co., LTD. MEENMMHBERASE



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTEsS To KEY ITEMS oF CONSOLIDATED T - - SHUFEREZEZREFE(E)
FINANCIAL STATEMENTS (CONTINUED)
16. Fixed assets (Continued)
Fixed assets leased out under operating lease are presented as

16. EEEEE)
AR ETAEFEREENT

follows:
2017 2016
20175 2016%F
Electronic equipment BFEE 119,023.30 536,355.42
Machinery and equipment SR 5,822,311.21 16,285,194.54
Vehicles B 2,449.49 230,256.58
Forklift trucks and equipment leased out T X E K& (R
(long-term) 4,075,250,522.20 3,141,091,024.80
Forklift trucks and equipment leased out M H A X R (e E)
(short-term) 5,082,449,429.20 4,254,885,546.49

As at 31 December 2017, the fixed assets for which the
Group had not obtained real estate certificates had a carrying
amount of RMB1,742,360,572.97 (31 December 2016:
RMB1,931,155,206.13).

As at 31 December 2017, fixed assets with a carrying amount of
RMB582,039,959.05 (31 December 2016: RMB536,076,525.54)
were pledged for securing bank borrowings of the Group, among
which the pledge over fixed assets with a carrying amount of
RMB531,741,932.40 had yet to be registered. Fixed assets with
a carrying amount of RMB143,016,159.00 (31 December 2016:
RMB133,933,644.00 was used to provide guarantee to the
obligations under the staff retirement benefit.

In 2017, in view of the existence of idle fixed assets and the fact
that the recoverable amounts of some fixed assets were lower than
their carrying amount, provision for impairment in the amount of
RMB330,929,591.63 was made for the year.

R20179F12A318 » KEEHRES
BHEFNETEEREEEAAR
#1,742,360,572.97 7t (2016 £ 12 A
318 : AR¥1,931,155,206.137C) °

R2017F12A318  AEEEERE
& & AR #582,039,959.05 7T (2016
F12A318 : AR¥536,076,525.54
JC) K [E E B E AR K IR EE IR 1T
B Ef  FEEAEBEAARE
531,741,932 40T EFE B E » ik
MEEAERL - AEEHEREER
AR #143,016,159.00 7T (2016 612
A318 : ARK#133,933,644.007T) &Y
ETEEARYBETRAEH THE
TEIRMER -

017 FHERTFEREMETEE - X
N EB B E & B R A Y B R ER
EEE B AFTIRREEEAR
#330,929,591.637T °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

17. Construction in progress 17. BEIR

214

217 2016
WITE 0165
Gross Provision for Carrying (ross Provision for Carying
carrying amount impairment ENGITL Carnying amount impairment amount
RasE AEER RafE FESE HEER FEEAE
FAST transmission technology renovation T EB AR
project 65,742,428.57 - 65,742,428.57 131,661,689.22 - 131,661,689.22
Construction of Yulin new factory area BRRERR 75,267,638.12 (42,097,845.65) 33,169,792.47 75,818330.21 (24,000,000.00) 51,878,330.21
HD assembiing and welding line technology ~ HDE B A& R
renovation project 30,450,000.00 - 30,450,000.00 - - -
Phase llof new base of Shaanii Zhonggi A&} TH A= 24,079,281.05 - 24,079,281.05 25,567,45.43 - 25,567,245.43
Project of global accessories distribution 4B 2 I
centre of Weichai Power hLER 20,994,090.11 - 20,994,090.11 154,066,700.50 - 154,066,700.50
Phase | project of diesel engines of WP~ 580 /WPOZFSci
series of Weichai Power —HEE 9,603,935.76 - 9,603,935.76 70,022,692.70 - 70,022,692.10
Weichai Poveer Tsting Centre EENERRL 8,251,014.42 - 825101442 3061056383 - 3061056383
Thuzhou Gear technology renovation project 1\t firiva R 8,086,786.19 - 8,086,786.19 15,909,185.38 - 15,909,185.38
Fast manufacturing project vl 6,905,677.59 - 6,905,677.59 - - -
Project of renovation of production tial ~~ H44E AT
chamber n the technology centre of EFENEER
Weichai Power 6,727,111.99 - 6,727,111.99 7,671,220.90 - 7,671,22090
Project of catering services centre of Weichal #5680 1SR L IE
Power 5,541,501.00 - 5,541,501.00 2,888,954.00 - 2,888,954.00
81 items of renovation in respectof net ~ ESFFARER
fived assets at FA line of automotive body A& HlERES1E
factory 5,273,490.66 - 5,273,490.66 - - -
Weichai Power Information Cenre BENER L 1,509,188.00 - 150918800 20322,855.12 - 0M8EN
WeihaiPowerLancking Pase | B gL 10583364 S 03BM 4498076 - 48
Phase Il production ine renovation project of - #248) /%8 5
motor of Weichai Power HEEYERE 857,632.91 - 857,632.91 82,581,715.94 - 82,581,715.94
Project of relocation of the equipment B NEERIREAR
fHEEe 620,000.00 - 620,000.00 11,660,757 74 - 11,660,757.74
Phase Il project of testing centre of Weichal #5680 3%\ = H7E
Power 294,404.45 - 294,404.45 2,806,301.89 - 2,806,301.89
Landking project of Weichai Power HEBNELEE 192,928.12 - 192,928.12 13,071,030.69 - 13,071,030.69
Renovation for the casting project of Weichai 4548 /7i2 08 B 2
Power 154,400.00 - 154,400.00 5496,990.65 - 5,496,990.65
150,000-tonne casting projectin inding 4 S BEISEEEEER
new factory area 113,207.55 - 113,207.55 907,258.00 - 907,258.00
Logistics Park of Weicha Power £ R 2500494 - BOMYM 327161 S ViR
Others Efh 823,144,124.87 (4208,324.83)  818,845,800.04 856,761,087.68 (351993391) 85324115377
Tentative construction equipment TTRRE 169,661,881.06 - 16966188106 154,428,843 - 15442884436
1,264,554,063.80 (46,396,17048)  1,218,157,893.32  1,670,014357.64 (27519.93391)  1,642,494,42373

WEICHAI PowER Co., LTD.

AR NBRMNERAT



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTEs 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
17. Construction in progress (Continued)
Movement in key construction-in-progress in 2017 is presented as

follows:
Increase
Opening during
Budget balance the year
BS 27 AERN
Weichai Power Testing Centre EXINERLL 94231000000 3061056383 12,379,973.50

Project of global accessories distrbution ~ #5&) H & IRE 419,620,00000  154066,70050  17,047,928.69
centre of Weichai Power ARPLER

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

17. EEIRZEE)
BEFRETIR017EEHMT

Fixed asset Actual costs
transferred in Other Closing Sourceof asa percentage
during the year decreases balance funding  of budget (%)
KEEL IREA
BEKE ) ERBE EERE  ARELAC)
(34,502,770.79) (236,752.12) 8,251,014.42 Internal fund 99.77%
BRES
(149,836,900.75) (283,638.33)  20994,09.11  Internal fund 3442%
BRES

Movement in key construction-in-progress 2016 is presented as

EBEETE2016FEFHIT ¢

follows:

Increase Fixed asset Actual costs

Opening during transferred in Other Closing Sourceof  asa percentage

Budget balance theyear  during the year decreases balance funding of budget (%)

IERA

BE EfI8E RN REBAERERE L) ERHE EERE  ERENDICH)

Weichal Power Testing Centre EEEERL 94231000000 28986675320 3437048493 (293,262,674.30) (364,00000) 3061056383 Internal fund 98.46%
B54%

Projectof lobal accessores isrbution - #4023 4962000000 2668120424 1273854%.6 - - 15408670050 Internal fund 30.36%
centre of Weichai Power AHRLEE B54%

New provision for impairment of construction-in-progress in
2017 was made in respect of the construction project of Shaanxi
Zhonggi Yulin new factory area and some construction-in-progress
of Weichai Qingzhou because their recoverable amounts were
lower than carrying amounts. Therefore, a provision for impairment
of RMB19,008,097.79 was made during the year. Since part of
the sparkplug construction-in-progress was abandoned, there was
transfer out of RMB131,861.22 of provision for impairment of
construction-in-progress.

2017 F ISR TR EEERRE
YR IR B SR AR B B RN LE BN B
AERIRE @ FHRREERAIE
BIEAREEE  BUAFTRRE
AR #19,008,097.797C ¢+ NFEE
HoEE I RRESREETRRE
e AR131,861.227T ©
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

216

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
18. Intangible assets

Bt 5 4R R Bl 5E (78)

2017 12A31H(AE%T)

h - SHIBHREEZIREFRE(E)

18. BEE

2017 20174
Increase upon Adjustment of
Opening acquisition of Disposals and exchange Closing
balance Addition Internal R&D subsidiaries retirements differences balance
88 BE rAWE KB FAREM RESHE ENEESE ERHE
Gross carrying amount BERE
Technology know-how AR 1,203,947,761.26 31327285 10,450,741.42 - (113,207.53) 42,852,54450  1,257,451,112.50
Trademark rights ARERE 7,158,387,201.30 - - - - 06205848024 7,60,445681.54
licence 1T 887,268,974.30 90,322,958.02 - 82412640 (124,931,457.60) 2508233563 878,966,936.75
Land use rights THfFRE 1,787,320,511.64 67,326,162.02 - - - 352,79065  1,854999,46431
Orders on hand fFE 212,399,257.63 - - - - 1847235892 290,871,616.55
Customer relationship LS 10,155,067,134.06 4,681,603.99 - - - 6813955250  10,227,888,290.55
Software E:As 33760740433 157,920,259.36 - - (3,963.93) 1069929927 506,222,999.03
Others it 6,944,095,395.61 581,126,667.47 6,058,855.20 - (381,127,936.80)  (106,114,040.00)  7,044,038,941.42
28746,003,640.13  901,690,923.71 16,509,596.62 82412640 (506,176,565.80)  521,943321.65  29,680,885,042.65
Adjustment of
Opening Disposals and exchange Closing
balance Provision retirements differences balance
88 it RESHE ERZERE EXBE
Less: Accumulated amortization B EiEE
Technology know-how EL ] 615,156,122.99 82,575,651.98 - 14,506,146.43 T12,237,92140
Trademark rights HEFRE 22,036,046.54 1,881,118.44 - (659,298.9) 23,257,866.02
Licence Rt 31980474630 193,565,025.20 (14931457600 1504805590 46352636980
Land use rights HiERE 218,164,781.14 36,199,342.60 - 3535,055.66  257,899,179.40
Orders on hand g 95,054,282.74 13,745,541.26 - 675223900 115,552,063.00
Customer relationship ZPER 118286441195 72345781484 - 615909540 19739163220
Software s 131,372,405.35 24,701,838.58 - 2,144,481.18 158,218,725.11
Others 2t 697,961,236.05  1,108,684,410.40 (381,051,628.80) 4,610826.11  1,430,204,843.76
334245403307 2,184,:810,743.30 (505,983,086.40)  113,531,600.72  5,134,813,290.69
Decrease Adjustment of
Opening  Increase during during exchange Closing
balance the year the year differences balance
88 AEEN REHD EXEERE EXGE
Less: Provision for impairment W AEEE
Technology know-how B - - - - -
Trademark rights EERRE - 66,179,333.94 - 920,446.06 67,099,780.00
Licence T - - - - -
Land use rights i - - - - -
Orders on hand EFE 18,179,318.40 - - 123280400 1941212240
Customer relationship ZPEE 150,441,68280  371,696,846.38 - 15,125507.93  546,264,037.11
Software i - - - - -
Others Eff 68,830,949.10 - - 4510,670.90 73,341,620.00
246,451,950.30 431,876,180.32 - 21,789,428.89 706,117,559.51
Net carrying amount REFE
Technology know-how BRI 588,791,638.27 545,213,191.10
Trademark rights HRRRE 7,136,351,154.76 7,530,088,035.52
Licence it 507,424,228.00 415,440,566.95
Land use rights ThERE 1,569,155,730.50 1,597,100,284.91
Orders on hand EFiE 159,165,656.49 155,907,431.15
Customer relationship EFEE 8,812,761,039.30 7,707,707,931.24
Software E:ys 206,234,998.98 348,004,273.92
Others Efp 6,177,303,210.46 5,540,492,477.66
25,157,187,656.76 13,839,954,192.45

WEICHAI PoweRr Co.,
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

18. Intangible assets (Continued) 18. EEEA)
2016 20164
Increase upon Adjustment of
Opening acquition of Disposals and exchange Closing
balance Addiion Intemal RAD subsidiaries Tefirements dfferences balance
EBE B2 NERE  WEFLAEN REIBE  EXEEEE EREg
(Gross carrying amount EERE
Technology knowhow EEH 1,315,258, 86032 29122059 8,616,156.14 300022160 (143199,19862) 1726951588 1,203,947,761.26
Trademark rights EERAE 4470,292,0%.00 - - 2457,736,71840 - DB039838690  7158387,201.30
Licence it 6054814868 143,644,040 - 11046443800 - 61900520 88726897430
Land use rights ihERE 152600769909 270,085,480.53 - - (9,609,798.33) 83713035 1,787,320,511.64
Orders on hand S 269.392,256.45 - - - (27826640) 328526758 272,3%9,25763
Customer relationship EPEE 4,898,06,182.49 219840 - 500844080  (M731417553) 35246872910 10,155,067,134.06
Software bifi 460291904 383191273 - 82673187 - BRIBRNI0 33760740433
Others it 1030,72697766  385,544,687.72 6883094910 462650110320 (1101730503 2415089829  6,944,095,395.1
1499184847733 84052751471 TIAMTA0524 120046364867 (28141874391)  897,25,63809  28746,093,640.13
Adjustment for
Opening Disposals or eichange Closing
belance Provision retirements differences balance
EpE it REARE  ENFEEY EraE
Less: Accumulated amortization W BiEE
Technology knovwehow S5 579,116,751.03  156,807,755.65 (15350683080 458429937 615,156,122.99
Trademark rights FEFRE 19,594,127.24 2210542.13 - mann 22,036,06.54
Licence Rk 19420710240 1741288610 - 1150878270 379,844, 746.30
Land use rights ThiEE 134375378 45,856, 15417 (1,105,12681) - 816478104
Orders on hand LESHH 77231,252.00 20591,707.14 (278 266.40) (2490410000 9505428274
Customer reationship ERRBK To5477.881.60  525,198,538.80 (11731417553 19.502,167.09  1,182,864,411.9
Software gk 89,164483.68 2091381234 - UMp10933 13137240535
Others i 136675603260 461,548,761.20 (1100998223 107467938 697,961,236.05
212488101499 1,407 364,132.63 (255,060,340 65,209,119.48 334245403307
Decrease  Adjusiment for
Opening— Increase during during eichange Closing
balance the year the year differences balance
EBE K5 RER)  EIEEER Frag
Less: Provision for impairment B REEE
Technology knowehow B - - - -
Trademark rights EEERE - - - -
Licence e - - - -
Land use rights HifEE - - - -
Orderson hend EHE - 1821912640 (980800 1817931840
Customer reationship EFREK - 15979081880 (349,136.00)  159,441,682.80
Software gt - - - -
Others it - 6383094910 - 6883094910
- 2680089430 (388,94400)  246,451,95030
Net carrying amount RARE
Technology know-how Er= 736,142,109.9 58879163827
Trademark ights ERRRE 445069796876 7,136,351,15476
Licence Rt 41127438388 50742422800
Land use rights THERE 1,352,593, 945,31 1,569,155,730.50
Orders on hand EFIE 192,161,004.45 159,165,656.49
Customer eltonshp 2FEE 4,142,568 30089 881276103930
Sofware gt 185,478435.36 2062349% %
Others i 1.396,051,314.40 6,177303.21046
12,866,967,462.34 25,157,187,656.76
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NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

18.

WEICHAI PowER Co.,

Intangible assets (Continued)

As at 31 December 2017, intangible assets with carrying amount
of RMB253,010,437.60 (31 December 2016: RMB424,293,347.72)
were pledged to secure bank borrowings of the Group, among
which the pledge over intangible assets with carrying amount of
RMB253,010,437.60 had yet to be registered; intangible assets
with carrying amount of RMB140,815,490.00 (31 December 2016:
Nil) were pledged to secure the general banking facilities in the
total amount of RMB60,000,000.00, to be used as borrowings
as liquid fund or for issuing bank acceptance notes. As at 31
December 2017, facilities in the amount of RMB27,823,000.00 had
been utilized, all of which were used for issuing bank acceptance
notes.

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.

LTp. #XRBNRMERLT

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIBHREEZIREFRE(E)

18.
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A318  &)WEREERBNERET
RER1E £ AR 60,000,000.007T
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

18.

Intangible assets (Continued)

As at 31 December 2017, the intangible assets for which the
Group had not obtained title certificates had a carrying amount of
RMB146,343,370.26, for which the Group was in the process of
applying (31 December 2016: RMB115,011,683.66).

In 2017, in view of the adjustment in management strategy and
the corresponding organizational structure in the segment of
forklift trucks production, warehousing technology and supply
chain solution services, provision for impairment in the amount of
RMB371,696,846.38 was made in respect of the corresponding
customer relationship. Due to the adjustment of the Group’s
strategy, the trademarks acquired through the merger of Egemin
Automation Inc. and Retrotech Inc. and the trademarks acquired
through the merger of Dematic Group were combined so that
the trademarks of Egemin will no longer be in use. Accordingly,
provision for impairment in the amount of RMB66,179,333.94 was
made in respect of the related trademark use rights.

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

18.

BLEE (&)

R2017F12A318 » REBH R
ERFENEFEEREEBEAAR
#%146,343,370.26 7T * EE B ERE
BHBIEFR (2016128318 + AR
#115,011,683.667T) °

075 BHRAEB o XNEEE - B
FE M Rt FE SR AR R T R AR TS 2 H R
IR T B IR B F0AR FE A AR A R
% RALERENEFPBRTRT
BB AR #371,696,846.387T
B & B BB % - 185 Of Egemin
Automation Inc. 1 Retrotech Inc. X 1§
FI P IZ B A HfDematic GroupELfSHYE
IZIE4 - EgeminFIZAS T EBER -
UL ¥ ARRA ) P AR A R IR TR E %
#AR¥66,179,333.947T °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

19. Expenditure on development 19. BA#H
Capitalization of expenditure on development starts when 2 R S i B B B B R AV B R B 0
the development stage is reached. Capitalized expenditure on BEARME - NEBERMEOFAEZHW
development of the Group is presented as follows: Dk
2017 20174

Increase during Decrease during
the year the year
KEREM KERD

Recognition of
Opening ENT Other Closing
balance Internal R&D assets decrease balance

FOBE AERE  RRENEE Hig ERGE

Improvement project BREIEER
on driver's cabin 43,415,166.75 3,045,340.10 - - 46,460,506.85
Hydraulics project REER 162,264,750.28 135,184,807.95  (6,058,855.20) - 291,390,703.03
Others Hip 240,094,549.89 - (10,450,741.42) (51,641,213.10) 178,002,595.37
445,774,466.92  138,230,148.05 (16,509,596.62) (51,641,213.10) 515,853,805.25
2016 2016%F
Increase during Decrease during
the year the year
REREM RERD
Recognition of
Opening intangible Other Closing
balance Internal R&D assets decrease balance
B NEHFEE EREVEE Hit o FREE
HX complete vehicle external ~ HXBEINFIB AT
flow field analysis and RE(LER
optimization project 13,185,634.17 - - (3,513,255.45) 9,672,378.72
Improvement project ERTUEER
on driver's cabin 25,430,342.84  17,984,823.91 - - 43,415,166.75
Hydraulics project REER 235,706,165.08  43,372,944.40  (68,830,949.10) (47,983,410.10) 162,264,750.28
Others Hip 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
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

20. Goodwill 20. EE
2017 20174
Increase during
the year
Business
combination
not involving
entities under Provision for Adjustment for
Opening balance common control impairment  exchange differences Closing balance Asset group unit
AEEN
KA-#4T
bERH iHEAfE Eizgag gEQAS
Merger with TAGC BIHENE 537,573,736.46 - (238,071,400.00) - 299,502,336.46  Asset group unit B
EEG4RD
Merger with Linde Hydrauics GmbH & Co.KG  AHEREABLE 774,987,671.35 - - 52,554,660.20 827,54,33155  Asset group unit C
BEEARAC
Merger with KION GROUP AG AHKION GROUP AG 6,284,946,311.89 - - 400,862,610.02 6,685,808921.91  Asset group unit D
EEEERD
Merger with Egemin Automation Inc. A bEgemin Automation Inc 371,835,745.20 - - 25,215,499.50 397,051,24470  Asset group unit E
BEEAfAE
Merger with Retrotech Inc. AbfRetrotech Inc 184,299,416.40 - - (11,884,191.00) 1724152540 Assetgroup unitE
BEEAfAE
Merger with Dematic Group A bDematic Group 14,554,034,966.40 - - (521637,421.90)  14,032,39753850  Asset group unit
BEEAfAE
Others it 89,391,391.20 7442547120 - 4,658,195.50 168,475,063.90
22,797,069,238.90 14425471.20 (238,071,400.00) (50,230,653.68) 22,583,192,662.42
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)

V. NoTES 7o KEY ITEMS oF CONSOLIDATED - BHIFREEEBIEEFEGE)
FINANCIAL STATEMENTS (CONTINUED)

20. Goodwill (Continued) 20. EHE(E)
2016 2016%F
Increase during
the year
Business
combination
not involving
entities under Decrease during Adjustment for
Opening balance common control theperiod  exchange differences Closing balance Asset group unit
KEEN
AT
2] Ak KR Efzga EXBE Ll
Merger with TAGC BHENE 537,573,736.46 - - - 531573,736.46 Asset group unit B
BEfldas
Merger with Linde Hydraulics GmbH & Co.KG ~ ABINEREAELE 752,544,551.07 - - 044312028 774,987,671.35 Asset group unit C
BEEAC
Merger with KION GROUP AG AHKION GROUP AG 6,133,809,720.72 - - 151,136,591.17 6,284,946,311.89 Asset group unit D
BEEELD
Merger with Egemin Automation Inc. A bEgemin Automation Inc. 362,323,483.20 - - 9,512,262.00 371,835,745.20 Asset group unit
BEfdat
Merger with Retrotech Inc. ARetrotech Inc. - 173,000,003.40 - 11,299413.00 184,299,416.40 Asset group unit E
BEfdat
Merger with Dematic Group & HDematic Group - 14,301,247,248.00 - 252,787,118.40 14,554,034,966.40 Asset group unit E
BEfdat
Others ify - 95,689,679.20 - (6,298,288.00) 89,391,391.20
7,786,251491.45 14,569,936,930.60 - 440,830,816.85 22,197,069,238.90
Balance as at 31 December 2017 mainly represented goodwill 2017F 12 A3THEEREEXEAE
arising from merger with Torch Automotive Group Co., Ltd (TAGC), BEREANE - MERESBEE - KION
Linde Hydraulics GmbH & Co. KG, KION Group AG, Egemin Inc., GROUP AG -~ Egemin Inc. * Retrotech
Retrotech Inc. and Dematic Group. Goodwill arising from merger Inc. F1Dematic Group i EEAE K& ©
would be allocated to material asset group units to test for REBEEBFERZEAHRENHE
impairment on an annual basis. NEEEREEMAEAETEHERE
A, o
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

20.

Goodwill (Continued)

Further, the trademark with indefinite useful life comprised in the
intangible assets in Note V.18 amounted to RMB7,521,780,603.60
and is included in those asset group units for impairment testing.

Carrying amount of material goodwill and trademarks is allocated
to the following asset group units as follows:

h - SHIBHRETEZIREFRE(E)

20. EHE(E)
AN BERKER - 18SEREE
FRKAREANEZEEAARE
7,521,780,603.607C * MEBIEEZE
BEMABEEPETREN -

EEHERBENEESESREA
EANERDT

Carrying amount of goodwill

BERNRESE

Carrying amount of trademark
BENEESHE

2016

20165

Asset group unit A BEBHEAA - - 116,422,784.00  116,422,784.00 =
Asset group unit B BEMBAAB 299,502,336.46  537,573,736.46  94,197,000.00  94,197,000.00 &
Asset group unit C EEABAC 827,542,331.55  774,987,671.35 - _om
Asset group unit D EEMMAAD 6,685,808,921.91 6,284,946311.89  4,575,674,439.60 4,288,324,386.00 5
Asset group unit E AEMEAE 14,601,864,008.60 15,110,170,128.00 2,735,486,380.00 2,627,525,280.00

Note 1: Trademarks related to the manufacturing of diesel engines and major
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 14.23%. 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.

it

PR A ERGhE R B A AR
HIEEDIEBEMMBEA - FERH
ERBE RAARI S - A TT IR E R

FEEE GIENERZHI B ERBIES
IEEREMMAEB  JTERIEHEIN
FEITETEM - ETTRE R -

BEAEEATIBE) ] B % 5F1ZFE &
EEE NG AKR S 2R R E
BT - A AKBAL RERIEETE
JEHEE ) 5F B TR E A E B
THEBEAKET - BEMEEA -
B % 7% & T8 8 BT FH 19 B BT 97 3 3K 2
14.23% + 5F LB MR 27T &G
RETFHIERE2.5% B> EFTETTH#
Bt R TR R -

ANNUAL REPORT 2017 &3 223



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

224

NOTES

To0 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
20. Goodwill (Continued)

Note 2:

Note 3:

Note 4:

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 8.28%. 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 2017, minus the cost of disposal.

Due to the adjustment of the Group’s strategy, the goodwill and
trademarks acquired through the merger of Egemin Automation Inc. and
Retrotech Inc. and the goodwill and trademarks acquired through the
merger of Dematic Group are combined and allocated to asset group unit
E: intelligent supply chains and automation solutions 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 9.8%. 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 2017, the Group considered that the goodwill acquired
through the merger with TAGC had been impaired and therefore provision for
impairment of goodwill in the amount of RMB238,071,400.00 was made.

WEICHA

I Power Co., LTD. H#KRENVNRMERLST

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIBHREEZIREFRE(E)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

FINANCIAL STATEMENTS (CONTINUED)

21. Long-term prepaid expenses 21. REAGEER
2017 20174
Increase  Amortization
Opening during during Other  Provision for Closing
balance the year the year decrease  impairment balance
FHHE REZM REHH HiH D HEER FRHE
Industrial mould fee TREAES 253,413,425.54 73,277,335.29 (46,239,907.50) - (66,467,500.35) 213,983,352.98
Industrial equipment fee  TIZEAE 51,083,535.88 19,444,104.78 (22,478,747.13)  (130,142.25) - 47,918,751.28
Expenditure on HAETEEE
improvement MR Y
of fixed assets leased in 28,162,755.78 16,722,696.13 (23,298,664.08) (57,953.17) - 21,528,834.66

332,659,717.20 109,444,136.20 (92,017,318.71)

(188,095.42) (66,467,500.35) 283,430,938.92

2016 2016%F
Increase Amortization

Opening during during Other Closing

balance the year the year decrease balance

FARE RELN TREHH HitE o FRBE

Industrial mould fee THEEAE 216,396,240.19  83,398,524.61  (43,184,827.85)  (3,196,511.41) 253,413,425.54

Industrial equipment fee IfXAE 52,481,511.01 18,135,922.64  (19,533,897.77) - 51,083,535.88
Expenditure on improvement A AEE 4 E

of fixed assets leased in BRI 4550421838 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

As it was expected that the industrial mould of Chongging Automotive,
a subsidiary of the Group, would be unable to reach the planned
production volume, provision for impairment in the amount of
RMB66,467,500.35 was made in respect of the corresponding industrial
mould fee in 2017.

07 FHRAKEZ FRARIEEAEN
THREAEREXEINRIES - Bty
HENIEREABHRETREEEARE
66,467,500.357C °
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31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTes 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
22. Deferred tax assets/ liabilities 22.
Deferred tax assets and deferred tax liabilities without offset are as

h - SHIBHREEZIREFRE(E)

EEFSHER A
ARAT I 58 10T T 15 B A AR A P

follows: A
2017 2016
2017% 20165
Deductible Deductible
temporary Deferred temporary Deferred
difference tax assets difference tax assets
A 413 A4 Bt
TRHER FEHEE ERHER AR
Deferred tax assets ELREHEE
Finance lease payables BEREERMR 13,312,106,872.98  3,507,581,037.78  9,480,042,083.37  2,473,772,630.86
Accruals BRER 13,183,612,151.84  2,995,239,477.22  9,503,933,754.89  2,390,911,564.98
Provision for impairment of assets BEREER 3,600,908,308.66 618,004,747.09  2,542,504,605.22 487,952,048.64
Unrealized profit for internal NBXHARERTE
transactions 1,908,044,316.93 500,829,987.20 1,233,696,978.01 355,095,823.02
Fixed assets leased in under finance ~ BETABETEE

lease 1,707,515,487.82
Adjustment of fair value upon CEAHDABERAR

328,871,191.28 1,354,687,861.39  254,501,108.47

226

business combination 1,499,613,773.84  418,100,242.34 2,613,857,448.77  768,103,090.08
Deductible losses MBS 1,038,444,727.10  313,185,213.65 1,278,497,540.51 385,545,447 81
Deferred income EEW 613,952,274.92 92,093,162.04 61,360,000.00 9,204,000.00
Finance lease receivables BERERLHR 450,681,815.85  102,372,425.58  408,234,674.21 89,597,980.50

Deductible goodwill arising from RGBT
business combination (before tax) Hinmea 104,165,854.52 32,093,044.54  119,855,895.87 37,483,930.91
Others i 515,088,138.79  134,782,742.05  351,266,096.71 81,187,090.40
37,934,133,723.25 9,043,153,270.77 28,947,936,938.95 7,333,354,715.67

WEICHAI PowER Co.,
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NOTES TO FINANCIAL STATEMENTS

(CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

22. Deferred tax assets/ liabilities (Continued) 22. EEFERERE EE(E)
2017 2016
20175 20165
Taxable Taxable
temporary Deferred temporary Deferred
difference tax liabilities difference tax liabilities
Ens 413 e B
ERMER Figbias TR ER FisHaR
Deferred tax liabilities EEFEHEE
Fair value adjustment upon business ~ MNEABH AL BEHE
combination 19,102,803,506.47  5,862,624,924.79 23,730,531,150.04  7,436,482,592.08
Finance lease receivables BEMERIET 7427,803,83542  1,858,432,946.46  5859,314,648.01  1,458,662,698.91
Fixed assets leased in under BEEAREEE
finance lease 5,262,210,839.16  1,408,922,473.47  4,608,972,191.09  1,229,737,976.28
Finance lease payables HEHERNK 3,419,945,941.06 889,044,354.54  1,997,129,483.77 526,798,193.10
Intangible assets generated from WERER N ER B E
internal R&D 1,568,575,626.37 461,191,983.64  1,300,720,794.69 382,717,815.51
Payroll and benefits B T S 764,611,849.54 168,865,255.04 482,145,378.75 120,827,695.24
Amortization of finance expenses for ~ REFEFREEMEH
long-term borrowings 116,075,139.00 34,531,935.35 15,089,690.28 4,674,607.37
Amortization of taxable value of [ ]
trademark rights 108,892,004.06 16,333,800.61 108,892,004.06 16,333,800.60
Change of fair value of available-for-sale A/t HESREE
financial assets ArEEEE 30,800,000.00 4,620,000.00 53,200,000.00 7,980,000.00
Accounts payable e 24,668,330.99 5,912,571.59 63,455,505.89 20,532,184.20
Prepaid expenses HEBR 26,482,741.82 5,625,113.95 24,820,169.35 5,496,859.24
Others Hip 1,118,377,497.58 293,797,028.94 268,930,031.57 59,609,102.69
38,971,287,311.47  11,009,902,388.38 38,513,201,047.50  11,269,853,525.22

Deferred tax assets and deferred tax liabilities are presented in net

amount after offsetting:

Deferred tax assets

BEFEHEE

RIEPTSTHEEMBREMSHE B

& B FERIIR
2017 2016
20175 2016
Offsetamount ~ After offsetting Offset amount After offsetting
i BEEEE BHEHR i

4,509,627,623.86

4,533,525,646.91

3,316,246,921.89

4,017,107,793.78

Deferred tax liabilities

BEFREHARE

4,509,627,623.86

6,500,274,764.52

3,316,246,921.89

7,953,606,603.33
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS oF CONSOLIDATED -~ SHEIEHRERETEIEBFEE)
FINANCIAL STATEMENTS (CONTINUED)

22. Deferred tax assets/ liabilities (Continued) 22. EEFIEHREE BB (E)
Deductible temporary difference and deductible losses in respect of RERIEIL TS E E Al I 0 E By
deferred tax assets not yet recognized are presented as follows: MEERAEEEAT

2017 2016

20174 2016%F

Deductible temporary difference IR HERE T ER 2,463,706,407.84 2,011,435,534.79
Deductible losses ATEHEE 8,323,012,198.61 8,202,862,447.02

10,786,718,606.45  10,214,297,981.81

Deductible losses in respect of deferred tax assets not yet RERBLEFAEHEEN I EIEE
recognized will fall due in the following years: PR AT EE R -

2017 2016
20174 2016%F
2017 20174 - 354,924,713.92
2018 20184 241,966,716.38 363,932,115.73
2019 20194 116,333,764.14 220,442,734.63
2020 2020%F 552,593,604.25 698,712,453.81
2021 20214 680,042,285.73 1,018,852,970.47
2022 20224 452,855,476.39 -
Indefinite | BRHAMR 6,279,220,351.72 5,545,997,458.46

8,323,012,198.61 8,202,862,447.02

Deferred tax related to deductible losses and temporary difference is 2N 5 B AR 15 2 N T8 R e 7R B P 4K H1 &S

recognized based on profit forecast. BN = ZAARIEEFTSH o
23. Other non-current assets 23. HiEREBEE
2017 2016
20174 2016%F
Scheme assets under defined benefit REX T B 2T 8B E

scheme 188,885,880.70 89,880,946.80
Others Hith 65,286,475.09 169,839,756.20
254,172,355.79 259,720,703.00
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

24. Short-term loans

Mortgage loans
Pledged loans
Guaranteed loans
Credit loans

"
0 F
IfF DF DF

3 3 s 3

B ISR RME(EE)
2017 12A31H(AE®T)

24. SEHAERK

2017
20175

400,000,000.00

2,774,887,395.62

h - SHIBHRETEZIREFRE(E)

2016
20164

19,000,000.00

1,857,388,560.00
2,895,260,194.00

3,174,887,395.62

4,771,648,754.00

As at 31 December 2017, the above loans carried interest at rates
ranging from 0.75%~4.57% (31 December 2016: 0.85%~5.22%)

per annum.

25. Financial liabilities at fair value through profit or

loss for the current period

Forward contracts
Cross currency interest rate swap
instruments (Note V. 68)

RAAR
RNEEFREHRT A
(Kizt7 - 68)

MA2017F12 8318 - iSRRI EF|
R 50.75%~4.57% (201612 A31H

0.85%~5.22%) °

URABEEEHSBIAR

HEENEMEE

2017
20174

43,919,146.70

438,960,953.24

2016
20164

168,670,171.20

Total A&t 482,880,099.94 168,670,171.20

26. Notes payable 26. ERAEE
2017 2016
20174 20164
Bank acceptance bills RITERAEE 12,192,327,019.82 7.896,723,878.02
Commercial acceptance bills PEANIEE 169,119,826.48 862,140,302.52
Total A5t 12,361,446,846.30 8,758,864,180.54

As at 31 December 2017, the Group had no notes payable which
were due and outstanding (31 December 2016: Nil).

M20175E12 A31 8 - 7N [EF 3| Hf
AT RN ZE (20165128318 ¢

&) -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 70 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 RMEE(EE)
2017 12A31H(AE%T)

h - SHIBHREEZIREFRE(E)

27. FE{TERRX
FERTBE T EL B - WimBTE3-4EA N

BE -

2017 2016
20164F

201745

Accounts payable

e RRIR

30,654,794,938.52  21,897,787,394.18

As at 31 December 2017, the aging analysis of accounts payable
based on the invoice date is presented as follows:

MA2017F12 8318 » FERBRFRENEE
=HHNERRSTTIT ¢

2017 2016

20174 2016%F
Within 3 months 3EAR 25,318,485,036.54  18,774,819,894.45
3 to 6 months 3%6fE A 4,290,483,494.50  1,386,917,840.71
6 months to 1 year 6B A ZE1F 411,725,923.30 951,451,948.60
Over 1 year 1A E 634,100,484.18 784,597,710.42
Total aEf 30,654,794,938.52  21,897,787,394.18

As at 31 December 2017, there was no material accounts payable
which aged over one year (31 December 2016: nil).

28. Advances from customers

A2017F12 8318 @ EEREE—FLA -

REEEMKRIE(2016%12A318 -
) o

AN

28. FRUWKIR

2017 2016
20164

201745

Advances from customers TEWERIA

5,814,905,624.90 4,627,211,871.86

As at 31 December 2017, there was no material advances from
customers which aged over one year (31 December 2016: nil).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable
2017

Opening
balance

6

B ISR RME(EE)
2017 12A31H(AE®T)

Business
combination

not involving

entities under
common control
#E-EHT
MEEEH

h - SHIBHRETEZIREFRE(E)

29. FEATES T e
20174

Increase during  Decrease during Closing
the year the year balance

AR ) FREE

Short-term remuneration RHEH 3,360,957,243.87 - 19,050,216,379.34  (18,363,720,688.05)  4,047,452,935.16
Post-employment benefits BRERH (RERE:E)
(defined contribution plan) 396,891,852.17 - 2,506,112,185.16  (2,444,944,576.38) 458,059,460.95
Severance benefits Portion due BREF-FAZNNE
within 1 year 244,764,498.25 - 27,849,366.89 (159,687,227.17) 112,926,637.97
Cash-settled share-hased payment ~ —ERE|HA71
due within 1 year BeiEnki e 147,801,950.40 - 17410895430  (152,936,493.60)  168,974411.10
Other long-term payroll due —EREIHH
within 1 year EthR AR TEH 18,376,602.00 - 220,688,311.10 (216,172,964.90) 22,891,948.20
4,168,792,146.69 - 21,978975,196.79  (21,337,461,950.10)  4,810,305,393.38
2016 20164
Business
combination
not involving
Opening entities under Increase during Decrease during Closing
balance common control the year the year balance
R
ERE ikt <ot REEM AERD ERHE
Short-term remuneration EEEH 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 BRREHGRTREHE)
(defined contribution plan) 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 BREF-FRZNNES
within 1 year 240,966,755.55 32,752,116.06 86,393,736.34 (115,348,109.70) 244,764,498.25
Cash-settled share-based payment ~ —ERZ|HENLIHES
due within 1 year HENRO LA 79,735,857.60 - 1380931560  (67743222.80) 147,801,950
Other long-term payroll due —ERIEN LR
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
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TO KEY ITEMS OF CONSOLIDATED h - BHIEBEHRETEZDIEEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (Continued) 29. FEBIHM(E)
Short-term remuneration is presented as follows: RS A0 T
2017 20174

Business
combination
not involving
Opening entities under Increase during  Decrease during Closing

balance  common control the year the year balance
FE-EHT
A MiEaHt AEE AERY EREE

Salaries, bonuses, allowancesand T4 - %% - ZBLA@E

subsidies 2,656,161,495.05 - 16,945370,936.49  (16,392,796,160.72)  3,208,736,270.82
Staff welfare BIENZ 24,301,210.24 - 411,246,716.21 (403,465,342.11) 32,082,584.34
Social security HeRRE 68,950,706.91 - 1,035545,860.13  (1,018,914,718.23) 85,581,848.81
Incl: Medical insurance £ BERRE 58,039,607.35 - 888,688,631.25  (884,771,274.60) 61,956,964.00
Work injury insurance TERKE 7,306,903.96 - 80,909,039.36 (72,966,492.87) 15,249,450.45
Maternity insurance TERRE 328,196.16 - 12,607,276.43 (12,082,228.95) 853,243.64
Supplementary medical insurance BREERR 3,275,999.44 - 53,340,913.09 (49,094,721.81) 7,522,190.72
Housing funds ffRLES 14,844,500.60 - 236,687,015.07  (228,787,916.82) 22,743,598.85
Labor union operating fundsand ~ T& @%ﬁﬂﬂ&l?}*i«
employee education costs 395,756,768.88 - 159,786,369.77 (57,689,842.65)  497,853,296.00
Qther short-term remuneration EHEREH 200,942,562.19 - 261,579,481.67 (262,066,707.52) 200,455,336.34
3,360,957,243.87 - 19,050,216,379.34  (18,363,720,688.05)  4,047,452,935.16
2016 20164
Business
combination
not involving
Opening entities under Increase during Decrease during
balance common control the year the year Closing balance
SER—EHT
ENSE fixadk REEM AERD ERHE
Salaries, bonuses, allowancesand T4 - %4 - ZBERAH
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 RIENZ 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 H BERRE 52,885,474.44 - 735,696,031.92 (730,541,899.01) 58,039,607.35
Work injury insurance IEREE 12,431,447.97 - 6792539272 (73,049,936.73) 7,306,903.96
Maternity insurance TERRE 342,476.79 - 11,884,656.60 (11,898,937.23) 328,196.16
Supplementary medical insurance BEEERR 371421773 - 45,964,067.54 (46,402,285.83) 3,275,999.44
Housing funds i3=/N £ 14,922,967.40 - 213,139,286.21 (213,217,753.01) 14,844,500.60
Labor union operating fundsand ~ TEEBABIHFEE
employee education costs 341,607,512.29 - 108,289,166.76 (54,139,910.17) 395,756,768.88
Other short-term remuneration Eth R H 124,250,554.81 9265724224 27737437792 (29333961278)  200942,562.19

2,559,256,264.45 519,961,251.58  13,717,899,832.70  (13436,160,104.86)  3,360,957,243.87
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)

FINANCIAL STATEMENTS (CONTINUED)
29. Payroll payable (Continued)
Post-employed benefit (defined contribution plan) is presented as

29. BB ITHMGE)
BERR A (RERFENAT

follows:
2017 20174
Business
combination
not involving
Opening entities under Increase during  Decrease during Closing
balance  common control the year the year balance
FE -5 T
68 HEEAH REE REHD ERBE
Basic pension insurance EREERR 335,457,306.14 - 2,055136,044.56  (1,999,101,86142)  391,491489.28
Unemployment insurance KERRE 13,480,163.15 - 175,773229.08  (173,240,509.19) 16,012,883.04
Contribution to pension fund PEFRUE 47,954,382.88 - 275,202,911.52 (272,602,205.77) 50,555,088.63
396,891,852.17 - 2,506,112,185.16  (2,444,944,576.38) 458,059,460.95
2016 2016%F
Business
combination
not involving
Opening entities under Increase during Decrease during
balance common control the year the year Closing balance
JER—HT
EHE frxaf RELN RERD ERHE
Basic pension insurance ErEERR 202,120,995.64 32,635855.00  1,791,378,374.15  (1,690,677,918.65) 335,457,306.14
Unemployment insurance RERRE 10,826,606.72 - 14920881132 (146,555,254.89) 13,480,163.15
Contribution to pension fund PEFLHB 47,223,129.87 - 111,220,164.94 (110,488,911.93) 47,954,382.88
260,170,732.23 32,635855.00  2,051,807,350.41  (1,947,722,085.47) 396,891,852.17
Total remuneration of directors, supervisors, senior management REEREEE  EF aMERA

and chief executive officer incurred during the year is presented as

BREFHTEMSERBERNT

follows:
2017 2016
20174 20164
Fees e 613,214.00 634,026.00
Other emolument: H b Er B

Wages, allowances and TE& - ERLA
non-cash benefits in kind FREFm e 21,853,673.99 20,526,280.91
Contribution to pension schemes BESFEIHK 623,726.46 268,451.64
Total At 23,090,614.45 21,428,758.55

Note: Certain executive directors of the Company are entitled to performance-
linked bonus and share-based payment.

i ARFMRLHTTEE BRI GEEN

B e RIRD ST
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (Continued) 29. BEfBIEHM(E)
Remuneration of independent non-executive BB TEENE
directors
Fees paid to independent non-executive directors during the year FANTELIFNTERNESNT -

were as follows:

2017 2016

20174 20164

Mr. Loh Yih EREE 156,114.00 154,026.00

Mr. Zhang Zhenhua (Note) SRIREE S A (77) 29,400.00 120,000.00

Mr. Zhang Zhong RAESEAE 120,000.00 120,000.00

Mr. Wang Gongyong TEBELE 120,000.00 120,000.00

Mr. Li Hongwu (Note) AR e (i) 67,700.00 -

Mr. Ning Xiangdong ERREE 120,000.00 120,000.00

Total &st 613,214.00 634,026.00
Note: Mr. Zhang Zhenhua ceased to be a non-executive director of the it RIREAALER2017F3H29ABETIE
Company with effect from 29 March 2017. Mr. Li Hongwu became a HITEE - FHESLAER2017F68

non-executive director of the Company with effect from 8 June 2017. HFIEEEIFAITES -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (Continued) 29. FEBIHMGE)
Remuneration of executive directors, non-executive HITEE - IFHTEFEREFH
directors and supervisors &

2017 20174
Wages,
allowances Contribution
and non-cash  Performance- to pension Total
benefits  linked bonus schemes  remuneration
I8 2EKR
FREFREE AUNENRE BEEHEMR E230 b
Executive directors: HTES:
Mr. Tan Xuguang (Note) BIBK S () - - - 53,600.49 53,600.49
Mr. Xu Xinyu BMELE - 1,991,800.00 - 53,600.49 2,045,400.49
Mr. Li Dakai (Note) EINGbtatid) - 800,000.00 - - 800,000.00
Mr. Sun Shaojun BOERAE - 2,034,400.00 - 53,600.49 2,088,000.49
Mr. Zhang Quan RREE - 2,041,800.00 - 53,600.49 2,095,400.49
Mr. Yuan Hongming (Note) SRR %4 () - - - - -
Mr. Yan Jianbo (Note) BERLE () - - - - -
- 6,868,000.00 - 214,401.96 7,082,401.96
Note: Mr. Tan Xuguang is the chairman and chief executive officer of the it BAEERETLFEFERRERFHNT
Company. Mr. Yuan Hongming and Mr. Yan Jianbo became executive B o REBLL - BREHLLR2017
directors of the Company with effect from 8 June 2017, and also took F6HSHFIEEANTEE - R
up the role of executive presidents of the Company with effect from 5 20174985 H B EF TR - F
September 2017. Mr. Li Dakai ceased to be an executive director of the ABIFELER20179F3 F29 HBET#17T
Company with effect from 29 March 2017, and ceased to be an executive EFE - WR2017F8H31 ABETH7T4E
president of the Company with effect from 31 August 2017. # e
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (Continued) 29. FEBIHM(E)
Remuneration of executive directors, non-executive HITEE - HHTEFEREFH
directors and supervisors (Continued) Z (&)

2017 (Continued) 20174 (%)

Wages,

allowances Contribution
and non-cash  Performance- to pension Total

benefits linked bonus schemes  remuneration
I& 2ER
FReRHEE  BNHHRE BEEHEMX e

Non-executive directors: FHTES !

Mr. Jiang Kui TELE - 100,000.00 - - 100,000.00
Mr. Wang Yuepu TRERE - 100,000.00 - - 100,000.00
Mr. Gordon Riske Gordon RiskeZt 4 - 100,000.00 - - 100,000.00
- 300,000.00 - - 300,000.00
Supervisors: EE!
Mr. Lu Wenwu BXRLE - 1,144,700.00 - 53,014.59 1,197,714.59
Mr. Wu Hongwei (Note) REBRE(GH) - - - - -
Ms. Jiang Jianfang (Note) BRIt (E) - 66,700.00 - - 66,700.00
Mr. Ma Changhai BEESLE - 695,800.00 - 50,000.49 745,800.49
- 1,907,200.00 - 103,015.08 2,010,215.08
Senior management; BREEAS
Mr. Dai Lixin BUREE - 1,128,200.00 - 53,600.49 1,181,800.49
Mr. Kwong Kwan Tong BWEERE - 1,479,873.99 - - 1,479,873.99
Mr. Feng Gang BRI - 1,587,900.00 - 53,528.67 1,641,428.67
Mr. Tong Dehui KREELE - 1,303,500.00 - 53,449.92  1,356,949.92
Mr. Zhou Chongyi (Note) BREFE(F) - 210,000.00 - - 210,000.00
Mr. Li Shaohua FRERE - 1,251,900.00 - 19,264.68  1,271,164.68
Ms. Ren Bingbing Ekk&t - 1,222,600.00 - 19,264.68  1,241,864.68
Mr. Ding Yingdong TELE - 1,333,100.00 - 53,600.49 1,386,700.49
Mr. Hu Haoyan EREE - 1,716,100.00 - - 1,716,100.00
Mr. Zhang Jiyuan RECTTARE - 1,545,300.00 - 53,600.49 1,598,900.49
- 12,778,473.99 - 306,309.42  13,084,783.41
Note: Mr. Wu Hongwei became a supervisor of the Company with effect from it RAEFLER2017F8H30H FtEEIE
30 August 2017. Ms. Jiang Jianfang ceased to be a supervisor of the BF o FEF LTER2017F8H30H
Company with effect from 30 August 2017. Mr. Zhou Chongyi ceased to BEFESE o BISEESALEER2017F4A
be a vice president of the Company with effect from 28 April 2017. 28H BT EIAAH -

236  WEICHAI POWER Co., LTD. 4 NBRMNERAS



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

29. Payroll payable (Continued) 29. FEAIER T HEN (&)
Remuneration of executive directors, non-executive HITERE « FEHITEEGEE
directors and supervisors (Continued) 2(4E)

2076 20164
Wages,
allowances Contribution to
and non-cash Performance- pension Total
Fees benefits linked bonus schemes remuneration
1% 2R
e FRTREE  ENENRE BEEHIMEX ez
Executive directors: HTES:
Mr. Tan Xuguang (Note) BB L) - - - 23,242.32 23,242.32
Mr. Xu Xinyu BIELE - 2,021,800.00 - 2324232 2,045,042.32
Mr. Li Dakai FRAKE - 600,000.00 - - 600,000.00
Mr. Sun Shaojun BOEEHE - 1,648,300.00 - 2324232 1,671,542.32
Mr. Zhang Quan RRKE - 1,617,000.00 - 2324232 1,640,242.32
- 5,887,100.00 - 92,969.28 5,980,069.28
Non-executive directors: FHITES :
Mr. Jiang Kui TELE - 100,000.00 - 6,875.28 106,875.28
Mr. Wang Yuepu TRERE - 100,000.00 - - 100,000.00
Mr. Gordon Riske Gordon RiskeZt £ - 100,000.00 - - 100,000.00
- 300,000.00 - 6,875.28 306,875.28
Supervisors: EE
Mr. Lu Wenwu BXHLE - 1,035,800.00 - 23,242.32 1,059,042.32
Ms. Jiang Jianfang BEsLt - 100,000.00 - - 100,000.00
Mr. Ma Changhai SEELE - 456,700.00 - 13,750.56 470,450.56
- 1,592,500.00 - 36,992.88 1,629,492.88
Senior management: EREBAS
Mr. Dai Lixin CIAVE b - 1,136,100.00 - 23,242.32 1,159,342.32
Mr. Kwong Kwan Tong WEERE - 1,460,080.91 - 15,402.60  1,475,483.51
Mr. Feng Gang il it - 1,336,600.00 - 23,242.32 1,359,842.32
Mr. Tong Dehui e s - 1,371,100.00 - 2324232 139434232
Mr. Zhou Chongyi EEE A - 1,345,300.00 - - 1,345,300.00
Mr. Li Shaohua FTRERE - 1,290,300.00 - - 1,290,300.00
Ms. Ren Bingbing Ekk&t - 1,285,300.00 - - 1,285,300.00
Mr. Ding Yingdong THR%AE - 1,272,900.00 - 23,242.32 1,296,142.32
Mr. Hu Haoyan HEREAE - 1,163,600.00 - - 1,163,600.00
Mr. Zhang Jiyuan ReTTRAE - 1,085,400.00 - 23,242.32 1,108,642.32
- 12,746,680.91 - 131,614.20  12,878,295.11
Note: Mr. Tan Xuguang is the chairman and chief executive officer of the it BEALERANFEFERRERENT
Company. E e
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V.

238

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
29. Payroll payable (Continued)

Highest payments to employees

The five highest paid employees during the year included one
director (2016: one director), details of whose remuneration are set
out above. Details of the remuneration of the remaining four (2016:
four) non-director and non-supervisor, highest paid employees for
the year are as follows:

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIBHREEZIREFRE(E)
29. BB I HME)

wEIESFH

AEENAGERTHNEERE—%
EEH(2016: —REE)  HEHWFS
EEHN EXFR - FRAHBTEEZ(2016
F B FEERFEENTREER

Wages, allowances and non-cash benefits

Performance-linked bonus
Cash-settled share option expenses
Contribution to pension schemes

KNS BT -

2017 2016
20175 20164

T& - EEEH
FREFmemE 17,611,886.40 14,726,150.80
e 9,393,514.80 10,947,586.00
IREHEERNRG BEE A 35,246,665.20 43,145,937.60
BEEZSFTEIMHR 3,441,490.80 3,251,323.20

65,693,557.20 72,070,997.60

The number of non-director and non-supervisor, highest paid

HHO R T BENFEERIFES

employees whose remuneration fell within the following bands is as

follows:

REFHMESOABMT

RMB2,500,001 to RMB3,000,000

RMB3,000,001 to RMB3,500,000

RMB11,500,001 to RMB12,000,000

RMB 15,000,001 to RMB15,500,000

RMB22,000,001 to RMB22,500,000

RMB23,000,001 to RMB23,500,000

RMB28,000,001 to RMB28,500,000

RMB30,500,001 to RMB31,000,000

AR¥2,500,001 702
AFR#3,000,0007T
AER#3,000,0017TE
AR#3,500,0007T
AFR11,500,001TE
AR#12,000,0007T
AR#15,000,001 702
AR#15,500,0007C
AE#22,000,0017TE
AR#22,500,0007T
AFR#23,000,001TE
AR#23,500,0007C
AR#28,000,001 702
AR#28,500,0007T
AE#30,500,0017CF
AR#31,000,0007T

2016
20164

WEICHAI PowER Co.,

LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
29. Payroll payable (Continued)
Highest payments to employees (Continued)
The number of senior management whose remuneration fell within

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)
29. BT HME)

REESH(E)
FHNRTIRENDRERARN

the following bands is as follows: AT -

2017 2016
20175 20164
Nil to RMB 1,000,000 Tz AR 1,000,0007T 1 -

RMB1,000,001 to RMB1,500,000 AR#1,000,0017TE
AER#1,500,0007C 6 10

RMB1,500,001 to RMB2,000,000 AER#1,500,0017TE
AR #2,000,0007T 3 -

30. Taxes payable 30. EXME

2017 2016
20175 20164
Corporate income tax EMEH 1,543,088,566.82 914,418,055.53
Value-added tax HEERS 681,877,198.39 788,928,033.03
Individual income tax BAFTSE 257,630,025.18 169,769,741.18
Property tax EER 18,426,617.01 21,398,155.06
Land use tax T {E AR 15,450,670.55 13,804,820.22
Stamp duty ENFERR 15,120,039.70 22,527,593.37
City construction tax R 5,502,891.22 26,071,761.13
Educational surtax HAE BN 3,990,803.55 20,486,595.82
Other taxes EAnfiIE 159,171,893.64 88,379,728.58

2,700,258,706.06

2,065,784,483.92

31. Interest payable

Interests on medium-term notes FREIZRERR B
Interests on borrowings fERF B
Others Hitb

31. BRERE

2017

20175

2016
20164

83,399,018.46
11,995,469.04

28,615,438.17
72,917,567.04
526,089.60

95,394,487.50

102,059,094.81
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)

V. NoTES 7o KEY ITEMS oF CONSOLIDATED - BHIFREEEBIEEFEGE)
FINANCIAL STATEMENTS (CONTINUED)
32. Dividend payable 32. A

2017 2016
20175 20164F

Dividends payable to minority FERTF AR ER R AT
shareholders of subsidiaries 151,016,140.79 3,822,409.44
Coupon interest on perpetual bonds FEKEERER (1)
payable (Note 1) 56,444,510.08 -
207,460,650.87 3,822,409.44
Note 1:0n 31 December 2017, Weichai International Hong Kong Energy Group i1 R2017F12H31H « AR A2 FRAE]
Co., Limited, a subsidiary of the Company, confirmed the distribution HESEEIRR (B8 )RR F B R 2 AlHR AR
of coupon interest in the amount of RMB56,444,510.08 to holders of HERI R AE - BB A5 201843 14
perpetual bonds on 14 March 2018, as stipulated in relevant agreements. H 1K B a2 IR E A KB EREA

R #56,444,510.087T °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

33. Other payables 33

Sales discount SHEITE
Guarantees and deposit RESLRHS
Payables for purchase of construction and BN TIERN
fixed assets EEEERER
After-sales expenses and repair and ZEREBRGEE
maintenance expenses
Transportation expenses k=
Land facility fee and land premiums THECE R Rt
Technology development expenses SR =
Others At

B ISR RME(EE)
2017 12A31H(AE®T)

HAp IR

2017
20174

2,991,570,317.51
2,429,156,446.19

622,779,150.47

482,901,056.33
68,668,537.42
137,039,104.43
18,048,633.64
973,082,562.20

h - SHIBHRETEZIREFRE(E)

2016
20164F

1,577,228,757.00
1,408,342,760.93

508,722,890.68

342,745,181.08
52,356,364.30
30,221,289.37
18,920,537.74
1,060,418,862.04

7,723,245,808.19

4,998,956,643.14

As at 31 December 2017, there was no other payables in
significant amount aging over 1 year (31 December 2016: Nil).

34. Non-current liabilities due within one year

—FAZ N RARMRK
—EF AR HREIER

Long-term payable due within one year
Long-term borrowings due within one year

34.

R2017F12 A31H

C EARER B A

FHEZEMERMNK(20165F12 31

A& -

—FREHVIFRBDEE

2017

20174

3,838,848,634.50
1,757,402,500.00

2016
20164

3,077,266,126.80
1,547,622,000.00

5,596,251,134.50

4,624,888,126.80

Include: Heb o
Credit loans ERER
Mortgage loans (Note V. 36, Notes 1, 2) IR
(Mfet# - 36~ 7#1 - 2)

Guaranteed loans

FERIER

1,747,402,500.00

10,000,000.00

1,345,622,000.00

2,000,000.00
200,000,000.00
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
35. Other current liabilities

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIEBHRETEZIREFRE(E)

35. Bt REAasE

2017 2016
20174 20164F

Product quality assurance deposit EREERES

Deferred income (portion due within one year) EiEUzE (—FARZIEIEEH )

Others HAm

3,047,633,625.09
594,340,202.50
1,209,722,661.52

1,614,389,932.45
547,440,069.60
630,066,440.20

4,851,696,489.11  2,791,896,442.25

36. Long-term borrowings

36. RHEIER

2017 2016
20174 20164

ZREX
BWIRER(ET - 2)

Credit loans
Mortgage loans (Notes 1,2)

14,994,076,977.90 29,509,307,940.40
684,517,751.45 706,807,751.45

15,678,594,729.35 30,216,115,691.85

Long-term borrowings are classified according to dates of maturity
as follows:

REMEFIRZD A DT

2017 2016
20174 20164

1F A EIER
122F N2
25|5F A EH

Due within 1 year
Due within 1 to 2 years
Due within 2 to 5 years

1,757,402,500.00 1,547,622,000.00
2,972,878,811.20 11,630,527,445.20
12,534,448,166.70 17,704,110,495.13

Due over 5 years SFLE 171,267,751.45 881,477,751.52
17,435,997,229.35 31,763,737,691.85

Less: Long-term borrowings classified as B DR —EREIEE
due within one year REIER 1,757,402,500.00  1,547,622,000.00

15,678,594,729.35 30,216,115,691.85

As at 31 December 2017, the loans above carried interest at rates
ranging from 1.1% to 5.047% per annum (31 December 2016:
1.3% to0 5.305%).

242 WeicHAI Power Co., LTD. LENHBRHBEMRAD
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

36. Long-term borrowings (Continued) 36. REIMER(E)

Note 1:Mortgage loans amounting to RMB10,000,000.00 under long-term i1 RAE A K 10,000,000.00 7T
borrowings and amounting to RMB10,000,000.00 under non-current K —F AT B I B R E P A
liabilities due within one year (31 December 2016: mortgage loans 7 & # # A K # 10,000,000.00 T
amounting to RMBS8,000,000.00 under long-term borrowings and (20164128318 : REIEHA R
amounting to RMB2,000,000.00 under non-current liabilities due within 8,000,000.005T + —F R F|HHIFE B
one year) were loans provided to Shaanxi Heavy-duty Motor Co., Ltd., E {&£2,000,000.007T ) A5t 4 % 11 8%
a subsidiary of the Company, from Rural Credit Cooperative of Qishan BIMEAE S BARAZ FRAR
County, Shaanxi Province, and secured by machinery and equipment with PERTEFRAAIE - AREEE
a carrying amount of RMB50,298,027.00. A R #50,298,027.007T #1758 32 15

FES -

Note 2:An amount of RMB674,517,751.45 under long-term borrowings (31 2 REEMFPARK674,517,751.45 7T
December 2016: RMB698,807,751.45) was loan provided to Weichai (20164F 12 A 31 H : 698,807,751.45
(Chongqing) Automotive Co., Ltd., a subsidiary of the Company, from TC) R EERIRTTIRID B IR 1 A1 B
the Chongqing Branch of China Construction Bank Corporation and WATTEIRE T LB TEBRARR
Shandong Heavy Industry Group Finance Co., Ltd., and secured by the AREZFRAE(EE)VEBRA
assets under phase one light-duty vehicle project of the company, as RIEH - B BRI A R AR —
stipulated in the loan agreement. As at 31 December 2017, the assets HIEE ZEERIE - BZE2017F12
already invested by the company in the project included fixed assets with H31H » REliZEEERENEEE
a carrying amount of RMB531,741,932.40 and intangible assets with a JEERET(EEA R #531,741,932.407TH)
carrying amount of RMB253,010,437.60; and the mortgage had not been ElEEEMAR253010,437.607TH]
registered. BIEEE - FAHEEAERL -

37. Bonds payable 37. FEfIE%
2017 2016
201745 2016%F
Bonds payable FETES 10,459,780,084.07 2,756,201,597.01

ANNUAL REPORT 2017 &3 243



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHUBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

. = e (4=
37. Bonds payable (Continued) 37. ERESE)
As at 31 December 2017, balance of bonds payable are listed as 201712 A318 © EREHHET
follows: TREAE
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
AE  R7RH EHR BieH ENtE AERf AEHRAE EER AERE ERGE i
Medum-ermnote  FEZ1E  7,367,344,000.00 2017-2-21 ENote (1) 7,344,731,360.00 - 7,344,731,360.00 93,210,222.00 514,416,197.80 - 7,859,147,557.80 (1)
Coporatebonds ~ ¥E% 254452000000  2015-9-30 SFyears 252231795403 2,756,201,597.01 - 116,055,373.41 (155,569,070.74) - 260063252627 (2)
Total At 9,911,864,000.00 2,756,201,597.01  7,344,731,360.00 209,265,595.41 358,847,127.06 - 10,459,780,084.07
As at 31 December 2016, balance of bonds payable are listed as 2016512 A318 » ERHESE45ES
follows: FF :
Issuing At the beginning Accrued interest Atthe end
Facevalue  date Bond period Issued amount of year Issuied this year this year Amortisation Repaid this year of year  Note
G E55R LieE e TEEG FEHRHE aERY KEEE FREE i
Medium-termnote - #EZH  3,303,755,294.40 2013-2-6 THYears 329867259395  3,409,725,65.23 - 137,161,080.00 (106,860,656.23)  (3,302,865,000.00) -
Corporate bonds %% 2,544,520,000.00 20159-30 S%EYears 252231795403 2,575,803,538.37 - 113,817,658.56 180,398,058.64 - 275%,201597.01 ()
At 5,848,275,294.40 5,985,529,194.60 - 250,978,738.56 7353740241 (3,302,865,000.00)  2,756,201,597.01
(1) On 21 February 2017, KION Group AG, a subsidiary of the Company, (1) ARAZF2AKION GROUP AG »
issued medium-term notes with total par value of EUR1.01 billion, which 20172 H21 A B/ TR EAEFER10.11F
will be due in May 2022, April 2024 and April 2027 respectively, carrying BUTRIFEIERR - 5 HIR2022F54 -
interest at floating rate based on EURIBOR (Euro Interbank Offer Rate). 2024F4 A F12027F4 A FNHY - FIR 5
LAEURIBOR (BXTT#R 7T R #7187 %) 43
BIEL)ZE)FE o
©?) Weichai International (Hong Kong) Energy Group Co., Ltd., a subsidiary of 2) AR B]ZF BB (B8 ) BEIRE
the Company, issued corporate bonds with registered capital of USD400 EFRE] - R2015F9H30H #7175
million on 30 September 2015, nominal interest rate of 4.125%, maturity ME L RBMEETHEEES - FEF
of 5 years and with interest payable every six months. ER4.125% - BHFHRZ5F - 1.8

SAER6MEA -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

38.

Long-term payables

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

38. RHIFERK

2017 2016
20174 20164
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 JERT &£ BIEER 6,227,780,255.40  5,275,853,019.60
Finance lease BEMS 2,982,756,871.60  2,496,857,775.60
Other financial liabilities HibSmaE 2,395,306.10 3,025,015.20
9,218,432,433.10  7,781,235,810.40
2017 2016
20174 2016%F

Long-term payables REAFERR

Due within 1 year or on demand
Due within 2 years

Due within 3 to 5 years (inclusive)
Due over 5 years

1A E Bk bl 2REN

2F N EIHR

3R|SFRE|EI(E3FM5F)

S5FALE

3,838,848,634.50
3,886,718,526.21
4,916,000,182.09

415,713,724.80

3,077,266,126.80
3,298,302,532.09
4,169,478,865.11

313,454,413.20

Less: Long-term payables classified as due
within one year

13,057,281,067.60

B SRR FATIHN

R K

3,838,848,634.50

10,858,501,937.20

3,077,266,126.80

9,218,432,433.10

7,781,235,810.40

As at 31 December 2017, the balance of unrecognized finance
costs in finance lease payables amounted to RMB839,543,441.76

(31 December 2016: RMB829,320,316.30).

M2017F12 8318 EMREREN
FPAERBEBANKEAAR
#5839,543,441.76 7L (2016 4F 12 A 31
B AR829,320,316.307T) °
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V.

246

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

39.

Long-term payroll payable

B ISR RMEE(EE)
2017 12A31H(AE%T)

1~ SHEFEHREXEZIEBFREE)
39. REIFE(TE T HrEN

2017 2016
20174 20164F

Defined benefit obligations BREZ@EL
Long-term severance benefits REFBER BT
Cash-settled share-based payments LIRS EE MR 2
Other long-term payroll payable H fth £= BEE T & B

8,702,957,010.83  8,062,097,579.58
122,580,290.88 124,005,321.62
138,108,512.30 125,669,653.20
273,127,243.01 263,022,639.90

9,236,773,057.02  8,574,795,194.30

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 21% equity instrument
investment, 61% debt instrument investment, 6% insurance
business and 12% 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. MLahhBRMNDBERLD
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTEsS To KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

Long-term payroll payable (Continued)

Defined benefit obligations (Continued)

The following table sets out the key actuarial assumptions used as

39.

at the balance sheet date:

Discount rate (%)

Expected growth rate of future pension
expenses (%)

Expected rate of salary increment (%)

FRE(%)

BHR IR IS B
W (%)

TR 185 (%)

The actuarial valuation illustrates that the market value of assets
under the scheme is RMB6,182,857,501.63 (31 December 2016:
RMB5,830,951,970.18). Such actuarial valuation of assets accounts
for 42.07% of the benefit provided for qualifying staff.

The following table shows the quantitative sensitivity analysis of

key assumptions used:

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

Eﬁﬂﬁéﬁﬂ’ilﬁﬁhﬂ( &)
ERm# (E)
Ti‘%z%éfﬁﬁ{ﬁi‘% APTEREEERE

B

2017 2016
20175 20164

1.41%-3.60% 1.35%-4.05%

0.00%-3.40%
0.00%-4.25%

0.00%-3.50%
0.00%-4.25%

BEEERTEIEENTMEAAR
#6,182,857,501.63 7T (201612 A
31H : AR#5,830,951,970.187T) °

BELBEEMBEEELATA KGN
B TR MNEN42.07% °

TRAMEAHERNBRRN T 2 UK
MEDHT -

2017 20174
Increase/(decrease) Increase/(decrease)
of defined benefit of defined benefit
Increase obligations Decrease obligations
Eé%i‘ REZHRE
/ (HD) HD i,/ (Rd)
Discount rate THE 1.00%  (2,800,490,672.88) 1.00%  3,903,322,979.56
Future growth of salary AREGER 0.50% 936,732,044.44 0.50%  (911,429,747.30)
Future growth of pension expenses  KRRKLBREE 0.25%  1,119,790,395.07 0.25% (1,079,258,179.98)
2016 20164
Increase/(decrease) Increase/(decrease)
of defined benefit of defined benefit
Increase obligations Decrease obligations
gl /i) D &/ ()
Discount rate THE 1.00%  (2,734,093,007.21) 1.00%  3,795,152,255.52
Future growth of salary ARG RER 050%  890,286,641.12 0.50%  (890,030,742.37)
Future growth of pension expenses KRR EREBALK 025%  1,106,904,725.33 0.25%  (1,062,600,421.91)
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V.

248

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

39.

Long-term payroll payable (Continued)

Defined benefit obligations (Continued)

The aforesaid sensitivity analysis is the judgment made to the effect
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:

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIEBHRETEZIREFRE(E)

39.

E%ﬁ#ﬂﬁlﬁw(g)

ER 5 (E)
tLﬂmE DT RIRIBRIR AR
EEAERABEABEDRHRT
HmARNTENMEE o SRS
i REEMEBERERFTENARE
T REEXBRIROEHELD -
RN E SRR E(CEELIFRULA
N BREST AT RRER =
EBNERED -

ERETHERARMTEIIT

2017
20174

2016
20164

311,859,616.88
(694,402.80)
166,215,124.09

243,959,492 .34
(1,797,804.40)
148,260,862.85

477,380,338.17

390,422,550.79

Current cost of service H HA RS R AR

Historical cost of service BEMRIGEAR

Interest expenses FEFEE

Net amount of the cost of BERR RN R 8
post-employment benefit

Debited to cost of sales AT A ERA

Debited to distribution and selling expenses T ASHEER

Debited to general and AAEEEBR
administrative expenses

Debited to finance expenses AN EA

183,162,092.40
49,600,200.00

78,402,921.68
166,215,124.09

153,127,070.80
43,167,906.00

45,866,711.14
148,260,862.85

477,380,338.17

390,422,550.79

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

31 December 2017 (Expressed in Renminbi Yuan)

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

39. Long-term payroll payable (Continued) 39. ﬁﬁﬂﬁéfﬂﬁﬁlﬁf’f@m( &)
Defined benefit obligations (Continued) EX a5 ()
The change in defined benefit obligations and the change in fair &Ei‘ﬁﬁ%ﬁ& B RIGTEIEEARE
value of assets under the scheme are as follows: BEREHIT :
2017 20174
Present value of Net liabilities/
defined benefit Fair value (Net assets)
scheme of defined of assets
obligations benefit scheme under the scheme
RESHE RES e SHEEE
BHRE DEE
Opening balance FNBE 13,803,168,602.96 (5,830,951,970.18) 7,972,216,632.78
Business combinations not involving entities FRE—EHI TREAH
under common control 3,660,706.80 - 3,660,706.80
Debited to profit or loss in the current period SAEHER
Cost of services TRBmA 311,165,214.08 - 311,165,214.08
Net interest MEFE 313,342,628.86 (147,127,504.77) 166,215,124.09
Debited to other comprehensive income AR TR NS
Actuarial gains RBETIG 55,453,451.14 (3,499,339.82) 51,954,111.32
Retum on assets under the scheme HEBERR
(net of amount included in net interest) (GE A2 FE0BM) - (264,622,806.80) (264,622,806.80)
Adjustment for exchange differences EREEAE (11,305,532.74) - (11,305,532.74)
Benefits paid B[R (362,340,593.23) 225,497,456.83 (136,843,136.40)
Contribution from employers Exar (9,591,283.65) (72,659,704.17) (82,250,987.82)
Other changes HihZ® 593,375,437.54 (89,493,632.72) 503,881,804.82
Closing balance ERRE 14,696,928,631.76 (6,182,857,501.63) 8,514,071,130.13 (3)(Note)
Note: In 2017, the assets under the scheme amounted in aggregate to g 2017 FEFHEBEEFHEHLTAEREK

RMB188,885,880.70 to be under other non-current assets.

188,885,880.70 T IE A fh FE i BV A =
BE -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 871 §5 ¥R
31 December 2017 (Expressed in Renminbi Yuan) 201741
V. NoTes 70 KEY ITEMS OF CONSOLIDATED h-8
FINANCIAL STATEMENTS (CONTINUED)
39. Long-term payroll payable (Continued) 39.

Defined benefit obligations (Continued)

FRsE(E8)
2A31H(ARKT)

HETFR IR ERIABERE(8)
REIE(IH TEHM (&)

REZLm 215 (E)

2016 20164
Present value of Fair value of Net liabilities/
defined benefit defined benefit ~ (Net assets) of assets
scheme obligations scheme under the scheme
FEX @i RESZ AT HEEE
EBHE AREE  FAE/(FEE)
Opening balance FUBE 10,720,978,07437  (4,497,117,081.86)  6,223,860,992.51

Business combinations not involving entities
under common control

FR—EHTERAH

1,810,177,090.40

(1,106,709,296.00)

703,467,794.40

Debited to profit or loss in the current period 5 AE B85

Cost of services FRIGAAR 242,161,687.94 - 242,161,687.94

Net interest MEFE 292,677,134.53 (144,416,271.68) 148,260,862.85
Debited to other comprehensive income AR AR A Was

Actuarial gains BERNE 1,028,082,666.99 (3,350,518.60) 1,024,732,148.39

Return on assets under the scheme HEIBELR

(net of amount included in net interest) (GEATI B ZEMBRIN) - (458,659,008.11) (458,659,008.11)

Adjustment for exchange differences BREERE (52,046,336.40) - (52,046,336.40)
Benefits paid B [IRER (308,887,858.38) 205,458,339.14 (103,429,519.24)
Contribution from employers BEHE (8,766,251.22) (45,296,837.62) (54,063,088.84)
Other changes Hip g 78,792,394.73 219,138,704.55 297,931,099.28
Closing balance FABE 13,803,168,602.96  (5,830,951,970.18) 7,972,216,632.78 (3%)

Note: In 2016, the assets under the scheme amounted in aggregate to
RMB89,880,946.80 to be under other non-current assets.

Fair value of assets under the scheme is mainly classified as follows:

F 2016 FFEEEFBEITARYE
89,880,946.807T IF H fih IE 7T BY & EE

BE -

FEIBEAABENIZNEMT

2017 2016

20174 20164

Stocks fRE 1,288,016,254.34  1,478,311,654.99

Bonds &5 3,798,988,533.16  3,532,617,173.07

Real estates EihE 97,743,486.63 80,728,424.92

Insurance NG 361,184,071.60 345,070,936.80

Others Hi 636,925,155.90 394,223,780.40
The assets under the scheme comprise neither ordinary shares AEEEEARREBR  BESH  t

nor debentures of the Company nor real estates occupied by the MmAHANEEGANEHE -

Group.

250 WEeIcHAI PowER Co.,

AR NBRMNERAT



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

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
RMB376,282,469.61.

The average term of the defined benefit obligations as at the
balance sheet date is 14.1 to 22.2 years (31 December 2016: 14.3
to 22.7 years).

40. Special payables
2017

At year-
beginning

FAEHE

Interest subsidy for liquid fund granted 4 81 B EE ¢/ 9

during the year

39. AR T 5 ()
FEEAKNRZBEAAAKH AR T X
mEEHMENBTEAARE
376,282,469.617T °

BEBBERANKREZSEEHTFY
HAR 214122229 (2016412 A 31
B 14.3%22.7%) -

40. HIEENR
20174

Decrease
during the year
KEFD

Increase
At year-end

RSB FREGE

by provindial finance office RHELBREE 23,000,000.00 - - 23,000,000.00
National debt special fund - AESEEL-5Y
establishment of key industry ERIREA
revitalization and technological RS TE R B
renovation projects 20,000,000.00 - 20,000,000.00 -
43,000,000.00 - 20,000,000.00 23,000,000.00
2016 20164
At year- Increase Decrease
beginning during the year during the year At year-end
FOHE ARELN RERD FRBE
Interest subsidy for liquid fund granted 4 B TR EE <49
by provincial finance office TEHEALETEE 23,000,000.00 - - 23,000,000.00
National debt special fund - BEFEEe 5%
establishment of key industry EFREN
revitalization and technological FSeEIE B Bk
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 RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHUBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

41. Provisions 41. FEFTEE
2017 20174
Adjustment

Opening Increase Decrease for exchange Closing

Balance during year during year differences balance

FL8 KEEM KEHD EREERE ERBE

Product quality assurance deposit ~ EREEFES 132,201,932.40  75,766,213.20  (41,793,891.60) 4,071,932.00  170,246,186.00

Pending litigation RIRFRED 50,153,875.20  20,694,729.60  (9,156,960.00)  (1,200,412.90)  60,491,231.90
Guarantee provided to HIMHER

external parties 20,217,915.60 2,029,792.80 (2,945,488.80) 1,108,597.20  20,410,816.80

Debt restructuring ERER 5,721,224.40 335,755.20 (2,151,885.60) 308,148.00 4,213,242.00

Losses in contract BREAR 14,715,895.20 - (15,368,431.20) 652,536.00 -

Others Hit 88,022,750.40 19,824,818.40  (21,660,331.80) 3,374,333.00 89,561,570.00

311,033,593.20  118,651,309.20  (93,076,989.00) 8,315,133.30  344,923,046.70

2016 2016%F
Adjustment for

Opening Increase Decrease exchange Closing

Balance during year during year differences balance

FHEH TR AERDY ERERRE BN

Product quality assurance deposit mEERED 166,524,344.00 47576,231.60  (84,439,206.80) 2,540,563.60  132,201,932.40

Pending litigation FREFA 18,759,70880  35559,516.80  (7,176,344.00)  3,010,993.60  50,153,875.20
Guarantee provided to HOMIHER

external parties 14,452,922.40 7,073,824.80 (2,145,580.40) 836,748.80 20,217,915.60

Debt restructuring ERER 19,050,612.00 732280  (13,927,965.60) 591,255.20 5,721,224.40

Losses in contract BEAR 4,909,878.40 9,548,931.20 (65,905.20) 322,990.80 14,715,895.20

Others Ht 62,480,331.20  41,453,64320  (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

42. Deferred income

2017 2016

20174 2016%F

Government grant BATHEED 1,282,880,662.98  1,092,367,633.72

Deferred income of “sales with risk” REBREREEELE

business EIE U S 271,871,143.50  238,194,373.20
Deferred income of sale and leaseback SO BEBEERZ

sub-leases FEIEW 2 1,261,686,526.10 968,333,670.00

Deferred income of forklift truck services N E RIS R 2 BT 264,903,689.60 253,640,948.40

Others Eph 40,322,286.40 21,693,889.19

3,121,664,308.58  2,574,230,514.51

252  WEICHAI POWER Co., LTD. 4N NBRMNERAS



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

42. Deferred income (Continued) 42, EEWES (58)
As at 31 December 2017, the liability items related to government R2017F12 8318 » HRBITEBH
grant are as follows: BEEAWT
Credited to

Opening Increase other income Other Closing Related to
balance  during the year  during the year decrease balance  assets/income
EIFA HEE/
EN2E KEHIE Atz Efted EXGE eyl ]
Land-related government grant ~ EL301ERER) Related to assets
B 781,178,886.58 60,488,883.99  (23,796,010.26) - 817,871,760.31 HEERS

Special funds for industry ELREN
revitalization and FEEES Related to assets
technological renovation 237,653,157.89  112,950,000.00  (21,332,399.29) - 329,270,758.60 REERH
Special assistance fund EEREES Related to assets
12,477,130.71 11,343,400.00 (216,374.98) - 23,604,155.73 HEERE
National debt special fund BFZEES Related to assets
9,961,013.99 - (56,666.67) - 9,904,347.32 HEERE
Position-based allowances EEATEH Related to income
for project teams 3= 48,585,229.00 71,956,837.55  (16,691,500.00) (4,030,000.00) 99,820,566.55 ANERE
Others Hi Related to assets
2,512,215.55 - - (103,141.08) 2,409,074.47 HEERD

1,092,367,633.72  256,739,121.54  (62,092,951.20)  (4,133,141.08) 1,282,880,662.98

As at 31 December 2016, the liability items related to government R2016F 128310 « B RBITMHEIN
grant are as follows: BEERWNT :
Credited to
non-operating

Opening Increase income during Closing Related to
balance  during the year the year balance assets/income
REA HEE/
FeE REHHE BEINIA EREAE igay il
Land-related government grant S 5hIRRY Related to assets
B 759,725,901.40 45,833,742.00  (24,380,756.82)  781,178,886.58 HEEIRE

Special funds for industry EFREA
revitalization and R¥EEER Related to assets
technological renovation 148,943,771.85 95,280,000.00 (6,570,613.96)  237,653,157.89 HEAERE
Special assistance fund EERpES Related to assets
11,502,779.49 1,348,000.00 (373,648.78) 12,477,130.71 BEERSE
National debt special fund BfEERES Related to assets
11,953,216.79 - (1,992,202.80) 9,961,013.99 HEENE
Position-based allowances HEATEH Related 1o income
for project teams B RE 2947390000 38224,16100  (19,112,832.00)  48,585,229.00 SUHER
Others Hith Related to assets
2,615,356.63 - (103,141.08) 2,512,215.55 HEEE

964,214,926.16  180,685903.00  (52,533,195.44) 1,092,367,633.72
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIEBHRETEZIREFRE(E)

. L
43. Share capital 43. B
2017 20174
Increase(decrease) of
Opening balance shares in current year Closing balance
EOBE RER(H)RY ERBE

No. of shares Percentage No. of shares Percentage
LAl L4l
BE (%) B (%)

i Restricted shares —. ERERHRD
State-owned legal person shares BB ZARR 821,265,504.00 20.54 821,265504.00  1,642,531,008.00 20.54
Other domestic shares Hit B 46,378,011.00 1.16 49,957,280.00 96,335,291.00 1.20

Incl: Domestic non-state-owned ~ EF : ERFEEA
legal person shares ENFR - - - _ _
Domestic natural person ENERARR

shares 46,378,011.00 1.16 49,957,280.00 96,335,291.00 1.20
867,643,515.00 21.70 871,222,784.00 1,738,866,299.00 2174

ii. Non-restricted shares . EREHHRA
RMB ordinary Shares AREEER 2,159,455,763.00 54.00 2,155876,494.00  4315332,257.00 53.96
Domestic listed foreign shares BN EmEsERR - - - - -
Qverseas listed foreign shares BN EEIER 971,520,000.00 24.30 971,520,000.00  1,943,040,000.00 2430
3,130,975,763.00 78.30 3,127,396,494.00 6,258,372,257.00 78.26
iii . Total no. of shares = Riheg 3,998,619,278.00 100.00 3,998,619,278.00 7,997,238,556.00 100.00

2016 20164
Increase(decrease) of
Opening balance shares in current year Closing balance
EHE REE(RRE ERBE

No. of shares Percentage No. of shares Percentage
i/ L6l
R& (%) K& (%)

i, Restricted shares — BRERHRN
State-owned legal person shares BEZAER 821,265,504.00 20.54 - 821,265,504.00 20,54
Other domestic shares HAERR 113,664,000.00 284 (67,285,989.00) 46,378,011.00 116

Incl: Domestic non-state-owned legal Hb: BRIEEE

person shares YN - - - - -
Domestic natural person shares BERBAAER 113,664,000.00 284 (67,285,989.00) 46,378,011.00 1.16
934,929,504.00 2338 (67,285,989.00) 867,643,515.00 2170

i Non-restricted shares . ERERMHRND
RMB ordinary Shares AREEER 2,092,169,774.00 5232 67,285,989.00 2,159,455,763.00 54.00
Domestic listed foreign shares BN EfSMER - - - - -
Overseas listed foreign shares B ETEISMER 971,520,000.00 2430 - 971,520,000.00 2430
3,063,689,774.00 76.62 67,285,989.00 3,130,975,763.00 78.30
fil. Total no. of shares = B8 3,998,619,278.00 100.00 - 3,998,619,278.00 100.00

254  WeicHAI PowerR Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)
44. Capital reserve

2017

44, EXRDNTE
20174

Decrease
during the year
KEFD

Increase

At year-
beginning

during the year
AERM

At year-end

FHEHE FRGE

Share premium (Notes 1, 2, 3, 5) BAE B (321.2.35) - 50317,267.53  (24,72438039)  25592,887.14
Wholly state-owned capital reserve REBEEARNE(H4)
(Note 4) - 77,000,000.00 - 77,000,000.00
Other capital reserve (Note 5) HiBEARR(55) 30,139,859.91 3,166,007.94 - 33,305,867.85
30,139,859.91 130,483,275.47 (24,724,380.39)  135,898,754.99
2016 20164
Adjustments
on business
combinations
involving entities
Opening under common Increase during ~ Decrease during Closing
balance control the year the year balance
F—35 T
FBE PEAGRE REEM REFD FREE
Share premium BARE - 199,002,149.07 19,587,504.71 (218,589,653.78) -
Other capital reserve EtEALNE 27,883,109.16 - 2,256,750.75 - 30,139,859.91
27,883,109.16  199,002,149.07 21,844,25546  (218,589,653.78) 30,139,859.91
Note 1:0n 30 April 2017, the capitalization in the amount of RMB157 million i1 R2017F4H30H - #LEE) 7715 M 4

was unilaterally conducted by Yangzhou Diesel Engine Co., Ltd. (“Former
Yangzhou Diesel”), being minority shareholder of Weichai Power
Yangzhou Diesel Engine Co., Ltd. (“Yangzhou Diesel”), a subsidiary of
the Company, based on the rate of RMB1.55 per share (being the net
asset value per share as at the record date of 30 June 2016) by using
the capital reserve in the amount of RMB244 million originating from its
investment in year 2009. Upon completion of capitalization, Yangzhou
Diesel was owned as to 61.02% by the Company through its wholly-
owned subsidiary Weichai Power (Shanghai) Technology Development
Co., Ltd. (“Shanghai Technology”) and as to 38.98% by Former Yangzhou
Diesel. The balance of capital reserve amounting to RMB87 million was
then capitalized by Shanghai Technology and Former Yangzhou Diesel
in proportion to the then latest shareholding ratio of 61.02% and
38.98% respectively. On 31 May 2017, Shanghai Technology injected
an additional RMB150 million to Yangzhou Diesel and, based on the
net asset value of RMB1.34 per share of Yangzhou Diesel following the
completion of capitalization of capital reserve on 30 April 2017, obtained
an additional new share capital of amount RMB112 million. Subsequent
to that, Yangzhou Diesel became owned as to 66.78% by Shanghai
Technology and 33.22% by Former Yangzhou Diesel. The balance in
the amount of RMB38 million as capital reserve was then capitalized by
Shanghai Technology and Former Yangzhou Diesel in proportion to the
then latest shareholding ratio of 66.78% and 33.22% respectively. The
aforesaid series of shareholding changes contributed to an increase in the
share premium of the Group of RMB42,667,682.63.

ANNUAL REPORT 2017 F#R

AR AR ([55]) 2 LEREL
INEEB B R E TR A ([EHL]) X
H2009F K ETHHKIERNBARYE
2.44187T - HEEEI54£2016F6 30 /&
HEFA GRS FEEARE1.557T
ERBREE B HEIERAI57F
T ° SERK R B IR B 1B BN L Al A
2EFRAMEE N (L) RIBER
BRAA([ LR H61.02% -
E1GLEM HE38.98% - FIfR B AR NFEA
R#0.871E7T 1 _F) SR FIE 55128
RF61.02% H138.98% #9 I8 #E L 4 7]
FEEEIZAGAR o R2017465H31H » L&
B 115 5618 I8 EA R ¥1.5187T -
T ITRE 5462017 F4H30H ER N
B RARTERL 1 ) RFEEARE
1.34 T (EATRIBE - RIZFTIERA
1.12187T ° SEpKAIIRIE/EIE B LIBFRIF
15t 66.78% + E #5415 H33.22% -
FIAEE DA RH0.381ETIEBEAR R
WA AR RE G LI RS
66.78% F133.22% £ B #& Lt 1 [F] £L 2
IEIRA o Ut - L E—RIREZE)S]
BAREFE R DNFEIR AR 5 B AR
42,667,682.637T °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
44. Capital reserve (Continued)

45,

Note 2:In 2017, the Company acquired the additional 9,300,000 shares of its

subsidiary, KION GROUP AG through Weichai Power (Luxembourg)
Holding S.a r.I. (“Weichai Lux”). Upon the completion of acquisition of
new shares, the percentage of shareholding remained unchanged at
43.26%. This equity transaction led to a decrease of RMB9,776,743.51 in
the share premium.

Note 3:KION GROUP AG, a subsidiary of the Company, repurchased shares

for use in equity-settled share-based payment, leading to a decrease of
RMB14,947,636.88 in the share premium.

Note 4:The Company received state-owned capital operation budget of

RMB77,000,000.00 for use in technology innovation and construction.
Pursuant to section 20 of the General Principles of Finance for Business
Enterprises (&2 8774 4), “Finances obtained by business enterprises
shall be dealt with according to the following: (1) Where it is direct
investment by way of capital injection from the state, the state capital or
state-owned capital reserve shall be increased according to relevant state
requirements”, the amount was taken to capital reserve.

Note 5:For the increase in capital reserve arising from equity-settled share-based

payment, please refer to Note XI. Share-based Payment. In particular,
under the share-based payment project applicable to staff members
of KION, the exercise of rights thereunder by staff members led to an
increase of RMB7,649,584.90 in the share premium of the Group. The
other increase in capital reserve arising from equity-settled share-based
payment amounted to RMB3,166,007.94.

Other comprehensive income
Other comprehensive income, on a cumulative basis, attributable
to parent as shown in balance sheet is as follows:

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIEBHRETEZIREFRE(E)

44.

45,

i

it2

23

24

#15

NE(E)

20179 + KR ali@BHLEE S (ER
R)FREMAA]([HLEEEFE]) T
B F 2> A]KION GROUP AG #2 % it 17
9,300,0004% + K RFTHR 3R fH 3 &) 52 5k
# - BHREEOITE - 1543.26% « %
B R BB R RNFERAHEAR
#9,776,743.517T °

K2 E]Z F 2 & KION GROUP AG [3]
BROUARERZEEMRD
Sl EARRNFERA B D ANRYE
14,947,636.887T °

AR A FIE & ARAEETEE AN
R #77,000,000.007T FH R 1 B 37 i
32 R EHFBBERDE = 1K1
FEMRESEAR AR - BAKTIER
B (—)BREXEERE « E4E
AH) - IZFREIR B B MBI R AR
REEEERRE|ZHTE - HREA
BARFE -

T At B AR 17 35 11 5| R E AR A FEAY
- 2EMF— - RGE - B
4 FEKIONE LR Z(HBEAF - F
BITiTIESI A EBERNFERA ) E
EIA R 7,649,584.90T » A 1w it
ER 7 S (15| AR EBEE R NFEHR M
PIABRH3,166,007.945T °

Hitim & W
BERBRTEENE AR HEMER
B REHERER

1January 2016 Increase/(Decrease) 31 December 2016 Increase/(Decrease) BEXNMEGU@INY]
216F1A1H EHEE 20165124318 EREE 20175128318
Changes arising from re-measuring net assets E3it &z 2l (375736,013.12)  (18421562651)  (559951,639.63) 104152,091.05 (455,799,548.38)
or net liabilties of defined benefit plan FERENFEERY
Share of investee's other comprehensive  {E25% MR B B (164,648,572.83) (928,656.44)  (165,577,229.27) 328076728 (162,296,461.99)
income not to be reclassified into profit ENERBRNAMETA
or loss using the equity method bErZANOE
Share of investee’s other comprehensive B E MERIRE EII(A 34,155,708.14 518,499.84 34,674,207.98 1.967,785.30 36,641,993.28
income to be reclassified into profit or BENEEERNEEA
loss using the equity method WERZENNE
Change of fair value of MHHESBEELS 59,200,000.00 (6,000,000.00) 53,200,000.00 6,353,967.55 59,553,967.55
avalable-for-sale financial assets BEE
Effectve portion of cashfiow BeREENNENTS 666390675 (664998%.80) (983099005 (2598496043  (85,815,95048)
from hedging
Exchange differences on B RBRITEER (146,434,780.43) 302,362,500.73 155,927,72030  (1,165,770,648.29)  (1,009,842,927.99)
foreign currency translation
Relevant income tax effect TEENEHE 84,286,077.71 37,699,324.71 121,985,402.42 (31,992,630.14) 89,992,772.28
(502,508,673.78) 82,936,145.53 (419,572,528.25)  (1,107,993,627.48)  (1,527,566,155.73)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

45. Other comprehensive income (Continued)

45. H@%AW

Incurred in current period for other comprehensive income:

2017

Other comprehensive income not to be
reclassified into profit or loss

Changes arising from re-meastring net assets
or net liabilites of defined benefit plan

Share of investee's other comprehensive
income not to be reclassified into profit
or loss using the equity method

Other comprehensive income to be
reclassified into profit or loss
Share of investee's other comprehensive
income to be reclassified into profit or
loss using the equity method
Change of fair value of
available-for-sale financial assets
Effective portion of cashflow from hedging
Exchange differences on
foreign currency translation

NENEENERBRNER
FAWE

EHERRR B ETAE
@ﬁ&%&ﬁ

R n MERREBNTY
ENBEBRNANGS
YRR ZAHOE

IERENBERRNAL
Raka

R TARRAENME

RENBERBNMENSANE

HEENNE
THHESBEEDLEERD

BEREERNEND
NEEFTEER

Less: Amount
recognised in
other
comprehensive
income in
previous period
and recognised
in profit or

loss in

current period
W HERA
EftiralE
REREE  ENEARE

Incurred pre-tax

23974228.22

7,583,835.60 -

4,548,740.90 -

44,067,793.70
(273,099,700.92)  (274,062,041.78)

(2,097,085,797.10) -

<& E

rRA W

(%)

Attributable

BRI A

Attributable

to parent to minority
company interests

1 1

EESLR kR

7122414746 84,505,828.10
3,280,767.28 4,303,068.32
1,967,785.30 2,580,955.60
927180653  37,133,885.87

(33,967,485.76)  16,477,387.12

- (1,165,770,648.29)  (931,315,148.81)

(2,090,010,899.60)  (274,062,041.78)

78,358,793.46  (1,107,993,627.48)  (786,314,023.80)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 170 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

258

2016

45. Other comprehensive income (Continued)

B ISR RMEE(EE)
2017128318 (AR T)

h - SHEIBHRRERIREZE(E)

45,

Less: Amount
recognised in

Hibim & W ()

20164

other
comprehensive
income in
previous period
and recognised
in profit
or loss in Attrbutableto ~ Attributable to
Incurred pre-tax currentperiod  Less: income tax  parent company  minority interests
i R:IE N
Atirals FELY
T EHE) B i FEEAT Rl
Other comprehensive income not to be NEREENEEBRNER
reclasified into profit or oss GelE
Changes arising from re-meastring net assets B ERTIRAEFERE
or net liabiltes of defined benefit plan FEENED (514,026,803.89) - (27478328 (148713,02838)  (242,598,992.22)
Share of investee's other comprehensive income Bk TERE B EfL
not to be reclassiied into profit or THENERERN
loss using the equity method ApialatEEnnE (1,753,632.01) - - (928,656.44) (824,975.57)
Other comprehensive income to be recassified LB ENEEBADEMEANE
into profit or loss
Share of investee's other comprehensive income B35 TR A BfI b4
to be reclassified into profit or loss RENRERGNENGE Ya
using the equity method SEX:Tiglye 979,111.20 - - 518,499.84 460,611.36
Change of fair value of M ELBEE N BEE
available-for-sale financial assets (6,000,000.00) - (900,000.000  (5,100,000.00) -
Exchange portion of cashflow from hedging BEREEBNERES 24560062034 321,467,546.25 (3229,605.60)  (65,203,170.22) (7,434,150.09)
Exchange differences on foreign currency ERRNEER
translation 693,620,537.49 - - 30236250073 391,258,036.76
41841983314 32146754625  (126,844,388.88)  82,936,145.53  140,860,530.24

WEICHAI PoweER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
46. Special reserve

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

46. HIE{HE

2017 20174
At the beginning Increase during  Decrease during At the end
of year the year the year of year
FAHE RERM REFRD FRBE
Safety funds TREED 98,711,320.61 61,531,924.51 (41,887,347.74) 118,355,897.38
2016 2016%F
At the beginning Increase during Decrease during At the end
of year the year the year of year
FABHE REL RERD FRHE
Safety funds ZEEED 78,839,437.56 46,796,631.92 (26,924,748.87) 98,711,320.61

47. Surplus reserve

47. BEpANFE

2017 20174
At the beginning Increase during  Decrease during At the end
of year the year the year of year
FURE RERM FEHD FRBE
Statutory surplus reserve EERBDLE - 616,811,881.87 - 616,811,881.87
2016 20164
At the beginning Increase during Decrease during Atthe end
of year the year the year of year
FABE RELM RERD ERHE
Statutory surplus reserve EERBDE 1,207,988,900.22 298,750,686.67  (1,506,739,586.89) -

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.

RBEAREMABZRMBE - KA
R R EN10%IRBUAE B AT
T ATERBATEABTBEAARRARG
fEAR50% A L&Y - B NEIRER ©
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHUBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

48. Retained earnings 48. K7 EcFH
2017 2016
20174 2016%F
Retained earnings at beginning of year, /& EYR D B FH
after adjustment 27,905,900,916.04 26,930,133,835.41
Net profit attributable to ) SYNG]
shareholders of the parent % SR A0 ) 6,808,342,544.23 2,441,188,631.73
Less: Appropriation of surplus reserves W IRMBHBAE Note V. 47
Wiztd - 47 616,811,881.87 298,750,686.67
Dividend payable on ordinary JER & imik
shares in cash & T 2,199,240,602.90 799,723,855.60
Dividend payable on ordinary FERT T @A
shares in scrip AR = ARF 3,998,619,278.00 -
Distribution to original shareholders A—1ZHIT
prior to the date of combination EAMEAM
involving entities under common BEREHDE
control - 7,001,600.00
Business combinations involving B—fHT
entities under common control rEAG - 43,674,598.77
Addition and reduction of shares of =0 mADFRE
subsidiaries and others & dn B EoAd 787,729.07 316,270,810.06
Retained earnings at year end FRADEFE 27,898,783,968.43  27,905,900,916.04
On 8 June 2017, the Company's 2016 profit distribution proposal MR2017F6 A8AH « ARF2016F E
was considered and approved at the Company’s 2016 annual BREBFRE  2017FF—XRARK
general meeting, the first class meeting of the holders of A REHM2017FE—AHRBRRSZ
shares in 2017 and the first class meeting of the holders of H FHRBB016FEMEPBE AR -
shares in 2017. Based on the total share capital of 3,998,619,278 RAFR0165F12 A31 A REEARE
shares as at 31 December 2016, the Company distributed to all f%753,998,619,2780% A& - A28
shareholders a cash dividend of RMB2.50 (including tax) and BREFI0RIRERSAF2.50m (&
issued 10 bonus shares (including tax), for every 10 shares held, i) FIRFZRARIOKR(ES) T~E&
without any capitalisation of reserve. Cash dividend amounting to MEAESEIERA - HIRER S RF
RMB999,654,819.50 and bonus shares totaling 3,998,619,278 AR #999,654,819.507T & A% Z R FI
shares were distributed. 3,998,619,278f% °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

48.

49,

Retained earnings (Continued)

On 30 August 2017, the interim profit distribution scheme 2017
was reviewed and approved at the sixth meeting of the fourth
session of the Board, as mandated by the shareholders in general
meeting. Based on the 7,997,238,556 shares, representing
the total share capital of the Company, all shareholders were
entitled to cash dividend of RMB1.50 (including tax) for every
10 shares held, without any capitalisation of reserve, totaling
RMB1,199,585,783.40 in cash.

Minority interests

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

48.

49.

Interests attributable to minority holders ~ SFBRE BRI RAOER
of ordinary shares

Interests attributable to holders of
other equity instruments of minority
shareholders

BREN R RAMESTA
FEENER

ROBEFE(E)

2017F8 A30H » AAFMENX
EXeRBERRAFTFASNRE &
BB T2017FRENALRE R
LA X B 48 B% 7K 7,997,238,556 % & &
gomErERRERSIOREEReLA
FMARB150T(ER) - TEMAE
SEEBRAR - HRBERSRIARE
1,199,585,783.407C °

DR REDR

2017
20175

2016
201645

16,062,191,085.87 12,660,143,842.51

5,053,277,241.69 -

21,115,468,327.56

12,660,143,842.51

On 14 September 2017, Weichai International Hong Kong
Energy Group Co., Limited, a subsidiary of the Company, issued
perpetual bond of par value of USD775 million, nominal interest
rate of 3.75% and with interest payable every six months. Total
net proceeds after deduction of issue expenses amounted to
RMBS5,053,277,241.69.

The perpetual bond was issued with the guarantee provided
by the Company for its subsidiary Weichai International Hong
Kong Energy Group Co., Limited, without maturity date, without
conversion right, and dividend distribution may be deferred for an
indefinite number of times at the discretion of the Company.

As at 31 December 2017, change in other equity instruments issued
and outstanding was as follows:

At beginning

of year

FAHE

Perpetual bond

Issued during
the year
FERAT

5,053,277,241.69 -

R2017F9A148 » ARAZFRAA
HEBBR (BB EREEBR AT
BITHEERT.7SEFRTT ZEMEA
3.75% -+ BSEER A6ME AR KERE
MBRETEARESESHREAAR
#5,053,277,241.697C °

ZEKBEERRNRRR TR A MR
BR(EB)EREEARAAREHRER
17 EEEA - BERE - BHK
BB HARRRIEER - ATXR
BRI o

M2017912 8318 » BITEINIEAM
EXT AT ¢

Redeemed
during the year
FERE

At end of year
ERBE

5,053,277,241.69
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTES 170 KEY ITEMS OF CONSOLIDATED

Bt 5 4R R Bl 5E (78)

2017 12A31H(AE%T)

FINANCIAL STATEMENTS (CONTINUED)

50. 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.

50. ERWARKA
WABRREAREREXEBBREPES
MEXBREMBKRA - AEERTE
XBETELEMNEXBEFAMGER
B REEFHNREREHEER
HEHEEMHIE
FHED SR ERHEE WA LERE -

=
2N

h - SHIEBHRETEZIREFRE(E)

SFEA R E M

2017 2016
2017% 20165
Revenue Revenue Cost
0N A AR

Y

Principal operations
Other revenue

147,928,875,941.24 115,141,628,613.82  91,147,837,519.65  70,166,935,796.12

3,640,516,295.39  3,326,001,484.52

2,035,683,864.89

1,933,047,262.51

151,569,392,236.63 118,467,630,098.34  93,183,521,384.54  72,099,983,058.63

Revenue is listed as follows:

BEWAIIRINT

Revenue from principal operations
Sales of goods and others
Revenue from forklift truck production,
warehouses technology and supply
chain solution services

EEEBBA
HEEmMREM 89,552,556,147.34
NELE - BERME
HIESERE R T RIRFS A
58,376,319,793.90

2017
20175

2016
2016%F

50,084,856,176.62

41,062,981,343.03

147,928,875,941.24

91,147,837,519.65

Other revenue HAnZERWA

Sales of materials SHEM R 2,651,520,228.76 1,378,457,250.81
Lease income HEWA 109,938,790.82 90,634,219.24
Sales of power HESH 107,269,705.33 51,143,589.11
Provision of non-industrial labour IRMHIET 24 35,518,016.04 36,311,349.82
Others EHith 736,269,554.44 479,137,455.91
3,640,516,295.39 2,035,683,864.89

151,569,392,236.63 93,183,521,384.54
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

51. Taxes and surcharges 51. Bl RMM

2017
20174

2016
20164F

City construction tax WER 242,314,233.46 149,224,459.50
Educational surtax HEEMM 174,571,328.09 106,722,593.87
Property tax BER 131,515,330.38 78,648,803.35
Stamp duty ENFERR 68,764,995.67 27,443,642.06
Land use right tax T E R 67,682,278.60 45,168,952.39
Tax on vehicles and vessels B 166,470.02 70,418.03
Business tax R - 21,266,720.78
Others HAith 53,054,051.28 22,312,607.36
738,068,687.50 450,858,197.34

52. Distribution and selling expenses 52. $HEEH
2017 2016
20175 2016%F
Staff costs BT 3,823,060,663.81  2,926,081,314.02
After-sales and product return fee =B REMREER 2,214,253,095.77  1,313,510,092.17
Freight and packaging BBEREESE 1,103,450,765.47 849,338,881.28
Marketing expenses misHAER 862,083,257.22 860,457,615.44
Depreciation of fixed asset BEEBEIE 487,681,729.87 289,395,778.41
Travel expenses EIRE 331,674,036.26 296,756,097.87
Lease expenses HEZE 308,768,421.56 254,342,720.12
Office expenses BN 115,345,844.61 116,039,805.10
Others HAith 1,091,452,677.32 738,706,680.45

10,337,770,491.89

7,644,628,984.86
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

53. General and administrative expenses

Bt 5 4R R Bl 5E (78)

2017 12A31H(AE%T)

h - SHIEBHRETEZIREFRE(E)

53. EEHEH

2017
20174

2016
20164F

Staff costs B I 5,069,079,540.20 3,750,318,591.79

Experiment expenses and ARELFAEER
development expenses 1,112,877,324.03 603,705,105.04
External support fee INER TS B 782,492,493.68 860,231,740.50
Depreciation of fixed assets BEEEITE 749,746,865.24 723,039,998.91
Office expenses WRE 356,154,313.32 301,294,950.12
Fuels and materials PR R L B 273,922,139.48 234,936,282.62
Lease expenses HEE 186,290,566.43 144,963,283.67
Travel expenses EiRkE 143,118,219.94 121,575,898.64
Repair expenses EEE 58,827,020.93 56,283,598.86
Vehicle usage fee BHIREAE 37,415,507.30 22,666,768.89
Transportation charges EEE 20,256,214.95 22,675,990.92
Heating expense i 16,547,981.52 4,363,692.69
Promotional expenses EEEEE 8,255,887.20 11,450,644.56
Taxes Be - 97,194,985.48
Others Hib 786,603,670.44 696,978,044.02
9,601,587,744.66  7,651,679,576.71

AFEEVBERIEBETEAARE
12,600,000.00 7T & & ¥ £ Lt it
EMBERAT(206FE : AR
12,600,000.007T) °

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 (2016: RMB12,600,000.00).

264

54. Finance expenses 54. BIEEH
2017 2016
20175 20165

Interest expenses F B H 1,395,035,066.86  1,283,661,384.66
Less: interest income B R BUA 957,162,142.94 791,203,913.76
Exchange gains/ losses FE 5 B 137,957,206.19 (169,021,029.72)
Handling fees and others FEENHEM 14,922,841.47  (124,613,556.34)

590,752,971.58

198,822,884.84

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)
54. Finance expenses (Continued) 54. BB (&)

2017 2016
20175 20164F

Interest expenses: FEXH -
Interest on bank loans, overdrafts and other ~ SFRZEZZPEERITE -
borrowings wholly repayable within 5 years 5% & Z b BRI F 8 965,847,035.77 872,647,321.70
Interest on finance leases REHEENF S 379,443,755.49 378,539,161.67
Other interest E b F| S 49,744,275.60 32,474,901.29
1,395,035,066.86 1,283,661,384.66
55. Impairment loss of assets 55. BEREBRX
2017 2016
20175 2016%F
Loss from bad debt ERER 334,608,903.56 203,391,237.88
Loss due to decline in value of inventories FEMEEL 523,177,863.21 500,487,435.43
Impairment loss of available-for-sale assets AHEESRERERERNLX - 5,135,800.00
Impairment loss of fixed assets Bl EEREEX 330,929,591.63 4,555,003.96
Impairment loss of construction in progress  fEi& TR EIE %k 19,008,097.79 24,000,000.00
Impairment loss of intangible assets BIZEEMEERSX 437,876,180.32 246,840,894.30
Impairment loss of goodwiill [EESERER LN 238,071,400.00 -
Impairment loss of long-term prepaid expenses & 84354 & R (182 66,467,500.35 -
1,950,139,536.86 984,410,371.57
56. Profit or loss on change of fair value 56. AREEZEER
2017 2016
201745 20164
Financial assets at fair value through AR EBETEAES
profit or loss for the current period FABHBESNSMEE 221,743,174.60 (132,244,826.16)
Incl: forward contracts Hrh  mHIAHD 221,743,174.60 (132,244,826.16)
warrants and cash compensation RAHERE &
BEmE 14,589,198.32 -
Cross currency interest rate swap instruments XX &8 F|EF#HT A (135,563,484.51) (23,076,012.83)

100,768,888.41 (155,320,838.99)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V.

266

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
Investment income

Bt 5 4R R Bl 5E (78)

2017 12A31H(AE%T)

57. RE&EW=S

2017
20174

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

Gain arising from re-measurement of
equity interests originally held
during business combination

Gain on interest rate swap realized in cross
currency interest rate swap contracts

Others

h - SHIEBHRETEZIREFRE(E)

2016
20164F

AR E N R RE
RE WS

AR ESREERER
B HEEUS IR E Y

84,871,118.66

18,778,014.33
EERAREREELN
wEWE -
ESHPEREHEIRE
B REEENKES
18,334,528.08
R EBFREHRE LT
FIRAF S B 27,830,078.11
EAh 4,109,006.67

87,250,957.31

22,859,118.45

7,953,705.80

2,426,310.93

153,922,745.85

120,490,092.49

58. Gain/(Loss) on disposal of assets

58. BEEREWS

2017
20174

Gain on disposal of fixed assets

Gain on disposal of other non-current assets

BEEEERENE
HibIFneEERENS

65,550,293.37
19,180,342.95

(1B %)
2016
20164
6,358,837.63

(14,082,463.85)

84,730,636.32

(7,723,626.22)

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

31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES To KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
59. Other income
Government grants charged to profit or loss for the current period
are presented as follows:

2017

20175

Income of financial subsidies BT H R

49,920,287.21

Government support fund BT e

13,296,096.99

Amortization of deferred income BN

46,474,351.20

Amortization of deferred income BB

15,618,600.00

Others Hit

36,729,562.72

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

59. Hfhliss
SEAEHHRENBUTHEBIIT

Extraordinary
profit and loss

Related to recognized
2016 assets/income in 2017
HAE/ HA20174

2016 YA FREMES

Related to income

- il gayEls 49,920,287.21
Related to income

- B E 13,296,096.99
Related to assets

- HEENRHS 46,474,351.20
Related to income

- B iAE 15,618,600.00
Related to income

- BB 36,729,562.72

162,038,898.12

- 162,038,898.12

During the period, the government subsidy received by the
Company and amortized via deferred income amounted in total to
RMB162,038,898.12, including the following:

(M

During the year, the Company and its subsidiaries received
the special funding from the Foreign Expert Bureau of
Shaanxi Province under Shaan Wai Zhuan Fa [2017] No.
23 Shaanxi Province 2017 Key Project for the Import of the
Second Batch of Foreign Technology and Management
Talents; received the special funding in support of corporate
development for year 2017 from Xi'an Economic Technology
Development Area Management Committee under Xi Jing
Kai Fa [2017] No. 507; and other income including financial
subsidies and refund of land use taxes, in a total amount of
RMB63,216,384.20;

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 RMB36,729,562.72;

During the year, the Company and its subsidiaries amortized,
via deferred income, government grants including land
refunds and position stability subsidies, in a total amount of
RMB62,092,951.20.

AN A e 378 308 A R MK s 6 T
O ALFRESEAFARY
162,038,898.127C * H :

(1)  AERRRRTARBEKRINE
E%[2017123 5 PR L 2017 F 5
THESIERINE C BEASE
ZHEB RS - UEMRAAINEE
RREBNHEEES  RIEA
& FIEE[2017]507 SR A5 70 22 45
BRI EEZ g EMN2017
FEIRHOXERIEES U
R EoAh - TE B Bl B AN b R
iR EREBRBMA LT ARKE
63,216,384.207T :

) AEXRRZFRAIPRAER
AEARARRE LB
[2016]01 5 ER1S L% | LI B B & A
HiEEReBISER LT ARE
36,729,562.727T

B) AFARRRTAFREENS
B 5 0B IR R A R AR
WAEEBRAEEF AR
62,092,951.207¢ ©
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60. Non-operating income 60. EEIMIA
Extraordinary profit
and loss recognised
2017 2016 in the Year 2017
FA0175E
20175 20165 FEFLER

Government grants BF#EE - 207,041,138.37 -
Profit from debt restructuring  EHEEFE 398,646.26 12,733,578.95 398,646.26
Reversal of provision for Hiv B EREER

other liabilities 18,697,475.20 45,145,113.86 18,697,475.20
Others Hith 279,486,780.31 376,414,761.75 279,486,780.31

298,582,901.77

641,334,592.93

298,582,901.77

Government grants charged to profit or loss for the current period

are presented as follows:

Income of financial subsidies

Government support fund

Value added tax subject to rebate

Amortization of deferred income

Amortization of deferred income

Others

EZCEI T ON

BEHE S

KRR RIEER

BN BH

BT EH

Hfty

SEAE RSB HEEIIT

2016
20165

Related to
assets/income

REE /H SR

- 102,643,777.99

- 260,900.00

- 49,494,647.75

- 33,420,363.44

- 19,112,832.00

- 2,108,617.19

Related to income
Bz AR
Related to income
EGayicl
Related to income
B
Related to assets
HEEIRH
Related to income
L Gayicl
Related to income

ey

- 207,041,138.37

WEICHAI PowER Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

61. Non-operating expenses 61. EHEIHIZH
Extraordinary profit
and loss recognised
2017 2016 in the Year 2017
SFA20175 8
017% 2016 FHERIRS
Loss from debt restructuring EREREL 6,858,529.83 2,586,996.56 6,858,529.83
Loss on stock-taking of non-current assets FNPEERERX 88,208.78 219,683.20 88,208.78
Donation expenditure HiMEH 6,048,000.00 5,564,653.57 6,048,000.00
Others Hify 148,224,539.54 105,900,426.03 148,224,539.54
161,219,278.15 114,271,759.36 161,219,278.15
62. Expenses by nature 62. BRRMESE
The supplemental information of the Group’s cost of sales, REELERAKN HEBR  BTREE
distribution and selling expenses, general and administrative ARBUEE > ENHREROT

expenses which are categorized by nature is as follows:

2017 2016
20175 20164

Materials used FERHME 93,481,706,631.64 59,078,033,385.07
Movement of inventories of finished goods — ERK M IEEMTFEEE)

and work in progress (3,265,158,006.45) (4,065,796,947.90)
Staff remuneration Hek T 37 P 21,889,669,721.17 16,303,904,929.03
Depreciation and amortization expenses WEBMBEER 7,360,513,736.49  6,026,837,410.95
Rental e 1,626,184,279.42  1,290,020,436.25
Others Hi 17,314,071,972.62  8,763,292,406.80

138,406,988,334.89 87,396,291,620.20
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V.

270

NoTES To KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

62. Expenses by nature (Continued)
Effect of purchase price allocation on total profit
For a business combination involving enterprises not under
common control, the cost of business combination should be
allocated between the identifiable assets and liabilities acquired
on the date of acquisition, and assets and liabilities should be
accounted for at fair value and are subsequently measured
(“purchase price allocation”). The purchase price allocation of
the Group primarily arose from the acquisition of KION GROUP
AG and Dematic Group. In this year, the two purchase price
allocations stated above resulted in a decrease in profit before tax
of RMB2,306 million (2016: RMB608 million).

63. Income tax expenses

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIBHREEZIREFRE(E)

62. ERERMESE(E)

B OB 7 B4 T B AE s 2 &
REBER—ZH TEEESHP - B
EARZEBCEAMAATEERISHA]
WREENMAGBZHEIE - SHE
E - BEAARBEARIETEE
ATE((EHYEE #]) - A5EE
REMHEEIEEZRA WEKION
GROUP AG }Dematic Group * &A% £
MAIEA FHEES B D REEF A
FEAREE23.0618L(2016%F « AR
#6.08{87T) ©

63. FISHi&EHR

2017
20174

2016
20164

Current tax expenses EHMEHER
Deferred tax expenses RIEFTSBIE A

3,383,858,150.73
(2,039,957,430.43)

1,467,719,825.72
(426,326,705.55)

1,343,900,720.30  1,041,393,120.17
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)
63. Income tax expenses (Continued)

The relationship between income tax expenses and the total profit is

63. FIEHEM (&)
PS8 B A A B R B R 51 R i

listed as follows: T

2017 2016

20164

20175

Total profit et 10,522,267,498.12  4,637,646,771.44
Tax at statutory tax rate AR EMIIE 5 Note 1  2,630,566,874.53  1,159,411,692.86
Effect of different tax rates BRE RFELFAREA i Note 2

applicable to parent company TR ENZE

and some subsidiaries (636,856,922.41) (269,340,327.32)
Effect of tax rate adjustment on TR P F IR i+ Note 3

opening deferred tax MmEz e (709,009,626.43) (8,406,876.21)
Adjustments to current tax of HLARTHAR & BAFT1S A

previous periods EEEEES (135,364,765.99) 2,890,836.39

Profit and loss attributable to

associates and jointly-controlled

BENEE RS ZE AT

OBk

enterprises 24,345,057.42 (7,541,386.53)
Non-taxable income mAMB R A (216,861,142.24)  (127,809,991.84)
Expenses not deductible for tax TR E A 197,019,189.82 111,377,381.60

Tax incentives on eligible expenditures FR&F & &R S i imE A
RES (220,304,739.96)  (118,835,074.26)

Utilization of deductible losses from

FRART S E & AT

prior years g (40,694,150.62)  (20,719,117.47)
Unrecognized deductible losses REER B AT INEE 390,457,907.61 300,884,554.36
Effect of unrecognized deductible ARHERRHY A A 1

temporary difference EHNTE 86,627,127.35 27,797,496.54
Others H (26,024,088.78) (8,316,067.95)

Tax expense at the Group's effective

tax rate

BEAKEERRETER
PriSii & A

1,343,900,720.30  1,041,393,120.17

Note 1:The Company is subject to a statutory tax rate of 25%.

Note 2:The PRC income tax of the Group is calculated based on the estimated
taxable income gained in the PRC and applicable tax rate. Tax arising from
the taxable income in other regions is calculated at applicable tax rate
according to existing laws, interpretations and practices of the country in

which the Group operates.

Note 3: Tax rate applicable to Dematic Group, a subsidiary of the Group, adjusted
from 35% to 21% under the tax reform in the United States of America.

No provision for Hong Kong profit tax has been made as the Group
had no taxable profits arising in Hong Kong for the period.

21 ARAVEEFER25% -

W2 0 AEEET EE AR R GG
JERBT RSB E AT - BA

R RITERE  BREASE
vl RIREA N A E -

i3 AE[EZF 2 E]Dematic Group &2 E]
Bz ZEFE B35 %AEF21% °

R ARERERESE L EEHRH
B BURER BB NS RE -
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31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES TOo KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)

FINANCIAL STATEMENTS (CONTINUED)
64. 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:

64. FRWE
EXGRKGERREBNARR LB
PR E BDF AR - BR A EITES
TR INETEBGEE -

ARG AR HMT

2017 2016
20175 20164

Earnings &
Net profit of the current period attributable BB N T L@
to ordinary shareholders of the Company PR SR & FFE

6,808,342,544.23  2,441,188,631.73

Shares & 17
Weighted average number of the ordinary RAREITEINERR
shares outstanding of the Company Ry 8R(AET)
(Note 1) 7,997,238,556.00 7,997,238,556.00
EPS (RMB/share) FhdE (T R) 0.85 0.31
The Company holds no material potential shares that are dilutive. AREBES AHEBIEBER -

Note 1:0n 8 June 2017, the Company’s 2016 profit distribution proposal was
considered and approved at the Company’s 2016 annual general meeting,
the first class meeting of the holders of A shares in 2017 and the first
class meeting of the holders of H shares in 2017. Based on the total share
capital of 3,998,619,278 shares as at 31 December 2016, the Company
distributed to all shareholders a cash dividend of RMB2.50 (including
tax) and issued 10 bonus shares (including tax), for every 10 shares
held, without any capitalisation of reserve. Cash dividend amounting to
RMB999,654,819.50 and bonus shares totaling 3,998,619,278 shares
were distributed.

65. Notes to items in cash flow statement
Other cash received relating to operating activities

i#1: R2017F6 H8H » AR A2016F &
REREFAG « 2017FF— KAKRHE
REFHEM2017FE—KHRR R &%
FEBA2016FEFIEAI AR - A
ARREI20169F12 31 H AEEA M4
f873,998,619,278/k BEEZ + 2
BREFI10RREBEAF250 (&
B FBERAIRIOR(EH)  TF
WMAECEERA - LRFEHE 2 RF
A B #999,654,819.50 T * A& Z S FI
3,998,619,278/% »

65. MEREREETE
W EI A wh BIAT &% B FF R 2

2017 2016
20175 2016%F

Interest income F WA
Government grants AT BN
Others EAth

916,595,975.10 805,761,508.70
171,902,784.47 192,732,103.93
40,921,727.06 337,060,916.84

1,129,420,486.63  1,335,554,529.47
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31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
65. Notes to items in cash flow statement (Continued)

Other cash paid relating to operating activities

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

BeReRABTEE)
XITEMEE T B BT

65.

2017
20174

2016
20164

Cash settlement of confirmation business RABEBRE2TAE

After-sales and product return fee =B REMmRE

Marketing and external support fee MEFEMEBMINIY S

Freight and packaging BEENPE

Office expenses /N =

Travel expenses ZIRE

Payments for early performance of partial WEEEE R ITDER
contracts in acquisition of Dematic RATEA S

Others Hith

1,921,990,895.64
1,842,525,097.36
1,652,831,638.10
1,161,122,487.72
471,500,157.93
474,792,256.20

2,556,945,666.92

1,528,197,389.70
803,345,411.60
1,732,140,000.50
1,050,257,202.43
417,334,755.22
418,331,996.51

461,827,027.60
2,511,023,697.46

10,081,708,199.87

8,922,457,481.02

Other cash received relating to investing activities

WENE MR &R B) B R A

2017
20175

2016
20164

Land-related and asset-related
government grants
Others

B8 b M & 2 AR BA Y ER T 4R B

HAl

184,782,284.00
1,670,803.75

142,461,742.00
72,634,378.80

186,453,087.75

215,096,120.80

Other cash received relating to financing activities

WEIR M EE LB RHH 2

2017
20174

2016
20164

Bill financing
Others

SEME
HAl

37,419,091.20

58,758,147.20
2,145,536.35

37,419,091.20

60,903,683.55
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B ISR RMEE(EE)
2017 12A31H(AE%T)

V. NoTeEs To KEY ITEMS OoF CoNsOLIDATED hHh - SHUBEHREZIAEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
65. Notes to items in cash flow statement (Continued) 65. HEREREBEHITE(E)
2017 2016
Acquisition of minority interests in subsidiaries #& &+ 7 A% - 1,312,757,958.12
Business combinations involving entities under [ —$2 4| NS H
common control - 252,860,238.60
Handling fee for guarantee for borrowings EBRERERITFESE 614,339,555.79 200,692,162.40
Repurchase of shares by subsidiaries TN T BB 34,146,350.43 20,328,092.80
Others Hi 8,928,036.00 45,321,870.26
657,413,942.22  1,831,960,322.18
66. Supplement to cash flow statement 66. RERERBREER
(1) Supplement to cash flow statement (1) HEnEXHTEN
2017 2016
20175 20164
Net profit SEAE 9,178,366,777.82 3,596,253,651.27
Add: Loss in impairment of assets o BERERK 1,950,139,536.86 984,410,371.57
Increase in special reserve HIARERIZ N 19,644,576.77 19,871,883.05
Depreciation of fixed assets and BT EEKREN
investment properties BEHIENTTE 5,087,923,091.92  4,532,261,154.52
Amortization of intangible assets A Y 2,184,810,743.30 1,407,364,132.63
Amortization of long-term REVGEBREHE
prepaid expenses 92,017,318.71 87,212,123.80
(Gain)/Loss from disposal and BREMREETEE -
retirement of fixed assets, EEEMEM R
intangible assets and other BEm () 1Bk
long-term assets (76,357,836.84) 7,723,626.22
Loss from change of fair value ARBEEHEKX (100,768,888.41) 155,320,838.99
Finance expenses BIisEH 963,560,080.39 463,285,652.15
Investment income BB (153,922,745.85) (120,490,092.49)
Increase in deferred tax assets EREFTIS T & E RGN (559,515,261.59) (189,403,257.49)
Decrease in deferred tax liabilities EEFTSH A AR (1,173,307,291.81) (200,560,210.86)
Increase in inventories FEHIEH (4,300,720,625.93) (3,344,030,478.74)
Increase in operating receivables EEVEEIIER g (15,139,700,993.07) (11,326,330,715.83)
Increase in operating payables B EAIE R B30 18,381,574,365.40  11,990,840,248.12
Others HAi (95,410,652.28) 186,704,544.12
Net cash flow from e R EED
operating activities WEmEFH 16,258,332,195.39  8,250,433,471.03
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31 December 2017 (Expressed in Renminbi Yuan)

V.

NoTES TO KEY ITEMS OF CONSOLIDATED

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

FINANCIAL STATEMENTS (CONTINUED)

66. Supplement to cash flow statement (Continued)
(1) Supplement to cash flow statement (Continued)
Non-cash payment of material investing activities:

ReansRk@ExEN(A)
(1) HLREXEAEF (E)
THERBENERRERE -

2017
20175

66.

2016
20164

Acquisition of long-term assets from
the endorsement of bank acceptance

HERM - RES KRR
RITRLERSEEE

bills received from the sale of goods EBERPEE
and provision of services 5,802,103,010.91 2,209,120,636.38
2017 2016
20175 2016%F
Net change in cash and cash equivalents: & MIR&EEYFE
The closing balance of cash BE N FRBEE 26,254,590,256.11 21,598,831,905.22

Less: The opening balance of cash
Less: The opening balance of cash
equivalents

B IR R F IR
B REEFEYRFY)
ERER - -

21,598,831,905.22 21,154,657,664.43

Net increase in cash and cash
equivalents

Re MRS EEBYFIEINE

4,655,758,350.89 444,174,240.79

(2)

other business units

Information related to disposal of major
subsidiaries and other business units
Information relating to disposal of major subsidiaries and

2) BEXEFAARAME

FENIFE
BREFEFRAIREAMEEE
=51

2016
20164

Consideration for disposal of subsidiaries
and other business units
Cash and cash equivalents received for
disposal of subsidiaries and other
business units
Less: Amount of cash and cash
equivalents in subsidiaries and
other business units disposal

2017
2017
BE T AR MEMEREN

BT -
BREF AR MEMEEERN
WEIWR MRS EED

37,959,549.54

- 37,959,549.54
B BET AR REMER
B EREAN

ReEEY - 37,959,549.54

Net cash received for disposal of
subsidiaries and other business units

BRETARMEMEREN
WBIHYIR S5 ER - -
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B ISR RMEE(EE)
2017 12A31H(AE%T)

V. NoTeEs To KEY ITEMS OoF CoNsOLIDATED hHh - SHUBEHREZIAEFRE(E)
FINANCIAL STATEMENTS (CONTINUED)
66. Supplement to cash flow statement (Continued) 66. RERERWAER(E)
(3) Information related to acquisition of major 3) REFTZEFRAIRAME
subsidiaries and other business units FE5E
Information relating to acquisition of major BEFEFARREMEEEBM
subsidiaries and other business units =8
2017 2016
20175 20164
Consideration for acquisition of BSF AR REAM &S E R
subsidiaries and other business units KB 55,699,773.60 16,100,278,545.70
Cash and cash equivalents paid for IS F AR REAEHER
acquisition of subsidiaries and other XNWMREMRESEEY
business units 55,699,773.60 16,100,278,545.70
Less: Amount of cash and cash W RS FARIREMEE
equivalents in subsidiaries and B ANIRSME
other business units acquired SEEY 2,159,755.20 585,608,641.70
Net cash paid for acquisition of BSF AR R EAM &y
subsidiaries and other business units YRR S EEE 53,540,018.40 15,514,669,904.00
(4) Cash and cash equivalents 4) HeRHELEFEY
2017 2016
20175 2016%F
Cash Re 26,254,590,256.11 21,598,831,905.22
Incl: Cash at bank HEoh o EFERe 138,172,603.17 6,416,580.43
Bank deposits on demand A BERF AR SRR
TR 26,110,295,839.47 21,589,174,946.34
Other cash equivalents on demand AT BERS AR S (TR E
hEBED 6,121,813.47 3,240,378.45
Other cash equivalents HEtREEEY - -
Cash and cash equivalents at end of year FKRIE& MIREGEEYHEEE  26,254,590,256.11 21,598,831,905.22
2017 2016
20174 2016%F
Cash and cash equivalents at end of year FRE®EE & 558 34,221,837,770.90 27,122,981,855.33
Cash equivalents at the end of year FRIRSHEYHREE - -
Less: Balance of restricted cash and cash & : (F A EIRHIAEH
equivalents o x| 7,967,247,514.79  5,524,149,950.11
Closing balance of cash and cash FREAe MRS EEMHE
equivalents at end of year 26,254,590,256.11 21,598,831,905.22
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31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 7o KEY ITEMS OF CONSOLIDATED h - EHEBERRETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)
67. Foreign currency monetary items 67. INEEMMIER

2017 2016
017% 2016F
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent

FR# Ex bIEIN R Ex TaAR%

Cash and cash equivalents SHES

-UsD —% 58,781,545.83 6.5342  384,090,376.76  42,455,585.61 69370  294,514,397.38
- Jpy -8 2,104,271.98 0.0579 12183735  2,403,363.00 0.0596 143,240.43
-HKD — 6,028,854.87 0.8359 5,039,519.79 2,742,923 81 0.8945 2,453,545.35
-EUR B 81,738.11 7.8023 637,745.26 1,740,617 64 7.3068 12,718,344.97
- Russian Ruble ~BEYNER  69430,158.59 0.1135  7,880,323.00 - - -
- GBP — 5 722,518.70 8.7792 6,343,136.17 2,554,054.59 8.509% 21,733,472.13
-THB %k 58,339,921.59 0.1998  11,656,316.33  100,365,249.14 0.1939 19,460,821.81

— UAE Dirhams liF
g 319,433.20 1.7790 568,271.66 579,494.1 1.8890 1,094,665.51
-SGD 3% 319,841.41 4.8831 1,561,817.59 259,265.25 4.8316 1,252,665.98

2017 2016
17% 2016F
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R E= RaARY % Ex RaAR%
Accounts receivables FEER
-USD -7 161,559,160.67 6.5342 1,055,659,867.65 122,793,052.36 6.9370 851,815,404.22
-EUR -Bn 22,197.54 7.8023 173,191.87 110,398.11 7.3068 806,656.91
- GBP —HE - - - 49,112.00 8.509%4 417,913.65
-HKD - - - - 11,389.00 0.8945 10,187.46
2017 2016
017% 20165

Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex HaARY & Ex TaARE

Other receivables E W
-USD %% 25,490.49 6.5342 166,559.96 30,464.07 6.9370 211,329.25
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31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

V. NoTES 70 KEY ITEMS OF CONSOLIDATED f - EHEBERERETZIEEFE(E)
FINANCIAL STATEMENTS (CONTINUED)

67. Foreign currency monetary items (Continued) 67. IMNEEHMIER (&)
2017 2016
17F 20165
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R E= RaARY & Ex faARE
Accounts payable JERER
-UsD = - - - 370,166.10 6.9370 2,567,842.24
-HKD —%% - - - 2,619.00 0.8945 234270
- GBP -5 - - - 30,468.00 8.5094 259,264.40
-EUR B 9,208.12 7.8023 71,844.51 9,208.12 7.3068 67,281.89
2017 2016
17% 2016F
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
¥ E= RaARY & Ex fa AR
Other payables Eft R
-USD -7 2,099,690.47 6.5342  13,719,797.45  29,193,412.06 6.9370 202,514,699.46
2017 2016
17F 20165
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
¥ E= RaARY % Ex fa AR
Short-term horrowings EHER
-UsD —X 900,000.00 6.5342  5,880,780.00 361,784.80 6.9370 2,509,701.16
- GBP —&E - - - 81,937.92 8.5094 697,242.54
- Turkish Lira ~+HEEW  91,904,468.40 17291 158,912,016.31  74,421,954.75 1.9702 146,626,135.25
- Brazilian Real -BRZELH - - - 73/452,245.15 2.1310 156,526,734.41
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31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

67. Foreign currency monetary items (Continued) 67 ~ INEEMMIER ()
2017 2016
017% 20165
Original Exchange Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex RAARY % % RaARE
Long-term borrowings KA
- Brazilian Real -BRECH - - - 25,081,672.00 21357 53,566,926.89
2017 2016
017% 20165
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex i IN R % REARE
Interest payable FERFIS
-UsD -E 4,125,000.00 6.5342  26,953,575.00 4,125,000.00 6.9370 28,615,125.00
2017 2016
017% 20165
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent
R Ex HEARY R Ex TaARE
Bond payable ERE
-USD - 398,001,603.73 6.5342 2,600,622,079.09 397,318 955.89 6.9370  2,756,201,597.01
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68. Hedges 68~ EHf
Cash flow hedging HEEER

WEICHAI PowER Co., LTD.

On 1 July 2016, Weichai International Hong Kong Energy Group
Co., Limited (“Hong Kong Energy”), a subsidiary of the Company,
used the bond cross currency swaps as hedging instrument,
and conducted cash flow hedging on the foreign currency bond
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 an equivalent of RMB2,937,122,900.00
(EUR376,443,215.46), of which the amount due within 1 year
was RMB107,814,300.00 (EUR13,818,271.54), the amount due
within 1-2 years was RMB107,814,300.00 (EUR13,818,271.54),
and the remaining portion will become due in 2020. The hedged
items would affect the profit and loss for the period of 2018
to 2020. In 2017, the loss of the hedging instrument from
changes in fair value recognized as other comprehensive income
was RMB363,247,475.12 (EUR46,225,905.15), the amount
recognized in statement of profit or loss in current year was
RMB316,717,215.88 (EUR40,384,690.95). There was no material
invalid hedge for the current year.

As at 31 December 2017, the aforesaid hedge instrument of cross
currency swap contracts were presented as financial liabilities at
fair value through profit or loss in the financial statements, with a
carrying value of RMB303,287,918.98.

AR NBRMNERAT

2016F7R1H  FTRARMEBEESR
BRREBARAR(EBER]
RXNEMEMERERERTA - 5
TE ¥ 4B E TR INE B 5 B OB R
Fo|ENRSRERSETRERE
EH - WwEMEEMRSRSLEN
Hh AR2,937,122,900.007T (BT
376,443,215.46) © R 1FREHH
&% A AR 107,814,300.00 7T ( B
JC13,818,271.54) » 152 4F N & B
") A AR #107,814,300.00 7T (B T
13,818,271.54) » FgrEE 5 #5742020
FEH - WEHIBE B EHAFEEEN
B A2018F £20204F © 20174 » 3%
ET A AREMBAEREMNARE
EEeIEL A AR363,247,475.12
Tt (B7T46,225,905.15) » ANE#EH T
BammMe @A ARY316,717,215.88
JC(B7T40,384,690.95) ° NG HEE A
BINEHME D ©

MW2017F12A318  AEE LR X
B EHRARERT AEMERET
WWRBARAREBEFEBEEZEHTA
EHEENemEE  REEEAA
[R#303,287,918.987T °



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

V. NoTeES 70 KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

68.

Hedges (Continued)

Cash flow hedging (Continued)

KION GROUP AG, a subsidiary of the Company, 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 RMB2,536,925,849.93 (EUR325,151,025.97), of
which the amount due within 1 year was RMB2,392,934,445.09
(EUR306,696,031.31), and the remaining portion will become
due in 2019. The hedged items would affect the profit and loss
for the period of 2018 to 2019. In 2017, the gain arising from
changes in fair value of the hedging instrument recognized
as other comprehensive income was RMB70,314,327.60
(EUR9,012,000.00), the amount recognized in profit or loss in
current year was RMB34,259,899.30 (EUR4,391,000.00). There
was no material invalid hedge for the current period.

As at 31 December 2017, the aforesaid hedge instrument of
forward currency contracts were presented as financial assets at
fair value through profit or loss in the financial statements with a
carrying value of RMB60,764,312.40 and as financial liabilities at
fair value through profit or loss in the financial statements, with a
carrying value of RMB18,335,405.00.

B ISR RME(EE)
2017 12A31H(AE®T)

h - SHIBHRETEZIREFRE(E)

68~ (&)

HemEEH(E)

F A A KION GROUP AG # i& B 5 (&
ARIEEHTEHMEE - BEHREIUK
HEAZNIIERBRETRESRZ
EH - -WwEHEERSRELEN
& A AR #2536,925,849.93 7T (B
JC325,151,025.97) « E&F 1F K EH
M & A AR 2,392,934,445.09
7t ( Bf 7T 306,696,031.31) + Fl 44 &
DAER2019F EH - WwEHIAE B
EHEEERNHMEA2018F 2
20194 < 20179 * ZE B T A5t
AHMEGEEREN DA BEZEHK
@A ANR%70,314,327.60 T (BT
9,012,000.00) * "RFEABZM &
A AR % 34,259,899.30 7T ( BX 7T
4,391,000.00) ° ANFF 8 K EWEH

K&

R2017F 128318 - AEE EiltirH
INEAREHTAETBHREF IR
BUARAEEFEBEEHTAES
BEMNeREENREEREEARARE
60,764,312.407C * SR BUA AR EE
AERBEEHHARHESRNSHA
ERRMEEEAARK18,335,405.00
7T o
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V.

282

NoTES TO KEY ITEMS OF CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
68. Hedges (Continued)

Cash flow hedging (Continued)

KION GROUP AG, a subsidiary of the Company, conducted cash
flow hedging on interest rate swap contracts designated to the
interest rate risk of the floating-rate borrowings for acquiring
Dematic Group, a subsidiary of the Company. The total cash
flow of the hedged item amounted to RMB100,649,670.00
(EUR12,900,000.00), including project cashflow of
RMB79,583,460.00 (EUR10,200,000.00) which become due
between 2019 and 2022, while the balance in the amount of
RMB21,066,210.00 (EUR2,700,000.00) will become due between
2023 and 2027. It is expected that the hedged items would affect
the profit and loss for the period from 2018 to 2027. In 2017, the
loss arising from changes in fair value of the hedging instrument
recognized in other comprehensive income was RMB7,014,267.70
(EUR899,000.00). No amount was taken to profit and loss during
the year.

As at 31 December 2017, the aforesaid hedge instrument of
interest rate swap contracts were presented as other non-current
liabilities (financial liabilities at fair value through profit or loss in the
financial statements) with a carrying value of RMB14,715,137.80.

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD

B ISR RMEE(EE)
2017 12A31H(AE%T)

h - SHIBHREEZIREFRE(E)

68 - EH(&)

He mEERH(E)

FAFIKION GROUP AGHHMEEI#RA
#9485 & ¥ W B8 F 2 B Dematic Group
HEBFEEBROF ERBEITR
SHEEH WEHEBERESRE
BRI E A AR 100,649,670.00
7t ( Bt 7T 12,900,000.00) » HE & &
% A A R % 79,583,460.00 7T ( B T
10,200,000.00) 1A B IR & & & 7H
2019F 22022 F B8 - FgrEH &
%A AR % 21,066,210.00 7T ( B 7T
2,700,000.00 ) i #2023 £/ 2027 £ I
H o WEMEB EHFEIBENERE
A2018F E20274F - 20174 + % EH
TEAFAEMEGEERENA R EEE
FELAEARKET,014,267.707T (BT
899,000.00) * A4FHEE ABRH D
LE

M20174E12A31H » AEE Ll FIR
ERANEHRTAEUBHREF IR
ABHEMIERBREUARREEFER
HESt \EHEXNERARE) &
HEEEAARY14,715,137.807C °



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

Vi. THE CHANGE

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 3 October 2017, KION GROUP AG, a subsidiary of the
Company, acquired 100% equity interests in Sweden-based
Nordtruck AB at a consideration of RMB49,439,613.60,
which included EUR4.8 million in cash or an equivalent of
RMB36,919,293.60 for the acquisition of 75% equity interests in
Nordtruck AB. The 25% equity interests held in Nordtruck AB prior
to the acquisition date was valued at RMB12,520,320.00 based on
the appraised fair value. The date of acquisition was determined as
3 October 2017.

On 15 November 2017, KION GROUP AG, a subsidiary of
the Company, acquired 100% equity interests in Germany-
based EisengieBerei Dinklage GmbH at a consideration of
RMB37,560,960.00, which included EUR2.4 million in cash or an
equivalent of RMB18,780,480.00 for the acquisition of 50% equity
interests in EisengieBerei Dinklage GmbH. The 50% equity interests
held in EisengieBerei Dinklage GmbH prior to the acquisition date
was valued at RMB18,780,480.00 based on the appraised fair
value. The date of acquisition was determined as 15 November
2017.

B ISR RME(EE)
2017 12A31H(AE®T)

S

VAN

SffEEEEE)

—_

FE—EH T RS

AFEEERIFA—EH TEERAMHE :

2017 F10 A3 H + "R AZF
A A KION GROUP AG A A R #
49,439,613.60 JT & ¥ (& HL 15 Ix A
Nordtruck AB 100% #J A% # - H
FoIRE480E8 I TAAR
# 36,919,293.60 jT HY 18 Nordtruck
AB 75% H A1 - IEE B 2 A A &Y
Nordtruck AB 25% & i% 8 1% F& 7T #Y
~ i BEEE ARKE12,520,320.00
JC o BB BRA2017F10A38 -

2017 F 11 B15H » KR &E2Z T
A &) KION GROUP AG LA A R ¥
37,560,960.00 7T K7 ¥ {8 HX 15 12
EisengieBerei Dinklage GmbH 100%
RIRRHE - Eh - LAIRES 2408 BT

I A& A K % 18,780,480.00 jt B 15
EisengieBerei Dinklage GmbH 50% #)
f&HE B8 A 2 Al# A BEisengieBerei
Dinklage GmbH 50% 9 % & 1% BR T {y
B A BEEEARK18,780,480.00
JC e BB BRRA2017F11 8158 -
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31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)
Vi. THE CHANGE IN SCOPE OF 7\~ SHEENEEN(E)

CONSOLIDATION (CONTINUED)

1. Business combinations not involving entities under 1. FR-—EHTEEEH(E)
common control (Continued)
The fair value and carrying amount of the identifiable assets and Nordtruck AB7#IEisengieBerei Dinklage
liabilities of Nordtruck AB and EisengieBerei Dinklage GmbH in GmbHAF M A PR EEM A BN
aggregate at the acquisition date are as follows: EHMAREEMEREEERNT
Provisional fair value Carrying amount
TEAREE FEEE
Cash and cash equivalents KA 2,159,755.20 2,159,755.20
Accounts receivable PEURER R 30,048,768.00 30,048,768.00
Fixed assets EE&E 36,629,761.20 34,149,172.80
Rental receivable MHERIKR 56,920,504.80 -
Other assets HihBE 40,315,430.40 28,483,728.00
Accounts payable JEIBRTR 28,491,553.20 27,904,663.20
Financial liabilities TRas 31,363,401.60 31,363,401.60
Rental payable HERFT 61,537,372.80 -
Other liabilties Hingfg 32,106,795.60 24,398,973.60
Share of net assets FHFEE 12,575,096.40 11,174,385.60
Goodwill arising from acquisition REELANRE 74,425,477.20
Consideration paid for combination AHEE 87,000,573.60 Notes i£1.2
Note 1:As the assessment is not completed yet, the fair values of all the 1 ARFHELERARTA - & REEH)
identifiable assets, liabilities and contingent liabilities of Nordtruck AB Nordtruck AB 7l EisengieBerei Dinklage
and EisengieBerei Dinklage GmbH are determined on a provisional basis. GmbHEIE A R & E - AEKAFER
Pursuant to the”Accounting Standard for Business Enterprises No. 20 — ER AL EEREERET - RE(DE
Business Combination”({ 1t % & 5+ % RIS 205% — (> % & 41)), recognition RETERFE209 —DEEG) K&
and measurement of the business combination have been based on B e T E B E AR Z %
provisional values. Adjustments will be made to the provisional values of BOHETT THERNEIE - HEEERE
the identifiable assets, liabilities and contingent liabilities within twelve FEI121E A ¥ [ 8 B - BEREL
months from the date of acquisition. BEENE R EEETHE -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

Vi. THE CHANGE IN SCOPE OF i\~ BiHEENEE(E)

CONSOLIDATION

(CONTINUED)

R —ZFTEEEHH(E)

1. Business combinations not involving entities under

common control (Continued)

Note 2:The amount included cash in the amount of RMB36,919,293.60 paid 22 2 BEEEALREZF R AKION
when KION GROUP AG, a subsidiary of the Company, merged with GROUP AG 7£ & ¥ Nordtruck AB # 3%
Nordtruck AB and the appraised fair value of the 25% equity interests 1 49 3 & A B # 36,919,293.60 7T Fl
held in Nordtruck AB prior to the acquisition date of RMB12,520,320.00; RIFTIEEEREE B2 Bl 155 89
as well as cash in the amount of RMB18,780,480.00 paid when KION Nordtruck AB 25% /i # i) 2 % 18 {8
GROUP AG merged with EisengieBerei Dinklage GmbH and the appraised A & #12,520,320.00 T + K K& & OF
fair value of the 50% equity interests held in EisengieBerei Dinklage EisengieBerei Dinklage GmbH #  %
GmbH prior to the acquisition date of RMB18,780,480.00. 11 89 3 & A K % 18,780,480.00 7T 1

WRIRFT I EEHEE .2 BB 8
EisengieBerei Dinklage GmbH 50 % %1%
IR (ETEA R 18,780,480.007T °
The carrying value of the 25% equity interests held in Nordtruck AB & H 2 Hi R ## & Nordtruck AB
prior to the acquisition date was RMB1,061,239.95 as at the acquisition 25% R IEEEE A e iR E B E B A
date, and the gain arising from re-measurement based on fair value R #1,061,239.957T + B L7 1B
was RMB11,459,080.05. The carrying value of the 50% equity interests EEFFSERELNFEBARE
held in EisengieBerei Dinklage GmbH prior to the acquisition date was 11,459,080.057T * [R#5 F EisengieBerei
RMB11,905,031.97 as at the acquisition date, and the gain arising from Dinklage GmbH 50% % # 7£ & & H &)
re-measurement based on fair value was RMB6,875,448.03. BREEEABARN11,905031.977T -
RS EEER A BIELAFIER
AR #6,875,448.037T °

Since the date of acquisition and up to year end, the operating Nordtruck AB#1EisengieBerei Dinklage

results and cashflow of Nordtruck AB and EisengieBerei Dinklage GmbHE BB HHEEARFERABEER

GmbH, taken individually or as a whole, has/ have no significant AitEEKRENE S REHAERS

impact on the consolidated financial statements of the Group. SRR ETE KX o

2. Newly-established subsidiaries BT AT

Newly-established subsidiaries for the year are primarily as follows:

On 5 September 2017, Weichai (Weifang) New Energy Technology
Company Limited was established jointly by the Company and
Weifang Zhongcheng New Energy Technology Consulting
Partnership (LP) with a registered capital of RMB100 million,
comprising RMB80.86 million or 80.86% being contributed by the
Company and RMB19.14 million or 19.14% being contributed
by Weifang Zhongcheng New Energy Technology Consulting
Partnership (LP).

AEEERHRFAAE

R2017F9 A58 » AR A R2
M RRMABRAAREE(ARER)
HRF AL D) FeeREHR B R
A AmMERABAREIEL  H
F o ARRIHE ARK0.80861E T -
157 & A R80.86% -« #HiYT RIRHT
BERFEITHBRAEREE(BERERE) D
EARE0.1914870 - A E AR
19.14% o
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Vi. THE CHANGE
CONSOLIDATION
2.

286

WEICHAI PowER Co., LTD.

IN SCOPE OF

(CONTINUED)
Newly-established subsidiaries (Continued)
Newly-established subsidiaries for the year are primarily as follows
(Continued):

On 15 September 2017, MAZ-Weichai Ltd. was established jointly
by the Company and the Belarus-based Minsk Automotive Plant
(MAZ) with a registered capital of USD20 million, comprising
USD14 million or 70% being contributed by the Company and
USD6 million or 30% being contributed by MAZ.

On 13 October 2017, Weifang Weichai Power Technology
Company Limited was established jointly by Weifang Shuixing
Electric Control Technology Consulting Partnership (LP), Weifang
Huoxing Electric Control Technology Consulting Partnership (LP)
and Weifang Muxing Electric Control Technology Consulting
Partnership (LP) with a registered capital of RMB176 million,
comprising RMB140.77 million or 79.98% being contributed by
the Company, RMB13.51 million or 7.68% being contributed
by Weifang Shuixing Electric Control Technology Consulting
Partnership (LP), RMB10.36 million or 5.89% being contributed
by Weifang Huoxing Electric Control Technology Consulting
Partnership (LP), and RMB11.36 million or 6.45% being contributed
by Weifang Muxing Electric Control Technology Consulting
Partnership (LP).

AR NBRMNERAT

B ISR RMEE(EE)
2017 12A31H(AE%T)

_\_

N

SffstEaEEN (18)

HRF AR GE)
AEEERHRTAREE)

m2m7$9ﬂ1551$”F%ﬁ5ﬁ%
S UEBERR IS LHEELBRA
Al P EA20008%TT - HA o K
RNEIHE,4008F T - (FEMEARR
70%  BZEBMPEC00SET 15
FMERM30% ©

MR20179F 108138 » AR A E#L
KESERMEREGEEE(BRE
%) HHAEBERINGBREREE
(BRE%) LA REEEFITHS
ERCEERER) KRR AT
L HREEREMEDR @ FMER
BARE176(ET - H - AREH
EAREN 40771870 - A EAR
79.98% * MK EBIERMEREE
TE(BERER)LEARK01351E
TC M A AR T7.68% 5 N E
BERMBRNAECEERAE) D
EANRBE010361(ET - (hEfEAR
5.89% : M AREBIERMHRE #
TE(BERER)LEARK011361E
7T (R E AR E96.45% o



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VII,INTEREST
1.

Interest in subsidiaries

Particulars of the principal subsidiaries of the Company are

presented as follows:

IN OTHER ENTITIES

B ISR RME(EE)
2017 12A31H(AE®T)

+ - EHfthEREPHIER
1. EFARPHER

ARTEEFATGERLT :

Percentage of shareholding (%)

Place of key Place of Nature of Registered FRELBI(%)
operation  registration business capital Direct Indirect
TREEH i XHIE AR B i
Subsidiaries acquired through establishment or investment
BRRUIREEAANENTAR
(1) Weichai Power (Weifang) Casting Shandong Shandong Manufacturing 460,150,000.00 100.00 -
Co., Ltd. industry
BN () BRERAT W I BEZ
(2)  Weichai Power (Shanghai) Technology Shanghai Shanghai Manufacturing 490,000,000.00 100.00 -
Development Co., Ltd. industry
HEEN (LS MEERERAR i inic BEx
(3)  Weichai Power Yangzhou Diesel Engine Jiangsu Jiangsu Manufacturing 793,885,379.17 - 66.78
Co., td. industry
RSB NN L& L& b3
BREFLF
(@) Weichai Power (Chongging) Western Chongging  Chongging Manufacturing 339,504,500.00 100.00 -
Development Co., Ltd. industry
B (EE)ERER BF R gz
BRAF
(5)  Weichai Power (Beijing) International Beijing Beijing Project 300,000,000.00 100.00 -
Resources Investment Co., Ltd. Investment
BB () ElRR IR IR BERE
ERRERRAR
(6)  Weichai Power (Luxembourg) Holding S.ar.l. Luxembourg  Luxembourg Project EUR100,000.00 - 100.00
Investment
HEB N (ERE) ERE ERE BRRE BX7100,000.00
BRERAR
(7)  Weichai Power (Hong Kong) HongKong  Hong Kong Services  USD336,242,497.00 100.00 -
International Development Co., Ltd.
e (BR) AR E £ Ri5%  %71336,242,497.00
BRERAA
(8)  Shandong Heavy Industry India India Manufacturing Rupee823,889,270.00 - 97.68
India Private Limited industry
WRETEEERELLR HE e SHE%  [£10823,889.270.00
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31 December 2017 (Expressed in Renminbi Yuan)

VII,INTEREST

288

(CONTINUED)
Interest in subsidiaries (Continued)

1.

IN OTHER ENTITIES

Bt 5 4R R Bl 5E (78)

2017 12A31H

(ARETT)

+ - EHthEREPOIER (78

1. EFLEPHERE)

Percentage of shareholding (%)

Place of key Place of Nature of Registered B BI%)
operation  registration business capital Direct Indirect
TEEEH s EBIE AR B i
Subsidiaries acquired through business combinations not involving entities under common control
FR—AHTLEAHMENTAA
(9 Shandong Huadong Casting Co., Ltd. Shandong Shandong Manufacturing 450,150,000.00 - 100.00
industry
WREBEEER AT I} W BEE
(10)  Shaanxi Heavy-duty Motor Company Limited Shaanxi Shaanxi Manufacturing ~ 3,706,330,000.00 51.00 -
industry
REEHAEARAR i i BEE
(1) Shaanxi Hande Axle Co., Ltd. Shaanxi Shaanxi Manufacturing 320,000,000.00 3.06 94.00
industry
REEEBRARAR BRE i BEE
(12)  Shaanxi Jinding Casting Co., Ltd. Shaanxi Shaanxi Manufacturing 435,360,000.00 - 100.00
industry
RESREERRAR i RE BEE
(13)  Shaanxi Fast Gear Co., Ltd. Shaanxi Shaanxi Manufacturing 256,790,000.00 51.00 -
industry
REZTRERERELAT BRE i BEE
(14)  Zhuzhou Gear Co., Ltd. Hunan Hunan Manufacturing 531,314,951.00 87.91 -
industry
HNEREREEAR il il gz
(15)  Zhuzhou Torch Sparkplugs Co., Ltd. Hunan Hunan Manufacturing 282,480,000.00 100.00 -
industry
A EAEE il il BER
BREFLF
(16)  Weichai (Chongging) Automotive Co., Ltd.  Chongging  Chongging Manufacturing ~ 2,530,410,000.00 84.33 15.67
industry
H(ER)TEARDE BE BF g%
(17)  Siciété International des Moteurs Baudouin France France Manufacturing ~ EUR33,311,180.00 - 100.00
industry
FERHZS NERERAR el el BEE Br33,311,180.00
(18)  KION GROUP AG (Note 1) Germany Germany Manufacturing ~ EUR118,090,000.00 - 43.26
industry
KION GROUP AG (1) B 28l HiEE BUT118,090,000.00
(19)  Weichai America Corp. the US. the US. Manufacturing ~ USD17,837,230.00 100.00 -

HEBNLZARLA

*8 *8

industry
BE¥ FI017,837,230.00

Note 1: On 31 December 2017, the Company held 43.26% shareholding and i1
voting rights in KION GROUP AG through Weichai Lux and was the single
largest shareholder of KION GROUP AG. Meanwhile, due to the scattered
shareholdings held by other shareholders, the Company had effective

control over KION GROUP AG.

WEICHAI PowER Co., LTD.

AR NBRMNERAT

HR2017F 1231 H » KA EJ#EBH#LE
[ 7R 7 #5 B KION GROUP AG43.26%
IR EFIZ R 4E + ZKION GROUP AG
HE—RARE  FEHREMERR
FHEBRIES AL - KR EEA EKION
GROUP AGH] EBR 214 -



VII,INTEREST
(CONTINUED)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

IN OTHER ENTITIES

Interest in subsidiaries (Continued)
Details of the changes in paid-in capital of principal subsidiaries in

B ISR RME(EE)
2017 12A31H(AE®T)

+ ~ EHEbEREPOVIES ({8

1. EFRFEPHERE)
TETRRIBRER2017FEEE L

2017 are as follows: HFHSEAT
31 December Increase Decrease 31 December
2016 during the year during the year 2017
2016124318 RS e 2017412318
Weichai Power Yangzhou Diesel HEE M S
Engine Co., Ltd. BRAR 400,000,000.00  393,885,379.17 - 793,885,379.17
Weichai Power (Chongqing) Western — #44&) /1 (E8 ) 7 26
Development Co., Ltd. BRERAR 240,000,000.00 99,504,500.00 - 339,504,500.00
KION GROUP AG (Euro) KION GROUP AG(B{yt)  108,626,000.00 9,303,171.00 - 117,929,171.00
Weichai (Chongaing) Automotive H(BE)RE
Co., Ltd. BRARFE 1,895,410,000.00 635,000,000.00 - 2,530,410,000.00

Details of the changes in paid-in capital of principal subsidiaries in

TEFRAEWER2016FEHEE L

2016 are as follows: BIRFIBAT ¢
31 December Increase Decrease 31 December
2015 during the year during the year 2016
2015%12A318 REREM xS 2016124318
Weichai America Corp. HEENILEARAR  262,811,997.28 27,526,050.00 - 290,338,047.28
Weichai Power (Shanghai) HEH (L)

Technology Development Co., Ltd. BEBRAT 340,000,000.00  150,000,000.00 - 490,000,000.00
KION GROUP AG (EUR) KION GROUP AG(B{t) 98,740,000.00 9,886,000.00 - 108,626,000.00
Hande Axle (Zhuzhou) BESEMN) aS

Gear Co., Ltd. BRAF 5,000,000.00  128,851,844.00 - 133,851,844.00
Weichai (Chongging) W (BR)RE

Automotive Co., Ltd. BRAH 1,295,410,000.00  600,000,000.00 - 1,895,410,000.00
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VII,INTEREST
(CONTINUED)

IN OTHER ENTITIES

B ISR RMEE(EE)
2017 12A31H(AE%T)

+ - EHEtbEREPHIER (F8)

1. Interest in subsidiaries (Continued) 1. HEFREPRHER(E)
Subsidiaries with material interests of minority shareholders are as GEEZELHRFEZNFRATNAT
follows:

2017 20174

Percentage of Accumulated

shareholding  Attributable to Dividends minority

minority minority  paid to minority interests at

shareholders EET shareholders  the end of year

PHBRR BRIY BHBRR EREG DY

Rt A RREH XARA RR#ER

KION GROUP AG KION GROUP AG 56.74%  1,496,658,478.77 399,235,110.56  8,681,508,693.39
Shaanxi Heavy-duty BRAEBERSEERAR

Motor Company Limited 49.00% 278,262,410.94 114,023,000.00 3,033,288,505.35

Shaanxi Fast Gear Co., Ltd. BRFEE Tt
BREARTA 49.00%  520,583,550.56  183,684,755.69 4,093,379,016.26
2016 2016%F

Percentage of Accumulated

shareholding Attributable to Dividends minority

Minority minority paid to minority interests at

shareholders interests shareholders the end of year

DERE BELH mPBRER EREMVE

Fix LBl REER AR RS

KION GROUP AG KION GROUP AG 56.74% 1,001,996,858.39 359,280,195.20  5,767,285,594.12
Shaanxi Heavy-duty SR RBEERAR

Motor Company Limited 49.00% 6,377,271.31 22,540,000.00 2,873,367,825.66

Shaanxi Fast Gear Co., Ltd. BRFE AT e
BREMRTA 49.00% 161,212,071.29 188,193,672.35 3,750,277,318.99
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VII,INTEREST

(CONTINUED)
Interest in subsidiaries (Continued)
The following table illustrates the summarized financial information

1.

IN OTHER ENTITIES

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

+ - EHthEREPAIER(

of the above subsidiaries. The amounts disclosed are before any

inter-company eliminations:

AT

==
=]

=] )

(%)

TRIAT LA FRRAEEHBE

B EAEE

Shaanxi Heavy-duty

RAREREEEZRE

SR

MHEEBATR R

KION GROUP AG  Motor Company Limited  Shaanxi Fast Gear Co., Ltd.

KION GROUP AG MAERSERRAT BELTHERERERAT
2017 20174
Current assets EEE 19,361,142,171.80 28,526,839,777.12 10,358,898,523.75
Non-current assets FrEEE 60,199,532,911.91 4,640,599,745.75 2,795,625,846.01
Total assets BEAH 79,560,675,083.71 33,167,439,522.87 13,154,524,369.76
Current liabilities AR 22,233,551,114.50 26,178,924,353.86 5,041,427,877.49
Non-current liabilties EE=l 42,091,054,033.19 1,061,368,443.12 151,360,000.00
Total liabilties BEAS 64,324,605,147.69 27,240,292,796.98 5,192,787,877.49
Revenue 2EPA 58,493,148,792.04 47,351,465,941.08 13,245,195,115.06
Net profit il 2,628,519,397.89 666,369,865.41 1,026,810,494.19
Total comprehensive income mAlREE 1,150,192,362.36 666,387,489.44 1,030,480,923.42
Net cash flows from operating activities TEEHEENTETETE 4,699,260,302.40 2,161,917,417.64 134,985,444.43
2016 20165
Current assets RHEE 17,204,518,212.00 20,550,101,220.70 8,115,279,304.18
Non-current assets FRBEE 58,717,739,931.77 4,973,998,832.36 2,779,834,958.87
Total assets EEAH 75,922,258,143.77 25,524,100,053.06 10,895,114,263.05
Current liabilities REAE 19,527,152,648.40 18,741,091,467.90 3,534,302,058.13
Non-current liabilties EREaE 46,264,166,017.75 1,288,973,227.58 61,360,000.00
Total liabilties BEAF 65,791,318,666.15 20,030,064,695.48 3,595,662,058.13
Revenue BEIA 41,062,981,343.03 24,360,435,178.19 7,588,983,747.03
Net profit SR 1,649,283,955.59 64,436,587.54 297,547,533.54
Total comprehensive income FAkeEE 1,892,281,716.04 64,482,994.14 302,792,706.96
Net cash flows from operating activities EEEHELNTENETE 4,456,956,314.80 2,197,329,132.62 767,815,044.95

The total assets of KION GROUP AG amounted to

RMB79,560,675,083.71 and its total liabilities amounted to
RMB64,324,605,147.69. The local laws and regulations have to
be complied with, subjecting the parent company to significant

restrictions on use.

KION GROUP AG B E 2 B8 A R %
79,560,675,083.717L * R EBEHETEA
R#64,324,605,147.697C * BEBEE
HMEERER  SREEHEXEE

KRR o
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VII,INTEREST

292

IN OTHER ENTITIES

(CONTINUED)

2.

Transaction resulting in changes of proportional
shareholding but not change of control of principal
subsidiaries

On 30 April 2017, the capitalization in the amount of RMB157
million was unilaterally conducted by Yangzhou Diesel Engine
Co., Ltd. (“Former Yangzhou Diesel”), being minority shareholder
of Weichai Power Yangzhou Diesel Engine Co., Ltd. (“Yangzhou
Diesel”), a subsidiary of the Company, based on the rate of
RMB1.55 (being the net asset value per share as at the record
date of 30 June 2016) by using the capital reserve in the amount
of RMB244 million originating from its investment in year 2009.
Upon completion of capitalization, Yangzhou Diesel was owned as
to 61.02% by the Company through its wholly-owned subsidiary
Weichai Power (Shanghai) Technology Development Co., Ltd.
(“Shanghai Technology”) and as to 38.98% by Former Yangzhou
Diesel. The remaining capital reserve amounting to RMB87
million was then capitalized by Shanghai Technology and Former
Yangzhou Diesel in proportion to the then latest shareholding ratio
of 61.02% and 38.98% respectively. On 31 May 2017, Shanghai
Technology injected an additional RMB150 million to Yangzhou
Diesel and, based on the net asset value of RMB1.34 per share
of Yangzhou Diesel following the completion of capitalization of
capital reserve on 30 April 2017, obtained an additional new share
capital of amount RMB112 million. Subsequent to that, Yangzhou
Diesel became owned as to 66.78% by Shanghai Technology and
33.22% by Former Yangzhou Diesel. The remaining capital reserve
in the amount of RMB38 million was then capitalized by Shanghai
Technology and Former Yangzhou Diesel in proportion to the then
latest shareholding ratio of 66.78% and 33.22% respectively.

On 11 August 2017, Former Yangzhou Diesel transferred some
of the equity interests in Yangzhou Diesel (20.45%) to Weichai
(Yangzhou) Yaxing Motor Company Limited (“Yaxing Motor”),
a related party under control of the same parent company of
the Company, and completed registration of the change in
shareholding. Upon such completion, Yangzhou Diesel became
owned as to 66.78% by Shanghai Technology, 20.45% by Yaxing
Motor and 12.77% by Former Yangzhou Diesel.

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD

B ISR RMEE(EE)
2017 12A31H(AE%T)

+ - EHEtbEREPHIER (F8)

2. HEERFRANRRER
HETHIRNRS

£B(LE

R2017F 48308  HLEE HiG ML
AR AR ([HBY])) 2 D8R RS
MEHEERETAR(TEBLED
H2009F BN EARTREAR
¥e2. 441870 - BB S20165F6 A30
AAREEATENGRFEEARY
155 LEAERREE - B EIEARAR
FERC 1B BRI A5 1R
AARNRREASETARMES N (L
) REERAERAB ([ EERHEE]
HEE61.02% © EHE(H38.98%
FepEARAREARKOS7EILAH L
BRI M Z 15 5% B & H161.02% M
38.98% A M 4 L 91 [R] Hb 83 3 AR 7R ©
M2017F58318 © EERIEEIBY
AT E AR 5B - SWIRRHLE
20174 A30 A E AR EEILAR AR 5T
HEMNTRFEEARE134TIER
GRRER - BUSIIERAARK1.12
BT - EAMRELEE B DR
Lt 66.78% + #5515t 33.22% -
T ARE0ISBILIEAEAR
& W BRI EGEIRRET
66.78% 133.22 % K AR 45 Lb 5[] £k &3

AR 57T »

SR o

MR2017F8F 118 » £HLAAR
AR — & A B f 6 B B 5 4 (15
M)EEABEARAR([GEERE])
EREBEHENT Y RE - LA
WEMBESZEELZF
& ERHRESE A SRR
D2 RHEEH2045% @ &

520.45% -

66.78% °
BEAELE12.77% o



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VII,INTEREST

(CONTINUED)

3.

Interest in jointly-controlled enterprises and

associates

IN OTHER ENTITIES

Particulars of the principal jointly-controlled enterprise and
associates of the Company are presented as follows:

B ISR RME(EE)
2017 12A31H(AE®T)

+ - EHfthERRPHIER (18)

3. HEEELFEMBELXETER

ARREER
R -

BRELEMBLELENE

Percentage of shareholding (%)

Place of key Place of Nature of Registered FEREB(%) Accounting
operation  registration Business capital Direct Indirect treatment
TEE B i, GGy B BE  gxEm
Jointly-controlled enterprise
REhE
(1) Xi'an FC Intelligence Transmission Shaanxi Shaanxi Manufacturing 500,000,000.00 - 51.00 Equity Method
Co., Ltd. (Note 1) industry
BEREREVESERAR(H1) bR B gz B
Associate
B %
(1) Shanzhong Finance Leasing Co., Ltd. Beijing Beijing Finance lease 1,100,000,000.00 19.565 19.565  Equity Method
EREREERAT IR IR RERE B
(2)  Shandong Heavy Industry Shandong Shandong Finance 1,600,000,000.00 31.25 6.25 Equity Method
Group Finance Co., Ltd. company
WRETEEHBEARAA I} WE HBRFE R

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.

1 RAEEBFEALE SR EE AR A ]
51%R1E + SO R R BB AT
HEBEEGRET RG] ([{EEEE])
TR (FE) REFRE R[4
w# ) RESFBA4%F45% - EFE
EHEEEFHR  AF=EHAEE
FE - —FHEEERE(T  BI=F
HFEREEZET  IRIKAAIERAE
EBEORATEEEC SR EEAS
HEERA AN EEERE
RAFBRAEFE ETE -
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31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

VII.INTEREST IN OTHER ENTITIES + - EEfhFEDPHIER (F8)
(CONTINUED)
3. Interest in jointly-controlled enterprises and 3.

VRS SRS L

294

Current assets
including: cash and cash equivalents
Non-current assets

MBEE
Heh: REMBLEEBY
FERBEE

344,159,079.23
45,410,730.31
253,524,097.39

associates (Continued) (#&)
The Group holds 51% equity interest of Xi‘an FC Intelligence AEERFEALEREREDERA
Transmission Co., Ltd. (“FC Intelligence Transmission”), which is Al ([R5 EE) |)51%ME - &5 EH)
principally engaged in the production of automatic gear boxes. It TELEBDREE  /AKEEZR
is a key jointly-controlled enterprise of the Group and is accounted MEEhE  AEEHZELERER
for using equity method in the Group’s accounts. Rz EZE -
The following table illustrates the summarised financial information TRINRTOLEREREHERA
of Xi'an FC Intelligence Transmission Co., Ltd. The amounts ANMEEER  BLMBEEART
disclosed are adjusted for differences in accounting policies and AR HRER ARG EARANBTR
reconciled to the carrying accounts in this financial statement: REEE SR
2017 2016
20174 20164

259,055,738.02
26,578,025.61
282,363,834.03

Total assets BEAT 597,683,176.62 541,419,572.05
Current liabilities nEBE 375,034,877.09 288,143,590.15
Non-current liabilities JEmEBAE - -
Total liabilities afEes 375,034,877.09 288,143,590.15
Minority interests DE R RS -

Shareholders’ equity attributable to the Parent

BENERANBIRER

222,648,299.53

253,275,981.90

Shares of net assets based
on percentage of shareholding

BRBLHIZEFEENTR

113,550,632.76

129,170,750.77

Carrying value of investment WERNEEER 106,244,043.95 129,176,924.53
2017 2016
20175 20164
Revenue EEWA 206,817,806.36 102,316,082.57
Income tax expenses FrisiiE A -
Net losses FEE (23,621,287.56) (56,615,440.06)
Total comprehensive income f= A |l >4 g (23,621,287.56) (56,615,440.06)
Dividend received U3 B9 AR F) - -

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

31 December 2017 (Expressed in Renminbi Yuan)

VII,INTEREST IN OTHER ENTITIES
(CONTINUED)

3.

Interest in jointly-controlled enterprises and
associates (Continued)

The Group holds 37.50% 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
to the carrying accounts in this financial statement:

mEEE

Current assets
including: cash and cash equivalents

B ISR RME(EE)
2017 12A31H(AE®T)

+ - EHEtbEREPHVIER (F8)

EEELENBEbEFNES
(#&)
AEEHEFSLURETEEVEBREA
BI([IWRETI B AF])37.50% (&
- WREBTIHB AR ARNEERMHE
G FE - #BEREMGSRRE
RAEESENHECE  AEEHY
ZEECERAEREZE -

TRINRT IWRETHBRE N
B8 ELYBEEABRTAEES
BRERBPHERAPBEHRREE S
o

2017 2016
20175 20164

Hep  RENREFEY

17,606,355,393.06
11,496,560,615.14
6,257,307,742.03

13,061,825,783.59
3,991,548,827.44
3,185,962,195.47

23,863,663,135.09

16,247,787,979.06

21,360,351,767.57

14,909,198,503.43

21,360,351,767.57

14,909,198,503.43

Non-current assets IEMENEEE
Total assets BEAGT
Current liabilities DEIN=NE
Non-current liabilities FERBEE
Total liabilities AaEes
Minority interests DEAR R R

Shareholders’ equity attributable to the Parent

BN QRN R R

2,503,311,367.52

1,338,589,475.63

Shares of net assets based on percentage of shareholding &35 I LL 7| = A HYHE E D 58

938,741,762.82
962,366,597.64

267,717,895.13
267,764,440.23

Carrying value of investment RENEREEE
Revenue EEIRA

Income tax expenses FriSti & A

Net profit FHAE

Total comprehensive income RS ey G
Dividend received W21 A B

450,500,880.95

(64,186,642.58)

192,410,971.89
192,410,971.89

2017
20174

2016
2016%F

307,265,720.75
(50,542,027.29)
151,477,876.81
151,477,876.81
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

VII.INTEREST IN OTHER ENTITIES + - EEth T2 PaViER (&)
(CONTINUED)
3. Interest in jointly-controlled enterprises and 3. GEEECENBELEPNES
associates (Continued) (#8)
AEEFBLEREHERR AR
(MUEREME )39.13% M4 - IUE
BMERERASE R AEEMLIHER
REMEMEXBRYG  BASEE
EMBEDE  AEBHZBEME
RAEDAZE -

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.

TERINRTUEREHEEBRARN
MBER  ELMBEERABRTAE
AR REREBRMERM B HRKRIE

The following table illustrates the summarised financial information
of Shanzhong Finance Leasing Co., Ltd.. The amounts disclosed are
adjusted for differences in accounting policies and reconciled to

296

WEICHAI PowER Co., LTD.

the carrying accounts in this financial statement: HSFE
2017 2016
20174 20164
Current assets MENEE 4,039,618,427.45  3,694,191,024.27

including: cash and cash equivalents

i BeAHSSEY

357,158,613.19

378,284,773.24

Non-current assets SEMEEE 906,214,006.89  1,027,039,058.28
Total assets BEAG 4,945,832,434.34 4,721,230,082.55
Current liabilities nEBE 3,051,818,481.73  2,659,160,427.05
Non-current liabilities FEREBEE 715,688,167.77  1,019,928,727.35
Total liabilities AaEes 3,767,506,649.50  3,679,089,154.40
Minority interests DER R RS - _

Shareholders’ equity attributable to the Parent

FEN QRN R R

1,178,325,784.84

1,042,140,928.15

Shares of net assets based
on percentage of shareholding

BRBLAIZENFEENSR

461,078,879.61

407,789,745.19

Carrying value of investment REME®EE 461,023,063.87 407,713,378.98
2017 2016

20175 2016%F

Revenue EERA 270,908,662.76 245,795,275.35
Income tax expenses S ER (16,017,411.56) (14,221,900.19)
Net profit FFE 46,252,334.09 42,282,252.86
Total comprehensive income AW EBER 46,252,334.09 42,282,252.86
Dividend received egalizoliel - -

AR NBRMNERAT



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VII,INTEREST

IN OTHER ENTITIES

(CONTINUED)

3.

Interest in jointly-controlled enterprises and
associates (Continued)

The following illustrates the combined financial information of the
associates which, individually, are not significant to the Group:

B ISR RME(EE)
2017 12A31H(ARKT)

+ -

Associate B EE

P
=
Total carrying value of investments KEREEBEASST

1,109,302,210.02

fEHthE RS PHVIER (78)

EEELENBELETIRER
(%)
TRINRTHAKEERTER/OR
HEEENARVBES

2017 2016
20175 20164

740,316,048.12

The total amount of the following calculation based on the
percentage of shareholding:

Net profit FAE
Other comprehensive income Hibsr & s
Total comprehensive income e WEmEsa

TR BERFRLE DI EME S

2017 2016
20175 20164

42,861,801.05
22,303,978.46
65,165,779.51

69,146,305.78
17,013,548.94
86,159,854.72

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 RMB13,762,474.97 (2016: RMB14,818,765.59) and
RMB50,416,465.93 (2016: RMB36,653,990.97) 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
RMB525,653.08 (2016: RMB1,849,033.12) and RMB7,266,532.64
(2016: RMB6,740,879.56) respectively.

MR ASEEBHRARETFIERNDE
RARTEBERERIMELRER A
&t&ﬁﬁ%ﬁ%ﬁ@kﬁ%ﬁ@%ﬁﬁﬁ&@
RIBARFEERE  URBRERE
MEREEEN REMEE FEK LR
FARET R AR D BRABIFIREM
REESRCET AR - REBARF
KRB RERNREBRESEI A
A R #13,762,474.97 7T (2016 4 :
AR #14,818,765.59 7T ) M A R #&
50,416,465.93 7T (2016 FF : AR ¥
36,653,990.977T) °

RAAREEERERAREAEAR
NATBAERERIINELAELE A
&tEﬁEM\{%EW/W%%mEEE
RIEEMNFERE  UWRHARER
EMEEEENLEMES @K
%1%3:_@(/‘(,9%%/1@%@ jx??x
EMRHBREZRLETAR &%
BEAFERRFRERNEEELS
o B A AR#S525,653.087T (2016
£ ANR#1,849,033.127L) MAR
#:7,266,532.647C (2016 F : AR
6,740,879.567T) °
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31 December 2017 (Expressed in Renminbi Yuan)

VIII.R1SKS ASSOCIATED WITH FINANCIAL
INSTRUMENTS
Financial instruments by category
The carrying amounts of each category of financial instruments as

298

1.

at the balance sheet date are presented as follows:

2017
Financial assets

Financial assets

B ISR RMEE(EE)
2017 12A31H(AE%T)

I\, BT Rigks0E R

1. &RTIEDE
EEAEXRHNSESRITANER
BEET :

20174
SREE

at fair value
through profit Loansand  Available-for-sale
or loss receivables financial assets
UAREERE
BEEZHHA
EHBEN EXA e
SREE A tRIEE
Cash and cash equivalents ERES - 34,221,837,770.90 - 34,221,837,770.90
Financial assets at fair value through ~ WAA% EfEsEAH
profit or loss FEHAE AR
MEFEE 384,067,087.32 - - 384,067,087.32
Notes receivable EWER - 25,291,238,910.52 - 25,291,238,910.52
Dividends receivable FEU LRI - 5,228,280.90 - 5,228,280.90
Interests receivable JEUFI & - 25,264,533.85 - 25,264,533.85
Accounts receivable JEUERSR - 13,572,535,350.44 - 13,572,535,350.44
Other receivables i EYGR - 857,629,220.37 - 857,629,220.37
Non-current assets due within ayear — —ERE|HIHIIERE)
BE - 1,778,971,213.80 - 1,778,971,213.80
Other current assets HitigaE - - 2,365,000,000.00  2,365,000,000.00
Long-term receivables REEYH - 5,197,814,237.00 - 5197,814,237.00
Other non-current assets AthIEREEE - 17,227,478.40 - 17,227,478.40
Available-for-sale financial assets AtHESREE - - 594,847,216.31 594,847,216.31
Total At 384,067,087.32  80,967,746,996.18  2,959,847,216.31 84,311,661,299.81

WEICHAI Power Co., LTD.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

VIII.R1SKS ASSOCIATED WITH FINANCIAL J\. BEeT BB ERKE(58)
INSTRUMENTS (CONTINUED)
1. Financial instruments by category (Continued) 1.

The carrying amounts of each category of financial instruments as

TRTASE(E)
BEAERANSHERITANKHR

at the balance sheet date are presented as follows: (Continued) EENAT(E) -
2017 (Continued) 20174 (#&)
Financial liabilities SRBE

Financial liabilities

at fair value
through profit Other financial
or loss liabilities
NAREETE
BHZEHFA
EHBRN
LRER HitemEE
Short-term loans REER - 3,174,887,395.62 3,174,887,395.62
Financial liabilities at fair value through LA 7 BE:HER
profit or loss HEHHAE
Bateras 482,880,099.94 - 482,880,099.94
Notes payable ARESH - 12,361,446,846.30 12,361,446,846.30
Accounts payable FERTERIR - 30,654,794,938.52 30,654,794,938.52
Dividends payable FEARIARF - 207,460,650.87 207,460,650.87
Interests payable JERTFIS, - 95,394,487.50 95,394,487.50
Other payables Hb AR - 7,723,245,808.19 7,723,245,808.19
Non-current liabilities —FREHH
due within one year FrEakE - 5,596,251,134.50 5,596,251,134.50
Other current liabilities HitiBa R - 820,424,695.89 820,424,695.89
Long-term borrowings REER - 15,678,594,729.35 15,678,594,729.35
Bonds payable [EfE% - 10,459,780,084.07 10,459,780,084.07
Long-term payable REEAR - 9,218,432,433.10 9,218,432,433.10
Other non-current liabilities HEftIpndaR 14,715,137.80 208,080,657.88 222,795,795.68
Total CE 497,595,237.74 96,198,793,861.79 96,696,389,099.53
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Bt 5 4R R Bl 5E (78)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)
VIIT.R1SKS ASSOCIATED WITH FINANCIAL J\. RER T HiBrI60RIR (&)
INSTRUMENTS (CONTINUED)
1. Financial instruments by category (Continued) 1. 2RIESE(E)
The carrying amounts of each category of financial instruments as EEABBERANSHESMIANER
at the balance sheet date are presented as follows: (Continued) BEMOTE)
2016 20164
Financial assets CHEE
Financial assets
at fair value
through profit Loansand  Available-for-sale
or loss receivables financial assets Total
AR BERE
BHEEFHHA
HHERA B3 AN E
PHREE FEUHIE SREE CH
Cash and cash equivalents EES - 27,122,981,855.33 - 27,122,981,855.33
Financial assets at fair value through LA/ (BEE &R
profit or loss HEHIAE
BaremiE 129,296,023.50 - - 129,296,023.50
Notes receivable BUEE - 16,742,874,274.52 - 16,742,874,274.52
Dividends receivable e AR - 9,711,108.40 - 9,711,108.40
Interests receivable TEUTRIE - 26,284,015.32 - 26,284,015.32
Accounts receivable PR R - 11,336,192,971.74 - 11,336,192,971.74
Other receivables E YR - 815275,065.78 - 815275,065.78
Other current assets HttmehgE - - 760,000,000.00 760,000,000.00
Available-for-sale financial assets AtHESREE - - 498,384,350.11  498,384,350.11
Long-term receivables RERFEYR - 4,029,736,734.00 - 4,029,736,734.00
Non-current assets due —FREIHN
within a year ERBEE - 1,463,427,824.40 - 1,463,427,824.40
Other non-current assets HiEngEE - 45335,080.58 - 4533508058
Total &t 129,296,023.50 61,591,818,930.07 1,258,384,350.11 62,979,499,303.68
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
VIII.RISKkS ASSOCIATED WITH FINANCIAL J\. BEr T B8RRI (58)
INSTRUMENTS (CONTINUED)
1. Financial instruments by category (Continued) 1. 2RIESE(E)
The carrying amounts of each category of financial instruments as EEABBERANSHESMIANET
at the balance sheet date are presented as follows: (Continued) BEOT(E) :
2016 (Continued) 20164 (4&
Financial liabilities TRIBE
Financial liabilities
at fair value
through profit Other financial
or loss liabilities Total
AR BEHE
BHEEFHTA
HHERER
PRBE Hivemak At
Short-term loans REET - 4,771,648,754.00 4,771,648,754.00
Financial liabilities at fair value NAREEHER
through profit or loss HEHIAEH
DAY =N 168,670,171.20 - 168,670,171.20
Notes payable ENEE - 8,758,864,180.54 8,758,864,180.54
Accounts payable FERTERSR - 21,897,787,394.18 21,897,787,394.18
Dividends payable FER AR - 3,822,409.44 3,822,409.44
Interests payable FERTHIE - 102,059,094.81 102,059,094.81
Other payables Hi R - 4,998,956,643.16 4,998,956,643.16
Non-current liabilities —ENEBHERE
due within one year aE - 4,624,888,126.80 4,624,888,126.80
Other current liabilities HinngaE - 167,113,822.80 167,113,822.80
Long-term borrowings REER - 30,216,115,691.85 30,216,115,691.85
Bonds payable FERES - 2,756,201,597.01 2,756,201,597.01
Long-term payable REBEMAR - 7,781,235,810.40 7,781,235,810.40
Other non-current liabilities HiEn#aE - 55,093,272.00 55,093,272.00
168,670,171.20 86,133,786,796.99 86,302,456,968.19
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VIII.R1SKS ASSOCIATED WITH FINANCIAL

302

INSTRUMENTS
2.

WEICHAI PowER Co., LTD.

(CONTINUED)

Transfers of Financial Assets

Transferred financial assets that had not been
derecognised in their entirety

As at 31 December 2017, the Group had endorsed to its suppliers
commercial acceptance bills for settling account payables with
a carrying amount of RMB7,321,000.00 (31 December 2016:
RMB4,470,316.00). 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 2017,
the Group’s settled account payables had a total carrying amount
of RMB7,321,000.00 (31 December 2016: RMB4,470,316.00).

Transferred financial assets that had been
derecognised in their entirety but continuously
involved

As at 31 December 2017, the Group had endorsed
to its suppliers bank acceptance bills, which remained
outstanding, for settling account payables with a carrying
amount of RMB11,897,133,700.14 (31 December 2016:
RMB3,868,438,322.72). There is no outstanding commercial
acceptance bill which has been endorsed to suppliers for settling
account payables (31 December 2016: RMB4,345,132.00).
As at 31 December 2017, 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 NBRMNERAT

Bt 5 4R R Bl 5E (78)

2017 12HA318(ART)
J\ - BEFE T BiBRN =R (58)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VIII.R1SKS ASSOCIATED WITH FINANCIAL

INSTRUMENTS
2.

(CONTINUED)

Transfers of Financial Assets (Continued)
Transferred financial assets that had been
derecognised in their entirety but continuously
involved (Continued)

As at 31 December 2017, the book value of the Group’s
outstanding, discounted bank acceptance bills amounted to
RMB19,718,076.84 (31 December 2016: RMB5,170,000.00). As at
31 December 2017, they were due within 1 to 6 months.

In 2017, 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.

Bt 5 ¥R R it 5E (78)

2017 12A31H(ARKT)
J\ - BE R T BiBRN =R (58)

TRMEEER (&)
BB I ERIBREESANE
BETHEE(E)

R2017612A318 » REBRIIEN
ERBRTEALEZHNEREREEAA
[R#19,718,076.847C (2016412 B 31
B : AR#5,170,000.007T) ° %2017
F12A318 - AREIBR1E6(ER -

201748 - AEENEEE ARRN
M/HBRIAEAX - ANEE &4
B NERIERSREESFEM
REERNRERER - BEMRR
ERFERBUIEEL -

£mIT AE R
AEFNTESHTE  BRHTETA
o BIEER - BRES - JHEE
CHEE EBESE - BLEEHT
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EREMEREENAR - RN
FREREE  ENRERRRENER
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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 2017, the Group has no significant concentrations
of credit risk as 9.67% (31 December 2016: 8.11%) of the
Group's accounts receivable were receivables due from the top 5
customers.

AR NBRMNERAT

TRt T AmEk(E)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VIII.R1SKS ASSOCIATED WITH FINANCIAL
INSTRUMENTS (CONTINUED)

3.

Financial instruments risks (Continued)

Credit risk (Continued)

Further quantitative data in respect of the Group’s exposure to
credit risk arising from accounts receivable and other receivables
are disclosed in Notes V.4 and 8.

Liquidity risk
The Group maintains balance between continuity and flexibility of
capital through bank loans and debts to manage its liquidity risk.

The Group’s objective is to maintain a balance between continuity
and flexibility of funding through the use of bank borrowings,
bonds and other interest-bearing borrowings. As at 31 December
2017, 67.50% (31 December 2016: 51.47%) of the Group's
borrowings would mature in less than one year.

B ISR RME(EE)
2017 12A31H(AE®T)

I\~ Eert T R8RSR R (78)

3. SmTAERME)
1=/ B (&)
7 52 (3] T R Uk B ORI L A R LA EE A
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AEBRBFARITERREBER
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INSTRUMENTS

(CONTINUED)

3. Financial instruments risks (Continued)
Liquidity risk (Continued)
The table below summarizes the maturity profile of financial

liabilities based on the undiscounted contractual cash flows:

2017

Less than
3 months

HR3MEA

Short-term loans

REER(ER)

3 months
to 1 year
MMANLZ1E

3. TETARRGE
BT (AF)
TREET LMEEEATANER
R R AR SRR ST -

20174

1 year

to 5 years
1EU LRSS

Over 5 years
SENE

(including interest) 866,817,254.54  2,376,242,936.43 - - 3,243,060,190.97
Notes payable S 7,154,836,577.50  5,203,928,106.60 2,682,162.20 - 12,361,446,846.30
Accounts payable JERERA 26,760,880,833.30  3,814,588,121.12 79,325,984.10 - 30,654,794,938.52
Dividends payable FERTRRA 88,639,615.24  118,821,035.63 - - 207,460,650.87
Other payables HiEfsh 7,484,108,282.34  239,137,525.99 - - 7,723,245,808.33
Non-current liabilities due within ~ — % | £849

one year (including interest) ErHEE(RR) 1,388,580,537.75  4,553,741,613.25 - - 5,942,322,151.00
Other current liabilities L8 E=L - 820,424,695.89 - - 820,424,695.89
Long-term borrowings REER(EE)

(including interest) 74,222,267.96 322,725,761.73  15,559,304,891.90  1,105,763,998.27 17,062,016,919.86
Bonds payable EREH(RE)

(including interest) 59,297,480.00 177,892,440.00  8,871,142,139.68  2,305,579,650.00 11,413,911,709.68
Long-term payables EHEAHR - - 928867650000  418,983510.00  9,707,660,050.00
Other non-current liabilities EIERBaE - 195,330,580.49 27,465,215.19 - 222,795,795.68

43,877,382,848.63 17,822,832,817.13 33,828,596,933.07  3,830,327,158.27 99,359,139,757.10
Financial liabilities at fair value WAREEAEE
through profit or loss EEHHAEH
EameReR
Cash inflow REmA 148,501,186.75  1,572,420,936.75  8,758,970,384.69 20,285,980.00 10,500,178,488.19
Cash outflow BEmil (89,723,785.13) (1,571,380,555.13) (8,476,969,390.50) (12,483,680.00) (10,150,557,410.76)

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
XII.4 for the actual exposure amount.

WEICHAI POWER Co.,

LTp. #XRBNRMERLT

Bt eraEgsanRamid K
SEEBVBKERSRASAEBEF
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
VIII.LRISKS ASSOCIATED WITH FINANCIAL J\ ~ gt T BiBEasV= R (58)
INSTRUMENTS (CONTINUED)
3. Financial instruments risks (Continued) 3. RITAERRGE)
Liquidity risk (Continued) JEENEE e (AE)
2016 20164
Less than 3 months 1 year
3 months to 1 year to 5 years Over 5 years Total
DR3EA EANLEEIE 1ENFESE SELLE ait
Short-term loans EHEY(58)
(including interest) 60,357,039.97  4,741.887,784.89 - - 4,802,244,824.86
Notes payable EfZE 3,158,842,283.07  5,580,169,321.87 19,852,575.60 - 8758:864,180.54
Accounts payable NS 18,659,757,851.67  2,531,652,299.20  706,377,243.31 - 21,897,787,394.18
Dividends payable JE A IR 1,470,000.00 2,352,409.44 - - 3,822,409.44
Other payables HEN 3,666,634,811.33  754,853,70090  577,468,130.91 - 4,998,956,643.14
Non-current liabilities due within -+ —4 3|5y
one year (including interest) ErHEE(SE) - 4589457,13173  346,023,344.62 - 4,935480476.35
Other current liabilities Hitrgas - 167,113,822.80 - - 167,113,822.80
Long-term borrowings REEZ(ZE)
(including interest) 266,593,716.24  799,781,148.72 3046351694577  2,351,807,316.73 33,881,699,127.46
Bonds payable (including interest) et (42) 58,343,103.92  90,83453425  3,258,954,580.00 - 3,408,132,218.17
Long-term payables REERR 769,316,531.70  2,307,949,595.10  7,467,781,397.20  313,454,413.20 10,858,501,937.20
Other non-current liabilities HitErges - 55,093,272.00 - - 55,093,272.00

26,641,315,337.90  21,621,145,020.90 42,839,974217.41  2,665,261,729.93 93,767,696,306.14

Financial liabilities at fair value WAREEER

through profit o loss HEHTAEH
BaNeRak
Cash inflow BERA - 3,307,788,360.00  1,539,542,760.00 - 4,847,331,120.00
Cash outflow BETH - (3,453,193,680.00) (1,627,955,040.00) - (5,081,148,720.00)
As at 31 December 2017, other secured obligations in respect of R2017612 A318 - REBEHMNESE
the Group’s commitments to external parties are detailed in Note HtRBEENSEFRME = -
XIl.
Market risk 5
Interest rate risk T 7 2
The Group’s exposure to the risk of changes in market interest RNEBEEERS TS EEBH R FE
rates primarily relates to the Group’s financial instruments with a ZHEAEE VTSN EFENETMT
floating interest rate. BER -
The table below is a sensitivity analysis of interest rate risk for TRAEFBREKEMEEFARNER
subsidiaries in China and Hong Kong. It reflects the effects on the AE’J@(E‘Z% AT R TEEMEE
net profit (through the impact on floating interest rate of financial BRRET - FMRELSIE - A4
assets and liabilities) and net other comprehensive income after tax, E’] AR ENFIER CGRIBEFENF
when there are reasonable and potential changes in interest rates, KEMEENBBEMNTE) MEMIE
under the presumption that other variables remain unchanged. War e FHESNTE -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VIII. RISKS ASSOCIATED WITH FINANCIAL
INSTRUMENTS (CONTINUED)
3. Financial instruments risks (Continued)
Market risk (Continued)
Interest rate risk (Continued)

2017 20174
RMB AR
RMB AR

2016 20164
RMB AR
RMB AR

Benchmark
increase/
(decrease)

m/ CEd)

5%
(5%)

5%
(5%)

The table below is a sensitivity analysis of interest rate risk for KION
GROUP AG. It reflects the effects on the net profit or loss (through
the impact on floating-rate 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.

2017 20175
RMB AR
RMB AR

2016 20164
RMB AR
RMB AR

308

WEICHAI Power Co., LTD.

R NRMBERAT

Benchmark
increase/
(decrease)

HE
m/ (R)

50 bps
(50 bps)

50 bps
(50 bps)

B ISR RMEE(EE)
2017 12A31H(AE%T)

I\~ BRER T RigRsE R (48)

3. TRIARRGE)
5 ()
FEE R (&)

Net other
Net profit comprehensive

or loss
increase/
(decrease)

FER
2,/ (Fs)

(8,028,408.98)
8,028,408.98

(11,787,096.24)
11,787,096.24

income after
tax increase/
(decrease)
HiiRE e
OpiTREYE
#h0,/ Ch4)

TR AKION GROUP AGH|
M RBTEEMEETENKRET - FIE

AR ARNEDE -
BEFDFE S MAEMEA &

Equity
increase/
(decrease)
MR
A
=N

&,/ (HD)

(8,028,408.98)
8,028,408.98

(11,787,096.24)
11,787,096.24

[\ ) BRURK M 2

4% EE GB
VRE)ME

iR B WE IR FRELNTE -

Net other

Net profit comprehensive

or loss
increase/
(decrease)

FR®
1/ (i)

3,020.04

income after
tax increase/
(decrease)
HitiR e Wz
B BTEE
#h0,/ (GRd)

76,991,686.85

Equity
increase/
(decrease)

76,994,706.89

(9,297,836.20) (38,034,721.12) (47,332,557.32)

(7,810,969.20)
(6,400,756.80)

(7,810,969.20)
(6,400,756.80)



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

VIII.R1SKS ASSOCIATED WITH FINANCIAL

INSTRUMENTS
3.

(CONTINUED)

Financial instruments risks (Continued)

Market risk (Continued)

Exchange rate risk

The Group has transactional currency exposures. Such exposures
arise from sales or purchases in currencies other than the
operational unit's functional currency.

The table below is a sensitivity analysis of exchange rate risk for
subsidiaries in China and Hong Kong. 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 fair value of hedging instrument), when
there are reasonable and potential changes in exchange rate,
under the presumption that other variables remain unchanged.

Exchange rate

increase/
(decrease)
Ex

Ifilj\

2017 2017%

If RMB weakens against USD ARBHETLEAE 5%
If RMB strengthens against USD AR ¥ETTHE 5%
If RMB weakens against EUR AREHBTEE 5%
If RMB strengthens against EUR A RESEITTIHE 5%

The Group has entered into cross currency interest rate swap
contracts in respect of corporate bonds issued by subsidiaries in
Note V.37 and the other equity instruments issued by subsidiaries
in Note V.49 in order to manage the expected cash flow fluctuation
arising from changes in exchange rate.

Bt 5 ¥R R it 5E (78)

2017 12A31H(ARKT)
J\ - BE R T BiBRN =R (58)

SR T BE R
T E % (E)
V& 7
AEEABRRTSHUENEZRRR - 1A
L Bex PR A 4 28 BE v A L B0 BR A B A
SN E T TR S S ERAB TR ©

(%)

TRAFBEKNEMESE T AREXRE
E’]iﬁ(ﬂzl*_{ ST RELT EHMES
"""" BOBET L/{Tﬁfrﬁlm\ﬁg[??

I/\fi AIREME B - BEFIER

(MR EEHEENSEEHABENAR

EESML) EMIRE WEmmMTEFE

(ARERTANAAEBEE ) EE
(E/%o

Net other

Net profit comprehensive
or loss income after Equity
increase/ tax increase/ increase/
(decrease) (decrease) (decrease)
Hitt4R & Was MR ER
HRE B &R a5t

#m/ () #mCRD) (R

60,363,439.64 - 60,363,439.64
(60,363,439.64) - (60,363,439.64)
31,411.44 - 31,411.44
(31,411.44) - (31,411.44)

AREBHMEER 370 FRAREITH
PEESFRMTR - 490 FRRET
MEMED TARITINEENEE
BANEEEMRNEXRZS S ENTE
HREREND -

Net other

Net profit ~ comprehensive
Exchange rate or loss income after Equity
increase/ increase/ tax increase/ increase/
(decrease) (decrease) (decrease) (decrease)
Hithhra e RS
IE;E /EFT Bix BT iE FaE (=) :#

#2im/080)  #wmSCh)  Em 0L i CRd)
2016 20165

If RMB weakens against USD AREHETHRE 5%  39,934,203.77 - 39,934,203.77
If RMB strengthens against USD AR EETFHE 5% (39,934,203.77) - (39,934,203.77)
If RMB weakens against EUR AREHBTRE 5% 571,953.10 - 571,953.10
If RMB strengthens against EUR AREHBTHE 5% (571,953.10) - (571,953.10)
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(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 hedging instrument), when there are

reasonable and potential changes in exchange rate, under the

presumption that other variables remain unchanged.

B ISR RMEE(EE)
2017 12A31H(AE%T)

I\~ BRER T RigRsE R (48)

eI ERR(E)

5 ()

P K7 iz (4

T % A KION GROUP AG [E %= [, [& 1)
BRMEDN - KT EEMBEETE
BT » LTAFINEE R B A A
2 AREME BN - BEFEERE(ER
ERMEEMEBEEENAREE
o) FEAMEZA W F5E (A
REBIEMNARBESL)EENT
428 o

Exchange rate

2017
If EUR weakens against GBP
If EUR strengthens against GBP

If EUR weakens against USD
If EUR strengthens against USD

2016
If EUR weakens against GBP
If EUR strengthens against GBP

If EUR weakens against USD
If EUR strengthens against USD

WEICHAI Power Co., LTD.

increase/
(decrease)
Ex
#m,/ (RD)
201745
BUTH RN E 10%
BUTE REFE 10%
BoTHELRE 10%
BUTEEILAE 10%
20164
BUTHRERE 10%
BUTHREHE 10%
BoTHELRE 10%
BUTEEILAE 10%

AR NBRMNERAT

Net profit
or loss
increase/
(decrease)

FRE®
1/ (D)

Net other
comprehensive
income after
tax increase/
(decrease)
HitiR e Wz
B BTE
i/ (RD)

Equity
increase/
(decrease)
R RS
At

2,/ (Rd)

(2,259,864.45) (87,555,928.83) (89,815,793.28)

1,933,472.54

71,636,669.23

73,570,141.77

(108,601,008.78) (48,771,114.70) (157,372,123.48)

88,594,435.03

(19,677,212.40)
16,140,721.20

(117,880,604.40)
94,045,822.80

39,903,639.35

(69,122,328.00)
56,554,632.00

128,498,074.38

(88,799,540.40)
72,695,353.20

(32,003,784.00) (149,884,388.40)

26,187,571.20

120,233,394.00
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VIII.R1SKS 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 2017. 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 listed 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\~ BERe T RiBRIs0 @R (48)

3. SmTAERME)

5 ()

tEam TAREESRER

Hm TEREBERRR  2E#ERMT
BHEH A EEERZEEOKFEAE
BBAHEEHE (MR ENRR - B
2017F12A318 - AEBREERAR
HAHEERETARE (HMiER
12) BRI HEeE T BN E M E £ MRS
TEREERRRBRZT - ANEEIFE
WEmEE TERETEFFIFHTE
CWHEBEBGERAUTSRERT

fen =t

TRIAT EFEEMEERFT
B AEENFEDMEMES KE
MBRFEYS ETRETARENR
REENSS%NNEH(AEERRGBR
HERE B ERER) BRI - A
BRMESTME - YRAHREEEE

TARE  HEEREAYTHNE
HETARADN L BESDHEE
% B ALY SREOAESEE -

Net other
Carrying Net profit comprehensive
amount or loss income after Equity
of equity increase/ tax Increase/ increase/
investments (decrease) (Decrease) (decrease)
HipiRe W
BT ARE RRE OpTRE e C]
REEE #in/0E82) Bh0ED)
2017 2017
Equity investments BRI ARE
Available-for-sale financial assets At &S EE 319,262,446.10 - 12,821,456.01  12,821,456.01
2016 20164
Equity investments BETAKE
Available-for-sale financial assets ~ AJ#HES@ERE 250,553,821.20 - 10,621,95837  10,621,958.37
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312

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 2017 and 2016, 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)
2017 12A31H(AE%T)

I\~ EERe T RiBRIs0 @ R (48)

4,

2017
20175

EXEE
AEEEAREENTEBRERERA
SEFBERENES - LRFRER
BALE  AXHEBERTERE
BEZRAL -

REBEBEA LB IREBLEERD
URABEENRBRSHOE(CEE
EITHAE - BERFNAREREE
REBAIAFEHRROFESE -
MRRBEERN - BHECBITRG K
BATHR - REE MNP HI M E
RERMLIER - 2017 FEM20164F
o EAERMBRE  BERRERE
B -

AKERAERLERERES &
RhxRiEFSEBE(TEREEN
MBI PR S NET B A BN
o RAEENEEABRANERL
KM

2016
20164F

Short-term borrowings R ERfEAK
Long-term borrowings RHEIE
Bonds payable JERHES

Non-current liabilities due

—FAZENIERE

3,174,887,395.62
15,678,594,729.35
10,459,780,084.07

1,757,402,500.00

4,771,648,754.00
30,216,115,691.85
2,756,201,597.01

1,547,622,000.00

31,070,664,709.04

39,291,588,042.86

56,354,991,230.50
31,070,664,709.04

44,273,942,688.82
39,291,588,042.86

87,425,655,939.54

83,565,530,731.68

within 1 year afE
Interest-bearing liabilities BEBE
Owner’s equity s
Add: Interest-bearing liabilities m:BEAaE
Owners’ equity and interest-bearing liabilities X E#EE G BB (&
Gearing ratio ERLE

35.54%

47.02%

WEICHAI PowER Co., LTD.
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B ISR RME(EE)
2017 12A31H(AE®T)

IX. DISCLOSURE OF FAIR VALUE N~ RREEIKRE
1. Assets and liabilities measured at fair value 1. UAREBEENEENER
2017 20174
Inputs used in the measurement of fair value
DEETERANAAE
Quoted prices in Key observable Key unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3)
EZUEE EETAEE
ERMEHE BAE BAE
(B-ER) (B=ER) (B=ER)
Continuously measured at fair value BENNLEETE
Financial assets at fair value AL EESER
through profit or loss HEEH A LS
BENLREE - 233,897,349.40 150,169,737.92 384,067,087.32
Listing available-for-sale equity instruments  aJ{t &4 REE L
for available-for-sale financial assets e TR 319,262,446.10 - - 319,262,446.10
319,262,446.10 233,897,349.40 150,169,737.92 703,329,533.42
Financial liabilities at fair value through AR BESER
profit or loss HEEH A LS
BRENSBEE - 497,595,237.74 - 497,595,237.74
2016 2016%F
Inputs used in the measurement of fair value
RRBEERANEAE
Quoted prices in Key observable  Key unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERAHE BERIAER
JERMSHE BAE EoYNE]
(E-BR) (BZER) (B=ER) At
Continuously measured at fair value BENALEETE
Financial assets at fair value AR BESER
through profit or loss HEHT AL
BHENEREE - 129,296,023.50 - 129,296,023.50
Listing available-for-sale equity instruments  aJ{t &4 R&E L
for available-for-sale financial assets e STA 250,553,821.20 - - 250,553,821.20
250,553,821.20 129,296,023.50 - 379,849,844.70

Financial liabilities at fair value through AR BESER
profit or loss HEEH AL
BRNEREE

168,670,171.20 - 168,670,171.20
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IX.
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DISCLOSURE OF FAIR VALUE(CONTINUED)
Assets and liabilities disclosed at fair value

2.

2017

Quoted prices in
active markets
(Level 1)

ERENSEE
(F-ER)

B ISR RMEE(EE)
2017 12A31H(AE%T)

N~ RREENEREGE)

2. HDAREEEENEENERS

20174

inputs
(Level 2)
EZURE
LN
(B=ER)

inputs
(Level 3)
EZTURE

Inputs used in the measurement of fair value
NMEETERANAAE

Key observable  Key unobservable

Long-term receivables REEYH - 5,086,764,101.10 - 5,086,764,101.10
Long-term borrowings RAER - 17,810,131,082.56 - 17,810,131,082.56
Bonds payable fEfitE% 2,761,153,144.16  7,966,382,369.00 - 10,727,535,513.16
Long-term payables REEAT - 9,269,833,985.50 - 9,269,833,985.50
2016 2016%F
Inputs used in the measurement of fair value
AnBEERANEAE
Quoted prices in Key observable  Key unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
EE EETARR
ERTSHE BAE BAE
(B—BR) (B=ER) (B=BR) Chl
Long-term receivables REEYH - 5412,607,088.40 - 5412,607,088.40
Long-term borrowings REER - 30,094,539,229.34 - 30,094,539,229.34
Bonds payable R EH 2,786,834,264.62 - - 2,786,834,264.62
Long-term payables REEET - 10,963,181,174.40 - 10,963,181,174.40

WEICHAI PoweRr Co.,

LTD.

AR NBRMNERAT
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[X, DISCLOSURE OF FAIR N~ RREBENIKRE(E)

VALUE(CONTINUED)

3. Estimation of fair value AREEME
Fair value of financial assets THEEIIEE

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.

EEEERMETERES  BKRE
& YRS - RiRBEET AR
BEM  —FRIRNFRBDEE
REHERMESR - ENRE - BRI —
FREFMORHAEE  —FRIHK
RHEMNRE  BRSHARTE - 2
nEEEETEERS -

AEBENMEEFHPBHRAIREA
RE BEVNEERTAAAEBER
BROREMEF - WEEGKEEAE
FUBENBRAZEGRS - BEE
EREXRA  WBEESTEBRIA
EEZ2Y BEHEEEANEIEHA
B AERENMERCERVBER
TZHUAE ©

TREENEHABENAAEE - U
ERFERGH  AXBRNORZE)
HREETEEXRIEBHBENSE
BEREE - LT IDEMBRBRANGERT A

RfEE -
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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 2017, non-performance risks underlying
long-term and short-term borrowings, long-term receivables and
long-term payables were appraised as immaterial.

Fair values of bonds payable are determined as quoted prices on
the market.

The level change in the fair value

In 2017, 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 NBRMNERAT

B ISR RMEE(EE)
2017128318 (AR T)

N~ RREENEREGE)

R} REEGEEGE)
EHEENTIEEGE)
AREEFEAEZSHAZHIES
NEMEERRENER - AREE
AEREEHAZHESNSRA
BEEEENARNINEENEE K
TA - AEEMEE - AEERMEE
MARBEREEN  LATRRE
EREXRARGENEE -

FHRESETA - UWISHRERTA
REE-

REHER  REPEKZFERSERS
HEARKRESRENMBEEZRERR
BE  UAHEUERER  ERAR
MFILEAR A E M S g TAMTISK
HREAIIRE - 2017F12A318 ¢
HYREHER  REEKZMELS
ENREESTRORARTIHATE
7(0

EES - UMSRERTEAAEE -

NREBERERE R
R2017FE  WESHEENEHE

BRAABEAEEF BEAME_E
RZEHEE  TEEARBLE=
EBIRBER -
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X

RELATED PARTY RELATIONSHIPS AND

TRANSACTIONS

The related parties defined in these financial statements included the
related parties under accounting standards and related parties under the

information disclosure requirements of SFC.

B ISR RME(EE)
2017 12A31H(AE®T)

+ - BB HRRRERS

REATG IR IE N R e st £l
hARERRET  hBEEESNRSME

= BARER AR E P S RO RR RS

1. Parent 1. AT
Proportion Proportion
of ownership of voting
Registered Registered interest in power in
address Nature of business capital the Company the Company
HADH HALR
i FBME AMER EREA FRELD)
(%) (%)
Weichai Group Holdings Weifang City, External investment RMB1,200,000,000.00 16.83 16.83

Limited Shandong Province
BREREEERAR )
il

financial guarantee

investment advisory

planning and organization/

coordination and management

of production operating activities

of corporates under the Group
HIMUERBERRE

ARREES BRER

SEMBOREELERY

Shandong Heavy Industry Group Co., Ltd. is the ultimate controller

of the Company.

2. Subsidiaries

Details of subsidiaries are set out in Note VII.1.

3. Associates

Details of associates are set out in Note VII.3 and Note X.4.

AK#1,200,000,000.007T

ARRMREEFIARBLRETISHE

BRRF]

2. FRF

FRBGEEFRMEL 1

3. EEhE

RAREEEEAR OB EC L
R+ - 3RME 4
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X. RELATED PARTY RELATIONSHIPS AND + - BB ARRENRERZ(18)
TRANSACTIONS (CONTINUED)
4. Particulars of other related parties which entered 4.

into material transactions with the Group

BEASERLIEARZNHEME
BRER

318

Related party relationships
G 75 B

Referred to as

fE 7

WEICHAI PowER Co., LTD.

Shandong Weichai Import and Export Co., Ltd.
ISR AELEHE OB R A A

Weichai Heavy-duty Machinery Co., Ltd.
LSRN BRAF]

Yangzhou Yaxing Coach Co., Ltd.
HMNEERERGARAF

Yangzhou Shengda Special Vehicles Co., Ltd.
BN ERFEREER QA

Weichai Electric Equipment Co., Ltd

Common control by parent
A —& 2 FHE
Common control by parent
[m— &2 Al
Common control by parent
A— AT
Common control by parent
A —& 2 FHE

Common control by parent

Weichai Import and Export
HSER N

Weichai Heavy-duty Machinery
YL B

Yangzhou Yaxing

HBMEE

Shengda Special Vehicles
BEREE

Weichai Electric

BN RBAR DA [m— &2 Al HEEE S
Chongging Weichai Diesel Engine Limited Common control by parent Chongging Weichai
BE BB BRAA] B — &R ElE E 2
Shandong Weichai Real Estate Co., Ltd. Common control by parent Weichai Real Estate
IR ALt E B ¥ B RN R B —&REHE e E

Yangzhou Yaxing Commercial Vehicles Co., Ltd.
HBNGEEMAEBRAR
Chutian Engineering Machinery Company Limited

Common control by parent
F—S AR

Same ultimate controller

Yaxing Commercial Vehicles
TEBAE

Chutian Engineering

IR R T2 MG PR 2 A B —RAIEHIA IR
Shantui Engineering Machinery Co., Ltd. Same ultimate controller Shantui Engineering
L T2 AR Y B IR A A B —RAIEHIA IWHET AR

Shandong Heavy Industry Group
Finance Co., Ltd.

Same ultimate controller

Rl — & AR FIA

Shandong Heavy Industry
Finance Company

IWRETEEFBERRIA IWRETHBAAE
Shanzhong Finance Leasing Co.,Ltd. Same ultimate controller Shanzhong Finance Leasing
IWEREBEERARAT A —J A A IWERERE

Shanzhong Jianji Co., Ltd. Same ultimate controller Shanzhong Jianiji
IEEEER DA Al — AR I A B

Shantui Road Machinery Co., Ltd Same ultimate controller Shantui Road

BB AR A ) Al — AR HIA L HE B BR

AR NBRMNERAT



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

X.

RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)
Particulars of other related parties which entered 4.
into material transactions with the Group

(Continued)

B ISR RME(EE)
2017 12A31H(AE®T)

T - BEHRBERRER R (&)

BEASERLIEARZNHEME

B R ()

Related party relationships

Referred to as

B S BAR |k

Shandong Shantui Construction Machinery Same ultimate controller Shantui Import & Export

Import & Export Co., Ltd. B —RAIEHIA L3 ) O
BRI TR DA BR A A
Beigi Foton Motor Co., Ltd. Same key management personnel  Beigi Foton
iEEEAERNERAR F—RREEAE ibatEH
Shaanxi Automobile Industry Co., Ltd. Associate of substantial Shaanxi Industry
POALBXBRAR] shareholder(s) of subsidiary(ies)  B&/5E

Shaanxi Automotive Group Co., Ltd.
PREEREEEERET QA

Shaanxi Fast Gear Automotive
Transmission Co., Ltd.

PREE TR R EEEEE AR AR

Shaanxi Huazhen Vehicle Parts Co., Ltd.

PRPEE SR M AR A A

Shaanxi Huazhen Sancan Industry and

Trading Services Co.,Ltd.
PRYEZEZRT ERB AR AT
Shaanxi Tongli Special Purpose Vehicle Co., Ltd.
premE O ERAERREE AR

Shaanxi Lantong Transmission Axle Co., Ltd.

PR EE B EEHHMER A A

Baoji Huashan Engineering Vehicles Co., Ltd.

BHEFILNTIREMEREEAR

Xi'an Lande New Energy Automotive Technology
Development Co., Ltd.
AL BRI AERREER QA

FRAREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FARIEZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FARIEZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)

FREABZRRZBEA

Shaanxi Automotive
B

Shaanxi Fast Gear
Automotive

POAfEE)

Huazhen Parts

EHEM

Huazhen Services

FEHIR

Tongli Special Purpose

BHER

Lantong Transmission

EmEEh

Baoji Vehicle

BHER

Lande New Energy
BEET AL IR

ANNUAL REPORT 2017 &% 319



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARRENRERZ(18)
TRANSACTIONS (CONTINUED)
4. Particulars of other related parties which entered 4.

into material transactions with the Group

BEASERLIEARZNHEME
B ()

320

(Continued)

Related party relationships
BB S BAR

Referred to as

k]

WEICHAI PowER Co.,

Shaanxi Wanfang Vehicle Parts and
Components Co. Ltd.

PREEE 7 =T A AR AR

Shaanxi Fangyuan Automobile Standard
Components Co. Ltd.

PREE s B AR REMBR AT

Shaanxi Automobile Group Xunyang Baotong
Special Purpose Vehicles Co., Ltd.

PR EEE A ERERERARAR

Shaanxi Automobile Group Yan'an Special
Purpose Vehicles Co., Ltd.

PRFE R R B L TR EAR AR

Shaanxi Dongming Automobile System Co., Ltd

PREERSHER R BR AR

Shaanxi Zhongfu IDT Techology Co., Ltd
PREE b = R RIS B RR A 7

Shaanxi Shaangi Auto City Hotel Co., Ltd.
BREERR S BB IE B R A E

Shanghai Yuanxing Supply Chain
Management (Group) Limited
PEERTHEREERERAQA
Shaanxi Zhongjiao Tianjian Vehicle Net Information
Technology Co., Ltd.
PREG P X R E A E BRI A R A R
Shaanxi Deyin Logistic Services Co., Ltd.

PRE IR R IR AR A B

Shaanxi Deyin Leasing Co., Ltd
BIREEEEARAR

Shaanxi Dongfeng Axle And Transmission
System Co., Ltd
PRFE R EE B EE R GR N BER QA

LTD.

Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FAREZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRATREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRATREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZRR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZBEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRATREERRZBEA

AR NBRMNERAT

Shaanxi Wanfang

BREaE 7T
Fangyuan Automobile
HEAE

Xunyang Baotong
AFER

Yan'an Special
Purpose Vehicles

L HAE

Dongming Automobile

REGEW

Shaanxi Zhongfu
BRE =

Shaangi Auto City
BRTEIR

Yuanxing Supply Chain
EITHERE

Zhongjiao Tianjian

hARKEE

Deyin Logistic
TERYIR

Deyin Leasing
ERAE

Dongfeng Axle
REERE



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

B ISR RME(EE)
2017 12A31H(AE®T)

31 December 2017 (Expressed in Renminbi Yuan)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARBERENRERZ(8)
TRANSACTIONS (CONTINUED)
4. Particulars of other related parties which entered 4.

into material transactions with the Group

BEASERLIEARZNHEME
B R ()

(Continued)

Related party relationships

Referred to as

B S BAR 578
Shaanxi Tongchuang Huaheng Associate of substantial Tongchuang Huaheng
Vehicle Radiator Co. Ltd. shareholder(s) of subsidiary(ies)  RIEIZE=

PRERAIE T TERMAEREE AR

Shaanxi Automobile Group Changsha Huantong

Automobile Manufacturing Co., Ltd.

R A ERBRRDRBIEREGRAF

Shaanxi Automobile Group Wenzhou Yunding

Automobile Co., Ltd.
PR R EREERMNETRAEBR AR
Shaanxi Wanfang Tianyun Vehicle
Equipment Co. Ltd.
PREEE R REAEERERAA

Shaanxi Huazhen Vehicle Parts Co., Ltd.

RAEHRTETHEERDA

Shaanxi Sanzhen Vehicle Parts Co., Ltd.

A= BT HEERAA

Xinjiang Yuanxing Logistics Co., Ltd.
R ITMRAR AR

Shaanxi Automobile Group Properties
Development Co., Ltd.
PRAREEEEMEREARAA
Shaanxi Huazhen Automobile Filtration
System Co., Ltd.
PRPEERTERERABR AR
Zhuzhou Automobile Gear Factory

MR R

Xi'an FC Intelligence Transmission Co., Ltd.

AR EEESHERAT

FRAREERFRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZRR ZHMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZERR ZBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERFRZHEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRARIEZERR ZHBMEA
Associate of substantial
shareholder(s) of subsidiary(ies)
FRAREERFRZHEA
Same key management personnel
as subsidiary(ies)
B ARAR—BHEEAR
Jointly-controlled enterprise of
subsidiary(ies)
FRTZAREE

Changsha Huantong
RARA

Wenzhou Yunding

BIETE

Wanfang Tianyun
BHRE
Huazhen Components

ERTH

Sanzhen Vehicles

—B%AE

Xinjiang Yuanxing
HBETT

Shangi Properties
PR A

Huazhen Filtration

ERRE

Zhuzhou Gear Factory

TREE R
FC Intelligence Transmission

LRE
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Bt 5 4R R Bl 5E (78)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12HA31H(AR® L)

X. RELATED PARTY RELATIONSHIPS AND + -~ BBHREERRERZ(18)

TRANSACTIONS (CONTINUED)

4. Particulars of other related parties which entered 4., BEAEEBEBARZNHME
into material transactions with the Group Bt R 1B (&)

(Continued)

Related party relationships Referred to as

B 75 BA £ fE 8

Shaanxi Tonghui Automotive Transportation Associate of subsidiary(ies) Tonghui Transportation
Co., Ltd. FRBIZEERE AEYIR
prPaEE =R AR A A

CIMC-SHAC (Xi"an) Special Vehicles Co., Ltd. Associate of subsidiary(ies) CIMC-SHAC
FEPAER(AR) EAEERAT FRRIZEEDRE REER
Xi'an Cummics Engine Co., Ltd. Associate of subsidiary(ies) Xi‘an Cummics

322

WEICHAI PowER Co., LTD.

A RANEESR AR AR FRBIZEE R a2 FREANT

Baoding Shangi Tianma Automobile Co., Ltd Associate of subsidiary(ies) Shangi Tianma

REPAREREARAF FRAZBERE BOARES

Shaanxi Eurostar Auto Co., Ltd. Associate of subsidiary(ies) Eurostar

PR G R AT T EE AR B R A B FRAEIZEERE B ET

Shaanxi Automobile Wuhai Special Vehicles Co., Ltd. Associate of subsidiary(ies) Shaanxi Wuhai

POTSEERAERRAR FRBIZEE R PR

Weichai Power Westport New Energy Associate of parent Westport New Energy
Engine Co., Ltd. AR ZHE R AR

HERTTEFTRERB AR A

AR NBRMNERAT



NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARERERERZ (8

TRANSACTIONS (CONTINUED)

5. Major transactions between the Group and its 5. FAEBEHEBRINIERS
related parties \
(1) Transaction of goods and services with related (1) BT Baa s HEE 5
parties

Purchase of goods from related parties (excluding tax) ER B ERm(TEH)

2017

20174

2016
20164

Shaanxi Fast Gear Automotive BA{EE) 4,700,909,834.08 2,564,824,108.46
Westport New Energy FEFTEEIR 4,444,440,029.27 959,290,001.80
Baoji Vehicle EHER 1,957,243,908.47 889,405,759.11
Shaanxi Wanfang BRAEE R 1,384,920,784.24 802,898,937.75
Shaanxi Wuhai RASE 1,384,647,229.80 511,743,368.35
Xi‘an Cummics PR 775,678,221.62 409,616,105.03
Tongli Special Purpose BOHEA 683,810,396.03 314,553,794.64
Huazhen Components EETEM 611,196,820.54 278,659,241.70
Wanfang Tianyun BHKE 596,269,643.29 226,695,162.19
Weichai Import and Export L O 528,139,372.67 378,666,819.15
CIMC-SHAC FEEFR 444,581,433.38 112,403,645.30
Weichai Group Holdings SRR 344,490,694.65 245,435,577.61
Weichai Heavy-duty Machinery HELLE 314,902,064.10 291,323,530.45
Lantong Transmission EmE 218,652,008.65 114,776,788.02
Tongchuang Huaheng FEIZES 188,483,689.97 71,610,369.27
Zhongjiao Tianjian A RfE 148,998,965.89 105,231,274.51
Fangyuan Automobile FEAE 97,023,226.46 52,774,334.22
FC Intelligence Transmission HIEE) 74,843,566.40 29,506,459.28
Dongming Automobile R 69,779,616.92 52,888,328.73
Huazhen Parts EHAM 47,745,081.56 58,157,672.04
Deyin Logistic =R 22,265,962.21 16,956,950.37
Others Hh 829,825,878.69 830,224,703.25

19,868,848,428.89

9,317,642,931.23
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + -~ FEBARERNRERZ ()
TRANSACTIONS (CONTINUED)
5.  Major transactions between the Group and its 5.
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 X 57

REEREBEBRLINERRS (&)

2017 2016
20164

20174

Tonghui Transportation BEYIR #*Note 1 274,279,058.48 119,659,224.47
Shaanxi Industry AEHE 88,114,966.75 41,436,860.14
Shaanxi Fast Gear Automotive R 60,866,303.36 34,158,370.71
Weichai Group Holdings SRR 23,838,565.09 36,236,520.66
Chongging Weichai EE ML 5,871,390.19 10,054,679.89
Others Hity 118,667,314.84 111,968,997.06

571,637,598.71

353,514,652.93

Rendering services to related parties A1 B 77 HR 45 7

2017 2016

20176 20164
Shaanxi Industry BRIRE: 13,456,363.19 8,124,593.95
Weichai Import and Export LS O 13,041,018.10 9,979,354.85
Westport New Energy FEFTEEIR 8,889,183.90 2,800,368.32
Weichai Heavy-duty Machinery LB 7,899,091.12 10,471,200.22
Others Hit 49,537,836.76 31,375,147.02

92,823,493.07 62,750,664.36

Note 1: From January to December 2017, Tonghui Transportation
provided comprehensive services including agency procurement,
warehousing, logistics distribution and receipt and payment
services to Shaanxi Heavy-duty Motor Co., Ltd, a subsidiary of the
Company. Agency services provided by Tonghui Transportation

Zg1: R2017F1-12 8 - BEY
HRBARRAZFRAFAE
BB HR AR FEHEAERK
BB WREXRARABK

; NEEERE - KFRRBE
to Shaanxi Heavy-duty Motor Co., Ltd. amounted to T E R E 1 E Y

=/
RMB274,279,058.48 (2076: RMB1 79,65?,224.47), and no QOOdSA L IER S A R
was purchased by Tonghui Transportation on behalf of Shaanxi

: 274,279,058.487T (20164 : A
Heavy-duty Motor Co., Ltd. (2016: RMB1,095,761,983.19) during RH119,659,224.477F) » HEFE
this year. ,659,224.

EIRIEREY)(2016%F « ARK
1,095,761,983.197T) °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (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)

2017 12A31H(AE®T)

T BB HRBRERKRERZ(E

5.

Westport New Energy P FTEEIR
Shaanxi Fast Gear Automotive GrEET)
Shaanxi Wuhai RAsE
Shaanxi Zhongfu PR =
Weichai Import and Export HESEHEH O
Baoji Vehicle B A
Beigi Foton dbAtEH
Yangzhou Yaxing BMNEE
Shaanxi Wanfang RS
Weichai Electric HELEE )
Huazhen Components EHET MG
Shantui Engineering T2
Weichai Heavy-duty Machinery LT
Shengda Special Vehicles BEREE
Tongli Special Purpose BhEHA
Shantui Road LB B
CIMC-SHAC hEER
Huazhen Services ERIRS
FC Intelligence Transmission LIS EE)
Huazhen Parts A
Zhongjiao Tianjian RKfE
Others HA

REEREBEBLINERRS (&)

(1) BB Baa 5B 5

(#&)

[BIEERE 77 S EE B da (T 2 )

2017

20174

2,569,344,324.79
2,112,451,368.35
1,135,084,226.97
591,556,388.19
569,935,257.66
508,183,179.75
448,519,857.19
309,816,360.13
243,285,019.92
240,671,300.74
172,275,966.16
167,136,818.14
102,232,892.53
79,714,632.46
57,196,968.86
45,258,767.52
44,759,637.81
44,412,005.89
20,327,439.54
5,103,495.56

1,887,107,780.65

2016
20164

546,410,080.08
1,442,541,862.23
357,768,976.10
56,404,914.44
468,238,048.33
289,135,650.80
404,261,999.95
851,957,270.97
166,347,910.23
236,369,152.86
102,214,284.28
71,047,316.55
86,595,757.68
5,942,401.71
160,877,726.38
9,661,565.40
1,107,405.43
10,876,625.10
9,582,491.31
20,962,224.21
66,536,510.32
1,716,128,530.79

11,354,373,688.81

7,080,968,705.15

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
an ~ RESHEER - KERmA R
BERBBLEMHERRE
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
X. RELATED PARTY RELATIONSHIPS AND + - BB ARRENRERZ(18)

TRANSACTIONS (CONTINUED)
5.  Major transactions between the Group and its
related parties (Continued)

5.

REEREBEBRLINERRS (&)

(2) Leasing with related parties 2) By HE
As lessor TERHTAA
2017 2016
Type of leased 20175 20165
property Lease revenue Lease revenue
HEAERR HERA HERA
FC Intelligence Transmission  E45& ) Buildings and FERE
equipment 15,820,240.80 15,836,975.70
Westport New Energy R Buildings BE 7,165,138.42 7,788,751.28
Shanzhong Finance Leasing ILEFEME  Buildings EE 6,051,359.52 6,218,941.64
Weichai Electric AT N Buildings BE 4,058,559.50 4,653,156.79
Weichai Import and Export #4310 Buildings BEE 3,952,968.22 3,084,735.00
Shaanxi Industry BRISES Buildings RE 360,549.00 120,183.00
As Lessee TERATA
2017 2016
Type of leased 20175 20165
property Lease fee Lease fee
HEEERS Hes HEE
Shaanxi Industry BAE Buildings EE 18,815,754.72 15,900,219.67
Shaanxi Fast Gear BoEEE) Buildings RBE
Automotive 12,444,270.61 16,923,176.51
Weichai Group Holdings  #4emepg Buildings BE 10,163,720.42 6,233,291.85
Shaanxi Automotive P& Buildings ER 7,372,977.00 4,016,886.42
Chongaing Weichai i Buildings BE 4,000,000.00 4,000,000.00
WeiChai Heavy-duty Yo B Buildings and FEZE
Machinery equipment 1,219,076.62 -

During the year, the prices for the Group’s leasing with
related parties were determined with reference to market
rates.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
X. RELATED PARTY RELATIONSHIPS AND + - BB ARERERERZ (8

TRANSACTIONS (CONTINUED)

5.  Major transactions between the Group and its
related parties (Continued)
(3) Transfer of assets with related parties

Particulars of
transaction

5. AREEEBMINEERS(E)

() B EEEE

Weichai Import and Export #4410 Purchase of fixed ~ BEETEE

assets
Weichai Heavy-duty ML B Purchase of fixed ~ BEETEE
Machinery assets
Weichai Heavy-duty HEER Sale of fixed assets  HEBTEE
Machinery
Weichai Group Holdings SRR Purchase of fixed ~ BEETFEE
assets
Weichai Group Holdings HAEERR Sale of fixed assets  HERTAE
Chongging Weichai BE A Purchase of fixed —~ BEETEE
assets
Weichai Import and Export #4410 Sale of fixed assets  HEETEE
Weichai Electric HEE N Sale of fixed assets ~ HEFTEE

2017 2016
201745 20164
11,224.46 45,949.40
3,175.12 8,904.99
130,031.01 214,810.82
335.90 221,329.12
160,884.27 201,049.46
- 47,578.19

4,385.90 -

- 5,623.94

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 - ALE R REN
HEBETEEBR2ETHER

RTE e

PREBENEETTZRHIN - BT
B LR E RS ER S
Mg HE NS AEEER
BB ER LTRADE14AE
5 e
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

X.

328

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 2017, the amount of vehicle sales through this
business mode amounted to RMB3,218,438,300.00
(2016: RMB2,797,296,000.00).

Shanzhong Finance Leasing provides Shaanxi Heavy-
duty Motor Company Limited, a subsidiary in the
Group, with services of financial leasing. In 2017,
the amount of vehicle sales through this business
mode amounted to RMB2,840,349,366.00 (2016:
RMB839,317,647.00). 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 RMB1,507,220,000.00 (31 December 2016:
RMB922,960,000.00). For details, see Note XII.3.

AR NBRMNERAT

Bt 5 4R R Bl 5E (78)

2017 12A31H(AE%T)

T - BEHRBERRER R (&)

5.

REEREBEBRLINERRS (&)

4)

E a5 K5

(a)

ERAEAANEEZTA
RIPRPER ) SEHR A A
REMEHEEL  BR
HEME=Z A EERRE
AREBER - AJ@aE
SRR S A S P AR R
ETF - 2017FBiB%IEE
BEAEENEWMESEA
A R % 3,218,438,300.00
L (2016 F « AR
2,797,296,000.007T) ©

ILWEmEREATEE Y
TARIPRAERNTESR
RARREREREE
2017 FBIBREE
BEAEENERESES
A R # 2,840,349,366.00
T (2016 F « AR M
839,317,647.00 7 ) ° Bk
EEARBEERAAA
BMEMRERABEFKEE
TR ERE S B
KRBT B R Y0
5T RYEERSH%
HAM AR B ER
EERAEHE)AAR
# 1,507,220,000.00 JT
(201645128318 : AR
# 922,960,000.00 7T ) ©
ERERZEAWE+Z
3 o



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

X.

RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)

Major transactions between the Group and its
related parties (Continued)

(4) Other related party transactions (Continued)

5.

(b)

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 Industry 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 Finance Company 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 2017, the credit line amounted
to RMB1,200,000,000.00 (2016: 1,000,000,000.00).
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 2017, open position of
outstanding acceptance bill was RMB869,863,962.00
(31 December 2016: 761,079,080.00). For details, see
Note XII.2.

B ISR RME(EE)
2017 12A31H(AE®T)

T BB HRBRERKRERZ(E

5.

REEREBEBLINERRS (&)

)

HMEHITRZ (&)

(b)

ANNUAL REPORT 2017 F#R

AEEHE RETEEA
BARAR(NLUEEIL
A1) R201653A30
BEIK SRR R -
BTG - IIREIRB
NABRNERZERF AT
REFR 8 #8
HthesmRisE - BES
BRI EEF EME KR
B BRTS e ) im 2
B ARIRITEBERFE
HERTENER FTaR
REBEHAMPEEANE
ERERITISMNRER
BREEMNEREBERH
B BAKKFHETE ©

IWRETH B AR AANE
Bz FArRAER)RE
BRA BRI HEmIRHR
ERE - HERIRITE
HEZHARBEERAE
MAEBRAFEM -
017 FWMEEFEEEARA
R # 1,200,000,000.00
T (2016 F @ AR M
1,000,000,000.00 J© ) °
PREETTEERATA
CHEBREEES BN
REEZHEEZBHNER
REEMT - HE2017F
128318+ WARZHEM
AENEZMOEAARE
869,863,962.00 7T ( 2016
F12A318 : AR®
761,079,080.00 7T ) » A
BIER2AMEr= 20
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

X. RELATED PARTY RELATIONSHIPS AND + - BB ARBERENRERZ(8)

TRANSACTIONS (CONTINUED)

330

WEICHAI PowER Co., LTD.

5. Major transactions between the Group and its 5. AREHEEBMINEIERS (&)
related parties (Continued) L B
(4) Other related party transactions (Continued) 4) B X5 (8)
(b)  (Continued) (b)y (&)
Amounts of transactions with Shandong Heavy REEHNRETHBA
Industry Finance Company are as follows: RIBEMNTEIXSHEN
™

2017 2016
20175 20164

Bank deposit placed FHERTTIER 55,731,896,532.23 83,219,408,625.89
Interest income ) BUA 177,811,695.18 221,360,031.88
Interest expenses F 2 34,228,402.07 21,483,169.02
Acquisition of short-term borrowings ESEEE R 60,000,000.00 190,000,000.00
Acquisition of long-term borrowings G RHER - 200,000,000.00

Establishment of bank acceptance bills 51 B4R 75 H [EZ=

2,437,413,208.87  2,331,103,738.24

Balances of accounts with Shandong Heavy Industry
Finance Company are as follows:

AEBBENRETHBR
AIME TR IRERERAN T ¢

2017 2016
20174 20164

Cash and cash equivalents placed with  1F AR H I EEE &

related parties

17,157,898,821.63 10,745,194,399.87

Interest receivable JE IR B, 23,116,750.00 24,849,593.75
Short-term borrowings REHAE R 60,000,000.00 90,000,000.00
Long-term borrowings REIER 315,117,751.45 320,807,751.45
Balance of bank FARRTT

acceptance bills established A TE EAA%E 1,290,579,547.03  1,415,148,726.14

Note: Other than the aforementioned finance businesses,
Shaanxi Hande Axle Co., Ltd. (“Hande Axle”, a subsidiary
of Weichai Power Co., Ltd.) entrusted Shandong Heavy
Industry Group Finance Co., Ltd. to issue short-term loan
to Hende Axle (Zhuzhou) Gear Co., Ltd. (a subsidiary of
Hande Axle), and the balance of such entrusted loan
as at 31 December 2017 was RMB190,000,000.00 (31
December 2016: RMB190,000,000.00). The entrusted
loan was offset in preparation of consolidated financial
statements. In year 2017, Shandong Heavy Industry Group
Finance Co., Ltd. received a management fee for the
entrusted loan of RMB95,000 (year 2016: RMB95,000).

AR NBRMNERAT

i BERBBERI - H
LB R AR R A2
FRRIBAEZEEREE
RRAa]([ZEEE])ZE
HINFETEERES
BRAAEEZEE S F
RE]EEEE (M) &
WAER R AR
o R2017F 12 431
HEZZREXGBEA
A E # 190,000,000.00
T (2016F 12314 :
A E #190,000,000.00
L) c REEEAIER
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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X.

RELATED PARTY RELATIONSHIPS
TRANSACTIONS (CONTINUED)
6.

AND

Bt 5 ¥R R it 5E (78)

2017 12A31H(ARKT)

T - BEHRBERRER R (&)

Amounts due from/to related parties 6. BABES BB RURERER
2017 2016
20175 20164
Gross carrying Provision for Gross carrying Provision for
amount bad debt amount bad debt
AR BREE REE ERAER
Accounts receivable FE R

Weichai Heavy-duty Machinery YseE 167,162,805.37  (12,174,001.33)  324,413,275.44  (17,347,653.46)
FC Intelligence Transmission SHED 132,671,268.07  (45,293,628.88) 8227132025  (65,817,056.20)
Westport New Energy FAEHER 109,703,662.71 (5,468,207.36)  16,032,703.29 (1,241,436.84)
Weichai Electric W) 71,435,775.57 (3,571,788.78) 5,371,562.49 (184,784.19)
Weichai Import and Export LR O 53,526,646.62 (2,312,581.18)  38,564,169.59 (1,145,968.25)
Eurostar Bravs 35,047,716.48 (33,341,158.85) 34,826,235.46 (31,109,172.29)
Changsha Huantong EORA 33,808,426.00 (27,046,740.80) 66,364,433.92 (10,142,527.80)
Baoji Vehicle EHEH 33,317,361.32 (2,337,927.00)  12,969,323.45 (1,173,505.55)
Beigi Foton hloaril 31,682,677.47 (1,643,829.28) 28,527,662.61 (1,280,369.94)
Shengda Special Vehicles RiEfEs 31,485,858.29 (1,925,985.88) 36,272,171.37 (455,443.36)
Yangzhou Yaxing BMNTGE 28,369,108.89 (1,418,455.44) 3,520,810.62 (179,770.53)
Shaanxi Wuhai SRt tiel 16,535,006.53 - 3047094892 -
Yan'an Special Purpose Vehicles ERERE 449,515.34 (89,079.60) 24,287,584.00 (3,643,137.60)
Yuanxing Supply Chain BT ESE - - 4,468,587.00 (223,429.35)
QOthers Hity 308,511,896.54 (7,184,572.38)  273,549,446.79 (9,551,904.71)
1,053,707,725.20  (143,807,956.76)  981,910,235.20  (143,496,160.07)

Other receivables Hit R
Shangi Tianma RARE 13,778,740.01 (13,778,740.01) 13,778,740.01 (10,101,939.02)
Shaanxi Industry RAEE 38,739.00 - 24,318,160.88 (1,215,908.04)
Shanqi Properties BRARME - - 42,893,614.55 (2,144,680.73)
QOthers Hit 122,333,580.73 (2,500.00)  123,764,005.07 (77,320.13)
136,151,059.74 (13,781,240.01)  204,754,520.51 (13,539,847.92)
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6. Amounts due from/to related parties (Continued) 6. EEEESFEWENFIREREE ()
2017 2016
201745 2016%F
Notes receivable (Bank acceptance bills) ERZEESRITERLEE)

Yangzhou Yaxing BMNTE 330,188,571.83  988,141,666.27
Westport New Energy ToB AR 303,078,671.90 334,685.61
Weichai Heavy-duty Machinery S 250,538,450.43 214,452 .64
Weihai Import and Export ML O 242,400,764.43 120,000,000.00
Baoji Vehicle BB 140,500,000.00 -
Shantui Engineering IIHET AR 105,737,160.00 -
Beigi Foton ik fEH 63,363,914.70 -
Shengda Special Vehicles RS 36,815,039.10 26,252,400.00
Others Hi 12,663,750.00 4,180,000.00
1,485,286,322.39 1,139,123,204.52

Prepayments FENRE
Huazhen Services ERR 17,204,615.63 -
Shaanxi Fast Gear Automotive P EE) 11,025,225.06 -
Tongli Special Purpose BAOEH - 99,359,542.70
Others Hitb 14,374,231.78 24,092,820.49
42,604,072.47 123,452,363.19

Dividends receivable FEU AR R
Eurostar Eéag=1 - 3,040,000.00

Accounts payable IR
Shaanxi Wanfang BREEE 5 395,678,614.68 381,730,772.38
Baoji Vehicle EHER 340,450,408.43 273,058,319.43
Shaanxi Fast Gear Automotive P {EE) 313,643,049.62 527,121,336.98
Weichai Import and Export S O 171,920,049.40 121,327,050.32
Huazhen Components ERT 162,136,522.00 102,087,231.25
Wanfang Tianyun BHKE 141,983,093.96 57,670,422.89
Tongli Special Purpose BOEA 139,115,540.70 79,724,135.24
Xi‘an Cummics A% ERAAHN 121,846,970.08 142,733,834.53
FC Intelligence Transmission i) 120,104,029.37 45,286,337.85
Westport New Energy FaEFTaER 109,825,882.97 2,371,333.77
Zhongjiao Tianjian AR 109,195,712.50 51,767,055.50
Tongchuang Huaheng FeIES 69,660,468.38 44,422,501.69
Lantong Transmission EL R {EE T 66,106,042.74 46,976,722.03
Tonghui Transportation BIEYR 61,974,938.31 151,296,304.97
Fangyuan Automobile FERE 25,795,047.82 33,526,942.88
CIMC-SHAC PEER 22,767,536.03 11,473,816.06
Weichai Heavy-duty Machinery S S 21,000,943.73 18,654,144.68
Others Hib 152,731,568.35 116,837,167.34

2,545,936,419.07

2,208,065,429.79
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X.

RELATED PARTY RELATIONSHIPS AND
TRANSACTIONS (CONTINUED)
6. Amounts due from/to related parties (Continued)

T BB HRBRERKRERZ(E

6. FBAHETS EUUE FURERER ()

2017 2016
201745 2016%F
Notes payable (Bank acceptance bills) ENEHRITREEE)
Westport New Energy FRBFTELIR 1,469,711,159.77 281,385,612.56
Huazhen Components EET IR 15,000,000.00 13,700,000.00
Tonghui Transportation BEYIR 1,786,320.00 280,541,759.68
Lantong Transmission G L 1,370,274.93 7,178,911.11
Tongli Special Purpose BOEA 550,000.00 3,221,214.76
Shaanxi Wanfang PREEE 40,000.00 256,845,963.08
Baoji Vehicle B EH - 209,275,000.00
Xi'an Cummics AL R - 57,500,000.00
Others Hitb 8,020,050.30 24,392,742.88
1,496,477,805.00 1,134,041,204.07
Prepayments FEWFRE
Shaanxi Wuhai PSS 45,247,953.07 88,137,318.67
Beigi Foton Bl =1 13,757,855.15 -
Huazhen Parts R - 2,949,128.00
Baoji Vehicle BHER - 1,242,509.00
Tongli Special Purpose BHEA - 904,788.96
Others Hib 5,974,747.12 6,597,142.73
64,980,555.34 99,830,887.36
Other payables HAb B
Shaanxi Industry BRAE % 46,473,888.26 61,247,157.09
Shaanxi Automotive et 7,247,420.60 36,015,492.90
Others Hib 104,043,477.25 80,335,967.09
157,764,786.11 177,598,617.08
Dividends payable EARF
Shaanxi Fast Gear Automotive BOEES) 58,222,307.46 -
Shaanxi Automotive BRI E 92,793,833.33 1,470,000.00
151,016,140.79 1,470,000.00
Long-term payables REPEMR
Other immaterial associates HhIEE KRS 279,993,337.80 244,543,982.40

Non-current liabilities due within one year — S REIHHIEREB AR
HAbIEE KB

Other immaterial associates

151,466,049.90

119,882,667.60

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.

BRBEMR - —FAIHNIERD
BENRIN - UK RS R T 5RIR
TEAE -~ EEIR - Hep - EHER
MERRNEREZIEFRE - FES
EREREEE N
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Share-based Payment Project Applicable to Staff
Members of KION

On 1 November 2017, KION GROUP AG introduced a new share-based
payment project applicable to its staff members in countries included in
the share-based payment project in the previous years (“Staff Member
2017"). An eligible staff member may participate in the project by
giving a declaration of acceptance during the period from 2 to 22
November 2017. 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,
17 German subsidiaries (2016: 14) and 60 overseas subsidiaries (2016:
53) have participated in Project 2017. 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 15 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 as at each assessment
date is assessed using Monte-Carlo simulation, with the following key
parameters for measurement:

KIONE T R7M I8 B

2017511818 * KION GROUP AGTAILART 4
EREERNIHAENBERNE TEE—
BB IRHEZNEE(TETI2017)) - B
201711 A2BE228 - BEKHE AT
BBBRR—[AEIEPKXEAEE AT
3% B9 44 BT 2 B2 KION GROUP AG%: 5] 7 7K
AREAR  BREIEEL—FHWETLA
BERMAARIER - BAI2H2017IEENE
KION GROUP AG & 171& (20164 : 141d) 1=
&R B AM60ME (20164 « 531# ) = E LA Sk
KT A7) * KION GROUP AGE BENEBEE
BEEEERRIESHER -

BEIRMZMNIER BARKEIE2HEE

B EHE3MKION GROUP AGR Zim3EE A
RS — IR BB HICEAILAX + KION GROUP
AGHEBEBIRR & X NERE TAK ° KION
GROUP AGAHEIE TZHAIEE - HE X
2HEAHENEISVRENSISRREE
ERFIRBEE - MRABELEEHET
KION GROUP AGHIfR =k Z B - A isE
BEERE - HTHRERSEFTEBRA
54 e REBRIFERAEE  AREBH
ELENT

Project 2017 Project 2016
Parameters for measurement (EUR) FE28(EUT) 201778 H 20167EH
Dividend yield iR BB 0.88 0.88
Share price of KION GROUP AG on date of grant #F HKION GROUP AGH & 64.62 55.02
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+— RN T (58)
KIONE TRHZAJIEE (8)

XI. 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 AGH T B TAL B E 2 Ep 4N

KION GROUP AG are as follows: e

2017 2016
Shares SR (R ER) 20175 2016%F
Opening balance FHIE 67,106 53,220
Preferential share options granted during the year RER T1ERDIHE 12,098 15,188
Bonus shares issued during the year upon exercise of options 74517 # i 2 HAL A% (27,363) -
Preferential share options lapsed during the year RERBUEBRIHE (1,675) (1,302)
Closing balance FRE 50,166 67,106

In 2017, 12,098 (2016: 15,188) preferential share options were granted
by KION GROUP AG, 1,675 options (2016: 1,302) have lapsed, while
27,363 (2016: Nil) bonus shares were issued upon the exercise of share
options by staff members. In addition, 2,545 (2016: 2,282) free-of-charge
shares have been granted by KION GROUP AG in 2017. For Staff Member
2017, the fair value of the bonus shares under the project was EUR62.02
per share (Staff Member 2016: EUR52.51 per share). In 2017, total costs
recognized in respect of equity-settled share-based payments in relation
to the project was EUR938,000.00, equivalent to RMB7,318,557.40
(2016: EUR709,000.00, equivalent to RMB5,180,521.20).

Share Incentive Scheme Applicable to KION Managers

In January 2017, a variable remuneration project granted by KION GROUP
AG became applicable to managers from 1 January 2017, for a term of
three years (“Manager 2017"). 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 MDAX index (2016:
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.

The cash-settled share-based payment granted in 2017 (“Manager
2017") is subject to appraisal for business performance during a period
ending 31 December 2019, and the cash-settled share-based payment
granted in 2016 (“Manager 2016") is subject to appraisal for business
performance during a period ending 31 December 2018. The cash-settled
share-based payment granted in 2015 (“Manager 2015") is subject to
appraisal for business performance during a period ending 31 December
2017, and will be settled in the second quarter of 2018.

20174 + KION GROUP AG# F 12,098 /% &
BHABAE(20164  15,188/%) + 1,675%
B R (20164 : 1,3020%) - EL{THE™M
BENAT A% 27,3630% (20164F « #£) & thoh -
2017 £ KION GROUP AG T 4 (& 8% 3% 2,545
B A% 22 (20164 : 2,282/%) - HRIEB T
2017]) » KIEB A RM AR (BB BER62.02
BoT(f8I2016] : §AR52.518T) ° 2017
£ EANERRENAERSEENRN X
HER A B F 4288 & BT 938,000.00 + #T
A AR #7,318,557.40 7T (2016 4 : BT
709,000.00 - #1& ARMES,180,521.207T) °

KIONASIE fR #E B B =t 2

2017518 * KION GROUP AGI F#LHE —18
B2017F1 A1 ARAR=FNRISHHEE
([48322017]) » KION GROUP AGH) K Hi%R
B ERER AR 2EBIREMEREK - &
EBFTE M5 EEMDAXIE £ (20164 -
STOXX® B M TMI Industrial Engineering 1§
FOIELE - URABINEEBAE ARG RE
(ROCEMEBREBETEER o ZATEEEUAR
KION GROUP AGR&EE AR HAM AR RIA ©

017FERTFHUNRSEENRM A (L
122017 )) M EEEZEIEAE 2019512 A31
HAER - 2016FER THUR S EE NG
SAT([4£322016 ) M B EZHEE2018
FE12A31BR 20155 ERTFHIURS
HEEAR G (4382015 ) EEE X
ETE2017F 12 A31HER » WE2018FH
FFEYN
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SHARE-BASED PAYMENT (CONTINUED)
Share Incentive Scheme Applicable to KION Managers
(Continued)

At the beginning of the period subject to appraisal, on 1 January 2017,
171,573 (2016: 180,963) 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. 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

B ISR RMEE(EE)
2017 12A31H(AE%T)

T— BRIN=Z T (48)
KIONASIE I AR R =T &) ()

fE2017F 1 A1 BEREZ U CEEE
F171,5730 A EFE AL BENE KD
(20164 : 180,96317)  ZEERMHIZRE
LA B AR T R0 BFE A R F S M
BIEITHED - EEBEEZBR - BT E#R
BHMNBEESRRBRABBENTRIEEE
TTIEET o 1B ET 18 1) 31 IR 19 B2 e LAKION
GROUP AGTE ¥ EZZHIKRK T IBIREHIR
ERRERFTEZ(THSE - KION GROUP
AGEEEXEXRBIBRRERENBRTE
EZRZEARMAR - RO NS BUEER
MRETFHERANEEMN200%5E LR °
BFHURSEENRG R EEFE R
RS « REBMTE AR EE - Aigs
ELHMAT

parameters for measurement:

Parameters for measurement (EUR)

Assessment date on 31 December 2017

Fluctuation of share price of KION GROUP AG
Fluctuation of price of MDAX index
Fluctuation of price of STOXX®Europe
TMI Industrial Engineering index
Risk-free interest rate
Expected dividend yield
Share price of KION GROUP AG at valuation date
Price of MDAX index at valuation date
Price of STOXX®Europe TMI Industrial Engineering
index at valuation date

60-day-average initial value of
shares of KION GROUP AG
60-day-average initial value of MDAX index
60-day-average initial value of STOXX®Europe
TMI Industrial Engineering index

{5 H20175F12 8318
2017 tranche 2016 tranche

FrE2E(EUT) 2017574 2016 F %8
KION GROUP AGHX{E i &) 25.0% 25.0%
MDAXIEEBE KB 15.0% -
STOXX®ERMNTMI Industrial

Engineeringt8 BB 1% K &) - 10.0%
a3 B i = (0.68%) (0.78%)
BEEEE 0.88 0.88
#F{&H BKION GROUP AGH(E 72.71 72.71
F{E B MDAXTE S8BT 26,193.74 -
il B STOXX®BUMTMI

Industrial Engineering

TEEERE - 292.74
60 H FHKION GROUP AG

IREAEM 53.85 43.54
60 H FHMDAXIEE AT B% 21,178.13 -
60 B FHISTOXX®BUMNTMI

Industrial Engineering

TEEIEER - 209.26
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SHARE-BASED PAYMENT (CONTINUED)
Share Incentive Scheme Applicable to KION Managers
(Continued)

As at 31 December 2017, the fair value of the virtual shares granted
in 2017 was EUR65.60 per share, amounting in aggregate to
EUR1T1.6 million, equivalent to RMB90,506,680.00 (2016: EUR42.86
per share, amounting in aggregate EUR7,700,000.00, equivalent to
RMB56,262,360.00); the fair value of the virtual shares granted in
2016 was EUR67.18 per share, amounting in aggregate to EUR11.7
million, equivalent to RMB91,286,910.00. The 2015 tranche to be
paid, amounting in aggregate to EUR11,400,000.00, equivalent to
RMB88,946,220.00, were calculated according to the initial overall target
completion rate. According to the stage of completion of the long-term
target set out at the beginning of the period subject to appraisal in 2014,
in April 2017, the first share-based payment in respect of year 2014 had
been settled to the managers.

As at 31 December 2017, accumulated liabilities incurred from the
cash-settled share-based payments amounted to EUR23,000,000.00,
equivalent to RMB179,452,900.00 (31 December 2016:
EUR20,600,000.00, equivalent to RMB150,520,080.00). In particular,
EUR11,400,000.00 belonged to the 2015 tranche, which was equivalent
to RMB88,946,220.00 (31 December 2016: EUR7,100,000.00, equivalent
to RMB51,878,280.00), and EUR7,800,000.00 belonged to the 2016
tranche, which was equivalent to RMB60,857,940.00(31 December
2016: EUR2,600,000.00 belonged to the 2016 tranche, which was
equivalent to RMB18,997,680.00). EUR3,900,000.00 belonged to the
2017 tranche, which was equivalent to RMB30,428,970.00.

In 2017, 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 RMB32,812,440.00 (2016:
EUR4,300,000.00, equivalent to RMB31,488,040.00). For the tranche
granted in 2016, on a pro-rata basis, total costs recognized in respect
of cash-settled share-based payments amounted to EUR5,200,000.00,
equivalent to RMB39,680,160.00 (2016: EUR2,600,000.00, equivalent to
RMB19,039,280.00). For the tranche granted in 2017, on a pro-rata basis,
total costs recognized in respect of cash-settled share-based payments
amounted to EUR3,900,000.00, equivalent to RMB29,760,120.00.

B ISR RME(EE)
2017 12A31H(AE®T)

T BRI 1T (&)

KIONAE IR IR R B =T 81 (&)

HE2017F12A31H P 2017EERTH
ERBEHD AR EBEASTRES60ET @ 42
B{E BT 11,600,000.00 @ A AR
90,506,680.00 7© (2016 F : & % 42.86 &
JC  #8{E{E H£ 5T BT 7,700,000.00 ¢ A
AR #56,262,360.007T) * 2016F E & F
MEBRKROD AR EEBEAERE7.18ET « 8
E{E £ 5BIT11,700,000.00 © FrE AR
91,286,910.007T ° HRIEV 4 B 1Z 5T X
STEHMEE S 2015 FEER TMH5E - H
48 (B (E L5 BT 11,400,000.00 © Fra AR
#88,946,220.007T ° IRIE2014FEME %
MEASIE B RAIB M TAIER - R20174
AR - MEREE TE—F2014FEHEEN
R&AD AT o

HZ2017F12A8318  WR &£ EA
BOZNEENRABESERE T
23,000,000.00 * #& AR#179,452,900.00
70(2016412 4318 : BJT20,600,000.00
& AR #150,520,080.007T) + He -
BX 7T 11,400,000.00 /& 7 2015 F M & F 9
% 1A AR %88,946,220.00 7T (2016 F
12 A31H : BJt7,100,000.00 ' T4 AR
# 51,878,280.00 7T ) * [ T 7,800,000.00
BR2I6FHHRTHE TAEARK
60,857,940.00 T ( 2016 4 12 A 31 H

B 7T 2,600,000.00 & 7 2016 F & &% T 11
% 1A AR 18,997,680.007T) © BT
3,900,000.00B 2017 MHE T O » 14
AR #30,428,970.007T °

20174 » HHR2015F & F 8D FEIZ L] A
ReGENROINERNERBBEAEET
4,300,000.00 * #T& A R #32,812,440.00
7L (2016 F : B 7T 4,300,000.00 © #T& A
R ¥ 31,488,040.00 7t ) * ¥ R 2016 F &
FHMHEIZLEOIARE EEORG I ®
REE A& AR IT5,200,000.00 - T e
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3,900,000.00 * #& A R #29,760,120.00
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Share Incentive Scheme Applicable to KION Executive Board
As part of the Share Incentive Scheme of KION GROUP AG, the period
subject to appraisal for the share-based payments granted to the
members of the Executive Board is 3 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 2017, i.e. the beginning of the period subject to appraisal,
82,265 virtual shares (2016:104,438 shares) with specified fair value
were granted to members of the Executive Board and apportioned in
ways stipulated in the service contract of each member of the Executive
Board.

The cash-settled share-based payment granted in 2017 (the “Executive
Board 2017") is subject to appraisal for business performance during
a period ending 31 December 2019, and the cash-settled share-based
payment granted in 2016 (the “Executive Board 2016") is subject to
appraisal for business performance during a period ending 31 December
2018. The cash-settled share-based payment granted in 2015 (the
“Executive Board 2015") is subject to appraisal for business performance
during a period ending 31 December 2017 and will be paid by the
aforesaid method in spring 2018.

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 Board
to adjust the final payment at the end of the performance period by +/—
30 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. MLahhBRMNDBERLD

KION#1TZ E SR EX B2
YEBKION GROUP AG % 4 i B =1 &1 69 — 27
D BTFRTZESRENRMHIHERE
ZEERR3E - STTE B G K B KK B RN
RORT 2 B A IR AR S B At B A — B -
E2017F1 B 1 BEREAMZ %8R - 31T
EeRBwHI% 82,265 EBR T AR EHE
BB (5 (20164F © 104,43817) » ZEHE
B IRBEVHITEEGKENREERF
FEMHASE o

017FERTFHURSEENRM A (T8
TEZEE2017 ) MEEEZAEL 20195
12ANBEER 2016FERTFTHUNRESLE
HORMZA([HITEEE2016 ) MEEZE
HHARE2018F 12 A31BA R © 2015FF
BRYHURSEENROZN(TRITEES
2015 ) M EEEZERE2017F12A31H
B BE2018F EFRB L R ETY
e

FEEEZRHR  BTEAEBRBROOEE
SRR B IEMTERIREEITIEE] - 87
BHRI) BLE TR LAKION GROUP AGE 2452
ZHRRNFEREFAEZRERTES N
B4 %8 o KION GROUP AGES =& B 114 R
WITZEEZEMNEAAERIREESZAR
E30% MIRE AMAE  WEBEAZRKHE
NEEUNRTEEXAABEN200%5
IR o BT HURSEENRD SRS ERE
HERASE e REEAFTEAAEE A
BT 228K RESE I EIER -



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

X1

SHARE-BASED PAYMENT (CONTINUED)
Share Incentive Scheme Applicable to KION Executive
Board (Continued)

As at 31 December 2017, the fair value of the virtual shares granted
in 2016 was EUR65.13 per share, amounting in aggregate to EUR5.2
million, equivalent to RMB40,571,960.00 (31 December 2016: EUR42.19
per share, amounting in aggregate EUR4,400,000.00, equivalent to
RMB32,149,920.00); the fair value of the virtual shares granted in
2017 was EUR65.60 per share, amounting in aggregate to EUR4.2
million, equivalent to RMB32,769,660.00. The 2015 tranche to be
paid, amounting in aggregate to EUR9,500,000.00, equivalent to
RMB74,121,850.00, were calculated according to the initial overall target
completion rate. According to the stage of completion of the long-term
target set out at the beginning of the period subject to appraisal in 2014,
in March 2017, a share-based payment in respect of year 2014 had been
settled to members of the Executive Board.

Accumulated liabilities incurred from the cash-settled share-
based payments amounted to EUR15,100,000.00, equivalent to
RMB117,814,730.00 (31 December 2016: EUR16,900,000.00, equivalent
to RMB123,484,920.00). In particular, EUR9,500,000.00 belonged to
the 2015 tranche, which was equivalent to RMB74,121,850.00 (31
December 2016: EUR6,000,000.00, equivalent to RMB43,840,800.00);
EUR4,000,000.00 belonged to the 2016 tranche, which was equivalent
to RMB31,209,200.00 (31 December 2016: EUR1,600,000.00, equivalent
to RMB11,690,880.00); and EUR1,600,000.00 belonged to the 2017
tranche, which was equivalent to RMB12,483,680.00.

In 2017, for the tranche granted in 2015, on a pro-rata basis, total
costs recognized in respect of cash-settled share-based payments
amounted to EUR3,600,000.00, equivalent to RMB27,470,880.00 (2016:
EUR3,800,000.00, equivalent to RMB27,826,640.00). For the tranche
granted in 2016, on a pro-rata basis, total costs recognized in respect
of cash-settled share-based payments amounted to EUR2,300,000.00,
equivalent to RMB17,550,840.00 (2016: EUR1,600,000.00, equivalent
to RMB11,716,480.00). For the tranche granted in 2017, on a pro-
rata basis, total costs recognized in respect of cash-settled share-
based payments amounted to EUR1,600,000.00, equivalent to
RMB12,209,280.00.

B ISR RME(EE)
2017 12A31H(AE®T)

T BRI 1T (&)

KION#{TZE SR EZ BT (&)
HE2017F12A31H 2016 EERTH
EEBEHD AR EBEASTRGSI3ET - 42
{81 #£ 51 B 7T 5,200,000.00 © & AR
40,571,960.007C (20164512 A31H : Fi%
42 19BT - B {EE 58 IT4,400,000.00
ﬁA/\Emz 149,920.007T) * 2017F E&
%E’JJ’E?%&'HXT\’/}/LEFTEE%% 60BLTT

4B {E L 5HE7T4,200,000.00 @ H1E AR
32,769,660.007E RIEW) P48 B AR Tl &K
STEHB A 2015 FEER T MH5E - &
48 {B{E 5T BT 9,500,000.00 © #fré AR
74,121,850.007T © iR IE2014F 5 K =E %4
HHIEH R BZEMTRIER - 7201743
A MR ZEeNEEE T —£20145E
FERARIAR D A ©
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Z:tBE £ % AR T 15,100,000.00 © #7
A& AR #117,814,730.00 7T ( 2016 £F 12
A 318 : B JT 16,900,000.00 © T & A
R ¥ 123,484,920007C ) « £/ - BT
9,500,000.00 B R 2015 F W & F 1n 58 -
A AR 74,121,850.00 7T (2016 F 12
HA31H : B JT6,00000000 @ 1A AR
#& 43,840,800.00 7T ) * [ JT 4,000,000.00
BR2I6FHRTHE TAEARK
31,209,200.007C (2016412 A318 : BT
1,600,000.00 * # & A K #11,690,880.00
JC) * BT 1,600,000.00B 72017 FHYIR F
D8 e ARH12,483,680.007T °

20174 » HHR2015F & F 8D FEIZ L] A
WEBENRMDITHERNEBEEARUT
3,600,000.00 + #T& A R #27,470,880.00
70 (2016 4 : [BX T 3,800,000.00 * #T& A
R # 27,826,640.00 70 ) @ ¥ 7 2016 F %
FHMHEIRLEOIAR S EE N RGO S ®
R B A 4% AR JT2,300,000.00 ¢ FrE
A R #17,550,840.00 7T (2016 %F : BT
1,600,000.00 * #r & A R #11,716,480.00
TL)  HR2017FEE TR M EEIRLL I AR
SRENBHINERNERAE AT
1,600,000.00 * #T& A K #12,209,280.00
5o
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SHARE-BASED PAYMENT

Share Incentive Scheme Applicable to KION Executive

Board (Continued)

In 2017, all the salaries of the Executive Board members of KION GROUP
AG who joined the share-based incentive scheme are as follows:

(CONTINUED)

B ISR RMEE(EE)
2017 12A31H(AE%T)

T— BRI (48)

Gordon Riske
Gordon Riske

Wages, allowances and non-cash

T4 RhNRE

KIONSITZES

2017
2017%

Bert-Jan Knoef ~ Theodor Maurer Ching Pong Quek
Bert-Jan Knoef ~ Theodor Maurer  Ching Pong Quek

R2017F » RH
AGHIBITEESLE -

IR R 8 ()

T AR5t 2] A KION GROUP
HEBISRMOT

Dr Eike Bohm  Dr Thomas Toepfer

Dr Eike Bohm  Dr Thomas Toepfer

benefits flaes 8,554,126.80 - - 5.730,730.80 4,540,326.00 5,166,051.60
Performance-linked bonus Eyangs 5,066,851.20 - - 3,258,351.60 2,533,425.60 2,853,919.20
Cash settled share option expenses LA & &E R g
b4 21,640,948.80 76,308.00 76,308.00 18,084,996.00 14,033,041.20 3,128,628.00
Pension contribution BELHEET 5,066,851.20 - - 946,219.20 1,159,881.60 1,106,466.00
In 2016, all the salaries of the Executive Board members of KION GROUP 20164 - B2 7 K5 £ A9 KION GROUP
AG who joined the share-based incentive scheme are as follows: AG E’]iﬂﬂié @§§ HErBE LT -
2016
20168
Gordon Riske Bert-Jan Knoef  Theodor Maurer ~ Ching Pong Quek Dr Eike B&hm  Dr Thomas Toepfer
Gordon Riske Bert-Jan Knoef  Theodor Maurer  Ching Pong Quek Dr Eike Bohm  Dr Thomas Toepfer
Wages, alowances and non-cash T4 + B34
benefits flzes 6,004,696.00 - - 5177,219.60 3,815,178.80 3,829,824.40
Performance-finked bonus Eypags 5,536,036.80 - - 412273640 292912000 3,163,449.60
Cash settled share option expenses B AEENRIHEIES
i 22,759,262.40 1,567,079.20 1,567,079.20 20,415,966.40 7,557,129.60 15,172,841.60
Pension contribution BELHEER 4,635,332.40 - - 893,381.60 1,135,034.00 1,003,223.60
WEICHAI POWER Co., LTD. (L hiRRBERALD



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XII.,COMMITMENTS AND CONTINGENCIES

1.

Significant commitments

B ISR RME(EE)
2017 12A31H(AE®T)

T2 BGENRIBEIR

1.

Contracted, but not provided for BRAEREE
Capital commitments BARHEEE
Investment commitments E A

1,802,974,738.68

ERFEEE
2017 2016
20175 20164

1,891,983,933.89
4,920,000.00 -

1,807,894,738.68

1,891,983,933.89

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 2017, open position of outstanding
acceptance bill was RMB3,522,367,332.15 (31 December 2016:
RMB2,456,896,778.00).

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 2017, risk exposure in respect of possible guarantee for
joint liabilities was RMB1,507,220,000.00 (31 December 2016:
RMB922,960,000.00).

REE O R
RRABZFRRIBAER FEHRA
RIS C AT AR =
EEWE - EHEERRITEATER
30%MIRFES - RIBERITHTH—F
EA%E  PERVRITEALIESRA
REBERAENREBRAGER
PRI ER R E AR A G A HEmEE
ZESHEHRRES ZMEENRIUR
BEMT - HZE2017F12A318 0 &
KREHHNALEZHOEAARE
3,522,367,332.157C (2016 5 12 A 31
B AR#2,456,896,778.007T) °

B ERE N R BRNER
KRR Z FARIKRAER TEFRA
AHEEREHERRATEAE
W#E EHHNTLEREREBRA
R APRAER TEA R A A oL
PR RERERY  BRASATE
BRARAMERENEAM A KEE
MHRERES AR EF S RME
BEYBEEME - HZE2017F12A31
B #%ETRBERBOASARE
1,507,220,000.00 7t (2016 £ 12 A 31
B AR#922,960,000.007T) °
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31 December 2017 (Expressed in Renminbi Yuan)

XII.

KL

XIV.

342

COMMITMENTS AND CONTINGENCIES
(CONTINUED)
4. Guarantee

B ISR RMEE(EE)
2017 12A31H(AE%T)

T2 AGENRIBSIAE)

4,

EREBE

2017 2016
20175 20164

Loan guarantee fERER
Other guarantee H PR

629,824,239.60
376,307,409.45 31,755,352.80

376,307,409.45 661,579,592.40

SUBSEQUENT EVENTS

Profit distribution

On 28 March 2018, the Company’s 2017 profit distribution proposal was
approved by the Company’s seventh 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, based
on the total share capital of 7,997,238,556 shares as at 31 December
2017, without any capitalisation of reserve. Completion of the proposal
is subject to the consideration and approval by the 2017 Annual General
Meeting.

OTHER SIGNIFICANT EVENTS

1. Leases
As the lessor
Finance leases: As at 31 December 2017, the balance of unrealized
finance income is RMB674,563,451.10 (31 December 2016:
RMB557,698,816.80) 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:

= EEBEREERSR

DAL

2

018%F3A288  ARAINELXREEFE

EZBBTARARNTFENF B DA B
= EMN2017F 12 A31 B ARG

7

,997,238,556 % AEE - MEEREEF10

PRI S AR ARE2 50T (/) T8
MEATESEIEARA « A RFL2017FER
HAFKSEFBBEEE -

10 - Hith&BBEIE
1. #HE
TERMH TN

MEME  R2017F12A8318
AEERMERZNHEAARE
674,563,451.10 7T ( 2016 4 12 A 31
B : AR#557,698,816.807C) @ %
BAERANRAERASHNSEHEE
T8 REHARARZITINHEES
[ R R ENREEE WRE
PUNNE

2017 2016
20175 20164

Within 1 year (including 1 year) TFEAR(E1E)
1-2 years (including 2 years) TEE2F(529F)
2-3 years (including 3 years) 2FEEIF(E3F)
Over 3 years 3FLAE

2,048,127,156.91  1,648,406,773.20
1,972,308,596.17  1,581,580,915.52
1,535,591,697.45  1,207,682,388.34
1,951,509,457.77  1,465,281,745.74

7,507,536,908.30  5,902,951,822.80

For fixed assets leased out under operating lease, refer to Note V.16.

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

1.

Leases (Continued)

As the lessee

Finance leases: As at 31 December 2017, the balance of
unrecognised finance costs is RMB839,543,441.76 (31 December
2016: RMB829,320,316.30) 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 RME(EE)
2017 12A31H(AE®T)

th- HthE R HIA(1E)

1. HAE(E)

1EAETFAN

BEMEE - R2017F128318
AERBEBRANBEAARE
839,543,441.76 7t ( 2016 4F 12 A 31
B : AR#829,320,316.307T) * ¥
BEBRMEEAEREHANSEEME
o - REENBEARIINEES
A RO REEENRKBENRE
T

2017
20175

Within 1 year (including 1 year) TEUR(E146)
1-2 years (including 2 years) 1FE2F(E2F)
2-3 years (including 3 years) 2FEEIF(E3F)
Over 3 years 3FEM

2016
20164

4,187,093,227.08
4,060,662,174.15
2,726,337,590.61
2,914,851,816.02

3,403,287,866.69
3,472,107,820.23
2,337,788,583.43
2,466,112,967.99

13,888,944,807.86

11,679,297,238.34

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

MERABEEE 28K=ER 160

EAKEHE  REEHBEARTH
HEAR  THREEAENREHEE

leases are as follows:

N

Minimum lease payments

REHETRE

2017
20175

Within 1 year (including 1 year) TEUR(E146)
1-2 years (including 2 years) 1FEE2F(F26)
2-3 years (including 3 years) 2FEE3IF(F3F)
Over 3 years 3FMUE

2016
20164

777,978,622.64
548,215,590.35
394,306,850.08
1,787,396,253.09

661,006,076.20
550,009,864.73
391,822,710.14
1,144,213,118.65

3,507,897,316.16

2,747,051,769.72
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (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”);

(¢ 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”).

344 WeicHAI PoweER Co., LTD. S NBRMNERAS
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

2.

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, profit or loss 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.

B ISR RME(EE)
2017 12A31H(AE®T)

th- HthE R HIA(1E)

N

LB (E)
EREHNEEERMFEREARNR
RER  HEXBETNEERRD
FAIETTEIR - DB - ABEND
A RERETHE - RIERRY
MBRBETHARRNER  BTE
EHEWA -~ MBER - KEKE -
BERBA - emIALCAEBEEZDE
BANBEHERZI  ZEFEARE
B EARER B -

DWEETBEUNAREBEFSEE
BERAZHBENERERE 0T
ATH - BRER - BKAE -7
HEESREE  REBRERE B
2 RIEFTSHEEMEMARD R
REEE REAENELEEHDHA
SEG—EHE -

DEEBEBIBETELR - B3 &
ZFTRIN - RIEPTIS IR B E AR E A
ANEHENAE  REERELSR
BERRAEESR—EE -

DEENEREE  2RAF=THE
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
XIV.OTHER SIGNIFICANT EVENTS 10 EfthSEZEIE(48)

(CONTINUED)

. INENER A (4=
2. SEGMENT REPORTING (Continued) 2. ZEbERE ()
H . @ AX 2\ 1z =
Operating segments (Continued) AEE 5B (4B
Automobiles
and other major
automobile Other Import & Forklift trucks and
Diesel engines components components export services supply chain solution
RERHEMEE RER
E:1 i Hp2HH EHORE BEEEAR
2017 W75
Seqment revenue: A
Sale to external customers NIERHE 31,40,773,383.89 59,295,565,900.92 2,529,752,004.40 126,981,153.52 58,376,319,793.90 151,569,392,236.63
Inter-segment sale HEREE 12,561,380,911.27 4,438,065.98 1,104,843,160.59 25,166,329.85 116,828,998.13 13,812,657,465.82
Total At 43,802,154,295.16 59,300,003,966.90 3,634,595,164.99 152,147,483.31 58,493,148,792.03 165,382,049,702.45
Adjustment:
Elimination of inter-segment sale (13,812,657,465.82)
Revenue 151,569,392,236.63
Seqment esls 458 6,730,786,447.00 1430856,15989 186969364.32 (37.21192821) 20656533300 1177,055377.08
Adjustment: g2
Elimination of inter-segment results EENTHEE (456,090,165.26)
Interest income LN 957,162,142.94
Dividend income REYARAAEM R
and unallocated income 553,274,536.03
Corporate and other PEREMRARRR
unallocated expenses (161,219,278.15)
Finance expenses BB (1,547,915,114.52)
Profit before tax iR 10,522,267,498.12
31 Decerber 2017 WITE2A31A
Segment assets HHEE 37,778,526,803.73 32,471,332,085.77 18,251,755,485.49 11,966,343,480.78 75,034,006,890.41 175,501,964,746.18
Adiustment: HE:
Elimination of inter-segment assets BHIIHEE (25,214,008,750.78)
Comporate and other PEREMANEEE
unallocated assets 39,350,210,634.12
Total assets GEE 189,638,166,620.52
Segment liabilities AHEE 27,027,000,538.90 31,023,164,678.62 13,019,140,067.07 1,492,306,272.60 35,725,701,796.40 108,287,313,353.59
Adjustment: B2
Hlimination of EEABHAR
inter-segment liabiities (17,957,220,509.52)
Corporate and other PEREMRARAS
unallocated liabilties 42,953,082,554.95
Total liabities BeE 133,283,175,399.02
017 0175
Other segment information: EAHBEH :
Share of profit and loss from: TR EREE
Gaini(oss) from associates BetghE/(B%) 60,012,621.52 8,683,712.74 - (87,742,088.80) 103,916,873.20 84,871,118.66
Reversal/loss) of impairment of inventories ~ Z&EEHE /(B%) (43,401,333.98) (399,497,255.78) 313,303.81 - (80,592,577.26) (523,177,863.21)
Reversalfoss) of impairment of accounts — EUMERF R E B UERF R E
receivable and other receivables &0/(B%) (20,683,378.31) (200,317,397.70) (3,900,195.52) 111,285.96 (109,819,217.99) (334,608,903.56)
Reversalloss) of impairment of non-current 3£ RETAE H(EEE /(1B%)
assets (261,236,754.62) (343,488,614.19) (373,375,706.97) - (114,251,694.31) (1,092,352,770.09)
Depreciation and amortization REREH (799,649,068.19) (953,848,008.82) (257,140,564.18) (25,774,122.50) (5,328,339,390.24) (7,364,751,153.93)
Gaini(oss) rom disposal EeAERENG/(1BX)
of fived assets 448313339 30,557,433.65 21,286,009.28 - (261,172.72) 56,065,403.60
Gainf(oss) from disposal of intanglble assets  EF/AEERERE/(E%) - 20,292,433.24 - - - 20,292,433.24
Investment in associates RBEREERANEE
and jointly controlled enterprises 1,173,738,285.10 732,362,510.22 515,793,344.24 217,041,775.92 - 2,638,935,915.48
Capital expenditure BARY (499,159,014.83) (698,831,978.35) (267,750,153.96) (855,191.70) (6,991,232,548.82) (8,457,828,887.66)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

2.

B ISR RME(EE)
2017 12A31H(AE®T)

+1 - 3

thSRFIA(1E)

. INMER A (43
SEGMENT REPORTING (Continued) 2. oEbERE (&)
. . T AL L\ 2f [ s
Operating segments (Continued) AE D&
Automobiles
and other major
automobile Other Import & Forklft trucks and
Diesel engines components components export services supply chain solution Total
ABREMEE ER
Kb AETHH B EHORE HEERRAR Aif
2016 0165
Segment revenue: AEHA :
Sale to external customers IMIREHE 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 - 7,465,835,64337
Total At 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: &
Elimination of inter-segment sale AEnTEEE (7,465,835,643.37)
Revenue A 93,183,521,384.54
Segment results PR 2,970,860,299.24 (256,078,160.04) (240,980,89732) 33,515,167.65 2,138,666,390.71 4,645,982,800.24
Adjustment: HE:
Elimination of inter-segment results BHEIONEE (294,021,604.81)
Interest income LN 791,203913.76
Dividend income and unallocated income ~~ [REMARA UG 636,265,296.41
Corporate and other unallocated expenses ¥ REMASERE (151,756,835.56)
Finance expenses ErBAA 990,026,798.60)
Profit before tax HarE 4,637,646,771.44
31 December 2016 W16512A317
Segment assets AHEE 28,992,337,168.51 24,859,881,992.44 15,104,527,870.11 6,147,978,624.91 70,746,800,55.17 145,851,526,212.14
Adjustment: HBE:
Elimination of inter-segment assets ERNDREE (13,956,301,568.13)
Corporate and other unallocated assets PEREMRAREE 31,640,965,618.13
Total assets #EE 163,536,190,262.14
Segment liabiities HHEE 16,111,956,906.26 21,781,7138,673.45 7,355,196,028.33 487,298,077.06 31,295,857,375.20 77,038,047,060.30
Adjustment: HE:
Elimination of inter-segment liabiities BHIOHEE (9,012,678315.46)
Corporate and other unallocated liabiitis ~ AEREHKITLERE 51,236,878,828.48
Total liabilties ek 119,262,47,573.32
Other segment information: AfpAaEH -
Share of profit and loss from: EETAIARFERSS
Gain/(oss) from associates BErhE/ (BR) 36,075,296.33 (29,469,794.17) - 156,716.09 80,488,739.06 87,250957.31
Reversalloss) of impaiment of inventories ~ Z&EEE /(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)
Reversallloss) of impaiment of accounts MR REMERESHHE
receliable and other receivables #0/(8%) (8,141,938.58) (143,024,892.08) (2412,133.01) 2423119 (49,776,505.40) (203,391,237.88)
Reversalloss) of impaiment FRYEEAEED/ (BX)
of non-current assets (2,085,443.66) (24,000,000.00) (249,310,454.60) - - (275,395,898.26)
Depreciation and amortization TERES (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)
Ganfloss) from disposal of fhed assets ~ EFAERERIE/(B4%) 12,518,657.38 (15938.50) (6,696,668.31) 11409 55267297 £,358,837.63
Gaindoss) from disposal of intangible assets B AZRERS /(%) - - - - - -
Investment in associates REERAERANEE
and jointly controlled enterprises 612,503,306.14 465,689,452.01 - 37,060,314.34 429,717,719.36 1,544,970,791.85
Capital expenditure BRRR (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 PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
XIV.OTHER SIGNIFICANT EVENTS 10 Hith S B EIA(FE)
(CONTINUED)
2. SEGMENT REPORTING (Continued) 2. DEERE (&)
Group information FEZE
Information about products and services Ean 158
Revenue from external transactions HINZ WA
2017 2016
20175 20164F
Complete vehicles and key components BE KBRS 66,267,634,689.43 37,485,531,426.96
Non-automobile engines IERE I 11,371,820,866.08 6,632,102,155.29
Other non-major automobile components HibIEEZFBETEM 9,913,699,950.11  4,776,948,770.74
Forklift trucks and supply chain solution PEN L) IES 58,376,319,793.90 41,062,981,343.03
Others Hith 5,639,916,937.11 3,225,957,688.52

151,569,392,236.63 93,183,521,384.54

Geographic information HHIB(EE
Revenue from external transactions HINZ FUA
2017 2016
20175 20164
China =15y 155 86,199,110,885.11 48,804,399,222.66

Other countries and regions H{th Bl SR A 3[R 65,370,281,351.52 44,379,122,161.88
151,569,392,236.63 93,183,521,384.54

Revenue from external transactions is attributable to the areas HINZ ZWAFBR TP TR, -
where customers are located.

Total non-current assets IERE B EARRE
2017 2016
20174 20164F
China EalEip N7 17,096,411,403.27 17,835,356,526.53
Other countries and regions H A B K A= 61,858,166,824.96 60,716,234,534.85

78,954,578,228.23 78,551,591,061.38

Non-current assets are attributable to the areas where the assets EREEEBRIEAEFERS, -
are located, excluding financial assets and deferred tax assets. FEIE SR A E R FER A o
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XIV.OTHER SIGNIFICANT EVENTS
(CONTINUED)

2.

SEGMENT REPORTING (Continued)

Group information (Continued)

Information about major customers

Revenue of RMB6,615,166,611.85 (2016: RMB3,002,580,813.97)
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

KION GROUP AG, a subsidiary of the Company, obtained control
over Dematic Group on 1 November 2016. As the assessment
work was not yet completed at that stage, the fair value of the
identifiable assets, liabilities or contingent liabilities acquired under
the consolidation were only temporarily determined. Pursuant to s.
16 of the “Accounting Standards for Business Enterprises No. 20
— Business Combinations” ({(dZ &5+ BI5 205 — D24 0F)),
recognition and measurement for the business combination based
on the temporary values determined by the Group and adjustments
to the temporary values so determined within 12 months upon
acquisition shall be deemed to be recognition and measurement
as at the date of acquisition. Adjustments have been made to the
temporary values of the relevant items in these annual financial
statements pursuant to the requirements under the accounting
standard, and re-statements have been made for the relevant
statements. Major impacts on the consolidated balance sheet of
the Group for 2017 caused by the re-statements to the aforesaid
items are as follows:

B ISR RME(EE)
2017 12A31H(AE®T)

th - HithE 2 EIA(1E)

2.

Before
re-statement

At beginning
of year

1]
FENRE

D EERE (&)

EEHZE (&)

FEXFEE
EEWAAREG6,615,166,611.857C
(20164 = A R #3,002,580,813.97
TL) R ARSI S BRI R E R E A
BERETHHSHEE—BERATE (R
BEMZZELPEG THRAEE)N
N

LB BB

AR a2 F 2 8 KION GROUP AG 7
2016 % 11 A1 H B 3R 7T ¥ Dematic
GroupBU12 il - AR E R E TIE
KK - BHFRENSEHRE
E -BEERNEEENAAEBERE
TRETE - BEB(EESFTERE20
- EAHE TG RNEBLAR
HENEREESERYECELME
ITHERFEE - WIREEERE®M12
EARNEERNEREEETAE
RATEE BMIERMETE - XFE
B RRAB IR AERIR E £ AR IE B 1
TR EBEET AR UHBRB®RE
ETTER - FSERBRREEE
M AEB07FEAHEERRR
MEBFENT :

2017
20175
After re-
Re-statement statement
“Accounting
Standard for
Business
Enterprises
No. 20 - Business
Combination”

it (b¥EE

At beginning
of year
Carrying amount

Fixed assets EEEE
Intangible assets BVEE
Goodwill RS

Deferred tax assets ELABHEE
Deferred tax liabilities BB aE
Other comprehensive income Hikr el
Minority interests DEREER

25,801,560,424.62
25,362,976,371.96
23,037,674,856.10
4,019,599,412.58
8,120,369,699.73
(295,101,754.34)
12,823,400,239.00

ERIZE205% - Epug:d
EEH) FARE
(5,604,315.60) 25,795,956,109.02
(205,788,715.20) 25,157,187,656.76
(240,605,617.20) 22,797,069,238.90
(2,491,618.80) 4,017,107,793.78
(166,763,096.40)  7,953,606,603.33
(124,470,773.91)  (419,572,528.25)
(163,256,396.49) 12,660,143,842.51
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeEsS 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS
1. Cash and cash equivalents

B ISR RMEE(EE)
2017 12A31H(AE%T)

_|_
=H
>
ol
}_H.
4
—_gli
3
4
W
@
]
|lEJI_I|I:
ﬁ

Cash at bank EiFRE
Bank deposits RITIFN
Other cash equivalents Hih g% &<

2017 2016

20175 2016%F
108,151.03 260,232.34
14,138,387,726.44  9,744,015,449.37
90,719,524.14 15,182,560.49

14,229,215,401.61  9,759,458,242.20

As at 31 December 2017, the cash and cash equivalents of the
Company under restriction amounted to RMB90,719,524.14 (31
December 2016: RMB15,182,560.49).

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.

2. Notes receivable

MR20174E12 A318 » AR AW FF
ERZIRINERKESAARE
90,719,524.1470(201645 12 318 :
AR#15,182,560.497T) °

RITE B RIRIBIRITIE T HRA E
HSHBUA o 52 515 Bife eV 17 3K
D RIRENBATE - RKARFIR
REHBRME - LIRBABNRITE
HAT SN KBRS A B

2. BUREE

2017 2016
20175 20164

Bank acceptance bills HRITH ER

23,018,971,007.38 14,623,284,642.83

Among which, notes receivable that were pledged are as follows:

Hep - D EWNEREENT

2017 2016
20175 20164

Bank acceptance bills HRITH EE

10,584,550,074.03  5,683,731,002.77

Notes receivable that were endorsed but no yet expired as at the
balance sheet date are as follows:

EEEEHEEEABRA AN
ES: VIINE

2017 2016
20175 20164

Derecognition Derecognition
RIETER 2T

Bank acceptance bills HRITH ER

305,381,126.35 560,230,360.23
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)
2.

Notes receivable (Continued)

As at 31 December 2017 and 31 December 2016, the Company
has not transferred any notes into accounts receivable due to

issuers’ failure in performance.

As at 31 December 2017, receivables with carrying
amount of RMB10,584,550,074.03 (31 December 2016:

RMB5,683,731,002.77) were under restrictions.

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:

B ISR RME(EE)
2017 12A31H(AE®T)

th R X 2MFHRKRIAB R (48)

2. BWEREGE)
M20179F12 A31 B M20164512 A 31
A ARRERLEAENBELOM G
ERELREKERHRE -

MN2017F12 8318 © REBEARE
10,584,550,074.037£ (2016412 A 31
B : AR#5,683,731,002.777C) fE YR
SRMAREZ RS

3. EBUWRERR
ARRREFROE S IEFAEAR
SRE - A—RERHEFBMAKL
RERERRRT LT - ERET
R1-6f87 - EKIRKL TS «

BERZEEA - BERRERS TN
™

2017 2016
20175 20164

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
31E A =61E A
6fE A Z=14F
1FE2F
2EFEE3F

3FEU

1,417,601,274.10 745,736,681.61
25,014,065.18 157,688,734.51
78,161,998.60 176,066,775.12
36,377,612.60 50,083,401.42
21,357,222.02 10,998,096.14
3,468,530.04 3,683,150.03

Less: Provision for bad debt for accounts
receivable

1,581,980,702.54  1,144,256,838.83

L ERR SR AR

89,097,053.93 59,650,280.52

1,492,883,648.61 1,084,606,558.31

Changes in provision for bad debt for accounts receivable are

presented as follows:

FEUPR SRR ERE BN T

2017
20174

2016
20164

Opening balance FEYAREE 59,650,280.52 35,230,830.42
Provision for the year AFEFHR 29,486,373.41 24,419,450.10
Written-off during the year NS (39,600.00) -
Closing balance FARBREE 89,097,053.93 59,650,280.52
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeEsS 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)
3. Accounts receivable (Continued)

Individually significant items
for which provision for bad debt
is recognized separately

Items for which provision

BELEEATER
SRR

REREREBES

B ISR RMEE(EE)
2017 12A31H(AE%T)

th R X 2MFHRKRIABRE ()

3. BUWERM(E)

2017
20175

Proportion
4]
(%)

Provision for
bad debt
R

Proportion of

provision
LAl
(%)

for bad debt is recognized SHRZRR S
by credit risk characteristics 1,581,980,702.54 100.00 89,097,053.93 5.63
Not individually significant items BESEEIEX
for which provision for bad debt (BEIE R EIE
is recognized separately - - - -
1,581,980,702.54 100.00 89,097,053.93
2016
2016%
Provision for Proportion of
Amount Proportion bad debt provision
F il BRER FHELLA
(%) (%)
Individually significant items BESBEAVER
for which provision for bad debt HREREE
is recognized separately - - - -
Items for which provision ZEREREHES
for bad debt is recognized HRERER
by credit risk characteristics 1,144,256,838.83 100.00 59,650,280.52 5.21
Not individually significant items BELBHIEX
for which provision for bad debt (BEIEHEEEEE
is recognized separately - - - -
1,144,256,838.83 100.00 59,650,280.52

As at 31 December 2017, there was no individually significant

accounts receivable for which provision for bad debt was
recognized separately (31 December 2016: Nil).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B PSRBT (&)

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

XV. NoTES To KEY ITEMS OF THE COMPANY 10 A F B RERIAEFE(EE)

FINANCIAL STATEMENTS (CONTINUED)

3.  Accounts receivable (Continued) 3. FEWRERFX(E)
Account receivables of which provision for bad debts is made ARRFRARE DA ERER
according to aging analysis by the Company are as follows: FIFEIRBR SRIB R T

2017
2017%
Provision for Proportion of
Amount Proportion bad debt provision
£8 4] Bk Rt Al
(%) (%)
Within 1 year 1EHR 1,520,777,337.88 96.13 73,805,655.39 485
1-2 years 1225 36,377,612.60 2.30 5,456,641.89 15.00
2-3 years 283% 21,357,222.02 135 6,407,166.61 30.00
3-4 years 345 81,880.01 0.01 40,940.01 50.00
4-5 years 4-5%F - 0.00 - 0.00
Over 5 years SEME 3,386,650.03 0.21 3,386,650.03 100.00
1,581,980,702.54 100.00 89,097,053.93
2016
20165
Provision for Proportion of
Amount Proportion bad debt provision
k2 sd/] BRER SHELLO
(%) (%)
Within 1 year 1ELAR 1,079,492,191.24 94.34 50,212,635.64 4.65
1-2 years 1226 50,083,401.42 438 3,834,807.24 7.66
2-3 years 283% 10,998,096.14 0.96 2,001,937.61 18.20
3-4 years 3-4% 164,500.00 0.01 82,250.00 50.00
4-5 years 4-5%F - - - -
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

As at 31 December 2017, the top five balances in respect
of account receivables had a total closing balance of
RMB934,596,324.81, accounting for 59.08% of the total of
closing balance of account receivables. The closing balance in
respect of bad debt provided for the top five balances amounted
to RMB46,729,816.24.

As at 31 December 2016, the top five balances in respect
of account receivables had a total closing balance of
RMB846,384,667.82, accounting for 73.97% of the total of
closing balance of account receivables. The closing balance in
respect of bad debt provided for the top five balances amounted
to RMB46,059,178.14.

MR2017512A318 - SEAIIAEN
BUREFNFRGEEATAARE
934,596,324.817T ' (hFEWERNFE R
BREAAFTEMLL B 559.08%  ZATH
FHEEFHRMIBREBFRGEAA
R#46,729,816.247T °

R2016512A318 BRI AEN
EWBESRHFERBRBETAARE
846,384,667.827T * fh FEULER SNEF K
HREBA T RT73.97% - AR
HREHRMIZEREEFRBEAA
R#46,059,178.147T °
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeEsS 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

4. Other receivables

An aging analysis of other receivables is presented as follows:

B ISR RMEE(EE)
2017 12A31H(AE%T)

th R X 2MFHRKRIABHRE ()

4. HEWE
EA WA BRER DT T -
2017 2016
20174 20164

Within 1 year
1-2 years
Over 3 years

1 AR
18226
3FLAF

350,687,167.03  1,490,409,553.36
11,436,306.26 -
13,065,863.03 22,855,052.76

Less: Provision for bad debts
in respect of other receivables

375,189,336.32  1,513,264,606.12

B UG ARt

14,749,851.41 24,200,665.63

Closing balance

FRE

360,439,484.91 1,489,063,940.49

Changes in provision for bad debts in respect of other receivables

are as follows:

HAhERSIRIREHNE BT

2017
20174

2016
20164F

Opening balance FE 24,200,665.63 37,186,694.85
Charge during the year REEHE - -
Reversed during the year N EE O] (9,450,814.22) (12,986,029.22)
Closing balance FRE 14,749,851.41 24,200,665.63

2017 2016
0175 20165
Provision for  Proportion of Provision for  Proportion of
Amount  Proportion bad debt provision Amount Proportion bad debt provision
£ 1] BiRER R fi ] SEER sHRbhi
() (%) (%) (%)
Individually significant items ~ EESEEAT
forwhich provision forbad BB 228 EE
debtis recognized separately - - - - - - - -
Items for which provision for ~ REBEREH
bad debtisrecognized by A REHEE
credit risk characteristics 375,189,336.32 100.00 14,749,851.41 393 1513,264,606.12 100.00 24,200,665.63 1.60
Not individually significant items £15$ B#ERE X
for which provision forbad B E5zti2
debtis recognized separately R Ef - - - - - - - -
375,189,336.32 100.00 14,749,851.41 1,513,264,606.12 100.00 24,200,665.63
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

XV. NoTES To KEY ITEMS OF THE COMPANY 10 NS F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

4. Other receivables (Continued) 4. HEWFK(E)
Other receivables of which provision for bad debts is made RATRARRS AR ERER
according to aging analysis by the Company are as follows: o E A EKREIERAT
2017 2016
0175 20165
Provision for  Proportion of Provision for  Proportion of
Amount  Proportion bad debt provision Amount  Proportion bad debt provision
£ 7] BRER MR ] £f SRR AR
(%) (%) (%) (%)
Within 1 year 1R 350,687,167.03 9347 534,572.48 0.15 1,490,409,553.36 9849 1,345,792.87 0.09
1-2 years 1528 11,436,306.26 3.05 1,149,415.90 10.05 - - - -
23 years 153% - - - - - 0.00 - -
34 years 354E - - - - - 0.00 - -
4-5 years 455% - - - - 900.00 0.00 720.00 80.00
Over 5 years SENE 13,065,863.03 348 13,065,863.03 10000 22,854,152.76 151 22,854,152.76 100.00
Total A 375,189,336.32 100.00  14,749,851.41 1,513,264,606.12 100.00  24,200,665.63
Other receivables by nature are as follows: HinpEW i B ST
2017 2016
20175 20164
Advance to subsidiaries FRBIEER 357,846,133.92  1,466,779,138.01
Corporate lending and payment on behalf PETFERRRMAR 6,350,399.53 22,242,510.21
Reserve fund BHR< 7,874,106.75 7,473,186.37
Others EHpb 3,118,696.12 16,769,771.53

375,189,336.32  1,513,264,606.12
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 NS F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

4. Other receivables (Continued) 4. HbEUR(E)
As at 31 December 2017, the top 5 other receivables are presented R2017F12A310 » REKHR S
as follows: RIABIAT
Percentage of Closing balance of
total other provision for
Closing balance receivables bad debts
fhEAE
WRErE BRER
ERBE CEiE Lohd7] § ERBE
(%)
Weichai Power (Weifang) Casting Co., Ltd. 351,605,179.07 93.71  Advance to subsidiaries ~ Within 2 years -
B () SRERAT FRRERER pEN
Xinjiang Machinery Equipment 6,350,399.53 1.69  Corporate lending and Over 5 years 6,350,399.53
Import & Export Co., Ltd. payment on behalf SENE
HERHRBELNERAR EREERRAAR
Zhuzhou Torch Machinery Manufacturing Co., Ltd. 6,240,954.85 1.66  Advance to subsidiaries ~ Over 5 years 6,240,954.85
AR ERREEERERRR FRARERR SENE
Other service centres 2,319,681.69 062  Others Within 1 year 108,053.50
Eft B L Hft 154R
Shandong Tianran Electronic Technology Co. Ltd. 141,324.78 0.04  Others Within 1 year 7,066.24
WRAAEFREBRAA Aft (E
366,657,539.92 91.712 12,706,474.12
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)
Other receivables (Continued)

4,

As at 31 December 2016, the top 5 other receivables are presented

B ISR RME(EE)
2017 12A31H(AE®T)

th R E2HFRRIBEFTRE(18)

4. EAEYWER(E)

2016128318 - Efi el & 58

as follows: RIEAMT
Percentage of Closing balance of
total other provision for
Closing balance receivables  Nature Age bad debts
fHE A
YomersE IR
ERHE AAtEMLG  ME i ERHE
(%)
Weichai Power (Weifang) Casting Co., Ltd.  1,456,237,698.72 96.23  Advance to subsidiaries Within 1 year -
HEBH S BRERLT FRAERER TFAR
Hangzhou Hongyuan Machinery 9,203,387.08 0.61  Corporate lending and Over 5 years 9,203,387.08
Manufacturing Co., Ltd. payment on behalf SEUE
MMERER AR CEERRRRAR
Xinjiang Machinery Equipment Import 6,350,399.53 0.42  Corporate lending and Over 5 years 6,350,399.53
& Export Co., Ltd. payment on behalf SEME
AREAREELNERAR CEERERRRAR
Zhuzhou Torch Machinery Manufacturing 6,240,954.85 0.41  Advance to subsidiaries Over 5 years 6,240,954.85
Co., Ltd. FTRAEER SE £
RN ERRRERREERR
Dongfeng Motor Company Limited 2,922,000.00 0.19  Others Within 1 year 146,100.00
Equipment Manufactory it TEMA
REEBRARRBRIER
1,480,954,440.18 97.86 21,940,841.46
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XV. NoTeEsS 170 KEY ITEMS OF THE COMPANY

B ISR RMEE(EE)
2017 12A31H(AE%T)

FINANCIAL STATEMENTS (CONTINUED)

5. Inventories 5. FE

2017 2016

2017% 201658
Gross carrying Provision for Carrying Gross carrying Provision for Carrying
amount  decline in value amount amount  decline in value amount
REHE HEER REEE RESE HEEMR KHER
Raw materials FRATL 398,500,483.46  (3,637,688.05) 394,862,795.41 317,018219.46  (1,151,913.34) 315,866,306.12
Finished goods B 890,796,536.09  (22,883,987.50) 867,912,548.59 1,352,682,003.87  (35,795,952.09) 1,316,886,051.78
OEM Materials ZRMINE 18,081,298.28 - 18,081298.28  13,003,580.94 - 13,003,580.94
Materials in transit Fna 9,570,342.92 - 957034292 740724170 - 7407,241.70

Self-made semi-finished goods B2/ B

and work in progress REER 46,664,211.35 - 46,664,211.35  94,456,498.14 - 94,456,498.14
Turnover materials BAEE 20,587.59 - 20,587.59 958,082.44 - 958,082.44
1,363,633,459.69  (26,521,675.55) 1,337,111,784.14 1,785,525,626.55  (36,947,865.43) 1,748,577,761.12

The changes in provision for decline in value are as follows:

2017

FERKEEREDOT

20174

Decrease during the year

KEFHD
Opening Charge Closing
balance during the year Reversal Write-off balance
FOg REIR BE B EXY
Raw materials REH 1,151,91334  4,396,095.78 (9,025.65  (1,901,295.42)  3,637,688.05
Finished goods Ekm 35,795,952.09  12,753,686.39  (16,081,265.07)  (9,584,385.91)  22,883,987.50
36,947,865.43  17,149,782.17  (16,090,290.72) (11,485,681.33)  26,521,675.55

2016 20164
Decrease during the year

KERD
Opening Charge Closing
balance  during the year Reversal Write-off balance
ENH KREFR E el B FERE
Raw materials Rk 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 - (2,469,032.16)  35,795,952.09
2,955,362.92  38,516,149.77 - (4)523,647.26) 36,947,865.43
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XV. NoTeES 170 KEY ITEMS OF THE COMPANY

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

FINANCIAL STATEMENTS (CONTINUED)

6.

7.

Investment in associates

6. HEHELERE

th R X 2MFHRKRIAB R (48)

Place of
registration/
Principal place of Registered Percentage of
business capital  Nature of business shareholding
it
TELE HAMER  ERUE LA
Shanghai Xinlian Chuangye Investment Shanghai 150,000,000.00  Industrial investment, 33.33%
Co., ltd. s} investment management
FEEMEIXREBRDA BERE REAER
Guanya (Shanghai) Investment Shanghai 400,000,000.00  Equity investment, investment 24.75%
Fund Partnership Enterprise i management and investment
(Limited Partnership) consultation
BE (HE) REREES RERE REEER
aRtE (BRARK) RE®S
Shandong Heavy Industry Group Shandong 1,600,000,000.00  Business approved by China 31.25%
Finance Co., Ltd. W Banking Regulatory
LRETRENBEERAF Commission
RERERITREEE
ERZESIENED
Dalian Hongyuan Machinery Manufacturing  Liaoning %7022,818,208.00  Hardware tools and automobile 17.31%
Co., Ltd. BE parts and accessories
REEFEMEERR AR AeTAMAETR K
Shanzhong Finance Leasing Beijing 1,100,000,000.00  Finance leasing 19.57%
Co,, Ltd. BIA BEHEEH
LERAEERRAT
Foresight Energy Co., Ltd Jiangsu 31,127,820.00  Energy equipmet 33.50%
FEMNBAEERRRRNBERAA L& RRRBEY
Long-term equity investments 7. RERERE
2017 2016
20174 20164
Non-listed investment cost method JEETIRERAK 11,414,665,233.11 10,539,261,153.11
Non-listed investment equity method I ETIRE R 1,173,738,284.99 612,503,306.14

Less: Provision for impairment of long-term

equity investment

B REBRER BRI EXE R

12,588,403,518.10

11,151,764,459.25

12,588,403,518.10

11,151,764,459.25
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XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 NS F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

. . . JADT ]
7. Long-term equity investments (Continued) 7. RHREREE)
; = A A0 4
As at 31 December 2017, the breakdown of long-term equity 545201 7TE12A318 - KAERBINRE
. >
investments under cost method was as follows: BERMALT
Changes during the year
5549
Closing
Additional Closing provision for Cash dividend
Opening balance Other increases Other decreases investment carrying amount impairment distributed
88 Aftm Afts ENRE ERBAEE FRREER BHRLRR
Weichai Power (Hong Kong) Infemational Development Co,, ~ 481/1(&% R REARAR
Ltd 2,087,009,782.12 - - - 2,087,069,782.12 - -
Shaanii Heavy-duty Motor Co,, Ltd. WREYERRAR 1,992,116,000.85 - - - 1,992,116,000.85 - 114,240,000.00
Shaan Fast Gear Co,, Ltd. B ERERARD 1,082,558,680.59 - - - 1,082,558,680.59 - 191,182,092.65
Weichai (Chongaing) Automotive Co,, Ltd. 1,627,410,000.00 - - 535,495,500.00 2,162,905,500.00 - -
Thuzhou Gear Co, Ltd. 532,334,731 - - - 532,334,743.1 - -
Weichai Power (Weifang) Casting Co,, Lt 460,150,000.00 - - - 460,150,000.00 - -
Weichai Power (Shanghai Technology Development Co,, Ltd. 4% 490,000,000.00 - - - 490,000,000.00 - -
Weichai Power (Beiing) Interational Resource Investment
(o, Ltd 300,000,000.00 - - - 300,000,000.00 - -
Weichai America Corp. 290,338,047.28 - - - 290,338,047.28 - -
Thuzhou Torch Sparkplugs Co,, Ltd! A EEREAL 205,574,858.40 - - - 245,574,858.40 - 100,580,598.05
Weichai (Weifang) Medium-cuty Diesel Engine Co,, Lt HELERERLR 244,7112,475.43 - - - 2411247583 - 66,877,954.35
Weichai Power (Chongging) Western Development Co, Ltd [ 2 240,000,000.00 - - 99,504,500.00 339,504,500.00 - -
Weichai (Weifang) After-sales Market Senice Co, Ltd 162,831,78081 - - - 162,831,78081 - 14747392517
Weichai Power (Qingzhou) Drive Control Technology Co, Ltd. 150,000,000.00 - - - 150,000,000.00 - -
Thuzhou Torch Machinery Manufacturing Co,, Ltd. 130,898,993.14 - - - 130,898,993.14 - -
Weichai Power (Weifang) Reconstruction Co,, Ltd. 122,000,000.00 - - - 122,000,000.00 - 10,938,132.06
Weichai Power Freshen Air Technology Co,, Ltd 100,000,000.00 - - - 100,000,000.00 - 80,146,540.11
Weichai Power (\Weifang) Equipment Semvice Co,, Lt
76,000,000.00 - - - 76,000,000.00 - -
Weichai Power Hydraulc Technology Co, Lid. 50,000,000.00 - - - 50,000,000.00 - 1,232,865.73
Weichai (Weifang) New Energy Technology Co,, Ltd - - - 80,860,000.00 80,860,000.00 - -
Weifang Weichai Power Technology Co,, Ltd - - - 140,770,000.00 140,770,000.00 - -
10 subsiclaries which are not individualy significant X iﬂﬂ 10% %”—I 155,265,791.28 - - 18,774,080.00 174,039,871.28 - 6,634,383.40
10,539,261,153.11 - - 875,404,080.00 11,414,665,233.11 - 719,306,491.52
As at 31 December 2017, breakdown of long-term equity 20179128318 @ A EHIRHE
investments under equity method was as follows: WEBBMINT -
Changes during the year
Opening Additional Iosses under the Declared Closing Closing provision
balance investment cash dividend carrying amount for impairment
68 BnkE i & SERERA ERREEE ERRERE
Associates BELE
Shandong Heavy Industry Group Finance Co,, Lt LFETSEHBA Mﬂ 267,764,403 486,155,460.00 43568919.18 - 797,488,819.41 -
Shanzhong Finance Leasing Co,, Ltd! L ERERERRAR 203,873,730.24 17,608,695.65 9,049,269.16 - 230,531,695.05 -
5 associates which are not individually significant ERTEAMSTBELE 140,865,135.67 4,950,000.00 (97,365.14) - 145,717,770.53 -

612,503,306.14 508,714,155.65 52,520823.20 - 1,173,738,284.99 -
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XV. NoTES T0 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

Long-term equity investments (Continued)

As at 31 December 2016, the breakdown of long-term equity

B ISR RME(EE)
2017 12A31H(AE®T)

th R E2HFRRIBEFTRE(18)

7. REIRERE(E
2016128318 » BAE R HAMHE

investments under cost method was as follows: WEBRMAEAT -
Changes during the year
Closing
Additional Closing provision for Distributed
Opening balance Other increases Other decreases investment carying amount impairment cash diidend
88 Afosin EfbRd BmRE FREARE FRAEER Eiekdl
Weichai Power (Hong Kong) Inernational BENERERERARLA
Development Co,, Ltd. 2,087,069,782.12 - - - 2,087,069,782.12 - -
Shaanxi Heavy-duty Motor Co, Ltd REELEERAT 1,992,116,000.85 - - - 1992,116,00085 - 21,930,000.00
Shaanxi Fast Gear Co, Ltd. REETBERERELLR 1,082,558,680.59 - - - 1,082,558,680.59 - 195,875,046.72
Weichal (Chongging) Automotive Co, Ltd. B(ER) TERRAT 1,027,410,00000 - - 600,000,000.00 1,627,410,00000 - -
Ihuzhou Gear Co,, Ltd. HNEREREALR 53233474321 - - - 5323347431 - -
Weichai Power (Weifang) Casting Co, Lid BN (RS ERERLT 460,150,000.00 - - - 460,150,000.00 - -
Weichai Power (Shanghai) Technology Development %481 /1( -8 ) R EBERAE
(o, Ltd. 340,000,000.00 - - 150,000,000.00 490,000,000.00 - -
Weichai Power (Bejing) International Resource BEGN(HRELERRELT
Investment Co,, Ltd. 300,000,000.00 - - - 300,000,000.00 - -
Weichai America Corp. Weichai America Corp. 262,811,997.28 - - 27,526,050.00 290,338,047.28 - -
Zhuzhou Torch Sparkplugs Co,, Ltd FMAIEAEEERERAT 24557485840 - - - 245,574,858.40 - 26,331,985.79
Weichai (Weifang) Medium-duty Diesel Engine Co.,  H2¢(#37) P VA ER A7)
1td - - - UAT12475.43 UATIATSH - -
Weichai Power (Chongging) Western Development 48 71(E% | B EBERAA
Co,, Ltd. 240,000,000.00 - - - 240,000,000.00 - -
Weichai (Weifang) After-sales Market Senvice Co,, Ltd. H44(#5) iR ER LA 101,410,238.34 6142154247 - - 162,831,780.81 - 80,951,24045
Weichai Power (Qingzhou) Drive Control Technology #4481 1(EM | BIERITERAR
Co,, Ltd 150,000,000.00 - - - 150,000,000.00 - -
Thuzhou Torch Machinery Manufacturing Co,, Ltd. — #iMb A B REIERREA AR 130,898,993.14 - - - 130,898,993.14 - -
Weichai Power (Weifang) Reconstruction Co, Ltd. 4481 77(%55) BSR4 ER AR 122,000,000.00 - - - 122,000,000.00 - 22,334,72087
Weichai Power Freshen Air Technology Co,, Ltd. S48 h 2R HE AR AR 100,000,000.00 - - - 100,000,000.00 - 139,722,18463
Weichai Power (Weifang) Equipment Senvice Co., Lid. 448171 (#85) £ B TREAR AT 76,000,000.00 - - - 76,000,000.00 - -
Weichai Power Hydraulic Technology Co,, Lid. BEHNRENHERAR 50,000,000.00 - - - 50,000,000.00 - 107,760.12
Shandong Synergy O Co,, Ltd. LREEARERAR 50,715,383.36 - (50,715,383.36) - - - 125,735,090.36
10 subsidiaries which are not individually significant ~ EBAEAE0FFAF 153,223,150.39 - (10,706,159.11) 12,748,800.00 155,265,791.28 - 4151388161
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, the breakdown of long-term equity 20165128318 » AR EIRHE
investments under equity method was as follows: SERRAIN T
Changes during the year
Investment gains and
Addition losses under the Closing Closing provision
Opening balance during the year equitymethod  Declared cash dividend carrying amount for impairment
FRE RERE ERETRERR BERERF FREEEE FRRERE
Associates et
Shandong Heavy Industry URETEEHHAERAT
Group Finance Co., Ltd. 237,468,864.87 - 30,295,575.36 - 267,764,440.23 -
Shanzhong Finance Leasing Co., Ltd. LEREBERRAR 195,598,201.11 - 8,275,529.13 - 203,873,730.24 -
5 associates which are not ERFERMSFELLE
individually 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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XV. NoTes 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)
8. Investment property
Subsequent measure under the cost model:

Bt 5 4R R Bl 5E (78)

2017 12A31H(AE%T)

th R X 2MFHRKRIABRE ()

8.

REMEME
RAKAEEITRERE

2017 20174
Houses and buildings Land use rights
EERESEY T ERRE
Gross carrying amount RE
Opening balance FOHE 1,444,699,623.72 168,919,324.98 1,613,618,948.70
Transfer from construction in progress ~ FEEZTIZEA 12,239,572.22 3,340,904.66 15,580,476.88
Transfer from intangible assets BYEEBA - 104,765,840.00 104,765,840.00
Closing balance FRGHEE 1,456,939,195.94 2717,026,069.64 1,733,965,265.58
Accumulated depreciation STTEN#H
and amortization
Opening balance FUHE 426,302,344.42 20,562,578.97 446,864,923.39
Provision sHE 78,372,959.92 3,896,415.22 82,269,375.14
Transfer from intangible assets BYEEBA - 3,633,037.62 3,633,037.62
Closing balance FRBE 504,675,304.34 28,092,031.81 532,767,336.15
Carrying amount FEEE
Closing FR 952,263,891.60 248,934,037.83 1,201,197,929.43
Opening E4) 1,018,397,279.30 148,356,746.01 1,166,754,025.31
2016 2016%F
Houses and buildings Land use rights Total
FERESEY TibfE R At
Gross carrying amount [R{E
Opening balance FHRE 1,418,955,971.19 100,766,676.00 1,519,722,647.19
Acquired directly EETIN - 68,152,648.98 68,152,648.98
Transfer from construction in progress R TIZEA 42,262,453.21 - 42,262,453.21
Other transfer-out - Sukh (16,518,800.68) - (16,518,800.68)
Closing balance FARE 1,444,699,623.72 168,919,324.98 1,613,618,948.70
Accumulated depreciation and ZEHTENEAE
amortization
Opening balance FHBE 362,947,235.20 13,410,745.44 376,357,980.64
Provision TR 71,808,489.22 7,151,833.53 78,960,322.75
Other transfer-out HiEH (8,453,380.00) - (8,453,380.00)
Closing balance ERBE 426,302,344.42 20,562,578.97 446,864,923.39
Carrying amount FEEE
Closing FXR 1,018,397,279.30 148,356,746.01 1,166,754,025.31
Opening =2 1,056,008,735.99 87,355,930.56 1,143,364,666.55
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XV. NoTeES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

Bt 5 ¥R R it 5E (78)

2017 12A31H(AE®T)

th R X 2MFHRKRIAB R (48)

_ 0. ERAE
9. Fixed assets 20174
2017
Houses and Machinery Electronic  Transportation
buildings  and equipment equipment equipment
EEREY B R ] Bkt
Gross carrying amount R
Opening balance ENBE 1,845,031,843.08  2,740,811,911.13 795,520,159.77 153,258,531.08 783,166,113.91  6,317,788,558.97
Acquisition BE 12,831,162.55 1,782,386.40 17,055,823.54 6,653,145.06 218,384.58 38,540,902.13
Transfer from construction i~~~ R TREA
progress 182,514,891.28 312,366,602.11 50,261,239.28 6,788,650.36 759,040.31 552,690,423.34
Disposal and retirement HERSE (2,285,890.64) (7,773,679.07) (4,238,044.15) (17,050,904.85) (3,152,111.67) (34,500,630.38)
(losing balance ERBE 2,038,092,006.27  3,047,187,220.57 858,599,178.44 149,649,421.65 78099142713 6,874,519,254.06
Accumulated depreciation ZifinE
Opening balance EBE 493,359,170.57  1,570,991,815.04 589,305,547.03 124,436,293.38 553,971,241.27  3,332,064,073.29
Provision iR 101,053,020.90 252,774,653.91 96,965,442.39 9,947,065.98 60,459,035.11 521,199,218.29
Write-off i (347,232.59) (5,884,588.64) (3,901,251.05) (15,764,092.37) (2,944,774.59) (28,841,939.24)
Closing balance ERBE 594,064,958.88  1,817,881,880.31 682,369,738.37 118,619,266.99 611,485507.79  3,824,421,352.34
Provision for impairment FlEER
Opening balance E5RE - - - - - -
Provision iR - 5,717,629.32 2,901.00 - 589,838.07 6,310,368.39
Disposal o retirement RENGE - (128,137.54) - - - (128,137.54)
Closing balance FRHE - 5,589,491.78 2,901.00 - 589,838.07 6,182,230.85
Carmying amount HERME
Closing X 1,444,027,04739  1,223,715,848.48 176,226,539.07 31,030,154.66 168,916,081.27  3,043,915,670.87
Opening 2] 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
2016 2016%F
Houses and Machinery and Electronic Transportation
buildings equipment equipment equipment Others Total
REEEN Bk R EaRk Atk it
(Gross carrying amount RE
Opening balance FGE 1,628358,002.76  2,397,681,195.55 628,594,406.07 137,837,447.90 767,231291.44  5,559,702,343.72
Addition BE - 1,074,422.51 11,614,906.55 453,035.17 165.00 1314252923
Transfer from investment property & MEHEEA 16,518,800.68 - - - - 16,518,800.68
Transfer from constructionin -~ ZRTEEA
progress 200,155,039.64 379,611,22549 159,946,554.43 16,155,219.86 31,964,763.76 787,832,803.18
Disposal and retirement HEREE - (37,554,932.42) (4,635,707.28) (1,187,171.85) (16,030,106.29) (59,407,917.84)
Closing balance ERGE 1,845,031,843.08  2,740,811911.13 795,520,159.77 153,258,531.08 783,166,113.91  6,317,788,558.97
Accumulated depreciation Z2ifiE
Opening balance 2175 40881324882 1,386,152,224.08 474,149,804.82 111,021,536.83 535270,801.98  2,915,407,616.53
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 investment REMEHEEA
property 8,453380.00 - - - - 845338000
Write-off B - (35,518,130.95) (4,490,466.67) (1,117,054.55) (14,457,716.62) (95,583,368.79)
Closing balance FRBE 493,359,17057  1,570,991,815.04 589,305,547.03 124,436,293.38 553971,247.27  3,332,064,073.29
Carrying amount HERE
Closing X 1,351,672,672.51  1,169,820,096.09 206,214,612.74 28822,231.10 229,194.866.64  2,985,724,485.68
Opening £ 121954475394 1,011,528971.47 154,444,601.25 26,815911.07 231960,489.46  2,644,294,727.19

As at 31 December 2017, the carrying amount of houses and
buildings of the Company that have not yet obtained real estate
certificates was RMB598,396,217.74 (31 December 2016:
RMB610,850,600.36).

MA2017F12 8318 » RATHAKES
EHEBRNEEEZEVEMEBEAA
R #598,396,217.747T (201612 A
310 : AR#610,850,600.367T) ©
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XV. NoTeEs 10 KEY ITEMS OF THE COMPANY 1h e F 28 HRRIBEFE(LE)
FINANCIAL STATEMENTS (CONTINUED)

10. Intangible assets 10. BEEE
2017 20174

Opening Transfer-in of Closing
balance Acquisition fixed assets balance
£9% BE E\BEEE XY

Gross carrying amount of asset BERE
Technology know-how VR 218,365,759.46 - - 218,365,759.46
Trademark rights PEE R 124,448,000.00 - - 124,448,000.00
Land use rights TP 4717,081,992.67 45,589,793.00  (104,765,840.00)  417,905,945.67
Software aft 16,429,455.27 - - 16,429,455.27
836,325,207.40 45,589,793.00  (104,765,840.00)  777,149,160.40
Opening Transfer-in of Closing
balance Provision fixed assets balance
G it E\BEEE XY

Less: Accumulated amortization B RETEE

Technology know-how V2R 4 218,238,844.89 58,575.96 - 218,297,420.85
Trademark rights PEERE 15,555,996.00 - - 15,555,996.00
Land use rights Tifp AR 57,099,484.23 9,686,919.88 (3,633,037.62) 63,153,366.49
Software g 16,319,768.66 109,686.61 - 16,429,455.27
307,214,093.78 9,855,182.45 (3,633,037.62)  313,436,238.61
Opening Closing
balance balance
G XY

Net carrying amount BEFE
Technology know-how BEHI 126,914.57 68,338.61
Trademark rights A RE 108,892,004.00 108,892,004.00
Land use rights TP AE 419,982,508.44 354,752,579.18
Software it 109,686.61 -

529,111,113.62 463,712,921.79
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XV. NoTeES 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

10.

B ISR RME(EE)
2017 12A31H(AE®T)

th R E2HFRRIBEFTRE(18)

Intangible assets (Continued) 10. BEEE(E)
2016 20164

Opening Disposal or Closing
balance Acquisition retirement balance
F0E BE RE R ERY

Gross carrying amount of asset BERE
Technology know-how EERIG 218,365,759.46 - - 218,365759.46
Trademark rights EEEARE 124,448,000.00 - — 124,448,000.00
Land use rights TR 260,497,899.05  216,584,093.62 - 477,081,992.67
Software it 16,429,455.27 - - 16,429,455.27
619,741,113.78  216,584,093.62 - 836,325207.40
Technology know-how EER 218,180,268.95 58,575.94 - 218,238,844.89
Trademark rights AR RE 15,555,996.00 - - 15,555,996.00
Land use rights TP AE 39,589,505.84 17,509,978.39 - 57,099,484.23
Software B 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
L2 FRE

Net carrying amount REFE
Technology know-how BEH 185,490.51 126,914.57
Trademark rights AR e 108,892,004.00 108,892,004.00
Land use rights Tt AR 220,908,393.21 419,982,508 44
Software ¢t 229,344.73 109,686.61
330,215,232.45 529,111,113.62
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeEsS 170 KEY ITEMS OF THE COMPANY
FINANCIAL STATEMENTS (CONTINUED)

11. Payroll payable

B ISR RMEE(EE)
2017 12A31H(AE%T)

1. FESHR T

th R X 2MFHRKRIABRE ()

2017 20174
Opening Increase Decrease Closing
balance  duringtheyear  during the year balance
FERE REE KEHD ERBE
Short-term remuneration ksl 551,338,341.30  1,578,167,320.95  (1,309,052,856.90) 820,452,805.35
Post-employment benefits BE RN
(Defined contribution plan) (REtRF:tEl) 7,824,005.77 161,248,703.73  (148,629,604.50) 20,443,105.00
Severance benefits BHRIEH
Portion payable within one year —FRZREED 29,296,994.00 13,353,727.91 (24,159,882.61) 18,490,839.30
588,459,341.07  1,752,769,752.59  (1,481,842,344.01) 859,386,749.65
2016 2016%F
Opening Increase Decrease Closing
balance during the year during the year balance
FARE RERM TERD ERHE
Short-term remuneration 12 HRE 437,166,732.53  1,042,385,145.95 (928,213,537.18) 551,338,341.30
Post-employment benefits BREER
(Defined contribution plan) (RErRFsE) 8,118,912.99 129,017,662.10  (129,312,569.32) 7,824,005.77
Severance benefits BHRAEF
Portion payable within one year —ERTFAHBH 26,456,460.69 51,151,42523  (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

Short-term remuneration is as follows:

2017

KRN T -

20174

Opening Increase Decrease Closing
balance  during theyear  during the year balance
FERE RESE TERD ERGHE
Salaries, bonuses, allowances and T8 8% ZBAHE
subsidies 490,682,929.35  1,309,592,318.24  (1,086,913,471.25)  713,361,776.34
Staff welfare BIEANE 571,111.45 38,776,941.57 (39,042,958.20) 305,094.82
Social security reRRE 2,562,938.01 95,329,275.89 (88,259,725.98) 9,632,487.92
Housing funds EN 8,022,152.12 67,713,521.92 (62,334,071.76) 13,401,602.28
Union running costs and employee TeLBNBTHELE
education costs 49,499,210.37 55,281,198.73 (25,707,650.11) 79,072,758.99
Other short-term remuneration H it 55 HR A - 11,474,064.60 (6,794,979.60) 4,679,085.00
551,338,341.30  1,578,167,320.95  (1,309,052,856.90) 820,452,805.35
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeES 170 KEY ITEMS OF THE COMPANY

B ISR RME(EE)
2017 12A31H(ARKT)

FINANCIAL STATEMENTS (CONTINUED)

11. Payroll payable (Continued)
Short-term remuneration is as follows: (Continued)

1. BENBIHNE)

FEERFEINT - ()

th R X 2MFHRKRIAB R (48)

2016 2016%F

Opening Increase Decrease Closing
balance during the year during the year balance
FHIRE REEMN RERD ERHE

Salaries, bonuses, allowances and I8 8% ZBAHEE
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 HeRBE 2,755,038.77 77,856,50095  (78,048,60171) 2,562,938.01
Housing funds FEAES 6,746,296.10 56,521,592.12 (55,245,736.10) 8,022,152.12

Union running costs and employee TeEBNBTHELE

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

Defined contribution plan is as follows: RERFAEIT
2017 20174
Opening Increase Decrease Closing
balance during the year  during the year balance
ENeE KEEM KEHD ERGBE
Basic pension insurance EREZRR 4,732,358.09 109,743,697.98  (101,951,298.76) 12,524,757.31
Unemployment insurance KERRE - 4,057,933.99 (3,754,896.22) 303,037.77
Corporate contribution to pension fund FEFEHE 3,091,647.68 47,447,071.76 (42,923,409.52) 7,615,309.92
7,824,005.77 161,248,703.73 (148,629,604.50) 20,443,105.00
2016 20164
Opening Increase Decrease Closing
balance during the year during the year balance
ERE REHEM KERD FRHE
Basic pension insurance HEAERZRR 4,732,358.09 85,918,664.68 (85,918,664.68) 4,732,358.09
Unemployment insurance LERBRE 4611,833.81 (4,611,833.81)
Corporate contribution to pension fund FEFEHE 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
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 NS F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

12. Taxes payable 12. EXBE

2017 2016

20174 20164

Corporate income tax EEH 622,967,048.24 285,439,392.25
Individual income tax B AFT1EH 61,600,726.58 18,352,813.91
Property tax BEH 8,484,059.06 5,626,850.84
Land use tax THE AR 5,561,614.51 5,884,658.84
Value-added tax ER 4,396,078.11 162,246,069.48
Stamp duty ENFERL 3,539,581.40 7,139,337.84
City construction tax WER 307,725.47 11,361,237.78
Educational surtax HEEW M 219,803.90 8,115,169.87
Others EHAh 34,639,473.49 1,550,894.73

741,716,110.76 505,716,425.54

13. Other current liabilities 13. HttRsas
2017 2016
20175 20164F
Expected after-sales expenses (Note) EA=08(GT) 1,617,152,913.39 725,109,205.14
Note: The Company'’s expected after-sales expenses were recognized according it ARAEGI = EERRIREL FERRE
to the historical after-sale expenses incurred for the units of product By L Y = 6 B A 7 = BRI
effectively sold and the number of product sold which are still within the HE EEMBETIE -
after-sale period.
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NOTES TO FINANCIAL STATEM
31 December 2017 (Expressed in

XV. NoTES T0 KEY IT

14. Deferred income

ENTS (CONTINUED) B F5 SRR B (£8)
Renminbi Yuan) 2017128318 (AR#T)

EMS OF THE COMPANY 10 A F B RERIAEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

2017 2016
201745 2016%F
Land-related government grant B 1 A A A ER AT 46 B 360,821,662.10 321,818,646.68
Industry revitalization and EFXREMFXNEEES
technical renovation special fund 121,569,054.87 66,927,847.36
Position-based allowances for scientific RHfIE B AT B 2R
research project teams 39,586,300.00 48,585,229.00
521,977,016.97 437,331,723.04
As at 31 December 2017, Items of liabilities involving government 20175612 A318 » B RBUN#BIE
grant are as follows: BEERWNT :
Taken to
other
Addition income Related to
Opening during during Other Closing assets/
balance the year the year decreases balance income
AEHA REE
F¢E AEHE Bl Lt ERGE gyl
Land-related government grant S RERBAED Related to
assets
321,818,646.68  51,350,000.00  12,346,984.58 - 360,821,662.10 HEERE
Industry revitalization EXRENGHEEAS Related to
and technical renovation special fund assets
6692784736 6081410755  6,172,900.04 - 121569,054.87 HEERE
Position-based allowances for scientific HHEEATERE2S Related to
research project teams income
48,585229.00  10,649,671.00  15618,600.00  (4,030,000.00)  39,586,300.00 eyl
437,331,723.04  122,813,77855  34,138,484.62  (4,030,000.00) 521,977,016.97
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B ISR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

XV. NoTES 7o KEY ITEMS OF THE COMPANY 10 NS F B RERIBEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)

14. Deferred income(Continued) 14. EIEW IS (48)
As at 31 December 2016, Items of liabilities involving government R20165F12A318 » ¥ RBUTRBIH
grant are as follows: REEAWT
Taken to
non-operating
Addition income Related to
Opening during during Closing assets/
balance the year the year balance income
REFA HEE/
ENeE REHE 2EIMEA EXRBE iGay
Land-related government grant B 1 R TR B Related
to assets
285462,657.32 4583374200 947775264 32181864668  EAEMH
Industry revitalization and technical ~ EZFRENEHREES Related
renovation special fund to assets
9,257,847.40  58,800,000.00  1,130,000.04  66,927,847.36 BEERA
Position-based allowances for RAEE AT B Related
scientific research project teams RS to income

29,473,900.00  38,224,161.00 19,112,832.00  48,585,229.00 eyl
324,194,404.72 142,857,903.00  29,720,584.68 437,331,723.04

15. Revenue and cost of sales 15. EZEWA KKK
2017 2016
20175 20165
Revenue Revenue Cost
WA 7 WA A
Principal operations TEER 38,306,904,641.84  27,994,787,169.03  19,581,588,538.24  14,483,255,015.30
QOther revenue HinER 1,521,891,303.08  1,294,862,457.87 957,078,783.85 914,110,027.64

39,828,795,944.92  29,289,649,626.90  20,538,667,322.09  15,397,365,042.94

Revenue is listed as follows: EEWABIRIDT -

2017 2016

20174 20164

Motors BE 37,377,607,022.60 19,174,542,195.41
Sale of raw materials R EHEE 495,831,002.28 205,668,385.46
Automotive components YRE IR 920,615,899.32 407,046,342.84
Leasing of fixed assets HiHEEEE 128,286,843.55 80,442,127.10
Others Hib 906,455,177.17 670,968,271.28
Total &% 39,828,795,944.92 20,538,667,322.09
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) B SR RMEE(48)
31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)

XV. NoTES To KEY ITEMS OF THE COMPANY 10 A F B RERIAEFE(EE)
FINANCIAL STATEMENTS (CONTINUED)
16. Investment income 16. REWH

2017 2016
20174 20164

Gain on long-term equity investments under B AN EAZ & B BRI

the cost method REWE 719,306,491.52 654,501,910.55
Gain on long-term equity investments under 15 AAZ & B = HA

the equity method wE W 52,520,823.20 36,075,296.33
Investment income arising from the disposal of Bz & H it & HiAX 18 &

other long-term equity investments EENEE R - -
Investment income during the period in which #FHEA[ i ECREE

available-for-sale financial assets were held ~ HAFEER{S AR AU S 2,080,000.00 1,480,000.00

773,907,314.72 692,057,206.88

17. Expenses by nature 17. BRARMESE
The supplemental information of the Company's cost of sales, RATEERAN - HEBR  BRE
distribution and selling expenses, general and administrative AEREREESENERERTT ¢

expenses which are categorized by nature is as follows:

2017 2016
20175 20164

Materials used FER MR 26,427,424,319.82 14,245,613,183.54
Staff remuneration B8 T & B 1,739,708,090.19  1,222,554,233.27
Movement of inventories of finished goods — E M IEEMTFEEE)

and work in progress 509,677,754.57  (490,543,793.32)
Depreciation and amortization expenses WEEBMEEER 615,399,617.88 562,925,976.75
Rental e 21,499,532.30 23,668,109.84
Others Hith 3,817,236,702.53  2,294,998,108.73

33,130,946,017.29 17,859,215,818.81
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeEsS 170 KEY ITEMS OF THE COMPANY

372

FINANCIAL STATEMENTS (CONTINUED)

Income tax expenses

B ISR RMEE(EE)
2017 12A31H(AE%T)

18. FiSHEM

Current tax expenses EHMEHER
Deferred tax expenses RIEFTSTIE A

1,288,337,973.64
(403,000,875.03)

2017
20174

th R X 2MFHRKRIABRE ()

2016
20164

471,426,572.02
(102,035,190.00)

885,337,098.61

369,391,382.02

The relationship between income tax expenses and the total profit is

listed as follows:

PS T B A3 0 B AR SR O B R D1 R 4

2017
20174

Total profit FEsaxE

Tax at the preferential tax rate IREEMERAENTIE

Adjustments to current tax of previous periods ¥fLA 5 #AfE & Ef
PSR 85

Income not subject to tax AR A

Expenses not deductible for tax A E A

Profit and loss attributable to associates FBREE A RMER

Deductions for research and development costs #ff 2% & A ANt 301

7,053,455,917.29

1,058,018,387.59

(381,249.55)
(108,207,973.73)
4,135,462.99
(7,878,123.48)
(60,349,405.21)

Iﬂ

2016
2016%F

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)

Tax expenses at the Company’s BARANRBEBRBERAEN
effective tax rate FriSHi & A

885,337,098.61

369,391,382.02

WEICHAI POWER Co., LTD. MLahhBRMNDBERLD



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

XV. NoTeES 170 KEY ITEMS OF THE COMPANY

Bt 5 ¥R R it 5E (78)

2017 12A31H(ARKT)

FINANCIAL STATEMENTS (CONTINUED)

19. Supplement to cash flow statement

19.

Net profit

Add: Provision for impairment of assets
Increase in special reserve

Depreciation of fixed assets and investment

properties
Amortization of intangible assets
Amortization of long-term deferred
expenses

Gain on disposal of fixed assets, intangible

assets and other long-term assets

Finance expenses

Investment income

Increase in deferred tax assets
Decrease/(increase) in inventories
Increase in operating receivables
Increase in operating payables

HERE 6,168,118,818.68

o EHRMEEREER 265,476,819.04

HIRFERE N 9,821,617.79
EEEEMEEEEE

e 603,468,593.43
M A EEE 9,855,182.45
REAFEE B B

2,075,842.00
BEETEE BEE

MEMREFEED

Wz (4,410,052.48)
&R -
wE WS (773,907,314.72)
EIEFTIS R E RN (403,000,875.03)
FERRD,(Em) 410,406,485.53
LS REIRIEE AIE N (7,841,648,181.66)
M ERTIE B B3E N 9,842,365,463.40

th R X 2MFHRKRIAB R (48)

BERBRETEN

2017
20174

2016
2016%F

2,987,506,866.74

49,949,570.65
6,366,121.82

542,746,768.30
17,688,212.45

2,490,996.00

(6,747,767.15)
47,957,761.60
(692,057,206.88)
(102,035,190.00)
(449,771,147.54)
(7,803,357,663.82)
5,725,321,592.88

Net cash flow from operating activities KETEBEED
RemE T 8,288,622,398.43 326,058,915.05
20. Cash and cash equivalents 20. BERBLEEY
2017 2016
20175 20164F
Cash Re
Incl: Cash on hand Heh: BFES 108,151.03 260,232.34
Bank deposit on demand AIRER R 2 <A
RITIFR 14,138,387,726.44  9,744,015,449.37
Closing balance of cash and cash equivalents FRIBE MRS EEBYHEE 14,138,495,877.47  9,744,275,681.71
2017 2016
20175 20165
Closing balance of cash and cash equivalents FREBESHE 14,229,215,401.61  9,759,458,242.20
Less: Balance of restricted cash B ERE BRI
and cash equivalents BB ESHE 90,719,524.14 15,182,560.49
Closing balance of cash and cash equivalents FRBENBLEEBYHE 14,138,495,877.47  9,744,275,681.71
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PLEMENTAL INFORMATION ON
FINANCIAL STATEMENTS B mERBTER

31 December 2017 (Expressed in Renminbi Yuan) 2017F12A31H(AR%T)
1. SCHEDULE OF EXTRAORDINARY PROFIT 1~ FEERBHIEmBAR
AND LOSS

Amount in 2017
2017 &8

Gains or losses from disposal of non-current assets, IRBEEREER  BIECFIREE
including the offset portion of impairment provision — JFi{E 2 H L E D

for such assets 84,730,636.32
Government grants charged in profit or loss for the FIAE BB A BT R (B F £ T

current period, except for those closely related to HE > FEAERPEGRET - KR —FiZE

the ordinary operation and gained constantly at EREE BB Z BT EBIBRIN)

a fixed amount or quantity according to certain

standard based on state policies 162,038,898.12
Profit and loss from debt restructuring BESEHBE (6,651,155.83)
Profit and loss from entrusted investment or ZHMAREREREEEMNER

management of assets 43,818,521.86
Profit and loss on the changes in fair value generated  [&[F A T IE ¥ &2 £ 5 HERN A SNEL

from financial assets and financial liabilities held REEBIN HERXGMEEHEE K51

for trading and investment income received from CRMBEEENAABEZSER  UREE

disposal of financial assets held for trading, financial X ZUEREE - XZULRBBEMAHLE

liabilities held for trading and available-for-sale SRIEERGHIRE R

financial assets, other than effective hedging
business relating to ordinary operating business of

the Company 288,561,929.24
Reversal of impairment provision of receivables tested 258 7708 51 &% & U S B Rl (8 2 s 82 ]
individually 2,331,434.73
Non-operating income and expenses other than the & Bl & I8 2 SN E A & SEOMNRA M 37
above items 144,014,779.45
718,845,043.89
Tax effect FiiS s 228k (176,729,453.86)
Effect on minority interests DB R B m R (205,525,170.45)

336,590,419.58

The Group recognized extraordinary profit and loss items in accordance REBEHIELHHEBEFEE OEREKRB(R
with the provisions in Explanatory Announcement on Information HETESNA R EEHEREBUEAESSE
Disclosure for Companies Offering their Securities to the Public No. 1 — 195 — FELF B =) (FEEE R EH[2008]43
Extraordinary Items (CSRC Announcement [2008] No. 43). SRR TERLT
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SUPPLEMENTAL INFORMATION ON FINANCIAL STATEMENTS (CONTINUED)

31 December 2017 (Expressed in Renminbi Yuan)

2. RETURN ON NET ASSETS (“RONA”) AND

EARNINGS PER SHARE (“EPS”)
2017

Net profit attributable to the Company’s 82BN A R &

BRI WTEN(E)
2017 12A31H(AE®T)

Weighted
average RONA
EFHREE

TEE:
(%)

ordinary shareholders A& A% B 5 F) 20.25 0.85 0.85
Net profit attributable to the Company’'s & JE4E F M 1E 2514
ordinary shareholders after BRERNATERR
extraordinary profit and loss P& R B 5 ) 19.25 0.81 0.81
2016 2016%F
Weighted
average RONA EPS
hnETEEEE
Wras & IS s
(%) Basic Diluted
YN i
Net profit attributable to the Company’s §ZB IR A 7 & FEiL
ordinary shareholders PR 3R B 5 ) 7.65 0.31 0.31
Net profit attributable to the Company’s & 3E& &M 1E251%
ordinary shareholders after BEENAE T B
extraordinary profit and loss = ohe v ilbe 6.79 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.

REBBEEAMEILEE LB

AEEEFEERGE R ERIETHRIK
BB ARBITESNRAREER
BRBANEIR —FEERGENTRIK
FHAETE RIFTEN(2010F BT IRE -
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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

AEBBEREAMBRFENEENREE  BERD
BRREGNHE (A AMNEEZMBHRER R
rEy EHBRER)) BT

below:
Year ended 31st December
BE+-A=t—HLEE
2016 2015 2014 2013
TR ZE-RF —E-WNFE —ZE-=fF
(Restated)
(geEi)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
NGB AXRETIT ARETT ARBTT ARETT
RESULTS ES
REVENUE WA 151,569,392 93,183,521 74,167,741 79,637,162 58,311,713
PROFIT BEFORE TAX R F% A A 10,522,268 4,637,647 3,125,902 6,868,447 4,608,746
Tax 18 (1,343,901)  (1,041,393) (927,788)  (1,150,243) (791,110)
PROFIT FOR THE YEAR ZEFH 9,178,367 3,596,254 2,198,114 5,718,204 3,817,636
Attributable to: AT AL FEML -
Equity holders of [SYNCIFF T
the parent BEA 6,808,343 2,441,189 1,412,273 5,002,427 3,570,791
Minority interests DR 2,370,024 1,155,065 785,841 715,777 246,845
9,178,367 3,596,254 2,198,114 5,718,204 3,817,636
Dividends for the year 2FRE 3,198,895 1,399,517 799,724 499,827 499,827
Basic earnings per share GREREF]
(in RMB) (AR®TT) 0.85 0.31 0.18 0.63 0.45
ASSETS, LIABILITIES BE 8
Total Assets BEE 189,638,167 163,990,681 115,840,444 122,255,575 78,521,808
Total Liabilities BLEE (133,283,176) (119,429,011) (73,903,458) (80,313,687) (44,194,497)
Capital and reserves BARRIHE 56,354,991 44,561,670 41,936,986 41,941,888 34,327,311
Equity attributable to equity B RIEZIEE A
holders of the parent JEfh 35,239,523 31,738,270 31,939,958 32,399,378 27,723,173
Minority interests VYR REERS 21,115,468 12,823,400 9,997,028 9,542,510 6,604,138
56,354,991 44,561,670 41,936,986 41,941,888 34,327,311
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WEICHAI POWER CO..LTD.

#h it D IIREES T SR E AR ERERA1975R R
ES = 1 +86-536-8197777 (#A#)

= =1 : +86-536-8231074

By = 1 261061

AR 7% Eh 4R : 800 860 3066

EFE5 . weichai@weichai.com

] 1k . http://www.weichaipower.com

Address : Section A 197, Fu Shou East Street, High Technology Industrial Development Zone, Weifang, Shandong Province
Tel : +86-536-8197777 (Gen)

Fax : +86-536-8231074

P.C. : 261061

Service hotline : 800 860 3066

E-mail : weichai@weichai.com

Website : http://www.weichaipower.com
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