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mp y‘i a joint stock limited company established in the PRC on 30 April 2003. The Company’s H Shares have
listed on the Hong Kong Stock Exchange since 30 October 2003 (stock code: 2357). As at the date of this report,

he shareholders of the Company mainly include AVIC, Airbus and Tianjin Free Trade Zone Investment.

The Company principally operates through its subsidiaries. The Group is mainly engaged in:

3 the development, manufacture, sales and upgrade of civil aviation products and defense products such as provision

of helicopters, trainer aircraft, general-purpose aircraft and regional jets for domestic and overseas customers; and

J the co-development and manufacture of aviation products with foreign aviation products manufacturers.

2 AviChina Industry & Technology Company Limited



PRINCIPAL PRODUCTS OF THE GROUP

Helicopter: Z-series and AC series;

Trainer: L15, K8 and CJ-6 (PT-6) trainers series;

General-purpose aircraft: Y-12 multi-purpose aeroplanes series and the N-5 agricultural aeroplanes series;

Aviation ancillary system: avionics products, connectors, and its accessories; and

Aviation engineering services: planning, design and consultation services, etc.

CORPORATE STRUCTURE OF THE GROUP
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YNSOLIDATED PROFIT AND LOSS

~ (Prepared under China Accounting Standards for Business Enterprises)

(RMB million, other than basic and diluted earnings per share)

For the year ended 31 December

2022 2021 Changes

Revenue 63,639 60,296 5.54%

Profit before tax 5,248 5,315 -1.26%
Net profit attributable to the owners of the parent

company 2,216 2,369 -6.46%

Gross profit margin 22.60% 21.06% 1.54

percentage points

Earnings per share (RMB)
— Basic 0.287 0.307 -6.51%
— Diluted 0.287 0.307 -6.51%

CONSOLIDATED ASSETS AND LIABILITIES

(Prepared under China Accounting Standards for Business Enterprises)

(RMB million)
As at 31 December
2022 2021 Changes
Total assets 144,006 133,889 7.56%
Total liabilities 85,853 79,123 8.51%
Minority equity 30,029 27,859 7.79%
Shareholders’ equity attributable to parent company 28,124 26,907 4.52%
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Financial information on the Group’s comprehensive business in the recent five years starting from 1 January 2018 is

summarized as follows:

(Prepared under China Accounting Standards for Business Enterprises)

(RMB million, other than basic and diluted earnings per share)

As at 31 December/For the year ended 31 December

2022 2021 2020 2019 2018

Total assets 144,006 133,889 115,587 92,209 88,126
Total liabilities 85,853 79,123 69,483 53/252, 52,734
Minority equity 30,029 27,859 23,173 20,095 18,201
Shareholders’ equity attributable to parent

company 28,124 26,907 22,930 18,862 17,191
Revenue 63,639 60,296 50,924 42,906 35,865
Profit before tax 5,248 5313 4,268 3,186 2,840
Net profit attributable to the owners of the parent

company 2,216 2,369 1,932 1,360 1,261
Gross profit margin 22.60% 21.06% 20.88% 21.49% 21.97%
Earnings per share (RMB)

- Basic 0.287 0.307 0.250 0.220 0.215

- Diluted 0.287 0.307 0.250 0.220 0.215
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Yan Lingxi

Chairman

To all Shareholders:

On behalf of the Board of the Company, | am pleased to present the consolidated annual results for the year 2022 of
AviChina Industry & Technology Company Limited (the “Company”) and its subsidiaries (the "Group”).

The year 2023 marks the 20th anniversary of the listing of the Company. Looking back, along with the continuous growth
of China’s economy and the increasing comprehensive national strength, the aviation industry has entered in a new era
of prosperous development. The Company has ridden on the momentum and risen up to the challenges. We adhere to
our original aspiration and stick to our strategies. We have continuously improved the industrial chain, led the industry
in technological innovation, expanded our business scale, maintained stable profitability and actively rewarded our
shareholders. We have united the efforts of the capital market and initiated a number of asset restructuring to boost the

development of aviation industry and technology, achieving great results.

ANNUAL RESULTS

For the year ended 31 December 2022, the Group recorded a revenue of RMB63,639 million, and the net profit

attributable to the owners of the parent company amounted to RMB2,216 million.
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In 2022, in the face of uncertain international environment and the onerous task of domestic reform, development and

stability, China has steadily improved the development quality of the national economy although impacted by unexpected
factors. AVIC, the Company'’s controlling Shareholder, has overcome many difficulties such as the spread of the pandemic,
and focused on supporting reform and innovation, continuously enhancing its development momentum and setting a new
record in research and production. In the new era of aviation industry, we have made great achievements in the past ten
years. Large passenger aircraft completed all the airworthiness certification and received the type certificate issued by the
Civil Aviation Administration of China (CAAC). New aircraft models made their public debut. New breakthroughs were
made in exporting aviation products. AG600M full state new fire-fighting aircraft made their maiden flights, achieving a
new breakthrough in aviation emergency rescue equipment. The new generation of aviation products was unveiled at the
China Airshow, which demonstrates the spirit of China. The three-year action of reforming state-owned enterprises was
completed as scheduled. AVIC was listed in the Fortune Global 500 for the 14th successive year with the ranking of 144,

and was ranked the second among the global 500 top companies in the aerospace and defense industry.

Against the background of the vigorous development of AVIC, in 2022, the Company committed itself to building a
world-class aviation high-tech industry group, adhered to the concept of green aviation development, practiced the “dual
carbon” strategy and actively promoted various tasks. AVIC Avionics conducted the share swap and absorption of AVIC
Electromechanical, making a solid step forward in creating a flagship listing platform for airborne systems. The Company
further optimized the shareholding structure of the helicopter business and actively promoted the business integration,
with the prospect of sustainable and rapid development. The large multi-purpose civil helicopter AC313A successfully
made its maiden flight. The advanced medium-sized multi-purpose civil helicopter AC352 obtained the type certificate.
The AC332 helicopter completed all designed tests before the first flight. The Company accelerated the construction of
Tianjin civil helicopter industry base. The production, test flight and delivery of L15 advanced trainer have been steadily
advanced. The first contract has been signed for civil CJ-6. Aviation ancillary system provided assistance for the AG600
full state new fire-fighting aircraft. The whole value chain services of aviation engineering services was improved. The
Company participated in the IPO strategic placement of Guobo Electronics Co., Ltd., a provider of active phased array
T/R components, on the STAR Market, actively deploying investments in the aviation industry chain. We have improved
our corporate governance system and continued to enhance our brand value. The Company was awarded the Golden
Bauhinia “The Best Investment Value Award for Listed Companies”. AVIC Forstar was awarded the “Most Valuable 10
Listed Companies on Beijing Stock Exchange” and JONHON Optronic was awarded the “Most Valuable 100 Listed
Companies on the Main Board” and “Top 100 ESG Listed Companies in China”.
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OUTLOOK

In the past five years, China’s economic and social development has made significant achievements that have attracted
worldwide attention. The national research and development investments and the contribution of scientific and
technological progress have been effectively increased. The results of China’s science and technology innovation are
fruitful, and the added value of high-tech manufacturing and equipment manufacturing enterprises has been improved
dramatically, which is very encouraging. Aviation technology is one of the most rapidly developing science and
technology fields with the greatest impact on human production and life since the 1900s. The aviation technology industry
is a high-end manufacturing industry closely linked with “high quality”, “high-tech” and “high-end manufacturing”, is a
high-quality basic platform for the cross-border development of multiple industries, and is also an important manifestation
of a country’s manufacturing level, innovation ability, technology level and comprehensive national strength. As the only

aviation high-tech industry group listed in Hong Kong, the Company has a promising development prospect.

The year 2023 is a critical year for the implementation of the 14th Five-Year Plan. The world economic outlook is uncertain
due to the impact of multiple crises, while China’s economy is expected to show an accelerated recovery. Under the
leadership of the national innovation-driven development strategies, civil aviation transportation is rapidly recovering,
new energy aircraft application scenarios are emerging, and the opening of low-altitude airspace is further increasing,
so aviation technology will change future life. The business development of the Company is in line with the direction of
national industrial policy and the Company has the advantages of aviation high-tech and strong innovation capabilities,
which are attractive to the social capital that values safety and certainty and will promote the Company to embrace new

opportunities for value enhancement.

Long as the journey is, we will reach our destination if we stay the course; difficult as the task is, we will get the job done
if we keep working at it. In 2023, the Company will continue to devoted itself to building a world-class aviation high-tech
industry group, be determined to strategic goals and seize opportunities, and complete the integration and restructuring
of the airborne business and helicopter business. The Company will support the construction of Tianjin civil helicopter
industry base and promote the long-term development of the helicopter business. The Company will deepen cooperation
with top domestic aviation research institutions, make efforts in the fields of green aviation and intelligent aviation, and
gather strength to carry out original and leading scientific and technological researches. The Company will continue to
promote the leading innovation project, put more R&D investments in strategic and forward-looking technology fields,
and lead the new track in new fields with first-class technology. The Company will actively seek opportunities for merger
and acquisition in both domestic and foreign aviation industry chains. The Company will actively carry out investment
and financing and equity operation to further optimize the capital structure and shareholder structure. The Company
will actively respond to the market and investors to maintain the Company’s good image in the capital market, and
continue to enhance the value of the Company. The Company will optimize the governance system and capability,
prevent operational risks and strengthen the construction of compliance management system. The Company will actively
fulfill social responsibilities, gradually promote the construction of green aviation, clean aviation and green zero-carbon

aviation, so as to achieve comprehensive high-quality development.
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break winds and waves, and sail toward a brighter future. We have made remarkable achievements in the past 20

years since the establishment, and now we embark on a new journey. In 2023, the Board will lead the Company to remain

steadfast in its strategic goals, to give full play to the important role of capital in aviation scientific and technological
innovation, to promote the high-quality development of AVIC with high technology, to forge ahead with greater courage
and determination, with more solid actions and practices, to make every effort to enhance the value of the Company, and
to strive to write a new chapter of high-quality development. | and all our staff will strive forward with enthusiasm and

dedication to build a world-class aviation high-tech industrial group.

APPRECIATION

Last but not least, on behalf of the Board, | would like to take this opportunity to express my appreciation to the
investors, clients and cooperative partners for their trust and support, and express my appreciation to our management

team and all our staff for their hard work and contributions in the past year.

{54

Yan Lingxi
Chairman
Beijing, 15 March 2023
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Sun Jizhong

General Manager

The following discussion should be read in conjunction with the Group's consolidated financial statements and notes

thereto set out in this annual report and other sections therein.

SUMMARY

For the year ended 31 December 2022, the Group recorded a revenue of RMB63,639 million, representing an increase
of RMB3,343 million or 5.54% as compared with that of RMB60,296 million in the corresponding period of the preceding
year. The net profit attributable to the owners of the parent company amounted to RMB2,216 million, representing a
decrease of RMB153 million or 6.46% as compared with that of RMB2,369 million in the corresponding period of the

preceding year.

2022 Annual Report
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following shows the comparison between the consolidated operating results of the Group for the year ended 31

‘December 2022 and those for the year ended 31 December 2021:

CONSOLIDATED OPERATING RESULTS

1

Composition of revenue

The revenue of the Group for the year 2022 was RMB63,639 million, representing an increase of RMB3,343 million
or 5.54% as compared with that of RMB60,296 million in the corresponding period of the preceding year, which was

mainly attributable to the growth of revenue of aviation ancillary system and related business.

RMB6,746 million RMB20,302 million RMB6,727 million RMB20,388 million
10.60% 31.90%  11.16% 33.81%

4

Composition
of revenue for

2022

Composition
of revenue for

2021

RMB36,591 million RMB33,181 million

57.50% 55.03%
b i Aviation Ancillary Aviation o . Aviation Ancillary Aviation
Aylatlon Entire System and + Engineering Aylatlon Entire System and + Engineering
Aircraft Related Business Services Aircraft Related Business Services

The revenue of the Group's aviation entire aircraft business for the year 2022 amounted to RMB20,302 million,
representing a decrease of RMB86 million or 0.42% as compared with that of RMB20,388 million in the
corresponding period of the preceding year. The revenue of the aviation entire aircraft business for the year 2022

accounted for 31.90% of the total revenue of the Group, representing a decrease of 1.91 percentage points as

compared with that in the corresponding period of the preceding year.

The revenue of the Group's aviation ancillary system and related business for the year 2022 amounted to RMB36,591

million, representing an increase of RMB3,410 million or 10.28% as compared with that of RMB33,181 million in the
corresponding period of the preceding year, which was mainly attributable to the increase of revenue of avionics
products. The revenue of the aviation ancillary system and related business for the year 2022 accounted for 57.50%

of the total revenue of the Group, representing an increase of 2.47 percentage points as compared with that in the

corresponding period of the preceding year.
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The revenue of the Group's aviation engineering services business for the year 2022 amounted to RMB6,746 million,

representing an increase of RMB19 million or 0.28% as compared with that of RMB6,727 million in the corresponding
period of the preceding year. The revenue of the aviation engineering services business for the year 2022 accounted
for 10.60% of the total revenue of the Group, representing a decrease of 0.56 percentage point as compared with

that in the corresponding period of the preceding year.

The Group mainly conducts its business in Mainland China and its revenue is mainly generated from Mainland China

as well.

Selling expenses

The Group's selling expenses for the year 2022 amounted to RMB764 million, representing an increase of RMB76
million or 11.05% as compared with that of RMB688 million in the corresponding period of the preceding year, which
was mainly attributable to increase in labor cost of sales persons and sales service expense incurred by subsidiaries
of the Company in the course of marketing. In 2022, the selling expenses accounted for 1.20% of the revenue of the
Group, representing an increase of 0.06 percentage point as compared with that in the corresponding period of the

preceding year.

Administrative expenses

The Group’s administrative expenses for the year 2022 amounted to RMB3,926 million, representing an increase of
RMB332 million or 9.24% as compared with that of RMB3,594 million in the corresponding period of the preceding
year, which was mainly attributable to the increase in staff cost of administrative staff. In 2022, the administrative
expenses accounted for 6.17% of the revenue of the Group, representing an increase of 0.21 percentage point as

compared with that in the corresponding period of the preceding year.

Research and development expenses

The research and development ("R&D") expenses of the Group for the year 2022 amounted to RMB4,6442
million, representing an increase of RMB990 million or 28.68% as compared with that of RMB3,452 million in the
corresponding period of the preceding year, which was mainly attributable to enhanced R&D input by the Group.
In 2022, the research and development expenses accounted for 6.98% of the revenue of the Group, representing an

increase of 1.25 percentage points as compared with that in the corresponding period of the preceding year.

Finance costs

The Group's finance costs in 2022 amounted to RMB-26 million, representing a decrease of RMB191 million or
115.76% as compared with that of RMB165 million in the corresponding period of the preceding year, which was
mainly attributable to the increase in exchange earnings of certain subsidiaries. Please refer to Note VI. 55 to the

financial statements for details.

2022 Annual Report
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Operating profit

The Group's operating profit in 2022 was RMB5,190 million, representing a decrease of RMB72 million or 1.37%
as compared with that of RMB5,262 million in the corresponding period of the preceding year, which was mainly
attributable to the decrease in results of AVICOPTER , a subsidiary of the Company, and the increase in expenses of

the Group during the year.

7 Income tax expenses

The Group’s income tax expenses in 2022 was RMB257 million, representing a decrease of RMB223 million or
46.46% as compared with that of RMB480 million in the corresponding period of the preceding year. The main
reasons are that, on the one hand, some subsidiaries enhanced R&D input, the amount of pre-tax deduction
increased according to the relevant provisions of the Chinese tax law on "enterprise R&D expenses can be
deducted before tax”; on the other hand, due to the tax impact of the first unlock of shares in the second term of
the equity incentive plan of the subsidiary JONHON Optronic, the income tax expenses decreased year-on-year.

Please refer to Note VI. 64 to the financial statements for details.

8  Net profit attributable to the owners of the parent company

The net profit attributable to the owners of the parent company for the year 2022 amounted to RMB2,216
million, representing a decrease of RMB153 million or 6.46% as compared with that of RMB2,369 million in the
corresponding period of the preceding year. The main reasons are that, on the one hand, the decrease in results of
AVICOPTER resulted in a year-on-year decline in its net profit attributable to the Company; on the other hand, the
enhanced R&D inputs by the Group resulted in an increase in the R&D expenses and other expenses, the net profit

attributable to the owner of the parent company decreased year-on-year.

GUARANTEED AND SECURED LOANS

As at 31 December 2022, the Group's mortgage and pledge borrowings amounted to RMB158 million, of which RMB68
million was secured by house buildings with a net book value of RMB8 million; RMB90 million was secured by notes

receivables and accounts receivables with a net book value of approximately RMB90 million.

Borrowings placed under guarantees amounted to RMB86 million, of which RMB82 million represented guarantees

amongst the members of the Group, and RMB4 million represented guarantees provided by non-connected parties.

EXCHANGE RATE RISKS

The Group mainly operates in the PRC with most of its transactions settled in RMB. The exposure to foreign currencies
exchange risks arising from transactions involving assets, liabilities and operating activities of the Group are primarily
associated with United States Dollar, Euro and Hong Kong Dollar. The Directors consider that the exchange rate risks to

the Group will not have any material adverse impact on the Group's financial results.
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CONTINGENT LIABILITIES

As at 31 December 2022, the Group had no significant contingent liabilities.

CASH FLOW AND FINANCIAL RESOURCES

1

Liquidity and capital resources

As at 31 December 2022, the Group's cash and cash equivalents amounted to RMB34,890 million, which was mainly

derived from the following sources:

° cash and bank deposits at the beginning of the year; and

o funds generated from its operations.

The Group's cash flow for each of the years 2022 and 2021 were as follows:

Unit: RMB million (except for percentage)

Main items of cash flow 2022 2021 Changes Changes rate

(amount) (percentage)
Net cash flows from operating activities 10,358 2,245 8,113 361.38%
Net cash flows (used in) investing activities (1,613) (1,942) 329 16.94%
Net cash flows from financing activities 2,477 424 2,053 484.20%

Operating, investing and financing activities

Net cash inflows from operating activities of the Group for 2022 amounted to RMB10,358 million, representing
an increase of net inflows by RMB8,113 million as compared with the net cash inflows of RMB2,245 million in
the corresponding period of the preceding year, which was mainly attributable to the increase of the advanced

prepayments by customers during the Reporting Period.

Net cash outflows from investing activities of the Group for 2022 amounted to RMB1,613 million, representing a
decrease of net outflows by RMB329 million as compared with the net cash outflows of RMB1,942 million in the
corresponding period of the preceding year, which was mainly attributable to the decrease of the fixed deposits of

more than three months.

Net cash inflows from financing activities of the Group for the year 2022 amounted to RMB2,477 million,
representing an increase of net inflows by RMB2,053 million as compared with the net cash inflows of RMB424
million in the corresponding period of the preceding year, which was mainly attributable to the increase of

borrowings made by certain subsidiaries.

2022 Annual Report
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As at 31 De

e AN
i

cember 2022, the Group's total borrowings amounted to RMB11,229 million, of which the short-term
borrowings, the current portion of long-term borrowings and the non-current portion of long-term borrowings
amounted to RMB6,011 million, RMB2,887 million and RMB2,331 million, respectively.

The Group's long-term borrowings are repayable as follows:

Maturity RMB million
Within one year 2,887
In the second year 724
In the third to fifth year 1,534
After the fifth year 73
Total 5,218

As at 31 December 2022, the Group’s bank borrowings amounted to RMB4,878 million with a weighted average
interest rate of 3% per annum, accounting for 43.44% of the total borrowings. Other borrowings amounted to
RMB6,351 million with a weighted average interest rate of 3% per annum, accounting for 56.56% of the total

borrowings.

As at 31 December 2022, there was no significant balance of borrowings denominated in foreign currencies.

GEARING RATIO

As at 31 December 2022, the Group's gearing ratio was 7.80% (as at 31 December 2021: 7.90%), which was arrived at by
dividing the total borrowings by the total assets as at 31 December 2022.

SEGMENT INFORMATION

The Group's business can be divided into three segments, namely the aviation entire aircraft business, the aviation

ancillary system and related business and the aviation engineering services business.

AviChina Industry & Technology Company Limited




THE AVIATION ENTIRE AIRCRAFT BUSINESS

Revenue

The Group's revenue derived from the aviation entire aircraft business for 2022 was RMB20,302 million, representing a
decrease of 0.42% as compared with that in the corresponding period of the preceding year. The above revenue includes:
(1) the revenue derived from the helicopter business, which amounted to RMB17,491 million, representing a decrease
of RMB175 million or 0.99% as compared with that in the corresponding period of the preceding year, and accounted
for 86.15% of the total revenue of the aviation entire aircraft business; (2) the revenue derived from the trainer aircraft
business, which amounted to RMB2,517 million, representing an increase of RMB136 million or 5.71% as compared with
that in the corresponding period of the preceding year, and accounted for 12.40% of the total revenue of the aviation
entire aircraft business; (3) the revenue derived from the general purpose aircraft business, which amounted to RMB294
million, representing a decrease of RMB47 million or 13.78% as compared with that in the corresponding period of the

preceding year, and accounted for 1.45% of the total revenue of the aviation entire aircraft business.

The revenue of the aviation entire aircraft business of the Group for the year 2022 accounted for 31.90% of the Group's
total revenue, representing a decrease of 1.91 percentage points as compared with that in the corresponding period of

the preceding year.

Gross Profit Margin

The gross profit margin of the Group's aviation entire aircraft business for the year 2022 was 11.47%, representing an
increase of 4.49 percentage points as compared with that in the corresponding period of the preceding year, which was

mainly attributable to the adjustment of helicopter products structure during the year.

THE AVIATION ANCILLARY SYSTEM AND RELATED BUSINESS
Revenue

The Group's revenue derived from the aviation ancillary system and related business for the year 2022 was RMB36,591
million, representing an increase of 10.28% as compared with that in the corresponding period of the preceding year.
Among the above revenue, the revenue derived from avionics business amounted to RMB25,852 million, representing an
increase of RMB4,305 million or 19.98% as compared with that in the corresponding period of the preceding year, and

accounted for 70.65% of the total revenue of the aviation ancillary system and related business.

The revenue derived from the aviation ancillary system and related business for the year 2022 accounted for 57.50% of the
Group's total revenue, representing an increase of 2.47 percentage points as compared with that in the corresponding

period of the preceding year.

Gross Profit Margin

The gross profit margin of the Group's aviation ancillary system and related business for the year 2022 was 29.86%,
representing a decrease of 0.88 percentage point as compared with that in the corresponding period of the preceding

year.
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IE AVIATION ENGINEERING SERVICES BUSINESS

Revenue

The Group's revenue derived from the aviation engineering services business for the year 2022 was RMB6,746 million,
representing an increase of 0.28% as compared with that in the corresponding period of the preceding year. The revenue
derived from the aviation engineering services business in 2022 accounted for 10.60% of the Group's total revenue,
representing a decrease of 0.56 percentage point as compared with that in the corresponding period of the preceding

year.

Gross Profit Margin

The gross profit margin of the Group's aviation engineering services business for the year 2022 was 16.77%, representing

an increase of 0.78 percentage point as compared with that in the corresponding period of the preceding year.

BUSINESS REVIEW AND OUTLOOK

In 2022, the Company implemented the concept of innovative development, maintained stable operation while seeking
progress and improving quality. We enhanced R&D inputs and made efforts to promote major projects, support
reform and innovation, and continuously enhance development momentum, contributing aviation power to Chinese

modernization.

The Group closely followed its strategy. In order to build an internationally competitive aviation airborne system
integration provider, AVIC Avionics conducted the share swap and absorption of AVIC Electromechanical to continuously
improve the aviation industry chain and lay a solid foundation for the systematisation, integration and intelligentization
development of the aviation airborne industry. JONHON Optronic promoted the construction of industrialization projects,
and completed non-public offerings of A shares and raised funds of approximately RMB3.4 billion. Focusing on promoting
the long-term development of the helicopter industry, the Company launched a helicopter business integration, namely
AVICOPTER, a subsidiary of the Company, intended to purchase the equity interests in Changhe Aircraft and Harbin
Aircraft held by the Company and AVIC respectively by way of issuing consideration shares.

In 2022, in the face of the complex and severe international environment and the pandemic, the Group strived to build a

world-class aviation high-tech industry group and steadily promoted its businesses.

The Group continued to improve its core competitiveness and influence of helicopter business. We officially entered
the Tibetan plateau emergency rescue market with the successful delivery of the first AC312E helicopter to Tibet Himalaya
General Airlines Co., Ltd.* (FaiE E Hh HE@AMZEFR A 7). Tianjin Helicopter obtained the AC312E helicopter production
license, speeding up the construction of Tianjin helicopter industry base. The advanced medium-sized multi-purpose
helicopter AC352 obtained the type certificate, filling the gap in China's helicopters spectrum. We made new progress
in the construction of aviation emergency rescue system with the successful maiden flight of the large multi-purpose
helicopter AC313A and the completion of the helicopter rope-landing operation standard verification flight of the AC311A
helicopter. The AC332 helicopter completed all design tests before the first flight. The first domestic S-300C helicopter

officially delivered and successfully entered the domestic general aviation market.
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The Group made new breakthroughs in the trainer business. Hongdu Aviation built a new model based on the new

industry chain of “main body - system integration supplier - professional supplier”, shaped a new pattern of “collaborative
R&D, integrated delivery and joint guarantee” in the electrical circuit interconnection system industry. It carried out
collaborative R&D, promoted technological innovation, boosted the success of new research projects and steadily
promoted the integrated delivery. The production, test flight and delivery of L15 advanced trainer have been steadily
advanced. A number of foreign trade delivery orders of K8 aircraft have been completed, and the first contract has been

signed for civil CJ-6.

The Group continued to drive technological innovation in the aviation ancillary system and related business. JONHON
Optronic established an overseas production base to undertake international development strategy and was certified as a
“National Intellectual Property Demonstration Enterprise”, further enhancing its core competitiveness. At the same time,
new products of high-speed links and optical links in the field of spaceflight have been applied to assist in the launch
missions of the "Wentian” and “Mengtian” Lab Module. We have vigorously expanded the commercial aerospace market
and contributed to the airworthiness certification of large domestic aircraft. Tianjin Aviation carried out experimental
research on new fire extinguishing system, providing data and methods for system design. AVIC Lanfei launched the
first intelligent and flexible manufacturing production line to accelerate high-quality development with intelligent
manufacturing. Taiyuan Instrument facilitated the successful maiden flight of AG&00 full state new fire-fighting aircraft.
Qianshan Avionics provided ancillary flight parameters and audio system for AC313A to guarantee the successful maiden
flight.

The Group made steady progress in the aviation engineering services business. The research area of the national civil
aircraft flight test base contracted by AVIC CAPDI passed the acceptance, providing strong support for the completion of
the certificate application and flight tests of large aircraft. We successfully won the bid for the engineering design of the
civil aviation science and technology innovation base project, demonstrating comprehensive technical strength; designed
the KIZAD Life Science Park Project, achieving a breakthrough from scratch in the field of overseas medical engineering
projects; won the bid for the Airbus Aircraft Full Life Cycle Services Project, further expanding the cooperation between
China and Europe and obtained the qualification of national foreign aid project implementation enterprise, further
expanding the overseas market; won the bid for the Shenzhen Airport South Domestic Transshipment Depot Project,
successfully implementing the market strategy of Guangdong-Hong Kong-Macao Greater Bay Area; and won the bid
for Beijing Yongfeng Industrial Base Energy Center Project to practice green development and continue to develop the

market of comprehensive energy field.

The Company continued to improve its governance system, innovated in investor relations, strengthened communication
with stakeholders through multiple measures, actively rewarded shareholders, and continuously improved its brand value.
The Company won the “Best Investment Value Award for Listed Companies” of the 12th China Securities Golden Bauhinia
Awards and the China Top 100 Listed Companies Award. At the same time, the Company have taken the initiative to fulfill
its social responsibility, practiced the “Carbon Peak and Carbon Neutrality” strategy and integrated green development

into the overall high-quality development.
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downward pressure. Under the theme of "high-quality development”, the Company will seize the development

023, facing the challenges of global industrial chain adjustment and restructuring, the global economy is facing

opportunities in the new era, make efforts to promote scientific and technological self-reliance and self-improvement,
accelerate the construction of aviation products, vigorously promote the construction of talent projects in the new era,
deepen the implementation of the medium and long-term development plan and actively manage various of risks. The
Group will focus on development strategies, and accelerate the construction of a modern aviation high-tech industrial

group to promote high-quality development:

1. The Group will promote the integration of helicopter business and the long-term development of helicopter
business, grasp the opportunity of the development of aviation emergency rescue equipment, increase the
development and production of emergency rescue equipment, and support the construction of the helicopter base

in Tianjin, so as to build a world class helicopter industry group;

2. The Group will complete the professional integration of avionics and electromechanical systems, accelerate the
development of aviation ancillary system, enhance the efficiency of resource allocation, bring into play the synergy

effect, so as to build a world class system integration provider with international competitiveness;

3. The Group will further enhance the quality of the listed company, actively strive to inject more high-quality
resources, continuously optimize the capital structure and shareholder structure, constantly identify M&A targets in

the aviation industry, and actively explore market incentives measures of listed company;

4. The Group will deepen the cooperation with the domestic aviation research institutions, make efforts in the
field of green aviation and intelligent aviation, unite our strength to carry out original and leading scientific and
technological researches, contributing to the realization of high-level scientific and technological self-reliance and

self-improvement for the Chinese aviation industry;

5. The Group will adhere to independent innovation in the interconnection system business, comprehensively build
the capacity of systematic comprehensive links solutions, actively expand emerging market areas, speed up the
breakthrough of innovative and leading core technologies, and lead new fields and new tracks with first-class

technologies;

6. The Group will strengthen and refine the main business of the aviation engineering services to enhance market-
oriented operation capability, achieve precise market breakthroughs, deepen fine management and improve the

overall operation quality of project; and

7. The Group will enhance communication with the market, innovative ways of investor relations activities, strengthen
the publicity and promotion of aviation high-tech industry, and let investors have a deep understanding of the
Company's business, maintain the positive profile of the Company in the capital market and enhance the value

contribution of our brand.
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USE OF PROCEEDS

As at 31 December 2022, a total of RMB5,521 million of the proceeds raised by the Company had been used in the
manufacturing and R&D of advanced trainer aircraft, helicopters and aviation composite materials as well as the
acquisition of aviation assets and the equity investments. In the end of 2018, the net proceeds raised by the Company
through H share placing were approximately HK$1,346 million (the “H Share Placing”). As at the date of this report,
the Company has utilized the net proceeds from the H Share Placing according to the plans as disclosed in the
announcement of the Company dated 14 December 2018. However, due to factors such as the COVID-19 pandemic, the
Company was unable to implement the potential acquisition of aviation equity interest or aviation assets. As affected
by the international situation and the macroeconomic environment, the timeline for completion of utilization of the net
proceeds from the H Share Placing may be delayed from the planned timetable, The Company will continue to disclose
the progress of the actual utilization of the net proceeds from the H Share Placing in its future periodic reports. Set out

below is the information regarding the use of proceeds from the H Share Placing:

Net proceeds

Use of utilized for Utilized net Unutilized net Expected timeline for

the year ended completion of utilization

31 December 2022

proceeds as of
31 December 2022

proceeds from the proceeds up to

H Share Placing 31 December 2022 of the net proceeds

Investment in aviation  Nil Approximately Approximately 2024 or before

product businesses,
the industrialization
projects of aviation
research institutes
and industry
investment fund for
aviation business,
the funding of
acquisitions of
aviation equity
interest or aviation
assets and for
general corporate

purposes

RMB963 million, of
which approximately
RMB812 million was
used in investment
in aviation product
businesses and
approximately
RMB151 million

was used in
industrialization
projects of aviation
research institutes
and investment fund

for aviation business

RMB231 million will
all be intended to
use in investment
in aviation product

businesses
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As at 31 December 2022, the Group had 47,475 employees. The Group has provided appropriate emoluments, benefits

and trainings to its employees.

Percentage to

Number of total number of
Employees Breakdown (by business segments) employees employees (%)
Aviation entire aircraft business 16,212 34.15
Aviation ancillary system and related business 28,678 60.41
Aviation engineering services business and others 2,585 5.44
Total: 47,475 100.00

For the year ended 31 December 2022, the total staff costs of the Group amounted to RMB12,343 million, representing an
increase of RMB1,163 million or 10.40% as compared with those of RMB11,180 million in the corresponding period of the

preceding year.

REMUNERATION OF EMPLOYEES

The remuneration of the employees of the Group (including Directors) is determined on the fair and reasonable basis
and with reference to comparable market standards. Such remuneration comprises basic salary, contribution to a public
housing fund, and contributions to pension schemes. The Group will also, at its discretion, pay year-end bonus to

employees according to their respective performance.

TRAINING FOR EMPLOYEES

With the goal of “cultivating and creating compound industrial capital talents with international vision”, the Group
attaches great importance to talent training, always adheres to the high-goal traction and systematic promotion, and

continuously upgrades the talent training system.

In 2022, the Group focused on the development strategy and carried out targeted international operation and
management system training, such as strategic planning and investment management, capital budget and financial policy
industry, and risk management and internal control training, to strengthen the core competitiveness of enterprises and
adapt to the changing market demand. At the same time, the Group carried out training for young and middle-aged
leaders, further developed young employees’ broad vision, forward-looking judgment, interdisciplinary understanding
and organizational leadership, and formed a youth reserve talent echelon. Relying on regional advantages, the Group
innovated talent policies, cultivated all kinds of talents in an all-round way, and strengthened the support and guarantee

of talents.

AviChina Industry & Technology Company Limited



DIRECTORS

Executive Director

Mr. Yan Lingxi (BEE)

52, a master degree holder and a senior engineer. Mr. Yan graduated from Beihang
University with a bachelor degree in engineering in 1991 and with a master degree in
management in 1999. He commenced his career in the aviation industry in July 1991
and worked in the reform bureau of the Ministry of Aero-Space Industry, the corporate
management office of Nanjing Jincheng Machinery Factory, the corporate management
department and the asset and business management department of Aviation Industry
Corporation of China, respectively. From August 2014 to September 2016, Mr. Yan had been
a director of AVICOPTER. From October 2016 to February 2018, Mr. Yan had successively
been the head of the Office of the Board of Directors and the deputy director of Capital
Management Department of AVIC, and the deputy general manager and the secretary of the
board of directors of AVIC Industry-Finance. From March 2019 to November 2021, Mr. Yan
served as director of the Capital Operation Department of AVIC. From April 2004 to August
2016, Mr. Yan had been the director of the securities and legal department, the secretary of
the Board and the assistant to the general manager of the Company, respectively. Mr. Yan
was the standing deputy general manager of the Company from February 2018 to March
2019. And he was the non-executive Director of the Company from May 2019 to May 2021.
Mr. Yan has been the general manager of the Company from December 2021 to February
2023. Mr. Yan has been the executive Director of the Company since January 2022, and been
the Chairman of the Board of the Company since February 2023.
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Non-executive Directors
Mr. Lian Dawei (BX %)

60, a doctorate degree holder and a researcher level senior engineer. Mr. Lian graduated

from the Department of Urban Construction of Harbin Institute of Architectural Engineering
with a bachelor of engineering degree majoring in heating and ventilation, and successively
obtained his master degree in technology economy and management from Tsinghua
University and doctorate degree in engineering and project management from Beijing
Jiaotong University. Mr. Lian had successively been the deputy division director, division
director, department chief, vice president and president of China Aviation Planning and
Design Institute, the general manager of AVIC CAPDI, etc. Mr. Lian has been the chairman of
the board of AVIC CAPDI since August 2016. He has been the non-executive Director of the
Company since May 2019.

Liu Bingjun (81 #9)

47, a master degree holder. Mr. Liu has served as the director of Asset Enterprise
Management Department of AVIC II; senior business manager of Capital Operation
Department of AVIC; director of Listing Office and vice director of Securities Affairs
Department of AVIC Helicopter; vice director of Planning and Development Department,
vice president and board secretary of AVICOPTER; and vice director of Compliance and Risk
Control Department of the Company. Since April 2022, Mr. Liu has served as vice director of
the Capital Operation Department of AVIC. He has been the non-executive Director of the
Company since October 2022.

24 AviChina Industry & Technology Company Limited



Mr. Xu Gang (&)

51, a doctorate degree holder. Mr. Xu graduated from Tianjin University with a bachelor
degree in information management system engineering. Mr. Xu also holds a master degree
in business administration from Roosevelt University in Chicago and a doctorate degree
in economics from Nankai University. In 1995, Mr. Xu worked for the Tianjin Economic
and Technology Development Area Administrative Committee. He was nominated as the
deputy head of the Investment Promotion Bureau of Tianjin Free Trade Zone in 2003 and
was promoted as its head in 2005, when he started to actively participate in the Airbus A320
Series Final Assembly Line program jointly initiated by Airbus and its Chinese partners.
From 2008 to 2011, Mr. Xu was the deputy general manager of Airbus Tianjin A320 Series
Final Assembly Line and the head of the Investment Promotion Bureau of Tianjin Free Trade
Zone