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Time Range

January 1, 2018 to December 31, 2018.

Release Cycle

This Report is released annually.

Main Contents

This Report releases CAS' implementation of social responsibilities
related to economy, safety, environment, employees, and
corporate citizenship.

References for Compilation

Guidelines on the Fulfillment of Social Responsibilities by State-
owned Enterprises under the Central Government, released by
State-owned Assets Supervision and Administration Commission
of the State Council (SASAC); Guidelines on Sustainable
Development (G4), published by Global Reporting Initiative
(GRI); Compilation Guidelines on Social Responsibility Report
of Chinese Enterprises (CASS-CSR3.0), published by Chinese
Academy of Social Science (CASS); /SO 26000: Guidelines
on Social Responsibility, by International Standardization
Organization (ISO); Guidelines on Social Responsibility for
Chinese Industrial Enterprises and Industrial Associations,
published by China Federation of Industrial Economics (CFIE).

References to China Aviation Supplies
Holding Company

For the convenience of expression, CAS, the Holding Company
and the Company all refer to China Aviation Supplies Holding
Company.

Access to This Report
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Corporate Culture
Organizational Structure

Main Performance Performance
Corporate Governance

Performances

Economic Development

RsMFEE, RARREREMM S

Take Internal and External Measures to Improve
Development Quality and Benefits

REFW, X “‘—lE" RRIER

Focus on the Main Business and Cement the "One Advantageous
Platform and Four Strong Sub-platforms" Development Layout

M E, MEtIERED

Deepen Reforms to Stimulate Vitality of Enterprise Development

RikFa, BEEImhEZIns

Actively Make Exploration to Enhance Brand Influence

{

Responsibil ety and Environment Protection

BUREWMER, ZREEWEY

Strengthen Safety and Environmental Protection,
Highlight Corporate Responsibilities

A o

Implement Safety Production

HEHTIRERHE

Promote Energy Conservation and Emission Reduction

Responsibilitie

MAAR, 1Ti& “EEine”

People First, Build a Happy CAS

Employee Growth

(RISE A

Safeguard Employees' Basic Interests

FERTIESR

Highlight Employee Cultivation

(A FRENEETE

Optimize Remuneration Management

XKERTHER

Care about Employee's Life

THERE

Ful ocial R sibilities in an All-round Manner

MEZR, ShZMATIEREE

In the Name of Love, Spread Positive Energy of CAS

ap YN
Sunshine Public Welfare Activities

KRR

Poverty Alleviation Assistance

ARESiRRR

Aviation Forest Protection

Cor te Citizenship Responsibilities

saEE, =EEWRERE
Strengthen Control and Consummate Internal Corporate
Management

IEEFERIERIR
Strengthen Party Building
TEBHGES

Strictly Manage and Operate the Company in
Accordance with Law

RERE

Our Way Forward
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2018 F, BRMTNAAFBZS, BRNEFN 40 BF; BRERERNTEEN=ZW. BEE
FH—F, BEEMESMILFXIEH—F; BHEMVREFLIEEINSH. SERIEKITR
TH—F, EREAMMACIFTHEL. SEHEN—F,

hEETZZFIChREWBRARER, USEFITRThESetsE BB+ AKX
BHA— TRRYTEERMRAEE, INEEMRPR,. ESRARDE, INEELERE
IBTNLFESR, BiFeEIlERNER, BIFMARES, LIRESAKRERENNE AT,
FRTFT=IE, ABTES, RELM, BERR, RMIERREN, *ERAEEKF, £
FrEERSPRE, 2018 F, EWKACILERSXT, £ETHERE NANSIUERR.

—&Fk, PEMMEINIARREES, REMMMEREN, #H “—IR" i, Bl
TIBHEUARE, THRRS MO, BlsiTiehmEer, WSEENERLSE, MIESIER
EAMNAMEI, PEMRORSNRERS, TUSIEBNEEMN. B, FEMR
MR HRSS, RIEHERWER, REERIIINEREE; KEBBMTME, X
EEREAMAE, (HERM “MEX Y KE, THEZHKER, RRSS5ERREKEHN
THERRER, ALIMIoETRERESES.
PEEFUANKR, BRI THNESERARAS, LIRRE LTI, BEA
FHREFE. TTERTMBLIRIVE, REHRF T KR TAIKS RS S8R

2019 F, PEMMBRIRTHRIAGARIE, ZBERKE, RRGELSE, EORE. HE
HEL ETES, MER-ANFERNGESRERSREESTI=ENIRGmRERE, LS
SRz rh e \RHFNERIZ 70 BEF!

The year 2018 was the first year for implementing the guiding principles of the 19th National Congress of the Communist Party of China
and also the 40th anniversary of the reform and opening-up. It was a year witnessing great change and complexity in the international and
domestic situations and also a year conquering challenges and risks. It was a year for CAS to clarify overall strategies and made innovation to
operation concepts and also a year for all CAS members to exert their innovative and enterprising spirits.

Always keeping in mind the mission of central enterprises and taking Xi Jinping Thought on Socialism with Chinese Characteristics for a New
Era and the guiding principles of the 19th National Congress of the Communist Party of China as basic action guidelines, CAS earnestly carried
out decision and deployment of the Party Central Committee and the State Council, conscientiously implemented the work requirements
of the State-owned Assets Supervision and Administration Commission of the State Council (SASAC), adhered to the overall strengthening
of Party building, upheld the new development concept, and focused on improving development quality and efficiency. In 2018, CAS
generated a historical high operating income and accomplished all indicators assigned by SASAC with a down-to-earth attitude, making
pertinent strategies, stimulating the vitality through reform, comprehensively improving the management level and making steady progress
in production and operation.

Over the past year, CAS faithfully carried out development responsibilities, concentrated on making the main business better and stronger,
and implemented the “One Advantageous Platform and Four Strong Sub-platforms” strategy. We seized the opportunity for transformation
and development, and constantly explored various fields, enabling stable and better operation of the enterprise. CAS continued to
improve business capacity, with the effect of the strategy leading the reform and development constantly emerging. As a result, the core
competitiveness of CAS was continuously improved, initially showing the leadership trend in the industry. At the same time, CAS actively
responded to orders from the central government, exerted expertise in package purchase and served the country's foreign trade policy; gave
play to the advantages of general aviation, actively connected with major national strategies, promoted "developing both transport aviation
and general aviation" in civil aviation, supported the construction of Xiongan New Area, actively participated in the construction of the
national emergency rescue system, and practiced responsibilities of the central enterprises.

CAS, adhering to the people-oriented principle, always pays equal attention to the interests of employees and the development of the Group
and constantly improves the sense of well-being and happiness of the employees with a positive corporate culture, a good atmosphere of
respecting talents, and a perfect incentive and constraint mechanism.

In 2019, CAS will closely follow the decison and arrangements of the Party Central Committee, uphold the national strategy, keep up with the
pace of reform, build firm confidence, determination and courage to build a first-class new comprehensive civil aviation service provider and
a happy CAS, and celebrate the 70th anniversary of the founding of the People's Republic of China with outstanding achievements!
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ABOUT US

KREHE

Development Path

FEMESERABRADRESEESR - HEEEERAEENPREN, BEEINET
MRW Rz RIE L SHIT A RF] .

2017 £
2017

SR AT, BT HIE
THESSEBRER, BESRTER
2002 €108 SR ERBRAT.

CAS, a state-owned key enterprise managed by SASAC, is specialized in aircraft purchase and aviation supplies support.

OCt0ber 2002 We completed the restructuring of the company and
establish a board management system under the
E%@Eﬁ&ﬁ&%{%ﬁﬁﬁ;\ﬂﬂ%AE@ modern enterprise system, renamed China Aviation

Equipment Group Co., Ltd.

B T =R EHERATM=5
MRS HREER AT, FEMME
BN =M REEAATZ—,
1996 38 ZESEHSER AR,

March 1996

The air transportation companies and supporting
companies underwent merger and restructuring, to

1 980 E 1 0 ﬁ ] B NPEESEMEEORANE set up three airlines and three aviation service support

companies. China Aviation Supplies Import & Export

0Ct0ber 1980 B . L . Group Company, as one of the three aviation supporting

ICt was r:'named China Aviation Supplies Imp. & Exp. group companies, was officially established with the
orporation. approval of the State Council.

LE

REEISETERT=SMRE, &£
ExRAEOEEERIAMENT, 2
FEERMASRALIAIE —RAE.

Its predecessor, China Aviation Supplies Company
(CASC), was founded with the approval of the State
Import and Export Regulatory Commission in October,
1980. It was the first incorporated company in China
civil aviation industry.
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Company strategy
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With the new civil aviation support service as the core, focusing on the four business
sectors including Aircraft Services; Aviation Material Services; Technology, Equip-
ment, and Airport-related Services; and General Aviation Development and Support-
ing Services, CAS has conducted intensive operation, with the aim to become the
largest integrated service provider focusing on civil aviation support and boasting of
the most advantages and the greatest influence in China.
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Business Segments

— =

(@)

2018 iR S FHFRE
SOCIAL
RESPONSIBILITY
REPORT

[TX

o

Az R EARIEARSSTRIR

Aircraft Services

)i

o BHHLERY

Package Purchase of Aircraft

° WHMER

Aircraft Leasing

o TUETE

Industrial Cooperation

o fiR=siE)l
Aviation Training

A ESRR A RIS AR SS TR R

Aviation Supplies Support

o RIS
Engine Business

o KEBHSS
Components

* FEREMH=

Pooling of Rotables

° M =FE
Aviation Supplies Cloud
Platform

° MHEHE

Aviation maintenance

° FZERHE

Sales of Brake Pad

o ERMMALE

Disposal of obsolete parts

o AOC BEEREERSEE
AOG aviation supplies support

* MMHE
Sales Aviation Supplies

o NS ITRRFZE

Aircraft IT Solutions

o BAHEEETS

Aircraft Wheel and Brake Management
Platform

o Mtr maEr”

Production of Aviation Chemicals

BRARREFNIBIRIEIRSS
IR

Technical Equipment and Airport

Support Service

o HUpIERIEIRS

Ground Equipment and
Engineering Support

c RinES

Civil Aviation Exhibition

o iBtRISS

In terms of bidding

o NBHIRS
In terms of business jet business

* B (i) HHESHERS

In terms of boarding bridge manufacturing and MRO service

SR
Navigation Technology
o ZiEHIL

Aviation Consultation and
Planning

o MzSHbELHNIE

Aviation Carpet Manufacturing

o HlimEig
Airport Construction

o EER
Airport Construction

oAl
o NE=TRERSS
Aviation Energy-Saving Services

BAmE R R RERSS

iR

General Aviation Development
and Support Service

o BiTEE
General Aviation Operation

o BAHIE

General Aviation Manufacturing

o BRI

General Aviation Support

o BNINZHUE

Navigation emergency rescue

07
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Corporate Culture

nellE=s

Corporate Vision

NENER

Corporate Mission

ABEAEERESNNER—RRNESRERS M iRz W AREEEMENFHERMRERSREMRD, R

=y

EREAMEERNEERN. FHINE.

ol o
To become an irreplaceable and comprehensive service provider for To become a service provider with great value for new types of aviation
new types of supporting services in the civil aviation industry supplies in the industry, and become an important and special force in the

NSIEE

Corporate Spirits

Honesty

construction of a strong country in civil aviation industry.

RARBFBR EME"EKX, RN, LEREGMES “ZME" NRE . SWARmE,
FEEAMUE—MBER LANER, BRRBUESNERRENGE. FREEREEHRTHINER
S5XRT, PEMMETIVRLREF, —EERBTHE. SRRTEHNZINRT, FHREWATHRE
ERECHEHERE, BCITARARIEENEEHRIN, —F—IEEXRERIAIE
MR, BEEXRIINTMRTHE.

It originates from Confucian teaching that “the behavior should be of one which is trustworthy and proper”. Confucians believed that a wise
man’s behavior must be “of one who is trustworthy and proper”. For modern enterprises, honesty is not only a requirement in morality but also
an important approach and method to obtain profits. Honesty helps bring loyalty from customers and employees; CAS must stick to honesty
in order to achieve successes in the industry. Every employee should bear in their mind that to keep the honesty of the enterprise is a sacred
duty. Employees’ behaviors might influence the reputation and operation of the enterprise, and are directly affecting the overall image of the
enterprise, thus affecting the benefits of both the company and the employees themselves.

peidld

Enterprising

LHERNA

Organizational Structure

RERE LD

Internal organization
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I

RE

Board of Supervisors

BES

Board of Directors

REEEER

Top Management

Party Committee

TL2 s
n'—ﬁ ;Rﬁiﬁz:
Strategy and Investment Committee

RRERS

i Nominations Committee

FHINESERERS

Remuneration and Assessment Committee

HITSKEEEERS

Audit and Risk Management Committee

tENMBE—ETnES. KELDRTER, B2, MEATRHRER, WFEERHHENEHE, &
HRE, xaER, EHEE, TEEEISHIIEE.

CAS was once trapped in the difficulties of a shrinking market and unclear direction of development. The more difficult the situation
was, the more aggressive CAS should be. Failures should only make CAS more courageous and hardworking, so it could survive the
difficult situation and achieve new glories.

ellES

Innovation

BIF BB LUEMEIFLFRO—BIE: “BFMAE. " JUCEREN, HNTLUSERERIA
FRIFTERNEHXR, ENFHASBHNIEECRINIE, XBETERFPAIFNRATEIH
B8 WFIARWRR, SIFFREEEESEamNIREE.

The idea of innovation may also be traced back to the words of Confucius: “The gentlemen shall be harmonious but distinctive.” We can

interpret it as: we can stay harmonious with people around us, but we shall have unique views about everything, which is also the early
and simple idea about innovation in Chinese culture. To modern enterprises, innovation is the soul of endless vitality.

F—
=
Z~AW

Win-win

‘BE HRBEEE, EMMRSHMNERET, TEMMECEF LF. MNENERXEZE
AIRESE S, EREFNOWSEN, ESHIIRSAEBEZIIORRS R, E8HEEEE “H
wOEMErZEE.

The era of “zero-sum game” is gone. In the value chain of aviation supplies, CAS shall make a good balance of the interests between
the upstream and downstream stakeholder, explore new business modes, work out solutions acceptable to all parties, and enable all
parties to carry out extensive cooperation on the basis of win-win principle.
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Main Members of Each Segment

Business Development Unit gglrgzé\t/ilg;c:m Supplies Science & Technology Development (Xi’an)

Aerdragon Aviation Partners, Ltd. China Aviation Supplies (Hong Kong) Co., Ltd.
Huaou Aviation Training Centre China Aviation Supplies (Europe) Co., Ltd.
Huaou Aviation Support Centre China Aviation Supplies (Kenya) Co., Ltd.
Huapu Aero-Engine Training Centre Co., Ltd. American Pacific Ltd.

Aviation Engine MRO Training Center

Aviation Supplies Support @

Beijing Kailan Aviation Technology Co., Ltd. China Aviation Supplies Southwest Corporation

Beijing Kailan Aviation Technology Shanghai Branch Chengdu Huanyu Aviation Forwarding Co., Ltd.

Beijing Kailan Aviation Technology Repair Service Center China Aviation Supplies Northwest Corporation

Beijing Sanyuan Aircraft Brake Technology Co., Ltd. Krauss (China) Aviation Technologies Co., Ltd

China Aviation Supplies New Material Co., Ltd. China Aviation Supplies East Corporation

China Aviation Supplies Co., Ltd Beijing Huacai Aviation Passenger & Cargo Service Co., Ltd.
China Aviation Supplies (Beijing) Co., Ltd APL (Hong Kong) Limited

China Aviation Supplies (Shenyang) Co., Ltd Kunming Bireturn Information Service Co., Ltd.

China Aviation Supplies (Guangzhou) Co., Ltd CASC Willis Aero Engine Leasing Co., Ltd.

Technical Equipment and Airport Support Service

China Civil Aviation Technology & Equipment Co., Ltd. Beijing TECHCOM Communication & Technology Co., Ltd.
China Aviation Supplies International Tendering Co., Ltd. Beijing Sino-Aero Construction Engineering Co.,Ltd

China Aviation Supplies Xinjiang Corporation Beijing Aircraft Carpet Co., Ltd.

China Aviation Supplies Navigation (Beijing) Co., Ltd. China Aviation Energy & Emission Solutions

China Aviation Materials Huadebao Airport Equipment
(Kunshan) Co., Ltd.

General Aviation Development and Support Service

Eastern General Aviation Co., Ltd. Qingdao United General Aviation Co., Ltd.

Eastern General Aviation Photography Co., Ltd. China General Aviation'Service Co., Ltd.

aterials Aviation Rescue Co., Ltd.

Tianjin Bohai Aviation Equipment Impo‘IMExport Co.,

Beijing Aviation Emergency Rescue Co., Ltd

CAS Asset Management Co., Ltd

1



FEREEERRIRAT 2018 W HSFERE

NERATE t2FISEXTS

PEN=SERERATHIEERERT, HESKEEER~HEEEERAARESHETEREARS. EERFH

BN ENIE X TSNS, RETEEA TGN, BSTEShE0R Y, ERes HHRTS B STENAIS A

BRELEREZARITIEFATWEERKFEXRVRANERFHNER, ROKE €0, EXB. FEXL" INSEF
A, RERRTIERIHNFERERE. EXLEECESIIS LR TISANENEXNIR. EFR. RES. KEEFY

BXSRILAE R

o WERIEMFIMESE

c EERRERE

© Maintaining and increasing the
value of state-owned assets

N . \— N N ® Policies, laws and regulations IR EES ® Operating business in compliance
AN eSS 114 F [/, \ S TE 4L N ' o KR EZZ S
EZTD IEHE% N H/\)'_‘\IE H*ﬁ N E*E%J—g N JEE#J:WNE E"J AN E.JIEIEE—EI *@ o Y I’ﬂz/ﬁ\lx © Work meeting . %E;I.M}E with laws and regulations
RN o Periodic report e ol t

China Aviation Supplies Holding Company (CAS) is a state-owned enterprise, with State-owned Assets Supervision and Administration Commission (SASAC) of o EHICIR erlodic repo . SR E NS mprovpj managerr_\en .

R . . . . . + ® Performance appraisalv o [FEEEX K ® Preventing operation risks
the State Council serving as a funder on behalf of the State Council. CAS has formulated rules and regulations of the Board of Directors and relevant working o | 5EE . R o Obtimizi dst heni

imizing and strengthenin
instructions to ensure standardization of the work and improve the scientificalness of decisions of the Board of Directors. CAS Party Committee resolutely exercised o LR pb i g et g
the Party Committee research and discussion as a prepositive procedure in operation and decision making of major issues of the enterprise, gave full play to its core business
leadership role of "direction setting, overall supervision and guaranteed management". The Party Committee would study and discuss the company's reform Ap . S ® Constructing a strong country in
’ o BIERIEIMFIM E= 6 - ) o ZIREh AT

and development, major operation and management issues and major aspects involving the immediate interests of employees. The Board of Directors, the Party iﬁfb\juﬂ“gﬁjg  Policies, laws and regulations &iﬁﬂiéﬁ. civil aviation industry
Committee, and the top management formed a corporate governance structure with clear division of labor, clear responsibilities, mutual restraint, and coordinated e TF&IN © Work meeting o ZRIRIE © Ensuring safety
operation. ° EHH;E;E ® Periodic report o IEoR({RIERE © Enhancing support capability

TEWMESSNEEST 75, HPIMIEF 4 5. EES TRUBEREZRS . BEERE. FHSERERR.
HIFSNEEEERZNOITENERSE, STNERIZNERNTUERNIRETE, BRESNEERINUEIN,

o M. B, RE

o BIERIEA

® Document, notice, and report

® Policies and laws

o BIFBEINMR

o BETIE

o Sticking to energy saving and
environment protection

® Observing laws and regulations

— . MY = T — Ny o A P o FitilkE o Statistical report o FHUZ OTax. )
RHBFRE, BETEERORNERENNE. EANT ‘TE-K" REHENRELNIERENETEES. i st e o Saving energy and recucing
e NI At - N - N . NIRN B . ) e emission
EESMDEREDRASHARNIRE. RKRERFR. ARLEIRERE. REEREANS, BT SIUAKRRE. cSEEE  High-level meeting o TR o Increasing employment
REEAT RFNREINT
CAS Board of Directors currently has 7 directors, including 4 external directors. Affiliated to the Board of Directors are four special committees, specifically the Ehm%e{f{k{* o YA S {ETIX ; ; 3 AN © Sharing complementary

’ : ’ SE1FIMY ® Strategic cooperation agreements  ® 'fjﬁ;‘g'ﬁﬂ
Strategy and Investment Committee, the Nominations Committee, the Remuneration and Assessment Committee, and the Audit and Risk Management Committee. . %Hﬁ/ﬁ\ﬂg o Periodic meeting . é‘{"lfjié‘ﬁ':n fii/\\/;nta.ges
X ZS in-win

Each special committee earnestly implements the rules of procedure and regulations, and fully performs duties according to the important resolutions of the
Board of Directors, to improve quality and efficiency of resolutions of the Board of Directors. The “three-major and one-big” decision-making system and decision-
making meeting system clearly stipulate the decision-making authority, decision-making procedures, organization implementation, supervision and inspection, and
accountability of the Party Committee, and the General Manager's office and effectively regulated the decision-making process, decision-making behaviors and
decision implementation.

e BE. ¥
« 58

® Contracts, agreements
® Interaction, communication

RHAGESRRS

® Providing standard and efficient
service

NI » O -
K * Interview . . o HEEFER ® Satisfying customer requirements
o EERIE © Feedback information
=iEa
1 X - , i Y
o B FERK ;I\ZZZ:Z Comg s, el o NEEIRFE ® Protecting employee’s rights and
- 55 o Traning cRUER leess
a W heb . 2l ® Career development
‘ El)(&ﬁ = :3\75?; zg:,:g:;:;gz“k < A5 inl“ ® Education and training
o T{E/aE o RIS T .
S « Commrication trough T « Compensation pacage
s 1 ASE AN * ISR microblog or website exchange . fRERE Y
ﬁh:EﬂIEE&
-~ 4+ U A 1w A o — A S = — a1 A o PN A - NN ® Honesty and legal-compliance
FEMMERT “NMERY BE, YEERMTUMEIERSER, EHRRANZNOTESENsISEWVEBSNERSE * WISHIE © Cooperation on equal footing,

W, ——ECWHRMEFNESE, LTURRIEK, FEEREYPREWNER. “2ETWIEUSE, ERWS
RiERFARE, BAEENTIEMN, MRS, BRARKESEZNFRE. Z2ENMEHPFERBGEFNANE. 1
WITWRFRE . HREFBROVFERNTAMOEE, BITEFHRREF. KRARE . KEEEFHREE. IR
BRIMK, ARIBIASBRAMEBAIFE, AERIVARBE. TEMFESNERY , SHLMEWERESHE
aKE. MEZE . [TAKATESR—.

Sticking to the concept of “Value-adding CAS” and on the basis of realities in the civil aviation industry and company development, CAS has tried hard to explore

IFHAFER

o BE. X

o HBEWS R

e S5 EH
o IRV BT

o (ERINEE

© Contracts, agreements
® Daily business communication

® Participation in meetings and
activities
® Provide necessary support

® Information Disclosure

KEIGEXR

o BTERE

FEEF. BRHE

S 5351t EERD

mutual benefit, and win-win
® Long-term cooperation
relationship

® Joining and supporting club
activities
® Observing rules

the utilization of scientific thinking on social responsibility to guide the realization of corporate value. First, CAS tries to realize fast increase in terms of enterprise o HTE AT ® News release o WEIE ® Disaster relief

scale and economic benefits, and comply with the requirements from SASAC on state-owned key enterprises. Second, regarding its position in the industry, CAS o BT E(T o Fulfilling respc_)nsibilities of a state- « TURE 5 NEER -Af:t_iv_ely participate in charity
tries to achieve satisfactory development for key businesses, possess important influence in the industry, and play an important role in the sustainable and healthy owned enterprise under SASAC A= ! activities

development of the civil aviation industry. Third, while actively contributing to safeguarding the political and economic benefits of the country, optimizing the e NEHREE ® Public welfare and charity o PRERIP ® Protecting environment
resource configuration of the industry, and transforming the way of economic growth, CAS also fully carries out its social responsibility in protecting environment s R TEREE ® Employee volunteer

and conforming to laws and regulations during business operation. Fourth, CAS cares about the development of employees, sets up a platform encouraging
employees to make their mark, and expands the paths for career development. Focusing on Value-adding CAS, the company tries hard to realize a harmonious unity
among company development, social development, environment safety, and employee development.
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Never forgetting the mission of a central enterprise, CAS has always taken preserving and increasing state-owned assets as the main task. In 2018, in the face of
the macroeconomic downturn, Sino-US trade frictions, asset disposal procedures, and stock prices lower than expected, CAS members worked together to seize
opportunities, make innovation, increase income and reduce expenditure, and strive to generate income, thus guaranteeing stable and better operation and
gradually elevated business capabilities. All business segments saw breakthroughs, and the main business performance enjoyed new growth. The annual operating
income reached RMB 3.1 billion, the highest level in history, and the profit RMB 435 million, accomplishing all annual assessment indicators assigned by SASAC.
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Based on the new situation and new requirements for the development of
civil aviation, CAS actively explored and innovated a new model of package
purchase of aircraft, initially established an effective working mechanism and
plan and consolidated and enhanced the superior position of the package
purchase of aircraft in the industry and played an active role in further
expanding influence of the Group.

2018 F 1 B 10 B, HEMM SZFEEQTSE K
BIFNIY, EEFPRSVHETABESFEAFRR, H
EREFEEFREIIREZZNANZEESEE .

On January 10, 2018, CAS signed a strategic cooperation agreement with

Airbus to establish a strategic partnership in the customer service field
and work together to secure the safe and efficient operation of active and
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future Airbus fleets of Chinese customers.
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In 2018, Aerodragon Aviation Partners, Ltd., affiliated to CAS, effective-
ly overcame significant changes in internal and external environments,
continued to optimize business structure and business model, actively
explored the market, continuously improved management capabilities,
worked out new business strategies, and positively promoted its steady
development.At present, it is in possession of, managing and leasing 28
aircrafts, serving 9 airlines both at home and abroad.Actively explore
various financing methods, through visiting domestic airlines. At the same
time, it also strengthened policy research and implementation, signed a
Supplementary Memorandum of Cooperation with the Eastern Xinjiang
Bonded Port Area.
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Setting foot on traditional businesses, CAS is determined to forge ahead,
continuously innovate in business models and expand cooperation space.
In 2018, CAS successfully signed several industrial cooperation project
agreements, and carried out exchange and cooperation with airlines
both at home and abroad like Boeing, Airbus, AVIC Aircraft Co., Ltd., and
Shaanxi Hongyuan, promoted and strengthened operation of such projects
as vertical tails, aviation forgings, engine disks and 3D printing, thus
contributing to the development of national industries, helping domestic
aviation manufacturing industry to meet international industry standards
and elevating the industry level.

2018 F 4 B, HEMM . TEQNE. ARBENEREET
A330NEO ALM O’ Ring $TIBEs%, FE7T 3D
ENIR B # TR EAIMREI TR,

In April, 2018, CAS, Airbus, and Xi'an Bright Laser Technologies Co., Ltd.
held the launch of the new A330NEO ALM O’Ring project, to kick off the
development of a new work package for the 3D printing project.
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In terms of aviation training, CAS has been engaged in international co-
operation to cultivate aviation professionals. As a result of cooperation
between CAS and Airbus, Huaou Aviation Training Centre & Huaou Avi-
ation Support Centre was established. Also, the cooperation between
CAS and HP generated Huapu Aero-Engine Training Centre Co., Ltd. In the
year 2018, CAS totally completed more than 20K hours' training on flight
and maintenance. At the same time, CAS strengthened cooperation and
exchanges to promote business synergy, and built a bridge between the
training cooperation platforms and the engine manufacturers in fields of
aviation supplies support and service cooperation, to ultimately booster
development of pooling of aviation supplies.

2018 6 A 8 H, EMM=HIIBRAEILRETN
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On June 8, 2018, Huaou Aviation Training Centre held a ceremony to
celebrate the first service of A320 FFS S57 in Beijing, with Yang Xiaoming,
GM of CAS, attending and addressing on the ceremony.
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In October, 2018, CAS, Boeing, and AVIC Aircraft held the signing ceremony
for the fourth new work package cooperation agreement of the 737MAX
vertical tail project at Zhoushan Boeing Aviation Industry Cooperation Forum
& Boeing Suppliers Conference, marking a new leap in the cooperation of the
three parties in the Boeing vertical tail project.

19



hERR= S ERERAE 2018 (RIS RIFRS
China Aviation Supplies Holding Company SOCIAL

O Anz== i1 RIEARSS

AittE=

PEMTRMERRERATB 2016 £ 10 B 18 BIER
FERBRLSILASR, BRI HZRRREIES, TR
HETREIR, 2018 F&EIZT “1+37 MEHEENE,
Qe NFIATSRERE, SRMMLEEREE,
AL WIBAMRIEE TRV, FHEASEZREXFRR G
BIROIFTHF .

— EBRRMLE 6—

2018 &, EREWSRELHEHNEM L, EHRM
MCEESH R, SEER=AM_"+%
FRENNEIR 37 ZTERM, AREESR
TR EREN . BEN T MREE 7 IRLEH

In 2018, on the basis of steady progress of the existing businesses,
CAS achieved a historic breakthrough in the disposal of obsolete
parts through comprehensively receiving the obsolete parts valuing
nearly RMB 3.7 billion accumulated for more than 20 years of China's
three major aviation groups, to lay a solid foundation for cultivating
future professional disposal capability and shaping the company's
brand.

Since its establishment on October 18, 2016, China Aviation Supplies Co.,
Ltd. has continuously promoted the construction of the pooling platform
in accordance with the development concept of the aviation supplies
pooling. In 2018, it set up the “1+3” coordinated promotion mechanism,
significantly elevated five capabilities and five businesses, officially
launched the disposal of obsolete parts, made new breakthroughs in the
new aircraft small fleet support, and gained support from the national
customs bonded supervision policy.
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For the component leasing business, all the landing gears were leased
and operated, 7 landing gears lease agreements were signed or re-
newed and 4 new sets of landing gears assets received. For the com-
ponent purchase and sales business, QEC sales ratio reached 79% for
the whole year, adding 4 new users. The largest aircraft landing gears
mutual assistant pooling inventory was created.
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CAS determined the cooperation mode and direction of consumables

centralized purchase and maintained steady growth trend, with
centralized purchase volume of consumables increased by 43% YOY.
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CAS actively promoted AOG support projects in North America and
Europe and participated in the 2018 China Civil Aviation AOG Mutual
Assistance Conference and will host the 2019 China Civil Aviation
AOG Mutual Assistance Conference.
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The rotables business progressed steadily, seeing the number of repairs

increased to 524 times, an increase of 23%. The high-priced rotables fleet
support was extended to 61 aircrafts of 5 models.
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On June 5, 2018, CAS Co., Ltd. (CASC) and Honeywell signed a strategic
cooperation and aviation supplies distribution agreement. Through cooperation
with the world's leading aviation technology pioneer companies, CASC has
obtained active support for the CAS pooling strategy, which is an important
cooperation result of actively building an industry-wide pooling platform under
the support of SASAC.
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Beijing Kailan Aviation Technology Co., Ltd. affiliated to CAS, innovatively
adopted a cooperative mode integrating elements of finance, customer service
and risk control. It has successfully acquired Hainan Airlines' wheel brake
support business, accounting for 16% of the national total. It established its
leadership in the industry through providing aircraft wheel support services
for more than 300 aircrafts in more than 30 airlines across the country. At the
same time, Beijing Kailan further improved its maintenance network layout,
established business cooperation relationship with 33 repairers in 19 provinces
and cities, and preliminarily realized the localization guarantee of maintenance
network. In addition, the “Aviation Supplies Cloud” construction and the
aviation supplies information system were continuously optimized, to provide
strong support for the efficient operation of the Pooling Platform Company for
Aviation Supplies.
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In July 2018, CASC delivered the first B777 landing gears to China Southern
Aviation. This project is an important cooperation result of actively building an
industry-wide pooling platform under the leadership of SASAC, the epitome
of the aviation supplies pooling business practice and also a multi-win market
choice. It is of great significance for China's three major aviation groups to
reduce costs and increase efficiency, the development of China's civil aviation
landing gears, and the Boeing B777 fleet operational support.
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On July 23, 2018, Beijing Kailan Aviation Technology Co., Ltd. and Hainan
Airlines signed an aircraft wheel support agreement covering B787, A330,
B737NG and other models. At this point, Beijing Kailan would provide
comprehensive support services for more than 310 aircrafts, laying a solid
foundation for further establishing its industry leading position and gradually
becoming the leading player in the maintenance and protection segment of
the civil aviation industry.
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China Civil Aviation Technology & Equipment Co., Ltd. (hereinafter referred to as "Technology & Equipment Company") affiliated to CAS, continued to maintain
a good momentum of sustained and steady business growth, seized market opportunities, and achieved business integration through mergers and acquisitions
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Huanuo and Huadebao.
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In 2018 Technology & Equipment Company completed 662 bidding
projects, successfully finished the design and research complex proj-
ect of China Civil Aviation Airport Construction Group Corporation,
marking a breakthrough in project bidding business.
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Technology & Equipment Company continued to successfully host
the 8th Inter Airport China and the 7th Business Aviation Exhibi-
tion, with the latter having 12 international mainstream business
jets totally on display, signaling its constantly improving position
and influence in the industry.
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In 2018, based on the original business, Technology & Equipment
Company innovated in the marketing model, shortened the purchase
period, and enriched the product lines. It for the first time acted as
the agent for light modulators and single-lamp monitoring equipment,
and won the bid for Beijing New Airport light modulator project and

Beijing New Airport single-lamp monitoring project, which further
consolidated the sales business and achieved good results.
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China Aviation Supplies Navigation (Beijing) Co., Ltd., guided by the
market and highlighting priorities in R&D, making breakthrough de-
velopment in core products like AIM, AIPS and EFB, has entered the
world TOP4 AIM providers’ team. In 2018, Technology & Equipment
Company successfully won the bid for the "Civil Aviation Information
Management Center Navigation Information Automated Core System"
construction project, further improving the automation management
level of navigation information of China civil aviation, strengthening
technological innovation, filling the domestic gap, and achieving a
"quality" leap.
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Technology & Equipment Company is specialized in business jet clean-
ing and renovation business. Boasting of authorization from US Gulf-
g . £ - . . g =
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market in Beijing. Its aviation exhibition service and equipment wet J#Q{T?}%Hﬁﬁlﬁ’ #E}Zj]q“ﬂmﬂnﬁiﬂn%fvmz

lease business have carved up 70% of China aviation exhibition ser- i’@,ﬁ{%@%'fﬂ, ToRRTESNELS,

vice market.

On August 2, 2018, CAS Haner Jets was established and held the unveiling
ceremony, and became the only ground support unit of Air Show China, fully
demonstrating its professional strength.

ﬁ*ﬂ, ( ﬂﬂ' ) ﬁﬁﬁﬂiﬁ_%g&ﬂ%ﬂﬁ% In terms of boarding bridge manufacturing and MRO service
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As a rising high-end manufacturer in the civil aviation industry, it is mainly
engaged in consulting, design, manufacture, installation, repair and main-

tenance of boarding bridges, which have been successfully delivered to
airports in Urumchi and Dali.
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In October, 2018, CAS Vataple Airport Equipment (Kunshan) Co., Ltd.
held a technical exchange seminar and unveiling ceremony for passenger
boarding bridges.
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Beijing AVIC Airport Construction Co., Ltd. (hereinafter referred to as "AVIC Airport"), wholly owned by CAS, following the development guidelines of “starting
from civil aviation and facing the society”, strived to create good performance, strengthened system construction, strictly carried out internal control, and
guarded against business management risks, to implement airport construction projects in a safe and efficient manner. In 2018, it served 38 projects in 20
airports across the country, including the Capital Airport, Beijing Daxing Airport and Nanjing Lukou Airport, and won 18 new airport construction projects
valuing RMB 1.2 billion.In order to promote technological transformation, it launched the “High-tech Enterprise Application” work and established the
“Application Technology R&D Center”, to take a solid step in improving the technological innovation capability and walking on the road of independent
innovation and continuous innovation.
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On January 15, AVIC Airport signed a strategic cooperation agreement with
China Gezhouba Group International Engineering Co., Ltd., stating that the two
parties will establish a long-term and stable strategic partnership on the basis
of equality and mutual benefit, and commit themselves to the cooperative
development of overseas airport projects, thereby to realize resource sharing

AVIC Airport undertook Shenyang Taoxian International Airport Runway
Overhaul Project, the first overhaul of the runway since asphalt concrete
covering of the airport in 2009. From July 20, 2018, AVIC Airport started
overhaul construction of the only runway in this airport without stopping
flights and spent 93 nights successfully completing this project on October 19.
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As a national strategic emerging industry, general aviation plays a major role in driving the overall and long-term economic and social development. It
is an important part of the strategy of building a strong civil aviation country. CAS actively responded to orders from the central government, assumed
responsibilities of the central enterprises, took the initiative to actively follow and serve the national strategies, implemented the strategic layout in the

general aviation industry chain, intensified the top-level design, consolidated the traditional business, and actively explored the market, to further enhance its
strength as a “national team” in general aviation.
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In response to the strategy of building “a strong civil aviation country”, with the support of SASAC and CAAC, CAS unswervingly implemented the top-level
design of the general aviation sector and officially renamed Eastern General Aviation Co., Ltd. as China General Aviation Co., Ltd., resuming the time-honored
brand “China General Aviation ” that has witnessed the glorious history of China general aviation, further pooled industry resources, to take a crucial step for
building a "national team" for general aviation operations, and “developing both transport aviation and general aviation" in civil aviation. This event was named
one of the “Top 10 Significant Events in General aviation Industry Development in 2018”.

2018 12 B 26 H, HEBAN
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On December 26, 2018, China General Avia-
tion Co., Ltd. held a rebranding ceremony.

and mutual benefit.
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Beijing Aircraft Carpet Co., Ltd. (hereinafter referred to as “Aircraft Carpet Company”), affiliated to CAS, is mainly engaged in the production, processing and sales of
carpets and fabrics. Its aircraft carpets, civil carpets, fabrics and chair covers are sold to major airlines. By strengthening internal control, it continuously improved its
product quality and competitiveness.
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On May 24, 2018, Aircraft Carpet Company and Boeing formally signed the
Qualified Supplier Certification Agreement, marking effective progress in

obtaining Boeing supplier qualification certification and thus creating favorable
conditions for further expanding market influence.
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CAS resolutely implemented the call of the Party Central Committee to support the
construction of the Xiongan New Area, successfully established the CAS Aviation
Rescue Co., Ltd. in Xiongan New Area, as the first "national team" in the field
of emergency rescue in China aviation. It is an important project in the "List of
Encouraged Private Investments in Civil Aviation" promoted by China in the whole
society and also an important initiative for CAS to adhere to the new development
concept, give full play to advantages as a central enterprise and fully support the
Xiongan strategy.

2018 F 12 B 19 B, M= fiEHBRAEEIL
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On December 19, 2018, CAS Aviation Rescue Company held an unveiling
ceremony in Beijing.
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China General Aviation Co., Ltd. (hereinafter referred to as "China General Aviation") of CAS continued to explore institutional mechanism reform, strived to consolidate
traditional businesses, actively explored the market, and maintained safe and stable operations. As an important platform of the group company to build an aviation
rescue system, it actively followed the construction of the national aviation emergency rescue system. Relying on accumulation from previous businesses and with the
advantages of domestic civil aircraft technology, it actively participated in the national emergency rescue system planning, involved in the maritime supervision field,
explored the UAV application industry, and created a good layout for holding up the banner of “national team” in general aviation operation.

2018 £8 B 1 H, HEMMHRBEETINFFHERN S EE
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On August 1, 2018, General Manager Yang Xiaoming of CAS led a delegation to visit
Ministry of Emergency Management of the People's Republic of China, holding talks
with Sun Huashan, Vice-minister of the Department and Director of the National Safety
Production Emergency Rescue Command Center, on the subject of incorporating CAS into
the national emergency rescue system.

( N R

EBHMRIRIBAER “RAEE Mg, BOTITER R EB RN R Bt S B X Faa Bt X M a
TETMEEEFE. 2018 FHEREZHNE), EIiM MiERENEZIRSH, SR SXENMSSRNSHIE
FETRIBIZERS, HREESHIRWS . BRIEESEHR BN BLEHTIEDR, RELEERSERIE
& 2-3 2 H135 BEFHAIZERES] . RRTTRR ALK, TR, MUNEFIXEERES SR, BIUELih BT
ISR E R IRIEE WSS N RHIRAZEIERERK,

China General Aviation actively responded to the strategy of building “a strong China General Aviation actively responded to CAAC and local government's call for
civil aviation country” and was committed to building an aviation medical rescue the construction of emergency rescue capacity in high-altitude areas and negotiated
operation platform. In 2018, it set up Qingdao Branch to develop aviation medical with the Government of Tibet Autonomous Region with regard to the high-altitude
rescue operation capability and lay out the medical rescue business. At present, emergency rescue capability construction and layout scheme. With experience in
the Qingdao Branch has the operational capacity to manage two to three H135 operating large helicopters on high altitudes, it detailed the models and regional
helicopters. At the same time, China General Aviation was actively exploring aviation allocation plan, and gradually implemented specific requirements on the emergency

medical rescue operations in Shandong and Zhejiang. rescue system from the local government.

2018 % 3 B, 5B=%E H135 BEANIIE BRI, 2018 F 5 A 22H, HEMMBEEGRBLIAREEXT
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March 2018, delivery ceremony of the first helicopter of Airbus H135 helicopter ERE. BREEREN.
project in Qingdao On May 22, 2018, Yang Xiaoming, General Manager of CAS, met with Jiang Jie,
E — Member & Vice Chairman of Standing Committee of the Tibet Autonomgus Region.
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China General Aviation Service Co., Ltd. (hereinafter referred to as “General Aviation Service”), after overcoming the unfavorable situation that the original
supply channels were affected by international politics, actively sought for new business channels, with the L-410 aircraft agent sales business seeing significant
progress in market development in China.
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It initially established a high-quality and efficient management system that can support sustainable development of CAS, laying a foundation for streamlining
administration and delegating power, and establishing an organizational management mechanism with clear powers and responsibilities, and efficient
operation; continued to strengthen the Party's leadership and control over mixed-ownership enterprises, and established a standardized modern enterprise
system and mechanism; continued to increase investment information technology, aircraft bridge manufacturing, ground equipment support services,
emergency rescue and other new technologies and emerging fields and elevated the force of mixed-ownership reform, fostered new development dynamics,
and enhanced the control and influence of CAS in the civil aviation support service industry.
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Focusing on the “Two-hundred Initiative" (an initiative that about 100 subsidiaries of the central enterprises and about 100 local state-owned backbone
enterprises are selected as the targets of comprehensive reform), we planned to promote reforms such as mixed-ownership reform, employee stock
ownership, professional manager system, and salary distribution differentiation, and strived to build a benchmark for reform in aviation supplies and even civil
aviation; simultaneously promoted the overall reform of the four business sectors, trying to enable the part to drive the whole and create a good situation of
comprehensively deepening reform and making comprehensive innovation and development.
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We actively implemented the supply-side structural reform, and focused on development quality and development efficiency. To that end, first, in accordance
with requirements of "the five priority tasks", we continued to focus on simplifying the administrative structure, improving quality and performance and
the expenditure reduction work as important starting points for promoting CAS to become stronger and better, and completed transfer of the controlling
power of two enterprises and the cancellation of three companies as planned. Second, we attached great importance to the risks in the inventory fund and
accounts receivable fund, strengthened the force of reducing the two funds, rationally assigned the tasks for that purpose, link the indicators of the two funds
with performance assessment, to make the growth rate of the two funds lower than the income growth, thus laying a solid foundation for the healthy and
sustainable development and market competitiveness improvement of CAS.
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2018 E EP.ﬂ)'L*ZUJDjCAﬂE;FWij, ‘5.% BK\ In 2018, CAS broadened cooperation and openness through making 2018 &£ 2 B 2 H, ERZEEZH i BEIKM RoKELIAT 2018 £ 3 B 14 H, ItFHIMX XXEKSRAHFERM .
P e exchanged visits with national ministries, central enterprises, Party RE . o o .
%%ﬁ:\\ %E Fﬁﬁﬁ*ﬂi&ﬁﬁlﬁ\ i&ﬁﬁ:\ﬂkﬁuﬁﬂ Eé Committees and management committees of local governments, local . . SRSMarch 14,2018, Gao Peng, Mayor of Beijing’s Shunyi District, investigated
a&/\/—k PN -~ ﬂ.lig enterprises and industrial parks and carrying out wide contact and gn Februatry é’[)z'otl'i' tZ_hant Xlaohongé_dfip;tCyAlsnspector of the SASAC -
FEEIHX””” %’BZE v '279\ EFIHH’I ~ interaction with manufacturers and copartners both at home and abroad e '
Wghr%%ué{ﬁ{xﬁgf}i?ﬁﬁg\ szt}]ﬁf% , El_ﬁ%fj‘ﬁ like Boeing, Airbus, Lufthansa and AVIC, to promote CAS concept, establish

brand influence, consolidate cooperation and adapt to local economy.

e ERES, B SEERS, EAE
EZ BSER. HOs5TIEESMNISI

2018 &, FERTEEMRAOENS . EfRE2E
IiEE=. B/NEPENSRAR. REMRSERS. 5
TEEIASN=EFETERZ L, BIROH W, 8
TR, RINRETRTENAAIBAL RIS
B, BIIRBORY, EERASREESU. ZRRAY
SINEE, RINNERARBNEERRELNET RIFAIIND
WR, T EEAMAIFIEE .

g =gy o In 2018, at the First China International Import Expo (CIIE), the Internation- RIS = i
2018 4 B 4 B, HEFHASEARERETHHR 2018265 A2 B, FEMMASHLEN. AEAHEHR | Lot e 200595 9y “Ehieane NI () [l
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ﬂ}'l,l_‘ﬁiﬁ E/R,_#?iz\ﬁ?‘é FE ’&7*_"" ,\F']_QE S{FR 7th Business Aviation Exhibition, CAS, through contract signing and physical EU%&EEE%% %E%Eﬂ_—f—/\
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On April 4, 2018, the CAS leadership group went to Hualu Group for survey FEMME=EIN AR display of aircraft and equipment, displayed its overall strength and new S | d the gth ~ hing
and exchange. . ) o i iliti i : : i On September 5, 2018, CAS hosted the 8™ Inter Airport China, with indicators
8 On May 2, 2018, CAS leaders went to Kunming and Dali to study the situation business capabilities. Through careful planning an.d with the aid of m.efjla 11 A 0 0 T ) BT T 210 s S e e GRS,
of Yunnan civil aviation market, and met with leaders from all levels in Yunnan and other channels, CAS made all-round and multi-level external publicity,
and the city to discuss the cooperation between the central and the region to successfully create a good external environment for the Group's busi-

and the development strategy of CAS in Yunnan. ness development and form a new pattern of wide openness.
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In April, 2018, Hao Peng, Secretary of the SASAC Party Committee, went to
CAS for investigation and hosting a seminar. Mr. Hao inspected Boeing aviation
supplies inventory of the Pooling Platform Company for Aviation Supplies and
the Huaou Aviation Training Centre located in the CAS Industrial Park in the
northern part of Airport Industrial Park, Beijing Airport Economic Core Area.

2018 F11 B 8 B, fEMMEFEEFHEOBSEES
REMM SR B UFHBESBICERA R ERS LSS, 2018 F 11 B, HEMMEN B CERIIASM=E. ZHREFRNEMZEWSESIEINMYL,
CAS conveying the spirit of the speech of Hao Peng at the survey and seminar. In November, 2018, CAS hosted the 7t Business Aviation Exhibition. On November 8, 2018, CAS signed cooperation agreements with many
internationally renowned aviation companies at China International Import
Expo (CIIE).
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Implement Safety Production
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Strengthen Safety Production Organization and Leadership
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In March, 2018, CAS held 2018 safety production work conference.

33

CAS has been attaching great importance to safety management, strictly guard-
ing the safety bottom line, adhering to the principle of Co-responsibility of the
Communist Party and Government and always regarding safety as a top priority.
In 2018, starting from the practical situation, we conscientiously implemented
the spirit of the important instructions of the General Secretary Xi Jinping on
civil aviation safety and carried out CAAC's 26 measures for ensuring civil avia-
tion safety and stable and controllable operation. Under the correct leadership
of SASAC and CAAC, CAS firmly established the people-centered thinking and
correctly handled the relationship between safety and development, safety
and efficiency. CAS cadres and workers firmly established the concept of safety
development, fully assigned responsibilities of safety production enterprises,
and established and improved the safe production work mechanism, optimized
and adjusted safety production management institutions, strengthened the red
line awareness, tightened hidden dangers investigation and management, and
effectively prevented occurrence of safety production accidents. China General
Aviation Co., Ltd. has achieved safe flight for 33 years, and the group company
has once again achieved a “safety year”.

In 2018, CAS organized an enlarged meeting of the Safety Production Com-
mittee to implement guidelines of the national safety production video
conference and the important instructions of Premier Li Kegiang, and to
deploy the safety production work in 2018. The headquarters of the Group
set up a Safety Production Department to further strengthen construction
of the safety team, safety production management system and emergency
management system; tightened safety supervision, deepened the investi-
gation and management of hidden dangers; increased safety investment,
correctly handled the relationship between safety and production and op-
eration, and ensured stable and orderly safety production of the Group.

2018 ¥ 8 B, FEMMBAREEF TIFERANARN.

In August, 2018, CAS held a featured office meeting on safety produc-
tion.
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Improve the Management System
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In 2018, CAS issued the Safety Production Supervision and Management System
of China Aviation Supplies Holding Company, which clarified the requirements of
safety management and implemented classified supervision and management
for the safety production of each subsidiary. China General Aviation, AVIC
Airport and Beijing Kailan are listed as category-one enterprises.

In 2018, China General Aviation continued to strengthen SMS construction,
carried out risk management and control work for new models, and published
the fifth issue of Safety Risk Notice; completed the existing model training
program, safety operation management manual, safe operation procedures and
management regulations, revised the work manual of the Safety Technology
Supervision Department and also strengthened the safety awareness of the
company's operating personnel at all levels.

Under the guidance of the concept of "widely-covered, deeply implemented,
regularly exercised and frequently updated" safety production management
work, Beijing Kailan established and implemented 10 systems including safety
production education and training systems, safety production conference
management systems and safety production accident hazard management
systems according to the actual situation, to ensure that safety responsibilities
were assigned to the target position and the target person.

Through the establishment and continuous improvement of the safety system,
AVIC Airport has promoted the company's safety work, living up to the criteria
that there are rules to be followed, rules must be followed, and violations must
be investigated.
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CAS and its subsidiaries have been adhering to implement the principal responsibilities and sign safety production responsibility statement level by level, with clarified assessment
requirements and rewards and punishments. In 2018, CAS held totally four meetings of the safety committees to study 12 safety issues. China General Aviation convened 12
meetings of the safety committees to study 30 safety issues; AVIC Airport held 4 meetings of the safety committees to study 6 safety issues. And Beijing Kailan held totally 4
meetings of the safety committees to study 6 safety issues. Other subsidiaries had established safety production committees or equipped with full-time and part-time safety
production management personnel.
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In 2018, CAS conscientiously implemented the decisions and arrangements of the Party Central Committee and the State Council on safety production, conducted in-depth
inspections of safety production for its subsidiaries, and totally identified 95 safety hazards, all being rectified completely. CAS earnestly put the requirements of "checking the civil
aviation safety bottom line and zero tolerance for safety hazards" into practice and had no safety production accident in 2018.

AVIC Airport focused on eliminating the hazard source at the construction site, and took earthwork in the harsh environment, nighttime non-stop flight operation, closed space
operation and hot work as the top priorities of safety production management, which effectively ensured safety production of the enterprise. Beijing Kailan completed 9 safety
inspections throughout the year and discovered 14 safety hazards, with the completion rate of rectification 100%. It cooperated with the local safety supervision department to carry
out enterprise risk assessment and promoted the creation of basic data for the enterprise risk cloud platform.CAS fully implemented the requirements of the safety inspection and
discovered 22 problems, with the rectification ratio 100%.Enterprises managed by the Business Development Unit completed a total of 12 safety inspections and discovered 24 safety
hazards, with the rectification ratio 100%.

2018 £ 6 B, TEMMARZEEF RS,

In June, 2018, CAS conducted safety inspections.
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No safety production accident in 2018

2018 iR S FHFRE

As the sole aviation operation enterprise of the group company, China General
Aviation has been highlighting safety management. In addition to fully completing
the safety inspection and rectification carried out by the group company, it
also investigated 223 safety hazards and completed 151 rectifications, with the
rectification ratio of 68%. At the same time, China General Aviation carried out
effective risk management on model modification training, verification flight, Li-
battery transportation, issued totally six Safety Risk Notices, formulated risk control
and preventive measures, timely implemented the tracking verification, made
effectiveness evaluation, and earnestly tool proactive measures.
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June 2018 is China's 17th safety production month, which drew great attention from
CAS. CAS set up "Safety Production Month" Activity Leading Team to spread the idea
of "life first, safe development", further strengthen employees' safety production
education, promote the concept of safe development, and effectively prevent and
curb safety accidents.

China General Aviation established a total of 15 red lines for the flight system, air-
craft maintenance system and operation control system. It continued to strengthen
safety education for front-line employees, to ensure them to bear safety concept of
“red line” awareness and “bottom line” thinking in their mind.

AVIC Airport, in light of the characteristics of the civil aviation construction indus-
try, further strengthened the inspection of the Project Department, Engineering
Department and the Company levels, highlighted the safe operation of the airport
and the non-stop flight construction, strengthened the daily safety supervision and
inspection, discovered hidden dangers and filled the loopholes, to effectively escort
the normal operation of production and operation.

Kailan set up a leader group, including the Company's top leader and the depart-
ment's top leader, responsible for the “Safety Production Month” activities. The
group held meetings to convey the spirit of safety production documents, organized
the study of safety production responsibility system, and guided employees to
discover hidden hazards from their own post according to the actual situation of avi-
ation maintenance work, sorted out 11 safety management systems and identified 9
risk sources.

During the “Safety Production Month”, the Asset Company carried out safety in-
spection activities titled "Safety First, Prevention Oriented" and conducted overall
inspection and streamlining to identify main sections and risks influencing safety
production and rectify them to eradicate such risks and strictly control safety risks.
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Promote Energy Conservation and Emission Reduction
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In 2018, CAS closely focused on the spirit of environmental protection in the
report of the 19th National Congress, resolutely implemented the require-
ments of the higher authorities, adopted various forms, highlighted key points,
strengthened and vigorously implemented measures, and consequently com-
pleted the annual energy conservation and emission reduction work with satis-
fying results.

China General Aviation conducted careful investigation with regard to the ecological
environment protection and had always adhered to the concept of energy conser-
vation, green and low carbon development. In the general aviation operation, its
aviation fuel consumption strictly exercised CAAC requirements. In 2018, the com-
pany had no significant violation of laws and regulations related to energy saving
and ecological environmental protection or was punished by other environmental
protection departments.

In the face of increasingly stringent environmental management pressures, Kailan
took a positive attitude to confront shortcomings, initiatively took measures to work
with environmental management departments, actively listened to environmental
management recommendations, introduced eco-friendly advanced facilities and
raised environmental management efficiency. It also compiled the Regulations on
Environmental Protection Management of Maintenance Centers and Environmental
Protection Requirements, and designated personnel to conduct regular operation
inspections.

Other enterprises affiliated to CAS are mainly engaged in general trading businesses,
with pollutant emissions mainly calculated from the consumption of gas, kerosene
and diesel in electric power, water, official vehicles and production vehicles. In 2018,
the group company further strengthened energy conservation and emission reduc-
tion, vigorously advocated water-saving and energy-saving while effectively imple-
menting vehicle management methods, strictly controlling the use of vehicles, and
upgrading some forklifts to electric ones, to make good gains in annual energy-sav-
ing and emission reduction work. No major violations or environmental accidents
occurred in the headquarters and affiliated companies.
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CAS held workers' congress in the headquarters

D

CAS seriously implemented President Xi Jinping's requirements that the labor
union should adhere to the employee-centered work orientation, grasp the
most direct and most realistic interests of the workers, and earnestly fulfill the
basic duties of safeguarding the legitimate rights and interests of employees
and serving the staff and the people wholeheartedly, strictly abided by labor
laws such as the Labor Law of the People's Republic of China and the Labor
Contract Law, rigidly regulated the internal labor and employment system, and
respected and protected the legitimate rights and interests of employees.

In 2018, CAS earnestly strengthened democratic management and conscien-
tiously implemented employees' right to know, participate, express and super-
vise. Its labor union fully realized the full coverage of the second-level organiza-
tions, convened the election meeting of the 3rd workers' congress, the 15t /2nd
session of the 3™ workers' congress in the headquarters; convened the 5t and
6th enlarged sessions of the 3rd workers' congress of affiliated companies, to
complete the by-election for the labor union president; safeguarded the work-
ers' democratic political rights, extensively solicited opinions and suggestions
from the cadres and workers, organized and convened the employee represen-
tative meeting in the headquarters, reviewed and approved the Measures for
the Remuneration Administration of Group Headquarters; effectively promoted
labor unions at all levels to implement enterprise affairs, to ensure that the
democratic rights and interests of employees are effectively protected.

FEMMBRAIS2ERSN

CAS convened a meeting of the labor union committee
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Highlight Employee Cultivation
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Develop the Cadre Talent Team Construction Thinking Based on

Strategy
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CAS always adheres to the "people-oriented" strategy, upholds the devel-
opment strategy of "talents making a strong enterprise", discovers and
respects talents, builds a positive corporate culture, creates the good
atmosphere of respecting talents, and perfects the incentive and restraint
mechanism, actively adopts active measures to mobilize entrepreneurs,
backbone leaders and the broad masses of employees, to shape a talent
team with vitality, creativity and market competitiveness.

"It is difficult for people who do not plan for long-term interests to plan for the
short term; those who do not plan for the overall interests are difficult to plan
partial interests." In order to speed up the strategy of “talents making a strong
enterprise” and create “happy CAS” as well as build a team of high-quality pro-
fessional cadres who are in line with the strategic development of the Group, in
2018, CAS stipulated /Implementation Opinions on Strengthening and Improving
the Construction of the Group's Cadre Talent Team according to the spirit of the
Party’s 19th National Congress and the National Party-building Conference of
State-owned Enterprises and in the light of the strategic development needs
from "One Advantageous Platform and Four Strong Sub-platforms". The Opin-
ions clarified the guiding ideology, objectives, tasks, specific measures and
organizational leadership of the cadre talent team building, and carried out the
top-level design of the talent team construction plan for at least the next three
years from a strategic perspective.
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Stimulate Vitality of the Cadre Talent Team with
Innovative Means
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In 2018, according to the strategic development needs of “One Advantageous
Platform and Four Strong Sub-platforms”, in order to expand the range of talent
selection and employment, CAS adopted a wide range of forms such as open
recruitment and competition for employment, and implemented “selection of
the better” and the selection of the difference, gradually explored the selection
of enterprises with higher degree of marketization as professional managers,
and established Administrative Methods for Professional Managers of China Avi-
ation Supplies Holding Company (Trial); prepared the Administrative Measures
Jfor External Experts and Advisors of China Aviation Supplies Holding Company to
introduce "top-level" talents needed by the Group's strategy; in order to accel-
erate the establishment and improvement of the positive incentive system, en-
courage the cadres to forge ahead in the reform and development of the Group
and the Party building, CAS developed /Implementation Opinions on Further
Encouraging Cadres to Take New Roles in the New Era of China Aviation Supplies
Holding Company.

CAS actively organized and carried out a variety of cultural and sports competi-
tions and exchange activities; sponsored and attended the "Revitalization Cup"
National Youth Vocational Skills Competition, to select outstanding technical
talents to show them on and learn from the big platform; held the first Youth
Innovation and Efficiency Competition; the technical equipment company or-
ganized "Business Knowledge Competition", enabling the youth to learn from
the practice, realize the truth, strengthen tempering, grow skills, promote inno-
vation, and realize dreams. We also opened the "Young CAS" WeChat account,
with a bee designed in the logo, to pay attention to the development of the
Group and the hotspots of the youth in CAS in real time, and fully demonstrate
the new youth of CAS with easy and lively language and image.
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Aim at Shortcomings to Increase Talent Training
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Talent cultivation is the source for sustainable development and the inevitable need for the surviving and thriving of an enterprise. In 2018, CAS attached great

importance to the training of talents, initially explored a talent training system that integrated cadre training, international training, and industry cooperation,

and adopted training models like "inviting in, going out", “ secondment for getting experience”, “reverse mentoring”, to improve the strength and quality of

talent training.

AEFEMFREU ERSTFENECERLERRENE P ERIFTHEENS  BREEXBIRERFREER.
IERERH—LAIAR, BRENERANTERE LR REFIEEREE, NMBEARE TR TERENFZE
ik, BIRERENMNARBUS. TERNTAEE . BT IBEAEE.

FheHiE, PalpthREVHESIY. BRERE=NES
AESRESAEHTHE.

CAS selected outstanding cadres for secondment to get experience in departments
of CAAC and SASAC, national poverty-stricken counties, and poor villages, so as to
cultivate their work ability, the spirit of hard work and daring to take responsibility.

In order to enable CAS middle-level and above leading cadres to have a better
understanding of the goals and requirements of state-owned enterprise reform and
development, and to adapt to the new strategy of transformation and development,
CAS invited leaders from SASAC Planning and Development Bureau and professors
from Civil Aviation Management Institute of China to explain the central enterprise
layout and planning and the basic situation and outlook of general aviation.

FERTEE RS KR T i

On-secondment cadres supervising and inspecting the implementation
of poverty alleviation through industry development projects

FERTHAEME—BICEERRPERZEIER

On-secondment cadres and the first secretary of the village checking the
housing safety situation of poor households

FERTERENE—PICEROERRANRRE T FEIRTFERE SRETH ARSI EF KR T

On-secondment cadres and the first secretary of the village urging to check the On-secondment cadres guiding poor villages to study and formulate industrial
poor villages for poverty alleviation poverty alleviation plans
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In order to widen the international management vision of senior managers and
business backbone, CAS conducted management benchmarking with world-class

companies. Working with GE, CAS sent excellent business personnel to the United
States for a two-week product and leadership management training.
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CAS further improved construction of the Youth League and strengthened
the training of young talents. At the end of May, we organized a training
course for outstanding young Party members and League members, invited
leading cadres and outstanding young Party and League members to study
and implement Xi Jinping Thought on Socialism with Chinese Character-
istics for a New Era, learn about the develzopment history of the group

company, have in-depth understanding of the new strategic development
and discuss how to strengthen the construction of CAS Youth League.
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CAS selected excellent management personnel to Boeing for a two-week lean
management training.
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In order to enable new employees to have a comprehensive understanding
of each business segment of the group company and better adapt to the
working environment, feel the company culture, and integrate into the
development atmosphere, CAS organized the new employee induction
training.
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In April 2018, the assets management company teamed up to go to leading
enterprises in the industry for field survey and study.

"Future Pilot Program"
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With the rapid development of CAS, the number of League members increased
from more than 50 in the first Chinese Communist Youth League meeting to
more than 300 and workers younger than 35 accounted for nearly half of the
total. CAS League Committee, considering the actual situation of each unit,
promoted the full coverage of the second-level Youth League organization in
accordance with the requirements of construction as needed, to finally form
a new pattern of five Youth League committees and three directly affiliated
branches. In 2018, CAS continued to strengthen the work of the Youth League.
The Second Congress of the China Youth League of China Aviation Supplies
Holding Company was successfully held in Shunyi District, Beijing on December
20, 2018, electing the new term of committee members.

On September 3, CAS officially issued Future Pilot Program 2018-2020" Imple-
mentation Plan of China Aviation Supplies Holding Company. In terms of "guid-
ing the youth", CAS guided League members to comprehensively improve their
quality from aspects of strengthening political and ideological construction,
promoting positive energy and enhancing professional competence. In terms of
“serving the youth", CAS focused on strengthening training, served the needs
of the young people in work and life, and increased the assistance to young
people in need. In terms of “organizing the youth”, CAS carried out activities of
encouraging the youth to make achievements, innovation and produce bene-
fits through the creation of youth commando team, youth safety production
demonstration post, youth civilization and organization of volunteer, to form a
working atmosphere of emulating, learning from, catching up with, helping and
in turn surpassing each other.
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Optimize Remuneration Management
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Care about Employee’'s Life
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Deepening the reform of the three systems of the enterprise is an important
and urgent task to promote enterprise reform and development. In recent
years, CAS has made the remuneration system optimization a key task, and
continued to promote the “enterprise-specific’ remuneration system. In accor-
dance with the principle of “paying by post”, it has established a post manage-
ment method that is compatible with the remuneration management system
and created a multi-channel career development system. In 2018, it successful-
ly completed the formulation of Remuneration Management Measures for Staff
in China Aviation Supplies Holding Company Headquarters, strictly implemented
relevant democratic decision-making procedures, and actively encouraged en-
terprises to gradually develop a remuneration management system suitable for
their own development according to their own characteristics.

CAS pays attention to the health of employees and conscientiously implements
the Group's health management plan of employees. In 2018, it successfully
completed the supplementary medical insurance reimbursement, the annual
physical examination of all employees and the physical examination of female
employees, and regularly carried out employee health patrolling examination
and consultation, established employee health records, and prepared Health
Room Management System to ensure the health of employees. CAS continued
to carry out the activities of the "warming the winter, cooling the summer"
activities and Group leaders led a delegation to visit the first-line staff at the
grassroots level, retired veterans and some difficult and sick employees; formu-
lated the Employee Care System and completed the declaration of needy em-
ployees of the labor union, to timely help difficult employees solve production
and life problems.
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CAS organized the "CAS Dreams ® My Dreams" speech contest, the 3rd cas
Cup badminton mixed team competition, women workers' makeup skills
lectures, Mutianyu Great Wall autumn tour and fitness mountaineering
and other colorful cultural and sports activities, vigorously promoted the
spirit of the model workers, regularly carried out selection and commenda-
tion of the workers' pioneers, demonstration teams, advanced collectives
and individuals, and young job mentors, thereby to gather people's hearts,
increase vitality, promote development, and create a harmonious corpo-
rate atmosphere.
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Strengthen Control and Consummate Internal Corporate
Management
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Strengthen Party Building
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Party Building
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In 2019, the CAS Party Committee will thoroughly study and implement the guiding principles of the 19" National Congress of the Communist Party of
China, insist on the unity of knowledge and belief, "keep firmly in mind the need to maintain political integrity, think in big-picture terms, follow the lead-
ership core, and keep in alignment", strengthen confidence in the path, theory, system, and culture of socialism with Chinese characteristics, resolutely
uphold General Secretary Xi Jinping’s core position on the Party Central Committee and in the Party as a whole, and resolutely uphold the Party Central
Committee’s authority and its centralized, unified leadership. It will guide the Party building and reform and development with political construction, con-
scientiously implement the central decision-making arrangements and the various work arrangements of SASAC, and combine the study and implementa-
tion of Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era with the actual development of the Group, and focus on implementing
new development concepts, to keep in the correct direction of the cause, promote implementation of the development strategy of the Group, fulfill vari-
ous political responsibilities, and provide a strong organizational guarantee for the Group's continuous improvement and excellence.
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Highlight political construction, keep firmly in mind the need to maintain political integrity, think in big-picture terms, follow the leadership core, and keep in alignment,

strengthen confidence in the path, theory, system, and culture of socialism with Chinese characteristics, resolutely uphold General Secretary Xi Jinping’s core position on the

Party Central Committee and in the Party as a whole, and resolutely uphold the Party Central Committee’s authority and its centralized, unified leadership.
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Led by the Central Team study, CAS moved to ensure that all Party members, on a regular and institutionalized basis, work to gain a good command of the
Party Constitution, Party regulations, and General Secretary Xi Jinping’s policy addresses and to meet Party standards, intensified full coverage of learn-
ing and education through the cadre conference, centralized training, the publicity group, and the grassroots contact point system of Party members and
leading cadres on a regular basis; held activities about keeping in mind our Party's founding mission, combined with the national strategic principles and
policies to learn patriotic special education, organized workers to watch the "Amazing China" film, visit the theme exhibition to mark the 200tN anniversary
of the birth of Marx, celebrate the 97th anniversary of the founding of the Party, listen to and watch the 40th anniversary of the reform and opening-up
commemorative meeting, organize a visit to the series of learning and education activities such as "Great Change - Celebrating the 40th anniversary of
the reform and opening-up", and guide the majority of Party members to remember and actively implement the mission of CPC. Over the past year, CAS
Party Committee has led the business segments to implement the new development concept, promote the “One Advantageous Platform and Four Strong
Sub-platforms” development strategy, adhere to the three “good hands” positioning, explore new aircraft procurement models, and establish the Pooling
Platform Company for Aviation Supplies construction mechanism, to serve national strategy. CAS also actively participated in the three major battles, in-
creased poverty alleviation efforts, took effective measures such as science and technology poverty alleviation, and achieved the bedrock of "resolutely
upholding General Secretary Xi Jinping’s core position on the Party Central Committee and in the Party as a whole, and resolutely upholding the Party Cen-
tral Committee’s authority and its centralized, unified leadership" with practical actions.
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Centralized rotation training Watching "Amazing China"
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Party Committee at all levels of the
Group watched the meeting on
celebrating the 40t anniversary of the
reform and opening-up
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Technical Equipment Company
or%anized a visit to celebrate the
40th anniversary of the reform and
opening-up
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The Party Committee of CAS adhered to "ensuring Party's leadership in state-owned enterprises and establishing the modern enterprise system", to constantly improve the

system and mechanism for strengthening Party leadership and improving corporate governance, to give full play to the role of Party Committee, Board of Directors and the top

management.
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The Third Party Congress of CAS

We modified and consummated the system on "decision making of major
issues, appointment and dismissal of major leaders, arrangement of
major projects and use of large amount of money" and made a list for
that purpose; adopted the "Board of Directors, Board of Supervisors and
the top management" rules of procedures and related rules and systems,
promoted the establishment and consummation of a working mechanism
and approval process with clearly-defined rights and responsibilities of
the Board of Directors, Board of Supervisors and the top management, to
effectively give play to the leadership role of Party Committees at different
levels, decision-making role of the Board of Directors and decision
management role of the Board of Supervisors. CAS successfully held the
third Party congress and elected the new Party committee and disciplinary
inspection committee, comprehensively promoted the assessment of the
responsibility system for Party building work, organized and carried out
on-the-spot assessment and evaluation of the Party's construction work
responsibility system in 2018. The Party Secretary took charge of the Party
building work reporting work, to promote Party organizations at all levels
to implement the Party's main responsibilities and promote the Group
reform and development and drive Party building work moving towards
higher quality.
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CAS conscientiously implemented the "Central Enterprise Party Building Quality Improvement Year"

requirements, further clarified the main responsibilities for Party management and governance, to bring the

Party building to a new level.
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We comprehensively deepened the construction of the "three basics" of primary-level
Party building, coordinated with the strategic development and business integration
needs of the Group's "One Advantageous Platform and Four Strong Sub-platforms",
further optimized and adjusted some Party organization settings, and organized the es-
tablishment of Party organizations in Eastern General Aviation Co., Ltd. Party Committee,
Beijing AVIC Airport Construction Co., Ltd. Party Committee, Beijing Aircraft Carpet Co.,
Ltd. Party Branch. Following the adjustment of the corporate governance structure of
the Group, and further strengthening the Party building system, CAS Party Committee's
normative system was basically established. CAS also standardized the basic work of Party
members' development and management and Party membership dues collection and use,
formulated and issued the Standardization Manual for Party Building Work in the Group, to
continuously strengthen the standardization and process construction of the Party build-
ing work, and promote the quality of the Party building work across the board.
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Fight against Corruption and Uphold Integrity
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Standardization Manual for Party Building Work

In 2018, in accordance with the work deployment, the CAS
Commission for Discipline Inspection, with the guidance of Xi Jinping
Thought on Socialism with Chinese Characteristics for a New Era,
conscientiously implemented the strategic deployment of the 19th
National Congress; grasped the anti-corruption work conferences
at all levels and the goal of building a clean and honest government
in the Group companies; actively promoted the inspection work,
closely kept track of rectification progress of problems by the
inspected units; focused on the responsible owners, strengthened
system construction and enhanced supervision and discipline
accountability; strictly implemented the "four forms" of supervision
and discipline, and effectively strengthened the implementation
of eight-point decision on conduct; perfected the establishment
of discipline inspection personnel, to continuously improve the
quality of discipline inspection and supervision cadres; promoted
the comprehensive development of the Party to a further level,
making new results in the Party's work style and clean government
construction and anti-corruption work.
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Strictly Manage and Operate the Company in Accordance with Law
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Manage the Company in Accordance with Law
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Operate according to law
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Legal education work
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CAS strictly abides by national laws and regulations, industry rules and busi-
ness ethics, operates in good faith, and strictly performs economic contracts.
We focus on establishing good cooperative relations with the government,
shareholders, partners, creditors, suppliers and customers, and timely
communicate with the stakeholders and the public to develop company
information and strive to achieve common development. Closely following
the development strategy of “One Advantageous Platform and Four Strong
Sub-platforms”, CAS has formed a “big rule of law” construction pattern
covering legal affairs, risk management and internal control construction
functions, to protect the company's reform and development with various
measures such as prevention, control and remediation.

The legal disputes left over from history were all resolved, and no new legal
disputes were caused by violation of laws and regulations, which created a
good business environment.

In order to further enhance the legal awareness of the employees and improve
the level of business compliance, CAS, taking the theme of “ruling the enter-
prise according to law and compliance management”, strengthened the lecture
on the legal knowledge that needs to be mastered in the daily operation and
management of the company, combined with basic laws and regulations and
actual cases, covering the company law and the contract law. At the same time,
we further improved the centralized law learning system for leading cadres,
combined the work level of “key minority”, strengthened the pertinence of
law promotion, carried out the special law classroom in the Group Party Com-
mittee, to enable leaders to apply the thinking and method of rule of law to
resolve contradictions, balance interests, and solve problems.
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Risk Internal Control
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Risk management and internal control

2018 &, PEMMRNBIIELZRITRITITIFR
SBURE AN B R IEIEEE , LIRS EALE LR,
Pz AN A ER, 5EENs8 “=8fhs” EAEE,
NEFELFIFRNSSEENE, RAFRERAINEETIUX
PREEITE, BUEBAXGIMENIEER, THHEA
MBEBIzREST . 2018 &, PEMMERX LSRR
T, 2ENRMFZE, REEFMERSEBRRSKIT
KRERIERNLEH

PEMMLUMEREZRSHITHESL, EEASNE
it SEXEEE. KMKEFTF, TERENE, B
REBEHIBARISUSREERRF, BE—MEH=ELE]
BN, EREIARRER. 2818, 25 UES50R
FEE, BMETRFEENEIIEEEN .

ERE

Legal monitoring
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CAS strictly implemented a Board of Directors meeting system, Party
Committee meeting system, General Manager's office meeting system
and other decision-making meeting systems and legal affairs management
regulations, contract management methods and other legal review related
systems, to achieve legal review on all rules and regulations, important
decisions and economic contracts.

VI YOV

In 2018, CAS thoroughly implemented the strategic deployment of the
Party's 19t National Congress on tackling and defusing the major risks,
and continued to strengthen the main responsibility of the "three lines of
defense" with the goal of serving the Group's reform and development and
prevention and control of major risks; organized to judge and respond to
various risks, conduct in-depth special project risk review and assessment
of major projects, strengthen major risk warnings and process manage-
ment, and continuously improve risk prevention and control capabilities.
In 2018, CAS achieved evident risk management effect, with generally con-
trolled overall risks and no major risk events affecting the Group's strategic
objectives and long-term development.

Based on the construction and implementation of rules and regulations,
combined with the company's internal audit, comprehensive risk man-
agement and patrolling inspection inspections, CAS improved the internal
control mechanism through integrating internal control into the post re-
sponsibility system. Each control point is assigned to the specific position,
realizing participation by all members, in the whole process and from all
aspects, to effectively improve resource allocation efficiency and prevent
operational risks.

100.
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Legal review
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Internal audit
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Subsidiaries audited by the Audit Department
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Audit recommendations proposed

77 .

HRIEEFIH
Audit problems found

CAS Audit Department focused on internal audit management, shouldering
core responsibilities of internal audit, audit management, internal control
evaluation, and accountability for illegal business investment.

The 2018 internal audit work was problem-oriented and closely focused on
the CAS development strategy and management needs. CAS established
new and revised three management systems, namely Internal Audit Man-
agement Measures, Implementation Rules for Economic Responsibility Audit
and Implementation Measures for Accounts Responsibility for Investment
Loss in Violation of Business Operations (Trial); organized CAS 2017 annual
internal control self-evaluation work to reveal the weak links and internal
control defects of the operation and management; worked with the audit
team, mainly composed members from CNAQO's Changsha Resident Audit
Office, to conduct a special audit investigation on the profit and loss and
the use of overseas investment and foreign assets management of CAS in
2017. Entrusted by the Organization Department of CAS Party Committee,
the Group Audit Department conducted economic responsibility audits
on six subsidiaries, and found 20 issues and precautions, and proposed 22
audit recommendations; appointed social audit forces to conduct special
audit investigation on 4 subsidiaries, totally finding 77 audit problems and
proposing 82 rectification recommendations.

In 2018, CAS highlighted audit priorities, focused on important enterprises,
key businesses and problem-prone areas, and played the role of internal
audit supervision to promote the Group's corporate governance, compli-
ance and efficient management as well as in-depth construction of Party
style and clean government, to ultimately promote the healthy, sustainable
and quality development.
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Issues and precautions discovered
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Subsidiaries receiving special audit investigation
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Rectification recommendations proposed
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The Youth League of CAS organized young employees to actively carry out
sunshine charity activities, carefully planned activities like poverty alleviation,
public welfare projects and charitable donations to help the left-behind children,
and participated in recording of CCTV public welfare program "Community
Heroes" together with China Volunteer Service Foundation, China Railway
Construction and China Building Materials, to encourage young people to
enhance positive energy and make new achievements in learning and practice,
demonstrating volunteer spirits of dedication, friendship, mutual assistance
and progress and setting a good example for CAS young members to actively
participate in the public welfare, serve the society and further brighten the brand
of CAS volunteer service.

FEMMSIIPREBIE (X)) AT ERE
CAS participates in recording of CCTV's "Community Heroes" public

welfare program
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Poverty Alleviation Assistance
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CAS resolutely implemented the central government's general deployment
and general requirements for winning the battle against poverty, further
elevated political positions, and made targeted poverty alleviation work
a top priority. Starting from the urgent problems of poor counties and
poor people, CAS clearly developed the leading idea of precise poverty
alleviation through industry development and helping poor people
to increase their incomes, highlighted the functions of science and
technology and funds to deepen poverty alleviation through industry
development, focused on metal and intelligent support, further increased
investment in poverty alleviation, and pragmatically promoted the quality
and effectiveness of targeted poverty alleviation work.
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Conduct in-depth poverty alleviation research
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In 2018, CAS leaders attached great importance to fixed-point poverty
alleviation work and led a team to Baishui County to conduct poverty alle-
viation research four times in a year, to pay field visit to poor households
to pay tribute to the poor in the towns and villages and learn about the
needs and capabilities of the poor. They also invited the county leaders
and relevant departments to CAS to discuss methods and implementation
paths for poverty alleviation through industry development, investigate
aerospace breeding poverty alleviation projects, thereby to lay a good
foundation for the targeted implementation of poverty alleviation through
industry development, and effectively help the poor to increase income
and get rid of poverty.

FEMMRERC. EFREEESUIIEKEBRERKR
If%

Jia Baojun, Secretary and Chairman of the Party Committee of China
Aviation Material, led a team to Baishui County to investigate and
designate poverty alleviation work.
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Choose capable cadres for poverty alleviation
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The selected cadres helped the poor and were

RESPONSIBILITY
REPORT
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Tang Yong, Secretary of CAS, led a team to Baishui County to investigate and fix
poverty alleviation work.

In order to thoroughly implement the spirit of the relevant documents of
the Organization Department of the Central Committee of the CPC and
Poverty Alleviation Office of the State Council and fully support poverty
alleviation in poverty-stricken areas, CAS insisted on selecting cadres with
firm political stand and strong work ability to go to Baishui County to
help the poor and carry out work in the village. The selected cadres and
the first secretary residing in the village were conscientiously performing
their duties, deepening the participation of the towns and villages in the
local poverty alleviation, guiding the poor villages to establish the village
collective economic cooperation organization, and helping the poor
households to solve practical difficulties with their heart and mind, which
was highly praised by the local cadres and the masses and truly reflected
the exemplary role of the cadres of central enterprises.

FE—PBICIESREAFTZIA EAREZIFAER

The first secretary guided the poor villages to establish the village collective economic
highly ratified organization
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CAS insisted on starting from Baishui County's specific situation of poverty
alleviation and further strengthening the assistance. In 2018, it directly
invested RMB 2.354 million (excluding donated materials), an increase of
80% over the previous year, and established the Sunshine Care Fund to
implement and manage poverty alleviation projects. Through the strict and

professional management of the fund, CAS guided standard operation of
local projects to ensure effectiveness of the poverty alleviation funds.
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RMB 2 million

Public welfare fund for the poverty alleviation project
through aerospace breeding & planting industry

105.

NEET RREFPMEDD

Impoverished families eligible for cash bonus
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RMB 2.354 million

Direct fund support (excluding donated materials)
in 2018

80.
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Increase YOY

In order to promote poverty alleviation and change the backwardness of
agricultural facilities in Baishui County, in 2018, CAS adopted the “technol-
ogy + fund” poverty alleviation model, and started from aerospace breed-
ing technology introduction and planting management technical support,
and set up a public welfare fund to donate RMB 2 million for modernized
seedling greenhouse, which successfully raised seedlings of aerospace
fruits and vegetables locally and generated about RMB 600,000 from some
varieties. Through the distribution of seedlings, the provision of employ-
ment opportunities, technical training and other forms, CAS helped the
poor and distributed about RMB 1,400 per family for 105 families through
making records of such families.
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About RMB 0.6 million
Earnings from aerospace vegetables

1400..
BREP DL
About RMB 1,400

Cash bonus per impoverished family
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Aerospace breeding vegetables bring income to local poor people
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In order to improve the medical environment conditions of poor villages
and facilitate poor people to access to medical treatment nearby, CAS do-
nated RMB 250,000 to help five poverty-stricken villages to buy necessary
medical facilities and equipment, improve the construction of village-level
health clinics, and better meet actual needs of the impoverished people.
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In 2018, CAS actively responded to the national call to promote poverty
alleviation through consumption, and purchased apples worth of RMB
116,500 from Baishui County, effectively helping poor people to increase
their income, and greatly improving the confidence and motivation of poor
people to grow cash crops such as apples.

2018 (Al E
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Modernization of greenhouses for local protected agriculture
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RMB 250,000
Donation for building standard clinics for impoverished villages

11.65..

HIBEHKEFER
RMB 116,500

For purchasing applies from Baishui County
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Trained cadres at the grassroots level in counties, towns

S

and villages
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Training for grassroots cadres in villages, towns and counties in Baishui County

In order to help Baishui County to overcome shortcomings in industrial
poverty alleviation and enhance the endogenous power of self-
development and self-reliance, CAS invited experts to train 200 cadres
at the grassroots level in counties, towns and villages on the reform and
operation of rural collective industrial system, to promote the local village
collective economic organization to play a role in poverty alleviation;
on the other hand, CAS spread knowledge on agricultural planting and
technology of management to the field to help the county train 32
agricultural technicians and growers.
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32 person times
Trained agricultural technicians and growers

HBEKEFIRIFMERARAR

Training agricultural planting technicians for Baishui County
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RMB 100,000
Donation fund for the “Emergency Rescue” campaign

2018 iR S FHFRE

CAS has actively responded to the Ministry of Civil Affairs' call for participation in
social assistance work, and carried out the “Emergency Rescue” campaign in Baishui
County for the third consecutive year. In 2018, CAS donated RMB 100,000 to help 28
households facing poverty due to illness, disasters and emergencies through working
with the County Civil Affairs Bureau, and encouraged them to overcome difficulties
and rebuild confidence through planting, breeding and making handicrafts.
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Households facing poverty due to illness, disasters
and emergencies
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CAS actively carried out poverty alleviation propaganda, and promoted
workers from labor unions, Youth League committees, branches/
subsidiaries to participate in the targeted poverty alleviation work. With
advent of the fifth “Poverty Alleviation Day” of China, CAS launched fund-
raising activities and donated RMB 36,000 to help poor children complete
their studies. The Youth League members went to Beiyuan Central Primary
School in Baishui County carry out the “Cuncao Chunhui e Caring for Left-
behind Children” activity, and carefully prepared the science classes
with the theme of "Aviation Knowledge into the School" to broaden the
knowledge fields of and bring joy to children there. Its affiliated Northwest
Company donated the replaced computers to the poor village of Baishui
County to help improve the office conditions. Its Southwest Company
joined hands with Sichuan Airlines to Pingshan County, brining gifts to the
needy people, helping them clean up, holding talks with leaders of the
towns and villages and caring about development of the impoverished
areas.
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RMB 36,000
employees' donation for helping poor children
complete their studies
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“CAS Classroom” activities at Beiyuan Central Primary School Inter-
acting with children
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Southwest Company launched support for extremely-needy families
in Pingshan County, Sichuan Province
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China General Aviation's base station in Jiagedaqi performing fire
fighting missions

2018 (Rt SHFRE

China General Aviation Co., Ltd. (hereinafter referred to as "China General Aviation"),
affiliated to CAS, is the first general aviation enterprise to start the aviation forest
protection task in China and boasts of the first-class bucket fire extinguishing
capability in China, so that it provides aviation forest protection services for the
State Forestry Bureau. It once used the MI-171 helicopter to carry out fire fighting
tasks on the plateau in southwest and northeast regions of China, at the highest
water intake point and the highest operating point, the first of its kind in the
industry. From 2016, it started to use the domestic AC313 helicopter to carry out
aviation forest protection and emerge rescue operations for the South-North Forest
Protection Station of the State Forestry Bureau.

On May 18, 2018, Liu Wenjie team, who was stationed at China General Aviation's
base in Jiagedagi, suddenly received a fire notice and immediately rushed to
Amul Longhe Forest Farm in Daxing'anling, 300 kilometers away, with an AC313
helicopter. The fire-fighting mission conducted a total of 22 hours of flight, carried
out operations with 47 buckets (3.6t water per bucket) at different sites, and
transported 42 fire-fighting personnel, playing a vital role in successfully completing
the forest fire fighting mission of Longhe Forest Farm and Hanju Forest Farm. In the
four days of forest fire fighting and rescue missions, China General Aviation's crew
in the Jiagedaqi base was ratified and highly praised by the forest protection station
for their superb helicopter driving skills, professional and skilled bucket fire fighting
operation skills, as well as the spirit of self-help and rescue.

AC313 is the first large civilian helicopter in China, and also the world's first civilian
helicopter to carry out Class A airworthiness certification at an altitude of 4,500
meters. As a pioneer user of AC313, China General Aviation uses the domestic civil
aircraft to carry out national major livelihood projects and national emergency
rescue tasks. In the process, it provides professional, efficient and lean aviation
forest protection services for the State Forestry Bureau and local governments and
at the same time provides strong support for design, manufacture and continuous
improvement of domestic helicopters, showing that it has effectively fulfilled the
responsibility of central enterprises, promoted the integration of military and civilian,
and played an active role in helping the construction of the national general aviation
emergency rescue system.

BT AR NARIE

Bucket fire fighting operation
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China Aviation Supplies Holding Company
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The year 2019 is the 70tM anniversary of the founding of the People's Republic of China and will be a crucial year for us as we endeavor to
achieve the first Centenary Goal of building a moderately prosperous society in all respects. It will also be a critical year for transformation
and development of CAS. CAS Party Committee will keep firmly in mind the need to maintain political integrity, think in big-picture terms,
uphold the leadership core, and keep in alignment, and resolutely uphold General Secretary Xi Jinping’s core position on the Party Central
Committee and in the Party as a whole, and resolutely uphold the Party Central Committee’s authority and its centralized, unified leadership,
to lead the Group to further enhance the risk awareness, seize opportunities, meet challenges, deepen reform, continue to innovate, and
promote the sustainable development of the Group according to requirements of SASAC and in light of its development practice.

In 2019, CAS will hang on to the strategic opportunities of development of China, stick to the keynote of making steady progress,
adhere to the new development concept, steadfastly implement the “One Advantageous Platform and Four Strong Sub-platforms”
strategy, promote the goal of building a first-class new civil aviation support service provider and achieve high-quality development
of the Group. We will firmly rely on the two brands of "central enterprise" and "civil aviation support service provider" and the two
platforms of the national team and the civil aviation industry, to broaden the development of aviation supplies business. We will fully
implement political responsibilities such as serving the country's political diplomacy, practicing national strategy, maintaining and
increasing economic value of state-owned assets, leading the development of the industry, preventing risks, providing targeted poverty
alleviation, protecting ecology, and shouldering emergency rescue. We will advance a Party building political strength guarantee system,
a reform and innovation development decision-making system, a robust operation and management guarantee system, and a cadres
and talents support system to promote high-quality development of the Group.

In 2019 CAS will never stop moving forward and struggle day and night. We will, under the strong leadership of the Party Central
Committee with Comrade Xi Jinping at its core, continue to strive to become a struggler and a good dream catcher having rock-
solid confidence, seizing every minute, bearing an unflinching will and being down-to-earth, to drive the happy aviation supplies
undertaking to a new stage.
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