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orrunmes and Challenges
eve oping Business Aviation

Hu Wenbin, President of Sichuan Allpoints Jet

hina’s general aviation (GA)

has developed rapidly and

is fueled by the Guideline

Opinions on Further
Promoting of the Development of GA
issued by the General Office of the State
Council. However, it will continue to
face both opportunities and challenges at
present.

According to statistics, in the first
half of 2017, China had 2 205 aircraft
and 345 general aviation enterprises, up
15.77% and 7.8% over the previous year
respectively. In the same period, the flight
hours of general aviation were 373 000,
up only 1% year-on-year.

On the contrary, the development
of BizAV tells another story. From 2014
to the first half of 2017, the growth rates
of business jets in China were 11%, 1%,
2% and 5% respectively, representing a
slowdown trend as a whole. Meanwhile,
the average growth rate of business jet
movements in Beijing, Shanghai and
Shenzhen was around 11%, higher than
10% of civil aviation.

Based on available data, China has
a BizAV market with strong demand. In
fact, as an emerging market, the business
aviation market in China has great
development potentials and huge market
space for growth.

The experiences of developed
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countries in developing GA reflect the
fact that at beginning, the GA market
shows the distinct characteristics
of government procurement, and
eventually, it will gradually transform
from a sector related with the
government into the one focusing on
demands of enterprises and individuals.
With regard to aircraft type, China
will rapidly develop the multipurpose
general aircraft and small-medium-
sized business jets to meet the demands
for them. In a mature GA market, the
general flights are mainly business trip
and private flight, accounting for 50%
of total GA operations. However, more
than 70% of the general flights in China
are used for teaching and training.
Accordingly, there are great potentials
for business and private flight.

At the same time, with the
development of society and economy,
the GA will undergo a brilliant future.
At present, the number of general
aircraft in China is only 0.4% of that
of U.S. and the output value of general
aviation is 0.2%. The proportion of
general aviation aircraft to transport
aircraft is merely 0.71:1, far below the
international average 33:1, representing
a tremendous developing potentials in
the future.

In recent years, the Chinese

government has vigorously strengthened
the building of ground support facilities
including GA airports, and actively
carried out the institutional reform on low
airspace management, so as to open a
window of opportunities for business and
general aviation.Developing the GA has
become the general trend and the business
aviation will hitch the lift of the trend.
While there are good news for domestic
business aviation market, we should be
keenly aware of various challenges.

Lacking of infrastructure is the
principal difficulty. China’s general
aviation market is highly concentrated
in the central cities where the airports
located in. In order to ensure the regular
operation of transport aviation, these
cities make available limited space and
support capabilities for business aviation.
The limited slots and aircraft stands
remain a long-term problem for the users
and operators of business jets in China.

The operators of BizAV must
accurately understand the new situations
faced with the development of GA and
the new features of demand for BizAV
market, conform to the development
trend, and bring into play the fast speed
and efficiency of business jets, thus
making the BizAV market bigger and
better.

Translation by Bing Yuanchun

Forward for China’s FBO Market

THEWAY

Yang Rui (Associate Professor, Department of General Aviation, Civil Aviation Management Institute of China)

ompared with countries

with a developed business

aviation industry, China’s

Fixed Base Operators

(FBO) market is still in its
infancy. The scale of operations remains
far below the market demand, which
has undermined the connectivity and
accessibility of business aviation services
and has thus affected the expansion
and sustained development of China’s
business aviation market.

China lags far behind the United
States and other developed business
aviation markets in terms of the number
of airports and FBOs of business jets.
What’s more, these FBOs, which are
limited in number, are concentrated
in the airports of such hubs as Beijing,
Shanghai, Shenzhen and Guangzhou,
which has resulted in the limited scope of
services and low operation efficiency. In
addition, without adequate competition,
the FBO market has been reduced to a
seller’s market, causing great pressure on
operators.

The underdevelopment of business
aviation FBOs has made it difficult to
meet the growing demand of business
aviation operators in China. Civil
Aviation Administration of China is
working to increase policy support for
the development of business aviation.

In the next three to five years, with
the advancement of general aviation
infrastructure construction, business
aviation FBOs will enter a period of
rapid development.How to sustain the
low profile prosperity has been one
of the concerns of stakeholders. The
following should be considered for future
development.

First, there is a need to explore the
construction of general aviation airports
catering to business aviation. In the
United States, all large hub airports in
first-tier cities have set up reliever general
aviation airports in their immediate
vicinity. The development of business
aviation will call for the establishment of
business jet airports in the vicinity of hub
airports in first-tier cities.

Second, to introduce market
competition mechanism is an
essential requirement for ensuring the
development of FBOs. 60% of general
aviation airports in the United States hire
third parties to operate FBOs, and most
of them have a number of FBOs. China
can borrow the development model for
FBOs in the United States to explore the
introduction of multiple market players in
some airports and leave the customized
service demands for business aviation
enterprises to FBOs.

Third, FBOs shall explore

diversification in operations. Large
FBOs that engage in international
operations chain usually set up FBOs in
a number of airports around the world.
With networks that spread across the
world, they focus on high value-added
services and high-tech areas such as
business jet and engine maintenance
and modification. In the future, China’s
business aviation FBOs will need to
rely on diversification to achieve better
profitability.

Last, to reform FBO charging
mechanism is the prerequisite and
foundation for FBO market development.
In recent years, there has been a
reduction in the fees charged by FBOs
in China, but clear standards have yet
to be developed. The introduction of
adequate competition into the FBO
market in China will only be achieved
by reforming the fees charged by
airports on business jets and taking into
consideration of the scarcity of resources
at hub airports under the guidance of the
fairness and efficiency principles to allow
airports appropriately adjust the basic
service charges for business jets such as
landing fees, parking fees and security
fees based on the use of resources and
ultimately establish a resource-driven
pricing mechanism.

Translation by Li Nai
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Future for Chind’s
ﬂ- General Aviation Aircraft Market

Text/ Liu Jiuyang

ccording to data published

by China Civil Aviation

Administration, as of the

end of September 2017,

China had a total of 2237 registered general
aviation aircraft. Since 2010, the annual
growth rate of China’s general aviation
aircraft fleet has remained above 10%.
Despite a decline in the volume of deliveries

- of general aviation aircraft around the world
= in recent years, China’s general aviation
aircraft market has been growing at an

Ll

accelerated pace.
A bright future is ahead for China’s
| general aviation industry. However, the

1

nt A

potential of the demand in China’s general
aviation aircraft market has not been fully
unleashed. Compared with the United
States and other developed general aviation
markets, China’s general aviation industry is
still in the early stages of development. With
the policy support from the government, the
industry is attracting a growing number of
players, and a trillion-yuan general aviation
market is taking shape.

A large part of China’s general
aviation fleet is composed by fixed-wing
aircraft which account for 65% of the total
size, including 330 business jets, 250 fixed-
wing turboprops, and 1228 piston and
electric fixed-wing aircraft.

Business jet trading has been the
most vibrant in the Asia-Pacific region, and
with the rapid growth of China’s economy,
China’s business jet market has topped the
Asia-Pacific region. A person in charge
from Bombardier believed that 10 years
from now, China will become one of the
most promising business aviation markets
in the world.

In terms of fleet size, there are now
77 provinces or city in China with over 100
fixed-wing aircraft, including Sichuan,
Beijing, Heilongjiang, Guangdong,
Shandong, Hubei and Shaanxi. Sichuan is
home to the largest number of fixed-wing
aircraft in China.

Driven by the opening of low-
altitude airspace and economic recovery
in China, China’s general aviation market
has undergone rapid development in recent
years. As of the first half of 2017, there
were 519 turbine helicopters and 364 piston
helicopters in greater China. Now, China’s
civil helicopter fleet is still growing at a
remarkably rapid pace of 15% to 20%.

Unlike the fixed-wing aircraft market
where China-made aircraft have established
a presence, the helicopter market in China is
firmly controlled by foreign manufacturers.
Although the Chinese government
has introduced policies, including tax

incentives, to promote the development
of domestically-made helicopters, AVIC,
a helicopter manufacturer in China, only
has a share of 7% in the turbine helicopter
market.

With the increase in people’s income
which has boosted the purchasing power
of the country, broad prospects are
opened for flying as a type of customized |
consumption. According to data released
by the General Aviation Manufacturers |
Association (GAMA), among the over
10000 helicopters in the United States,
6462 or 67% are for consumer use, whereas |
only 30% of the 543 turbine helicopters in
the Asia-Pacific region are used for such

a purpose. The figures for the Chinese

market are even smaller. In this respect, the =

potential demand for consumer flying has
not been fully stimulated in China.
Although the development of F

consumer general aviation will gain

momentum, work should be done in

a down-to-earth manner. With the

stabilization of the traditional operations,

training and business aviation markets, only

by developing consumer general aviation

can the general aviation industry in China

truly take off after the heating-up of the

sector.

Translation by Wang Hualing



Medical Service Becomes
ﬁ- Increasingly Close to You

Text/ Liu Jiuyang

the opening of China's low-
altitude airspace and the
improvement of air medical

With

service with helicopters as the main vehicles has gradually become

service system, the medical

one of the focuses of public attention. In comparison with the
ground ambulance, helicopters can be 3 to 5 times faster in terms of
first aid and patient transfer, effectively reducing the accident rate by
about 40%. The advantages of helicopter rescue is obvious.
Compared with the mature operating systems in Europe and
the United States and other developed countries, China's helicopter
emergency medical service is still in its infancy. With the building
and development of the apron, emergency medical service (EMS)
helicopters and the medical service platform, air medical service,

| as a basic medical security service in China, becomes increasingly

close to people’s life.

In August, the helicopter apron of China - Japan Friendship
Hospital in Beijing, the only one medical dedicated apron in Beijing,
is officially inaugurated. The use of this apron will extend the
treatment area of critically ill patients to a radius of 500 km or more,
so that more critically ill patients will receive even more timely
treatment.

Two "Air 120" EMS helicopters of EC135 and one Dassault
Falcon 2000 of Beijing Red Cross Emergency Rescue Center
(999) serving as the "air hospitals", are the key facilities for the
groundbreaking and effective air medical operations in China.
At present, China has 30 helicopters providing medical transport
services, but most of them are the multi-purpose helicopters, few are
fully equipped EMS helicopters.

In the Beijing-Tianjin-Hebei region, 999 emergency center

selected a total of 289 medical helicopter landing points. Chen
Dongsheng said: "Beijing has now completed the basic ground
and air medical rescue framework construction, in which the
contributions of 999 and 120 cannot be overestimated.”

Shanghai is the very first city to carry out helicopter rescue.
Shanghai Kingwings General Aviation has deployed an EMS rescue
network with 34 helicopters in Shanghai and other 27 provinces and
cities. In addition to Beijing and Shanghai, other provinces and cities
are also accelerating the building of air medical service system.

"Since last year, China's air medical service market has entered
a booming period. Many general aviation companies want to
provide medical rescue services" said Lii Gang, Deputy General
Manager of Beijing Reignwood Star General Aviation "Laws and
regulations and training of China’s air medical service is still to be
improved. The medical rescue is not as easy as those who wish to
enter the industry expected.”

Though expensive, air medical service accessible to ordinary
people is now no longer something unreachable. At the moment,
China Life Insurance and other insurance companies have
incorporated the air medical service into their insurance services.
What’s more, calling 120 or 999 can also ask for helicopters to
rescue.

Chen Dongsheng, vice chairman of the China’s Air Medical
Service Alliance, said: "The largest beneficiary of air medical
service is the people, huge private sector input will greatly alleviate
the government's investment. In the near future, whether in coastal
areas or inland, poor or rich, people can benefit from the air medical

service."

Translation by Wang Shan
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BUSINESS

B Text/ Xue Haipeng
5 eing highly concentrated is
the typical characteristics of
- Chinese business aviation

market, as the three busiest
cities for business flights, Beijing, Shanghai
and Shenzhen, accommodate over 80% of
business aircraft in China.

However, as increasing business
aircraft heading to the same destinations,
hub airports that are reaching their capacity
limit cannot provide business aircraft with
enough support resources such as takeoff
and landing slots and parking stands, which
greatly weakened the flexible and efficient
characteristics of business aircraft.

Since it’s difficult for single airport to

=
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realize efficient operations, airport clusters,
in particular world-class airport clusters,
may serve as a new solution for China to
solve the operation problems of business
aircraft in hub cities.

Looking at the successful examples
around the world, airport clusters develop
in the same pace with city clusters, with
airports of different size organically
distributing at different areas of city
clusters, supporting their various functional
demands.

Airport clusters and city clusters have
become a worldwide mainstream and trend
of urban development. The rapid growth of
China’s economy and rising of city clusters

is hastening the emergence of airport
clusters.

During past several years of
development, the Chinese government
has been prioritizing airport construction.
At the beginning of 2017, National
Development and Reform Commission
together with Civil Aviation Administration
of China (CAAC) officially issued the
Plan on National Civil Transport Airport
Layout, proposing to improve the 6 airport
clusters of North China, Northeast, East
China, Central and South, Southwest and
Northwest, and to increase airports in the
current layout by 136 before 2025. The
plan also initiates to build three world-class

x -___'h..—-i-—"-'_-"_'

airport clusters of at Beijing-Tianjin-Hebei
region, Yangtze River Delta and Pearl River
Delta.

Construction of airport clusters and
increase of airports provide business aircraft
with more feasible destination airports to
choose. By far, the Beijing-Tianjin-Hebei
region, Yangtze River Delta and Pearl
River Delta have respectively 8, 16, and
9 airports, 33 in total, most of which can
provide support service for the takeoff and
landing of business aircraft, but only a few
hub airports and medium and large-sized
airports within the region can provide a
whole set of service including maintenance
for business aircraft.

Experts pointed out that airport
clusters are not only simple combination
of multiple airports within a region, but
a rational and appropriate division of
functions, some being large international
aviation hubs, others being medium-sized
hubs, regional hubs, small transport airports
and business aviation airports. Airports of
different sizes divide work, coordinate and

——
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jointly realize efficient operations.

Therefore, even if an airport cluster
is put in place, there still needs airports
with special facilities to support business
aircraft, or even dedicated business aircraft
airports. Before there used to be rumors
about establishing special airports for
business aircraft in Beijing, Shanghai and
Guangzhou, however by far, there is only
real progress with the Sanhe Business
Aircraft Airport in Hebei Province, and
no certain information available about
when the construction of the airport will be
finished.

Facing the mounting pressure of
providing support for business aircraft, the
Beijing-Tianjin-Hebei region, Yangtze River
Delta and Pearl River Delta have increased
input into aircraft support facilities over the
past several years, and resorted to improved
utilization rate of existing resources, in order
to improve support capabilities.

To maximize utilization of limited
parking stand resources, Capital Jet
Company Limited have repeatedly

— X ) :..::31-1--5—"""’""

consulted with operators and formulated the
Implementation Rules on Administration
of Business Aircraft Stand Resources
at Capital Airport at Beijing Capital
International Airport,, realizing dynamic
management of parking stand resources.
Meanwhile, the Beijing New Airport
under construction also reserved space
for business aircraft support facilities, and
there will also be a lot more parking stands
reserved for business aircraft.

Shanghai adopted concentrated
apron for business aircraft respectively at
Honggiao and Pudong airports to solve the
parking problem of business aircraft with
parking stands released through appropriate
planning. Shenzhen Airport established
and put into operation a new FBO building
and a 5000-square meter special business
aircraft hangar last year, before which the
airport also increased parking stands for
business aircraft from 39 to 54. -

Translation by Sun Xinyu
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the eyes of Zhao Huaxin,

Manager of Commerce

and Service Department
of Nanshan Jet, over the past year,
China’s business jet chartering market
underwent a significant change and
had got out of difficulties of previous
years. Particularly, in the second half
of 2016, the business jet chartering
market witnessed a rapid development,
with increasing international chartered
flights and shortage of available
business jet.

It is understood that, in the first
half of 2017, the revenue of business
jet chartering of Nanshan Jet increased
by 30% over that of the previous year.

Caoyuan, Vice President of
Marketing of APEXAIR, has also
realized that the operation of business

1R .
.
SR

jet chartering is easier than before.
“The annual flight hours and revenue
per business jet rose significantly
comparing with that of 2015,” he told
the reporter, “in addition to traditional
business jet field, such as finance and
real estate, some new customer types
emerged, including ball team and
entertainment business, representing
the major change in business jet
chartering market.”

In order to attract more potential
customers and reduce the business
jet chartering cost, APEXAIR will
introduce a business jet with 24 seats
and all business class in the market.

Last year, not only Nanshan Jet
in eastern region, but also Sichuan
Allpoints Jet in southwest region
and ZYB Lily Jet in northeast region

all made great achievements and 1'
benefited from the market recovery,

For example, according to Xu Min
Vice President of Allpoints Jet, a G550
business jet owned by the company
flew nearly 700 hours last year, the
highest flight hour per business jet in
China.

A few years ago, several foreign-|
fund operators had planned to ente
into China’s business jet chartering
market and many people doubted thei
decisions.

However, now you cannot but
admire their strategic awareness.
During the period in which China’s_
business aviation market is under thef
transition and adjustment, the foreig
operators, such as Vista Jet, Global Jet
and Zetta Jet, have accessed to China’s

market by various means. Over the
past year, these operators have already
benefited from it.

Du Haijie, Manager of Sales and
Customer Services of Zetta Jet in
Greater China, told the reporter that
the operators abroad also saw the great
potentials and changes in China’s

arket.

Changing from the competition
or customer resources before to
usiness jet now, the prosperity of

business jet chartering market shows
hat the number of business jet
chartering customers is increasing and
he customer type is also changing.

He thinks that the business jet
chartering customers in China have

ecome more practical and reasonable,
which is being gradually integrated

with the foreign business jet chartering
demand and represents a good
development trend of the sector.

Besides the traditional operators,
some Internet platforms, such as
APPs focusing on online business jet
chartering and sharing, have sprung up
and become the new drivers in China’s
business aviation sector.

Ji Guang, CEO of Global
Wings, told the reporter that the APP
“Charter Sharing”, an online business
jet chartering and charter sharing
platform, has cooperated with many
operators in China. Over the past
year, the new added customers rose by
over 25% and the existing customers’
demands also up by around 15%.

To seek more potential customers,
Global Wings analyzes its customer

type by using big data. According to
the study for the incremental market
and stock market, it found that in
China the customers in the stock

market turn into more professional =

and focus on service details, and the
majority of new added customers in
the incremental market are young

people. -

Translation by Bing Yuanchun
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Business Aviation Market to Wi’rness

( : Concentrated Growth of Demand:

B Text/ Xue Haipeng

the NBAA 2017
[ l Business Aviation
Convention

and Exhibition
convened recently, world-leading
business aircraft manufacturers
promoted their flagship models while
also brought new types.

In the coming two years, with
these new business aircraft types
entering market, changes will happen
to demands for new aircraft purchase
in the market and manufacturers’
backlog structure. These new aircraft
will also become the main market

force in the future 5 to 10 years.

Honeywell Aerospace forecasts
in its latest Global Business Aviation
Outlook that although short-term
market prospect is relatively plain,
for the long-run from now to 2027,
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with promotion of new aircraft
types and improvement of economic

growth, an average growth rate of

3%-4% will be witnessed. Honeywell
forecasts that new business aircraft
deliveries will reach 8300, with an
total value of 249 billion U.S. dollars
in the next 10 years.

While global business aviation
market receives optimistic forecast
on medium and long-term growth,
will its fluctuating recovery maintain
positive momentum in recent or the
short term?

Through its study of over
1500 business aircraft operators
worldwide, Honeywell found
that operators’ planed aircraft
procurement intended to replace and
supplement exiting fleet in the next 5
years is equivalent to 19% of aircraft

in current fleet, down by 8% over a
year ago.

In the operators’ new aircraft
procurement plan, 19% will be
completed by the end of 2018, 17%
and 14% respectively by the end of
2019 and 2020, meaning nearly half
of the procurements will happen
after 2020, which will certainly have
impact on the short-term market
transactions.

Latin America is the only region
in 2017 with a larger procurement
plan over last year. 29% of the
respondent operators plan to replace
and add aircraft in the next 5 years,
3% higher than last year. Among
business aircraft procurement plan of
this region, 34% will be completed
between 2017 and 2019, 36% lower
than the world’s average level.

North America is the center
and bellwether of global business
aviation market, as business aircraft
operators from this region will
account for approximately 61% of
world’s new aircraft procurement
demand in the coming 5 years
However, the procurement plan of
North American operators decreased
by 9% compared with research result
of the previous year, directly leading
to a 19% down of global average
planned procurement volume.

Europe is also a tradition region
for business aviation development.
In the next 5 years, although the
expected demand for business
aircraft from Europe will remain
14% of the world total, new aircraft
procurement plan of operators

decreased by 11% to 19%. And
operators in this region also adopt
a cautious attitude regarding when
to implement the procurement, with
nearly 45% of the procurement being
expected to be completed in 2022 or
even after.

As for the Asia-Pacific market
that maintained relatively high-
speed growth in recent years, the
procurement plan also experienced
obvious decline compared with a
year before. In the next 5 years,

business aircraft procurement of

Asian-Pacific operators will be 13%
of existing fleet, accounting for about
6% of world’s total, among which
only 27% is expected to be executed
in two years.

Middle East and Africa will

witness slight decrease in business
aircraft procurement plan in the
coming 5 years, with 18% of
operators in this region having plans
to replace and add aircraft. And
about 36% of the procurement plan
will be completed in two year, same
as the world’s average level.

In conclusion, business
aircraft operators’ willingness to
procure new aircraft is generally
low worldwide in the short term.
But looking from the bright side,
after 2019 when things are more
clear and operators begin to make
their decisions, demand of aircraft
delivery in the global market is
expected to boom.

Translation by Sun Xinyu
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Gulfstream has always adopted
a product-service two-prong method
for their in-depth market penetration
around the world, promising customers
not only good aircraft but also good
performance in operation with
timely, all-around and efficient after-
sales service as the back-up for their
products.

As an emerging market, China
started late in Gulfstream’s global
strategy, but turned out to be a
surprise for the rapid growth it
maintained in recent years. Now
Gulfstream has more than 185
aircraft based in Greater China,
with more than 110 of these in
China. The majority of the aircraft
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in the region are large-cabin
and long-range, with the ability
to quickly and efficiently carry
passengers almost anywhere in the
world nonstop.

There has been a considerable
amount of investment in customer
support resources in Greater China
over the last several years. In January
2010, Gulfstream positioned its
first Product Support employee in
mainland China, a Beijing-based
field service representative (FSR).
In support of Deer Jet’s fleet of
Gulfstream aircraft, Gulfstream
assigned a maintenance team to
Beijing in May 2010. The group was
originally made up of three technician

consultants.

Gulfstream’s biggest investment
in the region came in 2012, when it
opened a service center in Beijing.
Gulfstream Beijing, the first factory
service center for business jets
in China, is a joint venture (JV)
between Gulfstream and Hainan
Group (HNA). Gulfstream Beijing
has grown to approximately 50
employees, including more than 20
technicians.

The site has maintenance
approvals from China, Hong Kong,
Macau, the U.S. Federal Aviation
Administration (FAA), European
Aviation Safety Agency (EASA)
and Cayman Islands. Its focus is

on regular inspections of most
Gulfstream large-cabin aircraft and
line maintenance for all Gulfstream
aircraft. The site has had more than
600 aircraft visits, including road
trips, since opening.

Another sizeable investment for
Gulfstream in Greater China came in
April 2014, when the company opened
its Asia Customer Support Contact
Center in Hong Kong. The site, which
has several Gulfstream employees,
offers computer maintenance program
analysis, technical system support,
over-the-counter parts sales and
warranty assistance.

After these years, Gulfstream
Beijing technicians have not only FAA

and EASA approval to perform line
maintenance on the Gulfstream G650
and G650ER, the facility also recently
added maintenance authorization from
the Cayman Islands.

Now Gulfstream Beijing has more
than 40,000 square feet/4,200 square
meters of hangar, shop and office
space. It has room for four aircraft
under roof. A warehouse on site
includes more than $2 million in parts
and materials.

In addition to the FSR in Beijing,
Gulfstream has an FSR based in
Shanghai and four based in Hong
Kong. Gulfstream also set up an
authorized service center, Jet Aviation,
and maintenance facility - Metrojet,

in Hong Kong. Another resource for

customers is the Gulfstream’s partner
FlightSafety International, which is
dedicated in training technicians and
pilots and is equipped with class D full
flight simulators of G550 and G450
aircraft.

Gulfstream’s Plane Parts project
is also open to customers in China
and other Asian countries, providing
predictable cost maintaining service
for part charging during planned and
unexpected maintenance.

As the Gulfstream fleet grows in
Greater China, Gulfstream wouldn’t
stop looking at ways to enhance the
customer support.
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