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Sichuan Tengden Technology: Privately Owned,
State Sponsored

By Eli Tirk

Traditionally, the People’s Liberation Army (PLA) acquires whole systems that are
manufactured or integrated by companies partially- or wholly-owned by the state-owned
enterprises (SOEs) that fall under the State Administration for Science, Technology, and Industry
for National Defense (SASTIND). It is very rare for the PLA to acquire a complete system
manufactured by an ostensibly privately-owned company. Over the past several years Sichuan
Tengden Technology Co.’s (VU111 J& #¢f R 2~ 7]) TB series of medium-altitude long
endurance unmanned aerial vehicles (UAVSs) have been marketed, tested, and used for remote
delivery, forest fire monitoring and dispensing of flame retardant,* and emergency telecom
signal boosting? applications by Chinese companies and ministries, and most recently may have
been involved with cloud seeding activities® relating to the dire drought in southern China.
Additionally, it appears the military version, the TB-001, has been used by the PLA on several
occasions to conduct intelligence, surveillance, and reconnaissance (ISR)sorties skirting the air
defense identification zones of Japan and Taiwan.* Most recently, sorties of the TB-001 in early
August were in the vicinity of impact areas for PLA Rocket Force (PLARF) missiles during the
exercises conducted by the PLA in the beginning of that month leading some observers to
conclude that these UAVs may have been adopted by the PLARF.® Imagery of the PLARF Base
61 subordinate UAV regiment from August 23 indicates that this unit has indeed adopted TB-
001s, as seen below. If this is the case, it is one of the first cases of a mixed ownership enterprise
supplying the PLA a large and complete system instead of individual components that would be
integrated into a system produced by a defense conglomerate.
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UNCLASSIFIED

Sichuan Tengden Technology is an ostensibly privately-owned drone manufacturing
company that specializes in the development and manufacturing of medium-to-large unmanned
aerial systems for military and civilian applications. Sichuan Tengden Science and Technology’s
is wholly owned, via direct and indirect ownership, by Sichuan Tengden Science Innovation
Joint Stock Limited Company (P41 J#5 )& #4734 BR 22 71). Through their investments, the
Fujian provincial and Guangxi Zhuang Autonomous Region governments control the two largest
ownership stakes in Sichuan Tengden Science Innovation Joint Stock Limited Company (VU )!| 5
J& FHI 434 BR 22 7). The third largest share of Sichuan Tengden Science Innovation Joint
Stock Limited Company is an investment partnership controlled by individuals outside of either
Sichuan Tengden company. However, this investment partnership is partially owned by
individuals within Sichuan Tengden companies, via minority ownership stakes.” An investment
partnership that maintains far less ownership of the company is also around 30 percent owned by
a group of Sichuan Tengden Science and Technology Co., Ltd. And Sichuan Tengden Science
Innovation Joint Stock Limited Company executives and board members. Furthermore, Sichuan
Tengden Science and Technology Co., Ltd. Founder Nie Haitao (&%) directly owns around
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two percent of Sichuan Tengden Science Innovation Joint Stock Limited Company. 8 An
overview of this ownership arrangement is depicted below.

Sichuan Tengden Science and Technology Co., Ltd. Ownership Structure
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Nie is a former deputy director and deputy chief engineer of the Aviation Industry
Corporation of China (AVIC) Chengdu Aircraft Design Research Institute (&8 CHL BT 72
fIT), also known as the 611" Research Institute.® During his time at the 611" RI, Nie participated
in the design process of the J-10 and the FC-1. Additionally, Nie has served on several expert
committees including as the group lead for the AVIC 863 Program Key Project Group (i L.
AL R 863 111 B kL3 5 4H) Y and as a Central Military Commission Science and
Technology Committee (H R ZE Z R} 45 %) expert.' Nie’s experience and ties to the defense
industry and the government bodies responsible for managing defense science and technology
development undoubtedly helped him in establishing his company, obtaining large government
investment, and marketing is company’s products. In addition to Nie, the company is also said to
employ engineers who worked on UAV projects at the 611" RI prior to their employment by
Sichuan Tengden Technology.'?
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While the company describes itself as mincanjun (F&2 %), indicating the company
primarily develops systems intended for civilian applications that also happen to be dual-use, the
exact nature of these use cases, such as testing of fire retardant delivered by drone dropped air
bust bombs,** and the founders background, does not lend the most credibility to it primarily
intending to develop UAVs for civilian functions. Additionally, Sichuan Tengden Technology
possesses the necessary certifications and licenses for the production of military equipment.
These include the necessary GJB 9001 quality control standard, a class two SASTIND classified
information access certificate, a weapons R&D and production certificate, and a weapons
manufacturing certificate.'® Sichuan Tengden Technology has also received the necessary
licensure for weapons exports. These licenses and certifications are difficult to obtain and
maintain, indicating that the company clearly intends to supply the PLA. Aside from efforts to
get the PLA Army and possibly the PLA Air Force to procure its systems, Sichuan Tengden
Technology actively cooperates with other services and subordinate organizations of the PLA.
The company has signed a cooperation agreement with the Academy of Military Sciences
National Innovation Institute of Defense Technology (A EAR I 2 S5 B2 Bt [F b5 BHS G157 i
5t F) titled “Intelligent Aircraft Technology Joint Laboratory Construction Cooperative

Agreement” (# g8 RATAR BRI E SLIG = @8 W S 1EWL) . The company has also worked
with the Jiuquan Satellite Launch Center and most likely the Sichuan Provincial Military-Civil
Fusion Integration Fund on the construction of commercial space launch site.'® This partnership
may seem confusing at first, but variants of the TB-A are capable of functioning as a mobile
satellite ground station,'” which likely involved input of the PLA Strategic Support Force or
other defense conglomerate affiliated organizations.

In an environment with increasingly tighter information control regarding PLA
acquisitions and sales, it is not surprising to see so little information regarding any official
adoption by the PLA or production numbers of the TB-001. To date, Sichuan Tengden
Technology has only one publicized successful sale or contract agreement for its military end use
airframes. In early 2021, Sichuan Tengden Technology publicized an agreement with the Saudi
Ministry of Defense, under which Sichuan Tengden Technology was paid roughly $263 Million
USD for indigenous Saudi production rights for the TB-001 and associated technology transfer.8
Prior to this agreement, the TB-001 participated in a 2017 test for emergency logistics delivery.
This test was the result of a joint program between Sichuan Tengden Technology and Shunfeng
UAS (F= i = BHE A BR 2 7).2° Then in 2018, the TB-001 was used in a 2018 PLAAF Logistics
Department exercise focused on UAS based sustainment of disparate forces.?’ Sichuan Tengden
Technology was also involved in the bidding process for the PLA Army drone contract that was
ultimately awarded to the Feilong-1, but Sichuan Tengden Technology is noted as having stood
out from the competition.?* Sichuan Tengden Technology has supplied UAV flying services to
Chinese Academy of Sciences Institute of Propulsion to aid in a project that required flight
testing.?? Sichuan Tengden Technology allegedly cooperates with Wuhu Diamond Aero Engine,
a minority owned subsidiary of China Electronics Technology Group Corporation (CETC)
specializing in the production of aircraft components and engines.?® In addition to the TB series,
Sichuan Tengden Technology’s TU series of amphibious cargo drones have been adopted in a
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limited capacity by China Post, which has made its way into footage of a PLA Army exercise
supplying troops in the fields with food.

It Is important to note that while on the surface, former defense conglomerate employees
flocking to a state funded enterprise which develop dual use systems may be motivated by
patriotism or a desire to contribute to industries that improve national status. In reality, reporting
by the Institute of Defense Analysis regarding motivations of the founders of space startups in
the PRC, indicates that these individuals are primarily motivated by potential economic payoff of
commercial opportunities in space.?® These individuals also have experience working for
elements of the state run defense industrial base, including Chinese Academy of Sciences (CAS)
institutes and China Aerospace Science and Technology Corporation (CASC), similar to the
experience of Sichuan Tengden Technology’s founder. This also is likely the case for the UAV
industry, which is similarly a national priority industry subject to various governmental
incentives and funding opportunities and presents a breadth of commercial opportunities in the
near future, while maybe not being the most profitable in the near term. However, Sichuan
Tengden Technology’s clear efforts to win PLA contracts and develop military end-use systems
indicates that in the case of this company, the two motivations are not mutually exclusive.

Sichuan Tengden Technology has been singled out by local and regional governments as
a company in a key industry to promote the development of. In 2017, when the company initially
moved into spaces in the Jinniu High Tech Science and Technology Park, the company likely
received investment incentives from the Jinniu District Government to establish its headquarters
in the park.?® In 2018, two years after Sichuan Tengden Technology was founded, the company
was specifically named in the 2018 Chengdu Political Work Report as a specific company that
the municipal government intends to support.?’ In addition to the state funding the company has
received via ownership steaks purchased by provincial governments, Sichuan Tengden
Technology has been the beneficiary of tax breaks focusing on R&D expenses. From 2019 to
2021 the company received more than 32 million RMB in tax credits. 28 For context, 32 million
RMB over three years does not compare to what an established component of the defense
industrial enterprise gets in tax rebates a year, Xi’an Aisheng Technology Group (7§ % % EH AR
£E[H /A7) AKA 365" RI), the manufacturer of the ASN series of ISR UAVs used by the PLAA,
assess it will receive around 19.8 million RMB in tax refunds in 2022 alone.? However, as of
2022, the CFO of Sichuan Tengden Technology company claimed that they were receiving up to
four million RMB a month in tax refunds indicating either an increase in deductible R&D
expenses or more favorable tax policies allowing the company to deduct more of its existing
R&D expenses, putting the company on track to receive better tax incentives that Xi’an Aisheng
Technology Group.*® The company has also signed a comprehensive strategic cooperation
agreement with the Sichuan provincial military-civil fusion fund that involves cooperation on
research funding and the development of research institutes, but was not publicized as involving
funding for projects or R&D at Tengden.®! Sichuan Tengdun has allegedly received over a
billion RMB in investments to build its production facility located at the Zigong Aviation
Industry Park, including runway expansion and the construction of large hangars for UAV
production.3? Aggressive expansion, including a second large hangar and the runway expansion
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began in late 2020. Sources claim that the newer hangar facility was operational as of January
2022.%

Sichuan Tengden Technology’s technical developments, apparent commercial successes,
and governmental support have positioned it as an important player in its industry. Sichuan
Tengden Technology’s involvement with “The Future is Now Institute (TIFO/EE 61387 K &
REH AT 7T B A5 PR /A 1) allows act as an important player in the aerospace tech startup sector
in Sichuan, as desired by the provincial government.®* TFIO has signed a cooperation agreement
with the Jinniu District of Chengdu, giving it access to funding and incentives to direct towards
startups.®

The UAV industry is a national priority for development, so it is not too surprising to see
a private company receive preferential treatment and investment, but the nature of this
company’s ownership structure and its apparent ability to supply the PLA an integrated system
such as a UAS and garner at least limited export contracts sets Sichuan Tengdun up to be a
potentially successful player in the future of the PRC’s UAV market. While mixed state and
private ownership are increasingly common within elements of the aerospace industry, it is more
common for these companies to be owned in some capacity by an SOE, defense R&D
organization such as a CAS institute, or one of the SASTIND subordinate universities to
maintain an ownership stake in a mixed ownership enterprise that for the mixed ownership to be
between various state backed investment funds and an individual. Sichuan Tengden Technology
has already set its sights on expanding its production capacity, having signed an agreement with
the Ruijin Municipal Government, a city in Jiangxi, to build a manufacturing facility for large
logistics UAVSs in the vicinity of the Ruijin Airport.3® This marks its first production facility
outside of Sichuan.

With the apparent success of the PLARF adopting an unknown number of TB-001s, it is
unknown the extent to which Sichuan Tengden Technology will see wider adoption of its
systems by the PLA. Given Sichuan Tengden Technology’s inability to outperform elements of
the defense conglomerates when competing head-to-head for PLA procurement contracts in the
past, but the apparent adoption of TB-001s by the PLARF, it is difficult to judge how broadly
these systems could be adopted. If Sichuan Tengden Technology does end up succeeding in
supplying other services of the PLA with the TB-001, it would represent what PRC economic
planners hope to achieve in respect to spurring innovation outside of traditional PRC SOE
structures by way of targeted military-civil fusion incentives and funding to foster a private
enterprise capable of necessary innovation in the defense industry.

Opinions, conclusions, and recommendations expressed or implied within are solely those of the
author(s) and do not necessarily represent the views of the Air University, the Department of the
Air Force, the Department of Defense, or any other U.S. government agency. Cleared for public
release: distribution unlimited.
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