Autel Robotics

e Despite presenting itself as a US company,
Autel Robotics is a Chinese drone company o
based in Shenzhen, China. The company has

received “Little Giant” designation, in addition

to government funding and preferential tax R O B O TI C S
rates, indicating that the Chinese government is

keen on supporting the company and the types
of technology it is developing.

e Autel Robotics is still connected to its former parent company, Autel Technology,
through the company’s shared founder and largest shareholder, Li Hongjing, and through
transactions between the two companies; Autel Technology is listed on a Chinese defense
and national security fund.

e Autel Robotics advertises that its drones can be used for security purposes, and its
Chinese-language website indicates that it anticipates interest from military customers.

e Autel Robotics has sold drones to U.S. federal agencies--including the Department of
Agriculture and Department of Commerce--in addition to a large number of U.S. state
and local law enforcement agencies. In the U.S. state and local law enforcement market,
Autel is second only to DJI.

e Autel’s U.S. market share has grown significantly in the wake of national security
restrictions targeting DJI, the largest global drone company, which is also based in
Shenzhen, China.

Autel Robotics Origins

Autel Robotics (PRI 11538 38 T BEMT 22 He AR AR 45 B 2% 7)) was established in 2014 as a civil
avionics equipment company specializing in UAVs.!: 2 Per its website the company is
headquartered in Shenzhen, China, and has R&D bases in Seattle, Silicon Valley, and Munich,
Germany.? The company also has locations in Italy and Singapore.* Autel Robotics has one
wholly owned subsidiary, Autel Intelligent Software Development Co., Ltd. (ZEYI 13 38 38 7 6E
BAFTIT & A L 24 1)), which was established in October 2016 and engages in the technical
development and sales of computer software and hardware and civil avionics equipment and
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automatic control equipment.® In 2021 Autel’s share of the global market for commercial UAV's
grew to 7 percent, as DJI’s share dropped to 54 percent in the wake of US restrictions.’

Autel Robotics was previously a subsidiary of Autel Intelligent Technology Corp. Ltd. (£l

SR B A3 R 2% 1], Autel Technology), a publicly traded company that is listed on the
Shanghai Stock Exchange (stock code: 688208) which engages in the development and sale of
automotive parts.” In August 2017, Autel Technology divested itself from its UAV business,
transferring 100 percent of its shares in Autel Robotics to Shenzhen Tongyuan Hechuang

Investmfnt Co., Ltd. (%I rhiéﬁﬁ@&i Autel Robotics is headquartered in
B2 7). Currently Autel Robotics and Shenzhen, China

Autel Technology have several of the same Other Autel Robotics Locations: U.S.,
shareholders. Most notably, each Germany, Italy, Singapore

company’s largest shareholder is Li Hongjing

(Z41.317), the founder of Autel Technology,
who also directly owns 34.2287 percent of Autel Robotics and 38.38 percent of Autel
Technology.® '° Li Hongjing is a Chinese citizen.!!

Autel Robotics USA LLC was established in 2017 in Bothell, Washington.!? In the United
States, Autel Robotics represents itself as a “family owned business” helmed by Maxwell Lee
who describes the company as “the brainchild of founder Frank Li” [likely an AKA for Li
Hongjing] and Gary DeLuca who was heading Autel Intelligence at the time. They knew there’s
only so much growth an automotive diagnostic equipment maker can achieve, given the
inevitable global transition toward green energy. They decided to bank the future on robotics,
and picked drones as their platform of choice.”!? In August 2021, it was reported that the then-
newly appointed CEO of Autel Robotics USA LLC, Randall Warnas, was resigning after only
nine weeks of employment, citing nepotism and the “family of Frank [Li]” who have “unjust
authority and no accountability” as the reason for his departure.'* DeLuca currently serves as a
governor of Autel Robotics USA LLC and formerly worked at Autel Technology.!> 1617 The
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other two governors listed are Pan Xiangxi and Cheng Zhuanpeng.'® Pan Xiangxi (77 AHER) is
also the legal representative for Autel Intelligent Software Development Co., Ltd."

Though Autel Technology and Autel Robotics are no longer legally part of the same corporate
structure, the two companies’ shared owners and history of leadership that has worked at both
companies show that the two entities continue to have a close relationship. According to Autel
Technology’s 2021 annual report, Autel Robotics and Autel Technology continue to have daily
transactions with each other that do not exceed 6 million RMB (approximately $830,000).2°

Autel Robotics advertises several kinds of drones on its website, for both consumer and
commercial use. The company sells its EVO Nano, EVO Lite, and EVO II to consumers and
advertises its Dragonfish, EVO II Enterprise, and Autel Skycommand Center to its commercial
and government customers. The “Solutions” page on the company’s website divides potential
uses for Autel Robotics drones into security, patrol and investigation, emergency response, and
surveying and mapping.?!

Autel Robotics Ownership

Autel Robotics underwent a seed funding round in July 2020 in which four investment
companies participated??: CITIC China Securities (77 {5 iIE % % % AR 23 1) (currently owns
3.03 percent of Autel Robotics), Jiaze Beirui Venture Capital Partnership of Ningbo Meishan
Free Trade Port (L.P.) (“7* AR LR A 6 X DAL B Gk £ % ik sk (PR A5 4k) )
(currently owns 2.6 percent of Autel Robotics), Pingtan Lava Strategic Equity Investment
Partnership (L.P.) (/{4 5 0T BRI e AL P 58 S pk il (F5BR54K) ) (currently owns 3.03
percent of Autel Robotics), and Jundu Investment (# £ 4% %), which could refer to either
Ningbo Jundu Jinghong Equity Investment Partnership (“7° % # 5% st ol AL B8 ikl (5
BE454K) ) (currently a 6.18 percent owner of Autel Robotics) or Ningbo Jundu Shangzuo Equity
Investment Partnership (LP) (‘7“4 & i Ze A # B8 Akl (5B 54K) ) (currently a
3.33 percent owner of Autel Robotics).?*2* Autel Robotics has also undergone A-, B- and pre-
IPO rounds of funding.?

CITIC China Securities is a subsidiary of CITIC Securities?® which is a publicly traded company
(Shanghai Stock Exchange: 600030). CITIC Securities is 15.52 percent owned by CITIC
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Corporation Limited which is owned by China’s Ministry of Finance.?’- 28 Li Hongjing is Autel
Robotics’ largest shareholder, directly owning 34.2287 percent of shares in addition to being
involved in many partnerships that own shares of Autel Robotics. Remaining shareholders each
own less than 7 percent of Autel Robotics.?

Autel Technology Chinese Military Connections

Though no direct ties between Autel Robotics and China’s military were identified using
publicly available sources,  Autel Robotics does advertise its drones for security, border, and
coastal patrol and appears to expect inquiries from military personnel.*® The company’s Chinese-
language website has a “Contact Us” form that solicits information about the inquirer’s industry
with a drop down menu that includes options for public security, army, national defense, and
armed police, among others.?! Autel Robotics also planned to  exhibit its new drone offerings
at the Indo Defense Expo in Jakarta, Indonesia in November 2022.3? Though it is possible that
Autel Robotics’ drones are intended only for the civil and commercial uses advertised on its
website, China’s Military-Civilian Fusion doctrine has increased the porosity between
commercial and military technology and repurposed many civil technologies for military use.
This is especially true for technology with security applications.

Autel Technology, the former parent of Autel Robotics, is listed on the E Fund National Defense
and Military Industry Hybrid Securities Investment Fund (% Jii& [E B %2 TR G AUIES £ BT 56
4), which is run by the Chinese capital market company E Fund Management (% /515 5E4).
That fact indicates  that Autel Technology does conduct business with the Chinese military.*
Several other defense conglomerates are also  part of this fund, including Aviation Industry of
China (AVIC) companies such as AVIC Optoelectronics (" #ji o H), AVIC Electromechanical

(FFMLBLEL), AVIC Shenfei (FPfiiit &), and AVIC Hi-tech (FPji & F}).34
Autel Drones Used in Ukrainian Conflict
In early 2022, it was discovered that Autel Robotics EVO II series drones were being used in

combat by both the Ukrainian military and Russian-backed separatists. Ukrainian forces use the
drone for surveillance and to drop thermite bombs on Russian adversaries, while Russian
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separatists reportedly use the drones to drop improvised “Khattabkas”, which are modified from
a 30mm Vog-17 grenade.?* 3¢ Drone enthusiasts noted that the EVO II drones are similar to the
DIJI Mavic 2, which has been used for similar purposes in Ukraine, but have the added advantage
of being undetectable by DJI’s Aeroscope surveillance system.>” EVO II drones also have the
added benefit of a two pound carrying capacity, unlike similar DJI drones.*® The weaponization
of a civilian-use drone likely eases procurement efforts and U.S. groups like San Diego’s House
of Ukraine and the Czech Post Bellum- Ukraine Foundation have sponsored the purchase of
EVO II drones for use by Ukrainian forces as recently as August 2022.3% 40 In February 2022, in
response to news reports about the weaponization of its drones, Autel Robotics stated on its
website that it only manufactures drones for peaceful and non-violent purposes.*!

Autel Robotics Chinese Government Connections

Autel Robotics has benefited from Chinese government support in the form of tax incentives and
monetary awards. The Chinese government has long sought to foster development in industries
that produce dual-use technologies, such as UAVs. This fits into the wider Military-Civilian
Fusion doctrine that China has emphasized in recent years.

In 2018, Autel Technology transferred a government subsidized drone project and its related
assets to Autel Robotics. The two companies signed a “Fixed Assets Transfer Contract” wherein
assets related to a fixed foldable drone project were transferred to Autel Robotics and 5 million
RMB of funding for Shenzhen UAV Collaborative Control Technology Engineering Laboratory
(GEYNE AN )P R T RESEEG %) were also transferred.*? Autel Intelligent Software
Development Co., Ltd. was exempted from paying taxes from January to August 2017 as part of
a broader package of tax incentives for companies operating in China’s software industry.*® It is
possible that the “fixed foldable drone project” mentioned relates to the company’s Dragonfish
drone, however this could not be confirmed.
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In August 2022, Autel Robotics was named a “Little Giant” (/JNF. ) enterprise. 4+ 4 Little
Giant enterprises, also known as specialized and sophisticated enterprises (& f#54547), are
smaller businesses that are engaged in specialized research or manufacturing in strategic sectors
that China wants to build up indigenously. “Little Giants” are selected by the Ministry of
Industry and Information Technology (MIIT) and Autel Technology has also been selected as a
“Little Giant.” 46

Autel Robotics’ campus is situated in Shenzhen’s Nanshan District, which is currently home to
more than 150 drone companies, including approximately 26 drone manufacturers , 65
parts companies, and 50 supporting service companies. In 2021, the total output value of the
drone industry in Nanshan District was predicted to exceed 40 billion RMB. Nanshan promotes
technological integration among the companies located there and promotes drone companies
conducting related research in partnership with universities. Li Hongjing has said that “The
Nanshan District government actively supports our entrepreneurship, and uses various channels
to create an open and high-quality financing environment for us."*’

Autel Robotics and Chinese Universities

Autel Robotics advertises that several of its core team members were educated at Tsinghua
University, University of Science and Technology of China, Huazhong University of Science
and Technology, Beihang University, and Northwestern Polytechnical University.*® All of these
universities are known for their close connections to China’s military industrial complex;
Beihang University and Northwestern Polytechnical University are further designated as “Seven
Sons of National Defense” universities that specialize in aeronautics and astronautics.*’ Seven
Sons of National Defense universities are subordinate to MIIT ~ and describe themselves as
part of China’s defense system. Graduates of these schools often attain employment with state-
owned defense conglomerates.

Autel Robotics also advertises that it partners with several foreign universities including
Massachusetts Institute of Technology, Carnegie Mellon University, Technical University of
Munich, and University of Stuttgart.>® Partnerships with foreign universities and academics are
fertile ground for China’s technology transfer efforts. In interviews Li Hongjing has alluded to
Autel Technology’s efforts to attract top international talent, saying that the company has gone to
MIT and the Technical University of Munich to find drone experts and experts in artificial
intelligence.>!
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Autel Made in USA Initiative

Autel Robotics appears to be positioning itself to expand its United States market share. In an
interview, Maxwell Lee said “In terms of international growth, the US is the single most
important market for Autel Robotics,” Lee explained “Consumers here are excited about drone
technology and have a lot of buying power. If you can succeed in the US, you can succeed in the
rest of the world.”>? Autel Robotics’ Public Safety/North American Enterprise Sales manager
indicated that the drive behind the Made in USA initiative was to get business from public safety
and federal agencies.”

In September 2020, Autel Robotics released its EVO II Dual Enterprise UAS bundle which was
created for use by public sector customers. An announcement on the company website related to
the release states that Autel Robotics offers “aircraft manufactured in the USA with foreign and
domestic parts and labor.” Autel Robotics went on to say that the bundle’s airframe is
manufactured in China, the thermal cameras are manufactured in the United States, the Sony
imagers are manufactured in Japan and final assembly takes place in Bothell, Washington and
that the bundle is specifically designed to aid public safety personnel.>* Notably, Autel Robotics
did not state the origin of software used for the EVO II Dual bundle.

In a February 2022 DroneBrews podcast recording, John McBride, Autel Technology’s Vice
President of Technology and Training, acknowledged that Autel Technology is a Chinese
company with a Chinese owner and that the bulk of the company’s manufacturing is done in
China.>® As such, it is unclear how the EVO II Dual bundle can comply with the Federal Trade
Commission’s (FTC) guidelines for marketing products as Made in the USA, which state that
“all or virtually all” components must be made in the USA for the designation, when the
bundle’s airframe is manufactured in China and substantial other parts are also foreign-made.>¢
The EVO II Dual drone (Model: MDCD, FCC ID: 2AGNTMCD2409A) is a modified version of
the EVO II drone (Model: MDCS, FCC ID: 2AGNTMC2409A), and a product similarity
declaration filed with the Federal Communications Commission (FCC) states that the main
difference between the two drones lies in the camera used for each.”’

Internal photos of the EVO II drone published with the FCC indicate that it uses a HiSilicon
Hi3559 V100 Mobile Camera system-on-a-chip®® and a ZTE-manufactured ZXIC chip.>’
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HiSilicon has been on the Department of Commerce
Bureau of Industry and Security (BIS) Entity List since
May 2019.%°

In FAQs related to the EVO II Dual release, Autel
Robotics stated that it is working towards being “a
USA-only” brand. In the same FAQs Autel Robotics
stated that data safety was assured with its products as
they “do not rely on LTE, do not connect to servers and
may be operated either without mobile devices,
connectivity, or in Airplane modes” and further
mentioned that Autel Robotics has no servers outside of
Houston, Texas.®! Autel Robotics USA LLC has
received several shipments from its Chinese counterpart,
including a shipment of EVO Nano+ bundles and EVO
Lite+ parts on 24 April 2022 and a shipment of EVO 11
Dual parts on 10 September 2021.%2

Although Autel does not advertise its drones for military
use, an FAQ document Autel prepared for resellers
addressed the U.S. military’s Blue UAS program. If Autel had no desire to sell to the
military, it had the opportunity to say so. But Autel instead informed resellers that the company
allegedly “did not have opportunity to participate in the Blue selection process given release
cycles and evaluation window.”%?

Autel Robotics USA LLC has sold drones and related items to government clients and is
registered with the System for Award Management (SAM) of the U.S. General Services
Administration (CAGE code: 840D1).%* On 24 August 2014, the Department of Agriculture paid
$33,200 to Empire Drone Company LLC for Autel Robotics EVO II UAS with 8K and thermal
camera bundle.®> On 27 July 2021, the Department of Commerce paid $4,813 for Autel Robotics
UAS drones.% Autel is the second largest supplier of drones to US local law enforcement
agencies and state and local governments.®’
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Autel Robotics in Xinjiang

Though no direct evidence of Autel Robotics selling to government entities in Xinjiang was

identified, the company does advertise that it has seven authorized sales agents in the Xinjiang
L .68

region:

Yining Li Changling Computer Technology (Yili District, Xinjiang) ({Jt*1* 117 2= 55 B io
B Coraa M AU HIX) )

Changji Zhongtian Space Information Co., Ltd. (Changji, Xinjiang) (/= & i " K ZE [A] {5
REARFRAT Chrmt &4 1i1) )

Kashgar Yifei Photography Electronic Technology Operation Department (Kashgar,
Xinjiang) (WA 1138 KIS L T RHE A B o 1hlX) )

Aksu International Communication Co., Ltd. (Aksu Xinjiang) (P v 75 Bl A PR 2
a) CHrgEb e R [X) )

Qitai County Baide Computer (Changji, Xinjiang) (%55 F 3 M Chrsm 25 M) )
Xinjiang Miaolong Trading Co., Ltd. (Korla, Xinjiang) G Jepg 5 A PR 28 ] (ot
IR HIX))

Xinjiang Liansheng Technology Co., Ltd. CGHrs - FH i PR 28 ml)

Yining Li Changling Computer Technology and Kashgar Yifei Photography Electronic
Technology Operation Department are both sellers of surveillance equipment.®- 7
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