Testimony of Mr. Xuanmin Zhang

My name is Xuanmin Zhang, the general manager and director of Shanghai
Matsuo Steel Structure Company. Because of scarce time, I will not be reading my
statement at this hearing, but I am leaving a copy with you, and I will be honored
to answer any questions that you may have. I have asked Ms. Eve Wang to read the
summary of my prepared statement in English.

I have been working in the FSS industry for 36 years. My company has so far
successfully completed over 400 projects in the last 20 years all over the world,
including in the U.S., Europe, Japan, and Australia. Shanghai Matsuo is one of the
few companies in China selling FSS to the United States. With the U.S. economy
booming, FSS product from China is a good supplemental to the U.S. industry.

Also, FSS is just part of large projects, and the cost of FSS is a small element in
consideration of the whole project. Timely delivery of high quality products is
more important than anything else.

I left my family on the first day of Chinese New year to come today to testify and
share my thoughts with you. I decided to do something which may be helpful to
hundreds of employees at Shanghai Matsuo, to the industry, and my dear
customers and friends in the U.S.

Finally, I would like to give best wishes to you all in the New Year.
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Good afternoon, Commissioners,

My name is Xuanmin Zhang, the general manager and director of Shanghai Matsuo Steel
Structure Co., Ltd. (“Shanghai Matsuo™). 1 have been working in fabricated steel structure (“FSS”)
industry for 36 years since the graduation from the University. Shanghai Matsuo is a Sino-Japan joint
venture, with key managers appointed by the foreign partner. The company has so far successfully
completed over 400 projects in the last 20 years all over the world, including the U.S. (e.g. Shell),
Europe, Japan and Australia. It is my honor to stand here to present to you in this hearing, and I am
attend this hearing today to share with you my understanding on this industry and reflection upon the
current investigations.

Given to the time limit, I will highlight three points as followed:
A. My understanding of the FSS industry

From my perspective, FSS is a labor-intensive manufacturing product for buildings,
infrastructure, oil and gas, petrochemical, electric power, mining and other fields. Most parts and
components in a typical project are hand-made by massive blue collar workers as they are project,
owner and application specific. There are few standard requirements and therefore every piece
requires customer tailored, with various categories and differences in volume, length and shape. In
my experience over the last 30 years, I come to the conclusion that good supply of FSS products
depends on at least 3 elements as following:

e TLarge number of skilled and hardworking blue collar workers, experienced professional
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engineers (such as assembling and welding workers) and project management personnel.
e Sufficient supply of raw material, components and fabrication chain to meet various,
changing and sometimes immediate demand; and

»  Good infrastructure including port and transportation for large cargos.
B. Transfer of global chain and Chinese industry

The earliest high-rise buildings for civil and industrial use in China were constructed in the city
of Shanghai and Shenzhen in 1980s whose FSS components were inﬂported from Japan. In 1980s,
Japanese annual steel output reached more than 100 million metric tons, reaching to the height as a
global center. However, Japan was too expensive and not welcomed by the environment protection
and safety concerns, and gradually the whole industry was moved to South Korea, and then to China
starting from 2000.

From the perspective global supply chain, FSS production has been moved from developed
countries into China over the past 40 years, which is inevitable due to the industry specific or general
reasons such as rising labor cost, environment and safety risk. Now, China has accumulated the
advantages for FSS production and is one of the global centers for this industry. Having said that the
above, I would like to remind you that China only exported a small portion (less than 10%) of its
production to rest of the world. In the meantime, China has abundant and cheap labor, experienced
and hard-working technicians, convenient transportation, and complete infrastructure facilities, thus
the total cost is low. Regarding the output and the product variety, China’s steel ihdustry has
developed a complete and irreplaceable supply chain, though low-end and labor-intensive, which not
only meets the needs of domestic market of China, but also is a beneficial supplement to the developed

countries’ markets.

As far as I know, there are more than 3,100 FSS producers in China in 2018, mostly focusing on
Chinese market (export accounted for only 7.36% of its total production). I have also learned that
among the 63 Chinese FSS producers who were certified by AISC in China, less a dozen have ever

made shipment to the US market. Why? U.S. customers are picky, setting higher and strict
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requirements for product quality, delivery and payment. In another word, most of the AISC certified
companies did not have a record of shipment to the U.S. at all.

Shanghai Matsuo is one of the few compaunies specializing in overseas projects in China. It was
founded in 1996 as a whole foreign (Japanese) owned company from 1997 to 2005, during which the
annual output was 50,000 tons, exclusively for Japanese projects. Between 2006 and 2019, Shanghai
Matsuo became a Sino-Japan joint venture and its production capacity was increased. However, we

are not prioritizing the U.S. market (U.S shipment accounted for only 15% at the peak time).
C. US market and global supply chain

We note that demand for FSS products in the U.S.is growing and is far beyond the U.S.
domestic supply. With the U.S. economy booming, there is a stronger demand in FSS products which
will no doubt invite more import. So, the U.S. inevitably needs to import steel structures from the
overseas. As for me, FSS product from China is a good supplemental to the U.S. industry. Imagine
that the U.S. imposes high duty on such product, will the production even come back to the U.S.? I
don’t think so.

There is another point worth mentioning. As some of you may know, FSS product/component is
just part of large projects, and cost of which is a small element in consideration of the whole project.
For project owner, general contractor or any other stakeholder’s sake, timely delivery of high quality
products is more important than anything else. Please try to think of a case when supply of FSS
components are delayed while everything else is prepared in the field. How much loss would it
produce? I could hardly imagine.

Inearly 2019, Shanghai Matsuo successfully won 3 bids for U.S. projects. However, the initiation
of AD and CVD investigations caused immediate freeze to these projects. Up to now, my customers
told me that they have been looking for qualified suppliers in Asia and Middle East to substitute, but
found none yet. The reasons are various, but I would like to share one of them to you: a Vietnamese
company committed to fulfill the order, but there is no way for them to hire a functional large trucks
to the port, again if they were able to product good products and make them available for shipment
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on time!
Summary

As a conclusion, I would like to say:

v" FSS industry requires raw material, workers, production management and comprehensive
transportation conditions;

v" Industry transfer is inevitable around the world;

V" Chinese FSS industry is a good supplement to the U.S. economy. It helps project owners and
contractors save the cost, improve the quality of a project and helps them better manage a
project; and .

v Ifthe U.S. government is to eventually shut down the door to source Chinese FSS products,
this industry will not come back to the U.S.;

v" In the short run, there is no good substitute to fill the gap if Chinese products are out of the
market, and it will cause significant increase of cost and pain to U.S. stakeholders from
project owners to contractors.

We have built a long-term relationship with Bechtel, an American engineering and construction
company with a history of more than 100 years in fulfilling the few U.S. projects. Since the 1990s,
Bechtel has purchased a large quantity of FSS products for its core suppliers in China and fortunately
Shanghai Matsuo was one of them. Since 2006, we have cooperated more than 10 big projects (3 of
which are located in the U.S.). My good friend, Mr. Frank Elliott, then purchase manager of Bechtel
Shanghai office, who had worked in China for many years told me repeatedly: key vendors to Bechtel
are the precious wealth of Bechtel as it is similarly important for Bechtel to find and strengthen its
relationship with a trustful partner, therefore there is a policy in Bechtel that it will not let its key
vendors down, but will ensure their interest and profit for the sake of Bechtel’s long term interest. Mr.
Elliott passed away years ago, which made me sad for a long period, however, his view and passion
in this industry and his word comes to me from time to time. If Mr. Elliott were still alive and presents

here, I believe he will never understand the measures taken and to be taken by his government, and

would not accept such results.
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I am close to 60 years old, ready to enjoy my retirement life soon. However, the current
investigations made my life harder. It is hard for me to understand, and I had decided to suspend my
retirement as I could not leave with a peaceful heart. Upon consultation with my lawyer, | decided to
do something which may be helpful to hundreds of employers at Shanghai Matsuo (who have been
leaving their hometown and working in suburb of Shanghai for decades), to the industry, and my dear
customers and friends in the U.S. Because of this, [ left my family on the first day of Chinese New
Year, and come all the way here, Washington DC, to share my thoughts sincerely with you. I really
hope this will help you to make a final and fair decision.

Thank you! By the way, this year is Chinese Lunar Year of the Rat, and today is the fourth day

of Chinese New Year. Here, I would like to give best wishes to you all in the New Year.
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Testimony of Maggie Zhao
Business Development Account Manager, Wison Petrochemicals (NA), LLC

Dear Comimissioners:

My name is Maggie Zhao, from Wison in Houston, Texas. I’ve been with Wison for 4
years. My role is in business development and sales. I graduated from University of
Houston with a bachelors in Geology and from LSU with a masters in Geology and
Petroleum Engineering.

Wison has been selling modules to the US since 2017. Our modules combine piping,
valves, and other loose pieces into a whole steel structure — which greatly decrease the
onsite construction schedule and cost. Therefore, our product is much more complicated
than just the FSS.

Wison has been successful in delivering these projects because of our engineering,
procurement and fabrication capabilities. We were able to engineer more loose
components into the modules to achieve the most cost-effective onsite construction.

e Since 2017, we’ve already completed 4 projects for Formosa and participated in
biddings to companies such as Exxon and Air Products.

e Our fabrication yard in China faces international water, which simplifies the sea
freight process. Once the modules arrive in Port of Calhoun for the Formosa
project, it’s only about 6 miles to the project site.

e Our modular concept is not feasible if the project requires lengthy in-land
transportation. Such transportation limits the size of the module that can be built,
which greatly restricts the quantity of loose pieces that could be incorporated.

e Our biggest project is EG-2, an ethylene glycol unit that is mainly used as a raw
material to make polyester fibers and antifreeze. The overall contract value is $356
million dollars. The modules fabricated in China are less than 10% of it. Most of
the cost occurs at the US construction job site for equipment installation, welding,
insulation, and other labor-intensive activities.

Therefore, our modules are not purchased based on the FSS price, rather, they are
purchased based on efficiency and cost saving characteristics at US construction sites.
Thank you.
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