Transcript, Buy America Hearing

—Bob Luffy, President and CEO of American Bridge Company, before the U.S. House Subcommittee of Highways and Transit, April 24, 2007

MR. LUFFY: Thank you,
Chairman DeFazio and
Members of the Subcommittee.
Thank you for inviting me here
today.

| first want to apologize for
not having written comments.
| got word of this while | was
overseas in China visiting some
of the facilities that Chairman
Oberstar talked about and just
got back into town Monday. So
| have been out and have not had an opportunity to give written
documentation. But | will provide it afterward, naturally.

I would like to tell you that | am President and CEQ of
American Bridge Company. We have been building steel bridges
around the world, particularly in the United States, for over 140
years. We are a heavy civil contractor and there is probably not
a major bridge to be built anywhere in the world today, with
the exception of the Far East, that we would not be in pursuit
of the project. We currently are the lead in two contracts on
the Woodrow Wilson Bridge, two main crossings, we are the
contractor there. And we are the lead of the joint venture that
has the SAS project that was the subject of questions here with
the last group.

So | have, | think, the facts on many of your questions,
and | am going to cut my comments short, so that you have
the opportunity to ask me whatever. | do want to say that we
as a company are pretty unique. We not only are a large civil
contractor bridge builder, but we are a steel fabricator. We
have facilities in Western Pennsylvania, in Pittsburgh, also
in Reedsport, Oregon. So we support, in a large way, Buy
America, and applaud the efforts of Congressman Baird and
Congressman Altmire.

But | can tell you, and | can go into detail, that is not
enough. This has been in effect for over 20 years now. | have
been in this business 35 or 40 years, and | can tell you that the
steel fabrication capability in the United States has deteriorated
over the last 20 years. It has not gotten stronger. It probably
would not exist were it not for Buy America. But still today,
bridges without Federal money or, | don’t even understand how
this works, bridges by the Corps or the Coast Guard are open
to Buy America, or are not subject to Buy America. In fact, we
just completed a Florida Avenue bridge down in the Port of New
Orleans for the Coast Guard, and that steel went to a foreign
provider.

Huey P. Long Bridge, it will be a $60 million to $100
million steel contract. It is bidding in June in New Orleans. It will
definitely go to a foreign steel fabricator.

This is not an issue often of dollars. Ultimately it is, but
until the issues of capacity and capability in guarantees are
addressed, you won't be changing much. This is where the
problem lies. The SAS project that everybody got into, and
you were tied up over this $400 million difference, | put those
numbers together personally, so | can tell you exactly how
they were arrived at, was not an issue of the steel being more
expensive. It was the issue of nobody in the United States could
do the job. The capacity is not here. It could simply not be
done. There is a requirement by the law that you cannot bid the
foreign price unless you bid the domestic price when you bid the
contract like that both ways.

So we had to ourselves bid the domestic end of that
job. We would not normally have gone after that job. And that
difference in price reflects the investment in the infrastructure
we would have to have made in order to drastically expand our
facilities, to hire and train people and the liquidated damages
that would have been necessary, because we would have been
late. There is no way we could have done the job on time.

And nobody else in the United States was interested in the job
because of the constraints of the project itself.

Any major project that requires a fast delivery, you are
going to have this problem, whether you have Federal money
in it or not. There is not capacity. The largest steel fabricating
facility in the United States for bridges, | don’t know if Conn
Abnee is still in the room, but | am guessing, because | know
the industry so well, is probably 300 or 400 people on the floor
working. | was in a facility that is going to fabricate the steel for
the Oakland Bay Bridge all last week. They have 32,000 people
in that facility. It is not even a contest. It is not even a contest.

Anyway, we are in support of Buy America. We would like
to see it a lot more strongly enforced. There is some ambiguity,
obviously, and that needs to be straightened out. It should apply
to the whole project.

The details of a job will require that the job be broken
into various segments, just so they can be bid and make more
competition and therefore a better price to the State or the
letting agency. But you have to look at the Buy America provision
across the whole project, and that can still be done.

So | will cut my comments off there. | really appreciate
being here. I have a lot of first-hand knowledge to this particular
issue and | will answer any questions you have. Thank you.
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Bay Bridge Steel Fabrication Facts

A GLOBAL EFFORT FOR A WORLD-CLASS BRIDGE

The 2.2 mile long East Span of the Bay Bridge serves almost 300,000
vehicles each day and is situated between two major seismic faults. After
the Loma Prieta earthquake severely damaged the bridge in 1989, plans
were made to replace it. In 2013, the new Bay Bridge will be delivered
into public service. Responsible replacement of one of the world’s busiest
bridges — designed to withstand the largest earthquake to occur in the
next 1,500 years — required a global approach. However, when it opens,
the new bridge will be an overwhelmingly American story.

¢ More than 75 percent of the permanent steel in the new bridge
is American made.

¢ |n the United States, fabrication took place in more than
30 locations.

e |n California, fabrication took place in more than ten locations.
e Al work on site is performed by U.S. labor.

e Most of the international steel fabrication is involved in the Self-
Anchored Suspension Span (SAS) of the new bridge. The SAS is
a one-half-mile-long piece of the 2.2 mile-long new bridge. Steel
fabrication for the SAS was performed at several sites around the
world, including China, England, Japan, South Korea and the
United States.

BUY AMERICA

The main span contract (the SAS) involves a huge amount of complex
steel fabrication work. It includes almost 1 million individual welds. The
main span contract was first put out to bid in 2004. Federal funds were
potentially involved in the contract so the requirements of federal Buy
America law did apply. One bid was received from American Bridge/
Fluor (ABF), with a price of $1.8 billion using a domestic steel fabricator
(American Bridge proposed using its own steel fabrication facility) and a
price of $1.4 billion using a foreign steel fabricator. Under Buy America
law, the contract would have been exempt from using domestic steel as
the price of domestic steel was more than 25 percent higher than the
price of foreign steel. Buy America would NOT have resulted in the
work being done in the U.S. The contract was not awarded as the low
bid of $1.4 billion exceeded the available project budget.

CONTRACT AWARDED

Additional state and local funds were identified and the contract was
put out to bid again in 2005. No federal funds would be used, so Buy
America did not apply. Two bids were received, both proposing use of
foreign steel. ABF was the low bidder — proposing Shanghai-based
Zhenhua Port Machinery Company (ZPMC) for fabrication of the
permanent tower and deck — and was awarded the $1.4 billion contract.
ABF received no proposals from U.S. fabricators for this work and was
only able to submit a bid in 2004 because American Bridge proposed
using its own domestic facility to fabricate the steel, and did so knowing
that their domestic facility could not complete the work on time.

(see page 4).

A RACE AGAINST TIME

The original bridge is vulnerable to collapse in the next — and long overdue
— major earthquake. ZPMC fabricated 50 permanent SAS segments in
less than five years. In comparison, two similar permanent steel deck
segments fabricated domestically for the Bay Bridge’s Skyway took two
years to complete using nearly all of the fabricator’s capacity, indicating
that it would take a similar U.S. fabricator 50 years to complete the
permanent SAS work. If the work was reasonably distributed among the
largest U.S. fabricators, it would take 10 to12 years at best to complete,
resulting in 5 to 7 more years of significant seismic risk to the people who
use the Bay Bridge and to the economy and jobs of the region.

FABRICATION CAPACITY

ZPMC has extensive plant, labor and equipment capacity, with 3 million
square feet of fabrication bays, 3 million square feet of open engineered
assembly space, four floating cranes with lifting capacity ranging from
1,000 to 4,000 metric tons, a fleet of specialty ships that can deliver
fabricated steel throughout the world and a staff of about 30,000. Few
facilities in the world can rival this capacity. U.S. steel fabricators perform
excellent work, but there are no facilities in the U.S. that are even
remotely close to this capacity.

The capacity issue is not new. It is the result of decades of changes in the
global steel fabrication market, and using an international fabricator is not
unique to the Bay Bridge. New capacity does not come online overnight.

It takes time in this country to build new facilities. It takes time to attract
and train skilled workers — even in our current economic situation.

Where Have All the Welders Gone?
Wall Street Journal, August 15, 2006
http://tinyurl.com/6qy6osh

Help Wanted: In Unexpected Twist, Some Skilled Jobs Go Begging
Wall Street Journal, November 26, 2011

http://tinyurl.com/792sume

COST SAVINGS

The cost difference between domestic and foreign steel for the SAS is at
least $400 million, based on the 2004 bid. Even with the added costs of
overseeing the fabrication in China, the likely savings are still in the range
of $380 million.

QUALITY ASSURANGE

The Bay Bridge is being built to the highest standards. ZPMC is a global
provider of steel and was awarded certification by the American Institute
of Steel Construction (AISC). ZPMC used nearly 300 inspectors for

this project. ABF and Caltrans also maintained a significant inspection
presence in China with another 300 inspectors, including a group of
full-time senior State engineers, providing quality control and quality
assurance.
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