CRRC and Its Encroachment Into the United States’ Rail Market

CRRC Advancing PRC, CPC Interests in the United States

CRRC is being used as a way to advancing the China’s communist party interests in the United States. China
Railway Rolling Stock Corporation (CRRC) is a key People’s Republic of China (PRC) state-owned enterprise (SOE) whose
business interests are closely aligned if not indistinguishable from the PRC government’s and the Communist Party of
China’s (CPC) priorities, including gaining an edge in critical emerging technologies as well as in military capabilities
against the United States.

e Like other SOEs, it is managed by the PRC State Council’s State-Owned Assets Supervision and Administration
Commission (SASAC).!

e SOE’s are obliged to support Beijing’s objectives and security apparatuses, as prescribed by the PRC Company
Law of 1993 (revised 2013),2 the PRC Counter-espionage Law of 2014, The PRC National Security Law of 2015,3
and the PRC Cybersecurity Law of 2017.*

e As Beijing’s key rail equipment entity, it is mandated by the PRC’s “Made in China 2025” plan to make China the
leading domestic and global provider of high-end rail equipment and systems.®

e CRRCreceives PRC government subsidies and preferential access to state bank financing. For instance, CRRC in
the 6 months ended on June 2018 received almost RMB 370 million (about USD 55.9 million using 30 June 2018
exchange rate) in “government grants,” one way SOE’s are subsidized by Beijing.®

Like other SOE’s, top CRRC executives are vetted by CPC leaders and are dual-hatted. In fact, CRRC as of 2018 appears to
have further codified the CPC’s leadership over not just the company’s political but also its business affairs.

e CRRCtook a step further in 2018 when it amended its Articles of Association to give the CPC “the role of
leadership core and political core in the company.”” Notably, Article 14, which previously made no reference to
the CPC, was amended so that “the Party organization plays the role of the leadership core and political core in
the Company.”® This change requires CRRC to improve its abilities to fund and staff CPC organs within the
Company.
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e The Chairman of the Board, Liu Hualong is also the company’s CPC Party Secretary.®

e CRRC has 110 party committees at all levels of the company, with a total of 85,306 CPC Party members,
according to the “Overview of Party Building Work” of CRRC’ s website.'® The website boasts that the
company has been a leader in implementing CPC Party guidance since 2001.

CRRC is actively implementing the PRC’s “Military-Civil Fusion” (MCF) strategy, which seeks to more effectively and
efficiently integrate both civilian and military-industrial economic resources to benefit the People’s Liberation Army
(PLA).

e CRRC Zhuzhou Times Electric’s 2008 acquisition of UK-based Dynex Semiconductor!! allowed for the successfully

manufacturing of IGBT chips in China, which are now being used to support advances in the PLA’s programs.12 13
14

CRRC has a history of underbidding on contracts in the United States, thus hurting U.S. domestic industries as well as
other international players in the railway and rolling stock supply chain. CRRC has also struggled with quality control
issues in the past.

e Forinstance, Singapore transport operator SMRT Corporation in 2016 discovered that the metro trains it had
purchased from CRRC Qingdao Sifang Locomotive had been shipped with cracks in the structure connecting the
car body to the tracks; the company returned the trains to China to be fixed.*® Notably, CRRC Sifang is the parent
company of Chicago-based CRRC Sifang America, which built and currently operates a $100 million facility in the
southeast side of Chicago.'®
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