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Obama Off icials Oppose NDAA Satellite Condit ions

Now that the 2013 National Defense Authorization Act (NDAA) has moved to the Senate from
the House with an amendment allowing the liberalization of controls on commercial satellites,
Obama administration officials are scrambling to make sure the final legislation doesn’t hamper
the export control reform initiative.  “The bad news is that the same amendment included
unacceptable restrictions on the president’s authority to conduct foreign policy and additional
export control-related requirements that could cripple the entire export control reform initiative,
including ironically the proposed transfer of satellites; in essence, in its current form, giving
with one hand and taking away with the other,” Bureau of Industry and Security (BIS) Under
Secretary Eric Hirschhorn told an American Conference Institute (ACI) forum May 23.

 “As the NDAA works its way through the remainder of the legislative process, the
administration will be working very hard to ensure that what comes out at the end
and comes to the president’s desk in the fall is an acceptable set of provisions
that includes satellite jurisdiction authority but also does not include crippling or
potentially crippling amendments,” Hirschhorn said (see WTTL, May 21, page 5).

Industry groups hailed the amendment in the House NDAA bill but acknowledged there’s work
to be done to make it right.  “The passage of a satellite export control reform provision by the
House of Representatives is a vital step for the U.S. satellite industry,” said Patricia Cooper,
president of the Satellite Industry Association (SIA) in a statement May 18. “SIA is committed
to working with the House, Senate, and administration to perfect this provision,” she said. 
Meanwhile, Sen. Michael Bennet (D-Colo.) May 22 introduced a bill (S. 3211) that parallels
one (H.R. 3288) sponsored in the House by Rep. Howard Berman (D-Calif.).  Bennet said he
based his measure on the recommendations in the Section 1248 report that State and Defense
issued in April on satellite controls.

Export  Credit  Talks Are “Tall Order, ” Hochberg Says

As President Obama was set to sign into law the reauthorization of the Export-Import Bank,
Fred Hochberg, its president and chairman, admitted it will be “a tall order” to get other coun-
tries into the negotiations that Congress called for in the legislation to eliminate subsidized
export financing, particularly for commercial aircraft.  In an exclusive interview with WTTL, 
Hochberg said “there are two very strong market forces that are pushing in the other direction.” 
One is the drive of countries to increase exports to create jobs and the other is the effort of
banks to deleverage and add to their capital by making fewer loans on their own.  The Ex-Im 
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legislation (H.R. 2072), which was on the president’s desk at press time, requires the Treasury
secretary to “initiate and pursue” negotiations with Organization for Economic Cooperation and
Development (OECD) members and non-members with the goal of eliminating subsidized export
financing in general and specifically for aircraft that are subject to the OECD Sector
Understanding on Export Credits for Civil Aircraft (ASU) (see WTTL, May 21, page 6).

“That’s been a U.S. government policy” and the goal of the last ASU update in
2011, Hochberg told WTTL.  “It’s in the legislation and also something the
administration wants to do,” he said.  

In ASU talks, the U.S. tried to raise fees closer to market rates and eliminate financing for
investment-grade airlines in high income countries.  “When we did that in 2009 and 2010, we
were largely rebuffed by other members – the Airbus countries in Europe, the Brazilians and
the Canadians,” Hochberg said.  “I think it may be a slightly uphill battle.  It certainly is not
something everyone is cottoning up to,” he added.

The impact of the 2011 ASU isn’t being felt yet because of “grandfather” clauses in the accord,
he explained.  The new restraints on aircraft aid go into full force after Jan. 1, 2013.  Planes
delivered before December 2012 don’t have to meet the new conditions.  Those changes might
meet some of the concerns of some lawmakers, he suggested.  “The full impact is only being
felt by aircraft making orders now for delivery beyond December,” Hochberg told WTTL.

The effort to get non-OECD countries such as China, Brazil and India into such talks is also a
problem because of the lack of transparency in their financing programs.  The U.S. and China
launched bilateral talks on export financing following the visit of Chinese Vice President Xi
Jinping to Washington in February.  “A discussion has begun.  We sent two teams to China and
the next step is to have them come and probably meet with other European and members of the
G-20 some time over the summer or early fall,” Hochberg reported.

Meanwhile, Hochberg said he doesn’t expect Ex-Im financing, which has more than doubled in
the last three years, to return to pre-2008 levels.  In addition to the increase in U.S. exports
since 2009, “more exports are going to emerging markets, which is always a challenge,” he
said.  Also, “as banks deleverage, it is hard to get capital, and certainly long-term capital,” he
added.  It is hard to get banks to go out more than five or seven years, Hochberg noted.  “There
has been much more deleveraging in Europe than here and European banks are very major
players in export financing,” he stated.  “I don’t think aircraft will go back to levels we had
pre-2008; there is a lot of infrastructure going on and we are exporting at a higher level than
we did in 2009.  Put that all together and I don’t see the demand for us reducing,” he said.

U.S.  Is Reluctant  Bride for FTA w ith EU,  Kirk Indicates

The U.S. and European Union (EU) are moving toward an agreement to start talks aimed at
reducing barriers in their trans-Atlantic trade, but the Obama administration is still being
cautious in saying such talks would be aimed at a full free trade agreement (FTA).  There are
suggestions that there may be equal resistance among members of the EU’s trade commission. 
In a speech May 22 in London, U.S. Trade Representative (USTR) Ron Kirk stopped short of
committing the U.S. to talks on an FTA.  “We have agreed to be both ambitious and realistic as
we establish our negotiating parameters and goals,” he said.

Kirk and EU Trade Commissioner Karel De Gucht head a High-Level Working
Group on Jobs and Growth that President Obama and EU leaders created in
November (see WTTL, Dec. 5, page 3).  The group was told to provide an interim
report on its work by June and a full report by the end of 2012 on all options for
increasing U.S. and EU economic growth, jobs and international competitiveness. 

While there are some sectors where U.S. and European industries are highly integrated, the
prospects for a broad bilateral trade deal remain uncertain because of large differences over 



M ay 2 8 ,  2 01 2               Washington Tarif f  & Trade Letter                  Page 3

such issues as agriculture, non-tariff barriers and health. “Right now, American and European
teams are working together to examine a wide range of possibilities, including: eliminating
conventional barriers to trade in goods, such as tariffs and tariff-rate quotas; reducing barriers
to trade in services, and to trans-Atlantic investment; promoting regulatory approaches that
facilitate trade; reducing, eliminating, or preventing in the first place behind-the-border barriers
to trade in all categories; and developing rules and principles on other global issues that are of
common concern,” Kirk reported. 

“From the U.S. perspective, an ambitious trans-Atlantic negotiation – were we to
pursue that course – would need to achieve full liberalization of market access for
all categories of goods, and expand trans-Atlantic flows of services and invest-
ment,” he added. “The United States also believes an ambitious approach should
identify new approaches to non-tariff barriers,” he stated. 

“The United States understands the need for realism in any comprehensive negotiation,” Kirk
continued.  “Priority market access and other goals of one side often collide with acute
domestic sensitivities or statutory limitations of the other side. Many in Europe have already
voiced support for a comprehensive free trade agreement pursued as a single undertaking. While
the United States agrees that this approach presents many exciting opportunities, we want to
ensure that its outcomes could be at least as broad and ambitious as those contained in existing
U.S. trade agreements,” he said. 

Labor to Review  Worker Rights V iolat ions in Honduras

Labor’s Office of Trade and Labor Affairs (OTLA) will review charges the AFL-CIO and 27
Honduran worker organizations made against Honduras for violating the labor chapter of the
Dominican Republic-Central America-U.S. Free Trade Agreement (CAFTA-DR), the agency said
in the Federal Register May 14.  The office will investigate allegations that Honduras has
denied workers in the apparel and auto sectors, in agriculture plantations and in enterprises at
the Port of Cortez their rights under Honduran labor laws, the announcement said.

OTLA will examine whether workers have been denied the freedom of associa-
tion, the right to organize and bargain collectively, as well as child labor and
unacceptable work conditions. “The submitters also allege the GOH is in violation
of the CAFTA-DR due to recently passed legislation which weakens workers
rights and on-going deficiencies in its laws and legal system,” the notice stated.

M ore Export  Rules Before Summer,  Hirschhorn Promises

Although previous predictions haven’t panned out on when agencies would publish rules to
implement the Obama administration’s export control reform initiative, BIS Under Secretary
Eric Hirschhorn claimed they are making very good progress toward issuing proposals that can
be adopted without congressional legislation.  In addition to the May 18 proposals dealing with
Category XIII (materials and miscellaneous articles) on the U.S. Munitions List (USML), State
and BIS expect in the next two weeks to issue proposals on Category IX (military training
services and equipment) and X (protective personnel equipment and shelters), Hirschhorn told
an American Conference Institute conference May 23 (see WTTL, May 21, page 3). 

In addition, Hirschhorn said a transition rule that will address what to do about products moved
to the Commerce Control List from the USML should be ready in two to four weeks.  “There will
be significant grandfathering periods.  We are aware of the need to redo long lists of products
and long list of technologies.” Hirschhorn said.  He also said he hoped to propose another
definition of “specially designed” in the next two to four weeks.  “We think we’ve finally got it.
It’s interesting: the rule is very short, but the explanation is very long,” he noted.  Hirschhorn 
highlighted BIS plans for increasing enforcement for products moved to the jurisdiction of the
Export Administration Regulations (EAR).  “The flexibility of the EAR, the availability of 
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STA [License Exception Strategic Trade Authorization] does not bespeak a lack of accountability
for exporters,” he said. “If we are going to give you a better system, we do expect you to work
with us to cooperate to help ensure compliance.  And we’re going to be, in many ways, nastier
than we have been in the past if we don’t get compliance,” Hirschhorn warned.  He also under-
scored the difference between individuals who make honest mistakes and those who willfully
violate export laws.  “It is important to distinguish between ‘oops’ and ‘screw you,’” he said. 
“If people are going to be wise guys, we’re going to treat them accordingly,” he added.

*  *  *  Briefs *  *  *

C H IN A : T reasury M ay 2 5  re leased  sem iannua l  repo r t  to  C o ngress  o n  in te rna tio na l  eco no m ic  and  exchange
ra te  p o lic ies  and  aga in  d ec l ined  to  nam e C hina  cur rency m anip u la to r .   “B ased  o n  the  ap p rec ia t io n  of  the
R M B  agains t  the  do l lar  s inc e  June  20 1 0 ,  the  ba lance  o f  paym ents  ad justm ent  ev idenced  in  the  dec l ine  in
C hina 's  cur ren t acco unt  surp lus,  and  C hina 's  co m m itm ents  in  the  G -2 0  and  S& E D  tha t  i t  wil l  m o ve  m o re
rap id ly to  a  m o re  m arke t-de te rm ined  exchange  ra te  system , T reasury has  co nc lud ed  tha t  the  s tand ard s iden t i -
f ied  in  S ec t ion  30 0 4  o f  the  A c t  during  the  pe r io d  co vered  in  this  R ep o rt  have  no t  been  m et  with  re sp ec t  to
C h ina ,”  re p o rt  no te d .

B O LIV IA : B o l iv ia -U .S .  B ila te ra l  Investmen t T rea ty wil l  te rmina te  June  10 ,  U ST R  and  S ta te  sa id  in  Fede ra l
R egiste r  M ay 2 3 .   B IT  wil l  co ntinue  to  ap p ly fo r  1 0  m ore  yea rs  to  a l l  co vered  investm ents  ex is t ing  a t  t im e
o f  te rm ina t ion ,  they no ted .   B o l ivia  no t i fied  U .S .  on  June  10 ,  20 1 1 ,  tha t  i t  wa s te rm ina t ing  t rea ty.

E X P O R T  E N FO R C E M E N T : Q iang  H u,  aka  Jo hnso n  H u,  C hinese  na t io na l  and  sa les  m anager  a t  M K S
Instrum ents  Shangha i ,  L td . ,  was a rrested  M ay 23  in  N o rth  A nd o ver ,  M ass. ,  fo r  a l leged ly sup p lying  U .S .-
o r ig in  p re ssu re  transduce rs  to  end-use rs  in  Ch ina  withou t l icense .   H e  was  cha rged  in  B os ton  U .S .  D is tr ic t
C o u rt  with  co nsp ira cy to  v io la te  E A R  a nd  IE E P A . M K S  is  no t  ta rge t o f inve st iga tio n ,  Jus t ic e  sa id .

M O R E  E X P O R T  E N FO R C E M E N T : M arkos  B aghdasa r ian , p res iden t o f  D e lfin  G roup  U SA , Russian -owned
p ro d uc er  o f syn the tic  m o to r  o ils  in  N o r th  C h ar le sto n ,  S .C . ,  wa s a r re ste d  M a y 1 9  and  cha rge d  in  S .C .  U .S .
D is tr ic t  Co urt  w ith  expor ting  avia tion  eng ine  o i ls  and  po lymer  va lued  a t  $85 0 ,00 0  to  I ran  withou t requ ired
T rea sury  l ice nses  and  wi th  m ak ing  fa lse  s ta tem en ts  on  o ffic ia l  go ve rnm ent do cum en ts .

FC P A : Jean  R ene  D up erva l ,  ex-d irec to r  o f  in te rna tio na l  re la t io ns  fo r  T e leco m m unica t io ns  D ’H ait i  S .A .M .
(H ait i  T e leco ) ,  was sen tenced  M ay 21  in  M iam i U .S .  D istr ic t  Co urt  to  nine  yea rs  in  p r iso n  fo r  schem e to
launde r  b r ibes  pa id  to  h im b y two  M iami te lecomm unica tions firms  (see  W T T L ,  M arch  19 ,  pa ge  4 ) .

O FA C : G enes is  A sse t  M anagers ,  LL P  (G A M  U S)  M ay 2 1  agreed  to  pa y $1 1 2 ,5 0 0  to  se t t le  o ne  O FA C  charge
o f v io la t ing  I ran ian  T ransac t io ns  R egula t io ns  in  A ugus t 20 0 7 .  Lo nd o n-b ased  subs id ia ry G enes is  Investm ent
M anagem ent  LLP  (G IM  U K ) a l leged ly purchased  ap p ro x imate ly $3  m il lion  in  sha re s  o f  F irs t  P e rs ian  E q ui ty
Fund ,  C aym an Is land s co m p any tha t  invests  exc lus ive ly in  I ra n ian  securi t ies .  

E X P O R T IN G : O bam a  adm in is tra tion ’s  focus on  sma ll  and  m ed ium-size  en te rp r ise s  a s  pa r t  o f  i ts  N a tiona l
E xp o r t  In i t ia t ive  m ay b e  m isp lac ed ,  new W o rld  B ank d atab ase  sugges ts .    N ew  E xp o r ter  D ynam ics  D atab ase
launched  M ay 2 4  sho ws large  co m p an ies  d o m ina te  exp o r t  m arkets  in  d evelop ing  and  develop ed  co un tr ies ,
with  to p  1%  of ten  acco unting  fo r  mo re  than  ha lf  –  and  so m etim es  near ly  80 %  –  o f to ta l  exp o r ts .   “E xp an-
s io ns  in  the  a ve ra ge  s iz e  o f exp o r te rs  a re  typ ic a l ly  m o re  im p o r ta nt  tha n the  a d d it io n  o f ne w exp o r te rs  fo r
exp o rt  g ro wth in  the  sho rt  run ,”  da ta  sho w. 

A R G E N T IN A : E U  asked  A rgentina  fo r  W T O  co nsu lta t io ns  o n  co m p la in ts  aga ins t B ueno s  A ires  im p o r t
re s tr ic t ions  tha t have  d rawn  cr i t ic ism from  o the r  W T O  memb ers  a s  we ll  (see  W T T L ,  A p r il  2 ,  page  4 ) .

A LL  IN  T H E  FA M ILY : O vera ll ,  40 .5 %  of  a l l  exp o r ts  and  im p o r ts  go  to  re la ted  pa r ties ,  inc lud ing  fo re ign
subsid ia r ie s  and  pa rents ,  Census repor ted  M ay 10  in  annua l repor t .   O f expo r ts ,  28 .9%  went to  such
co ncerns ,  wh ile  4 8 .3%  o f co nsum p tio n imp o r ts  cam e to  re la ted  bus inesses .

M IS C E L L A N E O U S  T A R I FF  B IL L : S ena te  F ina nc e  C o m m itte e  C h airm a n M a x B a uc us  (D -M o nt.)  M a y 2 5
o p ened  pe nd ing  M T B  m easures fo r  pub lic  co m m ent.   C o m m ents  wil l  be  accep ted  th rough  June  2 2 .   T ex ts  and
desc r ip t ions  fo r  792  M T B s tha t have  been  in trod uced  in  Sena te  a re  ava ilab le  on  F inance  website .

B R A ZIL: Co untry’s  agr icu ltu re  sec to r  has  g rown  rap id ly due  to  land  expansion ,  na tu ra l  re sources and  h ighe r
yie lds ,  bu t  comp e ti t ion  hasn ’t  hur t  U .S .  expo r ts  because  o f g rowing g lob a l marke t fo r  foo d ,  IT C  says  in  M ay
2 5  repo r t ,  “C o m p eti t ive  Fa c to rs  in  B raz il  A ffec t ing  U .S .  and  B raz il ian  A gr icu l tu ra l  Sa les  in  Se lec ted  T hird
C o untry M arke ts”  (U SIT C  P ub lica t ion  43 1 0 ) .  I t  a lso  c i tes  lim its  to  g rowth  o f B raz il ian  fa rm  sec to r .
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