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Sherman Suggests Export  Controls “at the Factory Gate”

At a July 9 hearing on the lapsed Export Administration Act (EAA), Rep. Brad Sherman (D-
Calif.) said a renewed statute should decontrol some items but also impose new controls “at the
factory gate” on other items even in the domestic market because of their sensitivity.  Sherman,
who chairs the House Foreign Affairs Committee’s subcommittee on terrorism, nonproliferation
and trade, suggested the possible change to the EAA to address a Government Accountability
Office (GAO) investigation which found it easy to buy many controlled dual-use and defense
items domestically and export them without licenses (see WTTL, June 8, page 1).

“When you’ve got the GAO proving that they can ship these trigger spark gaps
abroad; when you have Taliban wearing the exact protective patches we are
supposed to put on our uniforms, then you ought to change things,” Sherman told
WTTL after the hearing.  He said he wants to “control fewer things but to control
them a lot better.”

At the start of the hearing, Sherman said the session was intended to be the first step toward
EAA reauthorization.  He said he intends to introduce two bills.  The first is another version of
one he introduced last year to renew the Bureau of Industry and Security’s (BIS) law enforce-
ment powers, require a link between BIS license information and the Automated Export System
(AES) and to authorize new controls on countries that are transshipment hubs for diversion.
The second one “will aim for something comprehensive with a goal of rationalizing that which
has to be controlled at the factory gate and that which has to be controlled when exported and
that which should not be controlled at all,” Sherman told WTTL.  He said his goal was to
introduce a bill in the “winter”, which could mean late this year or early in 2010. 

The hearing heard testimony from Owen Herrnstadt of the Machinist and Aerospace Workers
union who criticized the use of offsets in foreign defense sales and said the EAA should
include provisions that would require an assessment of an export’s impact on employment in
the U.S.  Arthur Shulman of the Wisconsin Project on Nuclear Arms Control urged Congress to
require the administration to conduct a complete review of current dual-use exports controls. 

World Leaders Call for Finishing Doha in 20 1 0

Another summit.  Another declaration on the Doha Round.  This one came July 9 after a meet-
ing in L’Aquila, Italy, between the G-8 industrialized countries and a group of advanced
developing countries.  The joint statement was issued by participants in the Major Economies 
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Forum, which included the G-8 plus Brazil, China, India, Mexico and South Africa.  It called 
for completing the round in 2010 and directed trade ministers to meet before the G-20 meeting
in Pittsburgh Sept. 24-25 to come up with plans for how to get the talks moving again.

The leaders said they “are committed to seek an ambitious and balanced conclu-
sion to the Doha Development Round in 2010, consistent with its mandate,
building on the progress already made, including with regard to modalities.” 
Without specifically saying they support a return to a “request-offer” or “sched-
uling” approach to negotiations, they said they “regard enhancing the transparency
and understanding of the negotiating results to date as a necessary means to
facilitate the conclusion of an agreement.”

“The significance of this statement was to try and break the deadlock that has plagued the Doha
Round for the last couple of years and try and get beyond the deadlock and focus on making
sure there’s meaningful market access to create an ambitious agreement,” Deputy National
Security Advisor Mike Froman told reporters.  “There are a number of different elements in
there for those who follow trade closely,” he said. 

“This is an effort to get the Doha development round on a more constructive track towards con-
clusion -- building on the progress that’s been made, not throwing out any concessions or
agreements that had been previously locked in, but at the same time getting to a stage where
countries would engage directly with each other, bilaterally, pluralaterally, as well as multi-
laterally, to get transparency around what the market access offers are that are on the table, and
then a sense of urgency that ministers should meet between now and Pittsburgh to try and pro-
gress this agenda and report back in Pittsburgh,” Froman explained.

“I think it's a reflection, frankly, of the pragmatic fact that it takes a while to complete these
rounds,” he added.  Froman noted progress made already in agriculture and market access talks,
but recognized that “negotiations over services has not really begun yet.”  Work also needs to
be done in negotiations on rules and environmental products.  “So there's still a lot of work to
do between now and the conclusion of a balanced, ambitious Doha agreement,” Froman said. 

Summit statements have had little impact on Doha talks over the last eight years, and there is
no certainty that this one will have any greater affect.  If countries are serious about con-
cluding talks next year, the World Trade Organization (WTO) ministerial meeting planned for
Nov. 30-Dec. 2 in Geneva may take on more importance.  The ministerial would be the place
where trade ministers from all WTO countries will have to refine and revise the Doha mandate
to set goals that could actually be achieved.

Senate May Temper Border Measures in Climate Bill

While Senate action on a climate-change bill to match the measure (H.R. 2445) the House
passed June 26 has been put off until September, comments from senators indicate that the
Senate is likely to change provisions on potential border measures on imports from countries
that don’t reduce carbon-emissions (see WTTL, June 29, page 2).  Sen. John Kerry (D-Mass.),
one of the Senate negotiators on the bill, told a hearing July 8 that the Senate version would
“come up with rules” for how the Environmental Protection Agency (EPA) would determine the
carbon footprint of an import to set any import duties. One complaint about the House bill has
been its lack of clarity on how border measures would be determined and applied.  

Kerry also said the Senate bill would deal with verification of how foreign countries are
implementing any international agreements on climate change. The Senate’s decision to delay
action on a climate-change bill reflects the difficulty lawmakers face trying to reconcile the
sharp differences over the legislation, including the border-measure provisions.  Testimony by
Loren Yager of the Government Accountability Office (GAO) at the Senate Finance Committee
hearing underscored why members of Congress from steel producing states are so strongly in
favor of border measures to protect high-carbon emitting industries that also face strong foreign 
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competition and adverse competitiveness effects from cap-and-trade emissions pricing.  Based
on an assessment of the energy intensity and trade intensity of various industries, the GAO
found steel mills to be the largest vulnerable sub-industry.

Attorney Gary Horlick warned the committee that anything the U.S. imposes as a
border measure might be adopted by other countries and could hurt U.S. ex-
porters.  With a conference scheduled for Copenhagen in December to negotiate
an international agreement on climate change, Horlick said “it’s tactical issue”
whether it would be better for Congress to pass legislation before the meeting or
to have it pending to use as leverage in the talks.  Having a House passed bill but
not a Senate bill would give U.S. negotiators “more flexibility,” he said.  Kerry,
who just returned from China, said the Chinese would not support an agreement
in Copenhagen unless the U.S. took steps to reduce emissions.  “Then we have an
opportunity to get an agreement in Copenhagen,” he said.

BIS to Tighten Edit  Requirements on AES Filings

BIS has alerted U.S. Principle Parties in Interest (USPPI) in export transactions that it is
tightening editing requirements for Electronic Export Information (EEI) filed in the Automated
Export System (AES) to ensure that AES filers are correctly certifying the use of a license or a
license exemption.  Effective Oct. 1, filing of incorrect license information in AES could result
in the return of the filing with a fatal error message.  The agency also has reminded exporters
that the AES record containing the EEI “is an export control record under Section 758.1(f) of
the Export Administration Regulations (EAR).”

To avoid a fatal error message, BIS says the Export Control Classification
Number (ECCN) on the EEI must be a valid 5-position ECCN as listed on the
Commerce Control List; a Special Comprehensive License (SCL) number reported
in AES under license type C31 must be a BIS approved SCL; license exceptions
LVS(C35), GBS(C36), CIV(C37), and TSR(C38) must designate an eligible ECCN
and country, and in accordance with the EAR Section 740.17, License Exception
ENC(C50) must only be used with ECCNs 5A002, 5B002, 5D002 and 5E002.

The BIS notice comes as complaints have been raised about advice the Census Bureau is alleg-
edly giving freight forwarders on the treatment of “routed transactions.”  At a recent meeting of
the BIS Regulations and Procedures Technical Advisory Committee (RAPTAC), member
Catherine Thornberry of Export Procedures Company, Inc., identified problems exporters are
having obtaining copies of their AES records when they are not the exporter on the EEI because
a freight forwarder has incorrectly recorded a shipment as a routed transaction.  She said
Census is telling the freight forwarders to identify the shipment as a routed transaction even
when the freight forwarder is filing on behalf of the Foreign Principle Party in Interest (FPPI)
but doesn’t have written authorization from the USPPI.  As a result, USPPIs can’t get a copy of
the filing from Census to maintain the records BIS is requiring them to maintain, she argued.

U.S.  Off icials Claim Progress on Japanese Regulat ions

Year after year, administration after administration, U.S. trade officials slog through efforts to
open the Japanese market with little to show for their efforts.  In a report released July 6 on
the latest talks with Japan, U.S. trade officials claimed extensive progress under the umbrella
of the U.S.-Japan Regulatory Reform and Competition Policy Initiative.  U.S. officials say the
main benefits of this work are coming in U.S. service exports to Japan rather than goods
exports. Among the market-opening steps lauded in the report was enactment of a new frame-
work for  licensing 3.9G mobile services that will open this market to U.S. device and service
providers.  It also noted steps to provide nondiscriminatory treatment in next generation
networks for NTT East and NTT West.  Tokyo also appears to be speeding up the process for
approving new drugs and medical devices by hiring more staff for the Pharmaceutical and 
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Medical Device Agency.  Japan has also passed legislation to open the market for non-bank e-
payment services.  U.S. officials say there are still problems ensuring that the privatized
insurance services of the Japan Post Service operate fairly with foreign competition.  Japan
Post is “not fully in compliance” with requirements imposed on other private insurers, one
official noted.  “Insurance remains an area of major concern for the United States,” he said. 

*  *  *  Briefs *  *  *

T SR A : La te st  repor t  from  O FA C   –  fo r  pe r iod  o f  J anua ry to  M arch  20 09  –  on  l icenses  hand led  unde r
T rade  Sanc tions  Refo rm and  E xpor t E nhancemen t Ac t  fo r  sa le s  o f  foo d ,  d rugs and  m ed ica l dev ices to  I ran
and  Sud an  says agency rece ived  35 3  l icense  ap p l ica t ions in  q uarte r  –  twice  as  m any as  in  p rev ious q uarte r .  
L arge st  sha re  w as  fo r  m ed ic al  d ev ic es  go ing  to  I ra n.   W ith  inc re ase d  lo a d , ave ra ge  l ic ensing  t im e  w as  9 9
d ays fo r  app rova l ,  51  da ys  fo r  den ia l  and  7  d ays fo r  re tu rn  witho ut  ac t io n .

T R A D E  FIG U R E S: G oo ds  expor ts  in  M ay inched  up  s l ightly  from  Ap r i l  to  $8 2  b i l l ion  bu t were  s t i l l  down
nearly 2 5 %  from  M ay 20 0 8 .   G o o ds im p o rts  a re  s t i l l  fa l l ing  and  were  o ff a lmo st  35 %  from  year  ago .  
Se rv ices  exp o rts  o f  $4 1  b i l lion  and  imp o rts  o f  $2 9 .9  b i l lion  were  bo th d o wn ab o ut  10 %  from  sam e  m o nth
in  2 0 0 8 .   D ra m atic  fa ll  in  tra d e  ha s p ro d uc ed  so m e  re m arka b le  tra d e  fa c ts ,  suc h as :  M a y go o d s  and  
serv ice s  def ic i t  o f  $2 6 .0  b i l l io n  was  lowest  s ince  N o vem b er  1 9 9 9 ;  go o d s  def ic i t  wi th  C anad a was  lowest
s ince  M arch  19 94 ;  goods  de fic it  w ith  EU  was lowest  s ince  M arch  19 99 ;  and  good s  de fic it  w ith  Japan  was
lo w est  s inc e  F eb rua ry 1 9 8 4 .   G o o d s  im p o r ts  fro m  J ap a n we re  lo w est  s inc e  Ja nua ry 1 9 8 7 .

A N T IB O Y C O T T : T reasury D ep ar tm ent  no t ice  in  Ju ly 9  F ed era l  R egis te r  id en t if ied  e igh t  co untr ies  tha t  a re
pa r tic ipa t ing  in  Arab  League  bo yco tt  o f  Is rae l:  K uwait ,  Lebanon , L ibya ,  Q a ta r ,  Saud i Arab ia ,  Syr ia ,  U n ited
A rab  E m ira tes  and  Y em en.   “R ep ub l ic  o f  I raq  is  no t  inc lud ed  in  this  l is t ,  bu t  i ts  s ta tus  with re sp ec t  to
futu re  l is ts  rem ains  und er  re v iew by the  D ep artm ent  o f  the  T reasury,”  no t ice  sa id .  

A U ST R A LIA  G R O U P : B IS  in  Ju ly 6  F ed era l  R egis te r  is sued  fina l  am end m ent  to  E A R  to  im p lem ent
changes Austra lia  G roup  ado p ted  a t  i ts  O c tob e r  200 8  m ee ting  to  expor t con tro ls  on  chemica l and  b io log ica l
ma te r ia ls .   Am ong  changes a re  new ru le s  on  ceramic -l ined  va lves,  de tec ting  comp onen ts  fo r  tox ic  gas
m o ni to r ing  system s,  f lo w fi l t ra t io n  eq uipm en t,  and  A ust ra l ia  G ro up -re la ted  so ftware .   F ina l  ru le  am end s  l is t
o f  S ta te  P a r t ie s to  ad d  B a ha m as,  D o m inic an  R e p ub lic ,  I ra q  a nd  L eb a no n ,  whic h a re  no w  e lig ib le  fo r
t rea tment  as  C hem ica l  W eap o ns C o nvent ion  (C W C ) s ta tes .   “H o wever ,  b ecause  o f  the  sp ec ia l  E A R  co ntro ls
tha t  ap p ly to  I raq ,  i tem s  co n tro l led  unde r  the  E A R  fo r  CW  reaso ns  co n tinue  to  requ ire  a  l icense  fo r  expo r t
o r  re exp o rt  to  I ra q ,  o r  fo r  t ransfe r  w ithin  Ira q ,”  B IS  sa id .  

E LE C T R IC  B LA N K E T S: Ja rd en  C o nsum er  So lu tio ns  June  30  fi led  an tid um p ing  co m p la in ts  a t  IT A  and  IT C
aga ins t  im p o rts  o f  wo ven  e lec tr ic  b lanke ts  f rom  C hina .  
 
W O V E N  R IB B O N S : B e rw ic k O ffra y Ju ly 9  fi le d  a ntid um p ing  p e ti t io ns  a t  IT C  a nd  IT A  a ga ins t  im p o r ts  o f
nar row wo ven  r ib b o ns  with  wo ven  se lved ge  from  C hina  and  T a iwan  and  co unte rva il ing  du ty co m p la in t
against  imp or ts  from  China  

IR A N : O FA C  Ju ly 1  anno unced  se t t lem ent  o f  two  cases  invo lv ing  a l leged  v io la t io ns  o f I ran ian  T ransac t io ns
R e gula tio ns .   In  fir s t ,  O xb o w  C a rb o n  and  M ine ra ls  L LC  o f W e st  P a lm  B e ac h,  F la .,  agre ed  to  p ay $ 2 7 6 ,2 5 0
c iv i l  f ine  to  se tt le  a lle ga tio ns  tha t i t  fa c i l i ta te d  tra nsa ct io n  invo lv ing  ve sse l o wne d  b y Is la m ic  R e p ub lic  o f
I ran  Shipp ing  L ines  in  T eh ran  wi tho ut  O FA C  lice nse .   In  seco nd  se t tlem en t,  N at io na l  M ar ine  C o nsul tan ts ,
Inc . ,  pa id  $4 2 ,0 7 5  fine  fo r  a lleged ly ou tso urc ing  to  I ran ian  en t i ty  inspec t io n  se rv ices .   N e i ther  com p any
m ad e  vo lun ta ry d isc lo sure ,  O FA C  rep o rted .  

D -T R A D E :  B e ginn ing  Ju ly 6 ,  D D T C  w il l  p e rm it  “se le c te d ”  ap p lic an ts  to  sub m it  T A A  a nd  M L A
agreem ents  and  am end m ents  e lec tro n ica l ly  v ia  D -T rad e  2 ,  agency sa id  in  no t ice  po sted  on  i ts  web si te .  
“D ep end ent  upo n  the  success o f  p i lo t  e lec tron ic  agreem ent  sub m issio ns , D D T C  an tic ip a tes  making  the
sub m iss io n  o f e le c tro n ic  a gre em e nt ap p lic a t io ns  ava ila b le  to  a l l  U .S .  ap p lic an ts  o n  o r  ab o ut  O c to b e r 1 ,
2 0 0 9 ,  fo l lowed  by m aking  the  sub m ission  o f  e lec tro n ic  agreem ents  ap p l ica t ions m and a to ry fo r  a l l
a p p lic an ts  in  S p ring  2 0 1 0 ,”  D D T C  sa id .

C U B A :  Ph i l ip s  E lec tron ic s  o f  N or th  Amer ica ,  which  pa id  $9 ,00 0  f ine  in  se tt lemen t w ith  B IS  fo r  a l leged
unlic ense d  e xp o r ts  to  C u b a,  ha s re ac he d  se p ara te  se tt le m ent with  O F A C  to  p ay $ 1 2 8 ,7 5 0  fine  fo r  P h il ip s
emp loyee  who  traveled  to  C uba  in  connection  with  sa le s  o f  med ica l equ ipm en t from  200 4  to  20 06  (see
W T T L ,  June  8 ,  page  4 ) .   Ph i l ip s  mad e  vo lunta r i ly  d isc losed ,  O FA C  repor ted .   “T h is  ma tte r  was re so lved
acco rd ing  to  the  p r io r  enfo rcem ent  gu ide l ines  p ub l ished  by O FA C  a t  68  Fed .  R eg .  44 2 2 .”  agency no ted .  
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