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ARM OR PAYS $1 ,1 0 2 ,2 0 0  FINE FOR UNLICENSED CRIM E CONTROL EXPORTS

The Bureau of Industry and Security (BIS) Aug. 17 said Armor Holdings, Inc,, of Jacksonville,
Fla., has agreed to pay a $1,102,200 civil fine to settle 167 charged violations of exporting
various crime control equipment to foreign consignees from 2001 to 2004 without approved
licenses.  The charges also include failing to file Shipper’s Export Declarations (SEDs) or
filing false information, as well as failing to comply with recordkeeping requirements.  The
exports went to 41 countries, including Egypt, Mexico and France.

The shipments included handcuffs, riot helmets, fingerprinting equipment, and
face shields, BIS said.  “Rigorous compliance with all aspects of our export con-
trol system is critical,” said BIS Assistant Secretary Export Enforcement Darryl
W. Jackson in a statement.  “Compliance is vitally important for crime-controlled
items, which can be misused if they fall into the wrong hands,” he added. 

CHI M AK CASE STILL ALIVE AS JUDGE WEIGHS RETRIAL M OTION

Chi Mak, who was convicted in May on charges of attempting to export controlled naval pro-
pulsion technology to China, has become the “poster boy” for government officials warning
about the threat of Chinese espionage.  But the case isn’t over yet.  Santa Ana U.S. District
Court Judge Cormac Carney has agreed to hear Mak’s motion for a retrial or acquittal and
ordered the government to give his defense lawyer’s access to a computer simulation that was
behind evidence offered in this trial.  At the same time, Carney has delayed Mak’s sentencing,
which was scheduled for Sept. 10.  

After Mak was convicted, four member of his family who were co-defendants in
the case, pled guilty to either conspiracy or aiding and abetting in the alleged
export scheme (see WTTL, June 11, page 2).  The request for a new trial also
claims the government distorted the fact-finding process by intimidating a key
witness.  The government has denied this claim.

A hearing on Mak’s motion for retrial was postponed from Aug. 1 to Oct. 15 because his law-
yer, Ronald Kaye, was scheduled to have surgery on his vocal cords Aug. 13.  Earlier, Carney
allowed Kaye to question one of the government’s witnesses, Dr. Yuri Kheronsky, and ordered
the government to provide Kaye with the computer simulation used as the basis of testimony by
another government witness.  “The court finds it appropriate to grant Mr. Mak’s request for
access to the computer simulation presented by Mr. Schreppler to the jury during his rebuttal
testimony,” Carney wrote.  “Although the simulation was not formally admitted as an exhibit, it
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was presented to the jury during the government’s rebuttal case.  The government has articu-
lated no rational basis for denying Mr. Mak access to the actual simulation presented to the
jury,” the judge declared.  That didn’t end the issue.  “On July 16, 2007, government counsel
provided notice to defense counsel that the simulation and the hard copy of the code are
classified, and consequently, that the defense expert would have to review the material in the
secure room at the Roybal Federal Building,” noted a stipulation filed with the court.  As a
result, Mak’s lawyers had to find an expert with a security clearance who could review the
information under these conditions.

Mak’s lawyers said they wanted access to Kheronsky, a vice president at Power
Paragon, the company where Mak worked, because the government did
“intentionally distort the fact-finding process” by allegedly threatening Kheronsky
with criminal prosecution.  Kheronsky had declined to testify at Mak’s trial,
invoking his Fifth Amendment right against self-incrimination.   “Had Dr.
Kheronsky testified, the jury would have known that engineers at Power Paragon
uniformly did not seek approval of the export coordinator prior to presenting
technical papers at academic conferences,” Mak’s retrail motion stated.

 

U.S.  TO ASK WTO PANEL TO HEAR COM PLAINT ON CHINA’S IPR PRACTICES

The U.S. will ask the World Trade Organization (WTO) to establish a dispute-settlement panel
to judge its complaints against China’s alleged failure to provide intellectual property rights
(IPR) protection to U.S. films and movies.   The U.S. began consultations with China on these
issues in April but talks failed to resolve the complaints.  The request for the panel will be
presented to the WTO Dispute Settlement Body at its next meeting on Aug. 31.  China has the
right to block the first request for a panel, so the panel creation process probably won’t start
until September or October.

“The United States and China have tried, through formal consultations over the
last three months, to resolve differences arising from U.S. concerns about
inadequate protection of intellectual property rights in China,” said U.S. Trade
Representative (USTR) spokesman Sean Spicer.  

“That dialogue has not generated solutions to the issues we have raised, so we are asking the
WTO to form a panel to settle this dispute,” he added. Washington’s complaint is aimed at the
high threshold Beijing sets for prosecution of copyright and trademark counterfeiters; China’s
practice of reselling fake music and video CDs that have been seized by the govern-ment; and
the inability of foreign copyright holders to complain about copyright infringement while
Chinese censors are reviewing their products for access to the Chinese market.

The U.S. and China are continuing to consult on a separate American complaint about restric-
tions on access to the Chinese market for copyrighted material, including online music (see
WTTL, July 30, page 1).  The market access dispute involves movies, music, home enter-
tainment videos, and publications.  The U.S. “has just completed supplemental consultations
with China and is considering next steps,” the USTR’s office said.

NAFTA M INISTERS PRESS FOR EXPANDED SECTORAL TRADE

At their Aug. 14 NAFTA Commission meeting in Vancouver, British Columbia, trade ministers
from the U.S., Canada and Mexico agreed to instruct their staffs to develop a plan for facili-
tating trade among the three countries in  swine, steel, consumer electronics, and chemicals. 
With full implementation of NAFTA’s tariff-cutting agenda nearly completed after 14 years, a
communique issued by the ministers said, “we must look for new and creative ways of further
promoting trade and new business opportunities.”  They also authorized a third set of changes
to liberalize the rules of origin for some $100 billion in goods by 2008.  Changes in the rules
in 2005 and 2006 eased trade for about $35 billion in trade.  “We recognize the concept of 
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cumulation of origin as an important mechanism for creating new business opportunities by
strengthening the competitiveness of North American products globally,” the communique
stated.  “The Commission intends to instruct the Working Group on Rules of Origin to study
further appropriate opportunities for cumulation,” it added.

The ministers reviewed a report from a Chapter 19 Operation Working Group,
which proposed changes in the rules of procedures for bilateral NAFTA dispute-
settlement panels. The three countries will now review the group’s recommenda-
tions, “with a view to having the Commission adopt an agreed package of
amendments to the Rules of Procedure by November 15, 2007,” the ministers said.

BIS TO STUDY NATIONAL SECURITY RISKS FROM  CHANGES IN CHIP INDUSTRY

Two years after the Defense Science Board (DSB)  warned that U.S. national security might be
at risk from the offshore movement of the U.S. semiconductor industry and foreign acquisition
of American chip makers, BIS has launched its own study of trends in the industry.  The agency
Aug. 13 said it would conduct an industrial base assessment of the integrated circuit industry to
support the Pentagon’s procurement system and to understand the capabilities of domestic
suppliers.  The BIS assessment will support a DOD effort to establish a Trusted Integrated
Circuit Policy, scheduled for release later this year. 

BIS said it will establish a working group of defense, intelligence and academic
experts to help its study and will consult with industry.  It also plans to conduct a
survey U.S. companies to establish a baseline for current capabilities and the
outlook for the industry’s future.  On-site visits also will be conducted.  Its final
report is due by the end of 2007.

The DSB report raised concerns about the offshore movement of chip production, especially to
the Far East and China, and the potential loss of leading edge technology to China.  The report
was part of a Defense review, started by then-Deputy Secretary Paul Wolfowitz in 2003, of the
availability of microprocessors that are essential for defense weapons systems. [Editor’s Note:
Copy of the DSB report will be sent to WTTL subscribers on request. We’ll also send copy of
August 2005 issue of sister publication, The Export Practitioner, with article on report.]

U.S.  EXPORTS GREW AT TWICE PACE OF IM PORTS IN FIRST HALF 2 0 0 7

Exports of U.S. goods and services in the first six months of 2007 grew more than twice as fast
as imports.  As a result, the total U.S. trade deficit in goods and services shrank by $29.5 bil-
lion compared to the first half of 2006.  The goods deficit was almost $15 billion less.  “June
trade data, released this morning, show that the U.S. trade deficit has fallen by 7.7% so far this
year, compared to the same period of 2006,” said USTR Susan Schwab.  “American exports are
up by 11%, more than twice as fast as the 4.4% increase in U.S. imports.  Highlighting the
importance of exports, other recently released data on the economy showed that export expan-
sion has accounted for 40% of U.S. economic growth over the last year,” she added.

Contributing to the drop in the trade deficit were declining bilateral deficits with
almost every major trading region except China.  The trade deficit with China
grew by $15.6 billion.  This was offset, however, by a decline in the deficit with
Central and South America by $11.5 billion, with the European Union(EU) by
$9.8 billion, with Japan by $3 billion, and with Canada and Mexico by $1 billion.

While export growth to China (+18.8%) continued to outpace import growth (+16%), the differ-
ence was far narrower than it was in 2006.  Exports to the EU (+17%) far outstripped the 
growth of imports (+5%).  Exports to South and Central America jumped 18.3%, while imports
from the region actually declined by 5.8%.  Trade with Mexico and Canada was nearly flat with
exports up 3% and imports up 2%.  The strong U.S. export performance was led by increases in
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farm exports, especially corn and soybeans, gold, organic chemicals, plastics, steelmaking
materials, industrial machines, civil aircraft, medical devices and pharmaceuticals.  Going
against the tide, several categories saw exports decline in the first half, including semicon-
ductors, computer accessories, metal machine tools, raw cotton and audio-visual tapes.  

Even though the U.S. has formally complained about Canada’s alleged failure to
implement the U.S-Canada Softwood Lumber Agreement, imports on lumber in the
first half of the year were down 28% to $3.5 billion.  Also seeing declines were
imports of crude oil, shingles and wallboard, plastics, audio-visual tapes, liquified
petroleum gas, and steel.

U.S. services exports in the first six months of the year grew at a faster pace than they did in
the first six months of 2006 (11.9% v. 8.3%), helping to produce a services trade surplus of
$51.4 billion.   Services export growth in 2007 has been led by a 14.6% jump in private service
exports, which includes foreign payments for U.S. financial services and the fees paid to Wall
Street firms.  Also seeing strong expansion (+ 12%) was the payment of royalties and license
fees by foreign users to U.S. owners.   Foreign travel in the U.S. also picked up (+9.7%). 

*  *  *  BRIEFS *  *  *  

E X P O R T  E N FO R C E M E N T : E H I  G roup  U SA , Inc . ,  o f  C up er tino ,  C a l if . ,  and  i ts  p resid en t ,  Q ing  C hang
J iang ,  reached  sep ara te  agreem ents  with B IS  to  se t t le  charges  re la ted  to  exp o rt  o f  micro wave  am p lifie rs  to
C h ina  w itho ut  ap p ro ve d  l ic ense s.   B IS  im p o se d  $ 1 7 ,0 0 0  c iv i l  f ine s o n  b o th  E H I and  J ia ng ,  b u t  wil l  a l lo w
them  to  pay $5 0 0  by N o v.  1 ,  $5 0 0  by Feb .  1 ,  $5 ,00 0  by M ay 1  and  ba lance  by A ug.  1 .   In  ad d i t io n ,  bo th
E H I and  J iang wil l  be  d en ied  exp o r t  l ice ns ing p r iv ileges  for  f ive  years .

LA M IN A T E D  SA C K S:  Al leged ly dum p ed  and  sub s id ized  im p o r ts  o f  lam ina ted  wo ven  sacks from  C hina
m a y b e  in ju r ing  U .S .  ind ustry,  IT C  d e te rm ine d  in  p re lim ina ry ru l ing  A ug.  1 0

R E C T A N G U LA R  ST E E L:  IT C  A ug.  10  m ad e  p re lim inary de te rmina t io n  tha t  U .S .  ind us try m ay  b e  suffe r ing
in ju ry o r  th rea tened  with  in ju ry from  a lleged ly dump ed  and  subsid ized  imp or ts  o f  l ight-wa lled  rec tangu la r
p ipe  and  tub e  from  C hina  and  a l leged ly dum p ed  imp o rts  f ro m  K o rea ,  M exico  and  T urkey.  

FD A -R E G U LA T E D  E X P O R T S: In  Aug.  14  Fed e ra l  Reg is te r ,  FD A  announced  pub lica tion  o f  f ina l guidance
o n  im p lem enta t io n  of  1 9 9 6  FD A  E xp o r t R efo rm and  E nhancem ent  A ct ,  which  m o d ified  ru les  fo r  expo r ting
d rugs,  b io log ica ls ,  fo o d s,  m ed ica l  dev ices ,  foo d  and  co lo r  ad d i t ives  and  d ie ta ry sup p lem ents .  [E d i to r ’ s
N o t e :  Co p y o f  gu idance  wil l  be  sen t  free  to  W T T L subsc r ib e rs  on  req uest . ]

Q U A LC O M M : H av ing lo s t Sec tion  337  cha llenge  to  B roadco m o ve r semiconduc to r  pa ten ts ,  Q ua lcom m was
target  o f  new 33 7  co m p la in  f i led  A ug .  1 6  a t  IT C  by N o kia .   Sub jec t  o f  new co m p la in t  a re  w ire less
com munica tion  chips  and  ch ipse ts ,  and  p roduc ts  con ta in ing same  (see  W T T L ,  A ug .  1 3 ,  p age  2 )

C U B A  T R A V E L: O FA C ’s  la te s t  enfo rcemen t repor t  shows con tinued  c rackdo wn on  travel  to  C uba .   Agency
sa id  i t  ha s re ac he d  a gre em e nt with  T ra ve lo c ity .c o m , whic h p a id  $ 1 8 2 ,7 5 0  c iv i l  f ine  to  se tt le  c ha rge s o f
a rra ng ing  a ir  and  ho te l tra ve l se rv ic es  o n  1 ,4 5 8  o cc as io ns  to  C u b a.   I t  a lso  im p o se d  $ 1 6 ,6 2 5  fine  o n
A m er ican  E xp ress  T rave l  R e la ted  Serv ices  C o .  fo r  a rrang ing  group  trave l  pa ckages  to  C ub a  in  20 0 2  and
2 00 3 .   A mex vo lun ta r i ly  d isc lo sed  ac t io ns  to  O F A C .

E D I T O R ’S  N O T E :  In  ke ep ing  with  o ur  re gu la r  p ub lic a t io n  sc he d ule , the re  w il l  b e  no  issue  o f
W ashing tonT ar if f  &  T rad e  Le t te r  o n  A ug.  2 7 ,  2 0 0 6 .   O ur  ne xt  issue  w il l  b e  S ep t .  3 .

Washington Tariff & Trade Letter and The Export Practitioner Sponsor Audio-Conference Briefing on:

How to Comply with New BIS China Rule
Featuring
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