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STATE’S SANCTIONS DRAW OBJECTIONS FROM  INDIAN AND RUSSIAN FIRM S

Indian and Russian firms that State hit with nonproliferation sanctions in the Aug. 4 Federal
Register have protested that they are innocent of the department’s charges and have asked their
governments to intervene to get the sanctions lifted (see WTTL, Aug. 7, page 4).  State said it
imposed the sanctions because it had determined that the seven named entities had dealings
with Iran that trigger the sanctions provisions of the Iran Nonproliferation Act.  

The department’s notice named two North Korean firms:  Korean Mining and
Industrial Development Corporation and Korea Pugang Trading Corporation; a
Cuban entity, the Center for Genetic Engineering and Biotechnology; two Indian
firms: Balaji Amines and Prachi Poly Products; and two Russian firms:
Rosoboronexport and Sukhoy (Sukhoi).  

“It should be emphasized that in our cooperation with Iran (the state which is not a subject to
the rule of international sanctions), we adhere to the intergovernmental agreements, and do
limit our relations by supplying exclusively defensive weapons,” Rosoboronexport said Aug. 7. 
“Many foreign companies, including those from NATO member states, have conducted similar
supplies,” it added.  Rosoboronexport, which says it’s the sole intermediary for Russian defense
exports, claimed State’s action was an “unfriendly act toward the Russian state and an attempt
to destabilize Russia military and technical cooperation with other nations.”

India’s Balaji Amines said its exports of amines to Iran were only to reputed pharmaceutical
companies, were minuscule, and not of significant value or volume.  “We have obtained end-use
certificates from these two organizations showing that the material supplied by us is used for
manufacture of life saving drugs,” it said.  It also released a letter it had written to Indian
Prime Minister Singh asking him to “kindly take up the matter with authorities in the U.S.”

Speculation that the sanctions against the Russians stemmed from Sukhoi’s sale of fighter jets
to Venezuela was brushed off by State spokesman Sean McCormack.  “I know that there have
been a variety of different conspiracy theorists out there talking about the reasons for this,” he
said at his daily briefing.  “The fact of the matter is when a foreign company breaks American
law, they'll be held to account and they will be sanctioned according to U.S. law,” he added.

U.S.  EXPORTS TO CHINA GROWING TWICE AS FAST AS IM PORTS

Trade figures for the first half of 2006 show U.S. exports to China grew twice as fast as
imports from China.  For the first six months of the year compared to the same period in 2005, 
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exports to China were up 35% to $25.8 billion, while imports grew 17% to $127.5 billion,
according to trade figures Commerce released Aug. 10.  Overall, U.S. industrial exports
worldwide in the first half also outpaced imports, rising 16.4% to $497 billion compared to a
13.5% increase in imports to $916 billion.  This pattern was followed with the European Union,
with U.S. exports up 12% v. imports up 8%; Japan (12% v. 5%) and South/Central America
(18% v. 14%).  Exports of services also outpaced imports, with year-to-June exports rising
13.3% to $203 billion, as services imports increased 8% to $168 billion. 

The U.S. trade deficit with China for the first half of 2006 reached $102 billion,
but this was still less than the combined deficit with the Canada, EU and Japan,
which totaled $181.6 billion.   While some politicians and business groups
complain that the U.S. deficit with China is due to China’s unfair trade practices
and low wages, the trade figures suggest deficits are greater with countries with
such high living standards as France, strong labor unions as Germany, fair
judicial systems as Canada and affluent consumers as Japan.

Among U.S. industrial sectors showing strong export growth in the first half compared to the
same period in 2005 were: raw cotton (+46%), aluminum (+45%), materials handling equipment
(+25%), metalworking machine tools (+ 24%), toys and sporting goods (+20%), electrical
apparatus (+18%), semiconductors (+18%), household appliances (+17%), measuring and testing
instruments (+16%), and medical equipment (+14%).  

On the import side, excluding energy products, big gainers for the first six months were:
inorganic chemicals (+20%), household appliances (+20%), plastic materials (+19%), computers
(+17%), iron and steel mill products (+14%), and industrial machines (+13%).  In the basket of
sectors called advance technology, exports grew 16% in the first half, as imports rose 11%. 
The trade deficit in advance technology narrowed to $14.4 billion from $18.2 billion. 

CANADIAN TRADE M INISTER OPENS DOOR FOR CHANGES IN LUM BER DEAL

Following an Aug. 9 meeting with a group of executives from the Canadian lumber industry,
Canadian Trade Minister David Emerson indicated that there may be some room for changes in
the July 1 U.S.-Canada lumber agreement to satisfy industry concerns (see WTTL, Aug. 7, page
3).  “We all know that when you execute this type of international agreement it does involve a
lot of fine tuning of some of the definitions and the statistical theories that are being used and
that kind of thing,” Emerson told reporters when he emerged from the meeting.  “ So we will
be exploring how we deal with some of those issues to give the industry the comfort that they
would require to support this agreement,” he said.

Emerson said he gave the industry until Aug. 21 to tell him which firms support
or oppose the deal.  The deadline was set because the government needs time to
plan the fall legislative calendar.  

“We’ve got a legislative agenda that must be activated on September 18 or thereabouts when
Parliament reconvenes,” he said.  “We need to establish our priorities and we need to know
now relatively soon if softwood lumber is to be one of those legislative priorities, and we need
to do our homework to ensure that that bill is prepared and we are prepared to execute when
Parliament reconvenes,” he added. 

In the meeting, Canadian lumber producers identified many of the problems they have with the
deal signed in July.  “We had very good discussions around the table,” Emerson reported.  “We
got perspectives from different companies, from different parts of the business, from different
regions, and I would say that we had a significant amount of support in the room,” he said.  
“We spent a lot of time talking about areas where industry needed more clarification, where
there are some administrative issues that could affect the commercial success of their business,”
Emerson noted.   “And at the end of the day I think we all agreed that if we can get this
agreement tidied up that we would be able to achieve a substantial degree of support from the 
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industry, but we have undertaken to follow up on some of the issues that they need some
clarification on and some administrative tidying up,” he said. 

APPELLATE COURT REINSTATES STEEL ANTIDUM PING ORDER

Persistence pays.  A long-running legal battle by U.S. steel producers to get antidumping duties
imposed on imports of tin- and chromium-coated steel sheets from Japan finally achieved
success Aug. 10 when the Court of Appeals for the Federal Circuit (CAFC) overturned a Court
of International Trade (CIT) ruling and upheld an International Trade Commission (ITC) injury
determination on these products.  This is the sixth time this case has bounced around the
CAFC, CIT and ITC on remands and court orders in the ongoing Nippon Steel v. U.S court case. 
This case will be dubbed Nippon VI (CAFC No. 05-1404, 1417).  

The case also shows the changing face of the steel industry.  The original
antidumping case was filed by Weirton Steel of West Virginia and decided in
2000.  Subsequently, Weirton merged with International Steel Group, which then
was acquired by Mittal Steel, which was a defendant-appellant in the latest case.

The appellate court reversed a 2002 order by CIT Chief Judge Jane Restani (Nippon IV and
Nippon V) to the ITC to revoke its injury determination based on her judgment that the commis-
sion’s decision was not based on substantial evidence in the record.  Restani agreed that the
ITC had met this test for two of the required criteria for injury – volume of imports and impact
– but not on the third required factor – price effects.  She took the unusual step of vacating the
ITC injury determination rather than remanding the case back to the commission for action.

The CAFC opinion, written by Chief Judge Paul Michel, acknowledges the thorough review
Restani made of the evidence. “It is dispositive, however, that ample evidence existed on both
sides of the remaining factor, price effects, and on the question of causation,” he wrote.  

“However, when the totality of the evidence does not illuminate a black-and-white answer to a
disputed issue, it is the role of the expert factfinder – here the majority of the presidentially-
appointed, Senate-approved Commissioners – to decide which side’s evidence to believe,”
Michel wrote.  “So long as there is adequate basis in support of the Commission’s choice of
evidentiary weight, the Court of International Trade and this court, reviewing under the
substantial evidence standard, must defer to the Commission,” he ruled. 

BANKS FACE BIGGEST RISKS FROM  STATE-LEVEL SUDAN SANCTIONS

The suit filed Aug. 7 by the National Foreign Trade Council and several Illinois pension funds
against Illinois’ Sudan trade sanctions law may be of most importance to international banks,
industry sources told WTTL (see WTTL, Aug. 7, page 4).  In addition to preventing state
pensions from investing in companies that do business in Sudan, the law also blocks the deposit
of state money in any bank that does business with company doing business in Sudan.  So far,
the Illinois comptroller’s office has delayed implementation of this provision, sources say.

While banks screen customers and transactions against official U.S. and inter-
national lists of designated and blocked parties, the Illinois law covers companies
that are not on any of these lists, including some of the largest oil companies in
Europe, one source noted.  To find out whether a potential customer has business
in Sudan would require a major revision of all loan application forms, including
the millions of home loan and credit card applications submitted annually.  

The Illinois pension funds that have joined the suit – mostly local police and firefighter funds –
complain that the restrictions on their investments would bar them from placing money in most
international mutual funds that invest in foreign companies.  They say this would force them to 
invest mostly in U.S. bonds and Treasury notes with lower returns on their investment.  More 
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troubling, the Illinois law does not identify which companies are off limits and doesn’t refer to
any official list of such entities.  Instead, it says the prohibition covers any firm identified as
doing business in Sudan.  Such lists are maintained by various private investment research
companies and by anti-Sudan activists with no official standing, the pension funds complain.

*  *  *  BRIEFS *  *  *

D FA R : D efense  is  schedule  to  pub lish  new p rop o sed  change s  to  D efense  Fed era l  A cq uis it io n  R egula t io ns
in A ug.  14  Fed era l  Regis ter  to  req u ire  de fense  co n trac to rs  to  co m p ly with  U .S .  exp o rt  co n tro l  ru les .  
R ev ised  p ropo sa l wou ld  r ep lace  la s t  yea r’s  p roposa l which  d rew strong  cr i t ic ism from  de fense  and  re sea rch
com munit ie s  (see  W T T L ,  Sep t .  26 ,  200 5 ,  page  1 ) .   “W e  have made  substan tia l  changes to  the  p ropo sed
rule ,”  o ne  D o D  source  to ld  W T T L.   T he  new p ro p o sal  wi ll  id en tify  and  ad d ress  a l l  co m m en ts  mad e o n las t
yea r’s  p roposa l,  sou rce  no ted .   T he re  was  c r i t ic ism la st  yea r  tha t D oD  had  no t  consu lted  with  Com merce
and  S ta te  on  o r ig ina l  p ro p o sa l .   T ho se  dep artm ents  were  “ab so lute ly”  co nsu l ted  this  t ime ,  source  sa id .  
T hey were  “sign if ican t ly  invo lved ,”  so urce  ad d ed .  

W A SSE N A A R : Fede ra l  Reg is te r  no tice  amend ing E A R  to  imp lemen t con tro l  l is t  changes tha t W assenaa r
A rrangem ent  P lenary M ee t ing  ad o p ted  in  D ecem b er 2 0 0 5  wil l  be  pub l ished  sho rt ly ,  B IS  so urces  say.

E X P O R T  E N F O R C E M E N T : V a ria n m ad e  vo lun ta ry se lf-d isc lo sure  to  B IS  o f un lic ense d  e xp o r ts  i t  m ad e
a lo ng  with  sub sid ia rie s in  N e the rla nd s  and  S witz er la nd  to  N o r th  K o re a  and  S yr ia .  In  se tt le m ents  with  B IS ,
V arian  agreed  to  pay f ine  o f  $2 6 ,40 0 ;  i ts  D utch  sub sid ia ry,  $ 3 9 ,60 0 ;  and  i ts  Swiss  sub sid ia ry,  $ 8 ,80 0 .   

M O R E  E X P O R T  E N FO R C E M E N T : D avid  T a tum , who  p rev iously reached  se t t lem ent  with  B IS  fo r  h is  ro le
in  C la rk  M ate r ia l  H and ling  Co rp .  expo r ts  o f  fo rkl if t  pa r ts  to  I ran , was sen tenced  in  D .C .  U .S .  D is tr ic t
C o urt  to  one-yea r  p ro b a t ion ,  50  ho urs  o f  co m m unity se rv ice  and  $5 ,00 0  f ine  fo r  m aking  false  s ta tem ents  to
fede ra l  invest iga to r s  (see  W T T L ,  M ay  8 ,  pa ge  4 ) .

B Y R D  A M E N D M E N T : Ja p an  sa id  i t  wi l l  ke ep  sanc t ions tha t  we re  imp o sed  on  A m erican  imp o rts  in
re ta l ia t ion  fo r  W ash ing ton’s  fa i lure  to  co m p ly with  W T O  ru l ing  aga ins t  B yrd  A m end m ent  fo r  ano the r  yea r .  
Sanc tions  were  suppo sed  to  exp ire  a t  end  o f  August .   “H owever,  conside r ing  tha t the  U n ited  S ta te s
c o ntinue s to  m ake  d isb urse m ent tha t wa s fo und  to  b e  i l le ga l,  M E T I p la ns  to  ex te nd  the  a p p lic ab le  p e rio d  o f
the se  re ta l ia to ry m easure s  b y one  yea r  f ro m  Sep tem b er  1 ,  fo l lowing  a  reco m m end a t ion  m ad e  in  tod ay’s
m ee t ing  o f  the  C o unci l  o n  C usto m s,  T ariff ,  Fo re ign  E xchange  and  O the r  T ransac t ions,”  sa id  Jap an’s
M inis t ry  o f  E xterna l  T rad e  and  Ind ustry. .

C H IN A : M inis try  of  Fore ign  A ffa i rs  am end ed  C o ntro l  L is t  o f  R egula t io ns  o n  E xp o r t  C o ntro l  o f  D ua l-U se
B io lo gica l  A gents  and  R ela ted  E q uipm en t and  T ec hno lo gies ,  and  “14  m o re  v iruses  inc lud ing  SA R S,  to xins ,
bac te r ia  and  equ ipm en t have  been  added  in to  the  new lis t ,  fu r the r  c la r ifying the  con tro l  scope  and  re in fo rc -
ing  the  s t reng th o f  co n tro l ,”  m inis t ry  sp o kesp erso n  sa id .   “C hina  wil l  co n t inue  to  red o ub le  i ts  e ffo r ts  to
co m p rehens ive ly and  e ffec t ive ly im p lem ent  the  exp o r t co n tro l  regu la t io ns  as  well  as  co n tinuo us ly im p rove
the  e xp o r t  co n tro l  sys te m ,”  s ta te m ent ad d e d .

G SP : U ST R ’s  o ffice ,  which  is  unde r tak ing b road  rev iew o f G SP  p rogram be fo re  cu rren t leg is la tion  exp ire s
a t  end  o f  200 6 ,  pub l ished  Fede ra l  Reg is te r  no tice  A ug.  8  a sk ing fo r  add it iona l comm ents  on  po ten tia l
changes in  e l ig ib i l i ty  requ iremen ts  fo r  advanced  deve lop ing countr ie s  such a s  Argen tina , B raz il ,  C roa tia ,
Ind ia ,  Indonesia ,  K azakhstan , P h il ipp ines,  Ro man ia ,  Russ ia ,  Sou th  Afr ica ,  T ha iland ,  T urkey and  V enezuela .

R O M A N IA : U ST R  in A ug.  8  Fed era l  Regis ter  asked  fo r  co m m ents  on  whe the r  to  susp end  G SP  e l igib i l ity
fo r  Rom an ia .   Request  fo r  rev iew o f Ro man ia ’s  s ta tus came  from  D is t i l led  Sp ir i ts  Co unc il  o f  the  U n ited
S ta tes  and  P harm aceut ica l  Resea rch  and  M anufac ture rs  A ssn . ,  wh ich  co m p la ined  tha t  Ro m ania  gives  unfair
p re fe rences  to  E U  im po rts .   U S T R  a lso  ra ised  co ncern  ab out  new law req uir ing  p oultry  im po rts  to  co me
o nly fro m  p ro d uc ers  ap p ro ve d  b y E U .  T he re  a re  no  E U -a p p ro ve d  p o ultry  fa c i l i t ie s in  U .S . ,  U S T R  sa id .

K LE P T O C R AC Y : B ush  ad m in is tra t io n  A ug.  10  launched  in i t ia t ive  to  c rack  do wn o n  s tea l ing  of  go vernment
fund s  and  co rrup tio n  b y “h igh-le ve l”  fo re ign  o ffic ia ls .   In te ra ge nc y e ffo r t  inc lud e s t igh te r  sc ru t iny o f
m o ney  laund er ing  and  ba nk  transac t io ns , m o nito r ing  of  fund s  d is tr ib u ted  unde r  M illenn ium  C hallenge
C o rpo ra tio n  and  enfo rcem ent  o f  Fo re ign  C o r rup t  P rac tices  Ac t .   “S ince  20 0 1 ,  we  have  s ign ifican t ly  in -
c re ase d  the  num b e r o f ca se s the  d e p ar tm e nt ha s p ro se cu te d  und e r the  F o re ign  C o rrup t  P ra ct ic e  A c t. . .a nd  I
fu l ly  exp ec t  tha t  tr end  to  co n tinue ,”  sa id  D ep uty A ssis tan t  A tto rney G enera l  M atthew F r ied r ich .

P O L Y E S T E R : IT C  A u g.  7 ,  o n  6 -0  vo te , m ad e  p re lim ina ry d e te rm ina tio n  tha t a l le ge d ly d um p e d  im p o r ts  o f
p o lyeste r  s tap le  f ib e r  f ro m  C hina  m ay be  inju r ing  U .S .  ind ustry.
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