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Census Wants to Keep Opt ion 4  for Current ,  New  Users

The Census Bureau has drafted a proposal for criteria that would allow existing users of post-
departure Option 4 for filing export documentation to retain their eligibility and to reopen the
program for new users.  Census officials plan to present their proposal in the coming weeks to
Customs and Border Protection (CBP), whose support for the plan is needed before it can be
implemented.  Census also wants to abandon an earlier proposed change to the Foreign Trade
Regulations (FTR), which would have limited Option 4 to certain bulk commodities.

The criteria for eligibility for existing Option 4 users, who will have to reapply
for participation, and new applicants will be based mainly on their compliance
with the Automated Export System (AES), Dale Kelly, assistant director of
Census’ data collection division, told the Bureau of Industry and Security’s (BIS)
Regulations and Procedures Technical Advisory Committee (RAPTAC) Sept. 13. 
Among the issues that will be considered are a firm’s compliance rate, including
fatal errors, its responsiveness to Census requests for information, how often it
exports and what products it exports, she noted.

“One of the issues CBP has had all along is that we’re allowing goods to go out of the country
and there’s no information being filed,” Kelly pointed out.  She acknowledged that the criteria
for eligibility before a moratorium was placed on new participants in 2003 might not have been
strong enough. “So what we’ve been trying to do is come up with some stronger criteria; some
things we can look at now that we have more automated information,” she said. 

“None of this is written in stone and it is certainly something that has to be agreed upon by
BIS, as well as CBP and, of course, State has to concur on our regulations,” she cautioned.  
RAPTAC members urged Census to publish a notice, even before a final rule is published, to
alert current Option 4 users that the program will remain available and won’t be based on
commodities.  They noted that many current users are in the process of revising their export
programs in anticipation of losing the post-departure reporting option and a notice from Census
would prevent that unnecessary effort (see WTTL, June 20, page 1).

USTR Paper on M edicines in TPP Draw s M ixed Response

A U.S. Trade Representative (USTR) white paper and initiative, called “Trade Enhancing
Access to Medicines” (TEAM), aimed at protecting drug research and patents as part of the
Trans-Pacific Partnership (TPP) negotiations, met with instant criticism from nongovernment
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organizations (NGOs) and a “wait and see” attitude from the pharmaceutical industry.  Released
during TPP talks in Chicago Sept. 12, TEAM is “designed to deploy the tools of trade policy to
promote trade in, and reduce obstacles to, access to both innovative and generic medicines,
while supporting the innovation and intellectual property protection,” the white paper said.

The white paper was issued during the eighth round of TPP negotiations, which
concluded Sept. 15 after “10 days of intensive and fruitful talks,” according to
U.S. officials.  They said negotiations are “moving toward closure” on customs,
technical barriers to trade, telecommunications, government procurement, small-
and medium-sized enterprises, regulatory coherence, competitiveness and
development.  The officials reported that progress was also made on more
complex subjects such as intellectual property and investment.

U.S. drug firms are closely watching the TPP talks, Mark Grayson, spokesman for PhRMA, the
pharmaceutical industry trade group, told WTTL.  “Industry is certainly wondering how that
will work, and how countries will implement it.  We can’t say it’s good or bad or indifferent.”

At issue among NGOs, Congress and the drug industry is protection for proprietary regulatory
data, which is not mentioned in the white paper specifically.  Drugmakers want 12 years of data
protection for biologics.  In a Sept. 12 letter to USTR Ron Kirk, 37 senators, led by Sens. John
Kerry (D-Mass.) and Orrin Hatch (R-Utah), said a 12-year term “best supports the Congress’
goals of maintaining the nation’s competitiveness as the leading innovator of biologics prod-
ucts, increasing the number of high-value jobs, and improving access to safe and affordable
medicines by creating a clear pathway for the regulatory approval of biosimilar drugs.”

One sticking point is the “TPP access window”, which the white paper says would “establish a
pathway for generics to enter those markets as quickly as possible by conditioning obligations
to apply certain pharmaceutical-specific intellectual property protections on the requirement
that innovators bring medicines to TPP markets within an agreed window of time.”

Knowledge Ecology International (KEI), a vocal critic of the U.S. negotiations on drug patents,
posted a blog saying: “One has to read between the lines, and guess what the White House is
trying to say (or avoid saying plainly). It appears as though USTR will demand TPPA partners
agree to several years of exclusive rights in regulatory test data for new medicines, including
biologic drugs” (see WTTL, March 28, page 1).  Doctors Without Borders, also known as
Medecins sans Frontiers (MSF), also complained about the paper.  MSF sees “the U.S. and the
pharmaceutical industry looking to impose some of the most stringent patent protections we’ve
seen to date, significantly delaying introduction of generic medicines in the countries that sign
up to the TPP and creating a fundamental contradiction between U.S. trade policy and U.S.
commitments to global health,” said Sophie Delaunay, MSF-USA executive director.

Industry Calls for Changes to Specially Designed Def init ion 

The two-part definition for the term “specially designed” that the Bureau of Industry and
Security (BIS) proposed in July has caused “quite a bit of confusion” and “difficulty in
understanding the proposal,” according to Maggie Hershey, senior policy director with
Semiconductor Equipment and Materials International (SEMI), the industry trade association. 
SEMI has filed comments with BIS calling for several changes to the proposed definition,
including issuing a single definition based on the “peculiarly responsible” concept that would
apply to end products as well as parts, components and accessories, Hershey told the BIS
Regulations and Procedures Technical Advisory Committee (RAPTAC) Sept. 13.

The various exceptions and notes to the definition for parts and components make it “a very
complicated proposal,” Hershey told RAPTAC.  Even industry experts who participated in a
SEMI working group that reviewed the proposal found it difficult to interpret, she noted.  “I
had to read it many times to understand what it was saying,” she added.  “To someone who is a
new exporter or a small exporter, I think it would be very challenging to figure out and apply,” 
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she said.  RAPTAC members agreed with her complaints about the proposed definition.  “This
would get an ‘F’ if it went through my old English teacher,” one committee member com-
plained.  “Double negatives, run-on sentences, reuse of words, reuse of phrases, parentheticals
on top of parentheticals.  It’s just bad,” he continued. 

Another member noted that the complexity of the definition would require export-
ers to get legal advice to make sure they were interpreting it correctly.  This
would hurt exporters of small shipments, the value of which might be less than
the cost of a lawyer, she said.  Other members noted that different firms in the
U.S. and abroad treat parts, components and accessories differently with some
treating them as controlled and others as uncontrolled.

In response to a SEMI proposal for revising the language of the definition into plain English,
RAPTAC members said they would try to draft a plain English version of the proposal and
submit it to BIS.   In addition to having one definition for end-items and parts and components,
SEMI is urging BIS to state explicitly in the final rule that the new definition would not change
the status of an item that was the subject previously of a Commodity Classification ruling that
said it was not controlled.  It wants the exclusion for single unassembled parts, such as nuts
and bolts, to apply to “simple assemblies” containing two or three parts.  

SEMI urged BIS to drop the phrase “form, fit and function” and focus only on function as a
criterion for control.  Another suggestion would add an exclusion from the definition for parts
that only facilitate the use of an item but don’t change its fundamental character.  Finally, it
urged BIS to provide an 180-day grace period for compliance with the new rules to give firms
time to make the significant changes that will be required to export compliance programs.

Agencies Plan Rollout  of  List  Changes This Year

BIS and State officials plan to propose changes in at least five categories on the U.S. Muni-
tions List (USML) and the transfer of many items in those categories to the Commerce Control
List (CCL) in the next three and a half months, according to Kevin Kurland, director of the BIS
office of technology evaluation.  “It is our expectation that rebuilt categories VIII [aircraft] and
VII [military vehicles], starting with VIII, will be on the street next month, no later than that,
followed by VI [vessels of war] and XIX [new category for engines] and XV [spacecraft],”
Kurland told the BIS RAPTAC Sept. 13.

USML Category XIX, which is now a blank “Reserved” category will become
populated with engines from categories VI, VII and VIII.  At the same time, BIS
will create a new Export Control Classification Number (ECCN) in the 600 series,
ECCN xx619, for USML engines moved to the CCL.

Kurland noted that of the 12,000 items controlled under USML Category VII, about 91% would 
move to the CCL under the coming proposal.  Of those 11,000 items, 50% will be immediately
eligible for License Exception Strategic Trade Authorization (STA); 35% would require a
license as end-items but could be eligible for STA after a one-time review; and 15% would be
automatically eligible for export as “No License Required” except to T-Group countries and
military end-uses in China.  He said State’s Directorate of Defense Trade Controls (DDTC)
issued about 2,000 licenses for parts and components alone under this category in 2010.

The proposed changes to Category XV for spacecraft will become part of a report the Defense
Department is required to file with Congress on the impact current restrictions on satellite 
exports have on national security and U.S. competitiveness.  Legislation would be needed to
allow State to transfer control of satellite exports to BIS.  “What we’ve agreed to do when we
rebuild Cat XV is to submit a final [Section] 1248 report back to the committees,” Kurland
reported.  “Certainly, that will influence the corresponding 600 series,” he added.  “We are 
making adjustments to that report so that it’s consistent with the outcome of those two sets of 
lists,” he said.  “Hopefully, it [the report] satisfies those who are interested in moving 
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legislation that would give the president the authority back to determine the jurisdiction of
satellite items as he deems fit consistent with national security,” Kurland noted.  Meanwhile,
no agreement has been reached yet with congressional committees on how they want to handle
required notifications from State under Section 38(f) of the Arms Export Control Act on
proposed transfers from the USML to the CCL, Kurland reported.  

“I know there has been a lot of discussion at senior levels; there have been
discussions at working levels,” he noted.  “I know we are not going to be nego-
tiating with them on an item-by-item level,” he added.   “It’s a process that the
White House is taking the lead on, working with the State Department to find an
accommodation that is acceptable to them and allows us to move forward as
expeditiously as possible,” Kurland told RAPTAC.

*  *  *  BRIEFS * * *

F C P A : B r id ge sto ne  C o rp .  S ep t .  1 5  agre ed  to  p le ad  gu il ty  in  H o usto n  U .S .  D is tr ic t C o u rt  and  p ay $ 2 8
m il lion  c r im ina l  fine  fo r ,  am o ng o the r  charges ,  co nsp ir ing  to  vio la te  FC P A  by m aking  co rrup t  paym ents  to
fo re ign  go vernm ent  o ffic ia ls  in  La t in  A m erica  re la ted  to  sa le  o f  marine  ho se  and  o the r  ind ustr ia l  p ro d uc ts .  
M isao  H io k i ,  i ts  fo rmer  genera l m anager  fo r  in te rna tio na l  eng ineered  pro d uc ts ,  a lso  had  p leade d  gu il ty  and
was sen tenced  to  two  years  in  p r iso n  in  2 0 0 8  fo r  h is  ro le  in  F C P A  co nsp iracy.

E X P O R T  E N FO R C E M E N T : N ad eem  A khta r  o f  S i lver  Sp r ing ,  M d .,  P ak is tan i  na t io na l  and  lawfu l  pe rmanent
resid en t  o f  U .S . ,  p leade d  gu il ty  Sep t .  9  in  B a l t im o re  U .S .  D is tr ic t  C o ur t to  co nsp ir ing  to  co m m it  exp o r t
v io la t io ns  and  to  defraud  U .S.  in  co nnec tio n  with  schem e to  i l legal ly  exp o r t  nuclea r-re la ted  m ater ia ls ,
inc lud ing  rad ia t io n  de tec t io n  de v ices ,  r esins  fo r  coo lan t  wate r  pur if ica t io n ,  ca l ib ra tio n  and  switch ing
equ ipm en t,  a ttenua to r s  and  su rface  re fin ish ing ab rasives,  to  r es tr ic ted  enti t ie s  in  Pak is tan  (see  W T T L ,
M a rc h 1 4 ,  p age  6 ) .  S en te nc ing  se t fo r  Ja n.  6 ,  2 0 1 2 .

IM P O R T S: IT C  Sep t .  12  in  i ts  up da ted  rep o rt  Th e  E co n o m ic  E f fec ts  o f  S ign i f ica n t  U .S .  Im p o rt  R estra in ts
e st im a te s U .S .  ec o no m ic  w elfa re , as  d efine d  b y to ta l p ub lic  a nd  p r iva te  c o nsum p tio n ,  wo uld  inc re ase  b y
ab o ut  $2 .6  b i l lion  annua l ly  b y 20 1 5  i f U .S .  un i la te ra l ly  end ed  a l l  s ign if ican t  im p o rt  re s t ra ints .  E xp o rts
wo uld  exp and  by $9 .0  b i l lion  and  imp o rts  b y $1 1 .5  b i l lion .  T his  inc lud es rem o ving  imp o rt  b a rr ie rs  in
sugar ,  e thano l ,  canned  tuna ,  da iry p ro d uc ts ,  to b acco ,  tex t i les  and  ap p are l ,  and  o ther  h igh-ta r iff  m anu-
fac tur ing  sec to rs ,  IT C  says .

IR A N : S ta te  in  Fede ra l  Reg is te r  Sep t .  14  l i f ted  sanctions  on  Israe li  conglom era te ,  O fe r  B ro the rs ,  unde r
C ISA D A  but  ad d ed  two  of  i ts  en t i t ie s :  A llva le  M ar it im e  Inc .  and  So c ié té  A no nym e M o négasque
D 'A dm in is tra tion  M ari t ime  E t  Aér ienne  (SA M A M A ), c la r ifying no tice  pub l ished  in  M ay (see  W T T L ,  M ay
3 0 ,  pa ge  4 ) .   “T he  co m p lex  na ture  o f  the  co nglo m era te 's  b us iness  s truc ture  necessi ta ted  tha t  we  take  the
t ime  to  loo k  c lose ly a t  these  com pan ies  in  o rde r  to  ensu re  tha t we  were  iden tifying the  p recise  legal  names
o f the  e nti t ie s d ire c t ly  re sp o nsib le  fo r  the  sa nc tio na b le  tra nsa ct io n ,”  S ta te  sp o ke sp e rso n  sa id .

SU LFA N IL IC  A C ID : IT C  Sep t .  1 4  m ad e  “sunse t”  rev iew de te rm ina t ion  tha t  l i f ting  co unterva i l ing  du ty
o rd er  o n  su lfan i l ic  ac id  from  Ind ia  and  an t idum p ing  o rd ers  on  imp o rts  f ro m  C hina  and  Ind ia  wo uld  l ike ly
le ad  to  re ne we d  in jury to  U .S .  ind ustry.   V o te  w as  6 -0 .

SO FT W O O D  LU M B E R : U ST R  in  Sep t.  15  Fed e ra l  Reg is te r  is  invit ing  pub l ic  com ments  on  two-yea r
e xte nsio n  o f U .S .-C a na d a S o ftw o o d  L um b e r A gre em e nt (S L A ).  S L A  is  curre ntly  sc he d ule d  to  exp ire  o n
O c t.  12 ,  201 3  ( see  W T T L ,  A ug .  15 ,  pa ge  4 ) .

B U Y  A M E R IC A : C anad a  asked  fo r  ta lks  Se p t .  14  with  U .S .  to  d i scuss B uy A m er ica  p rov isio ns  in  P resid en t
O b a m a’s  jo b s  p ro p o sa l.   W hile  U .S .  and  C a na d ia n fe d era l go ve rnm e nts ,  C a na d ia n p ro v inc es  and  3 7  U .S .
s ta te s  a re  cove red  by W T O  G overnmen t P rocuremen t Agreemen t,  O ttawa  is  conce rned  tha t funds  unde r
leg is la t io n  wo uld  go  to  lo wer -leve l  m unic ip a l i t ie s ,  co unties  and  lo ca l  scho o l  bo ards  tha t  a ren’t  co vered  and
m igh t  bar  b id s  fro m  C anad ian  sup p liers .

S A N C T IO N S :  R e p . K e vin  B ra d y (R -T e xa s) ,  who  cha irs  H o use  W a ys and  M e ans  C o m m itte e’s  tra d e
sub c o m m itte e ,  u rge d  a d o p tio n  o f “sm a rte r  sa nc tio ns  p o lic y”  in  S ep t .  1 3  sp e ec h to  U S A -E n ga ge .  B ra d y
sa id  he  wants  W ays and  M eans to  asse r t  i ts  ju r isd ic t ion  m o re  s t ro ngly over  re s t r ic t ions o n  U .S .  im p o rts  in
sa nc tio ns  le gis la tio n .   H e  o ffe re d  f ive  fa c to rs  tha t sho uld  b e  co nsid e re d  b e fo re  e na ctm e nt o f sa nc tio ns:  (1 )
c o nsis te nc y with  W T O  and  o the r  tra d e  agre em e nt o b liga tio ns ,  (2 )  p re sid e ntia l wa ive r  d isc re tio n ,  (3 )
inc lus io n  of  “sunse t”  p rov isio n ,  (4 )  req u ired  annua l  p res id en t ia l  repo r t  on  e f fec t iveness  o f  sanc tio ns , and
(5 )  im p ac t  on  c i t izens o f  ta rge ted  co untry.
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