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Jnimm,mrg which entities are QALICH:

with respect to Targeted Populations.
Uraler what cirounstances shoudd an
entity be determined to E e & QALICH
with respect to a Targeted )t:ulutz.(m ¥
For exaraple, should the determinating
be baged an whether the owners,
eraployees or customers of the eotity {or
sene combination thersod) are members
of a Targeted Fopulatina?

(b} How shandd the following
irenaer 3’r<: 'mp‘v in fi(taarmirm

&

=

gxnent «)f IR ';ec:ti(m
: —;D{d HaH A which at fea
percent of {Im total gross income of &
QAL roust be derived from the astive
conducl of a qualified basine
a Low-Insome (,un‘ YNNG
vequirement of IRC secti
45 HAH2ZHANH under wmm a
gubstantial portion of the use of the
tangible property of 3 (QALICE {whether
owred o ie& :d) must be within s Low-
Income Community; {3} the) quremu‘mz
of IRC section %t){d)w A8} under
which a subate  portion of the
services p(,r?rwms-- for o QALIEB
employees must be pexformed o a Low-
{ngome Community; axd {43 the
requireruent of IRC section 455MdH3
under which the renisl to cthers of real
propercty s 3 qualified business ondy if
the rest propenty s Jonsted in g Low-
Income Community?

jord

Agthovity: American Jobs Creation Act of
2004, Pub. L. 108-357, Conselidated
Appropristions Act of 2001, Pub, L. 106-554

Uated: May 17, 2005,

Arther A, Garcia,

Oure Cormmunily Developnent Financicd
Jastituiions F'uw

P& Doc. © ied §-23~-05; §:45 sl
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RDEPARTMENT OF COMMERCE

Bureau of industry and Security

18 CFR Parts 738 and 742
[Docket No. 811018287-8107-03])
RN 0694-AC48

Proposed Rule: imposition of License
Reguirement for Exports and
Reexpons of Missiie Technology-
Controlied Rems Destined t¢ Canada

AGENCY: Borean of Yodusiny and
Security, Comuneree.

ACTION: Proposed rule with regoest for

comwents,

suMMARY: The Burean of Iodustoy and
Security (BIS) is proposing {o amend the

Fxport Administratinn Regulations
{BAR] by buposing 8 Hcense
regquirement for expn“t and reexports of
Horas ctmimlie for missile technology
{641} reasons to Canada. To date, the
EAR has-) required a license for M-
sontrolled items to all destinations

sxoept Ganada, and gene
BXO muuus areg avaxlam
con twiisd itens.

This rule is cousistent with a
recommendation made by the General
Accounting Office (GAQ (rpnamed the
Cinvernment Acconntability Office}l ina
2001 report that BIS either mpose a
Heonse requirement for exports and

rally no Hcense
for MT-

1\':1.
reexports of MT-controlled items to
Canada, based on section n-i} of the

Export Aduaini ah‘amm Act of 1979, as

amended, or seck a stabutery chasge.
The effect of this mude is that all exports
and reexports of MT-contralled items to
any destination W“"IU > & lioease, axd
senerally no license faxs:epiions 308
available, so that al} exports zad
reaxports of MT-controlled ttems subject
to the EAR are subject to prier review,
paTEs: Comunenis mast be received on
or before June 23, 20063,

ADDRESSES! You may subndt comonends,
identified by }\N G854-A048, 1o BIS by
auy of the followiog methods:

° 1>d»m. aRuien‘.aking Bortal: kitp://
WWW.ERUIL{ONS. ROV, {Follow the
instruc f’()lb tor submiiting comments.}

« B-mail: mblaskovihis, doc. 20V,
Inciude “RIN 0604-4C48" in the
subject line of the message.

& Fax: {202) 482~33535.

* »vi"ni oriiﬂd Tir‘hv-’rv»(,numu s,
:, Buresu of
7 hw wu}amm Policy
sion, 14th & Pens )w]w ria Avenae,
N‘A ., Boor 2705, Washington, DC
203230, At BIN 0684-AC48.

Send comments regarding the
collection of information to David
Rostker, Gffice of Manapement and
Budget {OMB}, by e-mail to
uC}i’ldMPUSTACZ‘Q-‘]IR. b 800 HOV,
to {202} 3857285,

Conaraends received ¢
rulemakiog will be avai
www. bis.doc.goviisia.
FOR FURTHMER INFORMATION CONTACT:
Steven Goldman, Director, Office of
Nonprotiferation Conixols aod Treaty
Compliance, Burean of Jadusixy and
Security, Telephone: {202} 452--3825
SUPPLEMENTARY INFORMATION:

Background
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or by fax
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abile at: htfp//
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Cansistent with a recommendation
contained in 3 report of the General
Accouniing Office (GAQ], the Bureau of
badustry and Secarily {BIS) propuses ta
arnend the hwoﬂ Administration

tepulations {EAR]) {o tnupose a licensing

Canada of
the Missile
{(MTCH)

raguirermend on Mpm‘is ti {
dual-use iterns listed on
Technology Control Regime
Annex,

The Export Administration Act {(EAA)
of 1879 was amended in 1891 to require
a license for the export of dual-use
MTCR controlled goods or technology to
any country. However, when the
Commerce Control List was reviced and
renumbered in August 1991 {56 FR
42824}, the Canadian & xs'mptum from
lcense requirements for MT-controlled
itemas was not changed. The
continuation of ‘f.hc exemption from the
}ice‘.miny rszqui"f‘mimf" fior expots to
Canads was consistent with LLS. policy
that bad, since 1941, permitted the
export withouot Heense of nearly all
duad-use poods and technologies
intended for consurapiion or use in
Caaada,

Ui May 31, 2001, the Uniied States
General Acco untiog Offics {GALD (since
renamed the Goverorent
Accountebility Office]} issued a repant
entitled; “.Cxpr‘rt Controls: Regulatory
Change Needed to Comply with Missile
Technelogy Licensing Requiremenis”
{GAL-01-530) That repnet
recorurnendad that 815 either arvend the
EAR to raquive 3 Heense for exports of
dual-use MTUR tores to Canada o seek
a stabutory change fram Congress.

bt the course of commenting on
GAWY’s vepart, the Departmest of
Commerce informed GAO that
fegislation ihat would replace the
L,\puz’( Administration Act of 1979
{(EAA} was pendiﬁp in the Congress and
that the legislation did not ko'l’m‘n 3
provision that would maundate licensing
reguirements for the export of bT-
controled ftems to Canada, At various
tines 1 the veaes 2000 to 2002, 8. 149
and H.R. 2881, proposed legislation that
wordd bave reastharized the BAA, were
npder consideration by the Congress,
While S. 143 was approved by the
Senaie, the legislation to replace ihe
Export Adminisiration Act was not
enaciad. The Depariment of Commerce
also noted in its comments that it had
notified Congress of the Canadian

sxemption for MT- wntrolied ifems
gvery year sinoe 1841,

fn Hgtt of GADYs recommendation,
RIS publisbed an “Advance soiies of
p"'opi,sc‘d alemaking” ox Deceraber 2
2001 {66 IR 65686}, soliciting public
cemments on the removal of the
'31}%1.& exemplion for export of MT

s to Canada. BIS received seventeen
ments in response, from Canadian
J 3.-based trade associations,
dian and U.5.-based companies, 3
53] qx_dmu, and the Government of
1. Al of the substantive

r pees
I} F.T

f-‘-«.ﬂ

C’J [yl

La?

Oreig

(..}

P




Fedoral Register/ Vol

No. 99/ Tuesday, May 2

2005

/Proposed Rules 29661

comments volced appogition to the
Heensing reqpirement,

Susmnary of Commuents

Trade association commenters stated
that the license requirement is expestod
to force Canadian companies to seek
hsiness rel 'Housmps and squipment
reces outside of the United States,
canse interruptions sud delays in
binational defense supply lines,
negatively tmpact the indeot and spisit
of ruany of the bilateral agresmend on
defense issues, esru‘ negatively impact
the injegraiiog .zn d interoperability of
Canadian and U.S. security forces. Une
irade association commuenter noted that
six of the ten largest seraspase
COTRRENIas ‘p«‘mm in Caoada ave
subsidiarios of ULS. firms, and stated
thal rmposing & Hesnse requirement on
siT-controlled iteras to Canada could
Inad to loss of significant market shara
by the serospace industries of both

auutrizs. This Cauadian commenier
also recoramended that the licens
reguirement oot be impuscsd wutil thie
Missile Tec -mu}uuy' avoteod Lisi Regime
{MTUR) control Bst is conplotely
reviewed. A 1.5, industry asscciation
siunenied that the r{,qmr{‘m:zm thnf all
~eontrolled fteres be Hoensed to
,\anada wondd cause considentle
Jglocstion withont vieldiog any
wrespondiog beasefit in texas of

*H‘mi oy secarity, sod m'g:.ad that

ent 3 enaciment by Congress that
\pl wsly exteads the P\/‘T {m MSE
requirement to Canada, the sxisting
rixles net be atexad,

Cansdian and U.8.-hased companies
commentad that trade between the
itad Sates and Canadas in M-
costrolled flemy will be adversely
affocted, and that companies w M fnour
adided expenses and deleys in obtaining
licenses for seftware end techaelogy
exports as well as for equipment
exports. Oue compasy semmenied that
the sdded expenses incumad by
companies ¢ comply with a Heensing
requirercent will trickle down ic the
flying pu thlic,

Finally, the Covernment of Canada’s
corarpents agreod with those of the trade
assouiations and cumpanies on the
adve fect a liceuse requirement witl
have oo VLS. Canada trade jo MT-
controlied items and. hecause of the
close rﬂ-.;ti(:-ns;é)ip between the Canadian
and V.8 jondusines, on the provision of
key squiproent to U5, industry and
governsent, including the mwilitary, The
Govermment of Canada siso commentad
that several U5, trade partuers maintaio
provisious to exempt fmm individoal
Hconging the export of MT-controll
ttems 1o aibier MTOR merber connteiss,
and cited the European Union, fapan,
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Switzerdand, and a Canadian exemption
}r\f exports to the United State

Cowmments may be viewsd at: Iftg.//
sfoio.bis.doc.gov/pubcomm/MTCR-

reee

Canada/MTCR-Casindi, pdf.

Response lo Comments and Request for
Further Comments

Although the comments received o
TESPONSE to the Advance Notics
Praposed Ruelemaking generally were
apposed to the leenae requiremem for
several reas Py
BIS requests more specific mmmm ‘as
to the effoct that the rule will b
termis of numbers of Heense anpixca ons
that the industry sed/or individuat
companies windd expact to submit
s such s requirsroent, aad, if
He, estimated additional costs of
complying with a Hoense requirement.
Coraraents addressing these spacific
issues will enable BIS to evalnate betier
the fmpact that a h”ense requirement

will have in measu uabif‘ terms on
i mnsnv seciors and individual

DmpRIEE,

Although the Export Administration
Act z»\p*md on Aungost 20, 2001, the
""rswifi ent, throngh Executive Order
222 of Augnst 17, 2001, 3 CFR, 2001
np . p. 783 tz,()n.,}_. a3 exiended by the
tice of A ngust 8, 2004, 3 CFR, 68 FR
33 {August 18, 2004}, has continued
Export Administration Regulations
fkect under the International
nergency Boonomic Powers Act.
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Kulemakmg Requirements

1. This pm;wwci ride bas been
determined 1o be not signifieant for
parposes of £.O. 12886,

4, Notwithstaoding any other
provision of law, no pesson is regu
to respond o, nor shall any parsno b
j2ct to a penalty for fathae to coroply
wi feaep Hection of information, subjoct
o the cequirernents of the Paperwork
Reduoction Act {44 U.5.0. 3501 ef seq.)
{PRA)}, unless that collection of
information displays a carrently valid
Office of Management and Bu ia@t
{OMB) Control Nomber, This proposed
rule contsing & collaction of infonmation
subiect to the reguivements of ihe PRA.
This collention has been approved by
{8 suder Costrol Mumber 3694--0088
(Mu‘ i-Purpose '\p*aiicatiﬂn) which
carvies & burden hour estimnate of 58
inates to prepare and sobit form
748, This proposed rule is expected
esult in en increase in the pumber

ense applications submitted to RIS,
,'zd comments regarding this burden
estimate or 3oy other aspect of this
coklzction of inforreation, inchuding
s\zogfls.»um\ for reducing the burden, to

David Rostker, Office of Management
and Pudget {OMB], by e-mail to

Bavid Hosther@omb.eop gov, ar by fax
to {202} 295-72685; and to the Regulatory
Policy Division, Bureau of Industry and
Security, Departruest of Commerce, PO,
Box 273, Washington, C 20044

3. This proposed rule does not
contain policies with Federslism
impliations as that teme is defined
sonder BO. 13132,

4, The provisions of the
Ad b inisirative Procedure Act {5 US.C.
553} requiring a notice of propossd
ruiumakmg and the opportunity for
public comment are inapplicable
because this regulation jnvolves a
military and foreign effairs function of
the United States (58 U.8.C. s53{a){1))
Mo other law requires mat a notice of
proposed rolemasking and an

ppartunity tor pu‘a\iicz comaent be
given for this rule. Because a notice of
proposed 'ula-nd]\mg and an
opportunity for public comment are not
reguired to he given for this rule under
the Admindstraiive Procadnre Act or by
any other law, the analytical
reguiremenis of the Regulatory
Flexibility Act {5 ULE.C. 601 ¢ seq.} am
not applicable,

w-f 1

However, in view of the importance of
this proposed rule, BIS is seeking public
comments before these revisions eke
effect. The perind for submission of
nmments will close June 23, 2005, BIS
will mns:der al} comments received
befare the close of the comment period
in d\w«;‘.l-npx:)g a Bual rule. Comments
received after the end of the comment
period will be considered if possible,
ut their eoosideration canaet he
ssured. BIS will not accept public
cornygents accoxapanied by a request
ha- a part or all of the material be
&tea wnfmcntmnv hecanse of its
business proprietary nastoee or for any
wison. BIS will return such
compments and materials 1o the persons
submitting the comments and will not
consider them in the devel spment of the
final rule, All public comments oo this
proposed nude must be in writing
{including fax or e-matl} and will be a
matter of public record, avatlable for
public mep«zrtx\m and copying. The
Bureau of Industey and Seourity
displays these pubbic comments on itg
Freedom of lnformation Act {(FOIA) Web
site at hitfp:/fwww bis doc.gov/foia. BIS
dass not mainiain a separate public
ingpection facility. if you have techuical
difficulties accessing this Web site,
please call BIS's Qffice of
Administration st (202} 4820500 fur
assistance,
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List of Subjocts
15 CFR Part 738

oo and
2ign trade.

Administrative pract
provedure, Exports, Fo

5 OFR Fart 742
‘"\pum\ Foreign trade,
A( cordingly, parts 738 and 742 of the

(m »Mmmwrmm} Regulations {13
a:t,

750-748) are smended, as

PART 738-{AMENDED]

. The sutbority citaiion fz“‘f’
c.(.nm;:me.s to vead as follows:
Aunthority: 501 .
L1701 eof seqa 20 ULSC 74200 10 L
2510 of seq.; 22 LLE.G

Xt 738

(0% et seq. ;Mz B2 8004;
. 185 ) 185{u) 42 VLB 2130 48

3UEC 13
pp. Gl

46 WLB.C app.
. “'D‘Ev—‘a‘"l Pu"J. L.

37, 3 OFR, i:s‘jﬁ f.,umpq P.

4 L BE FR 44025, 3 OFR, 2001

Comp., P ?&J: Nnvm of August &, 2804, 63
FR 483763 {August 18, 7084).

2. Su ‘plr‘mt‘rt No. 1 to part 738 is
smended by adding an “X"7 under “MT
17 inthe “Missile Tech” columa for

“Canada,”

BART 742~ AMENDEDR]

3. The az*th»)r} s oitstion for part 742
continues to read as {vliqws.

Autharity: 86 U.S.C. 8
1LS.C 1701 et seq 18 LRGS0 zrw &l
; ‘%"13- el moas 42 LLSAL 2438 bm‘
1T, Pl L 106387 Baen, 228, Pub, L.

'S«‘C 1 f , Fubn ke 10613, 117 Stat

54 13 FR 20947, 3 CFK, 1978
Coap., . 170 E.(). 12851, 58 PR 53161, 3
CFR, 1993 Comp., p. 608; E.0. 12838, 59 FR

54 ¥R, 1984 Camp.. p. 988; E.O.
14 61 FR 56767, 3 € SR, 1995 szxp.,p.

228, BAD. 13222, 86 FR 44028, 3 GFR, 2001
Comyp., p. 784 Prosidential De tui daation
200523 of May 7. 2003, 83 FR 28454, May

. 2005 Mntice of Octaber €9, 2003, 68 FR
82209, 3 CFR, 2003 Comp,, p. 347; Notice of
Avgust 8, 2004, 64 FR 48763 {Augasi 15,
2004}

§742.53 [Amended]

4. Secti ts amended by
revising the phease "o all destinations,
except Caoads, 83 indinated by M
Calurun 1 of the Oountey Chart™ o read
Yo all destinations, as Jodicated by MT
Columnx 1 of the Country Chari” in the

¢

third sentence of paragraph {a}{1}.
Dated: May 19, 2665,

Matthew 8. Borman,

Dopaty Assistani Secretary for

Adwainistration.

¥R Do, 8510386 ¥

BILLSG CORE 3910-33-8

Filed 5-23--05; 8:45 am]

DEPARTMENT OF THE THEAQURY

internal Revenue Service

26 CFR Part 1
[REG~134030-04 and REG~133781-02}
RiN 1545-BDES and BIN 1545-BASE

Credit for Increasing Research
Activities

AGERCY: [nternal Rovenuoe Service {IRS),
Treasury.

agTion: Notice of proposed rulemaking
by crossreference to emporaey
regulations: notice of public heariag;
and withdrawal of previcusly proposed
regulations.

sumsaRy: n the Rules aud Regulations
saetion of this issue of the Federal
Register, the IRS {5 fssning tesaporary
regulations relaiing to the computation
ard allocation of the credit for
increasing research activities for
wambers of a controlled group of
sorporations, including consolidated
groups, or a group of zmdes ar
Businesses updaz common eoptrel, The
text of those regulations also serves as
the text of these pmpmm ragulations.
This document also provides notice of
a pubh' hiearing on these proposed
regulations end withdraws the proposed
regulations published in the Federal
Register on July 29, 2003 (68 FR 44404).
DATES: Written or electronic Qmmsnts
must be received by September 28

2003. Reyuests to speak and ouilines of
thie topics to be discussed at the public
hearing scheduled for October 19, 2008,

at 10 a.m. must be received b}
September 28, 2005,
ADDRESSES: Send sulwnissions to:

2
OO PALPIUFR (REG-134020-04), room
5203, ‘inie‘:mcd Revernus Service, PO Box

7684, Ben Franklin Station, Washington,

B3 20044, Submissions may be hand
delivered Monday through Priday
between the hours of 8 am. and 4 pom,
to: COPALPDIPR (REG-1323030-04),
Couriec’s Desk, Internal Revenus
Service,
Washington, 0 20224, Alterpatively,
taxpayers may subanit slestronic
comments directly to the IRS indercet
gite at hfpd/wwwirs. goviregs or via the
Federal eRulereaking Portal at hi‘.’,}'//
www regalotions.gov (IRS and REG-
1340”0%)4) The public hearing will be
held in the Auditorium, 7th Floor,
nt anal Revenue Bullding, 1111
Constitution Avenue, NW., Washington,
D 20224,
FOR FURTHER INFORMATION CONTACT:
Connerdag these propased regulations,
Micols R CGimine at (202} 6223120
conceraing subraissions of comments,

1111 Constituting Avenue NW.,

the hearing, and/or to ke placed on the
building access hist to al tend the
hearing, Robin R, Jones at {202} 622—
7180 {not toll-free numbers).
SUPPLEMENTARY INFORMATION:

Backgrourd and Explanation of
Provigings
This domemexd withdraws the notice

of praposed ndemaking (REG-133791-
02} published an July 29, 2003 axd

argends the ncome Tax Regulatings {26
CFR 1} relating ta section 41, The
temporary regulations set forth the rules
refeting to the computation and
sliocation of the oredit for increasing
rasearch activities for members of a
controtled group of corporatious,
including consolidated groups, ora
group of irades or businesses under
common control under section 410) for
taxable years ending on or after
December 31, 2004, The text of those
regudations also serves as the toxt of
ihkese proposed regulativas. The
preamble 1o the temporary regulstions
explains the emendments.

Special Analyses

It has been determined that ihis notice
of proposed rulemaking is not a
significant regolatory action as defined
in Fxecutive Order 12868, Therefore, a
regolatory assessment is uot required. It
also has been determined that section
1 Admixdstrative Procedure
Aot {5 U.5.0. chapter 8} does not apply
o these regulations and, because these
regulations do not impoge oo small
entities a collection of inforraation

irarnent, the Regulaiory Flexibility

G, Lhup‘*?r 6] dues not apply.
Therelore, a Regulatory Flexib
Analysis is ool required. Pursusnt lo
section 7803{{} of the Internal Revenue
Code, this notice of proposed
rulemaking will be submitted to the
Chief Counsel for Advoeacy of the Small
Rusiness Adminisiration for comment
on its impact on smaall business.

Commends ansd Reqguests for a Public
Heariag

Before these pro pow‘ i regulations are
adopted a3 Boal regulations,
sonsiderating will be given {0 any
written coments {3 sigued original and
sight {8) caples] or electronie conunents
that are sutunitted timely to the IRS. All
commearnis will be available for public
inspection and copying,

A pu.)lu‘ hearing has been schaduled
for October 19, 2005, beginning at 10
a.mm. in the Auditorium, 7th Floor, of the
Internal Revenue Building, 1111
Coustitution Avenue, NW., Washington,
1IC. Dhue to building security
procedures, visttors must enter at the
Copstitution Avenne entrance. In
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communications

flectrone Rystoms
35 Sy Visw Drfue
Toeonic, Drtario. Canedg MBW 347
Tol: (418) 2481231 Faxe {418) 245-2001
www, L-SoDrm.Comies

Send by Fax: 202-482-3355
16 June 2005 Qr File: BAR-MTCR-02-21381

Depariment of Commerce

Bureau of industry and Secunly

Regulatory Policy Division

14th & Pennaylvara Avenue, NW., Raom 2705
Washington, DOC

20238,

At RIN 0694-AC48

Subiect Commerce Department Bureau of industry and Securify Removal of
Licensing Exemption for MTCR ltems Destinad to Canada

Dear Sir,

£-3 Communications Blectranic Sysiems Inc. (L-2 ES} a wholly owned foreign subsidiary of
LS. based L-3 Communications Corporation, is one of the world's largest manufacturers of
inertial guidance systems and is the only one based in Canada. These systems are used by
intercontinental commaeroial airlines, business jets. private corporations and charter aitlines in
aver 40 countries. Our customer base in the U.S. totals aver 200, L-3 ES is the OEM for over
24,000 systems, L-3 8 also performs repair and overhaul on these airborne navigation
products.

Our commercial inertial Navigation Systems (INS) and instruments {gyroscopes and
accelerometers) are conrolled under Category 7 of the U.8. Commerce Control List and are
identified as Missile Technology Control Regime (MTCR] itemns. All commercial inertial
navigation systemns are Transport Canada, FAA and JAS approved for use in civil aircraft.

Commercial navigation equipment shipped to Canada from the U.S. is currently exported
without & licence under the EAR exemption. The vast majority of shipments to L-3ES
consist of equipment sent to Canada for repair and return fo the U.8. The proposed
amendment would require that our U.S -hased customers oblain a Commerce export licence
to ship to Canada. This will ba onerous, expensive and tme conswming considering the
repaired ttem will be returned to the U.S. We believe this requirement will greatly increase
the turn-around fime for eguipmant repairs and ultimately increase the cost 1© our customers.,
This will be due to a rise in Alrcraft-on Ground situations, gate delays of airgraft and
nereased inventones of spare parts.

The implernentation of the Canadian Controlied Goods Program (CGPY in 2001 included
itamis coriroiled by the MTCR. A Canadian export permitis reqguired for alt MTCR ilems
exported from Canada with the exception of shipments destined for the Uniled States. A
requirement for our U.S. customers to oblain a license 10 ship 1o Canada, for repair and
return (¢ the U5, creates a neediess and added burden 1o the industry and the BXA,

16 ZRES gRian 418 246 2@12 PRGE. 33



A Commerce icence will also be required for the export to Canada of new eguipmernt,
software and technology. We anticipate significant delays in the delivery of LLE. sourced
pigce parts, supplies and production equipment as American suppliers determing whether an
export icence is required for L-3 ES procuremants. This will adversely sffect our ability to
meet production schedules and could result in the loss of sales for UL.S. companies as we
saurce products in other countries.

We anticipate that the imposition of the ruls change will result in the submission of
approximalely 1000 export license applications per year from our customers. We estimate
that the additional costs to U.S. based companies in complying with the license requirement
will be $2-4 mil per year.

We urge BIS o withdraw its proposal to amend the Export Administration Regulations.
Shipments of commercial MTCRANS equipment should continue {o be exempt from the
requirement to obtain an export license.

We would be pleased to discuss any aspect of this matter with you or vour officials. Please
feel frae 1o contact me al (416) 248-1231 Ext: 2313 should you have any questions.

Sincarely,

L-3 Commumications Electronic Systems inc.

a
Expatrt Cofmpliance Manager

JUN 16 2005 §3al 416 245 2212



KCO I’ T povsery COALITION ON TECHNOLOGY TRANSFER
1700 K Sweet, LW, Washington, D.C. 20006 {202) 282-39%4

June 23, 2005

Via E-MAKL AND FIRST CLASS MalL

U.S. Pepartment of Commmerce

Burean of Industry and Secarity
Regulatory Policy Division

i4ih Street & Ponnsylvanie Avenus, NW,
Room 2705

Washingion DC 20230

Atin: RIN 0684-AC48

Re: Proposed Hules Imposition of License Requirement for Exports and
Reexports of Missile Techuology-Controlied Homs Destined 1o Canada
{76 Fed. Reg, 29666 (May 24, 2005}

Gentlomen/Ladies:

The Industry Coslition ou Technology Tranader (TCUTT) sppreciates the opportunity o
comunent on the above-referenced proposed rule, which wonld impose a license requirement for
exports and reexports & Canade of items controlled for missile technology ("MT™) reasons. For
the reasons set forth below, ICOTT wrges that the proposed rule not be adopted. Instead, the
existing Canadian exemption for MT-controlled items should be retained anless Congrese
sapdicitly extends MTCR Heensing requirements to Canada,

For more than sixty years, the United States and Canads have enjoyed 2 special and
unigue cooperative relationship on defense and export conteol matiers, The 1941 Hyde Pask
Agreement provided 3 license-free zone between the United States and Canada which was
essential for the war production efforts of the two sountries. Bver since, with ouly a few
exceptions, s Agresment has been regarded by the United States as binding, not only legally
but also for practical coonomic reasons. Since 1941 the two countriey have enterad into over
2500 other agreements designed to facilitate and maintain & highly integrated sud mutasity
supportive defense industidal base. In the sres of export controls, the two countries have created
& regulatory strusture that-—at leagt for tems subject to the Bxport Administration Regulations—
approaches 8 license-free zone. Thig beneficia! arrangument has snabled government and
industry in exch country to rely on the specialized capabilities of firme in both nations without
significant and annecessary regulatory constraints,
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This cooperative relationship has played s critical wle in the development and structure
of the aerospace, defense, and Mgh-technolegy sectors in hoth countries. The virtua! absence of
3 Heensing roguirement has encowsaged many leading Uniled Siates asrospace and defense firms
to establish substantial operations in Canada that sve felly integrated with their domestic
operations. This regulstory environment has alse enabled prime contractors in one countyy to
egtablish flexible and cost-effective supply arrangements with subcontraciors in the other
ovuntry. The imposition of u Hoensing requirement for Canada would eliminate a key pillar on
which this extensive bilateral trade and investment has been tuilt over the past half century,

Beguiring livenses for MT-refated exporis te Canada would seriousty disrupt the
operations of serospace, defense and other Mgh technology frms on both sides of the border,
MT licensing requirements would apply to s wide-ranging sumber of commercial products and
services, luding computers and other electronics, avionics and sirera® eguipment, gas twrbine
engines and structiral composites, and would have adverse impacts on the research soctor and
wmall and medivm businesses, Une leading U5, asrospace firm has estimated that MT licensing
for exports > Canads would requive it to seek thowsands of additional ticenses cach vear and
incur millions of dollars in increased compliance costs, Other private secior souress estimate
that hundreds of individus! businesses would be adversely affected by an MT liconsing
requirement, an estimate that lkely is conservative, given the extraordinsry degree of integration
between the U8, snd Casadian high technology, seospace, and defense seotors.

The adverse mpacts of « Hoensing requirement for exports to Canada of MT itams would
Hkely be at least as severs as those that accompanied the Department of State’s 1999 mliback of
the "Canadizn exceptions” to the [TAR's licensing requirements. Aceording to the Cansdian
Qovernment, the 1999 ITAR licensing changes caused considerable delays in the ability of
defense agensies to obixin items vital to support both existing and new defonse systems and
vesulted in similar delays for both the U5, and Canadian private sector. These changes also
repartedly caused some Canadian Suns to replace U.S. suppliers of machinery aud materials
with aon-ULS, suppliers. As a consequence of thess effects, the two govertments, with the
strong eneouragement of the private sector, subsequently agreed to restore many «f the Canadian
licensing exemptions under the ITAR. Haposing s Hoensing requirement for Canada could, in
some cases, wndenmine this indliative by impoding an BAR Hoeensing requirement to transfer
BAR-~controlled MT technical dats to a Canadian natjonal, when segusbly more sensitive ITAR
technical data would not requive a Heense due to the spplicability of an ITAR "Canadian
exception.”

OOTT also fails to sew the problem to which the proposed regulation is the selution.
Careacks historically bas been » strong partner i nonpoliferation matters and the current
srangement governing exports of MT leros to Canade has worked well. Moreover, other
MTCR-member nabons have an approach to Canada that is similar to current U8, practice, For
example, the Eoropesn Undon {whose members include many MTOR counirics) permits most
MTCR Hemns i be expotted 1o Cansda without  license, Additionally, the most sensitive
MTCR-controlled items are regulated not by BIS, but by the Departinent of State wnder the
ITAR. Aszconsequence, the propossd regulation would impose ndditions! buseaucratic burdens
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on sommerce for items that are of relatively loss concemn from 2 MT siandpoint. In short, an MT
Heensing reguirement would cause considerable disruption withowt viclding corresponding
bonefits in coxndrol or national security,

We rscognize that the National Defense Awhorizstion Aot for FYY 1991 contained a
provision reguiving Hoenses for MTCR-controlled Homs, When it enacted this provision,
howaver, Congress was well aware of the sxtraordinary history of special expont control
cooparation with Canada.  Accordingly, Congress should not be viewed as having shrogated the
Ceanadian MT licensing exception sub sifentiv. dMoreover, sinve 1991, the Department of
Comunerce has notified Congress each year of the continued existence of 2 Canadian exemption
for MT-controlled ftema. This suggests acquiescence by Congress in the Depuriment's effective
angd practical appmach 1o the export of MT-controlled iterns o Canada,

In the corrent nationsd seourity environment, the United States faces vaany serious fueats, i
o addressing these theeats, the U.S, Government must alse use its lmited national seourity
resouress in & wise and sffective manner. Imposing an wanecessary and disruptive MT Hoensing
reguiremont on expords 1o Cansde will not enhance United States national security and will divest
resonrees from other, more pressing security nesds,

For all of the foregoing reasons, as well s the reasons thal we snticipate will be
advanced by other conmenters, ICOTT strongly urges that the proposed mile sot be sdopled and
that exigting MT-licensing exemptions for Canada be retained.

Pounded in 1983, ICOTT is & group of major trade assovintions {names listed below)
vwhose thonsands of individeal manber finms export controlled goods and technelogy fom the ;
Usnited States. ICOTT's principal purposes are te advise U.8. Government officials of industry !
soncensy about export controls, and 1o infiorm ICOTT's member rade associations (and i fum
their member frms) about U8, Governmend export control activities.

Bincerely,
{_:{:,;_J £, »j’/f/f S dy bronrey ;

£ e,
Bric L. Hirschhom S~ <7

Exgoutive Seoretary
ICOTT Members
American Asgoeiation of Exporters and Importers

Semiconductor Equipment and Materials International
Semiconductor Industry Association
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3 530 HUMNE LoGITIanY
1200 Wilson Bivd,
Arlingion, VA 223061889

June 22, 2005

U.S. Department of Commerce

Bureau of Industry and Security
Regulatory Policy Division

Room 2705

14" Street and Pennsylvania Avenue, N.W,
Washington, DC 20230

Rer RIN 0694-AC48

Proposed Rule: Imposition of License Requirement for Exports
and Reexports of Missile Technology Controlled ltems Destined to
Canada (70 Pederal Register 29660 dated May 24, 2005)

Dear Sir or Madam;

The Boeing Company appreciates the opporunity to comment on the
referenced proposed ruling by the Burean of Industry and Security which would
impose & license requirement for exports and reexports to Canada of ttems
controlled for missile technology (M) reasons.

Boeing Commercial Airplanes, the Boeing Business Unit that
manufactures commercial aircraft (heveafter referred as “Boeing™), would be
significantly impacted by the proposed regulations. Specifically, Boeing has
relied on a license-free environment for many years o establish a close and
efficient relationship with Canadian suppliers and close collaboration with
subsidiaries Iocated in Winnipeg, Toronto, Vancouver and Araprior. Integration
with our Canadian subsidiaries and suppliers has allowed us 10 reduce costs and
enhance our posture in an ntensively competitive international market that often
results in our having to market in an unlevel playing field.

Boeing Winnipeg 15 a direct partner to Boeing on our new airplane, the
787 Dreamibiner. Exports to Boeing Winnipeg in support of this program are
controlled for MT reasons since the aireraft is made mostly of composite
materials. The proposed regulatory environment could lead to delays in the work
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performed m Canada which would neutralize efficiencies that we hoped to
achieve by working with our Canadian subsidiaries and supphiers. Any disruption
in the 787 program that would affect our launch date counld put us at a competitive
disadvantage with respect to the new airplane being developed by Airbus, the
A3350, since our earlier lsunch date 15 an essential factor in our ability to win sales
and recover our BR&D and other nonrecurming costs.

Additionally, we are in final negotiations with four Canadian companies
and have contracted with a fifth in support of an important program, the Large
Cargo Freighter, involving production of Section 49 (fairings and main landing
gear doors), vertical fin to body fairings, the cargo loader, etc. Those operations
could suffer, as well.

Boeing also employs more than 200 Canadian citizens 1 the US. in
support of commercial aireraft manufacturing; individual Beenses would be
needed for these emplovees and our ability to move them quickly and efficiently
from one activity to another would obviously be restricted, Additionally, it would
be very costly 3 make people stop working on prajects if a Heense 13 not obtained
mmediately, or within the grace period should one be granted. As far as the
additional number of licenses that would have to be processed by BIS, we
estimate that Boeing alone would ncrease that number by 25%.

Just as important, the impact of this new licensing requirement could be
felt in the Canadian commercial aviation areg, as well, since exports of parts and
components that may be controlled for MT reasons, such as inertial reference
units, accelerometers, etc, could no longer be promptly effected in ajrplane on-
the-ground situations, or other emergencies in which a pat must be provided
tmmediately to ensure safety of flight and also to prevent an airline from incurring
immediate revenue losses. The current system of operations of Canadian airlines
presupposes a license free environmment for these parts, and the imposition of a
Heensing requirement could have an adverse impact on the passenger service and
maintenance and service schedules these airlines have in place unti! they make the
required system changes.

Following is a list of items on the Commerce Control List (and
correspouding BECCNs) that Boeing currently transfers to Canada without an
export license. This list demonstrates demonstrate the magnitude of the adverse
impact that removal of the exemption would have on the company.

1B001 - Equiprent for the production of composites, fibers, prepregs or preforms
{except NDI equipment),

18181 - Equipment for the production of structural composites (for example,
filarment winding and tape-laying machines).

1CO07 - Ceramic base materials and ceramic matrix composite materials.
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1ICT07 ~ Graphite and ceramic matenials,

ID0GT — Software for the development, production or use of equipment controlled
by 1BO0L (see I1BOOL above).

13101 - Software for the use of equipment controlled by 1B101 {see 18101
ahove).

112103 Technical data and procedures used in production of items controlled by
1C007 and 10107

LEQOL - Technology for the development or production of composite materials
and stems controlled by 1RO0L, 1BI01, 1C007, and 1C107.

1E101 Technology for the use of items controlied by 1BO01, 1B1061, 1C007,
FCI07, 10001, 1DIGT and 1D103

IE102 - Technology for the development of software controlied by-113001,
153101 and 1D103.

1E103 - Technology for the production of items controlled by 1C007, and 1C107.
ZBO04 - Hot isostatic presses.
2B00OY - Spin-forming and flow-forming machines.

20001 - Software for the development, production or use of hot isostatic presses
and spin forming and flow forming machines {ZB004).

TEOD3 Technology for items controlled by 7A001 through 7A004 (systems
controd on the plane

It is our hope that a regulatory solution can be achieved that will allow
gxeeptions for the above ECCNs for specific activities.  Additionally, we would
propose that the new controls be applicable to new transfers, since it may not be
praductive te impose controls on technology and equipment that have already
been exported. Such an approach would also protect Canadian companies from
potential work intecruptions if liceuses cannot be obtained as soon as needed.

We believe that it would be in the interest of the USG to preserve our
collaborgtion with Canada on the 787 and other highly competitive programs such
as the Large Cargo Freighter in order to avoid disruptions that could have
unintended and woad implications.



Please et us know i you would like to have additional details on the
information provided in this letter. We woudd also be pleased to meet with you to
discuss this matter further.

Sincerely,
w"} ‘\“"" .
&{l”ky.;’»‘ { il {;éhw .
Norma Rein T
. Manager, Export Policy and Regulatory Reform
. 703-465-3655

BT ETVE



Fast Air Corporation

June 22, 2005

Department of Comraerce

Busean of Industry and 5 sousity
Regulatory Policy Bivision

14th & Penneylvania Avenue, NW |
Roam 2708

Washington, DC 24230

A RIN 0094-A048

Suhisct: Commerce Bepartmen § Bureau of Industry a ad Seaurity Removal of
Licensing  Exemption  for MICR  Items (leertisl  Navigation
Eguipment) Dectined to Canada

Deny Six,

Bast Ar Corporation 35 strongly opposed o the proposed amendment 1o the Export
Adaimsteation Regulatons (BAR) o im pose 3 tioonse reguirem ent for exports and ver
exports of derm s contredled for mussile iechnology (M) reasons to Canada.

Hast Alr Corporation is a oo mmercial avistion airling/service p rovider. We rely on
Carclian based agrospace compamies to supply and repair Inerial Navigation § ystem
{INS) equipment in 2 timely manner. The hun-around-time for INS squipment is oritical
in keeping our custors ers afraaft flying. Th e requirement 1o obtain and process an export
livense for the repair of INS equipm o fn Canada will lengther the repaly  fumearcund-
tiree which could resu lt in deday ed or cancelled flights.

We anticipa te that the imposttion o f the nde change will result in the  subsmission of
numerous additional ex port lioense applic aicns per vowr. We estun ate that the additional
COSES 10 OuT Company in complying with 2 B cense requirement will be considerable and
have 4 negative im pact on our profuability.

We nrge BIS o withdraw its proposal to ara end the Brpont Administration Regulations.

Shipments of commercial INS equipre end should continue © he exern pt from the
requirement o obiain at export license.

337 Swanit Sweat. P03, Bod €08 ¢ Hackene reby N3 QPRRO8E »Til eptione: 20348 7.856) « Froctore 20{ 49875938 « Band b indh @entiy can



Fast Air | Corporation

Flease feel f ree to contact the undersigned should you have any additional questions.

Binverety,

Robent Rreniisky
Vige Presid et

<
[+]

J Nepola, Presiden ¢ Bast Air Corporation
C. Nagel

337 Secand Bwed, P12 Bon QB © Hxdnos wet, N3 N A Tedepbons: M-8 TN o Facsitatle 205-427-3978 «Eango b infd Reritabr i
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Canadiazn Defence Industries Association
Amociation de Vindusivie de In défense dn Canada%
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LS. Department of Commerce
urean of Industry and Security
Lepniatory Policy Division

4" % Permsylvania Avenue, N.W.
oot 2705

Vashington, DC, USA

0230
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Subject: Froposed Rule: Imposition of License Requirement for Exports and Re-
exparts of Missile Techuology Controlled Ttems Destined to Canada

Reference: A. RIN 86%4-AC48
Dear Mr. David Rosther

The Canedian Defence Industries Assasiation (CDIA) is pleased to respond to the request for
comnients on the proposed rule to impose fivensing requirements for missile technology items
destinad to Canada. :

Ap an opening somment, CDLA would like to re-affiom our endorsement of, and sgreement with,
the “Summary of Comments” included on Page 29661 of the Federal Register / Vol. 70, No. 98/
Thesdny, May 24, 2003

The introduction of the requirement for U.5. industry 1o apply for a Licence for the export and re-
edport of missie technology controlled items destined to Canada will achieve the following:

Lo §t will add overhead costs to both the shipper and the receiver of the goods.

2. The overhead coste will either need to be included in the rates charged by the 118,
sompany, which will negatively tupact their ability to compets agatust non-17.8.
suppllers; or, they will sbsorb the additional costs and reduce their small profit margins.
This fs 8 “lose-lose” situation for U.S. suppliers.

The vocertainty about the time jt will take to complete the entire Beensing process will
create uncertainty about the ability of U.S. suppliers to respond to product orders in a
vimely fashion. The inerease in project risk will sucourage companies to seek non-U.S,
SUPPLIETS.

A requirernent for the Department of Commerce to have additional staff, defined
procedures and an appropriate working environment to be shle to respond to license
requests in & timely manner.
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Referenve A asked for estimates on the potential costs assaciated with the adoption of the
proposed rule. This request is difficult to respond 4 because key components of the cost

Fquation are not yet known. For example, the complexity of the lcensing process and the number
of times & month that & specific company will ke involved in license submittals has a significant
rapact on the number of peoply required 10 process the license yequests, With thege uncertainties
mind, and based on our experience with the U.S. ITAR and Canadisn Control Goods Program
wonformance requirements, we would offer that the foliowing cost components teed to be
ipcluded in the DOC template wsed for cost estimation purposes:

3

*  Anpusi DOC costs fir incremental staffing for license processing, help-desk functions,
lndustry outreach activities, web-site maintenance, infrastracture supporn, elc,

«  Initiel development of baining materiale, process and procedure docwmentation s
expecied to cost 330K w0 $100K per company {e.g. if there are 2000 compandes affected,
then the initial costa 1o V.8, industry would range from $100M to $200M

s Initial cost of conducting staff awareness training ~ estimate 1 hour per person maltiplied
by an average of $150 per hour pultiplied by the number of people in the defense
industry that need knowlsdge of this topie

*  Aanual cost of condasting staff refresher training - estimate 144 hour per persem
multiplied by an average of $150 per hour munltiplied by the number of people in the
defense industry that need knowledge of this topic

*  Aunnual cost per company to retain a single employee {equivalents dedicated to the
provessing of licencing requests — Hkely $150K to $200K per employee per year

*  The annual cost of orders either not placed or subsequently cancelled because of this
1ssus

From a Canadian industry perspective, costs will be incumred for traiming snd educating company
sff abowt this issue and for the costs associated with sourcing new suppliers as a risk mitigation
strategy.

In conclusion, CDIA believes that the proposed rule will have a negstive iropact on the North
Arnerican Defense Industeial Base and i¢ unlikely to contribute to enhancing the senurity of our
cduntries.

[

inceraly, —

—TIRTS

S B. {Stan) Ja¥obson
Vice-President Expont
Canadian Defence Industriss Association

g3
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1278 FM. 407 {Justin Rd.}

Suits 108

L.ewigvilte, TX 75077

{800} 200-2885

{8972) 317-2088

FAX (872} 317-3084

E:MAIL: jgorman §gormanaviation.com
WEBSITE: warw.gormanaviglion.com

Jarnes L Uim) Gormnon o
Prasidaent :

23 June 2005

Department of Commerce

Burcan of Industry and Security
Regﬂamry Policy Division

14" & Pennsylvania Av NW Room 27035
Washingion, DC 20230

At RIN 0694-A048

Subject: Corunerce Department Bureau of Industry and Security Removal of Licensing
Exemption for MTCR Jtems {Inertia! Navigation Equipment) Destined to
Cavada

Dear Six,

Gorman Aviation is strongly opposed to the proposed amendment to the Export
Administration Regulations (EAR) to impose a lcense requirement for export and re-
exports of items contrelled for missile technology (MT) reasons to Canada,

Gorman Aviation is & conugrcial aviadon serviee provider. We rely on Cansdian based
serospace companies to supply and repair Inertial Mavigation Systern (INS} equipment in
a Wmely manner. The twn-around-time for INS equipment is critical in keeping our
airerafl flying. The requireruent to obiain and process an export license for the repair of
INS equipment in Canada will lengthen the repalr turp-arpund-time which could result in
delayed o7 cancelied flighte.

We anticipate that the inposition of the rule change will result ia the submission of
approstimately (100) export license applications per year. We estimate that the additional
costs to oW company in complying with a license requirement will be $20,000.00 per
year.

We urge BIS to withdraw its proposal to amend the Export Administration Regulalions,
Shipments of commercial INS equipment should coptinue to be exempt from the
requirernent 1o oblain an export license.

Pleass food frze 1o comtact the undersigned should vou have any additional questions.

B0 DS 1830 POy d foo Y g
M 22 2885 1582 SVE31738584 PRGE. B2
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Inmes Gorman, President
Gorman Aviation Ine
(R72) 317-2985

(9723 317-2089 fax
email:gormanz l@zol.com
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United Tearnotagies Goporation : 8

Suite 605 o unlted .
1401 Eys Sitoat N, Technologies
Washington, (03 20008

{202} 335-740G40

Sune 23, 2008 Via ELECTRONIC MalL

Butca’u of Indusiry & Seccusity
LS, Depariraent of Comumnerce
54”’ & Constitution
Washington, DC 202

Rer Conunents Concerning Proposed Rude (RIM 0694-AC48)

To Whom B May Coneern:

United Technologies Corporaiion (CUTC™) fles these comments in response to the May
24, 2603 request for public corn mc 3ton a pmp% d yule that would amend the Bxport

.(h

Adminisiration Regulations ("EAR”) to unpose & license requirement for exports and
reexports 1o Canada of items conirelled for missile technology (“MT™) reasons. In shogt,
the proposed changes would significantly increase the burden and cost of doing business
for UTC's aireraft engine design and manufacturing subsidianies, Pratt & Whitney
“PEW™Y and Prant & Whitney Canada ("P&WC™), and for U.B. cperators of their
engines, with little, if any, appreciable gains fo national security.  As a vesult, UTC
respectivlly requests that BIS amend the proposed rule to creste an exemption for
Canadian support of civil-certified engines used on civil-cettified aircrafl operated by
bona fide civil operators. Aliernatively, if such an c)‘emptinn is infeasible, we reguest
that BIS revise the pmpm::-} rule to provide for blanket linenses that wounld enable U8
oivil atrerafl operatoxs o ship civib-cerificd engines 1o Canada for rusintenance, repair
ad overhaul {"MRC ﬁ”) over 3 defined period of thne, with no dollar or gnastity bhou.

Fraas

§. UTC Backgronad

UTCis g iabai corporation based in Hartford, Connectiont, With over 337 billion in
revenue i 2004 and approximately 210,000 cm;,iny-"es in 62 countries, UTC supplizs 3
broad range nf high techeology pmduus d support services to the building systems,
transporiation, and asrospace ndustries. UTi s companies e ndusiry leaders, and
UTL s best-kuown products include Prast & Whitney jet engines, space propalsion and
power systems; Carvier beating, alr conditioning and refrigeration systerns; Otis elevators
and escalstors; Sikorsky helicopiers; and Hamilton Sundstrand ﬂag%.i and spase systerns,

In ‘30(.’47 59 percent of UTC s totad revennes were generated outside of the Untied States.

i1 Current Adveraft Engine-Related License Regulrements for Canada

MTCR conirole cover gas turbine engines of 2 speeific thrast mnge that are used
cornmercial tansport adroralt eposted by iodivy 'n'{ angd bu aiy transport companics in
the general avintion rearket. Under the BEAR s current MT controls, only the engine and
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sngine technology are conprolled; engine parts and technology ars excluded, as as
engines exportad as part of 8 civil airerafl. Moreover, under current regulations, exports
of eagiues from the LLS. to Canada do not require a hcense,

L Eifect of Proposed Rule on U.S.~-Canadian Adrcraft Engine Trade

PEWC s PWEQD series of em; ines (s 2 new twrbofan engine family with 8 thrast level of
hetween 800 fo 2,000 16, of mai putiing the engines onder ECONM 94101a. Eagioes in
this family recently have been selected by Cessna for us Citation Mustang general
aviation aireraft; Ecl€p<\ »sv;ano for its Eclipse 500 cefterai aviation anorafl, which is
aimed at the emerging corporate air faki wmdustry; and BEmbraer in Brazil for is Very

Light Jet aircrafl, aim simed @t the general avistion and sic taxi markets. Al of these
aivorafl are in the 1 mlov3 passenger clase and will be sold in the Usnited States and
around the world 1o .gnglc airerafll ownerfoperators and fleet owners. THP PWEOL family
of engines will be civilcortified in both Canada and the United States and other
_jnrisdici:itms, as required.  The cngines wers dcsigned and will be manufactred in
Canada wing Canadian-origin techneology. The ongine will enter service w the Usnitad
States 10 carl v 2006,

Under the May 24 notice of proposed rule making. PWo0 engines to be reiumed to
f’&‘s‘«C i Canada from either the airerail manuiacturer or the alroraft operatoe for MRO
ould require @ BIS export Bicense. Based on the expected airerafl population i the
:1ed States and the average use of these ongioes, we ostimate conservatively that by
()I{? more than 2,000 engines will need 1o be exported anpuaily to Canada from the
Inifed States for MRO. By 2020, more than 3,000 eu"ines will need to be exported
annuadly, Nesdless 1o gay, this volume of gxpoits entails substantial Beensing burdens.

D )... =

1n many cases, 3t also will be bupossitle o determine in advance that an engine will ne
io b mp-‘risd o Canada for MRD.  Io the majority of cases, the export will be of 3
single engine by 3 single alrerafl owner/operator, Given that these aireraft will be used in
he highty ; competiive general aviation and air taxi markets, it will be imperative to
repair and return these engines as quickly as pms,h}e fraposing 2 oew  license
equivement will likely delay .he turnaround time for remaz“s, eici'ws, in tuen, wonld harm
the competitiveness of the operators of the airerall, espenially the ar taxd operators, as
well as PEWC, A license requirement wiil also likely increase costs for LS. operators
uaing the engines, becauss these opentors will Hkely need to tum o brokers or thivd-
parties to secure export licenses.

IV, Impact en Engiae Parts Exporis

In adiition W the Hicensing bundens assoiated with the PWa00 turbofan engine

many shipments between PEWC and its U.S. suppliers of MT-controlled items used in
the production of gas turbine engines will be affected by a new Heensing requiterment,
yucluding shipments of yaw materials, bearings, machine tools and inspection equipment,
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sensars, computers and sofltware and related technologies.  The proposed regulatory
change will resnlt v a significant monber of export Beenss reguests for these types of
yems, pechaps in excess of 1,000 additional requesis aumally.

V. Recommendations

Given the signifioant wpact that the proposed rule will have on BEWT and ULS. aircraft
operators of PEWC engines, we respectfally reguest that BiS consider amending the mile
to create an excmption for Canadian support of civil-ceriifted engiuss used ou civil-
certified sircrafi operatod by bona fide civil operators, Allernatively, we reguest that BIS
revise the proposed rule fo provide for blanket licenses that would cnable ULS. civil
aireraft operators to ship civil-certified engines to Canada for MRO over a defined period
of time, with no dollar or quantity limit. We believe that neither of these rovisions to the
proposed rule would compromisz the national security objectives underlying the
propos2d BIS mle on MT controls.

Vi Conclusion

UTC and its aerospace operating companies P&W and PE&WC recognize the important
riaironal secunity ohjectives anbuating the proposed nude. 1t is not clear the proposed rule,
: currently deafied and as apphed to PEW and P&WC, will advance the national
securtiy. Bt owill, bowever, snequivocally incresse the loensing and other sdministrative
coste for P&W and P&W Caonda, reducing theie produciivity as well as the productivity
of the U, eperstars of thelr alrorall engines.  The proposed rule and associated Heense
reguirements also are hkely to ncrease costs for U8, operators of PEWIT sugines and
.5 suppliers of PAWC. Beoause of these added financial and adwinistestive burdens,
Canadian firms may seeX to reduce their rehance on ULS. suppliers, wening to foreign
competitors that are not similaly burdened.  In the ond, US. suppliors would b

significantly weakened.

L4

LT approciaies the spportunity 10 prasent 138 views o the Depacirsent of Commerce on
this proposed rule.  For additions) information abowt these comments, please contact
Jorerny Preiss, UTC's Viee Presidest, Chief huernstional Trade Counsel, at (202} 336-
2428
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Jevemy O Hreiss
Vice President, Chief International Trade Counsel
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I*l ternational Tradie  Cammerce intarnational
Canada Canada

125 Sussex Drive
Ottawa, Ontario
K1A6G1

June 23, 2005

Regulatory Policy Division

Bureau of Industry and Secusity
Department of Commerce

14™ and Pennsylvania Avenue, N.W.
Room 2705

Washington, D.C. 20230

Us.aA

Fax: (302) 482-3333

E-mail: mblaskovi@bis.doc gov

RE: Federal Register: May 24, 2005 (Volume 70, No. 99)
Bureau of Industry and Security, 15 CFR Parts 738 and 742
Docket Mo, 011019257-5107-02

Dear SirMadam,

The Government of Canada would like to register our continuing concarns on the
imposition of a livense requirement for exports and re-sxports of Missile Technology-
Controlled tems destined for Canada. While we can not quantify the impact of such 2
hcensing change, we would re-iterate the views expressed in our submission of February
18, 2002 reganding the adverse ¢ffeet a livense requirement would have on U.8.-Canada
trade in MT-controlled tems, We would also remind that several U.S. trade pantners
maintain licensing exemptions for MT-controlled items 1o other MTCR member countries,

- mcluding the European Union and Japan, as well as Canada with its MT licensing
exemphion io the Unired States.

Yours sincerely,

/&4’{2‘&’?@% .

Michael Rooney
Direstor
Export Controls Division

Canadi
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