
UNITED STATES DEPARTMENT OF COMMERCE 
BUREAU OF INDUSTRY AND SECURITY 

WASHINGTON, D.C. 20230 

In the Matter of: 1 
1 

Engineering Physics Software, Inc. 
1 
1 

d/b/a COADE, Inc. 
I 2777 Jones Rd . 1 

Suite 480 
1 

Houston, TX 77070 
1 
1 
1 

Respondent 
1 

ORDER RELATlNG TO ENGINEERING FHYSlCS SOFTWARE. INC. 

The Bureau of Industry and Security, U.S. Department of Commerce f'BIS") has notified 

Engineering Physics Software, Inc., doing business as ("d/b/a") COADE, Inc. C'Engineering 

Physics"), of its intention to initiate an administrative proceeding against Engineering Physics 

pursuant to Section 766.3 of the Export Administration Regulations (currently codified at 15 

C.F.R. Parts 730-774 (2008)) (the "Reg~lations'~), ' and Section 1 3(c) of the Export 

Administration Act of 1 979, as amended (50 U.S.C. app. $6 240 1-2420 (2000)) (the "~ct"),' 

through issuance of a proposed charging 1-r to Engineering Physics that alleged that 

Engineering Physics committed 22 violations of the Regulations. Specificaily, the charges are: 

I The violations alleged to haw been wmmitted o c c ~  between 2003 and 2006. The Regulations governing the 
violations at issue are f w d  in the 2003 through 2006 vdons  of the Code of Federal Regulations (I5 C.P.R. Fkm 
730-774 (2003-2006)), The 2008 Regulations establish the prccedures hat apply to this matter. 

Since August 21,2001, the Act has been in lapse and the President, through Executive Ordtr 13222 of Augurff 17, 
2001 (3 C.F.R., 2001 Comp. 783 (2002)), which has been extanded by successive Presidential Notices, the most 
recent being that of July 23,2008 (73 Fed. Reg. 4 3 , M  (Jut 25, ZOOS)), has continued the Regulations in effect 
under the Intemhond Emergency Economic Powers Act (50 U.S.C. 8s 1701 - 1706 (2000) -PA"). 
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Charges 1-1 6 15 C.F.R 8 764.2(a): Export of Software Programs to Iran without 
the Required U.S. Government Autborization 

On 16 occasions between on or about February 1 I ,  2003 and on or about March 1,2005, 
Engineering Physics engaged in conduct prohibited by the Regulations by exporting engineering 
software programs, items subject to the ~ e ~ u l a t i o n s , ~  from the United States to Iran, via the 
United Arab Emirates, without the required U.S. Government authorization. Pursuant to Section 
560.204 of the Iranian Transactions ~ e ~ u l a t i o n s ~  maintained by the Department of the 
Treasury's Ofice of Foreign Assets Control ("OFAC"), an export to a third country intended for 
transshipment to Iran is a transaction that requires OFAC authorization. Pursuant to Section 
746.7 of the Regulations, no person may engage in the exportation of an item subject to both the 
Regulations and the Iranian Transactions Regulations without authorization from OFAC. No 
such authorization was obtained for the exports described herein. In engaging in this activity, 
Engineering Physics committed 16 violations of Section 764.2(a) of the Regulations. 

15 C.F.R. 3764.2(a) - Unlicensed Exports of  Software Programs to a 
Listed Entity 

On six occasions between on or about June 2,2004 and on or about June 30,2006, Engineering 
Physics engaged in conduct prohibited by the Regulations when it exported engineering software 
programs, items subject to the Regulations, to end users in India and Pakistan that were Iisted on 
BIS's Entity ~ i s t ' ,  without the license required by the Department of Commerce. A license was 
required for these exports under Section 744.1 and Suppiement No. 4 to Section 744 of the 
Regulations. In engaging in this activity, Engineering Physics committed six violations of 
Section 764.2(a) of the Regulations. 

WHEREAS, BIS and Engineering Physics have entered into a Settlement Agreement 

pursuant to Section 766.18(a) of the Regulations whereby they agreed to settle this matter in 

accordance with the terns and conditions set forth therein, and 

WHEREAS, I have approved of the terms of such Settlement Agreement; 

IT IS THEREFORE ORDERED: 

FIRST, that a civil penalty of $130,000 is  assessed against Engineering Physics, which 

shall be paid to the U.S. Department of Commerce as follows: $65,000 due within 30 days of 

These items wert classified as EARB, which is a designation far items subject to the Regulations but not Iisted on 
the Commerce Control List. I5 C.P.R 6 734.3(c) (2003-2006). 

' 3 1 CFR # 560 (2003-2006). ' Two exports were to the Pakistan Atomic Energy Commission C'PAEC') and four exports were to Bhabha Atomic 
Rmarch Center ('%ARC"). 
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the date of this Order, and the remaining $65,000 due within 90 days of the date of this Otder. 

Payment shall be made in the manner specified in the attached instructions. 

SECOND, that, pursuant to the Debt ColIection Act of 1982, as amended (3 1 U.S.C. $8 

3701 -3720E (2000)), the civil penalty owed under this Order accrues interest as more fully 

described in the attached Notice, and, if payment is not made by the due date specified herein, 

Engineering Physics will be assessed, in addition to the full mount of the civil penalty and 

interest, a penalty charge and an administrative charge, as more fully descrikd in the attached 

Notice. 

THIRD, that the timely payment of the civil penalty set forth above is hereby made a 

condition to the granting, restoration, or continuing validity of any export license, license 

exception, permission, or privilege granted, or to be granted, to Engineering Physics. 

Accordingly, if Engineering Physics should fail to pay the civil penalty in a timely manner, the 

undersigned may enter an Order denying all of Engineering Physics' export privileges for a 

period of one year from the date of entry of this Order. 

FOURTH, that the proposed charging letter, the Settlement Agreement, and this Order 

shall be made available to the public. 

This Order, which constitutes the final agency action in this matter, is effective 

immediately. 

Acting Assistant Secretary of Commerce 
for Export Enforcement 

Entered this 1 (* dayofTkcerbcr ,2008. 



UNITED STATES DEPARTMENT OF COMMERCE 
BUREAU OF MDUSTRY AND SECURITY 

WASHINGTON, D.C. 20230 

Engineering Physics Software, Inc. 
W a  COADE, Inc. 
12777 Jones Rd. 
Suite 480 
Houston, TX 77070 

In the Matter of: 1 
1 
1 
1 
1 
1 
) 
1 
1 

Res~ondent 
1 

SETTLEMENT AGREEMENT 

This Seutement Agreement ("Agreement") is made by and between Engineering 

Physics Software fnc., doing business as (Wb/a") COADE, Inc. ("Engineering Physics"), 

and the Bureau of Industry and Security, U.S. D e w e n t  of Commerce ("BIS") 

(collectively, the "Parties"), pursumtnt to Section 766.1 8(a) of the Export Administration 

ReguIations (currentIy codified at I5 C.F.R. Parts 730-774 (2008)) (the "~e~uladons"),' 

issued pursuant to the Export Administration Act of 1979, as amended (50 U.S.C. app. §g 

240 1-2420 (2000)) (the "AC~"),~ 

' The violations alleged to have been committed occurred between 2003 and 2006. The 
Regulations governing the vioiations at issue are found in the 2003 through 2006 versions of the 
Code of Federal Regulations (1 5 C.F.R. Parts 730-774 (2003-2006)). The 22008 Regulations 
establish the procedures that apply to this matter. 

' Since Augwt 2 1,2001, the Act has been in lapse and the President, through Executive Order 
13222 of August 17,2001 (3 C.F.R., 2001 Comp. 783 (2002)), which has bsen extended by 
successive Presidential Notices, the most w n t  being thst of July 23,2008 (73 Fed. Reg. 43,603 
(Jul, 25,2008)), has continued the Regulations in effect under thp InbmatTonsl Emergency 
Economic Powm Act (50 U.S.C. $4 1701-1706 (2000) ("IEEPA"), 



WHEREAS, Engineering Physics filed a voluntary self-disclwurc with BIS's 

Office of Export Enfomment in accordance with Section 764.5 of Ihe Regulations 

concerning m a i n  transactions at issue h e ,  

WHEREAS, BIS has noaified Engfnecring Physics of its intention to trihcc an 

administrative pmceeding against Engineering Physics, pursuant to the Act and the 

Regulations; 

WHEREAS, B E  has issued a proposed charging letter to Engin-g Physics 

that alleged that Engineuing Physic3 commhed 22 violations of the Regulations, 

s p d i d i y :  

1-16 15 C1F.R. 8 76a2(ah Export of Sohware Programs to Iran 
wifh~llt the Required US. Govvnment Authorhtlon 

On 16 occasions b e e n  on or about February 1 1,2003 and on or about March 1,2005, 
Engineering Physics engaged in conduct prohibited by the Regulations by ex- 
engineering s o h =  programs, items subjtct to h e  ~cgulations? fmm the Waited States 
to Iran, via the United Arab Emirates, without the rquired U.S. Government 
authorization. Pursuant to Section 560,204 of tht M a n  Transactions ~egulations' 
maintainad by the Department of ?he M u r y ' s  Office of Foreign Assets Control 
("OFAC"), an export to a third country i n t d d  for transshipment to h is a lnmssldicm 
that rquircs OFAC authorization P m u m  to Section 7467 of the Regulations, no 
person my engage h the expumtion of an item subject to both the Regulations and the 
Iranian Transactions Regulations without authorization from OFAC. No such 
authorization was obtainad for the exports descrikd haeh.  In engaging in t i i s  activity, 
Enghmhg Physics committed 16 violations of Section 764.2(a) of the Regulations, 

15 C8.R 9764aa) - UUnllccnsed Exports of Software h g m m  
k a L M  Entity 

On six occasions between on or a h t  June 2,2004 and on or about June 30,2006, 
Engineering Physics engaged in conduct prohibited by the Regulations when it exported 
engint~ring software progams, items subjject to the Regulations, to end us= in Mia  

' These items were clbssiflad ail EAR99, whicb is a designation for items subject to the 
Regulations but not 1W on the Commerce ControI List. 15 C.F.R. 4 7 3 4 3 ~ )  @003-2006). 



and Pekistan that were l ist4 on BS's Entity Use, withwt tbt lictnse q i r s d  by the 
Department of Commerce A l i m e  was requid far these =ports undsr Sedion 744. I 
and Supplement No. 4 to Soctiw 744 of the Regulations. In engaging in this activity, 
Engineering Physics committed six violations of Section 764.2(a) of the Regulatim. 

WHOEREAS, Eilghdng Physics has reviewed the propad  chmging letter and 

is aware of the allegations made against it and the administrative sandions which could 

be imposed against it if the allegations are fwnd to be true; 

m, Engheaiq Physics fully undwstands tht terms of this Agreement 

and the Order ("Orclef*) that the Assistant secretary of Conmeme for Export 

Enforcement will issue if be approves this Agreement as the final molution of this matter; 

WHBREAS, E n g i n d g  mysics enters into this Agnement voluntarily and with 

full knowledge of its rights; 

WHEREAS, Enghdng Physics stabs tha no promists or repmatations have 

been made to it other than the agretm~lts and considerations herein expressed; 

WHEREAS, E n g i n d g  Physia neither admits nor dcnics the allegations 

contained in the pmposed charging lettw; 

WHERBM, Engineering Physics wishes to settle and dispose of dl matters 

alleged in the p q m d  charging lerter by entering into this Agreement; and 

m, Enghdng Physics a p e s  to be bound by the Order, if entered; 

NOW THEREFORE, the Parties hetcby agree as follows: 

I .  BIS has jurisdiction over Engineering Physics, under the Regulations, in 

d m  with the matters alleged in the proposed darging letter. 

Two exports were to the Pakistan Atomic Energy Commission ("PAEC") surd fwr ellpoPtr wcm 
to Bhabha Atomic Research Center ("BARC"). 



2. The following sanction s U  be imposed against Engineering Physics in 

complete settlement of the alleged violations of the Regulations relating to the 

transactions detailed in the voluntary self-disclosure and the p m p d  charging 1- 

a, Engineering Physics shaH be assessed r civil penalty in thc 

amout of $130.000, which shall be paid to the U.S. Department of Comtmce, 

with $65,000 of this penalty amount due within 30 days of the date ofthis Order, 

and the remaining $65,000 due within 90 days of the date of this Order 

b. The timely payment of the civil pEnalty agrabd to in paragraph 2.a 

is  hereby made a condition to the granting, restoration, or continuing validity of 

any export lioensc, *sion, or privilege granted, or to be granted, to 

Engineerifig Physics. Failure to makc timely payment of the civil @ty sct 

fwtb above may result in the denial of dl of En-g Physics' export 

privileges for a mod of one year from the date of imposition of the penalty. 

3. Subject to the approval of this Agrmcnt pummt to paragraph 8 hereof, 

Enginewing Physics h h y  waives all rights to further p r o d u d  steps in thig matm 

(except with respect to any allegd violations of this Agreement or the Ordcr, if m&), 

including, witbout limitation, any right to: (a) aa administrative hearing regarding the 

allegations in any dwging I-, @) r q u ~ t  a refund of any civil miry paid pursuant 

to this Agreement and the Order, if entered; and (c) seek judicial review or otherwise 

contest the validity of this Agreerncnt or the Ordcr, if enterad. 

4, Upon entry of the Order and timely paymcnt of the $130,000 civil padry, 

HIS will not initiate any fmher administrative proccsdig against lkgmeging Physics in 



connection with any violation of the Act or the Regulations arising out of the 

idcnWlod in the voluntary seIf-disclosure and the proposed charge lam. 

5. BIS will make the proposed charging letter, this Agmmmt, and the Order, 

if mterod, available to the public. 

6. This Agreement is for a - r  purposes only. Therefore, if this 

Agreement is not w t e d  and the Order is not issued by the Assistant Seatrsrry of 

Commerce for Export Enforcement pursuant to Saction 766.1 &a) of the Regulations, no 

Party may use this Agcmmt in any administrative or judicial proceeding and tbe Mcs 

shall not be bound by h e  terms aontahcd in this Agrccmm in any subsequmt 

dmhistrative or judicial proceeding. 

7. No agrctmtnt, understanding, representation or intapretation not 

aontained in this Agraement may be wed to vary or otherwise affect the terms of this 

Agreement or the Order, if entered, nor shall this Agreement serve to bid, constrain, or 

othemie limit any action by any 0th rgmcy or dtpsutment of the U.S. Government 

with respect to the fads a d  circumstances -sad herein. 

8. This Agreem#lt shall b m c  binding on the Parti= d y  if the Assistant 

Secretary of Commerce for Export E d m t  qproves it by entering the Or&, which 

will have the same force and effect as a dacision and order issued after a full 

administrative hcamg on the record. 



Each signatory affirms that ht has authority to enter into this Settlement 

Agreemat and to bind his respective party to the t e r n  and conddons set forth her&. 

BUREAU OF INDUSTRY AND SECURITY 
U.S. DEPARTMENT OF COMMERm 

ENGINEERING PHYSICS SOFIWARE, 

Thomas Madigan 
Diredor 
Office of Export Enfofcemeot 

Date: D-Wlbf i l !  a m  

Vmble LLP 
Attorneys for Engincuing Physics 
Software Inc. 



PROPOSED CHARGDIG 

Engineering Physics Software, Inc. 
&/a COADE, k. 
12777 Jones Rd. 
Suite 480 
Houston, TX 77070 

Attn: Mr. Thomas J. Van h m  

k Mr. Van h a w  

The Bureau of Industry and S d t y ,  U.S. Department of Commerce ("BIS')), has m o n  to 
believe that En- Physics Software, hc., doing business as (Wb/ay7 WADE, Inc. of 
Houston, Texas ("Engheehg Physiw"), has committed 22 violations of the Export 
Administration Regulations (the ' l e g u ~ m 1 ' ) . '  which an issued under the authority of the 
Expoxt Administration Act of 1979, as amended (the "Act").2 Specif i d l y ,  BIS charges that 
En- Physia committed the following violations: 

15 C.F.R. 8 764.2(ah Export of Software Programs to Iran without 
the Reqaired US. Government Authorization 

As described in greater detail in the attach4 Schedule of Violations, which is incoprated 
herein, on 16 occasions between on or about February 1 1,2003 a d  on or about March 1,2005, 

' Physics engaged in conduct p m h i b i  by the Regulations by exporting engineering 
=grams, items subject to the  regulation^,^ fmm the United States to Iran, via the 
United Arab Emirates, without the required U.S. Govemmcnt authorization. Pursuant to Section 
560.204 of the Iranian Transactions ~e~ulat ions~  maintained by the Depamnmt of the 

Tk Regulations arc cumnt1y codifid in the Code of Federal Regulations at 15 C.F.R Parts 730-n4 0 8 ) .  The 
charged violations occurred b e t e n  2003 ad 2006. The kgulaciofis gowming the vioIatlons at issue lirc fowl in 
the 2003-2006 versions of the Code of FuIaal Regulations (15 C1.R Parts 730-774 (2003-2006)). The 2008 
Regulations set f o a  the pwduceg  that apply to this ma-. 

SO U.S.C. app. gfi 2401-2420 (2000). Since August 2 1,200 1,  the Act has bcm in lapse and the R.esideat, through 
Executive Order 13222 of August 17,2001 (3 C.F.R, 2001 Comp. 783 (2002)), wKkh has been e x W  by 
suct#isive Presidential Notices, the most rceent king that of July 23,2008 (73 Fed. Reg. 43,606, Jul. 25 210081, lw 
cominwd the Regulations in effect under the hcmatioaal Emergency B c o d c  Po- Act (50 U.S.C. 8) 1701- 
1706 (2000) (TEEPA"), The kt and the Regulatiom arc available on the Govmmmt Rhting Office website at: 
lutp:/%vw.aCc~~s~ gp.gov/Bid 

l m e  items - classified as EAR99* which is a designation for ikms subject to the Regulations but not Iisted on 
the Conmiem Conml Lit. t 5 CRR 5 734.3(c) (2003-2006). 

' 31 CFR 0 560 ~20033006). 



Treasury's Office of Foreign Assets Control ("OFAC'), an export to a third country intended for 
transshipment to Jrsn is a transaction that requires OFAC authorizoltion. Pursuant to Section 
746.7 of the Regulations, no person may engage in the exporktion of an item subject to both the 
Regulations and the M a n  Tramactions Regulations without authorization from OFAC. No 
such authorization was obtained for the exports described herein. In engaging in this activity, 
Enghwhg Phpiw committed 16 violations of Section 7@.2(a) of the Regulations. 

15 CJ.R #7642(a) - Unlicensed Exprb of Software Programs to a 
Listed Entity 

As described in greater detail in the attached Schedule of Violations, which is incorporated 
herein, on six occasions between on or about June 2,2004 and on or about June 30,2006, 
Engineering Physics engaged in conduct prohibited by the Regulations when it exported 
engineering software programs, items subject to the Regulations, to end users in Mia and 
F%khtoln that were listed on BIS's Entity List, without the license r e .  by the Deparment of 
Commerce A l i m e  was required for these exports under Section 744.1 d Supplement No. 4 
to Section 744 of the Regulations. In engaging in this activity, kgineering Physics committed 
six violations of Section 764.2(a) of the Regulations. 

Accordingly, Engineering Physics is hereby notified that an administrative proceeding is 
instituted against it pursuant to Section 13(c) of the Act and Part 766 of the Regulations for the 
purpose of obtaining an order imposing administrative sanctions, including any or all of tht 
following: 

The maximum civil penozlty dowed by law of up to the greater of $250,000 per 
violation, or twice the value of the transaction that is the basis of the violation.' 

Denial of export privileges; andlor 

Exclusion h m  pradce before BIS. 

If Eugheahg Physia fails to answer the charges conttiined in this letter within 30 days 
being served with notiw of issuance of this letter, that failure will be treated as a default. See 15 
C.F.R. $8 766.6 and 766.7 (2008). If Engineming Physics defaults, the Administrative h w  
Judge may find the charges alleged in this letter are true without a hearing or further notice to 
Engineaing Physics. The Under Semtary of Commerce for Endustry and S d t y  may then 
i m p e  up to the maximum penalty for the charges in this letter. 

Engineering Physics is M e r  notified that it is entitled to an agency hearing on the record if it 
files a written demand for one with its answer. See 15 C,F.R, 5 766.6 (2008). Enginedug 

See hcmaeiond Emergency Economic Powers Enhancement Act, Pub. L. No. 1 I&% (2007). 



Physics is also entitled to be represented by counsel or other authorized representative who has 
power of attorney to represent it. See 15 C.F.R. 09 766.3(a) and 766.4 (2008). 

Enginering Physics is fuaher notif4 that under the Small Bwiness Regulatory Enfomment 
Flexibility Act, ~~g Physics may be eligible for assistance from the Office of the 
National Ombudsman of thc Small Business Admhismtion in this matter. To determine 
eligibility and get more hfonwion, please see: htta://www .sba~zovlornbud~manl. 

The Regulations provide for settlement without a hearing. See 15 C.F.R. 8 766.18 (2008). 
Should Engineering Physics have a proposal to settle this case, Engineering Physics or its 
representative should transmit it to the attorney representing BIS named below. 

The U.S. Coast G d  is providing ~ ~ v e  law judge senrices in conuection with the 
matters set forth in this letter. Amdhgly, Engineering Physics' answer must be f11ed in 
accordance with the instructions in Section 766.S(a) ((2008) of the Regulations with: 

U.S. Coast Guard A U  Docketing Center 
40 S. Gay Street 
Baltimore, Maryland 21 202-4022 

h addition, a copy of Engineering Physics' amwer must be sewed on BIS at the following 
address: 

Chief Counsel for Industry and Security 
Attention: Gregory Michelsen 
Room H-3839 
United States Deparhnent of Commerce 
14th Street and Constitution Avenue, N.W. 
Washington, D.C. 20230 

Gregory Michelscn is the attorney representing BIS in this case; any communications that 
Engineering mysics wish to have concerning this matter should occur Occurugh him. 
Mr. Michetsen may be contacted by telephone at (202) 482-5301, 

Thomas Madigan 
Director 
Office of Export Enforanent 
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