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DEPARTMENT QF THE TREASURY 

Internal Revenue service 



Dear Sir, 

1-3 C~mrn~nicaticl~is Eiedrcmic Systems Bnc. $4 &S) a wholly owned foreign subsidiary af 
CI S. based &-3 GomrnunIeatic,ns Carporatinn, is orre of tke warld's largest manufandr!rers of 
Inedial guidance systems and is tke only one based in Canada, These systems are used by 
intercantinerrtal c0n'1!'11er cia1 airlines, business jets. private corpwalions and charter airlines in 
0VI.r 40 ccantries. Our customer base in the U.S, to:%is over 200- L-5 ES is the OEM f5r over 
24,000 systems, L-3 ES also perf.csrrns repair and overhaul on these airborne navigation 
products . 

ON commerciat fnerZial Faavigaf.iorr Systems (INS) 3rd instruments (gyroscapes and 
accelerurneters) are controlled hinder Category 7 ~f the U.5, Commerce Control List and are 
identified as Missile Tedmoiuyg, Control Regime Qtt"iTCR) items. AN commercial inertial 
navit;atisn systems are Transpart Canada, FA4 and .$A4 approved far use in civil aircraft. 

Commercial navigation equipment shipped to Canada from the  US,  is rmirrsntly exported 
without a ficence under the EAR exemptian. The vast majority sf shipments %s Le3 E$ 
consis% af equipment sent 20 Canada for repair and return bo the U S .  'Phe propased 
amendment would require that our US.-based customers cbbin a Commerce expart licerice 
fo ship ta Canada. This will be c,nerws, expensive and tme consiming considen'ng the 
repaired ifem wili be retrjmed to the U.5. We believe this reqiiirernent wiil greatly increase 
the t ~ r n - a r ~ ~ ~ n d  time far equipmsrrt regairs and uitimately imrexe the cost to our customers. 
This wiIi be d u e  to a rise io Aircraft-r.sn Ground s l t t ~ a t i ~ ~ ~ ,  gate delays of aircraft and 
'ncreased inve~kories of spare parts, 

The imp1eincntatic;n of the Canadian Contrulied G G Q ~ S  Program (CCP) ii? 2001 irrcluded 
items cantrollad by t he  MTCR. A Cartadlan export permit is required for aII RUCR. items 
expcx3ed from Canada with the e x e p t i m  of shipmtmts destined for !he United States. A 
rsqtiirernent for our U.S. custon?el-s to obtain a iicense t3 ship !o Cariada, for repair and 
return to the U.S.. creates i3 needless and arkled burden fo the industry and Ihe BXA. 



A Camrnerce licefice will also be required fer the expar4 to Canada of new eauiprrrent, 
sl?ftware and technology. We anticipate significant delays in tor! deiiuery ol U.S. sour~ed 
piece parts. st~pplies and prodmt io~ equipment 3s American suppllers defermine whether an 
export licence is required far 1.-3 ES proc;rrerilents. This wjti adversely affect our ability to 
meet produdion schecl~tles and could result in the IQSS of sales for U.S. campanies as we 
SUU~CB products in other countries, 

We ankipate that &e iniposition of the ruie char\gta wijl res& in tha submission of 
appraxinately 7 000 export license applications per year from our custamew. We estimate 
that the add~tianai wsts to US. based wmpanies in coniplying with the license requirement 
will be $2-4 mil per year. 

We urge BlS to withdraw its propnsa! to amend the  Export Adrniciistration Regulations. 
Shipments of commercial MTCWINS equipment should continue fo be exempt from the 
requirearent tw c;biain an expoe iicense. 

Sincerely, 

%-3 Comnrunications Electronit' Systems Inc, 



Jme 22,2005 







Be: RlK 0694-AC48 
Roposcd Rule: Xmposafion of License Requirement for Expom 
and Reexports of h&ssilc 'Technology Ccmtrdlcd items Destined to 
Canada (70 Federal Megiister 29660 dated May 24, 2005) 

Boeing Winnipeg 3s a direct partner to Boellag on our iiew tri~plli~ne? the 
787 DreanIliner, .Expc3r$s to Baeing Winnipeg in support of this progT;Mn &re 
co.n.trolled fQr h f l  reasons since the aircraft i s  1nadf.3 rrsostlly of chpmposite 
materiaials. The proposed regulatory environment could lead to dclays in the work 



perfnmaed in Canada which would neutrabx efkiencies that we hoped to 
achieve by warking with our Canadian subsidiaries and suppliers. Any disruption 
in the 787 progrm that would affect our launch date csuld put us as a camptitive 
disadvantage with respect to the new &qdane being de~ebped by Airbus. the 
A3.50, since our earlier launch date is an essential factor 3ra our ability to win sales 
and recover OUT B&D and other rsor\recu;rPi3.rg crssts. 

Ad&tioaraHy, we are in  final negosiations with four Canadian corrrpanies 
and have c~niracted with a fifth in support of an imgortant p~psgrt~m., the Large 
Cargo Freighter, invrslving production of Sectiari 49 (fairkgs and main landing (Ti.. 
gear doors), vertical fin ta body fakings. rhe cargo loader, etc. 'l?hose operatisns 
could suffer, as well. 

Bneing d s u  emplays mcxe than 200 Canadian citizens in the U.S. in 
support of crsnmierck18 a k x i f t  manufactuirjrrg; j.rtdividual kenses would be 
needed far these erriplo yees and c)ur ability to move them quickly anif efticiently 
from one activity to mother would obviously be restric?.ecS, Additionally, it avoulld 
be very costly to make people stop working an projects if a license i.s not obtained 
immediately, or within h e  grace period should one be granted. As far as the 
additicd number of licenses that wauld have io  be processed by SIS, we 
estimate that Boelng ~ ~ O K E  wouId increase t.htu number by 25%. 

Just as impofiant, the impact of this new licensing requirement could be 
felt in the Canadian comm.erciat aviarion area, as well, since expopcs of parts a d  
cornpoimenis that may be controlled for M'X' reasons, such as inertial reference 
ranits, accelerrsnaeters, etc, could im longer be prompsly effected in ajrplaiie mi- 
the-ground situations, or other emergencies in which a paa-t must he: provided 
imned3ately to eris~ge safety rsf flight and also to prevertt an airline from incurring 
inmmediate revenue lccsses. The current system of operations of Canadian airlines 
presupposes a license free en.vironrnent for these parts, and the imposition of' a 
licerising requirement could have an adverse impact an  the passenger service and 
tmin~enance and service schedules these airlines have in place until they .rmak.e the 
required system changes. 

Falllowing is a Xist of it.ems on the Comierce C:unt.rrul List (and 
corr,*es:spoading ECCEcS's) that Boeing currently t r m s k s  to Canada without an 
exprsrt license. ']['his list demc-,nsir:af.es ciemr~nstrate the magnitude of the adverse 
impact that r:emoval of t.he exemption would Iiave on the company. 

li B t 0 I - Equipment lor the production of structural ccrrqmsites /€w exanxple, 
filament winding and tape-laying maches). 

BB IC007 ~ Ceraixk base materials arid ceramic matrix composite materials. 



XC 107 - Graphite and ceramic .materials. 

* 1 DO0 1 - Software for  he develsy9mznil, production or use of equipment coritxolled 
by IBWl (see XRml above). 

8% 2BEKW - Hot ishsstittic presses. 

2BQ09 I Spin-forming and flow-fanning machines. 



Please let us know If you wsluld like to haw additir9nal details on the 
i n f ~ r n i t d ~ n  provided in this letter. We would also be pleased to meet with y3u to 
discuss this m m r  further. 



June 22.2CB5 





Tun 05 



613 235 8784 
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engine tecii:toIc>gy ;t'e cu~ttrolled; er:gine p&s and technology axe excitiiletl, as are 
trigirics exported as part crf a civil aircr&. Moreover, t m k r  current regtilations. e:<pcrts 
i)['eriF ,A,!, ..>. from tiic i!.S. tu Cariada do not require a license. 



v. Recommendretioas 

~ereniy 0. drc-iss 
Vice President, Chief Inteniatiorid J'r.sde Counsel 




