The Honorable Penny Pritzker
U.S. Department of Commerce
Washington, DC 20230

Dear Madam Secretary,

The members of the Advisory Committee on Supply Chain Competitiveness
appreciate the opportunity to support the Department’s efforts to promote the
competitiveness of the global supply chain at this crucial time in American economic
recovery. We appreciate the emphasis the Administration places on global
competitiveness as critical to that recovery and to national growth and prosperity.
Accordingly, we reaffirm our offer of assistance in any way that we can support the
Department’s commitment to keep America competitive in the global marketplace.

Generally, the Committee supports the current trade and economic negotiating
agenda to boost American trade competitiveness. We also urge the Administration to
vigorously assure adherence by our trading partners to trade agreements that have already
been negotiated and to the opening of markets to American products in the same way
America opens its markets to foreign competitors of American producers. More
specifically, the Committee offers the following comments and recommendations regarding
key trade policy developments.

World Trade Organization Trade Facilitation Agreement

The Committee supports those elements of the Trade Facilitation Agreement
(“TFA”) signed in Bali that simplify export and import processes and procedures. One of the
great impediments to United States exporters is the complexity of export regulations,
access to information and regulations on the importing side, and the risks associated with
inadvertent non-compliance with U.S. regulations that result from complex and diverse
regulatory frameworks. We believe a goal of the Administration should be regulatory
simplification and harmonization, within and outside of the United States. The TFA offers
an extraordinary opportunity to achieve that goal by promoting U.S. best practices, for
countries to help each other with implementation efforts, and for U.S. agencies to work
together for optimum export and import process efficiencies at the border. In this respect,
we recommend the following:

e We urge USTR to ensure coordinated messages to the World Trade
Organization, the World Customs Organization, and the Asia Pacific



Economic Cooperation Council, since these organizations are in some form
involved in supporting efforts to build global capacity for enhanced and
efficient movement of goods and services across the entire supply chain.

e Work closely with the European Union to achieve maximum efficiency and
harmonization of Customs procedures, as the EU implements both TFA
requirements and the provisions of its newly adopted Union Code.

e Allow U.S. industry to participate fully in the TFA regulatory implementation
process, and utilize the Committee as a sounding board for assessing the
impact to U.S. exporters and importers of measures that will be taken around
the world to improve the import process in compliance with the provisions
of the Agreement.

e Share with the Subcommittee, to the extent possible, proposed foreign
regulatory changes intended to comply with the Agreement, so that U.S.
companies are able to address potential challenges, both from a U.S. and a
foreign subsidiary or partner perspective.

TTIP and TPP and the Trade in Services Agreement

The Transatlantic Trade & Investment Partnership (“TTIP”), the Trans-Pacific
Partnership and the Trade in Services agreements now being negotiated provide
opportunities to address regulatory harmonization and simplification. We urge negotiators
to:

e Assure that duty reductions, to the extent achieved, are not frustrated by
complex country-of-origin evidentiary requirements and become so difficult
to obtain and maintain that the benefits are significantly diminished and that
opportunities are then closed especially to smaller and medium sized
companies.

e Harmonize and integrate the rules and requirements of the various border
oversight agencies. As examples we site the importance of American food
exports and imports to both American farmers and consumers of foreign
origin products. Harmonization of such regulations with our trading
partners is essential to the safe and efficient flow of these commodities.

e A major part of all international trade is conducted between related parties.
We urge alignment with OECD on transfer pricing policies as a means to
bring into harmony customs valuation with tax valuation principles. Lack of
tax and customs harmonization on pricing issues often puts American



companies in the untenable position of having to comply with one or the
other. Harmonization should specifically focus on rules within trade
agreements respecting the duty treatment of royalty and license fees. These
should be modernized to reflect the practice of modern businesses.

e Align security programs in such a manner as to facilitate and not frustrate or
impede legitimate trade. The key to modern, efficient supply chains is
predictability and reliability. Except in the case of credible evidence of
security threat, border authorities should be held accountable to specific
transparent clearance standards. We extend that to the application and
approval of export license applications.

U.S. Customs and Border Protection Trade Transformation Initiatives

We make the following recommendations related to U.S. Customs and Border Protection
(CBP) initiatives impacting trade and supply chain competitiveness:

o CBP work closely with the Committee and the Department on the agency’s
numerous Trade Transformation Initiatives to ensure not only that they are
not in conflict with export controls but that they adequately reflect and
complement the export control compliance environment.

e We strongly support export criteria requirements of the C-TPAT for Export
program, which we understand are being put in place as a result of
commitments made by the United States Government as it negotiates
bilateral Mutual Recognition Agreements with its trading partners. The
Committee offers that it may not be necessary for U.S. exporters to comply
with additional export security criteria in order to mirror the non-U.S. side,
given the maturity and sophistication of our current export system.

o As CBP develops a “Trusted Trader” concept, we encourage the Department
to look at the possibility of replicating that concept in the export world. We
believe that such a program could be beneficial for purposes of intra
company-related trade activities. We recommend such a program while
recognizing that dual-use export controls are predicated upon end user
considerations.

Advanced Export Information (AEI)

The U.S. Census Bureau recently established a pilot program for purposes of testing
a new initiative under the rubric of Advanced Export Information which, if adopted, would
result in the elimination of an option currently offered to a select group of exporters for a



post-departure filing of shipments, generally known as “Option 4.” AEI would then require
advance filing of shipments in all circumstances.

Option 4 has been of great benefit to exporters who are eligible on the basis of their
record of full compliance with U.S. export and import laws and regulations. It is the opinion
of this Committee that Option 4 should be maintained, not only because its use by eligible
parties has not in our view been proven to be in detriment of national security
considerations but also because of the costly burden associated with establishing the IT
platform that would be required to comply with AEI. The Committee would appreciate the
engagement and support of your Office in this regard.

The members of the Committee are privileged to be in a position to offer these ideas
and insights. We thank you for your time and reaffirm our commitment to the Department
to continue our efforts in support of American global trade and supply chain
competitiveness.

Sincerely,

Committee



