


















REGULATORY UPDATE

NOTE: This includes parts shipped to an end user by a Production Approval Holder’s

supplier who does not have direct ship authority from the PAH.

(2) New parts that have passed through a PAH’s quality system which do not conform to the approved
design/data.

NOTE: Do not report parts damaged due to shipping or warranty issues as an SUP.

(3) Parts that have been intentionally misrepresented, including counterfeit parts. 

State Department Expands Its Export Jurisdiction
The State Department has issued a rule that was announced as ‘clarifying’ the State Department’s policy with
respect to which aircraft parts are considered commercial for export purposes, and which ones are
considered to be governed by the International Traffic in Arms Regulations (ITARs). The true effect of this
rule, though, is to expand the range of civil aircraft parts that are considered to fall within the State
Department’s export jurisdiction.

The rule addresses dual-use parts: parts that were designed for civilian aircraft but that can be used on
military aircraft as well (it also includes some civil-use-only parts that meet certain technical specifications).
It attempts to parse out which parts are subject to State Department licensing jurisdiction when they are
exported and which parts are subject to Commerce Department licensing jurisdiction when they are exported.

This distinction is important to anyone who exports aircraft parts, because non-ITAR aircraft parts (those subject
to Commerce Department export jurisdiction) may often be exported without a license, but an exporter almost
always must register with the State Department and obtain a license to export anything that is considered to
fit within the scope of the State Department’s ITARs (items described or referenced via the sometimes vague
descriptions of the US Munitions List, or USML). The State Department is notoriously slow to issue export licenses.

Deciding which regulatory regime applies to your export can be difficult if your part is a dual-use part (one
installed on both civilian and military models of an aircraft). The mission of the State Department was originally
to clarify which parts are considered to fall within their jurisdiction; but they did this by issuing language that
will include parts that were not previously thought to be included within their jurisdiction.

What Does the New Rule Say?
The new descriptive language will be found in a “Note” that has been added to the regulations.

The State Department divides the world of exported items into Significant Military Equipment (SME) and non-
Significant Military Equipment (non-SME). SME is a label reserved for articles for which special export
controls are warranted because of their capacity for substantial military utility or capability. SME can be
identified in the USMLs by the asterisks next to their entries.

Most civil aircraft parts that raise jurisdiction questions are non-SME (although some SME can surprise
exporters who have not studied the USML). 

In the case of any aircraft part designated as SME in any category of the USML, the part will be assumed to
be a USML item (subject to State Department regulation and licensing requirements). The only way to avoid
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this assumption is to obtain a commodity jurisdiction determination by the Department of State - a very time-
consuming process; and a process that is disfavored for distributors (the government prefers that the
manufacturer make the application, but not all manufacturers are willing to share the results of such
applications with independent distributors).

Where a part or component designated as SME was integral to a civil aircraft prior to August 14, 2008, there
will be an exception - US exporters are not required to seek a commodity jurisdiction determination from the
State Department for exporting such parts, unless doubt exists as to whether the item meets the three
bulleted criteria below.

But the real problems arise for determining the right category for non-SME parts.

A non-SME component or part that appears to be controlled under the aircraft parts section of the USML, but
is not controlled under another category of the USML, is subject to the jurisdiction of the Commerce
Department (not the State Department), only if the part meets each of the following criteria:

• It is standard equipment in an aircraft;
• It is covered by a civil aircraft type certificate (including amended type certificates and supplemental type

certificates) issued by the FAA for a civil, non-military aircraft (the note expressly excludes Commercial
Derivative Aircraft, like certain commercial derivative helicopters);

• It is an integral part of such civil aircraft.

Remember that the USMLs have a catch-all that permits the State Department to declare that any item used
as a defense-related article is covered by the USMLs - such declaration is made at the State Department’s
discretion. So almost anything can be declared to be a defense-related article covered under the USMLs at
the discretion of the State Department. But that is a different concern.

The real concern is that the new language has tightened the scope of the civil aircraft exception for non-SMEs
to the point where it may be unusable!

Problems with the Language
The New State Department regulations make an alarming confusion between the phrase “standard
equipment in an aircraft” and the notion of “standard parts.” 

Historically, the phrase standard equipment in an aircraft has been interpreted according to its apparent plain
meaning. But the new regulations provide a very different meaning to this seemingly simple phrase.

The rule states that “A part or component is not standard equipment if there are any performance,
manufacturing or testing requirements beyond” industry specifications and standards. This seems to suggest
that any part that has any quality assurance elements, or other manufacturer-designated testing standards
associated with it will be deemed to be NOT standard equipment. Practically all civil aircraft parts will have
some manufacturer-specified elements to them.

The language of the rule makes it clear that any item that is not based on a “civil aviation industry
specification [or] standard” is not standard equipment. This is a clear confusion between the intent of the
original Export Administration Act, which was meant to exclude normal aircraft equipment, and the much more
limited category of standard parts (which are excluded from the PMA requirement under 14 C.F.R. 21.303(b)).
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The State Department explicitly
states that “in determining whether
a part or component may be
considered as standard equipment
and integral to a civil aircraft (e.g.,
latches, fasteners, grommets, and
switches) … a part approved solely
on a non-interference/provisions
basis under a type certificate
issued by the Federal Aviation
Administration would not qualify.
Similarly, unique application parts
or components not integral to the
aircraft would also not qualify.”
This seems to suggest that a part
that is approved under a STC/
PMA combination based in part
on a “no-technical-objection letter”
from the OEM would not be
considered standard equipment
for purposes of determining export
jurisdiction. 

This rule could be a nightmare for
distributors seeking to export
aircraft parts, if it is interpreted to
permit the State Department to
extend jurisdiction over all non-SME
parts that are not manufactured
as standard parts. It means that
any civil aircraft part that falls into
the scope of the vague language
of the USMLs could be deemed
to be an ITAR item. For example,
parts associated with an inertial
system could be deemed to be
ITAR items – even an old-
fashioned spinning-mass gyro. 

Some replacement parts might
be marketed by the manufacturer
under one part number for a
civilian model installation and the
same part number for a different
defense-related article installation.
This represents a hidden trap for
distributors, who could unwittingly
export the part as a civilian model
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item with no knowledge that it was subject to the ITARs. Under prior interpretations, the fact that it met the
three elements of the civil aircraft exception was sufficient, but under the convoluted language of the State
Department rule, it is possible that the part may no longer be considered to meet the exception!

We Are Not Alone
ASA is not the only party that has pointed out the problems with the State Department’s new export rules.
The well-known financial/political magazine The Economist published an editorial agreeing that the recent
State Department interpretation of the export rules represents a problem for US exports. 

The Economist article points out the damage that these rules are likely to do to the US commercial space
industry, as more non-US competitors find that the confusion and counter-productive limits imposed by US
export laws hamstring US businesses seeking to export parts that might be recharacterized by the US State
Department as ITAR controlled items (a State Department practice that led to trouble a few years ago for
large aerospace companies exporting seemingly-exportable solid state gyros).

The Economist Article is available online at: http://www.economist.com/displaystory.cfm?story_id=11965352.
Although the Economist tackles the issue from a Space technology point-of-view, the same issues apply to
dual-use aircraft parts that may be arguably characterized as defense-related articles under the standards of
the International Trade in Arms Regulations and the United States Munitions List.

The government’s complete analysis and publication of the rule and the rationale for the decisions made in
that rule can be found online at http://edocket.access.gpo.gov/2008/E8-18844.htm. 

FAA Ready to Publish Study on Repair, Alteration and
Fabrication
The FAA has published for comment their study on the state of the rules that govern aftermarket activities.
The Study is best known as the Repair, Alteration and Fabrication Team Report, or RAFT Report. The report
has been made available for public comment before it is released in final form.

The report was originally commissioned in response to concerns raised by large manufacturers. The large
manufacturers complained that their smaller competitors were able to use rules permitting PMA, DER repair,
and other practices in order to compete in the aftermarket. The large manufacturers asked the FAA to look
into these practices.

The FAA looked into the practices and compiled a report, but the results of the report were probably not what
some of the large manufacturers wanted to hear. The report concludes that where the existing regulations are
followed, repair, alteration and fabrication remain viable ways to extend the life of aircraft and to keep them airworthy.

The FAA is now inviting industry to review the draft report and offer our comments on the draft. This is a
marvelous opportunity for industry to help shape the final language and recommendations of the report.

The draft report can be found online at http://www.faa.gov/aircraft/draft_docs/media/RAF%20Team%20Study
%20Report.pdf.

Comments should be emailed to 9-AWA-AVS-RAF-ReportComments@faa.gov. The deadline for filing
comments on the report is September 15, 2008. 
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New Employment Law Assistance for Businesses
Most of ASA’s members are small businesses. And most of us have questions about compliance with
employment laws. In June, the Department of Labor unveiled a set of online tools to help employers
determine which of the department’s recordkeeping, reporting and notice requirements apply to them. 

The FirstStep Employment Law Advisor is designed to help employers determine which federal employment
laws administered by the US Department of Labor (DOL) apply to their business or organization, what
recordkeeping and reporting requirements they must comply with, and which posters they need to post. The Advisor
can help all employers, including non-profit organizations, private sector businesses and government agencies.

If employers already know which federal employment laws apply to them, the Advisor can quickly provide
basic information about how to comply with these laws, including the requirements for recordkeeping,
reporting, and posters and other notices.  This information can also be printed off as a reference guide. 

“These Internet tools will make it easier for small business employers to learn about and comply with the
federal laws that apply to them,” said Secretary of Labor Elaine L. Chao. Increased compliance by small
businesses will benefit mechanics, who can be better certain that their employers are providing them with the
benefits and protections to which they are entitled.

The elaws advisors are free, Web-based tools designed to help employers and workers understand the
department’s major employment laws. This suite of FirstStep elaws advisors is available at
www.dol.gov/elaws/firststep.  

Safety Management Systems: A Hot International Topic
At the June FAA-EASA International Safety Meeting, the single most-discussed topic was the Safety
Management System (SMS) for air transportation. Strategies for implementation by government regulators
and the form that such programs might take at both the government and industry level were all much-debated.
One thing is clear from these discussions: everyone has a different view of what SMS will be.

The SMS debate is prompted by a requirement issued by the International Civil Aviation Organization (ICAO).
ICAO Annex 6 currently demands that member states require that operator and maintenance providers
implement an acceptable safety management system. The ICAO rule requires that all governments implement
their systems by January 1, 2009. The current state of the industry makes it clear that no government will be
in compliance by that time.

The most advanced implementer seems to be Transport Canada, but the Transport Canada SMS Program
seems to have gotten entangled in legal issues and industry opposition. A major practical problem with the
program was that it sought to make significant changes too quickly, causing a visceral reaction among the
regulated industry.The FAA intends to take a more measured approach to implementation. The first official step
in this approach will be the solicitation of public comments on what a potential SMS rulemaking should look like. 

The SMS proposal would ultimately apply to operators, repair stations and manufacturers (design approval
holders). Certificate holders would implement systems able to identify hazards and would then develop,
implement, and maintain effective risk controls based on the identified hazards. 

The FAA plans to issue an Advance Notice of Proposed Rulemaking later this summer, seeking public input
into the form that such a rule might take.  
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Air Carrier Fleet Retirements
On September 12, Northwest’s last 747-200 in scheduled passenger service will begin its final routing. The
aircraft will fly across the Pacific as NW8, from Tokyo Narita to Seattle-Tacoma, and then continuing as
NW170 from SEA-TAC to Northwest’s headquarters in Minneapolis/St. Paul. 

“The 747-200 was the mainstay of our international fleet, particularly in the Pacific for several decades,” said
Captain Lane Littrell, NWA’s fleet training captain on the 747-200. “It has served our passengers and our
company well and many of us who have flown it, worked in its cabin or maintained it have a soft spot for it.
We’ll miss it even as we appreciate the improvements provided by the new generations of A330s and 747-400s.” 

The first 747-200 went into commercial service in 1971. Boeing produced them between 1971 and 1991 and
delivered a total of 393. Northwest began flying the 747-200 in 1975. Northwest had 22 of the 747-200
passenger aircraft by the year 1997.

Although the 747-200’s external appearance was nearly identical to the 747-100, it was designed to carry a
heavier payload, and unlike the -100 (which was first offered only as a passenger aircraft) the -200 was
originally offered in a freighter configuration as well as a passenger configuration. 

During their 32 years of service, Northwest’s 747-200s completed more than 320,000 flights and traveled
more than 1 billion miles. Northwest will continue to operate the 747-200 on cargo routes.

Northwest is not the only air carrier retiring its fleets. American Airlines announced that it will accelerate
retirement of the 34 A300-600s, which had already been planned for phase-out. 

Under the accelerated plan, these aircraft will all be retired by the end of 2009, which is significantly earlier
than the original planned retirement by 2012. The 34 A300 jets mainly fly out of New York and Miami, and
they account for many of American’s flights to the Caribbean and Central and South America. American plans
to remove 10 of the A300-600s this year and the remaining 24 next year.  

Small Business Rules Continue to Apply for Aircraft Parts
The Small Business Administration (SBA) granted a waiver of the Non-Manufacturer Rule for Drones and
Aircraft Launching Equipment. This waiver was effective July 8, 2008.

In layman’s terms, this means that distributors who want to supply Drones (Product Service Code (PSC) 1550)
or Aircraft Launching Equipment (PSC 1720) to the US government do not need to worry about small-business
set-aside rules that are designed to protect small manufacturers. 

The waiver is founded on the fact that the government has found that there are no small business manufacturers
supplying products to the Federal government from these two Product Service Code classes. The waiver will
allow qualified regular dealers to supply products from any manufacturer on Federal contracts ordinarily
reserved for small businesses; service-disabled veteran-owned businesses; or businesses in the SBA’s 8a
Business Development Program.

This waiver is the result of a May 2008 request to waive the Non-Manufacturer Rule for Drones (PSC 1550);
Miscellaneous Aircraft Accessories and Components (PSC 1680); and Aircraft Launching Equipment (PSC
1720). After the government published the notice of intent in the Federal Register, they received a comment
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leading them to conclude that there are small business manufacturers of Miscellaneous Aircraft Accessories
and Components (PSC 1680). A waiver was therefore not granted for PSC 1680. Thus, the small business
rules continue to apply for aircraft parts.

Full text of the government’s announcement can be found at - http://edocket.access.gpo.gov/2008/E8-14116.htm. 

New Unapproved Parts Notices
Following are links to five new Unapproved Parts Notices (UPNs) published by the FAA. ASA takes no
responsibility for the content of the UPN. It is important to note that the “Mid Continent” described in the
August 1 UPN is NOT the same company as the manufacturer known as Mid Continent Instruments.

Concord International Aerospace, Inc.

http://www.faa.gov/aircraft/safety/programs/sups/upn/media/2008/UPN_2008-200700111.pdf

Mid Continent Aircraft Corp.

http://www.faa.gov/aircraft/safety/programs/sups/upn/media/2008/UPN_2008-S20080226009.pdf

Mr. Brian D. Snyder d.b.a. Smooth Landings, Inc., also known as Always Airborne

http://www.faa.gov/aircraft/safety/programs/sups/upn/media/2008/UPN_2008-S20080418002.pdf

Weco,Inc.

http://www.faa.gov/aircraft/safety/programs/sups/upn/media/2008/UPN_2008-S20080411011.pdf

Dakota Air Parts International, Inc.

http://www.faa.gov/aircraft/safety/programs/sups/upn/media/2008/UPN_2008-S20071123008.pdf  
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Subscriptions to The UPDATE Report are FREE. To subscribe, please send your request to info@aviationsuppliers.org.

ASA Staff is always interested in your feedback. Please contact us with any comments or suggestions.
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ASA Events 
Hazmat Training • September 23-24 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Kansas City, MO - TBA

Other Industry Events
December 3-4  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Aircraft Maintenance Outsourcing EXPO 2008

Cobb Galleria Centre, Atlanta, GA
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