Arnold Community Council 
Funding and ITAR 
Arnold Engineering Development Center (AEDC), Arnold AFB, Tenn.
Objective: Establish AEDC (for all three operating locations – National Full-Scale Aerodynamics Facility, Moffett Field, Calif., Hypervelocity Tunnel 9, White Oak, Md., Headquarters AEDC, Arnold AFB, Tenn.) as a Special Trade Zone.  The Special Trade Zone would have two major features - first, AEDC would have the authority to negotiate rates for test workload not previously planned or supported by appropriated funds; second, the operating contractor supporting the U.S. Air Force at AEDC would not be required to obtain licenses or agreements approved by the U.S. Department of State, Directorate of Defense Trade Controls (DDTC) under the International Traffic in Arms Regulations (ITAR) or the Arm Export Control Act (AECA), as amended.  
Background: Arnold Engineering Development Center (AEDC) is the Nation’s premier aerospace development and ground test facility.  Aerospace development and ground testing are the best two methods of reducing the cost and risk of fielding new or modified aerospace systems by maturing science and technology programs for incorporation into new and existing aerospace systems as well as finding design discrepancies early in the development process when they are least expensive to fix.  AEDC is principally an engineering and technology development center as its name implies; helping evaluate material properties, refine new designs and validate engineering prototypes.  AEDC is to a lesser extent a test center involved in characterization, qualification and certification testing.  AEDC is owned and managed by the U.S. Air Force with support from the U.S. Navy and U.S. Army.  The U.S. Air Force, has since the Center opened in 1951, contracted with U.S. companies to operate and maintain the test facilities, as well as providing subject matter experts (SMEs) for a multitude of science, technology (S&T)  and engineering specialties.  In the late 1980’s, AEDC sought and received Congressional authority to sell development services to commercial clients.  In large part, this action was authorized to permit AEDC to increase its workload and level out the peaks and valleys associated with supporting development of national military and space programs.  By leveling out the test workload, AEDC was able to spread its fixed (overhead) costs across the increased workload and this permitted AEDC to significantly reduce costs for DoD and commercial development programs as well as retain sufficient highly skilled personnel to ensure operational availability of national assets for U.S. customers.
As military aerospace and NASA development programs have become fewer in number, DoD direct and reimbursable budgets for AEDC have dwindled, requiring a greater reliance on commercial customers to ensure the workload necessary to retain AEDC’s availability and technical currency.   As military and commercial programs have increasingly become multi-national efforts, many of AEDC’s development test customers have been diverting their workload to foreign facilities in order to avoid delays, increased costs and administrative overhead associated with ITAR related controls.  Diversion of development workload to foreign facilities has also resulted in a leap-frog effect with respect to the technological capability of foreign aerospace development test facilities and foreign engineering development.  This unintended consequence of domestic and international investment in foreign test cells vice our National aerospace test center is diametrically opposed to the intent of ITAR and AECA.  Further, the loss of programs at AEDC is once again increasing the peaks and valleys in the test workload and increasing the costs to provide tests for critical national programs.  The movement of aerospace ground testing overseas has led to reductions in staffing at AEDC and a subsequent reduction in the maintenance and availability of test facilities at AEDC.  An additional contributor to the reduction of staffing at AEDC was the use of T&E funds (the development center’s sole source of direct budget authority) to source Base Realignment and Closure requirements.  Use of AEDC facilities was once dominated by USAF programs, but recent trends have placed Air Force use at only 25 percent, demonstrating OSD, MDA and sister service need for AEDC resources.  Use of AEDC facilities has historically undergirded the American aerospace industry, by retaining domestic aerospace development expertise; by facilitating a favorable balance of trade for domestic aerospace industries; and by retaining high tech infrastructure in the domestic industrial base.  Aerospace is one of America’s biggest exports with a favorable trade balance.
Recommendation:  Pass legislation that would 1) authorize AEDC to negotiate rates for any incoming test workload that was not previously planned and supported by appropriated funding; 2) move the development portion (75%) of AEDC’s direct budget authority from T&E to ST; permit the test and operations contractor to perform tests at AEDC facilities which involve foreign parties without obtaining an export license, agreement or exemption from DDTC.  Pass this legislation as a “National Test Center Trial” for a period of five (5) years with the option to renew the trial or to make it permanent.  The “National Trial” should include a reporting requirement to permit DDTC and the Air Force to obtain necessary information to evaluate the effectiveness of the program and to make recommendation to Congress on the programs future and potential for expansion to other specific cases.  
The following language could be used as the core principles of the legislation:

“Arnold Engineering Development Center (AEDC) is the Nation’s premier aerospace engineering development center and a National asset that has continuously provided the foundation for American military/aerospace leadership since AEDC’s founding in 1951.  It is the intent of Congress that the Arnold Engineering Development Center remain a viable National asset dedicated to supporting Army, Navy, Air Force, Marine Corp, NASA and commercial aerospace development and that AEDC attract domestic and international commercial business.
  AEDC is a Government Owned and Government Managed facility which uses a contractor to provide operational, test and evaluation, scientific, technology, engineering and maintenance support to the AEDC.  The U.S. Government, through its personnel at AEDC, shall be authorized to negotiate rates for any test workload that was not previously planned and supported by appropriated funding.  Scheduling of such workload in AEDC facilities shall be on a first come, first served basis except for war time emergencies when the DoD will have priority for test scheduling at AEDC.    Further, 75% of the appropriated funds from the T&E budget currently used to directly fund AEDC shall be moved to the S&T budget (such as the Aerospace Technology Development/Demonstration PE) to ensure direct budget stability.  The remaining 25% of AEDC’s direct budget authority shall remain in T&E (PE 65807).  
The U.S. Government, through its personnel at AEDC will permit the test and operations contractor to perform tests at AEDC facilities which involve foreign parties without obtaining an export license, agreement or exemption from DDTC.  It is the intent of Congress that AEDC operating locations be part of a Special Trade Zone to facilitate domestic and international aerospace development at AEDC.  The U.S. Government, through its personnel at AEDC will exercise control over the AEDC contractor to assure that National Policy and National Security is maintained in all actions involving foreign nationals in the conduct of science, technology, engineering, operating, testing and maintenance matters related to AEDC and the U.S. Air Force’s mission at Arnold AFB, Tenn.  The U.S. Air Force at AEDC has historically assumed all liability and is legally responsible for the contractor’s employees with regard to transfer of ITAR controlled defense articles to include technical data and defense services at AEDC.  The U.S. Air Force at AEDC is further responsible for certifying that each contractor employee is individually aware of their responsibility with regard to proper handling of ITAR controlled defense articles, technical data and defense services.  The U.S. Air Force at AEDC will require the contractor to maintain records of each use of defense articles, defense services or technical data to support testing for foreign persons or companies.  The contractor shall maintain these records for a period of 5 years after the end of the contract between the U.S. Air Force and the contractor as a DDTC registrant.  This act shall be effective for a period of five (5) years from the date it becomes law and may be extended for an additional five (5) year trial period or permanently by agreement of DDTC and the U.S. Air Force.”
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