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annealing, tempering, case hardening,
and any other operation, treatment or
process which imparts significant new
characteristics or qualities to the arti-
cle affected.

(d) Joining of American-made and for-
eign-made components. An assembly op-
eration may involve the use of Amer-
ican-made components and foreign-
made components. The various require-
ments for establishing entitlement to
the exemption apply only to the Amer-
ican-made components of the assem-
bly.

Example. Diodes are assembled abroad from
American-made components. The process in-
cludes the encapsulation of the assembled
components in a plastic shell. The plastic
used for the encapsulation is in the form of
a pellet, and is of foreign origin. After the
prefabricated diode components are assem-
bled, the assembled unit is placed in a trans-
fer molding machine, where, by use of the
pellet, molten epoxy is caused to flow around
the perimeters of the assembled components,
forming upon solidification a plastic body
for the diode. Upon importation, exemption
may be granted for the value of the Amer-
ican-made components, but not for the value
of the plastic pellet. If the plastic pellet used
for encapsulation was of United States ori-
gin, its value would still be a part of the du-
tiable value of the diode, because the plastic
pellet is not a fabricated component of a
type designed to be fitted together by assem-
bly, but merely a premeasured quantity of
material which was applied to the assembled
unit by a process not constituting an assem-
bly.

(e) Subassembly. An assembly oper-
ation may involve the joining or fitting
of American-made components into a
part or subassembly of an article, fol-
lowed by the installation of the part or
subassembly into the complete article.

Example. Rolls of foil and rolls of paper are
exported and cut to specific length abroad
and interleaved and rolled to form the elec-
trodes and dielectric of a capacitor. Fol-
lowing this procedure, the rolls are assem-
bled with cans and other parts to form a
complete capacitor. The foil and paper are
entitled to the exemption.

(f) Packing. The packing abroad of
merchandise into containers does not
in itself qualify either the containers
or their contents for the exemption.
However, assembled articles which oth-
erwise qualify for the exemption and
which are packaged abroad following
their assembly will not be disqualified
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from the exemption by reason of their
having been so packaged, whether for
retail sale or for bulk shipment. The
tariff status of the packing materials
or containers will be determined in ac-
cordance with General Rule of Inter-
pretation 5, HTSUS (19 U.S.C. 1202).

[T.D. 75-230, 40 FR 43023, Sept. 18, 1975, as
amended by T.D. 89-1, 53 FR 51248, Dec. 21,
1988]

§10.17 Valuation of exempted compo-
nents.

The value of fabricated components
to be subtracted from the full value of
the assembled article is the cost of the
components when last purchased, f.o.b.
United States port of exportation or
point of border crossing as set out in
the invoice and entry papers, or, if no
purchase was made, the value of the
components at the time of their ship-
ment for exportation, f.o.b. United
States port of exportation or point of
border crossing, as set out in the in-
voice and entry papers. However, if the
appraising officer concludes that the
cost or value of the fabricated compo-
nents so ascertained does not represent
a reasonable cost or value, then the
value of the components shall be deter-
mined in accordance with section 402 or
section 402a, Tariff Act of 1930, as
amended (19 U.S.C. 1401a, 1402).

[T.D. 75-230, 40 FR 43024, Sept. 18, 1975]

§10.18 Valuation of assembled articles.

As in the case of the appraisement of
any other import merchandise (see sub-
part C of part 152 of this chapter), the
full value of assembled articles im-
ported under subheading 9802.00.80, Har-
monized Tariff Schedule of the United
States (HTSUS) (19 U.S.C. 1202), is de-
termined in accordance with 19 CFR
152.100 et seq.

[T.D. 87-89, 52 FR 24445, July 1, 1987, as
amended by T.D. 89-1, 53 FR 51248, Dec. 21,
1988]

§§10.19-10.20 [Reserved]
§10.21 Updating cost data and other
information.

When a claim for the exemption is
predicated on estimated cost data fur-
nished either in advance of or at the



