§10.12

§10.12 Definitions.

As used in §§10.11 through 10.24, the
following terms shall have the mean-
ings indicated:

(a) American-made. The term ‘Amer-
ican-made’ is used to refer to a prod-
uct of the United States as defined in
paragraph (e) of this section.

(b) Assembly. ‘‘Assembly’ means the
fitting or joining together of fabricated
components.

(c) Exemption. ‘“‘Exemption’” means
the deduction of the cost or value of
products of the United States which
were assembled abroad in accordance
with the requirements of subheading
9802.00.80, Harmonized Tariff Schedule
of the United States (19 U.S.C. 1202),
from the full value of the assembled ar-
ticle.

(d) Fabricated component. ‘‘Fabricated
component’” means a manufactured ar-
ticle ready for assembly in the condi-
tion as exported except for operations
incidental to the assembly.

(e) Product of the United States. A
“product of the United States’” is an
article manufactured within the Cus-
toms territory of the United States and
may consist wholly of United States
components or materials, of United
States and foreign components or ma-
terials, or wholly of foreign compo-
nents or materials. If the article con-
sists wholly or partially of foreign
components or materials, the manufac-
turing process must be such that the
foreign components or materials have
been substantially transformed into a
new and different article, or have been
merged into a new and different arti-
cle.

[T.D. 75-230, 40 FR 43021, Sept. 18, 1975, as
amended by T.D. 89-1, 53 FR 51247, Dec. 21,
1988]

§10.13 Statutory provision: Sub-
heading 9802.00.80, Harmonized
Tariff Schedule of the United States
(19 U.S.C. 1202).

Subheading 9802.00.80, Harmonized
Tariff Schedule of the United States
(HTSUS), (19 U.S.C. 1202), provides that
articles assembled abroad in whole or
in part of fabricated components, the
product of the United States, which (a)
were exported in condition ready for
assembly without further fabrication,
(b) have not lost their physical identity
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in such articles by change in form,
shape, or otherwise, and (¢c) have not
been advanced in value or improved in
condition abroad except by being as-
sembled and except by operations inci-
dental to the assembly process such as
cleaning, lubricating, and painting, are
subject to a duty upon the full value of
the imported article, less the cost or, if
no charge is made, the value of such
products of the United States. The rate
of duty which is assessed upon the du-
tiable portion of the imported article is
that which is applicable to the im-
ported article as a whole under the ap-
propriate provision of the HTSUS (19
U.S.C. 1202) for such article. If that
provision requires a specific or com-
pound rate of duty, the total duties as-
sessed on the imported article are re-
duced in such proportion as the cost or
value of the returned United States
components which qualify for the ex-
emption bears to the full value of the
assembled article.

Example 1. A transistor radio is assembled
abroad from foreign-made components and
American-made transistors. Upon importa-
tion, the transistor radio is subject to the ad
valorem rate of duty applicable to transistor
radios upon the value of the radio less the
cost or value of the American-made transis-
tors assembled therein.

Example 2. A solid-state watch movement
is assembled abroad from foreign-made com-
ponents and an American-made integrated
circuit. If the movement in question is sub-
ject to the specific rate of duty of 75 cents if
the value of the assembled movement is $30,
and if the value of the American-made inte-
grated circuit is $10, then the value of the in-
tegrated circuit represents one third of the
total value of the assembled article and the
duty on the assembled article will be reduced
by one third ($.25). Therefore, the duty on
the assembled movement is 50 cents.

[T.D. 75-230, 40 FR 43021, Sept. 18, 1975, as
amended by T.D. 89-1, 53 FR 51247, Dec. 21,
1988]

§10.14 Fabricated components subject
to the exemption.

(a) Fabricated components, the product
of the United States. Except as provided
in §10.15, the exemption provided under
subheading 9802.00.80, Harmonized Tar-
iff Schedule of the United States
(HTSUS) (19 U.S.C. 1202), applies to fab-
ricated components, the product of the
United States. The components must
be in condition ready for assembly



