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§1787.7

(b) The product is manufactured in
the United States or in any eligible
country, but the cost of nondomestic
components used therein constitutes 50
percent or more of the cost of all com-
ponents. The cost of components shall
be determined on a comparable basis,
so that only the cost of domestic and
nondomestic components, up to the
point where they are combined and
manufactured into a complete product
shall be considered.

(1) The determination of the cost of
the nondomestic components of a prod-
uct shall include:

(i) The price paid to the nondomestic
source;

(ii) The cost of shipment to the port
of entry into the United States;

(iii) Applicable tariffs or duties;

(iv) The cost of transportation from
the port of entry to the distributor’s
plant or warehouse; and

(v) Profit, overhead, and commissions
of domestic and nondomestic suppliers
and subcontractors of the components.

(2) The following items shall not be
considered in determining the cost of
components, although they are proper
elements in the determination of the
final selling price of the product:

(i) Fabrication or processing costs, if
any, of nondomestic or domestic com-
ponents at the assembly plant, or any
other place of fabrication in the United
States or any eligible country;

(ii) Testing costs at the assembly
plant or at the installation site;

(iii) Direct profit, overhead, and com-
missions of the domestic distributor;
and

(iv) Cost of transportation from the
domestic assembly point to the instal-
lation site.

§1787.7 Components.

Where a component is manufactured
only determines whether the compo-
nent is classified as domestic or non-
domestic even if all the materials and
subcomponents comprising the compo-
nent are manufactured in ineligible
countries. A component manufactured
in the United States or in an eligible
country shall be considered domestic
when determining whether a product is
classified as domestic or nondomestic.
A component manufactured in an ineli-
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gible country shall be considered non-
domestic.

§1787.8 Purchase of
products.

An RUS Borrower may only use loan
funds to purchase a nondomestic prod-
uct if a waiver pursuant to §1787.10 has
been received by the Administrator be-
fore entering into a contract with the
vendor. Should the Administrator deny
the waiver request, the RUS Borrower
must use its own funds for the expendi-
ture.

nondomestic

§1787.9 Waivers.

Under limited circumstances the Ad-
ministrator may waive the Buy Amer-
ican requirement with respect to a spe-
cific contract entered into between an
RUS Borrower and a third party which
will be paid for with loan funds, subject
to §§1787.10 through 1787.14.

§1787.10 Applications for
waivers.

RUS borrowers may request a spe-
cific waiver of the Buy American re-
quirement through a written, detailed
explanation showing that:

(a) The cost between the nondomestic
product and domestic product is unrea-
sonable;

(b) There is a non-availability of do-
mestic products; or

(c) It is not in the public interest or
impractical for the RUS Borrower to
purchase a domestic product.

specific

§1787.11 Cost differential.

By application pursuant to §1787.10,
the Administrator may waive the Buy
American requirement if the cost of
the domestic product is unreasonable.
Given that RUS loans terms normally
range from 20 to 35 years, and that ad-
ditional costs will be magnified with
interest over these terms, the Adminis-
trator has determined that if the low-
est bid or offered price is a non-
domestic bid that is at least 6percent
lower than the next lowest bid or of-
fered price, the RUS Borrower may re-
quest a cost differential waiver. With
respect to contracts that are not re-
quired to be bid, prices of market-
available, domestic products must be
used for comparison in a request for
waiver.
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