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1) Introduction 
 
The 2009 American Recovery and Reinvestment Act (ARRA) is an unprecedented effort 
to jumpstart the American economy, save and create millions of jobs, and put a down 
payment on addressing challenges so the USA can thrive in the 21st century. ARRA is 
an extraordinary response to a crisis unlike any other since the Great Depression. As 
you may have heard, ARRA contains a so-called “Buy American” provision.  Subject to a 
limited number of exceptions which will be discussed below, ARRA funds may not be 
used in public buildings or public works projects unless all of the manufactured goods, 
iron and steel used in the projects are produced in the United States.    
 
Legislation mandating a preference for U.S.-made products in federal procurements 
dates back to the Buy American Act of 1933 (the “1933 Act”), which provided for, among 
other things, the inflation of the price of foreign offers for bid evaluation purposes. For 
procurements covered under the 1933 Act to be considered domestic, the product must 
be manufactured in the United States with more than 50 percent of the cost of all 
components being domestically sourced. 
 
A number of Schüco’s customers have been inquiring about the Buy American provision 
of ARRA over the past few weeks. Specifically, they are seeking guidance with respect 
to the interpretation of this requirement in order to assess if Schüco’s aluminum and 
solar products and solutions are eligible for ARRA funding. In an effort to help our 
customers better understand ARRA, Schüco has summarized the relevant points of the 
requirement, its stated exceptions, and its likely interpretation in light of existing 
multilateral free trade agreements. The analysis contained herein is based upon our 
internal review in conjunction with input from third party experts and consultants. 
  
 
2) Interpretation of the Buy American Provisions 
 
Applicability  
 
As noted, ARRA’s Buy American requirement applies only to public buildings or public 
works projects. It does not apply to private construction activities. The distinction 
between public and private should be relatively straightforward for the great majority of 
projects. However, in cases where it may not be so clear, one potential concern is that 
many of the key terms used in ARRA were left undefined.  For example, ARRA provides 
no guidance as to what is a “public building,” “public work,” or “manufactured good.”  
Likewise, the phrase “produced in the United States” is to be interpreted.   
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Under existing law, there are at least two tests that could be used to determine a 
manufactured good’s country of origin. The first of these is the “cost of domestic 
components” test of the 1933 Act, which considers whether the domestic content of the 
good is more than 50 percent, with the additional requirement the manufacturing 
processes take place within the U.S. The second is the “substantial transformation” test, 
which considers a good to be domestically produced if it is either solely produced in the 
U.S. or is “substantially transformed into a new and different article of commerce” in the 
United States.   
 
In either case, there is an additional question of whether the determination is to be made 
at the final “end-product” and “system” level or at the component (or subcomponent) 
level.   

 
Statutory Exclusions  
 
As noted, ARRA contains a number of specific exclusions to the Buy American 
requirement. Specifically, the requirement will be waived where: 
 
• its application would be “inconsistent with the public interest;” 
• the iron, steel or manufactured goods are “not produced in the United States in 

sufficient and reasonably available quantities and of a satisfactory quality;” or 
• application of the requirement would increase the cost of the overall project by more 

than 25 percent. 
 
Unfortunately, there is little interpretational guidance as to the application of these 
exceptions.  That said, we are of the opinion that the above exceptions would be unlikely 
to come into play in connection with procurements for Schüco’s solar or aluminum 
products.  
 

 
Exclusions based on Existing Free Trade Agreements 

 
Of greatest relevance to Schüco’s customers, ARRA’s Buy American provisions are 
expressly made subject to all existing bilateral and multilateral free trade agreements 
that the U.S. is currently a party to.  
 
Chief among these free trade agreements are: 
 
• The North American Free Trade Agreement (NAFTA) with Canada and Mexico; and  
 
• The World Trade Organization Government Procurement Agreement (WTO GPA), 

an agreement signed by or acceded to by all of the EU member nations (including 
Germany), as well as Hong Kong, Israel, Japan, South Korea, Singapore, and 
Switzerland, among others.   

 
(Please note that Taiwan is scheduled to become a WTO GPA signatory in July 2009.  
China is NOT yet a signatory to the WTO GPA.)    
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As such, companies seeking to bid on public works projects involving products sourced 
from countries that are signatories to NAFTA or the WTO GPA will generally be entitled 
to the same treatment under ARRA as domestically-sourced products.   
 
 
3) Analysis  
 
Today’s photovoltaic (PV) solar energy systems (PV modules and their respective 
components) are manufactured worldwide, and this fact can make it difficult to determine 
if the Buy American exclusions will apply. Depending on the source of its components 
and the test applied, a PV module assembled in the USA will not necessarily be 
considered a domestic product. Similarly, a PV module assembled or manufactured 
overseas will not necessarily be denied treatment as a domestic product under ARRA 
(see Appendix A, entitled “PV System Manufacturing,” for an illustration).   
 
Notwithstanding the foregoing, Schüco sources the majority of its components and 
products from countries that are signatories to the WTO GPA or similar multilateral 
agreements, including most notably, Germany, Japan, South Korea, and Taiwan.  
Products sourced from these countries will generally be considered exempt from the Buy 
American requirement, under either the “cost of domestic components” test or the 
“substantial transformation” test, provided that they are not in turn sourced from non-
WTO GPA countries.  
 
In addition, Schüco has recently increased the number of “Made in America“ products 
and components that are sourced or produced entirely locally. Currently, this includes 
the following broad range of products: 
 
• Aluminum profiles for solar racking systems and aluminum curtain-wall and façade 

construction systems, including the finishing and painting of those components. 
• Stainless steel parts such as screws, bolts or other fasteners. 
• Steel components (plated and/or anodized) including the full finishing (punching, 

drilling, welding) of those components. 
• Residential solar hot water storage tanks, commercial solar hot water storage tanks, 

solar hot water expansion tanks and other piping related components (e.g., piping 
adapters and pipe-steps for tank interconnection). 

• Electronic components, such as three-way valves, commercial PV inverters, and 
commercial thermal system data-loggers. 

 
 
4) Conclusion 

 
Schüco USA is proud to support the economic recovery activities contemplated under 
ARRA with its local solar and aluminum system activities, including, but not limited to 
domestic design and production and local system installation support.  
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Based on our review of the provisions of ARRA, the 1933 Act, and related interpretive 
materials, and in discussions with third party experts and consultants, the following 
conclusions can be stated: 
 

- Schüco USA’s products that are entirely sourced and manufactured 
domestically will satisfy the Buy American requirements of ARRA. 
 

- The majority of products manufactured and sold by both Schüco International 
KG and its 100% owned subsidiary, Schüco USA L.P., that are sourced from 
either NAFTA or WTO GPA signatory nations should fall under the ARRA 
exclusion based on existing free trade agreements. 
 

- Schüco may also be able to avail itself of one of the three stated exceptions to 
ARRA’s Buy American requirement, specifically, where a) its application would 
be inconsistent with the public interest; b) the manufactured goods are not 
readily available or produced in the United States; or c) the requirement would 
increase the project cost by more than 25 percent. 

 
- Procuring agencies below the federal level that observe the trade agreement 

exclusion in their laws – currently the case in 37 states - will also likely treat 
Schüco’s products in the same manner as they would treat domestic goods 
where the contracts in question exceed the applicable monetary threshold.    

 
Disclaimer: Please note that these conclusions are based upon the assumption that the procurement in question is a “covered 
procurement” (i.e., currently at least $194,000 for goods and services) that is being made by a “covered” federal entity.  Most, but not 
all, federal government agencies are designated as “covered” entities under the WTO GPA exemption.  This means that sale of non-
U.S. sourced goods that would otherwise be considered exempt from the Buy American requirement would not be entitled to the 
exemption if the contract were made with a non-covered federal agency.  Federal procurements below the stated monetary threshold 
and state and local government procurements are subject to different rules beyond the scope of this summary.  Finally, because less 
than six months have elapsed since ARRA’s enactment, there are a number of open questions regarding how specific provisions of 
the law will ultimately be interpreted.  As our conclusions are based solely on the information currently available, they are subject to 
change.      

 
For more information and support, please contact our website www.schuco-usa.com or 
contact our headquarters in Newington, CT: 
 
Schüco USA, L.P. 
240 Pane Road  
Newington, CT 06111 
United States of America 
 
Toll Free:  1 877 472 4826 
Phone:  1 860 666 0505 
Fax:   1 860 666 2359 
e-mail:  info@schuco-usa.com 

 

http://www.schuco-usa.com/
mailto:info@schuco-usa.com
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Appendix A - PV System Manufacturing 
 
Today‘s PV modules consist of many different components and raw materials produced 
worldwide. To better understand the complexities which attend the determination as to 
whether a given product is exempt from ARRA’s Buy American requirement, consider a 
PV system evaluated under the “cost of domestic components” test, one of two that 
could be used under existing U.S. law. 
 

a) Silicon:  standard monocrystalline and polycrystalline PV modules are based on 
purified SiO2 (silicon). This material is mainly produced in the USA, in Japan and 
in Europe. The silicon content has a value of approximately 10% of the final PV 
system sales price to the end customer (based upon an end customer price of 
$6.00/Wp for June 2009). For Schüco modules, the silicon content is produced 
mainly locally in the U.S. 
 

b) Ingot and Wafer:  the purified silicon is transferred into a so-called “wafer,” a thin 
silicon plate as a base for further processing and production. As wafers are 
produced all over the world, a clear tracking of the respective country of origin is 
not practically possible. The combined ingot/wafer value is approximately 6% of 
the final PV system. 
 

c) PV Cell:  the wafer is turned into an active electricity-producing element, the so- 
called “PV cell”. PV cells are produced worldwide by numerous companies.  
Schüco selects only the best manufacturers for these components, as they are 
the essential for a high-efficiency PV module. The origin of the cells is typically 
Taiwanese, European, or American. The value of the PV cell is approximately 
14% of the final installed PV system. 

 
d) PV Module: the high efficiency PV cells are interconnected to a so-called PV 

module using additional components such as solar glass (sourced from 
companies in France, Germany, Asia, Australia and others), EVA interconnection 
foil, Tedlar backsheet foil, junction box, cables, plugs and an aluminum frame. 
This assembly of the PV module is done in Germany and in Asian WTO 
countries. The value of the PV module assembly is approximately 12% of the final 
installed PV system.   
 

e) Balance of System (BOS) Components:  In order to make the PV system work so-
called BOS components such as the inverter, racking components and other 
smaller parts as may be required. Schüco uses inverters manufactured in 
Germany or in the USA (depending on the size of the system and the size of the 
inverter), as well as locally produced racking components (e.g., screws and 
aluminum profiles). All other BOS components, such as cables and plugs, are 
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sourced in the USA as well. The value of the BOS components is approximately 
17% of the final installed PV system.  
 

f) System Installation: The system installation, including site inspection, site 
preparation, permitting, system planning, local shipment and installation has a 
value of approximately 41% and is realized solely by local contractors and 
partners within the USA. 
 

 
In this illustration, the majority of the components used in the complete PV System were 
sourced either domestically or from countries that are signatories to the WTO GPA.  As 
such, under the “cost of domestic components” test, this system would satisfy the Buy 
American provisions of ARRA. This outcome presumes that the determination as to 
domestic content would be made at the “end-product” level, and upon the further 
presumption that the labor-related costs of the system would be factored into the total 
computation, which is uncertain given the information currently available to us.  
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Appendix B - Frequently asked questions 
 
1) Where is Schüco International KG active? 
Schüco is active in more than 75 countries in both aluminum and solar products. The 
philosophy of Schüco is to transfer the system ideas and the German engineering to 
meet the respective local needs covering local sourcing and production if available and 
adequate. 
 
2) Does Schüco USA L.P. source its non-domestic aluminum and solar 
product line from nations having existing free trade agreements with the United 
States? 
Yes. Schüco’s non-domestic product line is sourced from a number of countries that are 
signatories to the World Trade Organization Government Procurement Agreement, and 
as such will generally be exempt from ARRA’s Buy American requirement. This includes 
countries such as Germany, Japan, and South Korea, among other major supplier 
nations. 
 
3) What is Schüco doing to strengthen and to support the U.S. economy on a 
short term and long term basis? 
Schüco respects and supports the idea of locally produced products and therefore is 
constantly enhancing the product portfolio with locally produced and sourced 
components.  For example, Schüco USA recently added a new steel solar tank portfolio, 
which is 100% produced in the USA, including all related safety valves, system brackets 
and interconnection pipe sets.  
 
4) Is Schüco going to produce PV modules and hot water collectors locally in 
the USA? 
Schüco is constantly investigating the possibility of establishing local production sites for 
those components in North America. A local production site has to fulfill several criteria 
for product quality and product reliability which is of the greatest importance for Schüco. 
These criteria are currently fulfilled 100% at our thin-film module production site and 
solar hot water collector production site in Germany in combination with a high volume / 
high yield output from those specialized and automatic production sites. 


