Republic of Korea

|.1 Background

South Korea is one of the few countries in the world (including the US, Japan, Canada,
Australia, China, India, and the European Union) to have adopted mandatory auto fuel economy
standards. As of 201 |, the country was one of the most heavily motorized, rated 42" in terms
of vehicle ownership with 379 vehicles per 100 people. In addition to being a major consumer
of cars, the country is also a manufacturer —in 2010 South Korea produced 5% of the world’s
new cars.

.2 South Korea Light-Duty Vehicle Fleet

See above, section |.1I.

[.3 Status of LDV fleet fuel consumption/CO?2 emissions

The overall efficiency of Korea’s vehicle fleet has steadily improved since data became available
about a decade ago. All new vehicles are required to reach |7 km/L or 140 gCO2e/km (equivalent
to 150 gCO2/km under the New European Drive Cycle) by model year 2015.

Historical fleet CO, emissions performance and
current or proposed standards
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[1] China's target reflects ine fleet io. If other fuel types, the target will be lower.
[2] US and Canada light-duty vehicles include light-commercial vehicles.
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2.0 Regulatory Policies

2.1 National Standard




Fuel efficiency targets have been in place in Korea since the 1990s. An average fuel economy program
and fuel economy rating identification of motor vehicles was introduced in 2005. Fuel economy
standards were enacted in 2006 for domestically-produced cars, 2009 for imported cars with sales of
less than 10,000. Imported cars with sales of more than 10,000 had to meet US CAFE Standards. Fuel
economy standards in the Republic of Korea are based on an engine size classification system.
The reference average fuel economy standards were 12.4 km/L for vehicles with 1500cc engines or less,
and 9.6 km/L for engines greater than 1500cc displacement. New passenger cars sold within the country
in 2008 ran an average of |1.47 kilometers per liter of fuel (27 mpg US, 8.7 L/100km)—up from | 1.04
km/L (26 mpg US, 9.1 L/100km) recorded in 2007.

In July 2009, the Republic of Korea announced plans for a combined fuel economy and GHG emissions
target of 17 km/L or 140 gCO2e/km (equivalent to 150 gCO2/km under the New European Drive
Cycle) respectively for model year 2015, weight-based and will use US CAFE combined cycle for testing
purposes. The standard will take a phased approach, with | 30% compliance rate expected by
manufacturer in 2012, 60% in 2013, 80% in 2014 and 100% in 2015.

2.2 Test cycle type

The Republic of Korea is following testing methods that are similar to US CAFE procedures.

2.3 Import restrictions

New Vehicles

Imports must meet several national safety and environmental standards, including fuel economy
(see section 2.1 above).

Second Hand
N/A

2.4 Technology mandates/targets

In 201 | the South Korean government announced that it will offer up to Won 4.2m (US$3,590)
in tax incentives to any buyer of a new electric vehicle. Under the scheme, which came into
force on | December 2011, a buyer of a new EV will receive a 5% discount from the country’s
special consumption tax and a 7% exemption from purchase and registration taxes. The South
Korea market does not yet feature compact EVs, but GM has developed the electric Chevrolet
Spark at GM Daewoo, and Hyundai’s BlueOn is due to be launched early in 2012. An industry-
led consortium is reportedly developing a medium-size battery-electric commercial vehicle for
launch in 2014. Along with its tax incentives, the government also announced standard formats
to measure the fuel efficiency of electric vehicles, under which manufacturers will be required
to state the car's maximum speed and maximum distance of travel per full charge.

3.0 Fiscal Measures and Economic Instruments

3.1 Fuel Taxes

N/A



3.2 Fee-bate

N/A
3.3 Buy-back
N/A

3.4 Other tax instruments

The taxes described below are calculated cumulatively, but several are applied as percentages of other
automotive taxes. The Korean Government imposes eight different taxes on passenger cars, which are
assessed on the C.I.F. value of the vehicle plus the eight percent tariff. Three of the taxes are based on
engine displacement. The Korean engine displacement taxes are currently applied such that a

disproportionate financial burden falls on vehicles with larger engines (over 2,000cc).

Taxes Levied at the Purchase Stage: At the purchase stage, the following three taxes are levied: 1)
special consumption tax (a percentage of the C.I.F. value of the vehicle plus duty, based on engine
displacement), 2) education tax (30 percent of the special excise tax), and 3) a 10 percent value added
tax (VAT), calculated on the vehicle value inclusive of the special consumption tax and the education tax.

The special consumption tax is based on engine displacement, with the following rates:
0-800 cc zero percent

801-2000 cc five percent

2001cc and over 10 percent

Taxes Levied at the Ownership Stage: The Korean Government also assesses two taxes at the
ownership stage: |) annual vehicle tax (based on engine size), 2) annual vehicle education tax (30
percent of the annual vehicle tax). The annual vehicle tax is based on engine displacement with the

following rates:

800cc and below 80 Won/cc
801cc-1,000cc 100 Won/cc
1,001 cc-1,500cc 140 Won/cc
1,501¢cc-2,000cc 200 Won/cc

over 2,00lcc 220 Won/cc

3.5 Registration fees




At the registration stage, the Korean Government levies the following three taxes: |) registration tax
(five percent of the retail price before VAT), 2) acquisition tax (2% of the retail price before VAT) and
3) subway bond (based on engine displacement). The subway bond is another tax based on engine
displacement. The engine displacement categories and rates are calculated as a percentage of the retail

price as follows:

Below 1000cc four percent

1001 cc-1600cc nine percent

1,601cc-2000cc 12 percent

2,001 and over 20 percent

Sport utility vehicles: five percent (regardless of engine size)
For additional taxation, see section 3.4 above.

3.6 R&D

N/A

4.0 Traffic Control Measures

4.1Priority lanes

N/A
4.2 Parking

N/A
4.3 Road pricing

N/A

5.0 Information

5.1 Labeling

A labelling scheme was introduced in 2005, whereby all cars are required to show a label
indicating the cars fuel economy ranking (1-5) and its fuel economy (km/l).

5.2 Public info



N/A

5.3 Industry reporting

N/A
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