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lanited States Senate 
WASHINGTON, [)C 20510 

September 22. 1997 

The President 
The White House 
Washington. D.C. 20500 

Dear Mr. President: 

In 1995, the United States and the Republic of Korea signed a Memorandxim of 
Understanding (MOU) to provide U.S. automobile manufacturers access to one ofthe largest 
markcta in the world and one of the fastest-growir g markets in Asia. We have been 
monitoring Korea's implementation of the 1995 MOU, and it concems us greatly that 
automotive imports in Korea remain at less than one percent and that the Korean 
government has violated the 1995 agreement. 

Trade barriers premised on Korean laws and policies designed to undermine trade 
concessions deny U.S. automobile manufacturers and Korean consumers the benefits they 

* had expected under the 1995 MOU and the WTO agreements. Furthermore, these barriers 
allow Korea to enjoy a "free ride" on U.S. conces:;ions. 

Since the 1995 Agreement, govemment-si nctioned policies, including harassment of 
citizens who buy or lease imported cars, have csw Jated. Korea has reclassified minivans 
and sport utility vehicles, effectively boosting imiiort taxes on these vehicles by as much as 
$1,500. Also, Korea's discriminatory automotive taxation regime has not unproved overall 
and still may effectively double the price consum.irs pay for an imported vehicle. 

Of equal concern is the uncertainty Korea s restrictive policies create for future U.S. 
negotiations with Korea. We question whether American companies can rely on agreements 
to be productive and long-lasthlg if U.S. automobiles cannot enter the Korean market on fair 
terms as already negotiated. 

The 1995 MOU was a minimal first step toward opemng Korea's automotive market, 
but the government has also shown little willingness to negotiate further market-opening 



The President 
September 22,1997 
Page 2 

initiatives or even abide by its 1995 commitments While Korea is ultimately accountable 
for remedying the market barriers it has erected urdlateraUy, the United States must take an 
active role in requiring Korea to implement market remedies to which it has agreed. 
Therefore, wc urge you to name Korea's automotive trade policies as "priority practices" 
under the Super 301 unfair trade provision and to seek fiirther commitments from Korea to 
provide real market access. 

Sincerely. 

Senator Carl Levin 

Senator Sam Brownback 

\ J Sena^ Spencer Abraham 

Senator Mike DcWinc 

Senator John Ashcroft 

Senafbr Byton Dorgan 

Senator Richard Lugar 
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The President 
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Senator Barbara Mikulski 



THE WHITE HOUSE 

W A S H IN G T O N 

September 24, 1997 

MEMORANDUM FOR GLYN DAVIES 
NSC Executive Secretariat 

FROM: SUSAN BROPHY ...P 
Legislative Affairs 

SUBJECT: Presidential Correspondence 

Attached are copies of l e t t e r s sent to the President by 
various Members of Congress. Since these l e t t e r s address 
n a t i o n a l s e c u r i t y issues, we would appreciate your assistance m 
d r a f t i n g a response. 

Thank you very much f o r your assistance. I f you have any 
questions, please f e e l free to c a l l Chris Walker at x67500. 

The f o l l o w i n g i s a b r i e f d e s c r i p t i o n of the l e t t e r s : 

1) Sen. Paul Coverdell (R-GA), concerning the U.S. 
Ambassadorship to Mexico, 

2) Representatives Ben]amin A. Gilman (R-NY), Porter J. 
Goss (R-FL) and Sam Gejdenson (D-CT), concerning the 
U.S. food assistance program for North Korea, 

3) Rep. Martin Frost (D-TX) and others, concerning the 
"open skies" agreement between the U.S. and Japan, 

4) Rep. Vic Fazio (D-CA), concerning the upcoming meeting 
with the Indian Prime M i n i s t e r , 

5) Rep. John P. Murtha (D-PA) and others, concerning the 
dumping of carbon s t e e l plates i n the U.S. market, 

6) Rep. E l i o t L. Engel (D-NY), concerning the imprisonment 
of 15 Puerto Ricans, 

7) Rep. Amo Houghton (R-NY), concerning the Super 301 
pr o v i s i o n of U.S. trade law, 

8) Sen. Ron Wyden (D-OR), concerning the "open skies" 
agreement between the U.S. and Japan, 



p ..^ 9) Sen. John Ashcroft (R-MO) and others, concerning th 
Memorandum of Understanding between the U.S. and the 
Republic of Korea, 

10) Rep. Edolphus Towns (D-NY), concerning the October 29 
State Dinner at the White Mouse, 

11) Rep. Harold Rogers (R-KY) and Benjamin Oilman (R), 
concerning the Comprehensive Ban Treaty Preparatory 
Commi s s ion, 

12) Rep. Gerald B. H. Solomon (R-NY), concerning NATO 
expansion; and, 

13) Sen. Robert G. T o r r i c e l l i (D-NJ) and others, concerning 
the September 4, 1997 bombing i s I s r a e l . 

Enclosures 
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Consretfis of tf)e ®mteli t̂atê  

Waasfjtngton, 3BC 20515 

The Honorable WiUiam Jefferson Chnton September 2 3. 1997 
President of the Unites States 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

We are writing to urge you to designate the Republic of Korea's automotive trade policies 
as priority practices" under the Super 301 provision of U.S. trade law. 

Korea's market for automobiles is one of the fastest growing in the world and could be an 
important destmation for U.S. exports. Despite the efforts ofthe U.S. govemment and the 
world's automakers, however, the Korean market remains closed to non-Korean cars and trucks. 

Two years ago, your Administratjon negotiated an agreement with the Korean 
government to provide new access to that country's automotive market. While the Korean 
government implemented some of tlic provisions of the agreement, such as a small reduction in 
the enormous tax/tariff burden on imported autos, most of its actions actually have served to 
restrict the market yet fiirther. The government repeatedly has taken steps, such as the threat of 
special tax audits, to officially discourage the purchase of imports. Moreover. Koi«a continues 
to levy an array of nine separate taxes, in addition to an import tariff, that disadvantage imports. 

The express purpose ofthe 1995 agreement was to "substantially increase market access 
for foreign passenger vehicles" in Korea. However, the Korean government's unwillingness to 
change its policies has undermined this goal. 

Even without a trade agreement, these actions would merit serious consideration under 
Super 301. But because we have already negotiated an agreeraent which these actions clearly 
violate, we believe that designation under Super 301 is unavoidable. It is our understanding that 
the Korean government has been less than willing to negotiate further market-opening initiatives, 
despite the continued low level of auto imports in Korea. We urge you to take strong action 
under U.S law to gain Korea's cooperation in opening its market to U.S. auto exports. 

4 ^ 
Sincerely, 
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House letter to President Ctinton on Super 301 for Koreans autn fnar»ff>* 

Sander Levin Amo Houghton 

John Dingell Fred Upton 
Dale Kildcc David Bonior 
Meirtin Frost Lane Evans 
John Conyers Ron Dcllums 
Sue Kelly Phil English 
John Lewis Jim McGovem 
Jim Barcia Howard Berman 
Richard Neal Louise Slaughter 
Ron Klink John Peterson 
[repeat] David Mcintosh 

Dick Lipinski Debbie Stabenow 
Donald Payne Sherry Boehlert 
James Walsh Marcy Kaptur 
Sidney Yates Dick Gephardt 
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Lynn Rivers Dave Camp 
John LaFalcc Ralph Regula 
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Jim Maloney Tom Sawyer 
Nancy Johnson Jack Quinn 

Frank Pallonc, Jr. Steve LaTourette 
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F A C S I M I L E 

To: The Honorable William Jefferson Clinton 

From: Sandy Levin 

R«-' Super 301 for the Korean auto market 

Date: September 23, 1997 C,-D -> -. . . , 

Fax: 456-2604 

Pages: 6, including this cover page 

CC: The Honorable Charlene Barshefsky, 395-4656 
The Honorable William Daley, 482-4420 

U.S. Congressman Sander M. Levin Tel: (202) 225-4961 
2209 Raybum House Office Building Fax- (202) 226-1033 
Washington, DC 20515 
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September 24, 1997 

MEMORANDUM FOR GLYN DAVIES 
NSC Executive Secretariat 

FROM: SUSAN BROPHY ..-'P 
Legislative Affairs 

SUBJECT: Presidential Correspondence 
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various Members of Congress. Since these l e t t e r s address 
n a t i o n a l s e c u r i t y issues, we would appreciate your assistance m 
d r a f t i n g a response. 

Thank you very much f o r your assistance. I f you have any 
questions, please f e e l free to c a l l Chris Walker at x67500. 

The f o l l o w i n g i s a b r i e f d e s c r i p t i o n of the l e t t e r s : 

1) Sen. Paul Coverdell (R-GA), concerning the U.S. 
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U.S. food assistance program for I'lorth Korea, 
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dumping of carbon s t e e l plates i n the U.S. market, 
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of 15 Puerto Ricans, 

7) Rep. Amo Houghton (R-NY), concerning the Super 301 
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8) Sen. Ron Wyden (D-OR), concerning the "open skies" 
agreement between the U.S. and Japan, 



9) Sen. John Ashcroft (R-MO) and others, concerning the 
Memorandum of Understanding between the U.S. and the 
Republic of Korea, 

10) Rep. Edolphus Towns (D-NY), concerning the October 29 
State Dinner at the White House, 
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concerning the Comprehensive Ban Treaty Preparatory 
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American Automobile ManufiaLCtarers Association 
urcoapoRAnoN 0 General Moiors 

ANDREW H. CARD. Jr. 
President and Chief Eiecutive Officer 

September 25. 1997 

The Honorable Samuel R Berger 
Assistant to the President 
National Security Council 
The White House 
1600 Pennsylvania Avenue. N.W. 
Washington. D.C. 20500 

Dear Mr. Berger: 

As September 30 approaches, the American Automobile ManufacOirers 
Association would like to reiterate our views regarding options under consideration by 
the Administration regarding our request that Korea be designated under "Super 301" for 
unfair trade practices in auto trade. 

First, we are very disturbed that, despite Korea's clear violations of the 1995 
MOU, there is still reluctance from some within the Adnninistration to designate Korea 
under Super 301. We are very aware of political concems that have been raised about 
Korea's upcoming elections. However, we believe that failure to act now -- and the 
mes.sage which that non-action conveys - will do far greater harm to U.S. interests than 
proceeding with a 301 investigation. A new administration in Seoul would in all 
likelihood be reluctant to tackle these tough issues without the irtcentive of â set 
negotialingjleddlLne. This is also an opportunity to move U.S.-Korea relations forward, 
by showing that the bilateral relationship has mamred to the point that trade concerns can 
be discussed separately from other important a.specis of the relationship, as the U.S. does 
in disputes with most other OECD trading partners. 

Given the high visibility of this issue, a failure to designate Korea could also be 
interpreted by other countries as a sign that die U.S. will not strictly enforce existing trade 
agreements. It could also undermine our continuing efforts to put pressure on Japan to 
open its market, and may damage ongoing attempts to resolve the U.S. auto dispute with 
Indonesia. 

We are also disturbed that concessions from Korea that have little or no 
commercial significance may be accepted by the Administration as demonstrating 
adequate progress to avoid a Super 301 designation. What has been offered thus far 
barely qualifies as a starting point, and will not result in any volume increase in import 
sales. 

SEP 25 18:10 
HUDQUIRTERS 

1401H Street, Nmi. Suite 900, Wiihin̂ on, D.C. 2000S 

202>32I«5S00 FII 202*32S>5S67 

DETIIOIT OFFICE 

7410 Second Ireoue. Suite 100, Oetrelt, HI Klil 

3U'!72««311 f« 3U'«2»i«0 



To accept a minimal package of concessions as sufficient progress by the 
government of Korea to avoid Super 301 designation cannot, in our view, be justified. It 
would clearly leave Korea "off the hook", with no guarantee that any new govemment 
will make any significant market opening efforts at a later date. 

Sincejely, 

Andrew H. Qard, Jr. 
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Non-Paper 

ELEMENTS OF U.S.-ROK EXCHANGE OF LETTERS ON AUTOS 

These elements would be incorporated into an exchange of letters effected before September 30, 
1997 The language below is conceptual in nature. More detailed language is being developed. 

I Actions Taken bv ROKG Outside the Scone ofthe MOU 

The USG welcomes the additional commitments made by the ROKG since 1995 with a view to 
improving market access for foreign passenger vehicles in Korea. These specific steps are 
outlined in Annex 1 of this document. 

II Additional Actions to be Taken in the Short-Term 

In addition, the ROKG will implement the following steps within the specified timeframe: 

A. Taxes and Related Issues 

• Agreement that ROKG will not introduce any new tax measures (by either municipal or 
central government) based on engine-displacement (including but not limited to 
displacement-based parking certification/tax restrictions). 

• Agreement to implement equalization of the subway bond-tax rate applied to domestic and 
imported autos by not later than October 15, 1997. 

• Agreement that ROKG will not implement any tax increases on minivans in the context of 
reclassification as passenger vehicles (ROKG proposed to postpone reclassification of 
minivans into the passenger vehicle tax category until Jan. 1, 2003.) This will not prevent 
the ROKG from effecting the reclassification itself 

• Agreement that ROKG will not implement the final tranche of the SUV tax increase on 
Jan. I , 1998 and will develop a schedule for reversal of the tax to pre-1995 level. 

• USG welcomes that the ROKG is considering rationalization of the current tax structure 
for passenger vehicles and looks forward to seeing these reforms implemented. 

B. Standards and Certification 

• The USG welcomes the ROKG decision to move vigorously toward the establishment of a 
permanent manufacturer "self-certification" system (consistent with the system in place in 
the United States, including all necessary legislative amendments such as product/tort 
liability reform) with the aim of replacing the existing "type approval" system by January 
1, 2000. The ROKG and USG will agree to a clear definition of the what a "self-
certification" system entails. 



In the interim, Korea shall implement specific short-term actions which are 
preparatory to this broader objective, including: 

Effective Jan. 1, 1998 Korea shall put in place a transitional manufacturer self-
certification "pilot program," Foreign manufacturers shall be allowed to 
voluntarily participate in the pilot program. The USG and those manufacturers not 
participating in the pilot program shall have access to the deliberative process 
developing the permanent self-certification and aiding in the transition from the 
pilot program. Korea welcomes the USG offer to hold expert level consultafions 
on the specific elements comprising this transitional system prior to January 1, 
1998. 

With respect to the Safety Compliance Test threshold established under the 1995 
MOU, the ROKG shall provide a clear definition of the standards certification 
requirements for both low volume and high volume imports in an effort to enhance 
transparency This shall include guidelines which specify the circumstances under 
which the ROKG may ask for additional test results where only the submission of a 
manufacturers' certificate of conformance is required.. 

Korea agrees to accelerate the implementation of an increased threshold for the 
Safety Compliance Test, as follows: 

Jan. 1, 1998 1,500 units per model 
June 1, 1998 2,000 units per model 
Jan. 1, 1999 3,000 units per model 

• Jan. 1, 2000 system to be replaced by self-certification 

Elimination of the standards "completion test" by March 1, 1998. 

Standards introduced after 1995 

ROKG will accept the manufacturer's certificate of conformity for 
tests conducted in the United States which indicate compliance with 
the Korean requirement, or the U.S. FMVSS equivalent, if such 
exists This allowance shall apply to fijture standards as well as the 
4 standards introduced after 1995 for which an FMVSS equivalent 
exists, specifically engine power, field of vision, accelerator control 
system, and interior compartment door. 

Effective June 1, 1998, in the case of new standards for which no FMVSS 
equivalent exists, but which correspond to international (ISO or SAE) or 
other non-Korean national standards (including ECE or EEC), the ROKG 
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will accept the manufacturer's certificate of conformity for tests conducted 
in the United States which indicate compliance with the other standard, if 
such exists. This allowance shall apply to current and future standards 
including Standard 41 (electro-magnetic compatibility) upon approval of 
the test site/laboratory by KATRI, The ROKG will inspect testing 
facilities upon request by U.S. companies and will normally grant approval 
within 30 days of the inspection. 

• Agreement that until there is a harmonized headlamp standard, ROK will accept both U S 
and EU headlamp standards, and that ROK will accept documentation from tests 
performed by U.S. manufacturers in the United States for either standard. 

• The USG welcomes the ROKG's intention to participate fijlly in the WP 29 talks and to 
join the "parallel agreement." 

Financing Reform 

The USG welcomes the enactment of recent legislation in Korea pertaining to installment 
financing for automobiles. The legislation is an important step toward a more open and 
competitive auto finance regime in Korea and toward addressing U.S. concerns. 

The ROKG has asserted that this legislation will substantial address U.S. concerns over auto 
financing apart from the ability of installment finance providers to secure loans by using the 
subject vehicles as collateral (ie, collateralization). In this regard, the ROKG will indicate its 
commitment to drafting implementing regulations for the new law which ensure that our 
governments' shared objectives are advanced. 

• Korea will also commit to draft and introduce legislation to the National Assembly by June 
30, 1998 to authorize installment finance companies to secure loans on leased autos (ie, 
collateralization) and to enable the dealer or finance provider to repossess the collateral if 
the lessee is delinquent. 

• Interim steps which the ROKG will take toward the adoption of a system of genuine 
collateralization and repossession include: 

Effective immediately, the ROKG will ensure that providers of loan repayment 
guarantee insurance shall not discriminate against or restrict insurance from dealers 
or purchasers of imported vehicles. 

Effective immediately, the ROKG will authorize finance companies or dealers to 
retain original ownership papers for leased vehicles until such time as the loans are 
repaid in full. 
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commitment to drafting implementing regulations for the new law which ensure that our 
governments' shared objectives are advanced. 
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Market Access/Registration Data 

• Agreement on methodology for measuring registration data to be implemented by Januai"y 
1, 1998. The specific methodology to be used will be worked out between the ROKG and 
USG by November 1, 1997. 

Improving Public Perception 

• Upon announcement of this agreement, the ROKG will state publicly the need to enhance 
consumer perception of imported autos in Korea as fiandamental to liberalization of the 
autos sector. 

III. Commitment to a Reinvigorated Bilateral Dialoeue on Autos 

Both Governments agree that achieving the goals of the 1995 MOU ~ in particular, the goal of 
substantially increasing market access for foreign passenger vehicles in the ROK and improving 
consumer perception of imported vehicles in Korea — requires vigorous and sustained efforts on 
both sides. In order to enhance these efforts, the USG and ROKG agree to renew and strengthen 
the consultative process provided for under the 1995 MOU, as follows: 

• Both governments agree to consult at least twice a year or more frequently upon request 
of either party. In this regard, the USG and ROKG agree that the next round of routine 
consultations under this reinvigorated mechanism will be held not later than April 1, 1998. 

• In the context of these routine consultations, both governments agree to review the 
operation of and implementation of the 1995 MOU, the measures described in Annex 1 of 
this document, the implementation of actions detailed in Part II above, and other policies 
or measures including tariffs, taxes (including transition from the use of engine-
displacement in assessing taxes and reduction of the overall burden of cascading taxes), 
standards/certification, auto-finance issues, and consumer perception issues, which may 
impede the achievement of the goals of the MOU. 

• The objective of these routine consultations shall be to develop jointly an agreed plan of 
action to address in an effective manner any obstacles which may impede the ability of 
foreign manufacturers to compete on an equal terms with Korean manufacturers. This 
commitment reinforces the goals embodied in the 1995 MOU, Annex 1 of this document, 
or Part II above. Both governments agree to work to remove expeditiously such 
obstacles. 

• Both Governments agree to bring promptly to the attention of the other side any actions 
taken by other government or the private sector which may have an adverse effect on 
trade in the functioning of the 1995 MOU, including the implementation of specific 



obligations embodied in Annex 1 of this document, or Part II above, or the achievement of 
the goals of the MOU. Both governments agree to work expeditiously to resolve such 
problems. 

In this regard, the ROKG reiterates its commitment to promoting an enhanced consumer 
perception of foreign-manufactured automobiles in Korea and announces that the relevant 
ROKG ministries/agencies will jointly or independently hold quarterly public briefings to 
update the Korean general public of ongoing and proactive efforts to promote competition 
in the autos sector and to promote enhanced consumer percepfion of foreign-
manufactured autos 

By not later than June 1, 1998, USG and ROKG officials will report to their respective 
Ministers regarding progress in implementation of the 1995 MOU and achievement of its 
objectives, the commitments detailed in Part II above, and progress toward development 
the action plan referenced immediately above. 



ANNEX 

(Revised version ofthe ROKG non-paper of September 10, 1997 will be attached) 



^coapoi^oM ^ J ^ ^ ^ Q Genemi .Motors " ' 

September 9, : 'J'J 7 

The 
The While House 
WashingT.-n. D.C. 20500 

Dear Mr. i'lcsidcnc: 

The vmcrican Amomobile Manuflicmrc: s Assoaation (AAMA) ami its member con .uues -
Chrysler ( orponmon. Ford Moror Company, and Gencid Motors Corporation — wish w express 
our growu,^ fnisnarion with the Republic of -Corras fiilurc co honor ir̂  market-opcnmr ornrnic-
mcntJ under Korea's 1995 automocive trade agreement with die United States. Closed d'o Mestic 
markets arc croubiing under any circumstances. But the situation is :,mjcuiaxly unactep, ,le when 
It IS comb.n.d, as is die caic in Korea, with govtrrnmcnr-direacd policies to promote nn c • -aordi-
nary expaji.ion of excess automobUe capacity :yr export to open markas ,n the U S in. l ,uiid 
the world. Wc urge the Admmistration to rcy.ond to Korea's trade-diuonmg ptucuce.. w i serious 
and mcaninj^ful action. 

. auto-
:iily 

In 19V5. after almost two years of negorinrions, die Administradon :ichicved die ^ . v 
AmPPionv? VfenioiTu^dmn UndcrsranHin° 0 Increase Mprlr,>r.Vrr,5 fop Foreign P^..., 
V k h i c l c ^ J ' ' I . Republic 9f Korea (MOU). : -^corned die agreci:i,.nt as a modcu crro . ' .V die 
Korran go crnmcnt to begin reversing its lone standing policy of excJudanK imports trom 
mobile ma.-kct. On the basis of diat 1995 agreement, AAMA's mcmbc:- companies subsroi 
Gcpandea inr.ir investments in Korea widi a n r v to increasing U.S. e:tnorts to diat countr 

Hov,c .r, despite a promising beginning uader diis new trade agreement. Korea has i i lived 
up to it:; rr. irket-openmg commitments. Impurt sales remain f i r below cxpectadons. In al. of 1996 
Chrysler, 1-ord and General Motors imported less dian 3900 vehicles mto a total Korean n ,rkct o f ' 
1.6 mdhon venido. During 1997, die Korean govemment has not tal<cn any positive ncri. , :o 
promote nui-orts. Instead, dierc has been a hc.t of conunuing violations of dic 1993 MC ' 

_ A A M ; . ;;eHcves diat tJlC Korean govcmmou's maintenance of a : uictuaiy aurcn^obtlc . Liket 
IS dirccdy lucling die Korean auto industry's a,,;;ressive intemauonal c^uansion. In riic j r 
mounting vlcbaJ overcapacity in automotive producuon and despite ri,c precarious rlnana , posi­
tion ofthe Korean manufacturers, Korean prociuccis have continticd [o add capaat)' — rc unff 
over 3.6 m>iUon units in 1996 — and have announced plans to incrca..: producuon' to ov- , mil­
lion units . inually by 2000. Allowing Korea ro maintain a dosed m:ui:ct while bu.lain" 1 re ,..to 
assembly . n .v.city potentially wiU result in die ;̂ crmancat loss of billi.M,. of dollars :n U . l uomo-
tive export:. 

•itAscuiJi; . ;E"oif -jfncr 

itoi H 3iiiti jdO, .Visnitntn. J.C, im Steinf limtt. i,,|t IM J:u«\. » HW 

2«7'326 «5H« m 202.«|.i5f; •U.H^nij fii iiJ.iTJ.u-.i 
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This .rudonaJ buUdup of excess cpaat)- has led to Kor«m coiin.nies engaging m 1 .uiess 
amngemc:.. which violate mtemadonal trad, rules. The United States g o ^ c n f has 'ow 
joined d i . European Community and Japan ..t die World Trade Or^.uzadon in ob,ecun a dis-
a.minato< v aaaonal car program in Indonesia diat benefits a single Korean auto comp.r, 

Chr, Ford and General Motors are nut alone in expressing growing exasperanon . . h 
Koreas ben.vaor as a trading partner. Korea's unfeir auto tnde ptaaucs have also been .v > i . criti-
cued by o.hcr nations, at recent meetings of d,= Organizadon for Economic Coopeiauon nd 
Devdopmcnt and ma joint visit to Seoul in July widi representadv. ofthe European Au ..nobile 
Manufacturers Association. All efforts to hav. die Korean govenimen: honor its iomrtiur .-its to 
feir, open rr.de practices _ not only widi die U.S. but with odier trailing parmers ;is wei, 1 . have 
been met virh complete intransigence. 

We b. diat die Korean government's .ctions unquestionably dwcrvTr to be idcnai -d as 
priority p. .,c .iccs diar unfiurly limit U.S. mark.t access under Super 301. Failure bv riie 
Admm.str.. ,:un to insist diat Korea adopt responsible and fi i r automnr.ve trade poi>ci« w , .^^ke 
It more d::r;cult to e:tpand access for U.S. automobiles in diat marke; and will encournre Corea to 
contmue :. ittem of irresponsible trade practi es. 

We io, ,). forward to working widi die Adr::mistradon to increase narket opportuiuuc ior 
auto expon : ro Korea and to other markets around die wodd. 

SincctcK 

Robert J. !:.,ti.in 
Chairman CEO 
Chrysler L - i . 'oradon 

John F. Srnj il, jr. 

Chairman, : -sidcnt. & CEO 
Genemi M. s Corporation 

AlcxTro ;iinn 
Chainiwn & CEO 
Ford Mu'.ur Company 

Andrew ; I . Card, Jr. 
Presidem }i. CEO 
..^mcriciii .AutomobUe 
Minut.icc.ircr.'; /Vssoci.itioi 
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Non-Paper 

Elements of U.S.-ROK Exchange of Letters on Autos 

These elements would be incorporated Into an exchange of letters effected before 
September 30, 1997. The language below is conceptual in nature. More detailed 
language is being developed. 

I. Actions Taken bv ROKG Outside the Scope of the MOU 

The USG welcomes the additional commitments made by the ROKG since 1995 with a 
view to improving market access for foreign passenger vehicles in Korea. These 
specific steps are outlined in Annex 1 of this document. 

II. Additional Actions to be Taken in the Short-Term 

In addition, the ROKG will implement the following steps within the specified timeframe: 

A. Taxes and Related Issues 

Agreement that ROKG will not introduce any new tax measures (by either 
municipal or central government) based on engine-displacement (including but 
not limited to displacement-based parking certification/tax restrictions). 

Agreement to implement equalization of the subway bond-tax rate applied to 
domestic and imported autos by not later than October 15, 1997. 

Agreement that ROKG will not implement any tax increases on minivans in the 
context of reclassification as passenger vehicles (ROKG proposed to postpone 
reclassification of minivans into the passenger vehicle tax category until Jan. 1, 
2003.) This will not prevent the ROKG from effecting the reclassification itself. 

Agreement that ROKG will not implement the final tranche of the SUV tax 
increase on Jan. 1, 1998 and will develop a schedule for reversal ofthe tax to 
pre-1995 level. 

USG welcomes that the ROKG is considering rationalization of the current tax 
structure for passenger vehicles and looks forward to seeing these reforms 
implemented. 

B. Standards and Certification 

The USG welcomes the ROKG decision to move vigorously toward the 
establishment of a permanent manufacturer "self-certification" system 
(consistent with the system in place in the United States, including all necessary 
legislative amendments such as product/tort liability reform) with the aim of 



replacing the existing "type approval" system by January 1, 2000. The ROKG 
and USG will agree to a clear definition of the what a "self-certification" system 
entails. 

In the interim, Korea shall implement specific short-term actions which are 
preparatory to this broader objective, including: 

Effective Jan. 1, 1998 Korea shall put in place a transitional manufacturer 
self-certification "pilot program." Foreign manufacturers shall be allowed 
to voluntarily participate in the pilot program. The USG and those 
manufacturers not participating in the pilot program shall have access to 
the deliberative process developing the permanent self-certification and 
aiding in the transition from the pilot program. Korea welcomes the USG 
offer to hold expert level consultations on the specific elements 
comprising this transitional system prior to January 1, 1998. 

With respect to the Safety Compliance Test threshold established under 
the 1995 MOU, the ROKG shall provide a clear definition ofthe standards 
certification requirements for both low volume and high volume imports in 
an effort to enhance transparency. This shall include guidelines which 
specify the circumstances under which the ROKG may ask for additional 
test results where only the submission of a manufacturers' certificate of 
conformance is required.. 

Korea agrees to accelerate the implementation of an increased threshold for the 
Safety Compliance Test, as follows: 

Jan. 1, 1998 1,500 units per model 
June 1, 1998 2,000 units per model 
Jan. 1, 1999 3,000 units per model 
Jan. 1,2000 system to be replaced by self-certification 

Elimination of the standards "completion test" by March 1, 1998. 

Standards introduced after 1995 

-ROKG will accept the manufacturer's certificate of conformity for tests conducted in the 
United States which indicate compliance with the Korean requirement, or the U.S. 
FMVSS equivalent, if such exists. This allowance shall apply to future steindards as well 
as the 4 standards introduced after 1995 for which an FMVSS equivalent exists, 
specifically engine power, field of vision, accelerator control system, and interior 
compartment door. 

—Effective June 1, 1998, in the case of new standards for which no FMVSS equivalent 
exists, but which correspond to intemational (ISO or SAE) or other non-Korean national 



standards (including ECE or EEC), the ROKG will accept the manufacturer's certificate of 
conformity for tests conducted in the United States which indicate compliance with the other 
standard, if such exists. This allowance shall apply to current and fiiture standards including 
Standard 41 (electro-magnetic compatibility) upon approval of the test site/laboratory by 
KuA.TRI. The ROKG will inspect testing facilities upon request by U.S. companies and will 
normally grant approval within 30 days of the inspection. 

Agreement that until there is a harmonized headlamp standard, ROK will accept both 
U.S. and EU headlamp standards, and that ROK will accept documentation from tests 
performed by U.S. manufacturers in the United States for either standard. 

The USG welcomes the ROKG's intention to participate fully in the WP 29 talks and to 
join the "parallel agreement." 

Financing Reform 

The USG welcomes the enactment of recent legislation in Korea pertaining to installment 
financing for automobiles. The legislation is an important step toward a more open and 
competitive auto finance regime in Korea and toward addressing U.S. concems. 

The ROKG has asserted that this legislation will substantial address U.S. concems over auto 
financing apart from the ability of installment finance providers to secure loans by using the 
subject vehicles as collateral (ie, collateralization). In this regard, the ROKG will indicate its 
commitment to drafting implementing regulations for the new law which ensure that our 
governments' shared objectives are advanced. 

Korea will also commit to draft and introduce legislation to the National Assembly by 
June 30, 1998 to authorize installment finance companies to secure loans on leased autos 
(ie, collateralization) and to enable the dealer or finance provider to repossess the 
collateral if the lessee is delinquent. 

• Interim steps which the ROKG will take toward the adoption of a system of genuine 
collateralization and repossession include: 

Effective immediately, the ROKG will ensure that providers of loan repayment 
guarantee insurance shall not discriminate against or restrict insurance from 
dealers or purchasers of imported vehicles. 

Effective immediately, the ROKG will authorize finance companies or dealers to 
retain original ownership papers for leased vehicles until such time as the loans 
are repaid in full. 

Market Access/Registration Data 



Agreement on methodology for measuring registration data to be implemented by 
January 1, 1998. The specific methodology to be used will be worked out between the 
ROKG and USG by November 1, 1997. 

Improving Public Perception 

Upon announcement of this agreement, the ROKG will state publicly the need to enhance 
consumer perception of imported autos in Korea as fundamental to liberalization of the 
autos sector. 

111. Commitment to a Reinvigorated Bilateral Dialogue on Autos 

Both Governments agree that achieving the goals of the 1995 MOU — in particular, the goal of 
substantially increasing market access for foreign passenger vehicles in the ROK and improving 
consumer perception of imported vehicles in Korea — requires vigorous and sustained efforts on 
both sides. In order to enhance these efforts, the USG and ROKG agree to renew and strengthen 
the consultative process provided for under the 1995 MOU, as follows: 

• Both governments agree to consult at least twice a year or more frequently upon request 
of either party. In this regard, the USG and ROKG agree that the next roimd of routine 
consultations under this reinvigorated mechanism will be held not later than April 1, 
1998. 
In the context of these routine consultations, both governments agree to review the 
operation of and implementation of the 1995 MOU, the measures described in Annex 1 of 
this document, the implementation of actions detailed in Part II above, and other policies 
or measures including tariffs, taxes (including transition from the use of 
engine-displacement in assessing taxes and reduction of the overall burden of cascading 
taxes), standards/certification, auto-finance issues, and consumer perception issues, 
which may impede the achievement of the goals of the MOU. 

The objective of these routine consultations shall be to develop jointly an agreed plan of 
action to address in an effective manner any obstacles which may impede the ability of 
foreign manufacturers to compete on an equal terms with Korean manufacturers. This 
commitment reinforces the goals embodied in the 1995 MOU, Annex 1 of this document, 
or Part II above. Both governments agree to work to remove expeditiously such 
obstacles. 

Both Governments agree to bring promptly to the attention of the other side any actions 
taken by other govemment or the private sector which may have an adverse effect on 
trade in the functioning of the 1995 MOU, including the implementation of specific 
obligations embodied in Annex 1 of this document, or Part II above, or the achievement 
of the goals of the MOU. Both governments agree to work expeditiously to resolve such 
problems. 

In this regard, the ROKG reiterates its commitment to promoting an enhanced consumer 



perception of foreign-manufactured automobiles in Korea and announces that the relevant 
ROKG ministries/agencies will jointly or independently hold quarterly public briefings to 
update the Korean general public of ongoing and proactive efforts to promote competition 
in the autos sector and to promote erdianced consumer perception of 
foreign-manufactured autos. 

By not later than June 1, 1998, USG and ROKG officials will report to their respective 
Ministers regarding progress in implementation of the 1995 MOU and achievement of its 
objectives, the commitments detailed in Part II above, and progress toward development 
the action plan referenced immediately above. 

ANNEX 

(Revised version of the ROKG non-paper of September 10, 1997 will be attached) 
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