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Korea's Comments on the Implementation of the Inflation Reduction Act of 2022 

The Government of the Republic of Korea (“ROK”) appreciates endeavors by the United 
States to make the transition to clean energy and carbon neutrality through the Inflation 
Reduction Act (“IRA”). However, the ROK is concerned that limiting eligibility for the clean 
vehicle tax credits in Section 30D of the Internal Revenue Code(“IRC”) to those vehicles 
finally assembled in North America will have an adverse impact on many clean vehicle 
exporters including Korean automakers and could be inconsistent with the United States’ 
commitments under the Korea-U.S. Free Trade Agreement (“KORUS-FTA”) and World 
Trade Organization (“WTO”) agreements. 

To address these concerns, the ROK requests that the discriminatory elements be amended, or 
that the treatment that is provided to North American countries be conferred equally to the 
ROK with regard to the requirements related to final assembly, battery components, and 
recycled critical minerals. Alternatively, a grace period of three years should be provided for 
the implementation of clean vehicle tax credits, given that Korean companies have committed 
to investments in the United States but it will take up to three years to complete construction. 

The ROK encourages the U.S. Department of the Treasury (“Treasury”) and the Internal 
Revenue Service (“IRS”) to adopt rules and regulations that address these concerns. We 
provide below further comments and suggestions in response to the requests for comments in 
Notice 2022-46, Notice 2022-47, and Notice 2022-51. 

[ Response to Notice 2022-46: Comments on Credits for Clean Vehicles ] 

1. Defining “final assembly” for purposes of Section 30D(d)(5) of the IRC. 

Notice 2022-46 asks: “Is guidance needed to clarify the definition of the term ‘final 
assembly’ in § 30D(d)(5) … ?”  

The ROK requests that Treasury and the IRS provide a grace period to a “certain companies 
engaged in defined investment commitments in the United States” by issuing an interpretive 

rule under the general authority of 26 U.S.C.§7805(a) or other forms of official tax guidance.  

In addition, the ROK requests that Treasury and the IRS adopt guidance to clarify the 
definition of “final assembly” by requiring minimum processes to take place in North 
America to meet the final assembly requirement1. 

                                           
1 The IRA defines “final assembly” as “the process by which a manufacturer produces a new clean vehicle at, or 
through the use of, a plant, factory, or other place from which the vehicle is delivered to a dealer or importer 
with all component parts necessary for the mechanical operation of the vehicle included with the vehicle, 
whether or not the component parts are permanently installed in or on the vehicle.” 
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2. Defining critical minerals and battery component requirements pursuant to 
Section 30D(e) of the IRC. 

Notice 2022-46 asks: “Section 30D(e)(1) provides the new critical minerals requirements 
…. What factors and definitions should be considered to determine the place of extracting 
or processing such critical minerals, and, in particular, to determine whether extracting or 
processing occurred in the United States or in any country with which the United States 
has a free trade agreement in effect?” 

The IRA limits eligibility for the clean vehicle tax credit to vehicles with batteries 
incorporating critical minerals extracted or processed in the United States, or in countries 
with which the United States has a free trade agreement. The ROK requests that Treasury and 
the IRS broadly interpret the term “free trade agreement.” Some countries have Trade and 
Investment Framework Agreements(“TIFA”) with the United States, which could be 
interpreted as falling into the scope of a “free trade agreement.” Such interpretation would 
contribute to stable supplies of nickel, lithium, and other critical minerals for battery 
producers by diversifying the sources of critical minerals that meet the qualification 
requirements for the clean vehicle tax credit. 

Notice 2022-46 asks: “Section 30D(e)(1) provides the new critical minerals requirements 
…. What factors and definitions should be considered to determine … the percentage of 
that total value attributable to critical minerals [contained in a vehicle’s battery] … ?” 

The IRA stipulates the percentage of the value of critical minerals required for a vehicle to 
qualify for the clean vehicle tax credit, but does not identify the method for calculating the 
value. The ROK requests that Treasury and the IRS calculate this percentage based on the 
total value of all applicable critical minerals contained in the battery, rather than separately 
for each type of critical mineral.  

In addition, as prices of critical minerals fluctuate frequently, the ROK requests that Treasury 
and the IRS indicate that the average price of the mineral for the previous year, published in 
an international price index, should be used in the calculation of this percentage. This 
methodology enables companies to calculate the applicable percentage with certainty and 
plan their sourcing of critical minerals accordingly. 

Notice 2022-46 asks: “Section 30D(e)(2) provides the new battery component requirements 
…. What factors should be considered in defining the components of a battery of a clean 
vehicle?” 

The IRA stipulates the percentage of the value of battery components required for a vehicle 
to qualify for the clean vehicle tax credit, but does not identify the method for calculating the 
value. The ROK requests that Treasury and the IRS calculate this percentage based on the 
total value of all battery components contained in the battery, rather than separately for each 
type of battery component. 
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The ROK also requests that Treasury and the IRS define “battery component” to include 
battery cells, battery modules, and cathode, anode, electrolyte solution and separator. 

Lastly, the ROK requests that Treasury and the IRS calculate the value of the components 
based on the “additional value created during the production of the component.” As the value 
of critical minerals will be measured based on the critical minerals requirement, provided for 
in Section 30D(e)(1)(B), it is reasonable to measure the value of the components by using the 
added value of the components, in order to avoid double counting the value of the critical 
minerals. Or, if the percentage of the value of components is measured based on the total 
value, the ROK requests that the origin of the critical minerals contained in the battery be 
decided by the place of manufacturing or assembling of materials, which is a subsequent 
process.  

3. Defining “commercial clean vehicles” for purposes of Section 45W of the IRC. 

Notice 2022-46 asks: “Please provide comments on any other terms that may require 
definition or additional guidance.” 

The ROK requests that Treasury and the IRS broadly define the term “commercial clean 
vehicles,” and grant the tax credit for commercial clean vehicles without budget restrictions 
for at least the first two years of implementation (2023-2024). Section 45W of the IRC, as 
amended by the IRA, provides for a tax credit for commercial clean vehicles. For purposes of 
this tax credit, the ROK requests that Treasury and the IRS determine that a broad range of 
vehicles qualify as “commercial clean vehicles,” including rental cars and short-term leases. 
In addition, the ROK requests that Treasury and the IRS not impose any budget restrictions 
on the commercial clean vehicle tax credit at least for 2023 and 2024, the introductory period 
for the tax credit. Applying broad eligibility requirements for the commercial clean vehicle 
tax credit is in line with the IRA’s legislative purpose to combat climate change by 
encouraging and expanding the purchase and use of clean vehicles in the United States. 

[ Response to Notice 2022-47: Comments on Energy Security Tax Credits for 
Manufacturing Under Sections 48C and 45X  ] 

1. Eligibility criteria for qualifying advanced energy project tax credits provided 
for in Section 48C of the IRC. 

Notice 2022-47 asks: “How should a qualifying advanced energy project substantiate its 
eligibility based on any of the available criteria, but particularly the criteria provided by 
§ 13501 of the IRA?” 

The ROK requests that Treasury and the IRS broadly interpret the eligibility criteria required 
for a vehicle to qualify for the advanced energy project tax credits. Section 48C, as amended 
by the IRA, provides criteria for the verification of the feasibility, job creation, carbon 
reduction, technological potential, and commercial potential of qualifying advanced energy 
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projects. The ROK urges Treasury and the IRS not to adopt new criteria that are stricter than 
those currently in place, and to design the new criteria to maximize the ability of companies 
to invest in clean manufacturing facilities that qualify for the credit. Interpreting the 
qualification requirements strictly would reduce the incentive for companies to invest in clean 
manufacturing facilities.  

The ROK also requests that Treasury and the IRS issue the guidance as soon as possible. It is 
essential that the guidance is clear, so that companies can minimize uncertainty with regard to 
their investment decisions and ensure their investments meet the required qualifications. 

Notice 2022-47 notes “Section 48C(c)(1)(A)(i), as amended by the IRA, includes additional 
types of equipment and property that may be produced or recycled at a project that re-
equips, expands, or establishes an industrial or manufacturing facility,” and then asks 
“[p]lease provide comments on any other topics that may require guidance.” 

The ROK requests that Treasury and the IRS determine that qualifying advanced energy 
project tax credits are available for facilities with renewable energy power equipment. In 
addition, the ROK requests that Treasury and the IRS broaden the scope of “technologies, 
components, or materials” to include R&D expenses and royalties. This clarification would 
provide companies making investments with additional certainty regarding the scope of this 
tax credits. 

2. Eligibility criteria for the advanced manufacturing production tax credit 
provided for in Section 45X of the IRC. 

Notice 2022-47 asks: “Section 45X(a)(3)(B)(i) allows a taxpayer to make an election to 
treat a sale of components by such taxpayer to a related person as made to an unrelated 
person.  Is guidance needed to clarify the meaning of the terms “unrelated person” and 
“related person”?  If so, how should these terms be clarified?” 

The ROK requests that Treasury and the IRS determine that automakers and joint ventures 
between automakers and battery makers are not “related persons.” Most automakers in the 
United States have established joint ventures with battery companies to secure a stable supply 
of clean vehicle batteries. If the joint venture company and the automaker are considered 
“related” pursuant to Section 45X, most batteries produced in these joint ventures would not 
be eligible for the tax credits. The ROK understands that the reason this section only provides 
tax credits for sales to unrelated person is to prevent the tax credits from being manipulated 
through insider transactions. As batteries produced in a joint venture and installed in clean 
vehicles are ultimately sold to unrelated downstream consumers, the abovementioned 
concern does not apply to these joint ventures.  

[ Response to Notice 2022-51: Comments on Prevailing Wage, Apprenticeship, Domestic 
Content, and Energy Communities Requirements Under the Act Commonly Known as 
the Inflation Reduction Act of 2022 ] 



5 

 

Notice 2022-51 refers to the bonus tax credits provided for in Sections 45Y and 48E and 
asks: “Please provide comments on any other topics relating to the domestic content 
requirements that may require guidance.” 

The ROK requests that Treasury and the IRS interpret provisions that confer additional tax 
credits based on domestic content requirements in the least restrictive manner possible to 
minimize negative impacts on foreign investment and resolve inconsistencies with U.S. 
international obligations. The clean electricity production credit (provided for in Section 45Y) 
and the clean electricity investment credit (provided for in Section 48E) provide additional 
bonus tax credits when iron, steel, and manufactured goods produced in the United States are 
used in an applicable clean energy project. This additional credit likely constitutes a 
discriminatory measure against iron, steel, and manufactured goods produced in other 
countries, which might be inconsistent with the United States’ obligations under the KORUS-
FTA and WTO agreements. Therefore, these provisions should be implemented in such a way 
as to limit any discrimination on imported iron, steel, and manufactured products produced in 
other countries. In addition, the wording of exceptions to the domestic content requirements 
should be clearly explained in order to minimize uncertainties. 


