[Disclaimer : This is an unofficial translation and provided for reference only]

Financial Transaction Reports Act

Article 1.
(Declaration of Purpose)

It is the purpose of this Act to prevent criminal activities and furthermore, to contribute to the establishment of a sound and transparent financial system, by stipulating provisions necessary to regulate money laundering activities through the financial transactions including foreign transactions, with respect to the reporting and using specific financial transaction information.

Article 2.
(Definitions)

For the purpose of this Act, the definitions of the terms shall be as follows:

1.  “Financial institutions”:

a. The Korea Development Bank, the Export-Import Bank of Korea, the Industrial Bank of Korea, and the financial institutions under the Banking Act;

b. The Long-Term Credit Bank under the Long-Term Financial Business Act;

c. Merchant banks under the Merchant Banks Act;

d. Mutual savings and finance companies and their federations under the Mutual Savings and Finance Company Act;

e. Agricultural cooperatives and the National Agricultural Cooperatives Federation under the Agricultural Cooperatives Act;

f. Fisheries cooperatives and the National Federation of Fisheries Cooperatives under the Fisheries Cooperatives Act;

g. Credit cooperatives and the Central Credit Cooperative Association under the Credit Cooperatives Act;

h. Community credit cooperatives and the Korean Federation of Community Credit Cooperatives under the Saemaul Savings Depository Act;

i. Trust companies under the Trust Business Act and management companies under the Securities Investment Trust Business Act;

j. Securities companies, securities finance companies, brokerage companies, institutions performing stock transfers on behalf of others under the Securities and Exchange Act, and asset management companies under the Securities Investment Companies Act;

k. Insurers under the Insurance Business Act;

l. Postal government offices under the Postal Savings and Insurance Act;

m. Futures companies under the Futures Trading Act; and

n. Others who conduct financial transactions referred to in subparagraph 2 of this Article as determined by the Presidential Decree.

2. “Financial transactions” are according to Article 2 subparagraph 3 of the Act on Real Name Financial Transactions and Secrecy Safeguards (hereinafter referred to as “Real Name Financial Transactions Act”), futures trading under Article 3 subparagraph 1 of the Futures Trading Act, and other financial transactions as determined by the Presidential Decree. 

3. “Illegal assets:

a. Criminal proceeds referred to in Article 2 subparagraph 4 of the Proceeds of Crime Act (hereinafter referred to as “POCA”; and

b. Illegal proceeds referred to in Article 2 (5) of the Act on Special Cases Concerning the Prevention of the Illegal Trafficking of Narcotics, Psychotropic Substances, and Hemp (hereinafter referred to as “Special Act on Drugs”).

4. “Money laundering activities”:

a. Criminal activities under Article 3 of the POCA;

b. Criminal activities under Article 7 of the Act on Special Act on Drugs; and

c. Disguising the fact of acquisition and disposition of assets or their origin, or concealing such assets for the purpose of committing crimes referred to in Article 9 of the Punishment of Tax Evaders Act, Articles 269 and 270 of the Customs Duties Act, or Articles 6 and 8 of the Act on the Aggravated Punishment, etc. of Specific Crimes, by using foreign transactions (hereinafter referred to as “foreign exchange transactions)” as determined by the Presidential Decree.

Article 3.
(Korea Financial Intelligence Unit)

(1) The Korea Financial Intelligence Unit (hereinafter referred to as “KoFIU”) shall be housed in the Ministry of Finance and Economy in order to effectively perform the following activities:

1. Compiling, analyzing, and providing information that has been reported or notified in accordance with Articles 4 and 6;

2. Conducting the supervision and inspection of financial institutions’ operation in accordance with Articles 4 and 5;

3. Providing cooperation and exchanging information with foreign FIUs in accordance with Article 8 (1); and

4. Other activities related to the above subparagraph 1 through 3 as determined by the Presidential Decree.

(2) The KoFIU shall independently perform the duties within its own authority.  KoFIU’s officials should not be engaged in any other activities than specified in this Act.  

(3) The number of regular staff, organization and operation of the KoFIU and other matters necessary shall be determined by the Presidential Decree in consideration of the independence and political neutrality.  

(4) The commissioner of the KoFIU (herein after referred to as the “Commissioner”) shall report annually to the National Assembly all of the followings with respect to the operation of the KoFIU under (1).

1. Number of reports filed by the financial institutions in accordance with Article 4;

2. Number of cases where specific financial transaction information is provided to the law enforcement agencies in accordance with Article 7;

3. Number of information exchanges with foreign FIUs in accordance with Article 8; and

4. Other statistical data related to the operation of the KoFIU.

Article 4 .
(Report by the Financial Institutions)

(1) The financial institutions shall report without delay to the Commissioner the cases falling under one of the followings, as determined by the Presidential Decree: 

1. In cases where there are any reasonable grounds to suspect that the assets received with respect to the financial transactions are illegal, or a customer conducting the financial transactions is involved in money laundering activities, provided that the amount of each financial transaction exceeds the ceiling determined by the Presidential Decree;

2. In cases where there are any reasonable grounds to suspect that a customer is structuring financial transactions for the purpose of evading the above subparagraph 1, provided that the total amount of structured transactions exceeds the ceiling determined by the Presidential Decree referred to in the above subparagraph 1; or

3. In cases where the financial institutions have filed reports to the competent law enforcement agencies in accordance with Article 5 (1) of the POCA.

(2) Even if the assets received with respect to the financial transactions are below the ceiling determined by the Presidential Decree referred to in the above (1) subparagraph 1 or 2 (the total amount in case of (1) subparagraph 2), the financial institutions may report to the Commissioner if there are any reasonable grounds to suspect that such assets are illegal or the customer conducting the financial transactions is involved in money laundering activities. 

(3) In cases where the financial institutions are filing reports in accordance with the above (1) or (2), they shall provide reasonable grounds for their suspicions.

(4) In cases where the financial institutions are filing reports in accordance with (1) and (2), they are required to keep the following documents for each report for five years starting from the date of reporting as determined by the Presidential Decree:

1. Records identifying the real name of the customer.

2. Records of financial transaction filed in accordance with the above (1) or (2).

3. Records filed by the financial institutions, which state the reasonable grounds for their suspicions.

(5) In analyzing reports filed by the financial institutions in accordance with (1) or (2), the Commissioner may access or photocopy, when necessary, the relevant records kept by the financial institutions in accordance with (4), to examine whether the reports filed by the financial institutions meet the respective requirement of each paragraph.  

(6) In cases where employees working for the financial institutions are to file reports/have filed reports in accordance with (1) or (2), they shall not divulge such facts to the customer who has conducted such financial transactions or relevant persons.   

(7) Financial institutions filing reports in accordance with (1) or (2) shall not take any responsibilities in the compensation for the damages to the customer whose financial transactions are related to each report, exceptions being the case where a false report have been filed on purpose or due to significant negligence on the part of the financial institutions.

Article 5  (Designation of the Reporting Officers by the Financial Institutions)

In order to facilitate the reporting referred to in Article 4 (1) & (2) and to effectively prevent money laundering activities through the financial institutions, the financial institutions (with exceptions to those determined by the Presidential Decree) shall implement the following measures:

1. Designation of persons responsible for the reporting referred to in Article 4 (1) and (2) and the establishment of an internal reporting system;

2. Preparation and implementation of guidelines to prevent money laundering activities; and

3. Educating and training the management and the employees to prevent money laundering activities.

Article 6  (Notification of Records of Foreign Exchange Transactions)

(1) Persons designated by the Governor of the Bank of Korea, the heads of the Customs, and the others determined by the Presidential Decree shall notify to the Commissioner the records related to the permission or the reports filed pursuant to Article 17 of the Foreign Exchange Control Act and other records related to the notification pursuant to Article 21.

(2) Necessary measures for the scope of the records of the notification and the procedures of notification, pursuant to (1), shall be determined by the Presidential Decree.      

.

Article 7  (Providing information for the Law Enforcement Agencies)

(1) In cases where the Commissioner acknowledges each of the following information necessary for criminal, tax, and customs investigations, or the supervision of the financial transactions with respect to illegal assets or money laundering activities (hereinafter referred to as “investigation of specific criminal offenses”), he or she shall provide it (hereinafter referred to as “specific financial transaction information”) for the Prosecutor General, the Commissioner of the National Tax Service, the Commissioner of the Korea Customs Service or the Financial Supervisory Commission:
1. Information reported by the financial institutions in accordance with Article 4 (1) and (2);
2. Information provided by foreign FIUs in accordance with Article 8 (1); and

3. Product of compilation or analysis of above subparagraph 1 and 2 or information notified in accordance with Article 6.
(2) In cases where the Commissioner acknowledges specific financial transaction information necessary for criminal investigations related to illegal assets or money laundering activities, he/she shall provide it for the Chief of the Korean National Police Agency, as determined by the Presidential Decree.

(3) In cases where the Commissioner acknowledges that specific financial transaction information is related to the investigations stipulated in subparagraph 15, appendix of the POCA, he or she shall provide it only to the National Election Commission, notwithstanding (1) and (2).

(4) In cases where the Prosecutor General, the Chief of the Korean National Police Agency, the Commissioner of the National Tax Service, the Commissioner of Korea Customs Service and/or the Financial Supervisory Commission (hereinafter referred to as “the Prosecutor General and others”) acknowledge it necessary for specific criminal investigations, they may request the information referred to in (1) subparagraph 3 to the Commissioner as determined by the Presidential Decree.

(5) In cases of making requests for specific financial transaction information in accordance with (4), the Prosecutor General and Others shall make such requests via documents stating all of the following information:

1. Personal information of the subject;

2. Purpose of its use; and

3. Contents of the information requested.

(6) In cases where requests for specific financial transaction information are not in accordance with (5), the staff of the KoFIU shall refuse such requests.

(7) The Commissioner shall, when providing specific financial transaction information in accordance with (1) through (4), keep information on the name of the officials involved in the process of examination and/or analysis & providing of information and contents of and reasons for providing for five years from the date of providing as determined by the Presidential Decree.

Article 8  (Exchanging Information with foreign FIUs)

(1) The Commissioner may provide specific financial transaction information to foreign authorities that perform operations referred to in Article 3 (1) (hereinafter referred to as “foreign FIUs”) or receive related information from them, in accordance with principle of reciprocity, if he/she acknowledges that such is necessary for the achievement of the purpose of this Act. 

(2) The Commissioner may provide specific financial transaction information to foreign FIUs in accordance with (1) provided that:

1. Specific financial information provided to foreign FIUs shall not be used for improper purposes;

2. Providing of specific financial transaction information shall be kept confidential; and

3. Specific financial transaction information provided to foreign FIUs shall not be used for an investigation of or a trial for foreign criminal offenses without prior consent of the Commissioner.

(3) Only with prior consent of the Minister of Justice, the Commissioner may consent to foreign FIUs in cases where foreign FIUs request for the use of specific financial transaction information provided to them pursuant to (1) for criminal investigations or trials for criminal offenses related to the request.

Article 9  (Secrecy Safeguards of Financial Transaction Information)

(1) The staff of the KoFIU or persons involved in specific criminal investigations and investigations of the cases of the violation of the Political Fund Act related to specific financial transaction information provided pursuant to Article 7 shall not provide to others or divulge, or use for improper purposes specific financial transaction information obtained on duty and the information or records provided pursuant to Article 10; and no one shall request the staff of the KoFIU or persons involved in specific criminal  investigations and investigations of the cases of the violation of the Political Fund Act to provide specific financial transaction information and the information or records provided pursuant to Article 10 or to use for improper purposes.

(2) Specific financial transaction information provided pursuant to Article 7 shall not be used as evidence in trials.

(3) Employees of the financial institutions involved in filing of the reports referred to in Article 4 (1) or (2) may refuse to testify in trials related to above reports, except in trials related to Articles 13 and 14.  This, however, shall not apply to a case where it is necessary for the public interest at large.  

Article 10 (Request for Administrative Records)

(1) 
The Commissioner may make a written request for administrative records (except financial transaction information) to the heads of the administrative agencies in cases where they are necessary for the analysis of specific financial transaction information (with an exception to information under Article 7 (1) subparagraph 3). 

(2) The Commissioner may request, in a written document stating the purpose of the use, the Chairman of the Korea Federation of Banks to provide KoFIU the credit information (except financial transaction information) under Article 17 of the Use and Protection of Credit Information Act as determined by the Presidential Decree, in cases where it is necessary for the analysis of specific financial transaction information. 

(3) In analyzing specific financial transaction information, the Commissioner may request the heads of the financial institutions, in a written document stating each of the followings, the information or records of financial transactions including foreign transactions for cases where reports filed or provided satisfies the requirements set forth under Article 4 (1) and (2):   

1. Personal information of the customer;

2. Purpose of the use; and

3. Contents of requested information or records related to financial transactions.

(4) The request or demand for information or records referred to in (1) through (3) shall be limited to the minimum amount necessary.

Article 11 (Supervision and/or Inspection of the Financial Institutions)

(1)

In accordance with Articles 4 and 5, the Commissioner may supervise operations carried out by the financial institutions, give orders or directives when considered necessary for the supervision, and direct its staff to inspect the operations of the financial institutions.

(2)
In cases where, as the result of inspections conducted in accordance with (1), any violation of this Act or orders or directives is detected, the Commissioner may order corrections or take necessary measures such as imposing disciplinary actions to the management and employees of the financial institutions involved in violation. 

(3) The Commissioner may entrust the Governor of the Bank of Korea as determined by the Presidential Decree, or the Governor of the Financial Supervisory Service as determined by the Act for the Establishment of Financial Supervisory Organizations, or others as determined by the Presidential Decree, with the task of conducting inspections referred to in (1) and to take measures referred to in (2), those of which are to be carried out by their staff.

(4) Persons conducting inspections in accordance with (1) or (3) shall carry certificates indicating such authority and shall present them to the relevant persons.

Article 12 (Relations with Other Acts)

Provisions in Article 4 and/or Article 6 through 8 and Article 10 shall take priority in their application despite of Article 4 of the Real Name Financial Transactions Act and Article 22 of the Foreign Exchange Control Act.

Article 13 (Penal Provisions)

Persons who fall under each of the followings shall be subject to imprisonment of 5 years or less or a fine of 30 million won or less: 

1. Persons who, by abusing their official authority, access and/or photocopy the related records kept by the financial institutions or request the heads of the financial institutions the information or records related to financial transactions, notwithstanding the fact that requirements under Article 4 (5) or Article 10 (3) are not met. 

2. Persons who, in violation of Article 9 (1), provide to others or divulge specific financial transaction information obtained on duty and information or records provided in accordance with Article 10, or use them for improper purposes, and/or persons who request specific financial transaction information and information or records provided in accordance with Article 10 or request to use them for improper purposes.

Article 14  (Penal Provisions)

Persons falling under each of the followings shall be subject to imprisonment of 5 years or less or a fine of 5 million won or less:

1. Persons who make false reports related to Article 4 (1) and (2); and

2. Persons who violate the provisions under Article 4 (6).

Article 15  (Double Imposition of Imprisonment and Fine)

Persons who violate the provisions under Articles 13 and 14 may be punished by both imprisonment and a fine.

Article 16  (Penal Provision for Legal Entities)
When the representatives of legal entities, agents or the management or other employees of legal entities or principals are in violation of Article 14 in their business, fines shall also be imposed on those legal entities or principals, in addition to the punishment of the actual offenders.    

Article 17 (Civil Fine)

(1) 
Persons subject to each of the followings shall be subject to a fine of 5 million won or less:       

1. Persons who fail to make reports in violation of Article 4 (1) subparagraph 1 or 2; 

2. Persons who refuse to comply with orders, directives, and inspections referred to in Article 11 (1) through (3), or who rejects, obstructs or evades them;

3. Persons who, in violation of Article 7 (1) through (3), on purpose or due to significant negligence provide specific financial transaction information to the institutions other than the competent law enforcement agencies, despite there was clear evidence of such.

(2) Civil fines under (1) subparagraph 1 and 2 shall be imposed and collected by the Commissioner as determined by the Presidential Decree.

(3) Persons who refuse to comply with fines imposed in accordance with (2) may lodge appeas to the Commissioner within 30 days of the notification of such penalty.

(4) When persons who have been imposed with fines in accordance with (2) lodge appeals in accordance with (3), the Commissioner shall, without delay, notify the competent court of such fact, and upon receiving of such notice, the competent court shall conduct trials over civil fines pursuant to the Non-Contentious Case Litigation Procedure Act.

(5) If no appeals have been lodged within the prescribed period of time referred to in (3) and no dues paid, civil fines shall be collected in accordance with examples of the disposition of national taxes in arrears.  

Appendix

(1) (Date of Enforcement) 

This Act shall be in effect after two months from the date of its promulgation.

(2) (Example of the application of the Scope of Information Requested by the Commissioner)

The scope of information or records that the Commissioner may request from the heads of the financial institutions in accordance with Article 10 (3) subparagraph 3 shall be limited to information or records of financial transactions that are conducted after the enforcement of this Act.

(3) (Revision to Other Acts)

The Political Fund Act shall be revised as follows:

Article 24-4.
Shall be included as follows

Article 24-4.
(Investigation of Specific Financial Transaction Information)

(1) The competent election commissions shall investigate specific financial transaction information provided to the National Election Commission pursuant to Article 7 (3) of the Financial Transaction Reports Act.

(2) When carrying out an investigation pursuant to (1), the competent election commissions may request relevant political parties, their supporting associations, and other relevant persons to provide vindicating documents. 

(3) Necessary measures regarding the investigation, vindication, and the procedures pursuant to (1) and (2) shall be applied in accordance with procedures for the application of objection under Article 24 –2. 
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