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Based on Articles 34-37 of the Adjustment of International Taxes Act and Articles 49-51 of the Enforcement

Decree of the Adjustment of International Taxes Act, residents or domestic corporations in Korea holding an

overseas financial account opened at an overseas financial company shall file information on the account if the

aggregate balance exceeds KRW 500 million for any last day of a month of the relevant year. These are the

laws and regulations enforcing the reporting scheme of foreign bank and financial accounts (the “FBAR”) in

Korea. When an applicable person timely prepares and files an FBAR, the person would not be required to pay

any taxes or penalties in relation to his or her deposit in the foreign account. However, when the applicable

person misses the FBAR (either intentionally or unintentionally) or under-reports the amount on the FBAR, the

person may be subject to administrative fines, which could be accumulated at a significant level. Thus, it would

be important to understand the relevant regulations. The following table is the summary overview of the

Korean FBAR regulations (based on the National Tax Service’s publication) compared with the US. FBAR

regulations (provided in the Internal Revenue Service’s website), which have been adopted earlier.

Subject

Korean FBAR Regulation

The U.S. FBAR Regulation

Who Must File

Residents or domestic corporations holding
an overseas financial account opened at an
overseas financial company shall file
information on the account if the aggregate
balance exceeds KRW 500 million for any last
day of a month of the relevant year.

Persons subject to the reporting
requirements are residents and domestic
corporations; principally, a resident is any
individual who has his/her domicile in Korea
or a place of residence for 183 days or more
in Korea, and if the nominal owner and the
actual owner of an account are different,
both are subject to report (if the account has
joint owners, all of the owners are subject to
report).

A United States person, including a citizen,
resident, corporation, partnership, limited
liability company, trust and estate, must file
an FBAR to report: a financial interest in or
signature or other authority over at least one
financial account located outside the United
States if the aggregate value of those foreign
financial accounts exceeded $10,000 at any
time during the calendar year reported.
Generally, an account at a financial institution
located outside the United States is a foreign
financial account. Whether the account
produced taxable income has no effect on
whether the account is a “foreign financial
account” for FBAR purposes.
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The FBAR is an annual report, due July 1
following the calendar year reported.

The FBAR is an annual report, due April 15
following the calendar year reported.
An applicable person is allowed an

When to File automatic extension to October 15 if the
person fails to meet the FBAR annual due
date of April 15.
Taxpayers who are obligated to report An applicable person must file the FBAR
should file the “Report of Foreign Financial electronically through the Financial Crimes
Accounts” to the competent tax office. Enforcement Network’s BSA E-Filing System.
E-filing is also available in Hometax If an applicable person wants to paper-file
(http://www.hometax.go.kr/). the FBAR| the person must call FINCEN’s
. Regulatory Helpline to request an exemption
hiow:to File from e—filri)r:g. hE) FinCEN a?aproves the P
request, FINCEN will send the paper FBAR
form to complete and mail to the IRS at the
address in the form’s instructions.
Information on the identity of the account An applicable person must keep records for
holder, such as name and address, etc., each account the person must report on an
information on the account held, such as FBAR that establish: the name on the
account number, name of the financial account, account number, name and
Keeping company and the highest amount of the address of the foreign bank, type of account,
Records remaining balance of the account on the last and maximum value during the year.
day of each month, and information on a An applicable person must keep these
person related to the overseas financial records for five years from the due date of
account constitute contents of reporting. the FBAR.
Non-reporting or under-reporting will result An applicable person may be subject to civil
in a penalty of up to 20% of the undisclosed monetary penalties and/or criminal penalties
amount. for FBAR reporting and/or recordkeeping
If a person fails to submit an explanation or violations, Assertion of penalties depends on
submits a false explanation, he/she shall be facts and circumstances. Civil penalty
punished by an administrative fine equivalent maximums must be adjusted annually for
to 20% of the amount that has not been inflation. Current maximums are: (i) $12,921
explained or falsely explained. for non—willful violation of foreign financial
Penalties Where the under-reported amount exceeds agency transaction, (i) Greater of $129,210, or

KRW 5 billion, the personal information of the
taxpayer shall be disclosed, and he/she shall
be punished by imprisonment of up to 2
years or a fine of 13%-20% of the under-
reported amount.

50% of the amount for willful violation of
foreign financial agency transaction, (iii)
$1,118 for negligent violation by financial
institution or non—financial trade or business,
and (iv) $86,976 for pattern of negligent
activity by financial institution or non—
financial trade or business.
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Filing

A person who has reported information on
his/her overseas financial account by the
reporting deadline but has under-
reported the amount thereof, may file a
revised report on the information on
his/her overseas financial account before
the tax authority imposes an
administrative fine.

Filing an FBAR late or not at all is a
violation and may be subject to penalties.
If an applicable person has not been
contacted by IRS about the late FBAR and
is not under civil or criminal investigation
by IRS, the person may file late FBARS, but
should do so as soon as possible to keep
potential penalties to a minimum.

Delinquent « A person who has failed to report

FBARS information on his/her overseas financial
account by the reporting deadline, may
report information on his/her overseas
financial account before the tax authority
imposes an administrative fine. In such
case, according to the filing date, up to
90% of the fine may be reduced.

The Korean government recently increased the reduction rate on the administrative fine for filing delinquent
FBARs (revised and after-deadline reporting) through the revision of Article 51(6) of the Enforcement Decree
of the Adjustment of International Taxes Act with the objective to encourage voluntary reporting of foreign
financial accounts owned by Korean residents. Based on the revision, range of reduction rates for each time
frame (within 6 months, between 6 months - 1 year, between 1 year - 2 years, and between 2 years - 4 years
for revised reporting; and within 1 month, between 1 month - 6 months, between 6 months - 1 year, and
between 1 year - 2 years for after-deadline reporting) would be between 30% and 90% from the previous
range of 10 to 70%. The revision would reduce the penalty burden of those who have failed to report due to
negligence without any intention of tax evasion, and the revision would also increase inducement of taxpayers’
self-reporting foreign financial accounts to report unpaid taxes. In addition, the revision would provide
chances for taxpayers’ voluntary reporting for revision or late submission, which would eventually improve the
effectiveness of the reporting system by means including securing data related to offshore tax evasion.
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