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1. Background 

 IFF through trade misinvoicing: financial or tax-related issues? 

 IFF through trade misinvoicing often goes hand in hand with TBML 

 Customs deal with cross-border trade transactions 

 How does cooperation between Customs responds to collusion  

between importers and exporters? 

 IFF through trade misinvoicing:  

                                             flow of money - the other side of flow of goo

ds 

 Analysis of FX transactions is key to fight against IFF through trade  

misinvoicing  

 Customs may have limited access to FX transactions 



2. Performance of Korea Customs’s Financial  

    Investigation 

 Units specialized in financial investigations : 
         1 division in the headquarters + 7 sections in local customs h
ouses 

 Approximately 90 investigators out of 4,800 customs officers 

 Primary target of financial investigations:  
                             Simple violations of FX transaction Act → Serious 
IFF 

 

<  IFF detected by the KCS  >  
(million USD) 

2001-2008 2009-2016 

No. cases Amount of 

proceeds 
No. 

cases 
Amount of 

proceeds 

Violation of FX transaction 

Act 
14,089 2,530 12,554 3,434 

Capital Flight 87 55 150 140 

Money laundering 50 13 373 84 

Total 14,226 2,598 13,077 3,658 



 3. Basic Mechanism of Korea Customs’s Financia

l      

    Investigation 

 The BOK collects all FX transaction reports from all financial instituti

ons: 

FX transactions monitoring system 

 The KCS has access to FX transactions related to cross-border trade 

 The KCS has the power and authority to probe trade-related FX  

transactions: ex post facto examination and criminal investigation 

 The KCS cross-references customs declarations and FX transactions 

Player Cross-reference Possible offense 

Importer Value declared < Value paid Customs duty evasion, 

Capital flight 

Invoiced price > Actual price Bogus trade, Tax evasion 

Exporter Invoiced price < Actual price 

(payment received) 
Tax evasion, Capital flight 



4. Cooperation between Customs and FIU in Korea  

 Out of 6 information analysis divisions of the KoFIU, one division is 

specialized in analysis of STRs  and CTRs related to cross-border trade  

 A routine stream of information exchange between the KCS and the KoFIU 

 The KCS asks the KoFIU for provision of relevant STRs, while conducting 

financial investigations 

 The KoFIU provides the KCS with analysis reports of STRs and CTRs   

irrespective of the KCS’s request 

 Customs are supposed to deal with cross-border transactions only;  

STRs contain information on domestic transactions as well    



5. Case study: Documentary Credit Fraud 
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6. Conclusion 

 Analysis of FX transactions is another kind of mirror analysis 

 Analysis of customs declarations against FX transactions can unde

rmine  

collusion between importers and exporters 

 FX transactions data are domestic data which are easier to obtain th

an  

customs declarations from foreign Customs 

 Fighting IFF through trade misinvoicing will be a new assignment of  

Customs 
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