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REVISED RULES ON CREDIT INFORMATION BUSINESS TO
ENHANCE CONVENIENCE AND EFFICIENCY IN DATA USE

The FSC approved a revision proposal for the supervisory regulation of credit
information business at its regular meeting held on July 6. The key revisions and
improvements are aimed at facilitating data convergence and utilization between
different industries as stated below.

a) Allow data utilizing institutions (“non-data holders”) to make request for data
convergence to enable businesses and institutions that are “non-data holders” to
easily converge and utilize data held by other businesses and institutions that are
“data holders.”

b) Introduce a data convergence procedure on sample data that can be more efficient
and safe for use as it extracts and uses a portion of data from a large data set.

c) Make data specializing institutions’ requirements for self-convergence of data more
reasonable to facilitate data convergence and utilization by data specializing
institutions.

d) Introduce a qualification verification system whereby the Financial Supervisory
Service (FSS) will verify the qualification of data specializing institutions every
three years to ensure the maintenance of expertise and security quality by these
institutions.

To make additional designation of data specializing institutions, on Monday, July 11,
authorities will take applications for preliminary designation from the institutions that
have earlier submitted preliminary applications in February.

OVERVIEW

In order to make finance play a leading role in a data economy through promotion of
data convergence and utilization between the financial and other various industries,
the FSC introduced a revision proposal for the supervisory regulation of credit
information business in January 2022,> and on July 6, the FSC approved this
revision proposal which will go into effect from the date of announcement on July 7.

In addition, to make additional designation of data specializing institutions,? the FSC
will accept applications for preliminary designation of data specializing institutions on
Monday, July 11. As previously announced in February this year, the registration of
applications for preliminary designation of data specializing institutions this time will
take place for those that have already submitted preliminary applications.

! Please click here to see the press release dated January 6, 2022.
% Data specializing institutions perform data convergence (pseudonymized data) between financial institutions or
between financial and non-financial institutions.


https://www.fsc.go.kr/eng/pr010101/77194?srchCtgry=&curPage=3&srchKey=&srchText=&srchBeginDt=&srchEndDt=

KEY REVISION DETAILS

IMPROVING RULES FOR DATA CONVERGENCE AND DATA SPECIALIZING INSTITUTIONS

a) Allow data utilizing institutions (“non-data holders”) to make request for data

convergence (Article 15-2 of the Regulation)

(As oF Now) Currently, making a request for data convergence and other related
tasks can be done only by “data holders,” so that there are difficulties for “non-data
holders” to converge or utilize data held by other “data holders.”

(ToBE IMPROVED) Data utilizing institutions that are “non-data holders” will be
permitted to make a request for data convergence.* As such, in the process of
data convergence, the “data holder” will only be responsible for the
pseudonymization and transfer of data to a data specializing institution and all
other prc&);cesses can be carried out by the data utilizing institution (“non-data
holder”).

b) Introduce a data convergence procedure on sample data® (Article 15-2 of the

Regulation)

(As oF Now) Unlike the ordinary data convergence process for pseudonymized
data, data convergence on sample data requires consent from each data subject,’
which has precluded financial companies from carrying out data convergence on
sample data through data specializing institutions. As a result, even when a
business wishes to make use of a portion of the converged data by sampling, it is
currently required to provide the whole data set to a data specializing institution for
data convergence,® which raises that problem of inefficiency in the work process
and concern about personal data protection.

(ToBE IMPROVED) A data convergence procedure for sample data will be
introduced. When a data convergence on a sample data is needed, sending only
sample data to a data specializing institution will be allowed without consent from
data subjects,? which makes the process of data convergence more efficient.
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Currently, if a credit bureau (“non-data holder”) wants to make use of converged data using a fintech firm’s
(“data holder”) customer money transfer data and a bank’s (“data holder”) loan and deposit data for the purpose
of building a credit evaluation model, making a request for data convergence should be done by the fintech firm
and the bank, which places work burdens on the latter two and may stand in the way of a seamless data
convergence process.

* After the data holder and non-data holder have consultation and agreement on the provision of data.
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Under the Personal Information Protection Act, “non-data holders” are already permitted to make a request for
and participate in data convergence process.

Extracting, converging and analyzing a portion of data (e.g. 5%) from a large set of data, instead of analyzing
the whole data set, for the purpose of safety and efficiency in data analysis.

In order for each entity participating in data convergence to extract the same sample, one entity’s sample data
key needs to be provided to other entities, but in this case, the converged data key is interpreted as personal
information, so that the provision of this data to others is not possible without consent from data subjects. The
entities participating in data convergence hold additional information that can be used to re-identify the
converged data key as personal information.

If Bank “A” and Bank “B” wish to make use of a sample (5%) from their overlapping customer data, both
banks’ entire customer data need to be used for data convergence before taking a sample from the converged
data.

Pursuant to the Credit Information Use and Protection Act, a data specializing institution can be provided with
pseudonymized data without consent from data subjects for the purpose of data convergence of pseudonymized
data, thus convergence of sample data is possible by having the client institution provide the entire data
convergence key to the data specializing institution and then having the latter send the sample convergence key



c) Ease rules on data specializing institutions’ self-convergence of data (Article 15-2 of
the Regulation)

(As oF Now) When a data specializing institution wishes to carry out self-
convergence of data—converging its own data with data from a third party—it is
allowed in principle only if the purpose of self-convergence of data is to provide the
converged data to an external entity as there are concerns about conflict of
interests'® such as data abuse or misuse. In this regard, it has been suggested
that this difficulty in performing self-convergence of data by a data specializing
institution for its own use has been acting as an impediment to the promotion of
data convergence.*

(ToBE IMPROVED) Data specializing institutions will be allowed to perform self-
convergence of data for the purpose of its own use if the converged data is
certified to be appropriate for its data pseudonymization in an objective manner
through an appropriateness test conducted by another data specializing institution.

d) Perform qualification test on data specializing institutions periodically (3 years)
(Article 28-3 of the Regulation)

(As oF Now) In order to ensure seamless operation of data specializing
institutions, it is necessary to periodically test the qualification of data specializing
institutions after their designation but currently there is no such procedure in
place.*

(ToBE IMPROVED) After their designation as data specializing institutions, the FSS
will perform a qualification test'® every three years and report to the FSC.*

Il. OTHER REVISED MEASURES

a) Expand the scope of data sharing on deceased persons (Attached Table 6 of the
Regulation)

(As oF Now) Currently, the Korea Credit Information Services (KCIS) shares
information about loan customers who have been deceased with financial
companies after confirming their deaths with the Ministry of Interior and Safety in
order to prevent financial transactions under the names of deceased persons.
However, as financial companies currently provide the KCIS with information on
loan customers only, they are unable to check with the KCIS the death of
customers who have used deposit services only. As such, there have been

to the former.

% pata specializing institutions conduct an appropriateness test on the converged data prior to sending it to the
client institution. In this regard, a conflict of interests arises from the fact that when a data specializing institution
is also a client institution, it will be conducting an appropriateness test on its own converged data.

™ Role of data specializing institutions: (a) data convergence between financial institution and third party, (b)
appropriateness test on pseudonymized data, (c) appropriateness test on anonymized data, etc.

2 pyrsuant to the Credit Information Use and Protection Act, it is possible to revoke designation of data
specializing institution when the designated entity is deemed to be fallen short of the qualification requirements
or no longer capable of performing duties due to intentional and/or gross negligence, but currently there is no
such procedure for checking periodically.

13 Check whether the designated entity shows any reason for revocation of designation (failing to meet
qualification requirements, incapable of performing duties, etc.) — If found to be in such condition, revocation of
designation is possible through a decision by the FSC.

* The Personal Information Protection Act already stipulates the designation of special institutions for three years.



concerns about the possibility of deceased persons’ bank accounts being used as
fake accounts for fraudulent activities and calls for sharing and making use of
information about deposit-only customers as well.

(ToBE IMPROVED) Financial companies will be allowed to share information about
their deposit-only customers with the KCIS for the purpose of receiving information
on the death of their deposit-only customers.

b) Make the duty of issuing advance notification more reasonable when sharing
disadvantageous information (Article 40-4 of the Regulation)

(As oF Now) When financial companies provide their customer information on
overdue payments, etc. to the KCIC or credit bureaus, financial companies are
required to issue advance notification to data subjects seven days prior to
providing such information. However, due to the limit in advance notification
delivery options (can choose one of the following options—via writing, telephone,
email or text message), the function of issuing advance notification has remained
rather difficult.

(ToBE IMPROVED) Financial companies will have an additional option of issuing
advance notification through smartphone applications.

APPLICATION FOR PRELIMINARY DESIGNATION OF DATA SPECIALIZING INSTITUTIONS

The FSC will accept applications for the preliminary designation of data specializing
institutions on Monday, July 11. As previously announced in February this year, the
registration of preliminary designation applications for data specializing institutions
this time will take place for those that have already submitted preliminary applications.
Among the entities that have submitted their preliminary applications in February,
those that wish to proceed for preliminary designation should submit preliminary
designation applications by 10:00 am (Korea Standard Time) on July 11.*°

FURTHER PLAN

The revision proposal for the supervisory regulation of credit information business
approved at today’s FSC meeting is expected to go into effect on the day of
announcement on July 7, 2022.

Preliminary designation of data specializing institutions will be decided at an FSC
meeting in the second half of 2022 after a review of applications (submitted on July
11) for preliminary designation by an external review committee’® of the Financial
Supervisory Service.

# # #

For press inquiry, please contact Foreign Media Relations at fsc_media@korea.kr.

5 Where to submit application: Public Service Center, 1F, Government Complex Seoul
For inquiry about application submission: Financial Data Policy Division, FSC (+82.2.2100.2621)

% An outside expert committee providing an advisory role to FSS Governor and operated when external inputs of
professional expertise or experience are needed.



