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MONEY MATTERS

COPING WITH COMPLIANCE

Remember the days when you could easily open and operate a bank account? Or when you might be offered a cup of tea and a chat with the manager? Or when you could easily start a savings plan with a big international life company and make withdrawals or cash it in with ease? Not anymore. The financial world has become too automated and is beset by a mountain of regulations and procedures where the client seems no longer viewed as a human being but as a commodity that has to be closely monitored and audited.
Things ain’t what they used to be

In recent weeks I have seen some bad examples of investors being hounded to produce precise and correctly certified documents just to make small withdrawals from their portfolios. In one case a life company demanded proof of a change of name even though the proof had been provided three years previously. They also demanded fresh proof of signature. 
In an even worse case a sick and elderly investor who had held his investment for twenty years had difficulty meeting all the compliance demands and the life company released funds to him weeks later only after I had sent them a photo of him seriously ill in his hospital bed. Both these cases related to investments in companies based in Guernsey, where it appears their only concern is to satisfy the regulator even if it results in the destruction of client relationships. In fairness, other jurisdictions do not appear to be harassing investors to the same degree although some are now requiring references from a lawyer or accountant, all of course at the expense of the client. 
Compliance can be even harsher if you live in Bali

Many expatriates in Bali will have experienced the frustration of trying to prove their residential address to apply for a bank account or investment product or worse, when they wish to encash an investment. It can be problematic due to the fact that many homes in Bali do not have a physical address. PO Box numbers or a c/o address are unacceptable to regulators. Fortunately other options are possible such as an employer’s letter but this varies from company to company. I am aware of one case of an investor trying for six months to secure the release of funds in a matured savings plan. In another case the problem was solved by means of a certified translation of a declaration by a village head that the person had built a house in the village.
Residents of Bali also suffer from the same issue as everyone else in Indonesia which is treated as a ‘Category 3’ country requiring additional due diligence processes including proof of source of wealth.

Declaration of tax residency and tax identification numbers is now becoming universally required.

 So what has brought about all these requirements?

The answer is multi-fold. Here are some of the events and international agreements that have created the need for such high levels of compliance:

· FATF – the Financial Action Task Force, set up by the G7 group of nations in 1989 to combat money laundering.

· 9/11 – the first major terrorist attack on the US. This led to even greater controls to counter terrorist financing.

· FATCA – The Foreign Account Tax Compliance Act, a 2010 United States federal law to enforce the requirement for United States persons, including those living outside the U.S., to file yearly reports on their non-U.S. financial accounts.  
· CRS – Common Reporting Standards, developed in response to the G20 request and approved by the OECD Council in 2014, calls on jurisdictions to obtain information from their financial institutions and automatically exchange that information with other jurisdictions on an annual basis. By next year this should be fully implemented.
· The ‘Panama Papers’ – A huge leak in April 2016 of some 11.5 million documents that exposed how the rich and powerful use tax havens to hide their wealth.
So there you have it. We all have to pay the penalty by way of painful compliance requirements as a result of decades of tax avoidance by the rich and perhaps the not-so-rich and to combat the evils of terrorism and the laundering of money obtained through criminal activities.  
So what can we do about it?

Unless some Trump-like figure decides to cut a swath through the mass of regulation there is little we can do but accept the fact that it is here to stay and will continue to pervade every aspect of the banking and financial services industry.
But we can take measures to make life a bit easier. Here are some suggestions:

· Make sure you always have available good copies of your current passport. Leave room on the copies for certification. If you are using a lawyer or notary make sure they follow the institution’s instructions including the wording exactly.  

· For proof of address the institution will prefer a utility bill (not usually practical for an expatriate), a recent bank or credit card statement. Not so easy these days when they are often sent out only via the Internet. I have found printouts are sometimes accepted but don’t count on it. Certified copies of a KITAS, KITAP or KTP may be accepted, but they must show your residential address. Failing these an employer’s letter may be accepted but it must provide all the details requested by the institution. Lease agreements may be accepted but they would have to be translated if not in English.
· Tax residency declarations are becoming universal so make sure you have tax identification numbers available or a good explanation as to why you don’t have one. One reason could be that you are living in Bali on a retirement visa which does not require paying tax. 
· Proof of source of wealth. Be prepared to provide details and evidence if requested. Retain copies of work contracts, payslips, property sales contracts etc. 

· In case one is required, be sure to have a friendly lawyer or accountant available to provide a reference. Also make sure you can quickly access a notary who, together with a few other categories can certify documents for you.

Not all the above may be necessary but the better prepared you are the smoother and less hassle any transaction will be. 

At the end of the day you will be helping to make the world a safer and fairer place. But it may not appear that way if you opened an account twenty years ago in the manager’s office over a cup of tea and now have to prove you are the same person.
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