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New rules are arriving with accelerating frequency; each 
brings serious challenges to those working in compliance. 
There’s a blizzard of acronyms to deal with, from KYC and 
FATCA, CRS, AIFMD, LEI, BEPS, Transfer Pricing, MF/LF 
and the list goes on and on. It’s up to compliance officers 
to master these terms and the understanding of what they 
mean, transfer that knowledge to the Board, and then help 
manage company-wide efforts to meet those requirements. 

The question we hear again and again by multinationals 
is: “How can we ensure we’re compliant across all regions 
when we at HQ have already too much to deal with?” Often 
it’s posed by busy and under-resourced professionals who 
are trying to juggle demands across multiple jurisdictions. 

This report looks at the importance of improving compliance 
performance, based on the many years of experience of 
TMF Group’s world-class compliance professionals. 

Those same professionals are ready to help you reach 
world-class compliance, too. Don’t hesitate to get in touch 
with TMF Group experts in over 80 countries. 

 
Andre Nagelmaker 
Chief Regulatory Services Officer, TMF Group

C O M P L I A N C E C O N T E N T S 

Why is world-class compliance  
so hard to achieve?

7 ways to improve compliance

What’s next: the future of  
compliance 

Five forecasts

3

5

8

10

This is a new era for 
our industry. Once upon 
a time compliance  
was a quiet back office 
function, with little 
awareness at Board 
level. Today, it’s top  
of the agenda.
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Rapid rule changes,  
regional quirks and unwritten 
rules are just some of 
the issues causing havoc 
for the unprepared. 

Compliance has a reputation for being 
fairly straightforward: follow the rules, tick 
the boxes and compliance is achieved. If 
done well, this is all outsiders see. Other 
departments will barely notice the effort.

However, ask a compliance officer and you’ll 
get a rather different response. The sector is 
alive with challenges and complexity. Even 
well-resourced multinationals fail to stay 
on track. And, from time to time there are 
spectacular errors, leading to reputations 
tarnished and financial penalties.

So, what makes true compliance challenging?

The basic challenge is the tide of new rules. 
The world is in the midst of a colossal 
shift to new protocols, such as Common 
Reporting Standards (CRS), Foreign Account 
Tax Compliance Act (FATCA), and anti-
profit-shifting principles. The Ultimate 
Beneficial Owner (UBO) Register is still 
being developed. National tax rules and 

reporting are always changing. With no 
legislative stability, or clarity it’s a constant 
fight for companies to stay up-to-date. 

For multinationals, the variation of local 
systems is intimidating. Take something 
like Know Your Customer (KYC) regulations. 
There is no international standard for KYC. 
Each jurisdiction might differ. Each company 
will approach KYC differently, so when staff 
move organisation it can take time to get 
them up to speed. This means that KYC may 
appear to be easy by outsiders, though is 
considerably more challenging in practice.

Knowing how to deal with regulators is 
a specialist affair. Scandinavia has a 
reputation for being amongst the best-run 
and least bureaucratic parts of the world. 
But dealing with company documents needs 
local knowledge. For example, obtaining 
corporate documents in Sweden for an 
official procedure will require a seal, stamp, 
and an administrator’s signature. The full 
set of documents may only be available 
in Swedish. A multinational expanding 
to Scandinavia can thus be tripped up 
by an apparently routine exercise. 

Even the most basic demands of compliance 
can slip the unwary. Take FATCA and CRS: 
Both are now well established (except for 

late adopters) yet many companies still 
assume the process they use for FATCA 
can also be used for CRS. The two are 
similar, but not identical. Interpretation 
of the rules varies in organisations.

The scale of the challenge

It adds up to a fluid and demanding 
landscape. “The biggest error I see 
is under-estimation,” says Pedrag 
Maletic, Head of Strategic Growth and 
Development at TMF Group. “We see 
multinationals go to a new territory, and 
they don’t realise how different the rules 
can be and what they need to implement. 
That’s why they turn to a specialist.”

Naturally, a compliance specialist will know 
the national requirements thoroughly. But 
it’s possible for new problems to surface. 
A multinational can engage a variety of 
specialists across their international reach. 
Then, when the reporting is compiled, 
it becomes difficult to reconcile and 
amalgamate the different systems of the 
multiple specialists. “When you use local 
providers, there is a lack of uniformity,” 
says Maletic. “A multinational must try 
and merge reporting systems from 40 
countries. It’s a huge challenge.”

W H Y  I S  W O R L D - C L A S S  C O M P L I A N C E  
S O  H A R D  T O  A C H I E V E ?
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And with this complexity, the penalties for 
non-compliance can be severe. In most 
jurisdictions, the company director is 
responsible and liable for regulatory and 
governance issues. “Certain mistakes 
such as a failure to comply with anti-
money laundering legislation, can be quite 
costly,” says Leila Szwarc, TMF Group’s 
Global Head of Compliance and Strategic 
Regulatory Services. “It’s not just about the 
money. Clients should understand that by 
not complying they can suffer reputational 
damage; it only takes the press to run a story 
and there goes a brand, a name, a reputation.” 

The worst-case scenario is oblivion, says 
Szwarc: “If you don’t comply you may be 
banned from doing business. If you can’t 
meet all requirements then you may not 
survive in the current market place. It may 
limit your access to the financial system, and 
you’ll be unable to open a bank account.”

The optimum strategy

Multinationals are now realising the most 
efficient way to cope with these challenges 
is to use a single compliance provider 
with a global reach, and a presence in 
each jurisdiction. A standard reporting 
process can be used in all territories. 

“You need a specialist in each country,” 
says Szwarc. “I think that is now accepted. 
What we see more and more is the need for 
multinationals to have the same platform 
across operations - it’s just too hard to handle 
a dozen or more independent systems.”  
Some compliance providers in the market  
may appear to offer this, but it’s only at 
surface level. “White-labelling happens. You 
find nominally comprehensive companies who 
are in fact farming out many of their services 
to suppliers the client is not aware of.”

A supplier with global reach can also offer 
a single point of contact, which is more 
convenient for the client. There’s less 
chasing tails and faster resolution times.

Above all, companies need a partner who can 
engineer and re think the way compliance is 
approached. “We make sure that companies 
approach compliance with the right mindset,” 
says Szwarc. “Compliance should be seen 
as part of the strategy to success, not as 
a cost or a burden. It is a part of growing 
and delivering value for shareholders.”

World class compliance is a way of life, not 
just a one-off act. “It’s an active process,” says 
Szwarc. “Compliance is very much alive! With 
all the changes in the regulatory environment 
clients can feel there’s no end to it. It can seem 
cumbersome and expensive. But compliance 
is more than a cost. It’s a way to make sure 
your business is ahead of the game.”

When you use local providers, there is a lack of uniformity.
Predrag Maletic. Head of Strategic Growth and Development, TMF Group
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Rules and regulations are 
changing faster than ever 
before. Keeping up-to-date is 
a growing challenge. So how 
can compliance officers ensure 
a multinational corporation 
can handle compliance issues 
with efficiency and rigour? 

Andre Nagelmaker, Chief 
Regulatory Services Officer 
at compliance specialist TMF 
Group, gives these seven tips 
to help companies achieve a 
step-change in performance.

Audit your status

It’s important to investigate the strengths 
and weaknesses of your organisation before 
making any changes. “This is mandatory”, 
says Nagelmaker. “You need to find out what 
information you have on your compliance 
duties and processes, and what you are 
missing. This will uncover whether it is easy 
to access the right information, and whether 
you have a good overview.” Some companies 
try to perform the audit in-house, but this is 
difficult as an in-house team may be blinkered. 
As the saying goes, we don’t know what 
we don’t know. An external provider may 
be able to provide impartial assessment, 
as well as bringing industry benchmarks. 

Create an audit trail 

World-class compliance is more than making 
the right decisions; it’s about being able to 
prove how each decision was taken. This 
means creating an audit trail. Whenever there 
is a dispute over an issue it should be possible 
to trace the decision-making process, and 
see the advice that was taken. It also means 
being able to compare current documents 
with previous actions and reports. The goal 
is to create a consistency. Nagelmaker says: 
“Imagine you classify a division in one country 
as a non-reporting entity, and a similar one 
in another country as a reporting entity. You 
may need to explain how you made that call. 
Consistency, and an audit trail, will help you 
show why you are making certain decisions.”

7 WAY S  T O  I M P R O V E  C O M P L I A N C E
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Whenever there is a dispute 
over an issue it should be 
possible to trace the decision-
making process, and see the 
advice that was taken.

Standardise and localise 

The debate of what to do in head office, and 
what to delegate to each locality, is a lively 
one. Some things are better done in a unified 
location, and others must be distributed 
to regional teams. This decision should be 
taken after thorough discussion, and not 
simply made because it’s what the company 
has always done. “There are common 
denominators across territories,” says 
Nagelmaker. “The challenge is to find those 
denominators, and identify the information 
your organisation will need to supply. Then, 
localise - this means interpreting local 
demands, usually under expert guidance.” 

Educate staff

Easier said than done? In fact, there are lots 
of practical ways to help staff keep current. 
“We see a lot of ‘internal universities’,” says 
Nagelmaker. “These help employees in all 
departments understand concepts and stay 
up-to-date.” The industry offers a variety of 
ways to stay current; webinars means it’s 
possible to learn without leaving the office. 
When it comes to conferences, Nagelmaker 
suggests using a cascading technique: get 
one member of staff to attend, who then 
has the duty to provide a concise summary 
for the benefit of fellow members of staff. 
Service providers are strong sources of 
tuition. For example, TMF Group ensures 
both staff and clients are kept up-to-date, so 
that education becomes a permanent aspect 
of company life, rather than a one-off. 

Involve all departments

Compliance today touches all areas of an 
organisation. This means all departments 
need to be included in your masterplan. 
This is true of group structures, too. Says 
Nagelmaker: “For example, if a group sets 
up a financing arrangement for a joint 
venture, then you not only have to be sure 
that pricing of that arrangement meets 
all transfer pricing demands, but also you 
must be sure you have checked the JV 
partner and its beneficial owners to see 
whether sanctions could be applicable. 

Any costs and benefits of this financing 
arrangement must be reported consistently 
in both your tax returns as your financial 
reporting. Finally, when the JV partner 
makes a contribution to the JV you must 
also have checked the source of wealth as 
you cannot be found applying funds coming 
from unreported or illicit income. So, tax, 
compliance, finance and legal departments 
need to operate closely and consistently.

43 5
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Conduct ongoing checks

The improvement process begins with a 
review of current status. And then reviews 
should be repeated regularly as part of a 
regime of ongoing checks and balances. The 
goal should be for head office to have a clear 
overview of all compliance activities and 
deficiencies. If there are FATCA or CRS duties, 
then compliance should be easy to confirm 
if everything is up to scratch. “You would be 
surprised at how many times companies, 
when asked for an overview, reply, ‘Oh, we 
don’t know, that is handled locally,’” says 
Nagelmaker. The best companies will have 
clearly defined workflows and processes. “In 
the old days, we called it a manual,” he says. 
This means there is written guidance on 
what actions to take. The audit should look at 
workflows and processes, and recommend 
improvements; this way, the pursuit of 
excellence becomes part of a routine. 

Stress the dangers of 
non-compliance

“The first place to start is the Board,” says 
Nagelmaker. “When you make the Board and 
management understand the dangers of 
failing to comply, then priorities shift.” There 
are three ways to get senior staff to listen. 
The first is to stress the reputational damage 
of non-compliance; a failure can reduce 
the standing of the company in the eyes of 
regulatory, commercial, financial and other 
bodies. Second, highlight the economics 
risks; there are fines to be paid when matters 
go awry. Also, reputational damage quickly 
translates to inferior performance: history 
is littered with examples of customers 
avoiding non-compliant vendors. Third is 
the personal liability: directors can be held 
responsible when things go wrong. Tell 
them this and watch them leap into action. 

76

History is littered with 
examples of customers 
avoiding non-compliant 
vendors.

You would be surprised at 
how many times companies, 
when asked for an overview, 
reply, ‘Oh, we don’t know,  
that is handled locally.’

Andre Nagelmaker 
Chief Regulatory Services Officer,  
TMF Group
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It’s a common prediction: the 
best jobs of the next decade 
haven’t yet been invented. We’re 
in the age of disruption; who 
knows what’s on the horizon? 

Certainly, the shake-up of roles over the past 
decade was impossible to forecast. Who 
guessed that FinTech entrepreneurs would 
take centre stage in the finance world, or that 
data scientists would be on galactic starting 
salaries? Who saw the rise of platforms over 
incumbents – just look at the dominance 
of Airbnb over hotels, Uber over taxi firms, 
and Facebook over media conglomerates.

One role that has shot from obscurity to 
front-page prominence is compliance. The 
old role was part of the legal department - 
useful, always, but rather overlooked by the 
board. But today compliance is a red-hot 
industry. Politicians demand intense oversight 
of corporations to curtail money laundering 
and corruption. Security services and police 
forces see compliance as a new front line. 

The role will be ever more critical over the next 
decade. Compliance will become a matter of 
profound operational concern. No business 
will be able to thrive without mastering it.

The road ahead

The next 12 months alone represent a 
serious challenge. The Organisation for 
Economic Cooperation and Development 
(OECD)’s push to tackle Base Erosion and 
Profit Shifting (BEPS) is in full swing. The 
OECD secretary-general calls 2017 “the year 
of timely and coherent implementation” 
of BEPS regulation. The Global Forum on 
Transparency and Exchange of Information 
for Tax Purposes is guiding a 139-nation 
cohort through the new processes. 

Any business dealing with the European 
Union might need to address the potential of 
a Common Consolidated Corporate Tax Base 
(CCCTB). Out go 28 separate rule books; in 
comes a single tax system for calculating 
taxable profits. The impact could be huge. 

The EU forecasts compliance costs will fall 
2.5% under the common base, and more 
with full consolidation. Taxation disputes will 
tumble – there are more than 900 double 
taxation disputes across the EU right now².

The next time someone asks what value 
compliance delivers, remind them of this issue.

Anti-money laundering (AML) rules are getting 
tighter. Experienced compliance officers 
already know the role anti-money laundering 

measures played in shaping legislation. It 
began with KYC, and it never stopped. A major 
motivation of new compliance efforts is the 
need to combat terrorism. The International 
Monetary Fund (IMF) in particular has been 
vocal about the demands it is placing on 
the compliance community to cut funding 
off at source: the armed forces can only 
solve part of the equation. The IMF is rolling 
out five-year plans to promote the =AML 
and Combating Financing of Terrorism 
(CFT) agendas. A Topical Trust Fund is 
boosting capacity in member states through 
direct technical assistance and training. 
The current programme of AML/CFT runs 
until May 2019. The magnificent effort of 
the compliance sector to crack down on 
extremism deserves wider recognition. 

There’s going to be a growing role for 
compliance as trade deals are struck. The EU 
and UK are both keen to strike deals around 
the world, and it’s going to be the compliance 
teams who help companies make the most 
of new markets. For example, the Canadian-
EU trade deal opens trade on both sides. 
Duties worth €400m are set aside by the 
EU. The deal is complex, running to more 
than 2,000 pages. Without compliance, the 
forecast gains would not materialise. The 
same is true of whatever deals Brexit brings.

W H AT ’ S  N E X T :  
T H E  F U T U R E  O F  C O M P L I A N C E
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A decisive strategic role

The pivotal role played by compliance in these 
issues highlights why it is now seen as a 
strategic function. CEOs need a direct line to 
compliance to grasp the opportunities at hand.

Top compliance teams are skilled at handling 
a constant stream of new demands. The 
next wave to hit the profession will be “Big 
Data”, the discipline of using algorithms to sift 
through vast pools of numbers to spot trends.

“In the Netherlands, the tax authorities are 
using Big Data to look at tax returns,” says 
André Nagelmaker. “How is it used? Imagine 
10,000 citizens report a similar tax reducing 
item, and all those citizens are linked to the 
same group of advisors. An investigation 
can be launched. It’s too much work to look 
at that number of tax returns individually. 
The data reveals what was hidden.”

Nagelmaker forecasts the next three years 
will see Big Data become an integral part 
of how authorities investigate, and how 
companies invigilate their own performance.

A side effect of Big Data will be the need 
to address cross-company variations in 
company reporting. A mish-mash of systems 
in different jurisdictions can produce irregular 
results. Even something as trivial as reporting 
a change of directors can vary: a Big Data 
inspection will immediately flag errors. “A 
company running different systems is going 
to hit real difficulties,” says Nagelmaker. “The 
only realistic solution is to move to a common 
platform across the world. That means using 
a compliance partner able to deliver that.”

The re-invention of the role means 
elevated prestige for compliance officers. 
The profession will increasingly attract 
ambitious professionals who can see 
how their talent will be stretched. And 
the responsibility will keep growing.

Compliance is the bedrock of business. 
No company can operate or expand to 
new lands without a high level of execution 
by compliance. The best firms will be 
able to adapt to any environment.

The next ten years will produce 
unimaginable challenges in business. 
We’ll see new technology like artificial 
intelligence and autonomous vehicles, 
borderless trade will surge, and incredible 
business models will flourish. And at 
the heart of it all will be compliance.

Sources: 

1 OECD Secretary-General Report to Finance Ministers 
of the G20: http://www.oecd.org/tax/oecd-secretary-
general-tax-report-g20-finance-ministers-march-2017.pdf

2 European Commission Corporate Tax Reform 
guide: https://ec.europa.eu/taxation_customs/
sites/taxation/files/ctr_factsheet2016.pdf

The next 12 months  
alone represent a  
serious challenge.

Big Data become an  
integral part of how 
authorities investigate.

A major motivation of new 
compliance efforts is the 
need to combat terrorism.
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F I V E  F O R E C A S T S
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Multinationals will standardise and 
integrate reporting across territories. 

The days of different systems 
operating independently, allowing 
glitches and inconsistencies to go 
un-noticed, are coming to an end.

4

Artificial intelligence in Business 
Process Outsourcing is coming. 
Tasks which humans undertook 
are now being handed over time 
highly capable machines. AI is 

transforming all sorts of sectors, 
from transport to procurement. 

2

Board-level interest in compliance. 
Now that compliance is recognised as 

a critical strategic field, there will be 
rising interest by C-suite executives, 
as well as supervisory boards. It will 
become mandatory for compliance 

teams to work with the board to 
determine how compliance can be 
used to its maximum advantage.

5

Move to a unified tax base and tariffs. 
Progress to a set of tax definitions 

and reporting standards is impressive. 
The next step may be a single tax 
rate in the EU. French president 
Macron has already suggested 

the EU should pursue harmonised 
corporate taxation rates though this 

might be too early to blossom.

3

Transparency will continue to 
grow. Taxpayers will demand more 
visibility in the way governments 

and companies as well as politically 
exposed persons spend money. 

And tax authorities will be eager to 
share data with other authorities, 
to ensure a levelled playing field. 



We believe that complexity should not be 
a barrier to opportunity. Regulation and 
administration should not hold businesses back. 
And we are dedicated to make sure they don’t.

Our governance services help you achieve 
compliance, consistency and transparency 
in making business decisions and setting 
partnerships globally. TMF Group takes a 
proactive approach to keep companies and 
financial vehicles compliant with current and 
upcoming regulations. Our own 6,500 experts 
serve 38,000+ entities in over 80 countries to 
ensure helping to keep your business compliant.

To make an enquiry or to find out how TMF Group 
can work with your organisation, please go to:

TMF Group is the global 
expert in local business. 
With a network of offices 
across over 80 countries, 
TMF Group has the 
in-country expertise 
and knowledge to help 
businesses of all sizes 
expand and operate both 
within and beyond their 
home markets.
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www.tmf-group.com/enquiry

https://www.tmf-group.com/enquiry/
https://www.tmf-group.com/enquiry/
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Find out more about TMF Group:

contact@tmf-group.com

tmf-group.com
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None of the information contained in this publication constitutes an offer or solicitation for business, a recommendation with respect to our services, a 
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reliance on the information contained herein.

This is a publication of TMF Group B.V., P.O. Box 23393, 1100 DW Amsterdam, the Netherlands (contact@tmf-group.com). TMF Group B.V. is part of TMF Group, 
consisting of a number of companies worldwide. Any group company is not a registered agent of another group company. A full list of the names, addresses and 
details of the regulatory status of the companies are available on our website: www.tmf-group.com
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