
 

 

 

21 August 2025 
 
Committee Secretariat 
Economic Development, Science and Innovation Committee 
Parliament Buildings 
Wellington 
 
Dear Madam/Sir, 
 

Re: Anti-Money Laundering and Countering Financing of Terrorism 
(Supervisor, Levy and Other Matters) Amendment Bill  
The Financial Services Federation (“FSF”) is grateful to the Economic Development, Science 
and Innovation Select Committee (“the Committee”) for the opportunity to respond on 
behalf of our members to the Anti-Money Laundering and Countering Financing of 
Terrorism (Supervisor, Levy and Other Matters) Amendment Bill (“the Bill”).  
 
By way of background, the FSF is the industry body representing specialist lenders operating 
in New Zealand. We have nearly 100 members (a list of which is attached as Appendix A) 
which include motor vehicle finance providers, specialist housing lenders, Non-Bank Deposit 
Takers (NBDTs), the larger finance companies operating in New Zealand, fleet leasing 
providers, commercial asset leasing and finance providers, credit-related insurers and 
Affiliate members which include internationally recognised legal and consulting partners.  
 
Our members provide their products and services to more than 1.7 million New Zealand 
consumers and businesses. Data relating to the extent to which FSF members (excluding 
Affiliate members) contribute to New Zealand consumers, society and the economy is 
attached as Appendix B. 
 

Introductory Comments 
We would like to begin by stating that we are supportive of the Bill’s objectives, particularly 
to reduce business compliance costs and improve regulatory effectiveness and efficiency. 
Anti-money laundering and counter financing of terrorism (AML/CFT) compliance is an 
incredibly important part of the day-to-day business of our members. However, we believe 
that the decision to fund the regulatory activity with an industry levy is directly at odds with 
this objective.  
 
We strongly oppose the imposition of an industry levy to finance this work programme. 
Industry is already paying to be compliant with their AML/CFT obligations, and adding a levy 
on top of this already large cost burden is unfair and hugely detrimental to business and will 
have the effect of dramatically increasing compliance costs.  



We submit this work programme, and the supervisor should be financed by the proceeds of 
crime fund. This ensures that the actual criminals are paying for the continued cost of 
compliance as opposed to small business which are already fully complying. This will further 
emphasise the point that “crime doesn’t pay”.  
 
Placing the burden to fund AML/CFT supervisory and enforcement activities on the 
businesses that are already paying to meet their obligations as the first line of defence 
against money laundering and financing of terrorism in New Zealand is, in our view, an 
outrageous imposition and this position needs to be seriously rethought as part of the 
Committee’s deliberations on this Bill. 
 
Our second important point with respect to this Bill is that, while we do not object to the 
move to a single supervisor model to allow the Department of Internal Affairs (DIA) to be 
the sole source of AML regulation in theory, we do believe there are some issues which 
need to be addressed with respect to the powers that will devolve to the DIA as a result of 
this, as we have outlined in this submission.  
 

Creation of a Single AML/CFT Supervisor 
In principle we support the consolidation of AML/CFT supervision under a single agency, 
which promises greater consistency and efficiency. However, we urge the Government to 
ensure the new supervisor is adequately resourced and possesses deep understanding of 
the specialist lending sector in particular, including its unique customer base and risk profile. 
It is imperative that the legislation provides clear transitional guidance and maintains 
sector-specific expertise to avoid a one-size-fits-all approach. 
 
We expect to see specialist staff transferred across from the other current supervisors to 
ensure that the institutional knowledge is not lost. We also note that engagement with 
industry stakeholders will be key to ensuring supervisory practices are proportionate and 
risk based. On this note we were disappointed at the short timeframe for this submission, a 
change as large as this should allow for robust public consultation.  
 

Introduction of the AML/CFT Levy 

The proposed levy raises significant concerns for specialist lenders. As we mentioned earlier 
in this submission, we do not believe it is appropriate to impose a levy on the sector when 
they are already paying large amounts for compliance. This is in effect “double dipping” as 
not only will small business be paying for complying with the legislation, but they will also 
be funding the regulators work to ensure compliance with the legislation. If the levy is 
progressed then increased compliance costs may need to be passed on to consumers, 
reducing access to credit for vulnerable groups. This will directly undermine work being 
done by other agencies.  
 
We also note that entities lack clarity on how the potential levy will be calculated and 
whether it will be proportionate to risk and size. As it is going to exacerbate existing 
compliance burdens the detail should not be left to regulations where the DIA has been 
given a lot of autonomous power. This will be a common theme throughout our submission 
as the Bill gives the DIA huge amounts of discretion without appropriate checks and 
balances.  



 

Expanded Supervisory Powers 

While we do understand the need for extending some of the powers of the DIA to allow a 
more supervisory approach, we do not support the extent of this as outlined in the draft Bill. 
We acknowledge the need for DIA to have enhanced powers, including the ability for 
remote inspections and urgent document requests, however the Bill puts a lot of power and 
discretion into the “chief executive of the AML/CFT supervisor”. The Bill gives them the 
discretion to do things such as create codes of practice. The Bill also gives powers such as 
compelling persons to attend a meeting and clarifies new onsite inspection powers for the 
AML/CFT supervisor.  
 
While this is similar to powers granted to other regulators such as the Financial Markets 
Authority and Reserve Bank of New Zealand, there is a key difference. Lack of oversight. 
Both the other regulators we have identified are responsible to their Board which is 
ministerial appointed. The DIA has no such governance structure and so to give them 
unchecked powers without ministerial oversight would be a mistake.  
 
Further concerns we have in this section is a lack of awareness that specialist lenders (and 
small businesses in general) often lack dedicated compliance teams so urgent requests must 
be reasonable and clearly defined. We also note that remote inspections must be conducted 
with robust protocols to ensure data security and operational continuity, and allowance 
must be made for this in the Bill to ensure that data is protected throughout. 
 

Codes of Practice and Rule-Making Powers 
Allowing the supervisor to issue binding codes without Ministerial approval may reduce 
oversight and increase regulatory volatility. As mentioned above we believe that the 
regulator is being given too much unchecked power in the Bill and this is very concerning.  
To address this, we recommend that the Bill require mandatory consultation periods and 
regulatory impact assessments prior to implementation. We also would like to ensure that 
sector-specific guidance is developed to support practical compliance for specialist lenders. 
 

Due Diligence Simplification 
We welcome the further clarification that address verification is not required for standard 
due diligence. This will reduce compliance burden for low-risk transactions, particularly in 
consumer lending. We anticipate this complementing removal of the address verification 
requirement in the current Statutes Amendment Bill that is before the House. Further 
clarification is greatly appreciated on how these two Bills will work together.  
 

Privacy and Data Transfers 

We believe that the transfer of personal data between agencies must be handled with care. 
As per the Bill AML/CFT supervisory data held by the Financial Markets Authority or the 
Reserve Bank of New Zealand must be transferred to the new regulator DIA. While the Act 
specifies that the transfer of information does not constitute a privacy breach it still needs 
to be emphasised that care must be taken in the transfer due to the sensitive nature of the 
information (both personal and commercial). Clear communication should be provided to 



affected entities and individuals, and robust data protection protocols and audit trails 
should be used during and after the transition. 
 
While we do mostly support the Bill, we submit that it’s incredibly important that the 
Government adopt a balanced, transparent, and consultative approach to implementation. 
The specialist lending sector plays a critical role in promoting financial inclusion and should 
not be unduly burdened by regulatory changes. It is also important to note that we are very 
strongly against the idea of imposing a levy onto the industry for the reasons outlined 
above.  
 
Please do not hesitate to reach out if you wish for us to speak further on any of the points 
made in this submission.  
 
Yours sincerely,  

 
Katie Rawlinson 
Legal and Policy Manager 
Financial Services Federation  
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