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Anti-Money Laundering and Countering Financing of Terrorism: Levy Proposals 
 
Thank you for the opportunity for the Financial Services Federation (FSF) to respond to the 
consultation document on the Levy Proposals for the supervision of reporting entities under 
the Anti Money Laundering and Countering Financing of Terrorism regime. 
 
By way of background, the FSF is the industry body representing specialist lenders 
operating in New Zealand. We have over 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 1.5 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: 
In our submission to the Select Committee considering the Anti-Money Laundering and 
Countering Financing of Terrorism (Supervisor, Levy and Other Matters) Amendment Bill the 
FSF voiced our strong opposition to the concept of imposing a levy on reporting entities to 
fund the costs incurred by the Ministry of Justice (MoJ), the AML/CFT supervisor and the 
Financial Intelligence Unit (FIU) in performing their functions, powers and duties under the 
AML/CFT Act 2009. 
 
In our view, reporting entities already incur significant cost to ensure their AML/CFT 
processes and procedures are sufficient to counter the risk that their goods and services 
could be used for the purposes of laundering money or funding terrorist activity. They 
represent the front line of New Zealand’s defence against such practices and it is therefore 
unreasonable to add extra cost to any of them when they are the prevention rather than the 
cause of illegal activity such as money laundering or financing of terrorism. 
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It must also be remembered that on top of the cost already incurred by reporting entities to 
prevent money laundering and the financing of terrorism, many of these entities are also at 
the front line of preventing New Zealanders from becoming victim to organised criminal 
activity (both from onshore and offshore) in relation to frauds and scams including identity 
fraud which it is estimated costs New Zealand and New Zealanders between $136 and $204 
million per annum. 
 
Whilst the FSF accepts that the findings of the Financial Action Task Force (FATF) which 
concluded that New Zealand’s AML/CFT system is not sufficiently resourced to deliver its 
functions is very likely the cast, levying entities that are already doing all that they can to 
detect money laundering or terrorism funding is not the answer to the problem. 
 
As stated in our submission, it is our belief that the people who are committing the crimes 
should be the ones who should pay for the system to be sufficiently resourced to prevent 
such activity through the Proceeds of Crime Fund. This view has not changed in spite of the 
passing of the Amendment Bill and the fact that the levy will now be imposed on reporting 
entities. 
 
Having said that, the FSF is pleased to note that specialist lenders are not considered to be 
of high or medium to high risk of being used to launder money or finance terrorist activities 
and are therefore not proposed to be levied at this time. 
 
With these introductory comments in mind, the FAF has the following comments to make 
with respect to the questions posed in the consultation document. 
 
1. Do you agree with how we have categorized costs to be club goods? If not, why? 
The FSF does not have a view with respect to whether the good/service is a public good or a 
club good. 
 
2. What is your preferred period to recover the deficit from 2026/27, and why? 
Given what we have already said with respect to our opposition to the imposition of the 
levy, our preferred option would be that any deficit for the 2026/27 financial year should 
also be funded from the Proceeds of Crime Fund. Failing that however, the least worst 
option on the table would be to recover this deficit over five years. 
 
3. What are your views on our proposal for who should pay the levy and why? 
Again, our introductory comments notwithstanding, the FSF is pleased to see that the 
proposal does not include levying specialist lenders because of their small size and lower risk 
of being used for money laundering purposes. 
 
4. Would the introduction of a levy incentivize reporting entities to take steps to reduce 
their risk to the AML/CFT system? 
We do not believe that the introduction of a levy would make any difference to the steps 
reporting entities take to reduce their risk to the AML/CFT system. Reporting entities take 
their obligations under this regime seriously and it has been in place for so long that they 
have developed a clear understanding of where their risks of being used to launder money 
lie and have already taken (and continue to take) all possible steps to reduce that risk. 



5. What are your views on the proposals made for banks and why? What would be your 
alternative approach? 
The FSF does not represent any banks so has no comment with respect to this question. 
However, we note that the consultation document states that the distinction between banks 
and non-bank deposit takers (NBDTs) – some of whom we do represent – will be removed by 
the Deposit Takers Act 2023 once it is fully in force in 2028. The consultation document 
notes that, at that point, the exclusion of NBDTs from the levy will be reconsidered. 
 
The FSF also notes that the consultation proposes that banks with less than $1.5 billion in 
reported assets would also be exempt from the levy. Given that none of the entities 
currently classified as an NBDT have reported assets at that level, and the fact that many of 
them are extremely small (and arguably very low risk of being used to launder money or 
finance terrorism), this review of the status of NBDTs with respect to the levy would be a 
pointless exercise and the requirement for it should therefore be removed. 
 
6. What impacts would the levy proposals have on banks, and what implications would 
there be for their customers? Please explain the rationale and impact on individual 
customers of banks. 
Please refer to the answer given to question 5 above. 
 
7. What are your views on the proposals made for casinos and the TAB and why? What 
would be your alternative approach? 
The FSF does not represent any casinos or the TAB so has no comment with respect to this 
question. 
 
8. What impact would the proposals have on your business? 
Please refer to the answer given to question 7 above. 
 
9. Between the three options which one do you prefer and why? Or do you have an 
alternative approach? 
 The FSF has one or two members who might fall within the definition of “payment 
providers” and therefore we have considered the three stated options in the consultation 
document. Our preferred option is option one: a flat rate, because it is simple to calculate 
and, as the consultation document says, is affordable and efficient to administer. Either of 
the other two options would overcomplicate the calculation of the levy and, in our view, 
would not add anything other than complexity. 
 
10. What is the likely impact of the options on your business? How likely is it to change 
any business practices? 
Given the potentially small quantum of the levy for payment providers, particularly if option 
one as the most sensible option is adopted, the FSF does not believe there will be any likely 
impact on business affected nor will it change any business practices. 
 
 
 
 
 



Once again, thank you for the opportunity for the FSF to comment on these proposals on 
behalf of our members. Please do not hesitate to contact me if you wish to discuss anything 
in this submission further. 
 

 
 
Lyn McMorran 
EXECUTIVE DIRECTOR 
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