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Summary: Problem definition and options 

Description of the option the Minister has chosen 

To strengthen New Zealand’s response to money laundering and terrorism financing (ML/TF) 
and transnational, serious and organised crime (TSOC), the Associate Minister of Justice 
proposes to: 

1. Restrict persons in trade from accepting cash above a set limit for international funds 
transfers (IFT) of remittances and virtual assets conversion. Cash transaction limits 
and virtual assets in scope would be set in regulations, with non-compliance treated 
as an offence, aligned with penalties for an existing prohibition in the Act.  

2. Introduce infringement offences for less serious or straightforward non-compliance 
with AML/CFT obligations. 

3. Increase civil and criminal penalties for serious non-compliance with AML/CFT 
obligations to align with comparable domestic and international regimes. This 
includes enabling penalties to be the greater of a multiple of commercial gain or a 
percentage of turnover where appropriate.  

What is the policy problem? 

This addendum covers two distinct policy problems: 

1. the misuse of cash in high-risk sectors; and 

2. weak enforcement responses across the non-compliance spectrum. 

Problem one: the misuse of cash in high-risk sectors 

Cash‑based international funds transfer channels present high money laundering and 
terrorism financing (ML/TF) risks. Cash is a highly attractive enabler of criminal activity as its 
physical and anonymous nature, and the lack of audited money trails, helps criminals to 
evade detection by law enforcement. 

In New Zealand, gangs and TSOC groups generate substantial cash profits from illicit 
activities including drug supply and large‑scale fraud and scams. To do so, they must convert 
physical cash into forms that can be transferred overseas to associates, suppliers, or 
facilitators, or otherwise integrated into international financial networks.  

Money remitters2 and virtual asset service providers (VASPs)3 operating crypto ATM machines 
provide two key channels for converting cash into internationally transferable value. While 
both service providers are subject to AML/CFT obligations, once cash is accepted, funds can 
move rapidly offshore with reduced visibility. This makes it harder for law enforcement to 
identify risk, intervene before funds are transferred offshore or converted into transferable 
digital value, and recover criminal proceeds. 

The New Zealand Police Financial Intelligence Unit (NZFIU) has identified both services as 
high-risk and vulnerable to criminal misuse in the National Risk Assessment 2024.4   

 
2  Money remitters accept physical cash and transfer a corresponding sum overseas to a beneficiary. 
Remitters are attractive to transfer money overseas due to their accessibility, speed, and the industry’s 
global reach and established channels.   
3 VASPs carry out a variety of functions including exchange, international transfer, or safekeeping values, 
such as cryptocurrencies. Unlike other goods or services that may be purchased with cash, virtual assets 
can enable near-instant, irreversible, international transfers of value. 
4 The National Risk Assessment on Money Laundering, Terrorism Financing and Proliferation Financing is 
periodically produced by the NZFIU; fiu-nra2024.pdf 

https://www.police.govt.nz/sites/default/files/publications/fiu-nra2024.pdf
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The evidence base differs across sectors: domestic evidence is stronger for money remitters, 
while for virtual assets and crypto ATMs the case for intervention is preventative, based on 
risk assessments, international evidence, and emerging domestic scam cases. 

The status quo creates vulnerabilities that undermine the effectiveness of the Act and 
New Zealand’s contribution to global efforts to combat ML/TF. It also risks activity shifting to 
less regulated services or methods (known as displacement), including across similar 
cash-based sectors. Without intervention, money remitters and VASPs may continue to be 
misused to convert and move criminal proceeds offshore.  

Problem two: weak enforcement responses across the non-compliance spectrum 

Reporting entities have core obligations under the Act that are designed to protect the 
integrity of New Zealand’s financial system and disrupt ML/TF.  Effective compliance 
depends on supervisors and law enforcement having proportionate, graduated, and 
dissuasive sanctions that reflect the seriousness of non-compliance and risks posed. 

The current AML/CFT framework does not provide supervisors and law enforcement an 
effective enforcement toolkit. For less serious and straightforward non-compliance, 
responses are often limited to formal warnings or resource‑intensive civil or criminal 
proceedings, which can be disproportionate and may discourage timely intervention. For 
more serious non-compliance, existing maximum penalties do not adequately reflect the 
severity of the conduct and may lack sufficient deterrent effect, particularly for larger or 
multinational reporting entities such as banks or casinos.  

International and domestic reviews have identified these weaknesses. The 2021 Financial 
Action Task Force (FATF) Mutual Evaluation (ME) and 2022 Statutory Review found that the 
Act does not currently provide AML/CFT supervisors with an effective and proportionate 
response to non-compliance. 

What are the policy objectives? 

Further to the high-level objectives outlined in the main RIS, reforms are seeking to achieve 
specific objectives for each problem: 

Problem one: the misuse of cash in high-risk sectors 

• Minimising negative impacts on the legitimate use of cash by New Zealanders not 
engaged in criminal activities. 

• Increasing the costs and difficulty of transferring funds offshore by criminals, thereby 
supporting law enforcement to tackle TSOC. 

• Future-proofing the Act by introducing tools that can appropriately respond to 
changes in risk and evidence of harm.  

Problem two: weak enforcement responses across the non-compliance spectrum 

• Enabling enforcement responses to non-compliance to be more proportionate, 
dissuasive, and therefore effective.  

What policy options have been considered, including any alternatives to regulation? 

Problem one: the misuse of cash in high-risk sectors 

Options to prevent harm from cash-based remitters that enable IFT and VASPs that enable 
cash-for-virtual asset conversion include:  

• Retain the status quo. 

• Remove the risk by restricting services from accepting any cash at all. 
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• Make it harder and more expensive for criminals to operate, by restricting services 
from accepting cash transactions above a limit/s by secondary legislation. 

• Dissuade illegal use by introducing offences and penalties to support any restriction.  

Any option must be balanced against legitimate use. Cash remains legal tender. Remittance 
services are essential for some communities, particularly Pacific Recognised Seasonal 
Employer (RSE) workers, migrants, and the not-for-profit sector. VASPs also support 
innovation, competition, and economic activity in New Zealand.  

Problem two: weak enforcement responses across the non-compliance spectrum 

The main RIS has already considered problem two and Cabinet has agreed to introduce an 
infringement regime and increase penalties for serious non-compliance.  

This RIS addendum provides further options to progress Cabinet’s direction to strengthen the 
Act’s offence and penalty settings, improve proportionality and deterrence, and align with 
comparable domestic and international regimes. These options include:  

• Introducing 12 new infringement offences to address less serious and straightforward 
non-compliance. 

• Increasing penalties for civil liability acts and 17 specified offences, including 9 
increased imprisonment terms and 12 variable financial penalties for commercial 
gain (up to 300% of gain and/or 10% of turnover). 

What consultation has been undertaken? 

The following public sector agencies have been consulted on this addendum: Department of 
Corrections, Department of Internal Affairs (DIA), Financial Markets Authority (FMA), Inland 
Revenue Department, Ministry of Business, Innovation, and Employment (MBIE), Ministry of 
Foreign Affairs and Trade, Ministry for Pacific Peoples, New Zealand Police including the 
NZFIU, Office of the Privacy Commissioner, Reserve Bank of New Zealand (RBNZ), the 
Treasury and intelligence agencies. 

Problem one: the misuse of cash in high-risk sectors 

The Ministry conducted a survey with money remitters registered on the GoAML platform and 
with members of the Ministry’s Industry Advisory Group (IAG).5  Consultation signalled mixed 
support for restricting the amount a person in trade could accept.  

New Zealand’s two Crypto ATM providers did not support a complete ban on crypto ATM 
machines but one provider proposed introducing a $10,000 limit as an alternative. 

Problem two: weak enforcement responses across the non-compliance spectrum 

The main RIS outlines consultation undertaken on introducing an infringement regime and  
increasing penalties for seriousness non-compliance. 

The IAG was consulted on proposed offences and increased penalties levels, including 
commercial gain penalties. Feedback generally supported strengthening the effectiveness 
and proportionality of the enforcement regime, while highlighting the need for appropriate 
safeguards, including against double jeopardy and the availability of defences. 

Is the preferred option in the Cabinet paper the same as preferred option in the RIS? 

Yes, the preferred option in the Cabinet paper is the same as the preferred option in the RIS.  

 
5 The IAG features representatives from key industry stakeholders, including banks, financial services, 
industry representative bodies, and designated non-financial businesses and parties (such as 
accountancy and law firms).  











https://www.police.govt.nz/sites/default/files/publications/tnoc-mag-cabinet-paper.pdf
https://www.customs.govt.nz/media/2b1jlatk/mag-final-report-71025.pdf
https://www.customs.govt.nz/media/d4ffby0c/tsoc-mag-25-02b-april-report-cash-proceeds.pdf
https://www.customs.govt.nz/media/d4ffby0c/tsoc-mag-25-02b-april-report-cash-proceeds.pdf
https://www.customs.govt.nz/media/2b1jlatk/mag-final-report-71025.pdf
https://www.interest.co.nz/public-policy/137194/would-new-zealand-becoming-cashless-society-help-combat-number-one-threat


10 

While cash is attractive to criminals, it remains a legitimate part of the economy  

6. The Ministry largely agrees with the findings of the TSOC MAG on cash. Justice sector 
agencies have repeatedly noted that cash is highly attractive to criminals and gangs given 
it can obscure trails of illicit money.13   

7. Prior to the establishment of the TSOC MAG, New Zealand’s 2024 National Risk 
Assessment described cash as a “key threat driver” that affords anonymity, underpins 
the criminal economy, and enables predicate offending and money laundering through its 
conversion into high-value goods. 14  The Assessment also identified money remitters and 
virtual asset service providers (VASPs) as among the highest-risk sectors in the AML/CFT 
system.15 

8. However, the Ministry recognises that cash is legal tender in New Zealand and is 
legitimately used across the country. RBNZ’s 2026 public consultation on reform of cash 
systems also noted that cash is important because cash can be the only viable option for 
payment if digital platforms are disrupted. 16  In some cases, cash is the only means of 
payment for people not able to access financial services.  

Background on cash-based money remitters  

Cash-based money remitters present the highest risks in the sector 

9. International funds transfers (IFTs) refers to services that enable money to be transferred 
overseas between individuals and businesses. A subset of IFTs are money remitters, which 
transfer value (known as remittances) internationally on behalf of customers.  

10. In New Zealand, remittances can be transferred overseas by a range of providers including 
banks, digital remitters, and cash-based remitters. Banks and digital remitters require 
customers to fund transfers through bank accounts, debit/credit cards, or other electronic 
payment methods, which create transactional records that lower money laundering risks. 

11. Cash-based remitters accept physical cash for IFTs and therefore present higher money 
laundering risks. Cash transactions reduce transparency at the point of entry into the 
financial system and remitters can facilitate the placement and international transfer 
without clear transaction records showing the source of funds.  

Money remitters are supervised reporting entities under the Act 

12. Money remitters are reporting entities under the Act and are supervised by the 
Department of Internal Affairs (DIA). Money remittance is defined in the Act as part of the 
broader category of money transfer services.17 

13. Approximately 100 money remitters are registered with DIA, including a mix of 
multinational providers (such as Western Union) and smaller operators servicing a 
particular community, country or region. 

 
13 Supplementary-Analysis-Report-Criminal-Activity-Intervention-Legislation-Bill.pdf, page 55 
14 fiu-nra2024.pdf, page 10 
15 fiu-nra2024.pdf, page 10 
16 cash services for the future, page 5 
17 Anti-Money Laundering and Countering Financing of Terrorism Act 2009 | New Zealand Legislation –

section 5(2) 

https://www.justice.govt.nz/assets/Supplementary-Analysis-Report-Criminal-Activity-Intervention-Legislation-Bill.pdf
https://www.police.govt.nz/sites/default/files/publications/fiu-nra2024.pdf
https://www.police.govt.nz/sites/default/files/publications/fiu-nra2024.pdf
https://www.rbnz.govt.nz/-/media/project/sites/rbnz/files/consultations/future-of-money/keeping-cash-local---public-consultation-paper.pdf
https://www.legislation.govt.nz/act/public/2009/35/en/latest/#DLM2140727
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14. Money remitters are required to comply with obligations under the Act, including 
customer due diligence, record-keeping, and wire transfer requirements.18  This includes 
ensuring originator and beneficiary/payee information is included in payment messages. 

Money remitters have legitimate uses for cash 

15. Money remitters, including those that operate in cash, provide an important financial 
service to New Zealanders. They can offer lower‑cost international transfers than banks 
and service customers who may lack access to banking services or whose intended 
recipient is located in regions with limited or disrupted financial infrastructure. 

16. RSE workers from Pacific countries are among the legitimate users of money remitters, 
often transferring earnings to family members offshore while employed in New Zealand. 19  
Immigration New Zealand advises that typical RSE remittance behaviour involves periodic 
transfers of approximately $500 throughout the year, followed by a larger transfer of 
$2,000 to $4,000 at the time of final pay. Some workers instead carry cash with them 
when travelling home, which is limited to $10,000.20 

17. Research into comparative international jurisdictions found no restrictions on the 
amount a money remitter could accept for international funds transfer, likely due to 
concerns on legitimate use and negative impacts on vulnerable people who rely on 
remittances.  

Background on virtual assets and crypto ATMs 

Cryptocurrencies and crypto ATMs present the highest risks in virtual assets sector 

18. VASPs carry out a variety of functions such as exchange, transfer, or safekeeping of 
virtual assets. The most widely known virtual asset is cryptocurrency, such as Bitcoin, 
although the sector encompasses a much broader range of products and services. 

19. The majority of VASP activity in New Zealand occurs through non‑cash, account‑based 
digital platforms that require customers to use bank transfers or other electronic 
payment methods. Digital platforms support common retail uses such as investment, 
trading, and transfers of value. This includes retail‑facing platforms such as Easy Crypto 
and Sharesies, alongside smaller providers offering more specialised services. 

20. Cash‑based access to virtual assets represents a narrower and higher‑risk subset of the 
sector. At present, the only known mechanism in New Zealand that enables the direct 
conversion of cash into virtual assets is through crypto ATM machines, which launched in 
New Zealand in 2023. Crypto ATMs are physical kiosks that allow users to deposit cash 
and receive a corresponding amount of cryptocurrency transferred to a digital wallet. In 
some cases, crypto ATMs also support stablecoins, a different form of virtual asset. 

21. The economic rationale for legitimate investors using crypto ATMs is less clear than 
remitters. New Zealand‑based crypto ATM operators charge service fees of approximately 
10 to 20 percent per transaction. By comparison, online virtual asset exchanges typically 
offer access to the same assets for fees of less than one percent when transactions are 
conducted using bank accounts or cards. 

 
18 See section 28 of the Act. Wire transfers refer to transactions that transfer funds by electronic means.  
19 Review of the Money Remittance Market in New Zealand:  A report on the problems affecting the 
remittance services between New Zealand and the Pacific, 2017, prepared by Deloitte for the Treasury. 
20 See section 68 of the Act. 
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Virtual asset service providers are supervised reporting entities under the Act 

22. VASPs are reporting entities under the Act and are supervised by the DIA.   

23. Virtual assets are defined in the AML/CFT (Definitions) Regulations 2011.21  The Act adopts 
a technology‑neutral, activity‑based definition of virtual assets that broadly reflects the 
Financial Action Task Force (FATF) standard. It refers to a digital representation of value 
that can be transferred or traded electronically and used for payment or investment 
purposes.  

24. While many virtual assets fall within the Act’s definition, not all virtual assets can be 
offered for cash or are suitable to launder money. Consequently, some virtual assets do 
not present the same high risks as cryptocurrencies.  

25. VASPs, including crypto ATM providers, are required to undertake customer due diligence 
requirements and provide prescribed transaction reporting (PTR) to the NZFIU. This 
includes all transactions over $1,000 except when the involved parties are known to be 
based in New Zealand,22 and any large cash transaction of $10,000.23  

26. Internationally, there is a growing body of evidence that Crypto ATMs are being used to 
launder criminal proceeds.24 Overseas jurisdictions, such as Australia, the United States 
of America, the United Kingdom, and Singapore are taking action through implementing 
limits and bans in response to risks of criminal misuse.25 

A similar offence and penalty framework exists in the Act that could be replicated 

28. Cabinet’s in‑principle agreement provides that the offences and penalties for the 
proposals should align with existing cash‑based prohibitions in the Act. The relevant 
comparator is provided for in sections 67A (the offence) and 105A (the penalty) which 
prohibit persons in trade from selling specified articles such as jewellery, watches, 
precious metals or stones, motor vehicles and ships for cash transactions above a 
prescribed threshold, set in regulations at $10,000.26 

29. The framework combines strict liability offences for prohibited conduct with escalating 
consequences for more culpable behaviour, supporting proportionate and consistent 
enforcement. Under this approach, the same prohibited cash transaction can attract 
different legal outcomes depending on whether the conduct was inadvertent, deliberate, 
or reflects broader failures to meet AML/CFT obligations. 

 

 

 
21 AML/CFT (Definitions) Regulations 2011, regulation 4.  
22 Ibid, regulation 15AA 
23 Ibid, regulations 10 and 15AA 
24 iowaattorneygeneral.gov/media/cms/CryptoPresserFactSheet 025A49CA1858C.pdf; $3 million lost to 
cryptocurrency ATM scams in 12 months may be just the tip of the iceberg | Australian Federal Police; 
Powers proposed to tackle high-risk products services and channels | AUSTRAC; The role of virtual 
currency automated teller machines in laundering the proceeds of crime 
25 Crypto ATM providers to meet minimum standards | AUSTRAC; Anti-Money Laundering and Counter-
Terrorism Financing Amendment Bill 2026 – Parliament of Australia; FCA takes action against 
unregistered crypto ATM operators in Leeds | FCA; MAS Issues Guidelines to Discourage Cryptocurrency 
Trading by General Public 
26 AML/CFT (Definitions) Regulations 2011, regulation 5AC 

https://www.legislation.govt.nz/secondary-legislation/pco-drafted/2011/222/en/latest/#LMS966347
https://www.legislation.govt.nz/secondary-legislation/pco-drafted/2011/222/en/latest/#LMS966347
https://www.iowaattorneygeneral.gov/media/cms/CryptoPresserFactSheet_025A49CA1858C.pdf
https://www.afp.gov.au/news-centre/media-release/3-million-lost-cryptocurrency-atm-scams-12-months-may-be-just-tip-iceberg
https://www.afp.gov.au/news-centre/media-release/3-million-lost-cryptocurrency-atm-scams-12-months-may-be-just-tip-iceberg
https://www.austrac.gov.au/new-and-media/news/powers-proposed-tackle-high-risk-products-services-and-channels
https://fintrac-canafe.canada.ca/intel/advisories-avis/atm-ga-eng
https://fintrac-canafe.canada.ca/intel/advisories-avis/atm-ga-eng
https://www.austrac.gov.au/crypto-atm-providers-meet-minimum-standards
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r7448
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r7448
https://www.fca.org.uk/news/press-releases/fca-takes-action-against-unregistered-crypto-atm-operators-leeds
https://www.fca.org.uk/news/press-releases/fca-takes-action-against-unregistered-crypto-atm-operators-leeds
https://www.mas.gov.sg/news/media-releases/2022/mas-issues-guidelines-to-discourage-cryptocurrency-trading-by-general-public
https://www.mas.gov.sg/news/media-releases/2022/mas-issues-guidelines-to-discourage-cryptocurrency-trading-by-general-public


13 

Is the comparator framework appropriate to be replicated for the proposals?  

30. When section 67A was introduced in the Act in 2023, the Criminal Activity Intervention 
Legislation Bill was assessed for consistency with the New Zealand Bill of Rights Act 1990 
(NZBORA). No substantial issues were raised at that time in relation to strict liability. 27 

31. The Ministry considers that the framework raises tensions with established criminal justice 
principles due to the combination of strict liability, significant financial penalties, and the 
availability of imprisonment.  

32. Strict liability offences are typically associated with lower-level penalties. However, 
sections 67A and 105A provide for fines of up to $300,000 for individuals (proposed to 
increase to $500,000 under Problem Two) and up to $5 million for bodies corporate. Non-
compliance with section 67A may also attract a term of imprisonment of up to 2 years for 
individuals (not proposed to increase under Problem Two).  

33. Strict liability offences are generally inappropriate where imprisonment is available and 
must be assessed on a case-by-case basis. The Ministry communicates this position 
across the public sector when vetting proposed new legislation, and does so for the 
following reasons: 

• Strict liability offences lack a mental element (mens rea), such as knowledge or 
recklessness, which serves as an important safeguard against disproportionate 
punishment. The absence of a mental element shifts the burden onto the defendant 
to demonstrate a defence. 

• Imprisonment represents the fullest imposition of the criminal law and is reserved 
for morally culpable conduct; conduct which society considers blameworthy and 
should be subject to denouncement and punishment by way of criminal conviction 
and imprisonment. Conduct which is morally culpable and blameworthy usually 
includes a mental element. 

Areas of concern where the proposals may limit NZBORA rights  

34. The absence of a mental element in section 67A engages the right affirmed in section 25(c) 
of NZBORA; to be presumed innocent until proven guilty. 

35. The potential limit on NZBORA is of particular concern where the proposed offences and 
penalties apply beyond AML/CFT reporting entities. Most of those subject to the proposals 
would be part of a highly regulated population; AML/CFT reporting entities that are subject 
to supervision and expected to understand and comply with clearly defined statutory 
obligations. In this setting, the acceptance of cash is a controlled commercial activity, 
where obligations are known and compliance can reasonably be ensured.  

36. The proposals, however, will also apply to ‘persons in trade’ who are not reporting entities. 
While 67A already captures ‘persons in trade’, we consider there is a possibility that some 
(i.e. a local dairy owner that has a remittance service) may not be as informed of their 
obligations as reporting entities, be unaware of the consequences, and a term of 
imprisonment may be disproportionate in these circumstances.  

37. However, officials also consider that ‘persons in trade’ ought to be aware of their 
obligations as they are carrying out highly regulated activities. DIA, as supervisor, already 

 
27 20220914-Criminal-Activity-Intervention-Legislation-Bill-Consistency-with-NZBORA-as-amended.pdf, 
see pages 3-5 

https://www.justice.govt.nz/assets/Documents/Publications/20220914-Criminal-Activity-Intervention-Legislation-Bill-Consistency-with-NZBORA-as-amended.pdf


14 

invests significant resource in educating and supporting the sector to comply with 
obligations, such as through guidance and codes of practice.28  

Recommended approach for replicating these offences and penalties in the Bill  

38. Where non-compliance is knowing or reckless (mens rea), officials consider imprisonment 
to be an appropriate penalty given vulnerabilities to ML/TF. The Ministry considers it best 
practice to require mens rea where imprisonment is available. This ensures the most 
severe penalties are reserved for the most serious conduct and mitigates the risk of 
unjustified limits on NZBORA rights.   

39. If no mens rea is required in the offence, it is a strict liability offence. Penalties should not 
include imprisonment and should be limited to financial penalties, consistent with 
established criminal justice principles.  

40. The recommended approach to offences and penalties in the Bill for virtual assets and IFTs 
of remittances is as follows: 

• Non-compliance with the restriction should give rise to either a full criminal or strict 
liability offence. The full criminal offence applies where non-compliance is 
accompanied by mens rea, while the strict liability offence captures instances of 
non-compliance regardless of intent.  

• Imprisonment and/or a financial penalty should be available where non-
compliance is committed knowingly or recklessly.  

• Only a financial penalty should be available where non-compliance occurs without 
an established mens rea.  

41. The graduated approach to penalties ensures the regime remains effective, deterrent and 
enforceable, while reserving imprisonment for the most serious conduct. 

What is the policy problem or opportunity? 

Policy problem: responding to the misuse of cash in high-risk sectors 

42. Gangs and TSOC groups generate substantial criminal proceeds from activities such as 
drug supply and large‑scale fraud and scam offending. Regardless of the underlying 
activity, criminal proceeds are often generated in cash and are used to sustain criminal 
operations, maintain power and influence, and fund further offending. To realise profit, 
gangs and TSOC groups must convert physical cash into forms of value that can be 
transferred offshore to pay overseas associates, suppliers, or facilitators, or otherwise 
integrate into international financial networks.  

43. Cash presents elevated money‑laundering risk because its physical and anonymous 
nature allows value to enter financial and payment systems without clear records showing 
the source of funds. Once cash is converted into internationally transferable value and 
moved offshore, detection, disruption, and recovery of criminal proceeds become 
substantially more difficult.  

 
28 See pages 51 – 53 of the main RIS. 
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44. The following case study demonstrates the relationship between TSOC, IFTs and money
laundering:

45. Money remitters and VASPs provide two high-risk services through which cash can be
converted into internationally transferable value. While both services are subject to
AML/CFT obligations as reporting entities, current settings do not sufficiently mitigate the
specific risks arising at the point where physical cash is accepted and transferred overseas 
or directly converted into virtual assets.

46. Money remitters and VASPs can convert physical cash into transferable value that is sent
offshore or on‑chain almost immediately, before the source of funds can be fully verified.
Regulators and law enforcement consequently have less opportunity to identify risk and
intervene before funds are transferred offshore or converted into transferable digital value.
By contrast, bank‑based international transfers operate through account‑based systems
that generally provide greater transaction visibility and ongoing engagement beyond the
initial cash deposit, and are therefore not the focus of this problem definition.

47. The National Risk Assessment 2024 has identified money remitters and virtual assets
among the highest-risk sectors within the AML/CFT system.29  However, the nature of the
risk and the available evidence of criminal misuse differs between these sectors.

Sector specific risks and evidence of harm: Money remitters 

48. Domestic evidence of criminal misuse is stronger for money remitters, reflecting their
established role in facilitating IFTs and their recurring appearance in enforcement and
intelligence reporting. Cash-based money remitters offer accessibility, speed, and global
reach,30 which are attractive to transnational drug-traffickers and international scam
networks seeking to move criminal proceeds offshore.31

49. The elevated risk associated with cash‑based money remitters is reflected in domestic
enforcement experience. In one recent high‑profile prosecution, a money remitter was
found to have assisted in laundering approximately $18 million for a drug syndicate, with
the owners receiving prison sentences of up to six years.32  As supervisor, DIA has issued
25 formal warnings to money remitters since 2014, taken six civil proceedings since 2017,
and prosecuted three criminal cases for AML/CFT non‑compliance.

Cryptocurrencies and crypto ATMs 

29 fiu-nra2024.pdf, see page 34 
30 fiu-nra2024.pdf, see page 38 
31 fiu-nra2024.pdf, see page 38 
32 Auckland money launderer Ye Hua has prison sentence reduced on appeal | RNZ News 

Illustrative case study: Increased methamphetamine use in New Zealand 
Wastewater testing indicated a doubling of meth use in New Zealand in 2024.  Since 2020, there 
has been an increase of 266 percent in meth seized here and offshore. Justice sectors officials 

have estimated the societal cost of meth to the community to be $1.5 billion in 2024. 

As meth is not manufactured in New Zealand, domestic criminals must pay overseas criminal 
organisations (predominantly in Southeast Asia and South America) to import it to New Zealand 

(often via the Pacific). By operating in physical cash, criminals make it harder for law enforcement 
to ‘follow the money’. However, to make payments for drug imports, they must make use of 

international funds transfer services to move their cash revenues offshore. This allows criminals to 
make payment for meth without alerting law enforcement and further profit from their crimes. 

see explanatory note at bottom of page

This explanatory note corrects an error in the above Illustrative 
case study: Increased methamphetamine use in New Zealand. 
The RIS Addendum considered by Cabinet stated that "meth is not 
manufactured in New Zealand…". This statement was incorrect as 
methamphetamine can be manufactured in New Zealand. The text 
should instead read: "As meth is not solely manufactured in New 
Zealand…"

https://www.police.govt.nz/sites/default/files/publications/fiu-nra2024.pdf
https://www.police.govt.nz/sites/default/files/publications/fiu-nra2024.pdf
https://www.police.govt.nz/sites/default/files/publications/fiu-nra2024.pdf
https://www.rnz.co.nz/news/national/565702/auckland-money-launderer-ye-hua-has-prison-sentence-reduced-on-appeal
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50. By contrast, domestic evidence of misuse of virtual assets, particularly cryptocurrencies, 
is less developed. International experience and NZFIU reporting indicate that 
cash-to-virtual-asset services are an established method for disguising criminal proceeds 
and placing value in the legitimate financial market. 

51. Crypto ATMs are assessed as a high‑risk product because they are inherently cash‑based 
and enable rapid, irreversible international transfer of value once conversion occurs. 
Transactions are difficult to trace due to the pseudo‑anonymous nature of cryptocurrency 
wallets, which do not contain personal identifying information unless later linked to an 
individual through investigation. This allows cash‑to‑virtual‑asset transactions to occur 
without using traceable intermediaries, such as banks, including through the use of 
third‑party wallets. Combined with the relatively recent emergence of crypto ATM services 
and evolving regulatory controls, these characteristics materially increase risk. 

52. The Ministry is aware of some recent cases of crypto ATMs being misused for fraud, 
including scam-related offending.33 However there is not yet a developed domestic 
evidence base demonstrating the use of crypto ATMs to launder money or move criminal 
proceeds offshore. The case for restricting the conversion of cash for virtual assets is 
therefore preventative and risk‑based, informed by international evidence, inherent 
characteristics of these assets and services, emerging case-studies, and observed 
limitations in regulatory measures rather than extensive domestic enforcement outcomes.  

53. The Ministry and regulatory AML/CFT supervisors have introduced measures to mitigate 
money laundering risk in high-risk sectors, including the existing limit on cash transactions 
for certain high-value goods. However, current regulatory settings do not sufficiently 
constrain high-risk cash transactions in IFTs and virtual assets. As a result, current 
regulatory settings leave vulnerabilities that undermine the effectiveness of the AML/CFT 
regime, particularly in constraining high‑risk cash transactions and preventing 
displacement between comparable cash‑based services. 

54. Without further changes, the Ministry considers that money remitters and VASPs will 
continue to be vulnerable to cash-based misuse by criminals to launder money. 

Policy opportunity: Cabinet has made in-principle decisions to address this problem 

55. Cabinet has agreed in‑principle to two policy responses to address the criminal misuse of 
cash in IFT of remittances and virtual assets, drawing on advice from the April report of the 
TSOC MAG. These include: 

• prohibiting businesses from accepting cash payments above a specified threshold 
of over $5,000 for international funds transfer services; and 

• prohibiting virtual currency Automatic Teller Machines (crypto ATMS) 

56. The Ministry considers the solutions agreed to in-principle by Cabinet could be refined to 
ensure that legitimate and low-risk uses continue, consistent with a proportionate, 
risk-based AML/CFT regulatory approach. 

57. To achieve this, the problem definition must be balanced against the legitimate use of 
cash, IFT of remittances, and virtual assets: 

• Cash is legal tender, providing a secure, immediate and private medium of 
exchange for New Zealanders who rely on it. 

 
33 The Financial Markets Authority recently received two scam complaints in which crypto ATMs were 
used to transfer funds to scammers. The victims suffered losses of approximately $1,600 and $13,000 
respectively; Tens of thousands lost to crypto ATM scams, ombudsman says | RNZ News  

https://www.rnz.co.nz/news/business/590620/tens-of-thousands-lost-to-crypto-atm-scams-ombudsman-says
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• Remitters provide an important financial service, particularly for seasonal workers 
from the Pacific, migrants and the not-for-profit sector. Users choose to remit 
money (including cash) for a variety of reasons including to obtain value-for-money, 
cultural practice, disrupted financial infrastructure in their home country, or the 
absence of bank accounts.  For many Pacific peoples, remittances play a central 
role in supporting families and communities overseas. 

• Virtual assets and VASPs can offer new economic opportunities by reducing costs 
and frictions in payments and investment, supporting competition in financial 
services and contributing to broader productivity and growth objectives. 

Impacts on the general public 

58. Any major disruption to remittance and virtual asset services would have implications for 
legitimate customers. By making it harder and more expensive for criminals to operate, 
restrictions may also increase costs or reduce convenience for some legitimate users. 

59. The impacts of the proposals will be different for the customers of each service: 

• For money remitters, restricting cash will have impacts for vulnerable customers 
who use or receive cash because of factors such as age, disability, living remotely, 
lack of access to bank accounts or weak infrastructure overseas.  

• For VASPs, restricting cash for conversion of virtual assets will likely be less 
significant for vulnerable groups. Rather, it will limit options for those seeking 
economic freedom, wishing to access new markets conveniently. It also may have 
a chilling impact on market conditions, which could be contrary to Government 
policies supporting economic growth.  

60. To mitigate negative impacts on users, any restriction would need to be carefully set to 
capture the appropriate point where impacts on legitimate use is minimised while still 
impeding criminal activities, having regard to risks and evidence. 

What objectives are sought in relation to the policy problem? 

61. As outlined in the main RIS, the reforms seek to meet three high-level policy objectives: 

• Ensuring the AML/CFT system is effective in meeting the purposes of the Act.  

• Reducing unnecessary compliance costs for businesses. 

•   

62. Within these broad high-level objectives, the reforms seek to meet the following specific 
objectives for problem one: 

• Minimising negative impacts on the legitimate use of cash by New Zealanders not 
engaged in criminal activities. 

• Increasing the costs and difficulty of transferring funds offshore by criminals, 
thereby supporting law enforcement to tackle TSOC. 

• Future-proofing the Act by introducing tools that can appropriately respond to 
changes in risk and evidence of harm. 

What consultation has been undertaken? 

63. The following public sector agencies have been consulted on the proposals for problem 
one:  Department of Corrections, Department of Internal Affairs (DIA), Financial Markets 
Authority (FMA), Inland Revenue Department, Ministry of Business, Innovation, and 

s9(2)(d)
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Employment (MBIE), Ministry for Pacific Peoples, Ministry of Foreign Affairs and Tra  de, 
New Zealand Police including the NZFIU, Office of the Privacy Commissioner, Reserve 
Bank of New Zealand, the Treasury, and intelligence agencies.  

64. Timeframes in which the policy proposals have been developed allowed for some targeted 
consultation with impacted providers on Cabinet’s in-principle decisions.  

Consultation with money remitters 

65. To gauge stakeholder views on restricting IFT of remittances, the Ministry conducted a 
survey on Citizenspace with money remitters registered on the GoAML platform34 and with 
members of the Ministry’s IAG members. The survey was open for two weeks and included 
the limit amount of $5,000.  

66. Only 15 submissions were received, of which nine supported the proposal and six 
opposed. Of those that were money remitters, five were in support and three opposed.  

67. Supporters generally emphasised the crime disruption and AML/CFT benefits, arguing that 
a limit would close an established vulnerability, strengthen transparency, and align with 
modern risk-based expectations. Opposition centred on regulatory inconsistency and 
financial inclusion risks, highlighting that RSE workers, unbanked communities, and 
culturally cash reliant users may be disproportionately impacted by the proposal. In 
particular, vulnerable customers may be excluded or pushed toward informal or higher risk 
services if the rule is not carefully designed. 

68. Broader consultation would have helped us to better understand the nature and scale of 
the problem, the full range of options, and the impacts of the proposals. It would have been 
beneficial to understand the impacts on customers, particularly for known users of 
remittance services such as RSE workers and migrant communities.  

Consultation with crypto ATM providers 

69. The Ministry consulted New Zealand’s two Crypto ATM providers on prohibiting crypto 
ATMs. The Ministry met with both operators to hear their views, issues and suggestions. 
Officials also presented on the work to the IAG as part of seeking feedback on the wider 
workstream. 

70. Both LocalCoin and CoinFlip do not support a blanket ban of crypto ATM machines. In our 
engagement with one operator, they stated that ‘cryptocurrencies are central to the 
growing digital economy and are increasingly recognised as a legitimate form of 
investment’. They consider that banning crypto ATMs will take away choice from everyday 
New Zealanders, reduce financial inclusion and could risk driving customers to 
unregulated alternatives such as offshore cryptocurrency exchanges.  

71. This operator suggested alternative measures to a ban, including introducing a $10,000 
transaction limit on cash payments for international fund transfer services. Other options 
included restricting the sharing of accounts, mandatory scam warnings, and increased 
monitoring of transactions. 

Section 2: Assessing options to address the policy problem 

What criteria will be used to compare options to the status quo? 

72. The following criterion have been used to assess options:  

 
34 GoAML is a secure online tool, used by reporting entities to submit reports to the FIU. 
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Part A: Options responding to the misuse of cash via money remitters 

Form of the restriction for international fund transfers of remittances 

Option one – Status quo 

78. The Act would continue to allow money remitters to accept cash for IFTs without limits. 
Regulators and law enforcement would continue to rely on other measures such as 
enhanced customer due diligence, sector supervision, and reporting requirements, to 
manage high risks from remitters.   

79. Regulators and law enforcement continue to sanction remitters that do not comply with 
their obligations under the Act (e.g. to conduct customer due diligence) with civil or 
criminal penalties. Remitters that knowingly or recklessly facilitate money laundering can 
also be charged with money laundering under the Crimes Act.35  

Option two – Limit cash transactions above threshold levels (Ministry preferred)  

80. Option two would seek to make it harder and more expensive for criminals to operate. It 
would allow limits to be set in regulations on the amount of cash that a money remitter or 
person in trade (referred to going forward as remittance services) could accept for IFTs.  

81. Option two would take an evidenced-based approach to setting the type and value of the 
cash-transaction threshold. Cash transaction limits could involve one total dollar 
transaction limit, daily or monthly limits, limits for specific customers (such as new 
customers), or a combination of these options. Any restrictions would aim to minimise the 
impact on legitimate use while still impeding criminal activities, informed by data on use, 
ML/FT risks, and harm to New Zealanders. If sufficient evidence arises that transaction 
limits are not mitigating the risks and harm of criminal misuse of remittance services, then 
regulations could be made to ban cash-based transactions entirely.  

82. The limit would be supported by an offence and penalty that replicates the construction of 
the prohibition on certain cash transactions for high-value goods above a threshold in 
section 67A. Section 98 of the Act sets out defences for non-compliance with the Act and 
would also apply. 

Option three – Prohibit cash transactions entirely 

83. Option three would stop remittance service providers from accepting cash-transactions 
for IFT entirely. This prohibition would be a statutory ban in primary legislation.  

84. As with option two, the prohibition would be supported by an offence and penalty, 
including a defence, that replicates the prohibition on certain cash transactions for high-
value goods above a threshold in section 67A. 

  

 
35 See sections 243 – 245 of the Crimes Act 1961 
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86. The Ministry considers option two directly targets criminal misuse by increasing the cost, 
effort, and exposure of transferring criminal funds. Criminal actors are likely to split up 
transactions or engage repeatedly, increasing fees, reducing efficiency, and raising the 
likelihood of detection by supervisors and the NZFIU.  

87. Option two preserves legitimate use of cash‑based remittances by allowing low‑value IFTs 
to continue, supporting migrant and Pacific communities, RSE workers, and others who 
rely on cash‑based remittances. This approach is more consistent with international 
comparators, where complete bans on cash-based remittances do not feature, and  
supports continued public confidence in the AML/CFT system. It will be important to 
consult the public to ensure the threshold value supports legitimate use. 

88. A key strength of option two is its flexibility. Setting cash transaction limits through 
regulations enables thresholds to be adjusted over time in response to emerging risks, 
supervisory experience, and evidence of harm. This allows for escalation, including a move 
to tighter limits or a prohibition, if circumstances change, while avoiding premature 
over‑regulation where domestic evidence does not yet support it. 

89. Option two also supports a more coherent offences and penalties framework for high‑risk 
cash transactions. By introducing limits on cash transactions above threshold levels for 
IFTs, the option aligns the treatment of remittances with existing prohibitions on high‑value 
cash transactions in other high‑risk sectors, such as precious metals. This promotes 
proportionality and consistency across sectors that present comparable money 
laundering risks and reduces the risk of criminal activity being displaced from one lightly 
regulated cash‑based sector to another. A more aligned framework for offences and 
penalties also supports New Zealand’s obligations under the FATF standards. 

Feedback from other government agencies  

90. NZ Police supports restricting cash transactions above a limit for IFT by money remitters.  

91. DIA acknowledges the potential benefit of a limit and notes that it would incorporate the 
threshold into its supervision of the sector, in accordance with a risk-based approach.  

92. MBIE supports enabling cash transaction limits through regulations rather than imposing a 
blanket ban, as this better preserves legitimate use while allowing the regime to respond 
to risk. MBIE noted that threshold design will be important to minimise impacts, 
particularly for migrant and Pacific communities, RSE workers, unbanked users and small 
providers where de-banking limits access to non-cash alternatives. 

93. The Ministry for Pacific Peoples have advised that remittance plays a critical role for Pacific 
peoples supporting families and communities overseas, including participants in the RSE 
scheme and holders of Accredited Employer Work Visas. Restrictions on cash-based 
transfers may reduce the ability of some users to remit funds, potentially increasing 
financial hardship, and affecting labour mobility and foreign policy objectives.  Any new 
restrictions should preserve access to lawful and practical rchannels as there is a risk that 
activity shifts toward informal or less regulated channels where banking infrastructure is 
limited. The overall impact will depend on how transaction thresholds are calibrated in 
practice and new offences and penalties imposed, including how they apply across 
transactions and users. 
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Part B: Options responding to the misuse of cash via virtual asset conversion 

Sub-issue 1: Scope of the cash transaction restriction on virtual asset conversion 

94. Sub-issue one considers options for the scope of the restriction (i.e. who or what is 
restricted from accepting cash payments). 

Option one: Status quo 

95. Option one would maintain the status quo and not introduce any restriction on the 
conversion of cash into virtual assets. 

Option two: Targeted restriction applied to crypto ATMs 

96. Option two would apply a restriction on cash transactions only to crypto ATM machines, as 
agreed in-principle by Cabinet. Operators would be required to either remove machines (in 
the case of a prohibition) or ensure that machines only accept cash payments up to a 
specified threshold. 

Option three: Preventative restriction applied to specified virtual assets in 
regulation (Ministry preferred) 

97. Option three would restrict the amount of cash that a person in trade could accept for 
conversion into virtual assets, as specified in regulation. The option targets the conversion 
of cash into virtual assets directly, rather than the specific technology or business model 
used. This allows regulations to be updated in response to changes in technology, access 
methods, risks and evidence of harm.  

98. Regulations would specify cryptocurrencies as within scope, thereby capturing 
cash‑to‑virtual‑asset conversion facilitated through crypto ATM machines. 

99. By applying to all persons in trade, the restriction would capture a broader range of activity, 
including actors outside the VASP sector. For example, option three would capture a 
money remitter who converts virtual assets for cash from their own wallet. 

100. Exemptions are available for low‑risk providers where appropriate. Under the Act, Cabinet 
and the Minister can issue exemptions from AML/CFT obligations based on criteria, 
including the risks posed by the applicant’s business. 

Option four: Restriction applied to specified virtual assets in primary legislation  

101. Option four would specify virtual assets, or classes of virtual assets, subject to the 
restriction in primary legislation. Cryptocurrencies are proposed initially given their current 
accessibility for cash conversion.  

102. The option would enable Parliament to respond to changes in access, risk and evidence of 
harm.  It also reflects that not all virtual assets can be purchased with cash or present 
significant ML/TF risks. Virtual assets such as tokenised financial assets operate within 
identity-verified environments that do not pose the same high risks as cryptocurrencies. 

103. As with option two, exemptions could be granted for genuinely low-risk providers where 
appropriate. 









28 

What option is likely to best address the problem, meet the policy objectives, and 
deliver the highest net benefits? 

104. Option three is the Ministry’s preferred scope for a restriction on cash transactions for 
virtual asset conversion. It would apply a restriction to the acceptance of cash by persons 
in trade for conversion into virtual assets, rather than to a specific technology or asset 
class, with the virtual assets in scope specified through regulation. 

105. The Ministry considers option three directly targets the source of risk: the conversion of 
physical cash into internationally transferable virtual assets. By focusing on cash‑to‑virtual 
asset conversion, the option reduces opportunities for criminal actors to circumvent 
controls by shifting between different service providers or access methods.  

106. A key advantage of option three is its ability to manage displacement risk and remain 
effective as technology evolves. By focusing on the activity rather than the delivery 
mechanism, it ensures similar risks are treated consistently across sectors and reduces 
the likelihood that gaps can be exploited as business models change. This provides a more 
effective and durable response than a technology‑specific approach. 

107. The option enables targeted and proportionate implementation through regulation. While 
the primary power is broad, regulations would confine the restriction to virtual assets that 
can be directly purchased with cash and present the highest ML/TF risk (such as 
cryptocurrencies). This safeguard limits unnecessary impacts on lower‑risk activities while 
reducing compliance costs and preserving legitimate market activity. 

108. While option three introduces some initial uncertainty until regulations are finalised, this 
can be managed through clear regulatory scoping and consultation. Over time, the ability 
to adjust scope through regulation supports a regime that remains fit for purpose as risks 
and technologies evolve. 

109. Any potential chilling effect or market uncertainty associated with a broader enabling 
power can be mitigated through clear regulatory design, consultation, and the use of 
exemptions for genuinely low-risk providers. The restriction applies only to transactions 
involving physical cash, which is the highest-risk entry point, and does not affect most 
legitimate virtual asset activity conducted through non-cash channels. 

110. On balance, option three delivers the highest net benefits over time. It improves the 
effectiveness and resilience of the AML/CFT system, manages displacement risk, and 
allows controls to evolve in line with emerging technologies and evidence of harm, while 
maintaining proportionality through targeted regulatory design. 

Feedback from other government agencies  

111. New Zealand Police supports widening the scope to capture virtual assets where a 
cash-transaction limit is applied (refer to problem two).  

112. DIA supports applying the definition of virtual assets to broaden the scope of the 
restriction. 

113. MBIE considers the choice between options three and option four to be finely balanced. 
Both address displacement risk more effectively than a crypto ATM specific approach. 
Option three provides greater flexibility to respond to new cash-to-virtual asset models but 
creates greater uncertainty for VASPs and consumers, and may have a wider chilling effect 
on adjacent digital-asset activity if the scope is not clearly confined. Option four provides 
greater upfront certainty by specifying the affected virtual assets in primary legislation, and 
may better align the primary legislation with the current evidence base. 
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Sub-issue 2: Form of the cash transaction restriction on virtual assets  

114. Sub-issue two considers the form the restriction would take (i.e. how cash payments are 
restricted). 

Option one: Status quo 

115. The Act would continue to allow persons in trade, including crypto ATM providers, to accept 
cash in exchange for virtual assets. Regulators and law enforcement would rely on existing 
AML/CFT obligations, reporting requirements, and general criminal offences to manage 
risks. 

116. Additional requirements could be introduced through regulation‑making powers, including 
new information collection and due diligence requirements.36 However, these measures 
are unlikely to mitigate the key risks associated with virtual assets, including wallet 
pseudo-anonymity and wallet-sharing practices. 

117. Offences and penalties available to regulators and law enforcement correspond to non-
compliance with requirements in the Act and general criminal offences in the Crimes Act.37  

Option two:  Restrict cash transactions to above threshold levels (Ministry 
preferred) 

118. Option two would restrict the amount of cash that a person in trade can accept in exchange 
for virtual assets, making it more difficult and costly for criminals to exploit these services. 

119. The option would enable regulations to set out:  

• the virtual assets subject to restriction (e.g. cryptocurrencies, stable-coins);  

• the circumstances in which restrictions would apply (e.g. tighter restrictions could 
apply for new customers); and 

• the dollar thresholds, above which cash-based transactions would be restricted.  

120. Regulations would need to be informed by data on legitimate use, ML/TF risks and evidence 
of harm to New Zealanders and calibrated to minimise impacts on legitimate users while 
reducing criminal misuse. 

121. Under this proposal, regulations could be made to ban cash payments for some or all types 
of virtual assets where evidence shows limits are insufficient.  

122. The limit would be supported by offences and penalties, including a defence, that aligns 
with the existing prohibition on high‑value cash transactions under section 67A. 

Option three:  Restrict cash transactions entirely 

123. Option three would ban a person in trade from accepting cash payments for virtual assets 
(or a class of virtual assets) entirely. This option would be included in primary legislation 
and supported by the same offences and penalties as option two.   

 
36 Section 30(b) of the Act enables the Government to prescribe further requirements to mitigate the risks 
of technologies that might favour anonymity via regulations.  
37 See sections 243 – 245 of the Crimes Act 1961 
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What option is likely to best address the problem, meet the policy objectives, and deliver 
the highest net benefits? 

124. Option two is the Ministry’s preferred form for a restriction on cash transactions for virtual 
asset conversion. It would introduce limits on cash transactions above threshold levels 
through regulation. 

125. Option two directly targets the risk associated with higher‑value cash transactions used to 
convert into virtual assets. By limiting the amount of cash that can be accepted, the option 
increases the cost and frequency of transactions, making transaction patterns more 
observable to supervisors and law enforcement and increasing the likelihood of detection. 
Overall, the option makes it more difficult for criminal actors to move illicit funds. 

126. A key advantage of option two is that it enables a graduated, risk‑based response. 
Thresholds can be calibrated to target higher‑risk transactions while allowing controlled 
legitimate use and can be adjusted over time in response to changes in risk and evidence 
of harm, up to and including a prohibition where necessary. This provides a more 
proportionate and adaptable response than an immediate ban. 

127. Option two also provides a more proportionate penalty framework. While offences and 
penalties are necessary to deter non‑compliance, applying maximum penalties equivalent 
to a full prohibition may not be commensurate with the current domestic evidence base. A 
transaction‑limit approach ensures penalties remain aligned with risk, while still allowing 
escalation if warranted. 

128. Although some criminal misuse is likely to persist, option two increases the overall cost, 
risk, and difficulty of laundering cash through virtual assets, without displacing activity as 
significantly as a full prohibition. It also avoids the immediate disruption to legitimate users 
and businesses associated with a ban. 

129. On balance, the Ministry considers option two delivers the highest net benefits by 
strengthening the effectiveness of the AML/CFT regime while maintaining proportionality 
and enabling a graduated regulatory response. It provides the tools to constrain higher‑risk 
cash transactions now, while retaining the flexibility to respond to increasing evidence of 
harm over time, including through increasingly tighter limits or a prohibition if warranted. 

 Feedback from other government agencies  

130. New Zealand Police supports a full ban on Crypto ATMs. They have expressed concern that 
the daily thresholds and enhanced CDD requirements set in some jurisdictions have done 
little to mitigate the risks inherent in Crypto ATMs.  

131. DIA acknowledges the potential benefit of a limit and notes that it would incorporate the 
threshold prohibition into its supervision of the sector, in accordance with a risk-based 
approach.  

 

Is the Minister’s preferred option in the Cabinet paper the same as the agency’s 
preferred option in the RIS? 

132. Yes, the Minister’s preferred options in the Cabinet paper is the same as the Ministry’s 
preferred option.  
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Section 3: Delivering an option 

How will the proposal be implemented? 

133. As indicated in the main RIS, the Government intends to  
 

which is intended to enable reporting 
entities to become familiar with the changes and make the necessary transition. 

134. Proposals will require regulations be developed to set the transaction limit value, prescribe 
virtual assets in scope, and infringement penalties. Officials intend for regulations to be 
developed, publicly consulted, and in force at the at the same time as the Bill is passed in 

  

135. A potential unintended consequence of transition period is that virtual assets, particularly 
cryptocurrencies, and IFT of remittances will continue to be misused by criminals until the 
proposals become operational. Agencies will continue to prioritise intelligence and 
supervisory activity during this period to partially mitigate the risks from the transition 
period.  

136. DIA officials currently consider the money remittance and VASP sectors as its highest risk 
sectors and applies significant supervisory resource to them. This will continue through 
until the proposal is enacted to ensure the risks are mitigated as best possible. For the 
money remittance sector, this is also supported by a National Strategy work programme 
item to establish a cross-agency coordination mechanism to combat money remitters 
actively avoiding regulatory oversight.38 

How will the proposal be monitored, evaluated, and reviewed? 

137. As indicated in the main RIS, New Zealand will undergo a MER in 2028/29 which will 
comprehensively evaluate our AML/CFT system for both effectiveness and technical 
compliance with Recommendations. The MER, and our subsequent rating by the FATF, will 
be an early indication of the impact of these proposals and where there might still be gaps 
or improvements. 

138. The prohibition will be integrated into existing AML/CFT regulatory supervision 
arrangements. Supervisors and New Zealand Police will monitor compliance trends and 
reporting, enforcement activity, and indicators of displacement through routine monitoring 
and intelligence sharing. Where necessary, additional data on cash-based transactions 
and compliance outcomes may be collected to support monitoring 

 
38 Anti-Money Laundering and Countering Financing of Terrorism Work Programme, 2026 – 2030, see 
page 3. 

Protection of international reputation and capital flows. 

Total 
monetised 
benefits 

 N/A N/A 

Non-
monetised 
benefits 

 High  Low - 
Medium 

s9(2)(f)(iv)

s9(2)(f)(iv)

https://www.justice.govt.nz/assets/Documents/Publications/AML-CFT-Work-Programme-2026-2030-v2.pdf
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139. Any requirements set in regulation will require ongoing monitoring. This includes the list of 
specified virtual assets and any limits or thresholds supporting a restriction on cash-
transactions. Where noteworthy changes in risk, legitimate use and harm are identified in 
relation to the proposals, officials will provide advice to the Minister and Cabinet, as 
provided for in the Act, to ensure regulations remain fit-for-purpose. Reporting entities and 
other stakeholders impacted by the proposals will be able to raise system issues and apply 
for any exemptions through established channels. 

140. MBIE noted in their feedback that implementation should monitor whether restrictions 
increase prices, reduce service availability, or displace activity into informal or higher-risk 
services.  

Problem two:  weak enforcement responses across the non-
compliance spectrum  

Section 1: Diagnosing the policy problem 

What is the context behind the policy problem and how is the status quo expected 
to develop? 

Key information from the main RIS  

Less serious and straight-forward non-compliance 

141. The main RIS assessed two options to expand intermediary enforcement tools under the 
AML/CFT Act; an infringement offence scheme and an administrative offence regime.  It 
concluded that an infringement regime best addressed the policy problem to fill the 
enforcement gap, providing tools to sanction less serious and straight-forward non-
compliance with the Act. 39 

Serious non-compliance 

142. The main RIS assessed three high level options for addressing serious non-compliance:  

1) increasing the maximum fines and penalties to bring them into line with 
comparable domestic regimes; 

2) introducing a penalty unit system which would use penalty units to calculate 
maximum fines; and 

3) tying penalties to another factor such as the size of the business or the 
commercial gain from offending. 

143. The main RIS concluded that options one and three would best address serious non-
compliance with AML/CFT obligations.40 

Cabinet agreed to strengthen enforcement responses across the non-compliance 
spectrum in 2025  

144. On 30 June 2025, Cabinet agreed to introduce a power, to be given effect through 
secondary legislation, to develop an infringement offence scheme for acts of non-
compliance with the Act [CAB-25-MIN-0225 refers]. 

145. Cabinet also agreed in principle to: 

 
39 See page 66 of the main RIS 
40 See page 71 of the main RIS 



 

37 

• increase maximum penalties (financial and imprisonment) for civil pecuniary 
penalties and criminal penalties in line with those in comparable domestic regimes to 
ensure penalties are proportionate and dissuasive in all instances; and 

• enable the maximum civil pecuniary penalties and criminal financial penalties to be 
the greater of the prescribed maximum fine, a multiple of commercial gain or 
percentage of turnover to ensure penalties are proportionate and dissuasive in all 
instances. 

146. Cabinet agreed that final decisions on penalty levels would be sought when a draft Bill is 
presented to Cabinet for introduction to the House of Representatives. 

But infringements offences will now be included in primary legislation  

147. Parliamentary Counsel Office (PCO) have advised their drafting preference is to include the 
specific acts or omissions constituting an infringement offence in primary legislation. 
While fees for each individual infringement offence will continue to be progressed in 
secondary legislation.  

148. Cabinet will make final decisions on the which infringement offences should be included 
in the Bill at the same time as it considers the final Bill ahead of introduction of the AML/CFT 
statutory reform package. 

What is the policy problem or opportunity?  

149. Reporting entities have core obligations under the AML/CFT Act that are designed to 
protect the integrity of New Zealand’s financial system and to disrupt money laundering 
and terrorism financing (ML/TF). Effective compliance with these obligations depends on 
supervisors having access to proportionate, graduated, and dissuasive sanctions that 
reflect the seriousness of non-compliance and the risks presented.  

150. The current AML/CFT framework does not provide supervisors and law enforcement with a 
sufficiently flexible or graduated enforcement toolkit across the full spectrum of 
non-compliance. Consequently, supervisors are constrained in their ability to respond 
proportionately, escalate enforcement in a way that promotes sustained compliance, and 
consistently across the full spectrum of non-compliance. This reduces deterrence, 
weakens the overall effectiveness of the enforcement framework, and increases the risk 
that harmful conduct persists or escalates. 

151. For serious non-compliance, existing maximum penalties do not adequately reflect the 
severity of the conduct and may lack sufficient deterrent effect, particularly for larger or 
multinational reporting entities such as banks or casinos. Many penalty levels have 
remained unchanged since 2009 and have not kept pace with inflation, evolving risks, or 
comparable regulatory regimes, diminishing compliance incentives over time. 

152. This problem is compounded when non-compliance is repeated, regardless of whether it 
occurs at the lower or higher end of the severity spectrum. Further, as criminal activity 
becomes more complex and better resourced, static and outdated penalty settings further 
reduce the deterrent effect of enforcement action and limit the practical options available 
to the courts. 

153. The following case study demonstrates an example of concerning behaviour that falls into 
the enforcement gap for serious non-compliance.41 

 
41 SkyCity Casino Management Limited 
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154. For less serious and straightforward instances of non-compliance, available responses are 
often limited to formal warnings or resource‑intensive civil or criminal proceedings, which 
can be disproportionate and may discourage timely intervention. As a result, supervisors 
face an enforcement gap for conduct that falls between these thresholds, where a warning 
may be ineffective, but court proceedings would be unnecessary. 

155. The following case study demonstrates an example of concerning behaviour that falls into 
the enforcement gap for less serious non-compliance: 

156. International and domestic reviews have identified these weaknesses. The 2021 Financial 
Action Task Force (FATF) Mutual Evaluation and 2022 Statutory Review acknowledged the 
Act does not currently provide AML/CFT supervisors with an effective and proportionate 
response to non-compliance. 

157. Without intervention, less serious but persistent non-compliance could continue without 
effective sanction. For more serious non-compliance, some reporting entities may 
continue to treat penalties as a cost of doing business rather than a deterrent. Law 
enforcement agencies may continue to prioritise cases involving the highest available 
penalties, resulting in some charges not being brought or being deprioritised where 
alternative offences with stronger penalty settings are available.  

 

 

Illustrative case study: Failure to file an annual report by the specified deadline 

The annual report is a strict requirement for all businesses with obligations under the 
Act and is an important product for the AML/CFT supervisors to understand the risks 

attached to its regulated population. A reporting entity must file their annual report by 
the specified deadline under s 60 of the Act 

As the annual report is a clearly defined requirement for businesses, a formal warning 
or enforceable under-taking can be an insufficient response to non-compliance with 

section 60. This is particularly so for reporting entities that have failed to do so multiple 
times.  However, the next available option for the supervisors to address this non-

compliance would be to take proceedings against businesses for committing a civil 
liability act under section 78. The penalty for non-compliance includes a term of 

imprisonment of not more than two years and a fine of no more than $300,000 for an 
individual or a fine of up to $5 million dollars for a body corporate. 

The Ministry considers such action is an inappropriate use of court resources and 
while the penalty may be dissuasive, we do not consider that the penalty level is a 

proportionate response to this type of non-compliance. 

 

 

Illustrative case study: New Zealand penalties compared to international benchmarks 

Current penalty levels risk New Zealand being seen as a weaker link in the 
international community. Comparable jurisdictions, including Australia, Canada and 

the United Kingdom allow the implementation of significantly larger penalties.  

In 2024 Australia imposed an AUD $67 million penalty on SkyCity Adelaide, whereas 
DIA was only able to obtain an NZD $4.16 million penalty to SkyCity in New Zealand 

for similar non-compliance.   
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Policy opportunity 

158. The main RIS has already considered the problem definition for problem two. Cabinet has 
agreed to introduce an infringement regime for less serious and straightforward non-
compliance and to increase penalties for serious non-compliance.  

159. This RIS addendum provides further options to deliver Cabinet’s direction to strengthen the 
Act’s offence and penalty settings, which require consideration.    

What objectives are sought in relation to the policy problem? 

160. As outlined in the main RIS, the work programme seeks to meet three high-level policy 
objectives: 

• Ensuring the AML/CFT system is effective in meeting the purposes of the AML/CFT Act.  

• Reducing unnecessary compliance costs for businesses. 

•   

161. Additional objectives are sought in relation to problem two: 

• Improving the possible responses to non-compliance to be more proportionate, 
dissuasive and effective.  

What consultation has been undertaken?  

162. The main RIS outlines the consultation undertaken on whether to include an infringement 
offence and penalty regime in the Act, and whether and how to increase penalties for the 
top-end of seriousness.42   

Less serious and straight-forward non-compliance 

163. The timeframes for preparing the infringement offences for inclusion in the Bill did not allow 
for consultation beyond DIA and New Zealand Police, due to PCO preference to include the 
offences in primary legislation during drafting. A further limitation is that the proposed 
offences were not consulted with LDAC due to these time constraints; however, this is 
partially mitigated as each offence was tested against the Cabinet‑approved LDAC 
framework and with DIA. 

164. DIA has been closely consulted on the design of the offences, given its role as AML/CFT 
supervisor responsible for administering infringement notices and its sector expertise in 
identifying offences that are workable and appropriate. 

165. The Ministry consulted the IAG early in policy development on potential infringement 
offences. However, the final list has since changed significantly. The updated list was 
re‑shared with the IAG as part of consultation on the draft Amendment Bill, which ran for 
two weeks and focused on identifying any major unintended technical implications ahead 
of Cabinet consideration. 

Serious non-compliance 

166. The timeframes for preparing the penalty levels for inclusion in the Bill did not allow for 
consultation beyond DIA and New Zealand Police.  

167. The Ministry has also consulted the IAG on the increased maximum and variable penalty 
levels where non-compliance is motivated by financial gain, as part of consultation on the 
draft Amendment Bill. However, industry was not consulted on early policy proposals. 

 
42 See page 12 of the main RIS 

s9(2)(d)
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Feedback from the IAG on offences and penalties 

168. Reporting entities on the IAG supported reforms that strengthen the effectiveness, 
proportionality and impact of the enforcement regime but noted there needed to be checks 
and balances. 

169. One bank expressed concern in relation to the amendments to section 74 which clarifies 
the ability of penalties to be applied per instance of offending. While not directly related to 
the issues in this RIS, the concern noted the importance of adhering to the double jeopardy 
rule and not encouraging responses to non-compliance that are disproportionate with the 
offending.  

170. The same bank also sought clarity on how enforcement options would interact in 
circumstances where more than one enforcement option could be applied at once. For 
example, where a penalty is applied for breach of a civil liability act is paired with a referral 
of non-compliance to a relevant licensing authority. Businesses are still liable for only one 
financial penalty for instances of non-compliance. However, the Supervisor will continue 
to be enabled to progress non-financial enforcement options to address non-compliance. 
This supports a proportionate and graduated enforcement approach within the AML/CFT 
system. 

171. One law firm raised general concerns about the proposed offences and penalties in the 
Bill. They noted they would pay particular attention to whether the construction of the 
offences and penalties in the final version would include mens rea elements and have 
defences available, such as a ‘reasonable excuse’ defence. In the table at Appendix Five, 
officials have identified mens rea and defences despite not being the focus of this RIS. 
Further, we note that section 98 provides a general defence to obligations in Part 2 of the 
Act, and this section is not amended by the Bill.  

Section 2: Assessing options to address the policy problem 

Approach taken by RIS addendum 

172. The criteria, scope and options for problem two are structured into two parts to reflect the 
different regulatory responses required to achieve the policy objective. These include: 

a) Part A considers options for an infringement regime to address less serious and 
straightforward non-compliance.  

b) Part B considers options to amend penalty levels to address serious non-
compliance, including where non-compliance is for commercial gain.   

173. Less serious and more serious non-compliance require different responses within a 
graduated enforcement framework. More serious conduct requires stronger penalties to 
meet FATF expectations that sanctions be effective, proportionate, and dissuasive. In 
contrast, infringement offences provide a more appropriate tool for addressing less 
serious non-compliance and straightforward non-compliance. 

Part A: Responding to less serious and straightforward non-
compliance  

What criteria will be used to compare options to the status quo? 

174. The following criterion have been used to assess infringement offences:  



https://www.ldac.org.nz/guidelines/legislation-guidelines-2021-edition/compliance-and-enforcement-2/chapter-24
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Effective 

 

Does the proposed change enable the AML/CFT Act to 
meet its purposes, by changing behaviour and ensuring 
compliance?   

Does the proposal align with international best practice?  

 

What scope will the options be considered within? 

188. The scope of options for consideration has been limited by Cabinet decisions to:  

• whether to increase the penalties in the Act to ensure they are proportionate and 
dissuasive in all instances; and  

• if penalties should be increased:  

o what level they should be increased to; and 

o whether the maximum penalty should be set as a percentage of 
commercial gain or total revenue. 

What options are being considered? 

Option one – Status Quo / Counterfactual 

189. Option one would maintain the current penalty settings for civil and criminal 
non‑compliance under the Act, with no change to existing maximum penalties. As a result, 
penalties may remain insufficient to address more serious non‑compliance in all cases.  

190. This would be partially mitigated by reforms agreed to by Cabinet in 2025, which will allow 
monetary penalties to be applied per instance of non-compliance, enabling more 
proportionate responses to repeated or systemic breaches. However, these changes do 
not ensure that penalties are consistently proportionate and dissuasive, nor do they 
achieve Cabinet’s objective of aligning penalty settings with comparable domestic 
regimes. 

Option two – Increasing penalties for more serious non‑compliance, including variable 
financial penalties (Ministry preferred) 

191. Option two would update penalty settings for civil and criminal non‑compliance under the 
Act to ensure they are proportionate, effective, and dissuasive. This includes increases to 
maximum fines and, where appropriate, maximum terms of imprisonment. 

192. The option introduces variable financial penalties for certain offences, allowing fines to be 
set as the greater of a fixed amount or a proportion of commercial gain or turnover. This 
enables penalties to better reflect the scale and seriousness of offending, particularly for 
large reporting entities, and supports proportionate and dissuasive responses to serious 
non-compliance. 

193. Penalty changes are targeted to provisions that require alternative means of setting a 
dissuasive penalty, particularly where the size of a reporting entity and the scale of non-
compliance necessitate it. Commercial gain penalties are proposed for provisions where 
stronger deterrence is required against conduct undertaken for financial benefit. 

194. To summarise the changes, option two involves:  




















