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The G20 Plan to Facilitate Remittance 

Flows includes a recommitment to the 

five per cent remittance cost-

reduction target, support for country-

led actions to address the cost and 

improve the availability of remittance 

services, and an emphasis on the use 

of remittance flows to drive financial 

inclusion and development.  
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1. Document Structure 
1.1. Structure of the report 

This report has been written in two parts.  Part A identifies the problems 
affecting cost and access to remittance services between New Zealand and 
the Pacific, with reference to the drivers of MTO bank account closures in 
New Zealand.  Part B develops a set of feasible policy options to address 
the issues in the New Zealand remittance market, which include 
maintaining access to and reducing the costs of remitting money from New 
Zealand to the Pacific. 

1.2. Key terminology 

The money remittance industry has numerous technical aspects, relating for 
instance to legal arrangements, particularly in relation to AML/CFT, 
technological and operational issues and financial market infrastructures.  
Understanding the terminology of the industry is therefore an important 
requirement.  Appendix A (Key Terms) sets out definitions of many key 
terms used in this report, including capitalised terms and terms which have 
particular meaning in the money remittance and payments industries. 
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2. Executive Summary 
2.1. Project overview 

Background 

On 17 February 2016, the Treasury released a RFP document entitled 
Review of the Money Remittance Market in New Zealand (Pacific 
Remittances RFP). 

The purpose of the Pacific Remittances RFP was two-fold: 
1. to identify problems affecting cost and access to remittance services 

between New Zealand and the Pacific, including understanding the 
drivers of MTO bank account closures in New Zealand (Part A); and 

2. to develop a set of feasible policy options to address the issues in the 
New Zealand remittance market that would maintain access and reduce 
costs of remitting money from New Zealand to the Pacific (Part B). 

The specification of requirements for the RFP, and a map of where those 
requirements are met in this report, has been set out in Appendix D (Map of 
Report to Requirements) of this report. 

While the Pacific Remittances RFP referred to remittances between New 
Zealand and the Pacific, we have (at the suggestion of various Government 
stakeholders) focused on remittances to Samoa and Tonga. 

2.2. Methodology 

Approach 

A Six-Sigma method has been utilised to assist in answering the questions 
posed in the Pacific Remittances RFP, which includes: 
 Phase one – defining and scoping the problem. 
 Phase two – measuring the problem. 
 Phase three – analysing the data collected in the first two phases. 
 Phase four – improving the status quo by reference to the phase three 

data. 
 Phase five – controlling the improvements from stage four so that any 

gains are maintained. 

Phases one to three are addressed in Part A of this report.  Phases four and 
five are addressed in Part B of this report. 

Information sources 

The analysis and observations in this report are based on a variety of 
different information sources: 
 New Zealand Government documents, including correspondence with 

New Zealand banks (listed in Appendix E – Materials) to this report; 
 World Bank databases on remittance costs and flows; 
  
 a review of the literature on remittances in the Pacific, particularly with 

respect of AML/CFT compliance requirements (listed in Appendix B - 
Data) to this report; and 
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 interviews with 
in New Zealand, Samoa and Tonga 

2.3. Part A:  Problem identification 

The Pacific Remittances RFP posed three key questions to be answered by 
the report.  These were: 
1. Is it getting harder to remit money from New Zealand to the Pacific? 
2. Is it getting more expensive? 
3. What is the role of the MTO market in providing low cost and easily 

accessible remittance services between New Zealand and Pacific? 

As well as answering the three key questions posed by the Pacific 
Remittances RFP, Part A also provides a response more generally to the 
questions raised in Part A of the Pacific Remittances RFP which have been 
used to answer these key questions. 

Key questions 

Is it getting harder to remit money from New Zealand to the 
Pacific? 

There is no evidence that it is getting harder to remit money from New 
Zealand to the Pacific Islands.  While there have been some closures of 
corridor specialists in countries like Samoa and Tonga, typically these MTOs 
have had minor market shares at the time of their closure and, as such, the 
closures have not yet had a significant impact on the market as a whole.  
However, it has been difficult to correlate recipient data from Central Bank 
of Samoa with sender data from New Zealand because the DIA does not 
collect data in respect of MTOs sending remittances to Pacific Island 
countries, and in any case, would not legally be able to release any data it 
collected in respect of such MTOs. 

While remittance volumes do not appear to be affected by MTO closures, 
there is some anecdotal evidence sourced through the interviews we 
conducted that these closures have resulted in unregulated channels being 
used (eg relatives bring cash back from New Zealand on flights home). 

Is it getting more expensive? 

There is no evidence of a clear upward trend in the cost of remittances from 
New Zealand to the Pacific Islands for the period covered by the data used 
in this report.1  While there have been some recent fluctuations in costs for 
remittances to countries like Samoa, these have tended to level out over 
time.  However, we expect to see an increase2 in the cost of remittances as 
more specialist corridor MTOs close, as they tend to be low cost providers 
and their presence may limit the ability of global MTOs and banks to 
increase fees. We understand that the corridor specialist Klickex has lost its 

                                                
1 The World Bank remittance fee data used in this report covers the period March 
2011 to March 2016.  At the time of writing and finalising this report, data for the 
June 2016 period was not available.  The data on the value of remittances by 
remitter for Samoa covers the period 2000 to 2015. 
2 The World Bank data for the Pacific Island remittances is provided by Developing 
Markets Associates Limited (DMA).  Based on an interview with Jonathan Capal - 
Director of DMA Asia Pacific (see http://www.developingmarkets.com/about-
us/jonathan-capal), we understand that the data for the June 2016 will be published 
in September 2016 and is likely to be similar to the March 2016 data. 
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New Zealand bank account and Samoa Finance is at risk of losing its 
remaining bank account in the near future.  

The lack of any information on the value of funds transferred by remitter 
(and by product) prevents an accurate estimate of the change in the 
weighted average remittance costs as low cost corridor specialists exit the 
market. The Central Bank of Samoa data and anecdotal evidence from 
Jonathan Capal both indicate that senders do not all use the MTO with the 
lowest fee, but also consider ‘trust’ in the provider, type of remittance 
product and the accessibility of the service to senders and receivers when 
deciding which remitter to use. 

If the corridor specialists cease operating, the next cheapest providers with 
a similar service are the global MTOs.  Therefore a high side estimate of the 
initial increase in fees is the difference between the average fees charged 
by corridor specialist and the fees charged by global MTOs.  Based on the 
World Bank data for March 2016, a shift from corridor specialist to global 
MTOs would imply the following increases in average remittance fees for 
each of the corridors we have reviewed for a NZD 200 remittance: 
1. Fiji: 5% increase (the average fee changes from 7.5% to 7.84%); 

2. Samoa: 13% increase (the average fee changes from 8.9% to 10.0%); 
and 

3. Tonga: 40% increase (the average fee changes from 7.0% to 9.9%). 

The difference between corridor specialist and global MTO fees for both 
Tonga and Samoa was much larger in 2015 than in March 2016.  

 
What is the role of the MTO market in providing low cost and easily 
accessible remittance services between New Zealand and the 
Pacific? 

MTOs play two roles in offering low cost and easily accessible remittance 
services: 

1. Global MTOs, such as Western Union and MoneyGram, offer cash to 
cash services through a network of agents at fees that are typically 
about 50% of the bank remittance fees; and 

2. some corridor specialists offer remittance services either at lower fees 
than global MTOs and/or offer new channels such as mobile phone 
services. 

In many instances, corridor specialists appear also to serve a dual purpose 
of providing currency for importers. 

It is also likely that corridor specialists achieve greater penetration in some 
communities than the global MTOs and banks are able to, particularly 
because the latter often only have agents in larger centres.  Many of the 
Pacific corridor specialists use agents operating out of dairies and small 
shops to provide remittance services to customers, often making these 
MTOs much more accessible in smaller communities. 

Market analysis 

The market analysis we have undertaken has examined six key elements of 
the Pacific remittance market: 

1. Entities offering remittance services. 
2. Value/volume of remittances. 
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3. Products. 
4. Regulatory. 
5. Cultural. 
6. Currency and payment systems. 
 
Entities offering remittance services 

The remittance corridors between New Zealand and the Pacific Islands are 
made up of three types of money remitter: 

1. banks; 
2. global MTOs (such as Western Union and MoneyGram); and 
3. corridor specialists (such as Pacific Ezy in Samoa). 

Interviews with remitters and data for Samoa indicate that corridor 
specialists currently have a large share of the remittance market in a 
number of Pacific countries, probably because they offer lower cost and 
more widely accessible services than other remitters. 

The services offered by these remitters rely on access through New Zealand 
banks to currency conversion services (to exchange NZD for USD and then 
USD for the local currency of the receiving Pacific Island) provided by 
correspondent banks based and regulated in the USA.  New Zealand banks 
also rely on the same correspondent banking relationships for major 
business activities, such as enabling settlement for their own foreign 
currency trading, as well as currency conversion services for all of their 
other customers. 

Value/volume of remittances 

From a New Zealand perspective, the Pacific market is a relatively small one 
for remittances, with Pacific countries making up 6% of remittances (by 
value) sent from New Zealand. 

Samoa, Fiji and Tonga are ranked sixth, ninth and thirteenth respectively in 
terms of New Zealand's largest (by value) remittances destinations.  China, 
India and Australia are the three largest destinations. 

However, remittances make up a large proportion of GDP for Pacific 
countries, with remittances to Samoa and Tonga totalling approximately 
20% of their GDP in 2014.3  New Zealand accounted for approximately 40% 
of this activity in Samoa according to Central Bank of Samoa data. 

Products  

Generally there are four key types of remittance products that are offered 
in the Pacific market: 

1. online remittance platforms that allow customers to load and transfer 
money into different currency wallets and accounts; 

2. mobile remittance platforms that perform largely the same function as 
an online remittance platform, except via a mobile phone app; 

3. cash (or online) to cash products which allow customers to send money 
by giving cash (or making an online payment) to a remitter, who will 
then use an agent in the destination country to pay cash to the 
beneficiary; and 

                                                
3 Data available at http://data.worldbank.org/indicator/BX.TRF.PWKR.DT.GD.ZS 
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4. account to account products where money is sent from the customer's 
bank account to the beneficiary's account. 

Regulatory 

The coming into force of the AML Act has imposed compliance requirements 
(and penalties for failure to comply) on financial institutions which mean 
that banks are less likely to continue banking MTOs operating under 
existing business models in the future.  The three key concerns of the New 
Zealand banks are that: 
1. Banks are liable under the AML Act to the extent that they process 

transactions submitted by MTOs that bank with them that are non-
compliant with AML/CFT requirements (eg MTOs that are using a 
transaction batching model rather than a treasury management model).  
Even where these obligations have clearly been met for the purposes of 
the AML/CFT regime in New Zealand, banks' correspondent banking 
partners in the United States, who have access to a wider array of 
information in respect of submitted transactions (for example, more 
information on transaction patterns and identities), could still be 
unsatisfied that the identities of underlying customers and the source of 
funds is sufficiently clear. 

2. Compliance costs are high in respect of AML/CFT requirements for wire 
transfers and MTOs are usually not sufficiently profitable for banks to 
provide them with accounts for banks to justify these costs. 

3. Correspondent banks have been heavily fined overseas for breaches of 
AML/CFT regulation (under which they operate).  Correspondent bank 
behaviours have been impacted by these fines and we were told they 
have reacted by strengthening their requirements for evidence of 
AML/CFT compliance by both banks and their customers for transactions 
that use the foreign currency conversion services provided by the 
correspondent banks.  Failure of the New Zealand banks to comply with 
the requirements imposed by correspondent banks seems to put their 
access to correspondent banking services at risk of limitation or 
termination.  Should a United States correspondent banking partner 
decide to terminate their relationship with the bank, it would potentially 
be cut off from global currency conversion markets. 

Access to correspondent bank foreign currency conversion, which is a key 
element of the MTO business model, is outside the jurisdiction and influence 
of New Zealand and Pacific Island regulators. 

Cultural 

Some Pacific countries have low rates of financial inclusion, including low 
access to bank accounts in countries like Samoa.  Where a sizeable 
proportion of the population do not have bank accounts, they are more 
likely to use cash to cash type remittance methods due to a lack of other 
options. 

However, it seems that the Pacific Islands are becoming more digitally 
connected and that initiatives have been launched there to introduce mobile 
wallet payment solutions. 

Currency and payment systems 

Each of the Pacific Islands we have analysed in detail (Samoa and Tonga) 
uses their own currency.  However, these countries' inter-bank clearing and 
settlement systems are manual and largely paper based. 
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Money Transfer Operator market 

Changes in the MTO market (Samoa) since 2009 

In the case of the Samoan market, there is no clear evidence of a 
significant change in the MTO market since 2009.  The banks' dominance of 
remittances to the Pacific had already receded by 2007, well before the AML 
Act had been enacted. 

Corridor specialists have increased in prominence and now have a 
significant market share.  However, we expect this model may not be viable 
in the long term, due to its dependence on access to foreign currency 
conversion services provided by correspondent banks. 

Challenges to the MTO market 

The main challenge for MTOs is finding and maintaining affordable access to 
a currency conversion system that is compliant with AML/CFT processes 
given the evidence of identity available from their customers and the type 
of service expected by their customers. 

Problem Definition 

In the medium term, due to the AML/CFT compliance risk for New Zealand 
banks (and the conservative approach the banks have taken to this risk, at 
least in part to preserve their access to correspondent bank foreign 
currency conversion services), MTOs will find it increasingly difficult to open 
bank accounts with the established banks, and absent any new options (for 
example, branches of Pacific banks), the corridor specialist MTO model may 
no longer be viable. 

 

2.4. Part B:  Policy Options: 

Executive summary 

We have approached Part B of the report by identifying the key constraints 
on the existing MTO model and developing a framework through which 
those constraints are either mitigated or bypassed altogether. 

The key constraints on the existing model that we have identified are: 
1. correspondent banks aversion to enabling MTO transactions; 
2. the cost of AML/CFT compliance in light of downward pressure on price; 
3. the high cost of supply; and 
4. the number of institutions involved in the process. 

Our solutions can be broken down into two broad categories: 
1. short term solutions which will delay the predicted demise of the MTO 

model and mitigate the effects of the constraints identified above; and 
2. long term solutions which largely bypass the constraints identified 

above altogether. 

A number of the options developed have already been suggested (in some 
form) in the materials provided to us by the Treasury. 

Category One Options 
The shorter-term Category One tactical solutions to the Pacific remittances 
issue that we propose are: 
1. looking for alternative banking arrangements for MTOs, and in 

particular, corridor specialists; 
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2. issuing an expression of interest to the card schemes for them to enter 
the Pacific market; 

3. introducing MTO registration and an auditor licensing regime;  
4. regulatory intervention through: 

a. increased transparency of pricing; and/or 
b. price controls; and 

5. continuing with international lobbying efforts 

Category Two Options 
The longer-term Category Two structural solutions to the Pacific remittances 
issue that we propose are: 
1. building a new Pacific payment system; and 
2. introducing a dual currency system. 

These options would be accompanied by supporting financial inclusion 
programmes to provide credible identity anchors and increase the number 
of Pacific Islanders with bank accounts by subsidising bank account costs. 
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3. Methodology 
Approach  

3.1. Research method  

We have used a variety of information gathering and analysis techniques 
including: 

 Interviews across a broad range of stakeholders in New Zealand, Samoa 
and Tonga. 

 Economic and financial analysis where data was made available - for 
example data sourced from the Central Bank of Samoa, World Bank 
remittance data4 and the SendMoneyPacific5 web site.  

 Literary review6 – which included documents provided by Treasury and 
other public source materials. 

 Legislative review across a number of jurisdictions. 
 Insights from global Deloitte resources in relation to the US bank de-

risking phenomenon.  
 A number of open source Six Sigma7 analysis techniques that are useful 

when investigating problems within complex process systems.8 
 In person observation of (over a number of hours) the remittance cash 

pay-out processes in each of Tonga and Samoa.  To gain first-hand 
knowledge of these processes members of the project opened accounts 
with MTO’s.   

 
By integrating all the information sources above we have developed a 
summary table (below) which attempts to summarise our research.  

                                                
4 
http://www.worldbank.org/en/topic/migrationremittancesdiasporaissues/brief/migrati
on-remittances-data 
5 http://www.sendmoneypacific.org/ 
6 Refer to Appendix F to this report for a list of information sources 
7 Six Sigma is a management philosophy first developed by engineer Bill Smith at 
Motorola in 1986 that utilizes a set of tools and techniques to improve business 
processes. Six Sigma can be defined as a method of efficiently solving a problem. 
Using Six Sigma project methodology reduces the amount of defective products or 
services and is popular with insurance companies, financial service providers and 
healthcare providers. 
8 Methods used are described in more detail in Appendix F  
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What the table demonstrates is that there is wide variation in the process 
systems that underpin various MTO operating models.  Undoubtedly, this 
wide process variation will drive markedly different results when evaluated 
against key process quality measures of risk and cost.  

For example, a cash to cash transaction involves many process steps 
performed by humans that each represent a heightened probability for 
process defects to occur. The ultimate process design (low cost and low 
risk) would be a direct person to person electronic transfer which is required 
to pass through automated real time control systems in each of the send 
and receive markets.  

The reality is (in any process system) if humans have to be involved then 
there remains a probability that the process may not always meet quality or 
compliance related requirements9 and that the root cause of errors may be 
difficult to identify. 

                                                
9 Refer process quality assessment method described in Appendix F  
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3.2. Project Method 

Our approach involves three distinct phases which are mapped to delivering 
each of Part A and Part B of the report.  

Our overarching project method leverages Deloitte methodology and 
includes elements of the Six Sigma problem definition and process analysis 
techniques10.   

3.2.1. Define (Part A of the report) 
Part A of this report involved defining and scoping the boundaries of the 
problem and the resources needed to resolve it.   

The defined project goal statement for the purposes of this analysis and 
report is:  

 To enable the availability of low risk, low cost and accessible NZD 
remittance services in the remittance corridors between New Zealand 
and the Pacific – with a specific focus on Samoa & Tonga. 

 
The primary issues requiring analysis were: 
 Views that MTO closures are not warranted. 
 That MTO’s have driven the costs of remittances to the Pacific down. 
 Belief that the cost of remittances to Pacific countries is too high. 
 An assumption that the rudimentary nature of Pacific countries' payment 

systems limits access and drives the high cost of remittances. 
 An undefined link between Pacific Islands' financial literacy / inclusion 

and access to low cost cross border digital moving money services.  
 Claims of ineffective regulatory or legislative settings in send and/or 

receive markets. 
 
There was a degree of project difficulty, including: 
 A known global problem that has been subject to numerous reviews by 

various global agencies including the IMF, the World Bank and FATF.  
 a lack of reliable data for NZD remittance corridors in scope. 

 
The project objectives were to suggest how the following could be achieved:  
 Customers can easily move NZD through the corridors between New 

Zealand and the Pacific. 
 AML/CFT compliance is achieved. 
 World Bank Global Remittances Working Group social wellbeing objective 

of reducing remittance costs to 5% of the total remittance cost.11 
 
3.2.2. Measure (Parts A & B of the report) 
Once the problem was defined and scoped, data and information could then 
be gathered about the nature of the problem.  This was done through a 
combination of sources and included interviews, data collection and a 
literature review. 

We have also leveraged information provided to us by the Treasury, data 
sourced from public databases, data from the Central Bank of Samoa and 
information from our own interviews.  We have also tested some of the 
processes directly by opening accounts. 

                                                
10 Refer Appendix F – Six Sigma  
11 www.worldbank.org  for further information. 
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The questions we have continuously asked ourselves during this phase 
included: 
 Who is involved in the process? 
 How do those processes work in reality? 
 Where are the likely areas of cost or risk in the process?  

 
3.2.3. Improve (Part B of the report) 
Party B of this report involved analysing the information collated and using 
that to generate feasible options to improve the overall remittance system 
in the priority NZD corridors.   

Any changes proposed were assessed for unintended economic 
consequences12  or adverse impacts on parts, or all, of the underlying 
process system.  

After assessment within the project team the proposed changes were tested 
with the Cross–Agency group seeking feedback and the changes refined (as 
considered appropriate by the team). 

Information Sources 

3.3. Report data 

As mentioned above, our analysis in this report is focused on remittances to 
Tonga and Samoa as these appear to be the main recipients (alongside Fiji) 
of remittances from New Zealand requiring currency conversion, and the 
only Pacific Island countries covered by the World Bank remittance fee 
database.   

We visited both countries as part of this review.  

The analysis and observations in this report are based on the following 
information sources: 

 New Zealand Government documents, including correspondence with 
New Zealand banks (listed in Appendix E (Materials) to this report; 

 World Bank databases on remittance costs and flows; 
 
 a review of the literature on remittances in the Pacific, particularly with 

respect of AML/CFT compliance requirements (listed in Appendix G 
(Previous Reports) to this report; and 

 interviews with 
in New Zealand, Samoa and Tonga 

 
The first three data sources are backward look

 

ing, generally qualitative and 
do not provide a comprehensive view of the volumes or values of 
transactions completed by individual banks/MTOs.  

The lack of available data on the transaction value and volume completed 
by individual operators is a major impediment to accurately answering the 
questions posed in the problem definition, or making a sophisticated 

                                                
12 Definition – The law of unintended consequences “Actions of people—and especially 
of government—always have effects that are unanticipated or unintended. 
Economists and other social scientists have heeded its power for centuries”. More at 
http://www.econlib.org/library/Enc/UnintendedConsequences.html 
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comment on the different market segments for remittance activity and how 
they are affected by the changes in the provision of service.  The interviews 
provided insights into the drivers of change in the remittance market and 
the outlook for future change. 

In addition to the above, we have also obtained detailed data on the 
remittance flows by source country and bank/MTO for Samoa.  We have 
used this data as a cross-check on the coverage of the World Bank 
remittance fee dataset, and also as a case study to indicate the possibility 
of enriching the analysis if similar data could be obtained from the 
Governments of Tonga and Fiji. 

While this report in many places generically refers to remittances from New 
Zealand to the Pacific, due to the quality of MTO data available from 
Samoa, and the relative lack of data in respect of other countries, the 
analysis in Part A of this report has a heavy focus on the New Zealand and 
Samoa remittance corridor. 

3.4. Reliability of data 

We have assumed that the information sourced from the World Bank 
remittance fee database is accurate for the purposes of this report.  
However, there are some anomalies in that data (for instance, certain years 
in which data for some countries is not collected or data collection has been 
discontinued).  Full versions of these tables for each quarter are reported by 
the World Bank and are available on request.  

The coverage of the World Bank database is limited to a minority of the 
MTOs that were/are supposedly operating in the New Zealand to Fiji, Tonga 
or Samoa corridor.  However, it is the only source of historical fee 
information. 

The information from the Central Bank of Samoa was the only data we were 
able to obtain on the value of remittances by remitter. 

Similarly, while we have relied on information from the 
www.sendmoneypacific.org website for the purposes of this report, some of 
the information (particularly relating to exchange rates) could be 
inaccurate.  We understand exchange rate data comes from spot checks 
which we are unable to verify.
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4. Part A:  Problem 
Identification 

4.1. Overview 

The Pacific Remittances RFP posed three overarching key questions: 
1. Is it getting harder to remit money from New Zealand to the Pacific? 
2. Is it getting more expensive? 
3. What is the role of the MTO market in providing low cost and easily 

accessible remittance services between New Zealand and Pacific? 
 

As well as answering these three key questions, Part A also provides a 
response more generally to other questions raised which have been used to 
answer these key questions in the following sections: 
1. Market analysis; 
2. Money transfer operator market; and 
3. Problem definition. 

Key questions 

4.2. Is it getting harder to remit money from New Zealand to 
the Pacific? 

In general, there is little evidence that it is getting harder to remit money 
from New Zealand to the Pacific. 

 

In the case of other countries, such as Tonga, insufficient data has been 
collected to conclusively answer this question (although based on the 
interviews conducted there, we suspect the situation is similar to the 
position in Samoa). 

Although DIA collects some information on remitters' key remittance 
corridors, it does not collect specific data in respect of remittances sent to 
Pacific Island countries and, in any case, is unable to release information 
collected under its AML Act powers (as the AML Act prevents it from being 
shared). 

Samoa 
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The choice of major remitters has fluctuated in a narrow band over the past 
five years (based on analysis of the remitters covered by the World Bank 
data set).  Bank responses to interviews suggest that the New Zealand 
banks have closed smaller MTOs over the period 2012 to 2014 but they 
have not closed accounts since the end of 2015 (although we have seen 
anecdotal evidence that some banks are preparing to close some MTO bank 
accounts). 

The Samoan market currently has a number of New Zealand and Samoa 
corridor specialists in operation, such as Pacific Ezy and SFCL.  KlickEx has 
a small presence in Samoa (but a significant presence in Tonga).  However, 
we understand that the New Zealand bank accounts for

nder threat of closure.13  The loss of these corridor specialists will 
remove two providers with appreciable market shares.  As such, if the 
closure of these corridor specialists does occur, there will be a reduction in 
consumer choice for remittances in the Samoan corridor, although there is 
no evidence that major MTOs such as Western Union will also cease 
operating.  As long as ANZ and Western Union operate, there should not be 
any significant impediment to the remittance of money from New Zealand 
to Samoa.   

Although the Central Bank of Samoa has indicated that there has been a 
drop off in the value of remittances recently, it attributes much of this to 
the exchange rate between the Tala and New Zealand dollar. 

Tongan data 

Remittance data for the New Zealand and Tonga corridor was unable to be 
obtained.  However, it is likely that the corridor specialists operating in 
Tonga also face a risk of closure.  

New Zealand data 

The DIA has confirmed that it collects remittance data from New Zealand's 
remitters which detail each remitter’s top three corridors.  However, the 
DIA is unable to share this information due to constraints under the AML 
Act.   

The absence of New Zealand data limits our ability to draw conclusive 
answers to this question because information is needed for both the sending 
and receiving sides of a transaction to correlate the data. 

Australia data 

Data from the Australian Transaction Reports and Analysis Centre 
(Austrac) indicates that there does not appear to have been any significant 
drop off in money being remitted from Australia to the Pacific. 

4.3. Is it getting more expensive? 

On balance, remittance fees are probably not getting more expensive.  
Average remittance fees have increased since mid-2015, but it is not yet 
clear whether this is simply a reversal of an unusually sharp decline in fees 

                                                
13 Since writing this report KlickEx's account has been closed. 
14 Since writing this report KlickEx's account has been closed. 
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in the previous six months by MTOs such as Pacific Ezy or the beginning of 
an upward trend in remittance fees. 

However, if the corridor specialists operating in some Pacific countries are 
closed, 15 it is likely that there will be an increase in the overall cost of 
remitting money for low value (NZD 200 as opposed to NZD 500) 
remittances as they charge lower fees than other providers and may also 
exert downward pressure on the fees charged by some of the major 
remitters. 

All of the interviewees commented that the AML/CFT compliance added 
significant fixed costs to their channels but there do not appear to have 
been any changes in either compliance costs or remittance volumes that 
could explain the fluctuations in fees over 2015. 

In spite of this, the decrease in Pacific Ezy's fees in 2015 took place after 
the AML/CFT regime had come into force.  Western Union's average fee for 
remittances to Samoa never got as low as Pacific Ezy's fee over this period, 
with its average fee ranging between 8% and 12% of a NZD 200 
remittance. 

The following chart shows the estimated quarterly average of the 
remittance fees, including fixed fees and exchange rate margins expressed 
as a percentage of the total cost of a NZD 200 remittance, over the past 
five years for banks and MTOs in Fiji, Samoa and Tonga.  The main features 
of the chart are: 
 MTO fees are similar for the three corridors, but Fiji has bank fees that 

are about 15% lower than the bank fees for the Samoa and Tonga 
corridors; 

 bank remittance fees fluctuated for the Samoa and Tonga corridors over 
2015 – without any obvious change in the product offered; and 

 remittance fees have increased for all corridors except bank remittances 
to Fiji since mid-2015, but it is unclear whether this change is a 
correction of an earlier reduction in remittance fees or the beginning of 
an upward trend. 
 

                                                
15 See section 4.2. 
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Figure 1: Average remittance fees for banks and MTOs 
Fixed fee plus exchange rates margin on NZD 200 remittance as a percentage 

 
Source: Analysis of World Bank, Remittance Prices Worldwide 

The pricing structure shown in Figure 1: Average remittance fees for banks 
and MTOs above, and the data for Samoa, suggest that corridor specialists 
and global MTOs are the main providers of remittance services by value and 
therefore the main driver of the average fee charged for remittances as 
these MTOs arguably place downward pressure on the fees charged by 
other remitters. 
 
The World Bank data set provides fee data for a NZD 200 and NZD 500 
remittance.  We have used a NZD 200 remittance as the basis for our 
comparison as anecdotal evidence suggests that the remittances to Pacific 
Island countries are low value, high frequency transactions. 

This assumption is important to the assessment of the role of MTOs and 
banks because of the different structure of the fee offerings by banks and 
MTOs.  Aside from prepaid card offerings, the banks charge high fixed fees 
for remittances and average about NZD 20 per remittance, or around 10% 
of the amount remitted.  Global MTOs typically charge average fixed fees of 
between NZD 10 and NZD 13, about 5% to 6.5% of the amount remitted.  
Corridor specialists charge average fixed fees of about NZD 9 (Fiji), NZD 6 
(Samoa) and NZD 2 (Tonga), or between 4.5% and 1% of a NZD 200 
remittance.  The difference in fixed fees is the main driver of the difference 
between bank, global MTO and corridor specialist remittance costs.  If the 
remittance amount is increased from NZD 200 to NZD 500 (the other 
remittance amount reported in the World Bank data set), then the 
remittance cost as a percentage of the amount remitted is almost halved for 
banks and the gap between bank and other MTO fees (as a percentage of 
the amount remitted) is narrowed. 

ANZ has introduced a new $7 low cost fee for remittances to Samoa, Tonga 
and Vanuatu.  However, this product has 'strings attached' because it 
requires the consumer to use ANZ online banking (and therefore have an 
ANZ account in New Zealand).  It is also introducing financial literacy 
programmes for seasonal workers and opening bank accounts for them in 
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both New Zealand (where they are required to have a bank account for IRD 
purposes) and in the Pacific.  This should be making it cheaper for seasonal 
workers to remit money.   

Western Union also has a significant presence both in New Zealand and in 
the Pacific which, even with the closure of other MTOs, presents a viable 
option for money to be remitted.  However, Western Union's prices are 
materially higher than the prices of the corridor specialists. 

As such, if the corridor specialists are removed from the market, we believe 
that there is likely to be a price increase, but access to remittance services 
will not be severely impacted (although the impact on access may be more 
acute in rural areas). 

4.4. What is the role of the MTO market in providing low cost 
and easily accessible remittance services between New 
Zealand and Pacific? 

MTOs play two roles in offering low cost remittance services: 
1. global MTOs, such as Western Union and MoneyGram, offer cash to 

cash services through a network of agents at fees that are typically 
about 50% of the bank remittance fees; and 

2. some corridor specialists offer remittance services either at lower fees 
than global MTOs or offer new channels such as mobile phone services. 

 
If the data for the New Zealand and Samoa corridor is representative of the 
other remittance corridors, then one or two corridor specialists would 
account for the bulk (50 to 60%) of remittances and banks would represent 
less than 10% of the remittances.  The remaining 30 to 40% of remittances 
would be distributed among three to five global MTOs, and about the same 
number of smaller corridor specialists. 

The data for Samoa indicates that corridor specialists have volatile market 
shares with relatively short periods of market dominance. 

It is likely that corridor specialists have reduced the cost of remittances, 
and possibly also FX margins, over the 15 to 20 years they have been 
operating.  However, we have not been able to uncover any direct evidence 
of this. 

Based on anecdotal evidence, it is also likely that corridor specialists 
achieve greater penetration in some communities than the global MTOs and 
banks are able to, particularly because the latter often only have agents in 
larger centres.  Many of the Pacific corridor specialists use agents operating 
out of dairies and small shops to provide remittance services to customers, 
often making these MTOs much more accessible in smaller communities. 

As noted above, if corridor specialists are removed from the market, we 
believe that prices are likely to increase.  While the impact on access to 
remittances in cities and towns will be limited as the banks and global MTOs 
will still provide these services, it is likely that access in rural areas will be 
reduced. 
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Market analysis 

4.5. Overview 

The market analysis we have undertaken has examined six key elements of 
the Pacific remittance market: 
1. Entities offering remittance services. 
2. Value/volume of remittances. 
3. Products. 
4. Regulatory. 
5. Cultural. 
6. Currency and payment systems. 

 
4.6. Entities operating in Pacific market 

The remittance corridors between New Zealand and the Pacific Islands are 
largely served by three types of money remitters: 
1. banks; 
2. global MTOs (such as Western Union and MoneyGram); and 
3. corridor specialists (such as Pacific Ezy in Samoa). 

Card schemes (Visa and MasterCard) are interested in offering lower cost 
solutions for Pacific Island remittances, but the expansion of these solutions 
is dependent on expanding the card scheme customer base. 

Banks 

Although the banks have access to the cheapest foreign exchange rates 
through the wholesale foreign exchange market, they generally charge the 
highest remittance fees.16  We understand remittance services to the Pacific 
are not particularly profitable for the banks (relative to other areas of their 
businesses).  While ANZ uses its branches in Samoa and Tonga to pay the 
remittance to the beneficiary, most banks likely rely on Telegraphic 
Transfers and (possibly) private agents to pay out funds in the Pacific where 
they do not have their own branches.   

The data in Table 7: Banks remitting from New Zealand to Fiji, Samoa or 
Tonga in Appendix B (Data) of this report shows the banks that were active 
in providing services for the remittance corridors as at the first quarter of 
each year from 2011 to 2016.  In particular, New Zealand based banks 
(except for ASB and TSB17) have all offered remittance services to each of 
Fiji, Samoa and Tonga over the period 2011 to 2015.18 

Global MTOs and corridor specialists 

Global MTOs provide a cheaper service than that offered by banks, and 
remittances are often made available to the beneficiary faster than they 
would be through a bank remittance service.  Global MTOs, given their 
scale, are more likely to have comprehensive AML/CFT processes which are 
sufficiently robust to satisfy the AML/CFT regimes across a range of 
jurisdictions. 

                                                
16 According to data obtained from www.sendmoneypacific.org as at 15 June 2016, 
banks were charging fees of between 9% and 23% on a NZD 200 remittance to 
Samoa. 
17 Although, we note that according to SendMoneyPacific, ASB and TSB do (as of 15 
June 2016) offer remittance services to all three of these countries so there are 
inconsistencies in the data. 
18 Although, according to the World Bank, all of the major New Zealand banks were 
providing remittance services to Fiji in quarter 1 of 2016. 
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Corridor specialists generally offer the lowest remittance fees.  They tend to 
have short life spans (for example, typically around three years in the 
Samoan market based on information provided to us).  Corridor specialists 
have had a mixed history with AML/CFT compliance, although it seems that 
some of them are successfully navigating the requirements of the relevant 
regimes. 

 

Nine of the 25 MTOs listed in the World Bank database have provided 
services to some or all of the corridors over the period 2011 to 2016 as 
follows: 
 three MTOs (IMEX, MoneyGram and Western Union) have operated in all 

three corridors over the period 2011 to 2016;  
 one MTO (KlickEx) has operated in the Samoa and Tonga corridors over 

the period 2011 to 2016 and operated briefly in the Fiji corridor; 
 two MTOs (Lotus and UAE Exchange) have operated in the Fiji corridor 

over the period 2011 to 2016;  
 three MTOs (Pacific Ezy, SFCL and SMTL) have operated in the Samoa 

corridor; 
 twelve of the 25 MTOs in the World Bank database were active in the 

first quarter of 2016, including three new entrants: 
‒ World Remit, a global MTO which began operating in all three 

corridors in 2015; 
‒ Frankie Money Transfer, which began operating in the Samoa corridor 

in 2015; and 
‒ Orbit Remit, which began operating in the Fiji corridor in 2013; and 

 13 of the of the 25 MTOs in the World Bank database have exited the 
corridors before 2016 including one global MTO, Xpress Money, and a 
diversified MTO, Money Move IT, which both entered and exited all three 
corridors between 2011 and 2016. 

 
4.7. Value/volume of remittances 

Remittance values by corridor 

Remittances sent from New Zealand to Samoa, Tonga and Fiji total less 
than 6% of remittances from New Zealand.  In terms of countries which 
receive the highest value of remittances sent from New Zealand, in 2015 
Samoa was ranked sixth, Fiji ninth and Tonga thirteenth.  However, there 
has been a clear trend of increasing total remittance values across the 
Pacific countries over the period from 2010 to 2015. 

The following tables list World Bank data on estimated remittances from 
New Zealand to receiving countries over the period 2010 to 2015.  Refer to 
(Appendix B - Data) of this report for more comprehensive data in relation 
to the transaction values for remittances to various Pacific Island countries. 
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Table 2: Remittances by value sent from New Zealand 

Bilateral remittance estimates in USD millions for top 15 receiving countries 

Receiving country 2010 2011 2012 2013 2014 2015 Share  
(5 Year  
Average) 

Total for New 
Zealand 

2,258 2,500 2,540 2,174 2,235 2,432 
2,828 

        

China 505 589 578 568 602 617 24% 

United Kingdom 421 459 474 84 87 269 13% 

India 226 260 287 310 317 311 12% 

Australia 247 247 250 315 293 290 12% 

Philippines 78 83 88 150 161 162 5% 

Korea, Rep. 127 152 162 64 64 65 4% 

Samoa 57 65 60 71 63 69 3% 

South Africa 59 63 58 64 61 58 3% 

United States 43 45 37 45 47 48 2% 

Germany 43 49 0 49 55 47 2% 

Tonga 33 33 34 43 43 44 2% 

Netherlands 48 47 43 31 29 28 2% 

Fiji 34 33 1 50 51 56 2% 

Thailand 30 33 34 42 42 39 2% 

France 34 39 0 44 47 44 1% 

Sub-total 15 
countries  

1,984 2,198 2,105 1,930 1,963 2,145 87% 

Source:  World Bank Bilateral Remittance Estimates available at 
http://www.worldbank.org/en/topic/migrationremittancesdiasporaissues/
brief/migration-remittances-data 
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Table 3: New Zealand contribution to remittances by value received  

Bilateral remittance estimates in USD millions for selected Pacific Island countries 

Receiving country 2010 2011 2012 2013 2014 2015 5 Year 
Average 

Fiji 21% 21% 1% 25% 25% 25% 20% 

Samoa 47% 47% 47% 45% 45% 45% 46% 

Tonga 46% 46% 46% 37% 37% 37% 41% 

Source:  World Bank Bilateral Remittance Estimates available at 
http://www.worldbank.org/en/topic/migrationremittancesdiasporaissues/
brief/migration-remittances-data 

While remittances from New Zealand to the Pacific only make up a small 
percentage of the total value of New Zealand's remittances, the corridor 
between New Zealand and the Pacific Islands makes up a large proportion 
of the Pacific Island countries' total values of remittances. 

Remittances make up a large proportion of GDP for Pacific countries, with 
remittances to Samoa and Tonga totalling approximately 20% of their GDP 
respectively in 2014.19  New Zealand accounted for approximately 40% of 
this remittance activity in Samoa according to Central Bank of Samoa data. 

4.8. Products 

There are typically four methods of transfer used for remittance products in 
the Pacific market: 

1. online platforms (such as the one operated by KlickEx), where the users 
are able to log onto the MTO's website and transfer currencies between 
wallets.  We also understand a number of New Zealand banks are now 
offering this as an option, as well as account to account transfers; 

2. mobile platforms (such as the one operated by Digicel), where funds 
are transferred between different currency wallets using a mobile app in 
the same way as it is with online platforms; 

3. cash (or online) to cash transfers where cash is paid to an agent on one 
end and paid out by another agent in the recipient country (for 
example, MoneyGram's model); and 

4. account to account transfers where money is paid from the sender's 
bank account directly into the recipient's bank account. 

Westpac has also been offering a prepaid card which can be loaded with NZD 
and used at Global Alliance ATMs in the Pacific without an international 
transaction fee.  It is unclear how popular this service is. 
 
We have not been able to obtain exact data on the volume of traffic for each 
of these product types in Samoa.  

 
 

 

                                                
19 Data available at http://data.worldbank.org/indicator/BX.TRF.PWKR.DT.GD.ZS 
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Cash to cash products are the preferred product type in the New Zealand and 
Samoa corridor.  In 2015, Pacific Ezy processed 34% of the value of 
remittances sent through the New Zealand and Samoa corridor.  Pacific Ezy 
offer both cash to cash and online to cash product options in this corridor.  
Other MTOs with sizeable market shares in the New Zealand and Samoa 
corridor, such as SFMT, IMEX and Frankie Money Transfer, also offer cash to 
cash products. 
 
Some data is available in respect of the remittance products offered for the 
New Zealand and Fiji corridor.  While this data has been summarised in Table 
4 and Table 5 below, more comprehensive data has been included in 
Appendix B (Data) to this report. 
 
Table 4:  Remittance products to Fiji offered by banks in Q1 2016 

Available for a NZD 200 remittance 

Bank Product Speed 

ANZ Bank Account to account 3-5 days 

ASB Bank Account to account 3-5 days 

Bank of Baroda Cash to account Same day 

Bank of New Zealand Account to account 3-5 days 

Westpac Express Visa  Prepaid card < 1 hour 

Westpac Account to account 3-5 days 

Kiwibank Account to account 3-5 days 

TSB Account to account 3-5 days 

 
Table 5:  Remittance products to Fiji offered by MTOs in Q1 2016 

Available for a NZD 200 remittance 

Bank Product Speed 

IMEX Cash to cash Same day 

KlickEx Online service < one hour 

Lotus Cash to cash Same day 

MoneyGram Cash to cash < one hour 

Orbit Remit Online service 2 days 

Western Union Cash to cash < one hour 
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Bank Product Speed 

Western Union Online service < one hour 

WorldRemit Mobile < one hour 

 
Benefits and risks associated with each product type 

Cash to cash transfers are a high risk remittance product.  The identities of 
underlying customers and beneficiaries can often be difficult to trace and the 
businesses offering these services often have a short life span and therefore 
are less likely to be concerned with reputational risk.  However, cash to cash 
transfers are typically a cheap means of remitting money (which is often due 
to the way in which some MTOs that offer this product batch transactions) 
and often have large networks of agents with extensive reach into smaller 
communities.  They are also extremely quick, with some remittances made 
virtually instantaneously. 

 
Online platforms are also a higher risk due to difficulties in identifying the 
underlying customers.  While online platforms such as KlickEx provide some 
of the cheapest remittances in the Pacific, these platforms rely on people 
having internet connections and banks accounts.  These are also often 
virtually instantaneous transfers. 
 
Account to account bank transfers are the least risky method of transfer, as 
each transfer is subject to stringent AML/CFT processes within banks and 
customers can take some comfort in the reliability and reputation of banks.  
However, account to account transfers are substantially more expensive than 
other methods of transfer (because they are not batched and therefore SWIFT 
fees are high) and are relatively slow (taking between three and five business 
days for funds to clear for the beneficiary).  
 
Bank remittance products are not well suited to the low value, high volume 
remittances to Pacific Island countries for the following reasons: 
 recipients of remittances are likely to have difficulty meeting the 

customer identification requirements to open a bank account; 
 the SWIFT currency conversion system used by banks has a high fixed 

cost per transaction;  
 recipients of remittances often require cash rather than a credit to their 

bank account; and 
 customers are often are not close to a bank branch. 

 
A product risk/cost matrix has been included at section 4.15 which provides 
an overview of the benefits and risks associated with each remittance 
product. 
 
Digital products 

A digital product is one which allows users to transfer currency between 
online accounts/wallets.  Transfers could take place through logging on to a 
website, or through a mobile app (which is how MTOs like Digicel operate).  
Digital products have the benefit of allowing consumers to store and move 
value more easily. 
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KlickEx is likely the most prominent MTO offering digital products in the 
Pacific region, and is widely used in countries like Tonga 

While the proliferation of mobile phones in the Pacific is making digital 
products more viable, mobile phones add an additional layer of security risk 
to remittance transactions as they can be hacked.  There are likely to be 
additional AML/CFT costs to address the risk where transactions are going 
through a telecommunications company with less capability and experience. 

Refer to section 4.10 for further discussion on the development of digital 
products in the Pacific. 

4.9. Regulatory  

Overview 

This section of the report reviews the relevant regulatory requirements for 
New Zealand MTOs and banks relating to the offering of money remittance 
services in the Pacific region.  In addition, we have looked at the AML/CFT 
concerns for banks in New Zealand in relation to providing bank accounts 
and wire transfer services to MTOs. 

The key regulatory requirements and obligations for money remittance 
providers in the Pacific are in relation to AML/CFT obligations.  Other 
regulatory impediments for the industry are potentially MTO licensing 
regimes in some jurisdictions. 
 
AML/CFT in New Zealand 

The following section of the report: 
1. outlines the relevant provisions of the AML Act; 
2. explains how those provisions apply in respect of common MTO 

business models; and 
3. explains why the banks are concerned about banking MTOs. 

Application of AML Act to Reporting Entities 

The obligations in the AML Act are applied to reporting entities.  A reporting 
entity is defined at section 5 of the AML Act and includes a financial 
institution. 

A financial institution is defined at section 5 of the AML Act to mean  

"a person who, in the ordinary course of business, carries on 1 or 
more of the following financial activities: 

(iv)  transferring money or value for, or on behalf of, a 
customer; 

(v)  issuing or managing the means of payment (for example, 
credit or debit cards, cheques, traveller’s cheques, money 
orders, bankers’ drafts, or electronic money); 

(vii)  trading for the person’s own account or for the accounts of 
customers in any of the following: 

                                                
20 Since writing this report KlickEx's account has been closed. 
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(B) foreign exchange: 

(C) exchange, interest rate, or index instruments: 

 (xiii)  money or currency changing." 

MTOs engaged in sending money to Pacific Island countries will be financial 
institutions (and therefore are reporting entities) for the purposes of the 
AML Act as they are transferring money or value on behalf of a customer 
(and in most other cases will also be captured by limbs (v), (vii) and (xiii) 
of the definition listed above). 

Under the AML Act, reporting entities are generally required to: 
1. undertake a risk assessment of the money laundering and financing of 

terrorism that could be expected in the course of operating the entity's 
business;21 

2. adopt an AML/CFT programme that includes procedures to detect, 
deter, manage and mitigate money laundering and the financing of 
terrorism;22 

3. appoint a compliance officer to administer and maintain the entity's 
AML/CFT programme;23 

4. conduct customer due diligence processes including customer 
identification and verification of identity;24 

5. undertake suspicious transaction reporting, and annual reporting 
systems and processes;25 and 

6. undertake an audit of its Risk Assessment at least once every two 
years.26 

Operating Models of MTOs 

We have considered the application of the AML Act to what we understand 
are the two main operating models for MTOs in New Zealand: 

 
Batching: 

1. receiving a number of payment instructions in New Zealand; 
2. batching those payment instructions together and sending them in 

aggregate to its banker for processing; and 
3. the MTO or its agent receiving those transactions in another jurisdiction 

and then making them available to the recipients. 
 

We assume that the MTO receives a discounted or wholesale foreign 
exchange rate through scale and makes its margin on any fee and/or mark 
up on that rate. 

Treasury Management: 

1. receiving a number of payment instructions in New Zealand; 

                                                
21 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 58. 
22 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 56. 
23 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 56. 
24 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 14. 
25 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, ss 40 and 
60. 
26 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 59. 
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2. sending the data in respect of those payment instructions either to 
another office of that entity or to a third party agent who is also a 
financial institution for the purposes of the AML Act; 

3. the relevant office or third party agent making those payments 
available to the recipients in that jurisdiction from the money held in 
the remitter's or third party's account in that jurisdiction (ie only 
information about payments is transferred between New Zealand and 
the destination jurisdiction, not the actual payments); and 

4. as necessary, the remitter transferring funds between its accounts in 
different countries (or to its third party agents) to ensure it has 
sufficient funds in each account to continue operating. 

 
We have also encountered some evidence of MTO models in the Pacific 
which involve the physical transfer of cash by private agents 

 from point to point.  However, we have not collected data on the 
prevalence of this model as it is outside the scope of this report. 

Wire Transfers 

Where the MTO is using the batching model, its banker will be an 
intermediary institution in respect of the wire transfer and the bank will 
have obligations under the AML Act.   

Where the MTO is using a treasury management model, the wire transfer is 
solely between the New Zealand MTO and either its office or its agent in the 
Pacific and its banker will not be an intermediary institution for the 
purposes of the AML Act. 

While we noted all of the corridor specialist MTO's operate a treasury 
management model, we are aware of operators that are batching and were 
advised this was an issue with the New Zealand banks.  We have thus 
addressed issues for both models. 
 
In addition, the AML Act requires enhanced CDD for the provision of wire 
transfers.  A wire transfer is defined in section 5 of the AML Act as follows: 

(a) means a transaction carried out on behalf of a person (the 
originator) through a reporting entity by electronic means 
with a view to making an amount of money available to a 
beneficiary (who may also be the originator) at another 
financial institution; and 

(b) includes a transfer or transaction, or class of transfers or 
transactions, declared by regulations to be a wire transfer for 
the purposes of this Act; but 

(c) excludes— 

(i) transfers and settlements between financial 

institutions if both the originator and the beneficiary 

are financial institutions acting on their own behalf; 

and 

(ii) credit and debit card transactions if the credit or 

debit card number accompanies the transaction; and 
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(iii) any other transfer or transaction or class of 

transfers or transactions declared by regulations not 

to be a wire transfer for the purposes of this Act. 

The transfer of cross border payments will clearly fall within the definition of 
wire transfer because they will almost always be carried out on behalf of a 
customer through a bank or an MTO (which are reporting entities) with a 
view of making an amount of money available to another beneficiary. The 
MTO's customers are the "originators" for the purposes of the definition. 

Even where a MTO is using a treasury management operating model rather 
than batching, the transfer of the data between offices or to its agent 
relating to the payment instruction is likely to still fall within the definition 
of "wire transfer", particularly given that the DIA has said that the wire 
transfer provisions apply to "transfers using informal or hawala 
arrangements, where email or any other form of online, or phone, or digital 
messaging is used to send the payment instructions".27 

In relation to each wire transfer: 
1. there is an ordering institution, which is "any person who has been 

instructed by a person (the payer) to electronically transfer funds 
controlled by the payer to a person (the payee) who may or may not 
be the payer on the basis that the transferred funds will be made 
available to the payee by a beneficiary institution"; 

2. there is a beneficiary institution, which is "any person who receives 
those funds and then makes those funds available to a person (the 
payee) by crediting it to an account held by the payee or paying it to 
the payee"; and 

3. there may be one or more intermediary institutions, which is "a person 
that participates in a transfer of funds that takes place through more 
than 1 institution but is not an ordering institution or a beneficiary 
institution". 

A reporting entity is required to conduct enhanced CDD under section 22(3) 
of the Act where it is an ordering institution, an intermediary institution or a 
beneficiary institution in relation to a wire transfer. 

The enhanced CDD obligations for wire transfers are contained in sections 
27 and 28 of the AML Act and apply in addition to the standard CDD 
requirements. 

Where a wire transfer is over the applicable threshold ($1000 NZD28) a 
reporting entity that is an ordering institution must obtain a wire transfer 
originator's: 

(a) full name; 

(b) account number; 

(c) one of the following: 

                                                
27 See https://www.dia.govt.nz/diawebsite.nsf/wpg_URL/Services-Anti-Money-
Laundering-Wire-transfer-provisions-for-informal-or-hawala-money-remitters 
28 Anti-Money Laundering and Countering Financing of Terrorism (Definitions) 
Regulations 2011, s5A 
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(i) the originator’s address: 

(ii) the originator’s national identity number: 

(iii) the originator’s customer identification number: and 

(iv) the originator’s place and date of birth; and 

(d) any information prescribed by regulations, which currently 
prescribes "information that gives the name of the 
beneficiary of a wire transfer and the account number of 
that beneficiary or any unique transaction reference that 
allows the transaction to be traced",29 

(together, the Wire Transfer Information). 

In relation to cross-border wire transfers, an ordering institution must then 
verify the Wire Transfer Information according to the level of risk. 

The AML Act requires that the Wire Transfer Information must accompany 
the wire transfer and that an intermediary institution must provide any 
information obtained about an originator to the beneficiary institution as 
soon as practicable.30 

Batching 

Where the remittance is conducted by a MTO that relies on a bank for its 
foreign exchange transfers (i.e. to access a correspondent banking 
network), the MTO with the relationship with the underlying customer will 
be the ordering institution.  The bank with the correspondent banking 
relationship will generally be an intermediary institution. 

The banker of MTOs may also be an ordering institution in some cases, as 
per the Wire Transfers guidelines released by the joint regulators for the 
purposes of the AML Act, which state that "where a person uses another 
financial institution’s system, who the Ordering Institution is may depend 
on the nature of the arrangement between the financial institutions, for 
example agency arrangements".31 

In situations where there is a bank which is an intermediary institution, the 
enhanced CDD requirements for wire transfers mean that payments cannot 
be sent in batches.  We understand this is because batches result in the 
Wire Transfer Information not accompanying the applicable wire transfer 
and the individual transactions also cannot be processed through the 
suspicious transaction reporting software to identify patterns and customers 
or beneficiaries that are on sanction lists.  Where an MTO is unable to batch 
transactions, we understand that the cost of processing transactions 
individually may make the service offering no longer viable for the MTO. 

                                                
29 Anti-Money Laundering and Countering Financing of Terrorism (Requirements and 
Compliance) Regulations 2011, reg 7(1) 
30 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 27 
31 Department of Internal Affairs, "Wire Transfers" (August 2013) available at 
https://www.dia.govt.nz/diawebsite.nsf/wpg_URL/Services-Anti-Money-Laundering-
Codes-of-Practice-and-Guidelines#WIR  
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Treasury Management Model 

Where a treasury management operating model is being used by the MTO, 
the wire transfer is entirely between the remitter in New Zealand and the 
remitter's relevant third party agent or other office.  The banker of the MTO 
in New Zealand is not likely to be an intermediary institution under this 
model and therefore issues regarding batching will not apply.  In respect of 
any transfers between the MTO and its third party agent or other office, the 
definition of "wire transfer" excludes "transfers and settlements between 
financial institutions if both the originator and the beneficiary are financial 
institutions acting on their own behalf".  When managing liquidity across 
different bank accounts, a MTO is acting on its own behalf or through an 
agent that is a financial institution, it is unlikely that this transaction would 
fall within the definition of a "wire transfer" and the enhanced CDD 
requirements in relation to wire transfers would not apply. 

We have received anecdotal evidence that the treasury management 
operating model is popular in the Pacific and have seen examples of the 
emails received by third party agents in Pacific countries containing the 
Wire Transfer Information. 

However, even when MTOs operate under the treasury management model 
described above, the New Zealand banks are increasingly likely to de-risk in 
respect of MTOs in the medium term in light of the: 
1. banks' low appetite for risk (in particular because it is likely that the 

New Zealand banks would still want to know the identity of the 
underlying customer and beneficiary because their correspondent banks 
in the United States may want to know this information, thereby 
threatening their correspondent banking relationship if they are unable 
to produce this information); 

2. E-Trans decision32 which does not require them to bank MTOs; and 
3. relatively low profitability of the service typically. 

Banks will likely make some exceptions for global MTOs where an ongoing 
relationship with them is profitable and therefore the risk is more 
acceptable.  Similarly, some banks have indicated that they will consider 
banking MTOs where that function is a small part of that entity's wider 
operations (for example, Travelex). 

Enhanced CDD 

There is an obligation to undertake enhanced CDD when a reporting entity 
considers that the level of risk involved is such that enhanced CDD should 
apply to a particular situation.33  The New Zealand Police Financial 
Investigation Unit National Risk Assessment 2010 identified wire transfers 
as being particularly high risk, particularly where cash payments are made.  
This assessment means that many MTOs, depending on the nature of the 
product offering (ie cash will be more high risk than account to account), 
may be required to conduct enhanced CDD on their customers, including 
obtaining information relating to the source of the funds or wealth of their 
customer.34 

This could apply to either operating model depending on the nature of the 
product offering. 

                                                
32 E-Trans International Finance Ltd v Kiwibank Ltd [2016] NZHC 1031. 
33 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 22(1)(d) 
34 Anti-Money Laundering and Countering Financing of Terrorism Act 2009, s 23 
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Potential liability for breach of AML Act 

Banks and MTOs face serious consequences if they are found to have 
breached certain provisions of the AML Act. 

If a bank or MTO is found to be in breach of certain requirements under the 
AML Act (including the CDD requirements by not ensuring that the Wire 
Transfer Information accompanied each wire transfer), that entity could 
potentially have imposed on it: 
1. a formal warning; 
2. an enforceable undertaking; 
3. an injunction from the High Court; and/or 
4. a pecuniary penalty of up to $2 million. 

Criminal liability could also be imposed if it is found that the breaches were 
made knowingly or recklessly.  A body corporate could be liable for up to $5 
million and an individual could be liable either or both of the following: 
1. a term of imprisonment of up to 2 years; and/or 
2. a fine of up to $300,000. 

New Zealand banks' concerns 

It is likely that the AML/CFT obligations have triggered the closure of MTO 
bank accounts in New Zealand,35 resulting from the concerns raised by New 
Zealand banks that they are unable to fulfil their obligations under the AML 
Act.  While the RBNZ has issued a statement that banks' obligations under 
the AML Act "require measured risk management and do not justify blanket 
de-risking",36 it appears that banks believe that the risk associated with 
banking some MTOs cannot reasonably be managed in accordance with the 
AML Act. 

In particular, we understand that the banks' concerns about MTOs are 
largely due to: 
1. bankers of MTOs being potentially liable under the AML Act if the 

enhanced CDD processes are not carried out in respect of each wire 
transfer transaction submitted by a MTO, and the difficulties in 
effectively carrying out enhanced CDD on underlying customers due to 
the model under which some MTOs in New Zealand operate or have 
operated;37 

2. the cost for the bank of compliance with AML/CFT requirements in 
respect of MTOs where the MTO's AML/CFT processes are not reliable is 
not economically viable; 

3. the New Zealand banks that bank MTOs have been put under pressure 
by their correspondent banking partners in the United States to ensure 
that they are they are complying with their AML/CFT and FATCA 
obligations (eg  although in practice it appears as though most MTOs 
are not covered by FATCA because of their size); and 

4. a lack of trust that MTOs are undertaking adequate checks to ensure 
that sanctions requirements are complied with.  The costs and risks of 
banks inadvertently dealing with sanctioned countries can be high. 

The third point above appears to be particularly problematic for New 
Zealand banks.  New Zealand banks have expressed concerns that their 

                                                
35 MTOs are not the only entities being de-banked.  For example, there is also 
evidence of de-banking of not for profit organisations. 
36 Reserve Bank of New Zealand Statement about banks closing accounts of money 
remitters (January 2015) available at www.rbnz.govt.nz. 
37 See AML Act section above 
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corresponding banking partners in the United States will terminate their 
relationships (cutting them off from global foreign exchange markets) if 
they cannot adequately trace the underlying customer of remittance 
transactions.  We understand that the United States banks have the ability 
to more stringently monitor transactions made through SWIFT given their 
wider range of correspondent banking relationships globally and therefore 
are able to more easily identify patterns of transactions.38 

  

Banks are generally free to choose who they bank, and there are no 
financial inclusion requirements.  The RBNZ has commented in relation to 
AML/CFT compliance that banks have a requirement to have a risk based 
approach,39 but have an exceptions policy to bank those individuals that 
may not hold the standard set of identification documents (for example, 
minors or elderly).  

Following the E-Trans International Finance Ltd v Kiwibank Ltd40 decision, it 
has been established that banks are not required to bank MTOs, which 
could lead to banks being more confident in their approach to closing MTOs 
that they suspect are non-compliant with the AML Act (i.e. because there is 
now little legal risk in doing so). 

AML/CFT regimes in Pacific countries 

The AML/CFT regimes in Pacific countries are largely aligned with the New 
Zealand legislation and FATF requirements. 

The APG undertook a mutual evaluation assessment of Samoa's AML/CFT 
arrangements in October 2015 and although it found some deficiencies in 
relation to the criminalisation and prevention of money laundering and 
proliferation financing, CDD requirements and the regulation and 
supervision of financial institutions, it assessed the AML/CFT arrangements 
in place to be largely adequate.  Similar comments have been issued by 
FATF and APG in relation the AML/CFT regimes in Tonga and Fiji.41 

However, Vanuatu has been classified as a high risk/non-compliant 
AML/CFT jurisdiction by FATF.  

MTO licensing requirements  

New Zealand does not have a licensing regime for MTOs. 

MTOs are required to register as a financial service provider in New Zealand 
under the Financial Service Providers (Registration and Dispute Resolution) 
Act 2008.  The compliance obligations under this Act are not burdensome, 
                                                
38 See section 4.13 
39 Reserve Bank of New Zealand Statement about banks closing accounts of money 
remitters (January 2015) available at www.rbnz.govt.nz. 
40 E-Trans International Finance Ltd v Kiwibank Ltd [2016] NZHC 1031. 
41 Full assessments available at www.apgml.org. 
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and are largely limited to the requirement that the MTO is a member of an 
approved dispute resolution scheme. 

In Samoa, MTOs are required to obtain a licence from the Central Bank of 
Samoa.  Applications must be made in writing and be accompanied by a 
small licence fee.  The criteria are largely left to the discretion of the Central 
Bank of Samoa, which may require the applicant to maintain prescribed 
capital adequacy levels determined by the type of service, average value of 
payments, aggregate value, and other factors as the Central Bank of Samoa 
considers necessary.42 

In Tonga, MTOs are required to be authorised by the National Reserve Bank 
of Tonga.  There are two tiers of authorisation: 
1. 'Licensed Foreign Exchange Dealers' are MTOs that are authorised to 

convert foreign currency notes to and from Tongan pa'anga; 
2. 'Restricted Foreign Exchange Dealers' are MTOs that are merely 

authorised to receive inward remittances and make domestic 
disbursements. 

Restricted Foreign Exchange Dealers require minimum capital of 
TOP$5,000, whereas Licensed Foreign Exchange Dealers require minimum 
capital of TOP$50,000.  In addition, the National Reserve Bank of Tonga 
may take into account the character of the applicant, the financial status of 
the applicant, and whether it is in the public interest to give authorisation 
when considering any application.43 

In Fiji, MTOs are required to obtain a licence from the Reserve Bank of Fiji 
to operate as 'Restricted Foreign Exchange Dealers'.  Applications for 
licences must be accompanied by a fairly exhaustive list of documents, 
including financial statements with projections of cash flow and earnings, as 
well as details of internal control policies and security measures.  However, 
it is still largely discretionary whether the licence will be granted, as the 
only rigid requirement is minimum capital of FJD$50,000.44 

However, we have not seen any evidence that these licensing regimes are 
creating any particular regulatory barriers for Pacific Island based MTO 
agents. 

 

4.10. Cultural 

Cultural reasons for remittances 

Based on evidence obtained from the interviews, and discussions with 
consumers while in the Pacific countries, it is likely that most Pacific 
Islanders send money from New Zealand to the Pacific Islands for social 
reasons, for example, to pay for funerals, give to the church or to provide 
gifts. 

Financial Inclusion  

The Pacific Islands have historically not had a high level of financial 
inclusion and factors, such as low levels of bank account holders, are likely 
to have an impact on how people send money to the Pacific Islands. 

                                                
42 National Payment Systems Act 2014 (Samoa), s 10. 
43 Foreign Exchange Control Regulation 2000 (Tonga), regulation 3. 
44 Reserve Bank of Fiji, "Checklist of requirements for application to conduct Foreign 
Exchange Business in Fiji" (2014). 
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The following table contains data from a financial inclusion survey 
conducted in Fiji, Samoa, and the Solomon Islands in 2016.45  For the 
purposes of the table: 
 'banked' refers to respondents that currently have an account with a 

commercial bank; 
 'other formal account' refers to respondents that, during the 12 months 

prior to the survey, had used the services of a credit union, microfinance 
institution or other private finance company, but do not have a bank 
account; 

 'informal' refers to respondents that, during the 12 months prior to the 
survey, had used savings clubs, moneylenders, credit from a shop, hire 
purchases, etc. but did not use other formal services and do not have a 
bank account; and 

 'excluded' refers to respondents that, during the 12 months prior to the 
survey, had not used any of the above services, but may have borrowed 
from or lent to friends and family, saved money in the house, pawned 
goods, borrowed from an employer, etc. 
 

Table 6:  Bank account penetration in Fiji and Samoa 

Country Banked (% of 
adult 
population) 

Other formal 
account (% of 
adult 
population) 

Informal (% of 
adult 
population) 

Excluded (% of 
adult 
population) 

Fiji 60% 4% 9% 27% 

Samoa 39% 12% 15% 34% 

The main reasons given by respondents for not having a bank account were 
not having enough money (50% in Fiji and 80% in Samoa) and someone 
else in the household having a bank account (23% in Fiji and 12% in 
Samoa). 

We assume that when someone from New Zealand sends money to 
someone in the Pacific Islands without a bank account, they are most likely 
to use a cash to cash remittance product. 

Digital penetration 

While the Pacific Islands have a high percentage of unbanked population, it 
appears that they are becoming well connected digitally.  There is a 
relatively high penetration of mobile phones in Pacific countries, although 
little evidence they are trusted to provide banking services. 

NZAID is one of a number of international agencies that have provided 
assistance in countries like Tonga for the rolling out of low cost mobile 

                                                
45 Based on data from the Reserve Bank of Fiji, Central Bank of Solomon Islands and 
Central Bank of Samoa Report "Benchmarking financial inclusion in Fiji, Samoa, and 
Solomon Islands: Findings from the first national demand side surveys" (2016). 
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wallet services.  7% of Fijians and 3% of Samoans now own a mobile 
wallet.46 

Internet connectivity is also expanding.  Companies like Digicel have been 
investing in mobile networks and the new submarine cable between the 
United States and New Zealand/Australia (via a number of Pacific Islands) is 
scheduled to go live in 2018.47 

4.11. Currency and payment systems 

Samoa and Tonga have their own separate currencies: 
 in Samoa, it is the tālā; and 
 in Tonga, it is the pa'anga. 

The economies are strongly cash based, and cash is used for the vast 
majority of consumer transactions. 

The banking markets in both countries are similar, with both ANZ and the 
BSP (which acquired Westpac's Pacific branches in 2015) operating in both 
countries. 

In Samoa there are two privately owned local banks being: 
1. National Bank of Samoa; and 
2. Commercial Bank of Samoa. 

While we did not get market data for Tonga, we understand that the market 
shares of ANZ and BSP are similar (primarily as BSP has a large proportion 
of the government banking), while the Tonga Development Bank is growing 
its market share now that it has become a commercial bank. 

While there is EFTPOS available in Samoa, there is no switch enabling 
transactions to be switched between banks.  As a consequence, merchants 
require terminals for each of the banks on their counters in order to process 
transactions.  There is currently no electronic interbank clearing system.  
We understand banks clear between themselves by cheque.  

Samoa is involved in the Pacific ATS project and banks are working on 
connecting their systems to the exchange settlement account system.  We 
understand that these costs are reasonably significant. 

                                                
46 Reserve Bank of Fiji, Central Bank of Solomon Islands and Central Bank of Samoa 
Report "Benchmarking financial inclusion in Fiji, Samoa, and Solomon Islands: 
Findings from the first national demand side surveys" (2016) on pg 15 
47 See http://www.hawaikicable.co.nz/ 
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There is no EFTPOS system on Tonga and the inter-bank clearing and 
settlement appears to be done on a manual basis. 

Tonga has suspended its direct participation in the Pacific ATS project 
because of the costs involved in doing so.  Accordingly, there appear to be 
no plans to upgrade Tonga's payment systems. 

Money transfer operator market 

                                                
48 The banks listed are ANZ, Westpac/BSP, National Bank of Samoa and the 
Commercial Bank of Samoa.  ANZ was the dominant player in the New Zealand and 
Samoa corridor with a market share of 75% in 2000. The Westpac market share 
peaked at 21% in 2001.  
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In the absence of published financial data for the remitters we have had to 
rely on comments from the interviews, with a sample of banks and 
remitters, to provide insights into the following: 
 drivers of divergence of the bank and MTO average remittance costs; 
 sustainability of the MTO model; and 
 market power of incumbent MTO operators and barriers to entry. 

Drivers of divergence in fees 

The remittance market is separated into three broad tiers of remitters with 
different service offerings and degrees of attachment by the remitter to the 
market.  These remitters are banks, global MTOs and corridor specialists. 

Banks offer services to the segment of the population that have bank 
accounts49 and use a remittance system that has a fixed cost and is 
therefore expensive for typical NZD remittances to Pacific Island countries.  
Based on the Central Bank of Samoa data, our hypothesis is that the banks 
have a very low share of the remittance market even in markets in which 
they are still operating.  Of the New Zealand banks, only ANZ still has direct 
representation in Fiji, Samoa and Tonga.  Our sense from the interviews is 
that the bank account centric remittance model is ill-suited to Pacific Island 
country remittances both in terms of reach and transaction cost and that 
aside from prepaid card products, banks do not have any planned initiatives 
to introduce remittance channels that are better suited to local markets.  
The attractiveness of the remittance market to banks is the lowest of the 
three tiers of remitters. 

Global MTOs complement bank services by offering a method to transfer 
cash using a network of agents.  The distribution of remittances in cash 
through a geographically dispersed network of agents (for whom 
remittances are a complementary rather than a core business) at a lower 
fixed cost than banks is much better suited to local requirements than the 
bank model.  In addition the global scale and experience of these MTOs in 
what is their core business seems to allow them to deliver a lower cost 
currency conversion channel than banks.  Global MTOs also use evidence of 
identification requirements that can be adjusted to partially meet local 
conditions while still meeting local and global AML/CFT requirements.  The 
Pacific Island country remittance corridors are low value in comparison to 
the main corridors in which the global MTOs operate.  Some global MTOs 
seem to regard participation in the Pacific Island country remittance 
corridors as part of their brand (Western Union and MoneyGram for 
example), but others do not.  Our hypothesis is that the global MTOs have a 
market share of 10% to 20% in the Fiji, Samoa and Tonga corridors.50 

Corridor specialist MTOs offer the lowest cost remittance services of the 
three tiers, offering cash through a network of agents similar to the global 
MTO model or using a mobile phone offering in conjunction with Digicel.  
Although many of these MTOs are dependent on the New Zealand banks 
and currency conversion, some are also active participants in the foreign 
exchange markets in the receive countries buying local currency from 
importers requiring NZD.  Based on the data for Samoa and comments in 

                                                
49 A qualifier to this statement is that Westpac and ANZ now offer prepaid cards that 
extend the bank market to receivers with or ready access to ATMs or merchants that 
accept electronic transactions.  
50 Based on the data provided by the Central Bank of Samoa, it appears that Western 
Union had a share of the New Zealand and Samoa corridor of about 10% 2015 and 
that it was the only global MTO with a measurable share in this corridor. 
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interviews, our hypothesis is that they dominate the personal remittance 
market in Fiji, Tonga and Samoa. 

Sustainability of the MTO model 

The main threat to the sustainability of the MTO model is to maintain access 
to low cost processes for gathering sender payments and converting 
currencies.  Global MTOs appear to have the scale and reach to develop 
processes that are accepted as AML/CFT compliant and can therefore 
maintain their access to these services in the medium to short term 
whether they are supplied by banks or a combination of in-house processes 
and other payment providers. 

Corridor specialist MTOs do not seem to have the scale to substitute other 
low cost processes for gathering sender payments and converting 
currencies and therefore are at risk of at least losing their competitive price 
advantage and at worst going out of business if banks refuse to provide 
these services. 

Market power of incumbent MTO operators 

We have not found any evidence that incumbent MTOs have market power.  
Banks do not and cannot easily offer the ‘low-cost cash to remote area’ 
service that most customers want.  Global MTOs can offer the service 
customers want but are only a little cheaper than banks, and do not appear 
to have a large market share.  In the absence of corridor specialists, there 
would potentially be three or four global MTOs prepared to expand their 
market presence, all using similar business models. 

Summary of changes to MTO market 
Until approximately 2007, banks had the significant share of the market for 
remittances to the Pacific.  Corridor specialists emerged and drove down 
prices and increased access to remittance services in rural areas that were 
not serviced by the banks.  These factors resulted in corridor specialists 
gaining the significant market share as they became 'price leaders' and 
'access leaders'.  The closure of corridor specialists will likely remove this 
pressure on price and lead to increases in price closer to global MTO and 
bank price levels. 

4.13. Challenges to the MTO market 

MTOs operate in markets where it is expensive and difficult to deliver 
remittances to recipients because of: 

 the senders' preference for rapid transfer of small amounts often and 
the expectation of quick confirmation of delivery; 

 recipient preferences for cash to a physical location very close to where 
they work or live; 

 the physical remoteness of the recipients from large towns/banks and 
the lack of access to and use of electronic payments infrastructure; 

 rudimentary evidence of identity for the recipient; 
 the security risk and cost of having to transport cash to and from 

remote and sparsely populated locations; 
 the low value and high frequency of the transactions and the relatively 

small scale of remittance activity, which are poorly matched to the high 
fixed cost of the remittance service delivery model; and 

 the need to maintain access to an affordable method for converting 
NZD receipts into local currency (typically a one way exchange). 
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Historically, MTOs have resolved the mismatch between the scale of the 
business and the high fixed costs of the service required by using networks 
of agents in the receive country to distribute cash.  For many of these 
agents, remittances are peripheral but complementary to their core 
business, and the remittance service either attracts customers to their core 
business and/or provides customers with the means to pay for goods and 
services from the agent's core business.  This implies that the MTO is 
relying on the agents not needing to recover their full service delivery cost. 

The MTO is also relying on the sender’s local knowledge of the agent and 
the agent’s local knowledge of the identity of the recipient to create a sense 
of trust on the part of the sender that the remittance will be delivered to 
the intended recipient in full and within the expected delivery time.  The 
processes described by MTOs also suggest that, as they are moving value 
within their own network, they are prepared to transfer value between the 
sender and recipient more quickly than bank currency conversion 
settlement processes would allow. 

The problem of affordable access to currency conversion is a secondary 
issue because it could be easily resolved by aggregating multiple small 
transactions into single large transactions to be cost effectively settled 
through the conventional bank foreign exchange conversion systems.  The 
high per transaction cost of bank currency conversion and, more 
importantly, the preference of banks to offer currency conversion to their 
customers through a branch, gave MTOs the competitive advantages of 
lower costs, faster service and deeper reach into the recipient communities 
and, to a lesser extent, the sending countries. 

Therefore, the main challenge for MTOs is finding and maintaining 
affordable access to a currency conversion system that is compliant with 
AML/CFT processes given the evidence of identity available from their 
customers and the type of service expected by their customers. 

AML/CFT regimes introduce global requirements for the formal identification 
of recipients that are problematic for many of the transactions completed by 
MTOs, and carry the risk of large fines for non-compliance51.  If either the 
requirements for identification could be modified regionally or the currency 
conversion process that MTOs channel through banks could be managed 
within the region, the compliance requirements and risks of non-compliance 
could be modified by local regulators to reflect local conditions.  However, 
this is not the case for the following reasons: 
 Currency conversion processes used by New Zealand banks rely on 

access to correspondent banking relationships with large United States 
banks.  Some of these banks have been heavily fined for AML/CFT 
breaches and therefore have no appetite for transactions that may be 
classified as risky due to the quality of evidence of identity of the 
sender and recipient of the funds. 

 Correspondent banks now systematically screen requests for currency 
conversion submitted by the New Zealand banks they deal with for 
parties or patterns of transactions that they regard as suspicious and 
require the bank submitting the request to satisfy the correspondent 
bank that AML/CFT requirements are being met.  If the correspondent 
bank is not satisfied with the requesting bank's response, the 
relationship is put at risk. 

                                                
51 See section 4.9. 
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 As correspondent banks are effectively clearing houses for currency 
transactions, they have oversight of a much wider range of currency 
conversion transactions than New Zealand banks and therefore are 
more likely to identify patterns of activity that they regard as 
suspicious. 

 To preserve their access to the international currency conversion 
system, New Zealand banks have to meet the correspondent banks' 
standards for demonstrating compliance with AML/CFT regimes.  The 
correspondent bank standards seem to be based on an assessment of 
the pattern of transactions and the identity of the parties involved more 
than the evidence of business processes that should ensure AML/CFT 
compliance. 

For completeness, it is of note that the de-risking issues described above 
are not solely limited to MTOs.  Globally, a number of different customer 
types have been classified as higher risk entities and have had challenges 
with new or continued banking relationships.  For example, we are aware 
that some United States banks have recently adopted a similar de-risking 
approach with foreign embassies due to the difficulties in monitoring 
transactions and other issues related to politically exposed persons.  
Similarly, the United Kingdom has noted a trend to 'de-bank' offshore not 
for profit entities, many of whom provide aid to developing countries. 

The decline in correspondent banking relationships globally is likely to be 
compounding bank's concerns about protecting their correspondent banking 
relationships.  There has been a range of recent literature published on the 
drivers for the trend of withdrawals from correspondent banking 
relationships.  This literature generally attributes AML/CFT as one of a range 
of reasons for the decline in correspondent banking relationships.  For 
instance, a recently released International Monetary Fund report52 stated 
that the decisions of correspondent banks to withdraw from correspondent 
banking relationships: " reflect banks’ cost-benefit analysis, shaped by the 
re-evaluation of business models in the new macroeconomic environment 
and changes in the regulatory and enforcement landscape, notably with 
respect to more rigorous prudential requirements, economic and trade 
sanctions, AML/CFT requirements and tax transparency. These factors 
inform banks’ risk and reputational cost perceptions." 

Approximately half of the banking authorities that completed a World Bank 
survey indicated that they were experiencing a decline in correspondent 
banking relationships.53  Three quarters of the large banks responded that 
the number of correspondent accounts they hold for other banks had 
declined between end-2012 and mid-2015.  The reductions in numbers 
varied considerably, from less than 5% to more than half in the case of one 
bank.  95% of large bank respondents identified AML/CFT concerns as the 
driver for the termination of the correspondent banking relationships.54 

The global MTOs face long term challenges in managing cost of service 
delivery including AML/CFT compliance in Pacific Island countries.  However, 
the global scale provides them with some market power and flexibility in 
maintaining their capacity to convert currency between the send and 

                                                
52 International Monetary Fund, The Withdrawal of Correspondent Banking 
Relationships: A Case for Policy Action (June 2016) at 5. 
53 World Bank Group, Withdrawal from Correspondent Banking: Where, Why and 
What to do about it (November 2015) at 13. 
54 World Bank Group, Withdrawal from Correspondent Banking: Where, Why and 
What to do about it (November 2015) at 33. 
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receive countries.  As their business model is based on networks of agents, 
it should be relatively easy to scale up or down as market conditions 
change. 

Based on the Central Bank of Samoa data, there appears to be strong 
competition among corridor specialist MTOs, with different MTOs achieving 
and then losing market dominance over a short period of time.  As a group, 
the main challenge to the ongoing viability of corridor specialist MTOs is 
their access to the New Zealand bank accounts and currency conversion 
facilities.  We understand that two of the major local remitters,

a h ve been notified that their New Zealand bank accounts will be 
closed.  While this does not necessarily force MTOs to stop operating, it 
does force them to adopt more expensive methods of payment 
collection/currency conversion and hold larger amounts of working capital. 

Banks have closed accounts for both corridor specialist and global MTOs 
because of bank dissatisfaction with the evidence provided by MTOs of 
compliance with AML/CFT and pressure from correspondent banks in the 
United States to avoid what the United States correspondent banks regard 
as high risk relationships.  There were strong differences of opinion among 
the interviewees about the fairness and consistency of bank decisions about 
which accounts to close.  Leaving aside this debate and the arguments 
about the reliability of AML/CFT audits, and the scope of New Zealand bank 
AML/CFT responsibility for MTO transactions with their customers, we make 
the following observations based on our interviews: 
 MTO foreign currency conversion is a very small business stream for 

New Zealand banks and MTOs are not competing in a market that banks 
wish to enter; 

 United States correspondent banks independently review the names of 
the parties, value and volume of transactions submitted by New 
Zealand banks to the United States correspondent bank through SWIFT.  
It is relatively easy for these banks to identify New Zealand bank 
transactions on behalf of known MTOs.  The individual United States 
correspondent bank assessment of a New Zealand bank's AML/CFT risk 
management is based on the risk assessment and appetite of the 
individual USA correspondent bank; and 

 

Problem Definition 

4.14. Summary 

The current MTO model for remittances between New Zealand and the 
Pacific is not viable and is under threat (particularly in the case of corridor 
specialists).  We have found that this view has been expressed across a 
number of the interviews we have undertaken,

well as in 
the pu

 as 
blished materials.  This is largely due to the AML/CFT compliance risk 

factors for these MTO's bankers, the costs of compliance with the AML Act 
and the correspondent banking relationship factors identified above.  It is 
likely that addressing only one of these factors alone will not resolve the 
issues identified in the Pacific Remittances RFP.  For example, simply 

                                                
55 Since writing this report KlickEx's account has been closed. 
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changing the law in New Zealand to provide a safe harbour for banks may 
not be enough as reputational risks, the cost of banking MTOs and risks to 
correspondent banking relationships will still exist. 

The key questions which arise from this conclusion therefore are: 
1. How much longer will these MTOs continue to operate for? 
2. What level of price tension do they create, such that when they are 

gone, to what extent will the cost of remittances to the Pacific increase? 
3. To what extent will remittances move 'underground' (for example, 

through the physical transport of cash or the use of personal bank 
accounts)? 

4.15. Problems and potential solutions 
 

 

Currently, the alternative models (i.e. banks and global MTOs) are likely to 
be more expensive and so the loss of corridor specialists could add to the 
cost of remittances to the Pacific. 

There is an inherent tension between providing remittances at low costs and 
ensuring that AML/CFT safeguards are in place.  The challenge is to 
appropriately balance these objectives through appropriate policies (or aid).  
The table below shows our analysis of the current market, with our 
assessment of cost and risk. 
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Table 1: Risk/cost matrix for remittance options 

Risk and cost of options available for remittances between New Zealand and the 
Pacific 

  

The MTO models available today for remittances to the Pacific (in particular 
the corridor specialists) are, we believe, generally placed in the top row 
(High Risk) of Table 1: Risk/cost matrix for remittance options. 

In assessing the options going forward in Part B, reference will need to be 
made to this risk matrix to ensure that the proposed solutions are 
somewhere closer to the bottom left of the risk matrix than the present 
options.  Developing solutions with reference to this matrix will also ensure 
that the solution proposed is a top down solution, rather than a bottom up 
one. 
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5. Part B:  Policy 
Options 

Executive summary 

5.1. Introduction 
Based on our review of the problems affecting the cost and access to 
remittance services between New Zealand and the Pacific we have identified 
a number of policy options for consideration. 

In our view, there are four material constraints on the existing model (in 
particular, the corridor specialist model): 
1. Correspondent banks:  these banks have been fined billions of dollars 

for lapses in AML/CFT processes.56  The risks are very real for these 
banks.  MTOs are generally considered high risk by correspondent 
banks for AML/CFT purposes. 

2. Unattractive market:  the revenue on offer in the Pacific remittance 
corridors is limited, yet remitters face the increasing cost of AML/CFT 
compliance and downward pressure on price (through the World Bank).   

3.  High cost of supply:  the SWIFT network is built for high value / high 
risk commercial transactions.  It costs approximately $30 to move 
money using this network.  As part of a million dollar transaction, this 
price is very reasonable.  However, it is not efficient to use it to move 
NZD$200 from New Zealand to Samoa. 

4. Too many hands:  the current model usually involves a MTO/bank in 
New Zealand (taking fees and NZD FX margins), an agent on the 
receiving end (often taking a withdrawal fee) and a correspondent bank 
(taking USD FX margins). 

  

These constraints have influenced how we have developed the policy 
options for this Part B and as such we have divided these options into two 
broad categories: 
1. options which identify these constraints on the existing remittance 

model and offer largely shorter term tactical solutions to mitigate the 
effects of those constraints whilst largely maintaining the MTO model 
(Category One Options); and 

2. options which are new, largely longer term strategic solutions which are 
designed to avoid those existing constraints altogether (and probably 
abandon the existing MTO model) (Category Two Options). 

A number of the Category One Options are not new ideas, but have been 
raised at various stages of development in a number of reports, most 
particularly the: 
1. World Bank Group report entitled "Review of the Market for Remittances 

in New Zealand on the basis of the CPSS – World Bank General 

                                                
56 For example, HSBC was fined USD$1.92 billion in 2012 for failing to detect Mexican 
drug money laundering in the transactions it was processing.  See 
http://www.reuters.com/article/us-hsbc-probe-idUSBRE8BA05M20121211 for further 
information. 
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Principles for International Remittance Services" (draft December 2014) 
(World Bank Report); and 

2. Treasury Reports: 
a. "Briefing for Remittance Ministers Meeting" dated 20 August 2015; 

and 
b. "Remittance Costs to the Pacific" dated 26 November 2015,  
(together, the Treasury Reports). 

We have summarised the proposals in the World Bank Report and the 
Treasury Reports in Appendix G to this report.  Some proposals have been 
adopted (for example, in relation to registration/licensing of MTOs) and 
others have been modified (for example, instead of subsidising MTOs, we 
have proposed subsidising receive end identity anchors such as passports 
and bank accounts). 

On the other hand, most of the Category Two Options are new solutions 
which we have developed to circumnavigate the existing issues with the 
MTO business model, in particular with corridor specialists. 

For each option proposed, we have provided an overview of the proposed 
policy and a table that summarises our views on the following factors: 
1. Implementation: what is required for that option's implementation 

and what the costs are likely to be for the New Zealand Government;  
2. Issues and Complexity: the level of complexity association with that 

option; 
3. Effectiveness: the effectiveness of that option in: 

a. reducing cost and access to remittances; and/or 
b. facilitating ability for corridor specialists to continue operating in 

New Zealand; 
4. Price: the impact on the price of remittance products; 
5. Access: the impact on access to remittance products; 
6. Send/Receive Market: the impact on the New Zealand market and 

the relevant receiver Pacific market; and 
7. Relevant New Zealand Government agencies.  While we have 

attempted to indicate the key New Zealand agencies which will be 
required to be involved in implementing each option, all of these 
options will require a degree of cross-agency involvement, 
(together, the Material Factors). 

A traffic light system has been used to rank each of the above factors 
relative to the other policy options, with green indicating a positive impact, 
amber indicating a neutral/moderate impact and red indicating a negative 
impact. 

5.2. Category One Options 
While we have reached the conclusion that the existing MTO model is 
probably unviable in the long term, there are solutions that can be put in 
place at a country level to delay the situation and/or mitigate the impact of 
MTO closures. 

The Category One Options which could improve access and costs for 
remittances that we have considered are: 
1. providing alternative banking arrangements for MTOs outside of the 

major banks; 
2. introducing a registration regime for MTOs and licensing regime for 

auditors; 
3. implementing regulatory actions which could be taken to address any 

market failures in the remittance market including: 
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a. greater transparency of pricing; and 
b. introducing price controls; and 

4. continuing with international lobbying efforts. 

The following table summarises the outcomes of each of the Category One 
Options.  A traffic light system has been used in the table to rank each of 
the above Material Factors relative to the other policy options, with green 
indicating a positive impact, amber indicating a moderate impact (or no 
impact where indicated) and red indicating a negative impact.  Note this 
table assesses the options on their own merits.  Some of these assessments 
would change if certain policy options are combined. 
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5.3. Category Two Options 
We have also considered long term structural changes in the Pacific which 
could improve access and costs for remittances.  In essence, the Category 
Two Options are alternatives to using the SWIFT network for sending 
remittances to the Pacific.  These include: 
1. promoting Pacific financial inclusion by: 

a. providing credible identity anchors by subsidising the cost of Pacific 
Islanders obtaining verified identification (for example, passports, 
national identity cards or a RealMe type system); and 

b. increasing the number of Pacific Islanders with bank accounts by 
subsidising bank account costs. 

2. introducing card scheme remittance products to the Pacific.  Card 
scheme systems are designed for personal payments, whereas SWIFT 
infrastructure is used predominantly as a bank to bank wholesale 
transfer system (which is expensive to customers) and hence could 
potentially be cheaper;  

3. modernising Pacific Island payment systems to increase their soundness 
and efficiency; and 

4. considering the introduction of a dual currency system and hence 
removing one of the costs involved in remittances (being FX margins). 

The following table summarises the outcomes of each of the Category Two 
Options.  As above, this table assesses the options on their own merits.  
Some of these assessments would change if certain policy options are 
combined.  For the purposes of the Category Two Options, we have 
assumed that some measures have been taken to improve financial 
inclusion in the Pacific. 
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5.4. Preferred portfolio of options 
In practice, no one policy option alone is likely to address the impact of 
further de-banking of MTOs on the cost and accessibility of remittances to 
the Pacific.  It is likely to require a combination of options, some of which 
will depend on the response of commercial entities. 

We believe that the mix of policy options most likely to address both the 
short term problems in the remittance market and also address structural 
issues to facilitate easier and cheaper remittances are: 
1. establishing alternative banking options for MTOs in New Zealand.  This 

could involve, potentially, using entities without a dependence on 
correspondent banking relationships, allowing Pacific banks to operate 
on a limited basis in New Zealand; 

2. improving confidence in MTO supervision primarily through an audit 
regime that only allows accredited auditors to conduct audits.  This 
could potentially make MTOs more bankable, at least with alternative 
banking providers.  As such, while this option could be ineffective if it 
was implemented by itself, it could be an effective policy if it was 
implemented alongside an alternative banking arrangement option; 

3. exploring the use of card scheme products for remittances given they 
are likely to be lower cost relative to the use of the interbank SWIFT 
network; 

4. investing in financial inclusion in the Pacific through centrally verified 
identity programmes, subsidising bank accounts costs (if necessary), 
programmes to on-board customers and funding education 
programmes; and  

5. support the development of a modern payment system in the Pacific – 
ideally one which is compatible with New Zealand systems, 
interoperable within international payment systems and uses common 
standards to exchange files, 
(together, the "preferred portfolio of options"). 

If the preferred portfolio of options is implemented as a suite of policy 
changes, we believe that the effectiveness of each individual option would 
be significantly increased. 

We have also addressed the possibility of regulatory intervention through 
disclosure and price control.  However, these options have primarily been 
included as fall back options if other short term options prove ineffective 
and any remaining participants in the remittance market exercise market 
power to increase price. 

5.5. Next steps 
We have outlined a series of steps that we believe the relevant agencies 
now need to take to investigate implementing the preferred portfolio of 
options. 

While there will be a number of challenges in implementing the preferred 
portfolio of options (including policy/legislative, private sector and 
international challenges), we believe that these options are the most 
feasible, and will have the highest impact in addressing the problem.
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Category One Options 

5.6. Introduction 
The largely shorter-term Category One tactical solutions to the Pacific 
remittances issue that we considered are: 
1. looking for alternative banking arrangements for MTOs, and in 

particular: 
a. a second tier financial institution in New Zealand with an exchange 

settlement account could bank MTOs; 
b. Pacific banks could enter into the New Zealand market on limited 

banking licences to bank MTOs;  
c. the Tonga Development Bank (TDB) voucher scheme; and 
d. the New Zealand Government could establish a remittance bank to 

bank MTOs. 
2. introducing a MTO registration and AML/CFT auditor licensing regime; 
3. regulatory intervention through: 

a. increased transparency of pricing; and/or 
b. price controls; and 

4. continuing with international lobbying efforts. 

5.7. Alternative banking arrangements 
We have considered four alternative banking arrangements which would 
allow MTOs (and particularly corridor specialists) to continue operating 
using largely the same model by banking them with institutions that are not 
dependent on correspondent banking relationships.  These are: 
1. incentivising a second tier financial institution with an exchange 

settlement account to bank MTOs.  We are aware of a non-bank 
payments processor potentially falling into this category; 

2. allowing Pacific banks or finance companies to open exchange 
settlement accounts and to bank MTOs offering remittance services to 
Pacific countries; 

3. the TDB voucher scheme proposal; and 
4. establishing a "remittance bank" with an exchange settlement account 

specifically to bank MTOs.   

Regardless of which of these options is pursued, the financial institution will 
need to comply with New Zealand AML/CFT requirements. 

In summary: 
1. working with a second tier financial institution to provide remittance 

services to the Pacific is probably the simplest and most cost effective 
option; 

2. enabling access for Pacific banks to the New Zealand payment system is 
likely to require some policy change at the RBNZ.  This should not be 
particularly complex or expensive and, in addition to potentially 
addressing some issues for MTOs, it could also be part of a longer term 
strategic solution enabling greater connectivity between the New 
Zealand and Pacific payment systems;  

3. while the TDB voucher scheme is innovative, we think that there are 
infrastructure issues on the receive side that will prevent its wholesale 
uptake; and 

4. establishing a remittance bank owned by the New Zealand Government 
is likely to be the most expensive and probably least palatable exercise 
for the New Zealand Government. 
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5.7.1. MTOs to bank with second tier financial institutions 
Policy option: a second tier financial institution with an exchange 
settlement account could be incentivised to bank MTOs 

Currently, NZX Limited and the Debt Management Office are the only non-
banks with an exchange settlement account.  All of the bank exchange 
settlement account holders will have relationships, directly or indirectly, 
with correspondent banks and/or are concerned about the reputational risk 
they may have in banking MTOs.  

  Furthermore, it may be possible to mitigate 
some of the risks or costs for the non-bank payments processor in banking 
MTOs by: 
1. providing some form of safe harbour for the non-bank payments 

processor to bank compliant MTOs (which still might not be enough for 
the other banks because of concerns about the correspondent banking 
relationships); and 

2. subsidising it to the extent that it was needed to be able to provide the 
services profitably. 

As well as having an exchange settlement account, the financial institution 
would also need some other payments infrastructure (for example, SWIFT 
infrastructure). 
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5.7.2. Pacific banks to open exchange settlement accounts 
Policy option:  Pacific banks could either directly, or through a subsidiary, 
apply to have an exchange settlement account in New Zealand and provide 
services to MTOs.   

Pacific banks would also likely offer their own remittance products, although 
they will not have the benefit of the extensive network of agents that many 
MTOs have already developed.  Many will bank the corridor specialists in 
their own countries and should be willing to do the same in New Zealand. 

Pacific banks have a large potential customer base in New Zealand.  There 
are around 300,000 ethnic Samoans living abroad (with 144,138 of these 
living in New Zealand).  Only 184,000 residents live in Samoa.  Tonga has a 
resident population of about 100,000 with over 125,000 living abroad (with 
60,333 of these living in New Zealand).57   

In our view, expansion by selected Pacific Island banks into the New 
Zealand market would not require legislative change because it is within the 
RBNZ's current legislative mandate of: 
1. ensuring the soundness and efficiency of the New Zealand financial 

system; and 
2. mitigating the damage to the New Zealand financial system of a bank 

failure. 

However, it would require a RBNZ banking standard in respect of Pacific 
banks.  Under the current RBNZ legislation, any financial institution is 
entitled to apply for an exchange settlement account.  The RBNZ requires 
relatively extensive information to support such an application and it is not 
clear whether the RBNZ would exercise its discretion to allow Pacific banks 
to open an exchange settlement account.   

Pacific banks are also likely to want to undertake some wider banking 
activities in New Zealand in order to justify the costs and expense of joining 
the financial system (some Pacific finance companies for example, have 
offered products to Pacific Islanders to consolidate their loans from payday 
lenders into a single lower interest loan). 

To the extent Pacific banks wish to register to conduct these activities, they 
may not meet the RBNZ prudential standards.  For example, most of the 
Pacific banks would not meet the RBNZ's credit rating requirements.  
Accordingly, it is likely that the RBNZ would need to develop a policy in 
relation to Pacific banks.  That policy is likely to have to deal with branch 
versus subsidiary registration and the extent of the activities which can be 
undertaken in New Zealand by Pacific banks (such that they do not 
compromise the stability and efficiency of the New Zealand financial 
system).  This could, for example, include a cap on the size of the balance 
sheet. 

Allowing Pacific banks to join a New Zealand payment system may also 
have longer term benefits when those countries are able to modernise their 
payment systems.  Direct connectivity to a New Zealand payment system 
could substantially reduce the cost of remittance.  It is possible that support 
may be given to Pacific banks to mitigate the cost of joining the New 
Zealand payment system. 

                                                
57 New Zealand 2013 Census Data, accessed at http://www.stats.govt.nz/ 
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5.7.3. Tonga Development Bank scheme 
Policy option: the TDB scheme which entails: 
1. TDB sells vouchers to customers in New Zealand, either online or on a 

mobile app.  A New Zealand company will be registered to sell the 
vouchers, giving the sender of the voucher recourse under consumer 
legislation.  Purchasers of the vouchers must have a New Zealand bank 
account, so every purchaser is already covered under the New Zealand 
bank's 'KYC' protocol. 

2. The purchaser's money is paid into TDB's New Zealand bank account. 
3. Proceeds of the voucher sales are paid from TDB's New Zealand bank 

account to Tongan importers of New Zealand goods and services. 
4. Pa'anga obtained from the Tongan importers is used to provide value to 

the vouchers in Tonga, constituting a matching transaction. 
5. The recipient in Tonga receives a mobile or email notification that the 

voucher has become available.  If the recipient has a Tongan bank 
account, it can be credited directly. If not, the recipient must redeem 
the voucher at TDB outlets or agents, either for cash, or directly for 
goods and services, 
(together, the TDB Scheme) 

The TDB Scheme aims to operate without requiring the transfer of funds 
offshore.  Instead, vouchers are purchased from the TDB by customers in 
New Zealand, and then the equivalent value of the voucher can be delivered 
in cash, goods, or services to people living in Tonga. 

This is achieved by collecting the proceeds of the voucher sales in a New 
Zealand bank account of TDB, and then selling the proceeds to Tongan 
importers of New Zealand goods and services.  The Tongan currency 
obtained from the importers is then used in Tonga to provide value to the 
vouchers sold in New Zealand. 
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However, the TDB Scheme received an exemption from the Financial 
Markets Authority in June 2016 exempting the scheme from New Zealand 
securities legislation. 

To provide a conclusive view on this model, we would need to sight a full 
transaction lifecycle schematic, as well as the system and network 
architecture (end to end).  However, as this model requires a New Zealand 
bank account, it faces the same constraints as MTOs currently do (and as 
such is likely a shorter term model).  Further, this model may have some 
operational and technical challenges. 

This model has advanced since we were in Tonga (in terms of its legal 
status in New Zealand at least).  We are not sure the extent to which 
systems upgrades and clearing system changes have been effected to 
resolve the challenges. 
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5.7.4. Establish a remittance bank 
Policy option: a government agency (such as MFAT) could establish a 
remittance bank and have that remittance bank: 
1. open an exchange settlement account; 
2. join the New Zealand payment system; and 
3. offer banking services to MTOs.   

The New Zealand Government already has an exchange settlement account 
(held by the Debt Management Office).  However, the Debt Management 
Office exchange settlement account is not used to offer banking services to 
the public. 

A Crown remittance bank could be used for other purposes, such as for 
embassies (which, as noted in Part A, have also faced the issue of being de-
banked).  
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5.8. MTO registration and auditor licensing regime 
Policy option:  Implement a comprehensive registration/licensing regime 
which incorporates four broad requirements: 
1. MTO registration; 
2. AML/CFT auditor licensing; 
3. more prescriptive audit requirements under the AML Act; 
4. increased onsite inspections by licensed auditors; and 
5. collection of transaction information. 

MTO registration 
Under this proposal, any remitter sending cross-border wire transfers from 
New Zealand would be required to register as a MTO (similar to the MTO 
registration regime contained in the Australian Anti-Money Laundering and 
Counter-Terrorism Financing Act 2006).  The register of licensed MTOs 
would be publicly available.  Publication of the register would allow the 
public to verify that the MTO is registered in New Zealand. 

Auditor licensing 
As discussed in Part A of this report, the banks that are (or have been) 
banking MTOs (in particular, some of the smaller corridor specialists) often 
cannot rely on the MTO's AML/CFT compliance audits.  The evidence we 
have seen indicates that the quality and accuracy of AML/CFT audits by 
private AML/CFT audit companies in New Zealand is inconsistent and 
unreliable, with some auditors not detecting deficiencies in AML/CFT 
processes.  We think the qualifications for auditors under the AML Act could 
be more stringent. 

Section 59 of the AML Act sets out the existing requirements for AML/CFT 
auditors: 

(3) The audit must be carried out by an independent person 
appointed by the reporting entity who is appropriately qualified to 
conduct the audit. 

(4) A person appointed to conduct an audit is not required to be— 

(a) a chartered accountant…; or 

(b) qualified to undertake financial audits. 

We would envisage an amendment to the AML Act to require AML/CFT 
audits to be conducted by a licensed auditor. 

The requirements for becoming a licensed auditor could broadly align with 
the requirements set out in the Auditor Regulation Act 2011 in respect of 
licensed auditors of Financial Markets Conduct Act 2013 reporting entities, 
and would involve a regulator (probably the DIA) issuing licenses to 
AML/CFT auditors and undertaking ongoing quality reviews of the licensed 
auditors. 

We think that an auditor licensing regime would reassure some smaller 
banks (and potentially Pacific banks if they were to enter the New Zealand 
market), which are not trying to protect correspondent banking 
relationships, that audits of MTOs are reliable and they will not be in breach 
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of the AML Act by processing the MTO's transactions (particularly if a safe 
harbour is introduced).   

More prescriptive audit requirements under the AML Act 
Section 56 of the AML Act requires a reporting entity to establish, 
implement, and maintain a compliance programme that includes internal 
procedures, policies, and controls to: 

a. detect money laundering and the financing of terrorism; and 
b. manage and mitigate the risk of money laundering and financing of 

terrorism. 
Section 58 of the AML Act requires a reporting entity to prepare a risk 
assessment of the AML/CFT risk it may reasonably expect to face in the 
course of its business.   
 
Section 59 of the AML Act requires a reporting entity to review its risk 
assessment and its AML/CFT programme to: 

a. ensure the risk assessment and AML/CFT programme remain current; 
b. identify any deficiencies in the effectiveness of the risk assessment 

and the AML/CFT programme; and 
c. make any changes to the risk assessment or AML/CFT programme 

identified as being necessary under paragraph (b). 

These audit requirements were drafted so as not to be too prescriptive in an 
effort to avoid unnecessary compliance costs. However, based on our 
discussions with banks in relation to AML audits, a more prescriptive regime 
may assist in making audits more reliable. 

Onsite inspections 
Currently, MTOs are required to have their risk assessment and AML/CFT 
programme audited every two years.  While we have not looked at the 
adequacy of this requirement in detail, we suspect that this period is too 
long given how quickly the remittance market evolves.   

A successful annual onsite audit by a licensed auditor could provide the 
basis for a safe harbour (which is discussed at section 5.7) for banks 
banking MTOs. 

Transaction data collection 
We would also envisage the transaction data collection proposal described 
above also being a part of this regime. 

This option would be an effective regulatory intervention if implemented in 
conjunction with one of the alternative banking arrangement options to give 
greater comfort to the financial institution banking the MTO that the MTO is 
AML/CFT compliant. 
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5.9. Regulatory interventions 
If other interventions are not successful in addressing the demise of 
corridor specialist MTOs, such that Western Union and ANZ remain the only 
realistic options for Pacific remittances, then there are steps that could be 
taken (or even threatened) if they end up using market power to increase 
price.  They are: 
1. price transparency regulations; and 
2. price controls. 

5.9.1. Regulation by transparency of fees and FX margins 
Policy Option:   This option would involve the adoption of either one or 
both of these proposals: 
1. Limb one: require greater disclosure of costs by money remitters at the 

point of purchase of the services.  Any financial institution remitting 
money internationally would be required to disclose the remittance fee 
and FX margin upfront. 

2. Limb two: require money remitters to send transaction data to the DIA 
and/or SendMoneyPacific for more accurate public disclosure. 

Limb one of this policy option would require any remitter that sends a 
cross-border wire transfer from New Zealand to provide a customer with a 
breakdown of fees and FX margins at the point of sale.  The remitter would 
also be required to disclose to the sender if the recipient of the remittance 
will be charged a fee when they withdraw the money.  This proposal would 
ensure that customers have enough information to make fully informed 
decisions and may help to influence customer behaviours.   

To the extent that remitters are not disclosing transaction fees currently 
(although we suspect that most remitters already do disclose remittance 
fees), this transparency requirement may encourage customers to 
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aggregate transactions (instead of sending the high volume, low value 
remittances which we have identified as being typical of the Pacific market).  
However, the most valuable aspect of this proposal will be the required 
disclosure of FX margins.  Based on our research of remitters (in particular, 
corridor specialist MTOs), it is clear that there is currently little transparency 
in relation to the FX margins customers are being charged.  Particularly 
where a transaction fee is also being disclosed by the remitter, some 
customers may not be aware that a FX margin is charged additionally.  We 
also note that in some cases it is not always clear to the sender what the 
cost of withdrawal of the remittance is on the receive side. 

The Dodd Frank Wall Street Reform and Consumer Protection Act in the 
United States is a recent example of transparency and disclosure being 
used as a regulatory tool to regulate remittances.  That Act requires 
remitters to give the following disclosures to consumers before they pay for 
remittance transfers: 
1. the exchange rate; 
2. all fees and taxes collected by the remitter; 
3. any fees charged on the withdrawal side or by any intermediary 

institutions; 
4. the amount of money expected to be delivered to the recipient; 
5. the date when the money will arrive; and  
6. how the consumer can report a complaint. 

There are two ways this policy option could be achieved: 
1. through separate legislation, akin to the CCCFA, which sets out money 

remitters' disclosure requirements to their customers.  There may be 
some delegated legislation through which such a regime could be 
implemented, although we have not looked at this in detail; or 

2. through the existing (or a slightly modified) Fair Trading Act 1986 
regime, such that inadequate disclosure of transaction fees and FX 
margins would be a breach of that Act.  In effect, the Commerce 
Commission could issue guidance, for example, that disclosure is 
required.  We have not looked at this in detail and it will require further 
work.  

Limb two of this policy option would require remitters sending cross-border 
remittances from New Zealand to provide the details of the transaction to 
the DIA and/or SendMoneyPacific, which would subsequently publish the 
aggregated data.   

The transaction details in respect of each remittance sent that we envisage 
being required to be disclosed are the: 
 transaction value; 
 remittance destination; 
 sender transaction fee (if applicable); 
 percentage of sender FX margin (if applicable); and 
 costs of withdrawal of the remittance for the recipient. 

While SendMoneyPacific currently publishes remittance costs in respect of 
individual remitters, we do not believe the website provides a completely 
accurate reflection of actual costs, particularly in relation to the FX margins 
charged for each transaction.  For example, when we compared the 
SendMoneyPacific quotes for a NZD 200 remittance to Samoa with the 
actual on the day cost of sending that same remittance with some global 
MTOs and corridor specialists, SendMoneyPacific only provided an accurate 
result for KlickEx, with other remitters such as Western Union and 
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MoneyGram proving to be more expensive on the day than the 
SendMoneyPacific website quote.  Providing SendMoneyPacific with more 
reliable transaction data will potentially increase consumer confidence in the 
service and encourage consumers to use it more. 

We have not looked at SendMoneyPacific's ability to process and populate 
this transaction information on its website and, as such, it might be more 
appropriate for an agency such as the DIA to offer a service similar to 
SendMoneyPacific.  If transaction data was to be sent to SendMoneyPacific, 
we would expect that it receives some government assistance to ensure 
that transaction data is published in a timely manner. 

This proposal would operate most effectively alongside a MTO registration 
and auditor licensing regime in New Zealand, with appropriate sanctions for 
remitters that do not submit the necessary transaction details (for example, 
the revocation of their MTO registration for repeat offenders). 
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5.9.2. Regulation by price control 
Policy option:  This option would involve imposing price controls on the 
fees and FX margins of remitters.  The price control would likely be a limit 
on the percentage of the value of a transaction that can be charged in fees 
and/or FX margins. 

We would envisage this policy option limiting the total amount a money 
remitter could charge for a transaction to, say, 5% of the remittance value, 
in line with the World Bank objective (although extensive economic analysis 
would be required in setting this figure). 

This policy option would require Pacific-wide government cooperation and 
(probably) price controls on both the send and receive sides of the 
transaction to ensure that costs are not simply transferred from the sender 
to the receiver. 

There are two ways this policy option could be achieved: 
1. through the Commerce Act 1986; or 
2. through separate legislation.  

However, it is more likely that this policy option would need to be 
implemented through separate legislation.  Section 52G of the Commerce 
Act 1986 provides that goods or services may be regulated under Part 4 of 
that Act only if  

(a) the goods or services are supplied in a market where there is 
both— 

(i) little or no competition; and 
(ii) little or no likelihood of a substantial increase in 
competition; and 

(b) there is scope for the exercise of substantial market power in 
relation to the goods or services, taking into account the 
effectiveness of existing regulation or arrangements (including 
ownership arrangements); and 

(c) the benefits of regulating the goods or services in meeting the 
purpose of this Part materially exceed the costs of regulation. 

The economic analysis involved in regulating prices is extensive and often 
highly complex.  As such, we think that remittance price controls should be 
limited to remittances to Pacific countries, although this still may be unduly 
complex to implement given the relatively small volume of remittances to 
the Pacific. 

We envisage this policy option being an option of last resort if, with further 
closures of corridor specialists, there were substantial cost increases in 
sending money to the Pacific.   

While significant economic analysis is required to determine whether there 
is little or no competition in a market, we think it is unlikely that the current 
remittance market will meet this threshold.  However, this may change if 
our hypothesis is correct in relation to the eventual failure of the corridor 
specialist model, which is the point at which we are suggesting that this 
policy option may be more appropriate. 
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5.10. International lobbying  
Policy option:  support Pacific countries and the IMF in relation to lobbying 
for changes in the remittance market (particularly in relation to 
correspondent banking relationships).   

To the extent that New Zealand lobbyists are not already doing so, we 
believe that lobbying efforts would be most effective if they specifically 
targeted FATF and United States AML/CFT regulators.   

FATF is the key international body for setting anti-money laundering 
standards and has more influence in the AML/CFT area than other 
organisations such as the IMF and World Bank.  As such, we believe that 
FATF is the international organisation that lobbying efforts should focus on. 

We also believe that lobbying efforts should focus on the regulators of the 
United States AML/CFT regime that are currently applying regulatory 
pressure on the correspondent banks.  Correspondent banks have faced 
huge fines for both money laundering and terrorist financing breaches of 
the United States regime.  If these regulators can be lobbied to adopt a 
more risk based approach in respect of AML/CFT compliance, there could be 
a flow on effect from the correspondent banks to the New Zealand banks. 
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Category Two Options 

5.11. Introduction 
The Category Two Options we have developed are intended to be 
innovative, largely long term solutions which circumnavigate the need for 
remittances to be processed through SWIFT altogether by creating a new 
channel, therefore largely addressing some of the main problems faced by 
remitters to the Pacific currently (in particular, pressure from correspondent 
banks). 

We have developed four Category Two Options: 
1. Promote financial inclusion. 
2. Issue an expression of interest to the card schemes for them to enter 

into the Pacific market; 
3. Pacific payment system modernisation. 
4. Introduce a dual currency system. 

These options have the additional benefit that they will not require USD 
conversion, which intuitively should reduce costs by involving fewer 
intermediaries (all other options proposed in this report require transfers to 
be converted from NZD into USD and then USD into the destination 
currency). 

Supporting financial inclusion is integral to the Category Two Options.  Each 
of these policies would require further financial inclusion action in the Pacific 
to take place for them to be effective. 

5.12. Investment in financial inclusion 
Policy Option:  this option would involve the adoption of one or several of 
the following: 
1. Limb one:  subsidise efforts by Pacific governments to leverage new and 

improved, centrally verified systems of identification (such as photo 
documentation or a digital identity programme like RealMe) to citizens 
as part of the Pacific Financial Inclusion Programme (PFIP); 

2. Limb two:  subsidise the cost of bank accounts as part of the existing  
PFIP; and/or 

3. Limb three:  fund education programmes or initiatives aimed at 
improving the level of public knowledge regarding financial services 
among the unbanked population, or to make such information more 
accessible and available. 

Data from Fiji and Samoa has suggested that a significant number of 
unbanked adults cite a lack of identity documentation as a reason for not 
having a bank account.58  There are still areas of the Pacific where people 
do not have a verified photo ID.  

The first limb of this policy option would be to ensure that efforts to 
increase financial inclusion are not compromised by the lower rate of 
verified identification documentation among currently unbanked adults.  
Although some Pacific nations, Fiji in particular, have responded to this 
issue by requiring banks to confirm only minimal information for low-risk 
customers, this is not the soundest approach.  A more comprehensive 
identification regime would increase the accessibility of banking services to 

                                                
58 Based on data from the Reserve Bank of Fiji, Central Bank of Solomon Islands and 
Central Bank of Samoa Report "Benchmarking financial inclusion in Fiji, Samoa, and 
Solomon Islands: Findings from the first national demand side surveys" (2016) at 7 
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unbanked adults, and would do so with a higher degree of compliance with 
international KYC standards. 

Consideration would need to be given as to the most effective identity 
programme to implement.  A digital identity programme such as RealMe 
would be more effective in nations and areas where there is a high degree 
of digital penetration.  This is not the case in many areas of the Pacific.  The 
viability of a digital identity programme may subsequently be contingent 
upon the growth of digital inclusion in the Pacific. 

Limb one would have collateral net benefits for Pacific peoples, as wider 
passport/identity card ownership would likely have other social benefits. 

This option also directly addresses the systemic risks of AML/CFT.  Financial 
services that are cash-intensive pose a much higher systemic threat, and a 
higher degree of financial inclusion would cause a direct reduction of 
reliance on cash and cash products within the Pacific region. 

Limb two of this policy option would be aimed at addressing the problem 
that people in the Pacific region do not use bank accounts because they do 
not have enough money.  The costs of operating a bank account in the 
Pacific are relatively high, especially compared with New Zealand.  These 
costs are often compounded by difficulties in reaching points of service. 

Subsidies could be delivered in one of three ways: 
1. Subsidise the bank account costs of service providers. 
2. Issue a RFP and award the subsidy to the bank with the most 

competitive offering. 
3. Use a government owned bank as a challenger bank to force prices 

down (although this option could risk the likes of ANZ exiting the 
market). 

The bank account subsidies would, we think, be much more effective than 
the previously proposed subsidies for New Zealand-based MTOs because it 
will widen the range of receive side remittance options. 

Several other policy options would benefit greatly from a higher proportion 
of the population being banked.  For example, card scheme operators such 
as Visa and MasterCard are more likely to enter the Pacific market if 
financial inclusion is sufficiently evolved to support a large enough customer 
base to be profitable. 

Limb three of this policy option will aim to counter the barriers to financial 
inclusion that could be reduced by improving knowledge of the financial 
services that are available.  Namely, these are: 
 a poor understanding of bank products beyond longer-term savings 

products; 
 a perception that banks are only appropriate for adults with regular 

income streams; 
 a perception that a lack of documentation is a barrier to financial 

inclusion; 
 a lack of knowledge of financial service points (locations); 
 gender disparities in account ownership; 
 a poor understanding of how to use mobile money wallets; and 
 a poor understanding of the benefits of mobile money services. 
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ANZ recently ran an education campaign targeting seasonal workers to 
teach them about the financial benefits of having an ANZ account for both 
sides of a transaction.  We would envisage campaigns similar to this, but 
targeted at the general populations of Pacific people living in New Zealand. 

 

 

5.13. Introduce card scheme products to the Pacific 
Policy option:  prepare an expression of interest to be sent to Visa, 
Mastercard, and possibly China Union Pay that: 
1. seeks an expression of interest in relation to the provision of a Pacific 

wide remittance product; 
2. asks the card schemes to identify how they would introduce that 

product (including the degree to which the card schemes would be 
dependent on Pacific banks); and 

3. asks whether the product could be issued in respect of multiple 
jurisdictions. 

We have categorised this option as a Category Two Option because it would 
utilise new networks outside of the existing SWIFT network.  However, this 
option has the potential to be a much shorter term solution than the other 
Category Two Options. 

Many credit card schemes are looking to develop remittance products as 
they see this as a global market.  While the Pacific remittance market is 
small compared to other markets, it could be a good pilot market for a 
number of credit card scheme products.  Given China's increasingly close 
relationship with Pacific nations, China Union Pay may also be an important 
stakeholder.  While it may be possible to issue an expression of interest on 
a country by country basis, initial thoughts should be given to combine 
some Pacific countries to provide sufficient scale. 
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We envisage that this option would provide customers with a new 
remittance product option that is not available currently.   

Introducing the card schemes to the Pacific would have collateral benefits 
for Pacific island countries, as it would provide more domestic retail 
payment options for consumers.  

The quality of responses to the expression of interest will be reasonably 
dependent on the quality of the expression of interest and some resources 
will be required to get this right.  The governments and central banks of the 
key Pacific nations will all need to be involved in the process. 

 

 

5.14. Pacific payment system modernisation 
Policy option:  develop a modern payment system for the Pacific. 

This should focus on the developing a payment system that: 
1. is consistent with a ten year vision for the Pacific; 
2. focuses on the needs of end users and, in particular, consumers and 

merchants; 
3. enables efficient clearing and settlement between banks and, in 

particular, has common standards that enable efficient clearing and 
straight through processing; 

4. ideally, is interoperable with international payment systems but 
particularly payment systems in Australia and New Zealand.  This could 
involve either the use of the current New Zealand BACHO standards or 
international standards (eg. IBAN or ISO standards); 

5. ideally uses common standards across the Pacific to ensure an efficient 
exchange of payments across all Pacific nations; 
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6. complies with the World Bank principles for payment systems (in 
particular, having a sound legal underpinning, not just through 
legislation, but through standards); and 

7. takes a graduated approach to the development of the systems focusing 
on changes which have the highest and the most immediate impact.  
This could, for example, involve the development of interoperable 
EFTPOS systems and access to card scheme networks.   

This modernised payment system may, depending on how the payments 
system is designed, allow payments to be made directly from an account in 
New Zealand to an account held with a different bank in a Pacific country 
without needing to be sent as an expensive SWIFT transfer. 

While developing a strategic approach to the development of payment 
systems for the whole of the Pacific, consideration could also be given to 
using the Cook Islands as a prototype.  The Cook Islands have recently 
approved a budget to modernise its payment systems.  Aside from the fact 
that it uses NZD as its currency, the issues it faces in building a modern 
payment system are likely to be the same across Pacific nations.   

As this project will be complex at a technical and at a governance level, 
with implementation taking place over a number of years, it is important 
that it is set up with some formal project structure.  It will be important 
that any project team modernising the payment system is set up with a 
clear terms of reference and follows good project disciplines and, for 
example, has: 
1. a project owner; 
2. a project steering group; and 
3. stakeholder groups.   

It is likely that MFAT is the most logical project owner given that it is likely 
to be providing the bulk of the funding.   

The stakeholders that should be involved in developing a modern payment 
system from the Pacific should include: 
1. business representatives; 
2. consumer representatives; 
3. bank representatives (particularly in relation to clearing); 
4. advisors; 
5. central bank representatives; 
6. government officials; and 
7. representatives of the World Bank or IMF. 

Payments NZ could potentially be approached to support the project 
steering group.  It has recently developed a vision for payments in New 
Zealand.  It also has experience of probably the largest recent introduction 
of a new payment system from what was the introduction of the settlement 
before interchange in 2012.  

While an exchange settlement account system and the management of 
settlement risk between banks is an important cornerstone of any payment 
system, we believe greater efficiencies can be achieved by focusing on 
payments issues for the consumer and merchant.  It is also likely that 
significant costs can be removed for consumers through a more efficient 
clearing system (the costs of transferring money tend to be high in the 
Pacific).  While this predominantly will reduce costs of domestic money 
transfers, once there is greater connectivity to international banking 
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systems (in particular those in Australia and New Zealand), these should 
also work to minimise remittance costs by enabling payments to be made 
direct from New Zealand bank accounts to bank accounts in Pacific 
countries. 

The system could also be interoperable with the Australian payments 
system. 

As well as the New Zealand Government, ANZ and BSP will also be key 
stakeholders.  They are likely to be responsible for a reasonable percentage 
of the costs involved across the Pacific, and also ultimately likely to be key 
beneficiaries of any efficiency gains arising from a more modern payment 
system.  It will be important to engage constructively with them. 

While clearing systems and the modernisation elements are primarily 
interbank issues they will also be of interest to central banks in each of the 
Pacific Islands. 
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5.15. Dual currency 
Policy option: encourage the use of other currencies, such as NZD, in 
countries with high remittances from New Zealand.  A dual currency 
solution would involve: 
1. Pacific banks introducing NZD accounts for customers; 
2. potentially facilitating interbank settlement of NZD accounts (enabling 

customers to transfer NZD in countries such as Samoa and Tonga 
between accounts); 

3. potentially merchants accepting New Zealand dollars as well as local 
currency. 

Implementation of this policy option is likely to require: 
1. the support of each of the Pacific governments with their own 

currencies (there will be sovereignty and economic management issues 
associated with that); and 

2. a formal economic assessment of the trade-offs in each Pacific country 
associated with the adoption of dual currencies.  Ultimately it is a policy 
decision for those countries.  Once policy decisions are made (and only 
then) will it be appropriate to establish a task force to implement dual 
currencies. 

Mexico and the Philippines are examples of countries where this appears to 
have worked.  Effectively, it removes the FX margin cost from the 
remittance process and allows a more liquid market for exchange with other 
currencies (such as NZD to Australian dollars). 

Unlike the Philippines and Mexico, in Tonga's and Samoa's case, 
remittances are not largely confined to one currency.  There is a reasonable 
spread of remittances from Australia, New Zealand and the United States.  
However, if even just one of those currencies operated as a dual currency it 
may still reduce the costs of currency conversion because there would be a 
more liquid market for the conversion of the NZD, Australian dollar and US 
dollars than there is between those currencies and domestic currencies such 
as the tala and the pa'anga.   
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Preferred portfolio of options 

5.16. Proposed suite of options 
We believe that the preferred portfolio of options is most likely to address 
both the short term problems in the remittance market and also address 
structural issues to facilitate easier and cheaper remittances. 

In practice, no one policy option alone is likely to address the impact of 
further de-banking of MTOs on the cost and accessibility of remittances to 
the Pacific.  It is likely to require a combination of options, some of which 
will depend on the response of commercial entities. 

We believe that the mix of policy options most likely to address both the 
short term problems in the remittance market and also address structural 
issues to facilitate easier and cheaper remittances is: 
1. establishing alternative banking options for MTOs in New Zealand.  This 

could involve, potentially, using entities without a dependence on 
correspondent banking relationships, allowing Pacific banks to operate 
on a limited basis in New Zealand; 

2. improving confidence in MTO supervision primarily through an audit 
regime that only allows accredited auditors to conduct audits.  This 
could potentially make MTOs more bankable, at least with alternative 
banking providers.  As such, while this option would be very ineffective 
if it was implemented by itself, it could be an effective policy if it was 
implemented alongside an alternative banking arrangement option; 
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3. exploring the use of card scheme products for remittances given they 
are likely to be lower cost relative to the use of the interbank SWIFT 
network; 

4. investing in financial inclusion in the Pacific through centrally verified 
identity programmes, subsidising bank accounts costs (if necessary), 
programmes to on board customers and funding education 
programmes; and  

5. supporting the development of a modern payment system in the Pacific 
– ideally one which is compatible with New Zealand systems, 
interoperable within international payment systems and uses common 
standards to exchange files. 

If the preferred portfolio of options is implemented as a suite of policy 
changes, we believe that the effectiveness of each individual option would 
be significantly increased. 

We have also addressed the possibly of regulatory intervention through 
disclosure and price control.  However, these options have primarily been 
included as fall back options if other short term options prove ineffective 
and any remaining participants in the remittance market exercise market 
power to increase price. 

 

Next steps 

5.17. Overview 
While some preliminary work has been undertaken in relation to the 
implementation of the preferred portfolio of options, further analysis will be 
required in respect of the details of its implementation.  A summary of our 
preliminary assessment on the implementation and the issues/complexity 
with each of proposed option can be found in the traffic light tables under 
sections 5.2 and 5.3 of this report. 

However, in this section we provide some further details on the challenges 
associated with the implementation of the preferred portfolio of options, 
particularly in relation to where the implementation of elements of the 
policy is outside of the control of New Zealand Ministers. 

5.18. Implementing the preferred portfolio of options 
If the preferred portfolio of options is to be implemented then we believe 
the next steps are likely to include: 
1. Officials and representatives of MTO corridor specialists, should meet 

with an alternative bank account provider to discuss the basis upon 
which alternative banking arrangements could be put in place;  

2. Officials (presumably predominately from MFAT and Treasury) should 
work with the RBNZ on developing policy options for Pacific banks to 
enter into the New Zealand banking system on a limited basis; 

3. Officials would need to work together to develop a licencing and audit 
regime for MTOs (including identifying legislative changes required and 
the consultation process for implementing them); 

4. Officials (presumably from MFAT) would need to work with Pacific 
governments, Pacific banks (and potentially private sector experts) to 
develop an Expression of Interest to submit to card schemes for a 
remittance product that could be used in the Pacific cost effectively; 
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5. MFAT officials would (potentially) need to expand the support for the 
Financial Inclusion Programme – with particular emphasis on improving 
the quality of identities used in Pacific nations; and  

6. MFAT and the Pacific governments work across the Pacific to develop a 
plan and recommendation for the development of a common Pacific 
payments platform.  Once that plan is prepared and if it is approved by 
the respective governments, ideally, a Pan-Pacific project team could be 
established to implement the changes. 

5.19. Policy and legislative challenges 
With the exception of improvements to the AML Act audit regime option, 
our assessment is that the preferred portfolio of options will largely only 
require policy changes at the relevant agencies rather than legislative 
change. 

In particular, the limited licence regime proposed to allow Pacific banks to 
enter into the New Zealand market to bank MTOs as an alternative banking 
arrangement would require policy change for the Reserve Bank.  This is 
because many, if not all, Pacific banks would fail to meet the Reserve 
Bank's current liquidity and credit rating requirements. 

However, we believe that issuing limited licences would not be outside of 
the scope of the Reserve Bank's current legislative mandate of promoting 
the maintenance of a sound and efficient financial system because the 
Pacific banks would be too small in the context of the New Zealand financial 
system to pose any threat to its soundness. 

The policy settings of a limited licence could be carefully crafted to ensure 
that it would not set a precedent for banks from outside of the Pacific 
region. 

While the AML Act audit regime proposal would potentially require some 
minor legislative change, any such stricter auditing requirements would not 
conflict with FATF recommendations.  The DIA, however, would likely 
require more resources to implement this proposal. 

5.20. Private sector challenges 
Implementing options that leverage the private sector probably presents 
the best immediate option for mitigating the impacts of MTO closures on the 
Pacific remittance market.  The commercial entities potentially involve in 
providing the solutions include: 
1. an alternative banking provider in New Zealand; 
2. Pacific banks; and  
3. payment card schemes. 

It will, therefore, be important that the appropriate commercial incentives 
are in place for these entities to provide solutions.  Ideally, this could be 
done by a coordinated approach which meant that the market was 
sufficiently commercially attractive that no incentives were required.  
However, to the extent that this is not the case, commercial subsidies could 
be considered. 

5.21. International challenges 
All of the preferred portfolio of options will require the cooperation of 
governments on the receive side to be successfully implemented and 
therefore New Zealand Ministers are limited to the extent that they cannot 
control this cooperation.   
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6. Appendix A (Key 
Terms) 

Key Terms 

"AML Act" means the Anti-Money Laundering and Countering Financing of 
Terrorism Act 2009; 

"AML/CFT" means Anti-Money Laundering and Countering Financing of 
Terrorism; 

"APG" means the Asia Pacific Group on Money Laundering; 

"BACHO" means a standard messing format for the interchange of batched 
financial transactions; 

"BSP" means Bank South Pacific Limited; 

"CDD" means customer due diligence; 

"CCCFA" means the Credit Contracts and Consumer Finance Act 2003; 

"corridor specialist" means a MTO that specialises in servicing a specific 
remittance market; 

"DIA" means Department of Internal Affairs; 

"Digicel" means Digicel Group Limited; 

"EFTPOS" means Electronic Funds Transfer Point of Sale; 

"Exchange settlement account" means an account held by a financial 
institution with the RBNZ for the settlement of obligations with other 
account holders.  Also known as an 'ESAS' account; 

"FATCA" means Foreign Account Tax Compliance Act (US); 

"FATF" means the Financial Action Task Force; 

"FJD" means Fijian dollars; 

"Frankie Money Transfer" means Frankie Money Transfer Limited; 

"FSPR" means the Financial Service Providers Register; 

"FSPR Act" means the Financial Service Providers (Registration and 
Dispute Resolution) Act 2008; 

"FX" means foreign exchange; 
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"global MTO" means a MTO that provides remittance services in a number 
of different remittance markets around the world; 

"hawala" means an informal transaction whereby money is paid to an 
agent who then instructs an associate in the relevant country to pay the 
beneficiary; 

"IBAN" means International Bank Account Number, an internationally 
recognised system of identifying bank accounts across national borders;  

"IMEX" means IMEX Money Transfer; 

"Ink Patch" means The Ink Patch Money Transfer Limited 

"ISO" means the International Standards Organisation; 

"KlickEx" means the KlickEx Group Limited; 

"KYC" means know your customer; 

"Lotus" means Lotus Foreign Exchange Limited; 

"MBF" means MBF Bank Limited; 

"MFAT" means the Ministry of Foreign Affairs and Trade; 

"MTO" means money transfer operator; 

"Money Move IT" means Money Move IT Limited; 

"MoneyGram" means MoneyGram International Incorporated; 

"NZAID" means the New Zealand Agency for International Development; 

"NZD" means New Zealand dollars; 

"Orbit Remit" means Orbit Remit Global Money Transfer Limited; 

"Pacific ATS project" means the automated transfer system proposal 
currently being investigated by a number of Pacific countries; 

"Pacific Ezy" means Pacific Ezy Money Transfer Limited; 

"RBNZ" means the Reserve Bank of New Zealand; 

"RFP" means request for proposals; 

"SendMoneyPacific" means the independent remittance cost comparison 
website accessed at http://www.sendmoneypacific.org/; 

"SFCL" means Samoa Finance Company Limited; 

"SFMT" means Samoa Finance Money Transfer Limited; 

"SMTL" means Samoa Money Transfer Limited; 
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"SWIFT" means the Society for Worldwide Interbank Financial 
Telecommunication, which provides a network that enables financial 
institutions worldwide to securely send and receive information about 
financial transactions; 

"TOP" means Tonga paʻanga; 

"UAE Exchange" means UAE Exchange New Zealand Pty Limited; 

"USD" means United States dollars;  

"Western Union" means Western Union International Limited;  

"Wire transfer" has the meaning given to it in section 2 of the AML Act; 
and 

"Xpress Money" means Xpress Money Services Limited.
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7. Appendix B (Data) 
7.1. Remittance providers 

In this section, we have included data relating to the banks and MTOs 
operating in the New Zealand to Fiji, Samoa and Tonga remittance corridors 
and the average transactions sizes for remittances between New Zealand 
and a number of Pacific Island countries.  

Table 7 Bank remitting from New Zealand to Fiji, Samoa or Tonga  

Reporting a positive fee for any product sold through a remittance corridor as at 
the quarter shown in the table 

Bank 2011_
Q1 

2012_Q
1 

2013_Q
1 

2014_Q
1 

2015_Q
1 

2016_Q
1 

ANZ 
Bank 

Fiji,Sa
moa,T
onga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a, 

Fiji,Samo
a,Tonga 

ASB 
Bank 

Fiji,Sa
moa,T
onga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji Fiji 

Bank 
of 
Baroda 

N/A N/A N/A N/A N/A Fiji 

Bank 
of New 
Zealan
d 

Fiji,Sa
moa,T
onga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Nation
al 
Bank 

Fiji,Sa
moa,T
onga 

Fiji,Samo
a,Tonga 

N/A N/A N/A N/A 

Westp
ac 

Fiji,Sa
moa,T
onga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Westp
ac 
Expres
s Visa 
Prepai
d Card 

N/A N/A N/A Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Kiwiba
nk 

Fiji,Sa
moa,T
onga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 
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Bank 2011_
Q1 

2012_Q
1 

2013_Q
1 

2014_Q
1 

2015_Q
1 

2016_Q
1 

TSB Fiji,Sa
moa,T
onga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji,Samo
a,Tonga 

Fiji Fiji 

Source: Analysis of World Bank, Remittance Prices Worldwide 

Table 8: MTOs remitting from New Zealand to Fiji, Samoa or Tonga 

Reporting a positive fee for any product as at the quarter shown in the table 

MTO 2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

Digicel 
Mobile 
Money 

N/A Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

N/A N/A N/A 

Epokifo 'ou 
Money 
Transfer 

Samoa,Tonga Samoa,Tonga Samoa,Tonga Samoa,Tonga N/A N/A 

exchange4f
ree.com 

N/A N/A N/A N/A Samoa N/A 

Fetuu-To-
Financial 
Services 

N/A N/A N/A N/A Fiji,Samoa,To
nga 

N/A 

Frankie 
Money 
Transfer 

N/A N/A N/A N/A N/A Samoa, 

Gift 
Connects 
(Money) 

N/A N/A N/A Fiji Fiji N/A 

IMEX Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Internation
al 
Remittance 
(NZ) 

N/A Fiji Fiji N/A N/A N/A 

KlickEx Samoa,Tonga Samoa,Tonga Samoa,Tonga Fiji,Samoa,To
nga 

Samoa,Tonga Fiji,Samoa,To
nga 

KlickEx 
Pacific 

N/A N/A N/A N/A Fiji,Samoa,To
nga 

N/A 
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MTO 2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

Lotus Fiji Fiji Fiji Fiji Fiji Fiji 

Mateaki 
Money 
Transfer 

N/A N/A N/A N/A Tonga N/A 

Melie Mei 
Langi 
Money 
Transfer 

Tonga Tonga Tonga Tonga Tonga N/A 

Money 
Move IT 

N/A Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

N/A N/A 

MoneyGra
m 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

M-PAiSA N/A Fiji Fiji Fiji Fiji N/A 

Nikua 
Money 
Transfer 

N/A Tong Tonga Tonga N/A N/A 

Orbit Remit N/A N/A N/A Fiji Fiji Fiji 

Pacific Ezy  Samoa Samoa Samoa Samoa Samoa Samoa 

SFCL Samoa Samoa Samoa Samoa Samoa Samoa 

SMTL Samoa Samoa Samoa Samoa Samoa Samoa 

Tonga 
Ma'ae 
Tonga 

N/A N/A N/A N/A N/A N/A 

UAE 
Exchange 

Fiji Fiji Fiji Fiji Fiji Fiji 

Western 
Union 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

WorldRemit N/A N/A N/A N/A N/A Fiji,Samoa,To
nga 

Xpress 
Money 

N/A Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

Fiji,Samoa,To
nga 

N/A 

Source: The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.org 
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Table 9: New Zealand to Fiji remittance providers 

Reporting a positive fee for any product as at the quarter shown in the table 

NZ to Fiji bank/MTO 2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

BANKS 

ANZ Bank Active Active Active Active Active Active 

ASB Bank Active Active Active Active Active Active 

Bank of Baroda      Active 

Bank of New Zealand Active Active Active Active Active Active 

National Bank Active Active     

Westpac Express Visa 
Prepaid Card 

   Active Active Active 

Westpac Active Active Active Active Active Active 

Kiwibank Active Active Active Active Active Active 

TSB Active Active Active Active Active Active 

MTOs 

Digicel Mobile Money  Active Active    

Fetu'u - To - Financial 
Services 

      

Fetuu-To-Financial 
Services 

    Active  

Gift Connects (Money)    Active Active  

IMEX Active Active Active Active Active Active 

International Remittance 
(NZ) 

 Active Active    

KlickEx    Active  Active 

KlickEx Pacific     Active  

Lotus Active Active Active Active Active Active 
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NZ to Fiji bank/MTO 2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

Money Move IT  Active Active Active   

MoneyGram Active Active Active Active Active Active 

M-PAiSA  Active Active Active Active  

Orbit Remit    Active Active Active 

UAE Exchange Active Active     

Western Union Active Active Active Active Active Active 

WorldRemit      Active 

Xpress Money Active Active Active Active Active Active 

Source:   The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.org 

Table 10: New Zealand to Samoa remittance providers 

Reporting a positive fee for any product as at the quarter shown in the table 

NZ to Samoa 
bank/MTO 

2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

BANKS 

ANZ Bank  Active Active Active Active Active Active 

ASB Bank Active Active Active Active   

Bank of New Zealand Active Active Active Active Active Active 

National Bank Active Active     

Westpac Active Active Active Active Active Active 

Westpac Express Visa 
Prepaid Card 

   Active Active Active 

Kiwibank Active Active Active Active Active Active 

TSB Active Active Active Active   

MTOs 
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NZ to Samoa 
bank/MTO 

2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

Digicel Mobile Money  Active Active    

Epokifo 'ou Money 
Transfer 

Active Active Active Active   

exchange4free.com     Active  

Fetu'u - To - Financial 
Services 

      

Fetuu-To-Financial 
Services 

    Active  

Frankie Money Transfer      Active 

IMEX Active Active Active Active Active Active 

KlickEx Active Active Active Active Active Active 

KlickEx Pacific     Active  

Money Move IT  Active Active Active   

MoneyGram Active Active Active Active Active Active 

Nikua Money Transfer       

Pacific Ezy Active Active Active Active Active Active 

SFCL Active Active Active Active Active Active 

SMTL Active Active Active Active Active Active 

Western Union Active Active Active Active Active Active 

WorldRemit      Active 

Xpress Money Active Active Active Active Active Active 

Source:   The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.org 



Review of the Money Remittance Market in New Zealand: | Appendix B (Data) 

84  
 
 

Table 11: New Zealand to Tonga remittance providers 

Reporting a positive fee for any product as at the quarter shown in the table 

NZ to Tonga 
bank/MTO 

2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

BANKS 

ANZ Bank Active Active Active Active  Active 

ASB Bank Active Active Active Active   

Bank of New Zealand Active Active Active Active Active Active 

National Bank Active Active     

Westpac Active Active Active Active Active Active 

Westpac Express Visa 
Prepaid Card 

   Active Active Active 

Kiwibank Active Active Active Active Active Active 

TSB Active Active Active Active   

MTOs 

Digicel Mobile Money  Active Active    

Epokifo 'ou Money 
Transfer 

Active Active Active Active   

Fetu'u - To - Financial 
Services 

      

Fetuu-To-Financial 
Services 

    Active  

IMEX Active Active Active Active Active Active 

KlickEx Active Active Active Active Active Active 

KlickEx Pacific     Active  

Mateaki Money Transfer     Active  

Melie Mei Langi Money 
Transfer 

Active Active Active Active Active  
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NZ to Tonga 
bank/MTO 

2011_Q1 2012_Q1 2013_Q1 2014_Q1 2015_Q1 2016_Q1 

Money Move IT  Active Active Active   

MoneyGram Active Active Active Active Active Active 

Nikua Money Transfer  Active Active Active   

Tonga Maae Tonga       

Tonga Ma'ae Tonga       

Western Union Active Active Active Active Active Active 

WorldRemit      Active 

Xpress Money Active Active Active Active Active Active 

Source:   The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.org 

7.2. Remittance values 

Figure 5: Average remittance fees for banks and MTOs to Fiji 

Fixed fee plus exchange rates margin on NZD 200 remittance as a percentage 

 
Source: The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.org 
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Figure 6: Average remittance fees for banks and MTOs to Samoa 

Fixed fee plus exchange rates margin on NZD 200 remittance as a percentage 

 
Source: The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.org 

Figure 7: Average remittance fees for banks and MTOs to Tonga 

Fixed fee plus exchange rates margin on NZD 200 remittance as a percentage 

 
Source: The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.org 
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Figure 8 Average remittance fees for banks and MTOs to Vanuatu 

Fixed fee plus exchange rates margin on NZD 200 remittance as a percentage 

 
Source: The World Bank, Remittance Prices Worldwide, available at 
http://remittanceprices.worldbank.orgRemittance fees for banks and MTO 
provider
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Table 12 Average fees for remittances by corridor and remitter 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Countr
y 

Remitter 2011_1
Q 

2011_3
Q 

2012_1
Q 

2012_3
Q 

2013_1
Q 

2013_3
Q 

2014_1
Q 

2014_3
Q 

2015_1
Q 

2015_3
Q 

2016_1
Q 

Fiji 

Bank 13.13 13.41 11.88 12.29 12.17 11.86 11.60 12.26 11.90 11.65 12.26 

Card 
(Westpac
) 

4.90 5.45 4.35 3.86 3.57 4.56 5.05 4.54 4.86 3.58 5.20 

Local 
MTO 

8.72 11.10 8.44 7.27 7.29 7.66 4.71 6.45 5.62 6.43 7.50 

Global 
MTO 

9.84 8.14 6.84 7.24 6.06 6.08 6.76 7.33 8.00 6.68 7.84 

All MTO 9.61 8.64 7.48 7.25 6.61 6.71 5.83 6.85 6.70 6.59 7.71 

             

Samoa 

Bank 15.57 16.05 17.37 17.88 16.29 17.03 16.53 16.77 17.08 13.83 17.04 

Card 
(Westpac
) 

7.01 6.25 9.50 8.53 5.67 9.24 7.83 7.56 8.88 4.08 9.18 

Local 
MTO 

3.04 2.16 5.87 5.55 4.40 4.55 4.10 5.35 6.52 2.61 8.87 

Global 
MTO 

9.82 7.78 10.15 8.98 6.27 7.35 6.86 10.25 10.99 5.89 10.03 

All MTO 4.39 3.69 7.18 6.61 4.98 5.35 4.95 6.40 7.80 3.98 9.14 

             

Tonga Bank 16.33 19.13 17.19 15.99 16.38 18.61 18.07 17.72 16.81 12.22 16.42 
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Card 8.21 7.60 10.25 8.72 6.95  9.71 9.53 10.08 4.70 9.86 

Local 
MTO 

6.06 6.94 7.08 6.40 6.43 6.31 7.26 7.85 4.98 1.38 7.05 

Global 
MTO 

13.47 9.15 10.93 10.20 8.88 10.28 9.80 11.12 12.04 6.13 9.89 

All MTO 7.91 7.82 8.56 7.86 7.25 7.63 8.10 8.55 6.91 5.06 8.11 

             

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 13 Fees for bank remittances to Fiji 

Total fee for a NZD 200 remittance as a percentage of remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

ANZ 
Bank 

Cash to 
cash 

2 days  14.79          

ANZ 
Bank 

N/A 2 days 14.57           

ANZ 
Bank 

Account 
to 
account 

3-5 
days 

  13.70 13.76 13.03 13.11 11.24 11.01 10.39 10.97 11.43 

ANZ 
Bank 

Online 
service 

3-5 
days 

  11.78 11.84 11.11 11.19      

ASB 
Bank 

Account 
to 
account 

3-5 
days 

13.88 14.19 12.98 13.22 13.01 12.77 11.88 11.57 11.21 10.24 12.30 

ASB 
Bank 

Online 
service 

3-5 
days 

11.96 12.27 11.06 11.29 11.09 10.84      

Bank of 
Baroda 

Cash to 
account 

Same 
day 

          9.37 

Bank of 
New 
Zealand 

Account 
to 
account 

2 days 14.17 14.32          

Bank of 
New 
Zealand 

Account 
to 
account 

3-5 
days 

  12.87 14.07 14.38 13.32 13.63 14.42 13.98 14.53 14.95 

National 
Bank 

Account 
to 
account 

3-5 
days 

14.06 14.44 12.83 12.66        
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National 
Bank 

Online 
service 

3-5 
days 

  10.91 10.74        

Westpac 
Cash to 
cash 

2 days  12.68          

Westpac N/A 2 days 12.83           

Westpac 
Account 
to 
account 

3-5 
days 

  11.54 13.46 13.56 12.80 13.03 13.93 11.49 11.08 12.22 

Westpac 
Prepaid 
card 

< 1 
hour 

4.90 5.45 4.35 3.86 3.57 4.56      

Westpac 
Express 
Visa  

Prepaid 
card 

< 1 
hour 

      5.05 4.54 4.86 3.58 5.20 

Source:   The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 

Table 14: Fees for MTO remittances to Fiji 

Total fee for a NZD 200 remittance as a percentage of remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Kiwibank 
Account 
to 
account 

2 days 13.34 13.76          

Kiwibank 
Online 
service 

2 days 11.42 11.84          

Kiwibank 
Account 
to 
account 

3-5 
days 

  12.16 12.24 11.75 12.15 8.75 10.58 10.21 11.52 10.72 
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Kiwibank 
Online 
service 

3-5 
days 

  10.24 10.31 9.82 10.22      

TSB 
Account 
to 
account 

3-5 
days 

11.95 12.44 10.64 11.57 11.79 10.32 11.08 12.02 14.12 11.54 14.83 

              

Source:  The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 15 Fees for Global MTO remittances to Fiji 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Lotus 
Foreign 
Exchange 
Ltd 

Cash to 
cash 

Same 
day 

7.50 7.83 7.19 7.09 5.76 5.17 5.76 5.63 6.49 4.77 8.58 

Money 
Move IT 

Cash to 
account 

3-5 
days 

 4.93 3.68 3.90 1.62 3.33 4.29     

MoneyGram 
Cash to 
cash 

< 1 
hour 

6.97 8.05 5.99 7.12 5.75 4.83 5.78 5.31 5.75 5.24 5.54 

UAE 
Exchange 

Cash to 
account 

2 days 
  7.13         

UAE 
Exchange 

Cash to 
cash 

2 days 
12.97 7.55          

Western 
Union 

Cash to 
cash 

< 1 
hour 

11.90 12.36 11.44 11.36 10.67 4.93 6.48 5.96 7.84 7.38 7.94 

Western 
Union 

Online 
service 

< 1 
hour 

     10.70 10.33 11.73 11.68 11.22 11.79 

WorldRemit Mobile 
< 1 
hour 

         4.78 5.36 

Xpress 
Money 

Cash to 
cash 

< 1 
hour 

  5.59 6.75 6.51 7.51 7.94 8.01 8.26   

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 16 Fees for Local MTO remittances to Fiji 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Digicel 
Mobile 
Money 

Mobile 
< 1 
hour 

  6.61 5.10 4.82 6.99      

Fetuu-To-
Financial 
Services 

Mobile 
< 1 
hour 

       6.84 5.46   

Gift 
Connects 
(Money) 

Online 
service 

< 1 
hour 

      1.56 4.42 4.62   

IMEX Money 
Transfer 

Cash to 
cash 

Same 
day 

8.72 11.10 11.24 8.32 10.10 9.13 11.07 8.95 9.83 10.21 12.67 

International 
Remittance 
(NZ) 

Cash to 
account 

2 days   8.72 8.70 8.48 9.34      

KlickEx 
Pacific 

Mobile 
< 1 
hour 

      4.35 4.72 4.49   

KlickEx 
Online 
service 

< 1 
hour 

         4.47 4.78 

M-PAiSA Mobile 
< 1 
hour 

  7.19 6.95 5.76 5.17 5.92 5.63 4.55   

Orbit Remit 
Online 
service 

2 days       0.64 8.13 4.75 4.62 5.04 

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org  
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Table 17 Fees for Bank remittances to Samoa 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

ANZ 
Bank 

N/A 2 days 
13.46           

ANZ 
Bank 

Cash to 
cash 

2 days 
 12.83          

ANZ 
Bank 

Online 
service 

3-5 
days 

  14.01 13.39 13.97 14.33      

ANZ 
Bank 

Account 
to 
account 

3-5 
days   15.93 15.32 15.89 16.26 13.37 13.91 15.20 11.91 15.55 

ASB 
Bank 

Online 
service 

3-5 
days 

14.94 14.39 15.94 16.61 14.90 15.23      

ASB 
Bank 

Account 
to 
account 

3-5 
days 16.87 16.31 17.86 18.53 16.83 17.15 15.17     

Bank of 
New 
Zealand 

Account 
to 
account 

2 days 
18.50 18.87 20.42 24.41 20.42 20.92 20.85 20.69 22.58 16.57 20.78 

Kiwibank Online 
service 

2 days 
13.39 14.93          

Kiwibank Account 
to 
account 

2 days 
15.31 16.85          
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Kiwibank Online 
service 

3-5 
days 

  16.38 15.65 13.30 15.34      

Kiwibank Account 
to 
account 

3-5 
days   18.30 17.57 15.23 17.26 13.36 16.22 15.25 14.84 15.94 

National 
Bank 

Account 
to 
account 

3-5 
days 11.39 14.41 16.15 16.91        

National 
Bank 

Online 
service 

3-5 
days 

  14.23 14.99        

TSB Account 
to 
account 

3-5 
days 21.55 21.44 24.19 25.95 21.19 21.49 21.26     

Westpac N/A 2 days 14.75           

Westpac Cash to 
cash 

2 days 
 14.43          

Westpac Account 
to 
account 

3-5 
days   17.65 17.32 14.90 15.29 15.17 16.25 15.29 12.00 15.90 

Westpac Prepaid 
card 

< 1 
hour 

7.01 6.25 9.50 8.53 5.67 9.24 7.83 7.56 8.88 4.08 9.18 

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 

  



Review of the Money Remittance Market in New Zealand: | Appendix B (Data) 

97  
 
 

 

Table 18 Fees for Global MTO remittances to Samoa 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

exchange4free.com 
Online 
service 

2 days         11.56   

Money Move IT 
Cash to 
account 

Next 
day 

 4.92 7.23 8.24 4.56       

Money Move IT 
Online 
service 

Next 
day 

     6.64 6.70     

MoneyGram N/A 
< 1 
hour 

10.80           

MoneyGram 
Cash to 
cash 

< 1 
hour 

 9.72 13.02 5.17 3.93 3.34 4.23 10.02 9.78 2.07 10.20 

Western Union 
Cash to 
cash 

< 1 
hour 

8.84 8.69 12.20 13.18 10.51 10.80 10.54 12.36 13.18 9.70 13.27 

WorldRemit Mobile 
< 1 
hour 

         5.90 6.61 

Xpress Money 
Cash to 
cash 

< 1 
hour 

  8.14 9.32 6.08 8.62 5.96 8.36 9.45   

              

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 19 Fees for Local MTO remittances to Samoa 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Digicel 
Mobile 
Money 

Mobile < 1 
hour   7.59 5.76 4.27 6.98      

Epokifo 
'ou 
Money 
Transfer 

Cash to 
cash 

Same 
day 

3.20  8.55 7.01 6.09 4.54 5.71 7.17    

Epokifo 
'ou 
Money 
Transfer 

Cash to 
cash 

N/A 

 2.68          

Fetuu-
To-
Financial 
Services 

Mobile < 1 
hour 

       6.94 8.85   

Frankie 
Money 
Transfer 

Cash to 
cash 

< 1 
hour          3.22 10.16 

IMEX 
Money 
Transfer 

Cash to 
cash 

Next 
day 5.12 2.14 6.45         

IMEX 
Money 
Transfer 

Account, 
Cash to 
cash 

Same 
day 

   7.01 3.98 5.09 3.65 5.17 9.50 2.66 13.48 

KlickEx N/A Same 
day 

0.43           
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KlickEx N/A 3-5 
days 

0.99           

KlickEx N/A 2 days 1.90           

KlickEx Online 
service 

Next 
day 

 0.11 3.58 0.58 0.90 0.55 0.43 0.78 0.66 0.00 3.04 

KlickEx Online 
service 

3-5 
days 

 1.01 1.96 1.58 1.90 1.56 1.43 1.78 1.66 0.00 4.02 

KlickEx Online 
service 

2 days 
 3.01 0.96 3.18 3.53 3.15 3.03 3.37 3.26 1.45 5.56 

KlickEx Mobile Next 
day 

      4.24 4.58    

KlickEx 
Pacific 

Mobile < 1 
hour 

        4.10   

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 20 Fees for Local MTO remittances to Samoa continued 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Nikua Cash to 
cash 

< 1 
hour 

     7.25      

Pacific 
Ezy 
Money 
Transfer 

Cash to 
cash 

Same 
day 

3.20 2.14 6.45 7.01 3.98 4.00 4.68 6.82 8.19 3.43 12.01 

Pacific 
Ezy 
Money 
Transfer 

Online 
service 

Same 
day 

       7.59 8.96 4.20 12.78 

Samoa 
Finance 
Money 
Transfer 

Cash to 
cash 

2 days 5.68 4.06 7.85 8.93 6.96 5.93 7.12 7.09 10.00 4.80 11.11 

Samoa 
Money 
Transfer 
Ltd 

Cash to 
cash 

Same 
day 

3.76 2.14 9.42 8.93 8.01 6.47 6.60 7.59 10.00 4.20 10.55 

              

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 21 Fees for Bank remittances to Tonga 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

ANZ 
Bank 

N/A 2 days 13.71           

ANZ 
Bank 

Cash to 
cash 

2 days  11.88          

ANZ 
Bank 

Online 
service 

3-5 
days 

  11.50 11.57 13.69 15.66      

ANZ 
Bank 

Account 
to 
account 

3-5 
days 

  13.43 13.49 15.61 17.59 19.54   12.54 14.80 

ASB 
Bank 

Online 
service 

3-5 
days 

15.93 16.06 16.52 16.62 15.91 17.15      

ASB 
Bank 

Account 
to 
account 

3-5 
days 

17.85 17.98 18.44 18.55 17.83 19.08 16.69     

Bank of 
New 
Zealand 

Account 
to 
account 

2 days 16.38           

Bank of 
New 
Zealand 

Cash to 
cash 

2 days  15.70          

Bank of 
New 
Zealand 

Account 
to 
account 

3-5 
days 

  15.96 16.24 16.18 16.48 16.68 16.47 17.18 9.62 17.87 
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Kiwibank 
Online 
service 

2 days 15.50 16.28          

Kiwibank 
Account 
to 
account 

2 days 17.43 18.20          

Kiwibank 
Online 
service 

3-5 
days 

  17.15 15.76 14.50 18.29      

Kiwibank 
Account 
to 
account 

3-5 
days 

  19.07 17.69 16.42 20.21 15.05 17.19 16.77 14.88 16.50 

National 
Bank 

Online 
service 

3-5 
days 

  15.60 11.32        

National 
Bank 

Account 
to 
account  

3-5 
days 9.62 36.86 17.52 13.24 

  
     

TSB 
Account 
to 
account 

3-5 
days 

22.91 22.36 24.49 23.09 21.69 23.82 22.43     

              

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 22 Fees for Bank remittances to Tonga continued 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Westpac N/A 2 days 17.65           

Westpac 
Account 
to 
account 

2 days  16.85          

Westpac 
Account 
to 
account 

3-5 
days 

  19.36 18.33 17.00 19.19 18.05 19.50 16.48 11.84 16.50 

Westpac 
Prepaid 
card 

< 1 
hour 

8.21 7.60 10.25 8.72 6.95  9.71 9.53 10.08 4.70 9.86 

              

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 23 Fees for Global MTO remittances to Tonga 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Money 
Move IT 

Cash to 
account 

Next 
day 

 6.44 9.04 8.90        

Money 
Move IT 

Cash to 
cash 

< 1 
hour 

 7.40 10.00 9.67 7.74       

Money 
Move IT 

Online 
service 

3-5 
days 

     9.76 8.80     

MoneyGram 
Cash to 
cash 

< 1 
hour 

15.08 11.61 14.31 12.06 9.85 12.25 11.31 11.71 11.84 4.79 10.41 

Western 
Union 

Cash to 
cash 

< 1 
hour 

11.86 11.16 12.64 13.03 11.37 12.21 12.47 14.04 13.78 8.90 13.79 

WorldRemit Mobile 
< 1 
hour 

         4.69 5.47 

Xpress 
Money 

Cash to 
cash 

< 1 
hour 

  8.64 7.33 6.54 6.88 6.60 7.60 10.49   

              

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 24 Fees for Local MTO remittances to Tonga 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Digicel 
Mobile 
Money 

Mobile < 1 
hour 

  7.59 7.40 6.99 6.97      

Epokifo 
'ou 
Money 
Transfer 

Cash to cash Same 
day 

11.24 10.67 12.45 10.74 10.29 9.42 13.91 12.21    

Fetuu-
To-
Financial 
Services 

Mobile Less 
than 
one 
hour 

       6.84 6.28   

IMEX 
Money 
Transfer 

Cash to cash Same 
day 

9.38 8.53 9.17         

IMEX 
Money 
Transfer 

Account,Cash 
to cash 

Same 
day 

   7.46 7.76 9.73 10.94 10.34 7.31 4.79 12.40 

KlickEx N/A 3-5 
days 

0.42           

KlickEx N/A 2 days 1.12           

KlickEx N/A Next 
day 

2.27           

KlickEx Online 
service 

3-5 
days 

 3.11 3.58 0.79 1.89 0.55 0.43 0.75 0.68 0.00 3.66 
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KlickEx Online 
service 

2 days 
 3.98 1.96 1.80 0.90 1.55 1.43 1.75 1.68 0.00 4.63 

KlickEx Online 
service 

Next 
day 

 5.39 0.96 3.39 3.52 3.15 3.03 3.35 3.28 0.00 6.17 

KlickEx Mobile < 1 
hour 

      4.23 4.55    

KlickEx Online 
service 

< 1 
hour 

         2.11 8.38 

KlickEx 
Pacific 

Mobile < 1 
hour 

        5.10   

              

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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Table 25 Fees for Local MTO remittances to Tonga continued 

Total fee for a NZD 200 remittance as a percentage of the remittance value 

Bank Product Speed 2011_1Q 2011_3Q 2012_1Q 2012_3Q 2013_1Q 2013_3Q 2014_1Q 2014_3Q 2015_1Q 2015_3Q 2016_1Q 

Mateaki 
Money 
Transfer 

Cash to 
cash 

< 1 
hour 

       10.37    

Mateaki 
Money 
Transfer 

Cash to 
cash 

Same 
day 

        4.23   

Melie Mei 
Langi 
Money 
Transfer 

Cash to 
cash 

< 1 
hour 

11.94 9.94 11.74 11.45 11.66 10.12 13.26 12.83 11.31   

Nikua Cash to 
cash 

< 1 
hour 

  9.17         

Nikua Account, 
Cash to 
cash 

< 1 
hour 

   8.17 8.45 8.96 10.82 11.67    

Nikua Cash to 
account 

< 1 
hour 

           

Tonga 
Maae 
Tonga 

Cash to 
cash 

< 1 
hour 

       11.67    

Source: The World Bank, Remittance Prices Worldwide, available at http://remittanceprices.worldbank.org 
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9. Appendix D (Map of Report 
to RFP) 

Overview 

The table below sets out the specified requirements identified in the Pacific Remittances RFP and the 
Deloitte proposal for the Pacific Remittances RFP and maps those items to the relevant sections of this 
report where they are addressed: 

Table 26: Map of Report to RFP 

Requirement Source of 
Requirement 

Relevant section of Report 

Part A 

Key Questions: 

 Is it getting harder to remit 
money from New Zealand to 
the Pacific? 

 Is it getting more expensive? 
 What is the role of the MTO 

market in providing low cost 
and easily accessible 
remittance services between 
New Zealand and the Pacific? 

Treasury RFP 4.2 Is it getting harder to remit 
money from New Zealand to the 
Pacific 

4.3 Is it getting more expensive 

4.4 What is the role of the MTO 
market in providing low cost and 
easily accessible remittance 
services between New Zealand 
and the Pacific? 

The number, size and longevity of 
entities that are currently providing 
money remittance services between 
New Zealand and the Pacific 

Treasury RFP 4.6 Entities operating in Pacific 
market 

Data for two-way remittance traffic by 
volume and value for each country 

Inception Report 4.7 Value of remittances 

Level of GDP spend on remittances to 
and from each country 

Inception Report 4.7 Value of remittances 

Information on market power of 
incumbent MTOs and barriers to entry 

Response to RFP 4.6 Entities operating in Pacific 
market  

4.9 Regulatory 

How the market has changed since 
2009, including the number, size and 
geographical reach of entities; the 
range of products and platforms in the 

Treasury RFP 4.6 Entities operating in Pacific 
market  

4.7 Value of remittances  
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Requirement Source of 
Requirement 

Relevant section of Report 

market; and information on the volume 
of traffic by different product type 

4.8 Products 

4.9 Regulatory  

4.12 Changes in the MTO market 
since 2009 

The extent to which digital products 
are used by remittance providers and 
how demand has been shifting towards 
digital products 

Treasury RFP 4.8 Products 

 

Details of regulatory frameworks in 
place in relevant Pacific jurisdictions 
that affect MTOs 

Inception Report 4.9 Regulatory 

Details of cultural factors affecting the 
remittance market, including financial 
inclusion and digital penetration 

Inception Report 4.10 Cultural Factors 

Identification of the challenges facing 
MTOs and ranking in terms of impact 

Treasury RFP 4.12 Changes in the MTO market 
since 2009 

4.14 Summary 

Estimation of the number of MTO 
closures that have taken place over the 
time period specified and outline the 
main reasons for these MTO closures 

Treasury RFP 4.2 Is it getting harder to remit 
money from New Zealand to the 
Pacific? 

4.12 Changes in the MTO market 
since 2009 

4.13 Challenges to the MTO 
market 

4.14 Summary 

Assessment of how the drivers of MTO 
closures relate to domestic and 
international legislation 

Treasury RFP 4.13 Challenges to the MTO 
market 

4.14 Summary 

Consideration of the drivers of 
divergence of the average remittance 
costs between banks and MTOs 

Response to RFP 4.12 Changes in the MTO market 
since 2009 

Assessment of the sustainability of the 
MTO fee model 

Response to RFP 4.12 Changes in the MTO market 
since 2009 
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Requirement Source of 
Requirement 

Relevant section of Report 

Consideration of the drivers of MTO 
decisions on which receiving countries 
to offer services in 

Response to RFP 4.12 Changes in the MTO market 
since 2009 

Clearly outline the main problems 
facing the remittance market between 
New Zealand and the Pacific 

Treasury RFP 4.13 Challenges to the MTO 
market 

4.14 Summary 

Discuss the extent to which these 
problems are also present in other 
remittance corridors from New 
Zealand, and in the Australia/Pacific 
remittance corridor 

 4.2 Is it getting harder to remit 
money from New Zealand to the 
Pacific? 

Part B 

Outline a set of options beyond 
existing actions that would address 
problems of cost and access to 
remittance services identified in Part A 

Assess the impact the options are 
likely to have on cost and access to 
remittance services 

Provide assessment and comparison of 
the costs and benefits of the different 
options identified 

Specify and necessary collaboration or 
implementation requirements for each 
option 

Treasury RFP 5.5 Alternative banking 
arrangements 

5.6 Regulatory intervention 

5.7 Investment in financial 
inclusion 

5.8 International lobbying 

5.10 Pacific payment system 
modernisation 

5.11 Introduce card scheme 
products to the Pacific 

5.12 Dual currency 

Include consideration of the options 
previously provided by: 

 The Ministers briefing dated 26 
November 2015 

 The World Bank draft New 
Zealand Remittance Market 
Assessment Report 

 The Tonga Development Bank 
pilot scheme 

 The role of alternative 
international payment 
systems. 

Treasury RFP 5.1 Executive summary 

Appendix G (Previous Reports) 
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Requirement Source of 
Requirement 

Relevant section of Report 

Examine options to give money 
remittance businesses that are fully 
compliant with their AML Act 
compliance obligations facilities to hold 
funds outside mainstream banking 
channels. 

Response to RFP 5.5 Alternative banking 
arrangements 

Examine options to facilitate overseas 
money remittance outside the SWIFT 
system. 

Response to RFP 5.10 Pacific payment system 
modernisation 

5.11 Introduce card scheme 
products to the Pacific 

5.12 Dual currency 
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10. Appendix E (Materials) 
Table 27: Index of Materials 

Document 

Reports and Publications 

1.  Australian Transaction Reports and Analysis Centre (AUSTRAC), Strategic analysis brief: 
Bank de-risking of remittance businesses, dated 2015 

2.  Bank of Mexico, Domestic USD Transfer System (SPID), dated March 2016 

3.  Basel Institute on Governance, Basel AML Index 2015 Report, dated 18 August 2015 

4.  Bill & Melinda Gates Foundation, Fighting Poverty, Profitably: Transforming the economics 
of payments to build sustainable, inclusive financial systems, dated September 2013. 

5.  Board of Governors of the Federal Reserve System, Report to Congress on use of ACH 
System and other Payment Mechanisms for Remittance Transfers to Foreign Countries, 
dated April 2013 

6.  Buckley, Ross and Stanley, Rebecca, Protecting the West, excluding the rest: The impact of 
the AML/CFT regime on financial inclusion in the Pacific, and potential responses, dated 
February 2016 

7.  Deloitte New Zealand, Pacific Remittances Project Plan, dated 15 May 2016 

8.  Deloitte New Zealand, Response to Review of the Money Remittance Market in New 
Zealand RFP, dated 3 March 2016 

9.  Deloitte New Zealand, Review of the Money Remittance Market in New Zealand: Inception 
Report 

10.  De Renzis, Tania; Hasan, Iftekhar; and Schmiedel, Heiko, Retail Payments and the Real 
Economy: No 1572 of the European Central Bank Working Paper Series, dated August 2013 

11.  Financial Action Task Force (FATF) Money Laundering through the Physical Transportation 
of Cash, dated October 2015 

12.  Financial Stability Board, Report to G20 on actions taken to assess and address the decline 
in correspondent banking, dated 6 November 2015 

13.  MasterCard, MasterCard XB P2P PowerPoint, dated 2014 

14.  Maurer, Noel, Mobile Money/Global Money: An in-depth look at modern day money 
transfers 

15.  Ministry of Business, Innovation and Employment, The Remittance Pilot Project Report 

16.  Ministry of Labour, Commerce and Industry (Tonga), Starting a Business in Tonga: 
Obtaining a Licence for a Foreign Exchange Dealer, dated July 2009 
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Document 

17.  Park, Yoon S., The Inefficiencies of Cross-Border Payments: How Current Forces are 
Shaping the Future, dated 2006  

18.  Reserve Bank of Fiji, Checklist of requirements for application to conduct Foreign Exchange 
Business in Fiji, dated February 2014 

19.  Reserve Bank of Fiji, Central Bank of Samoa and Central Bank of the Solomon Islands, 
Benchmarking financial inclusion in Fiji, Samoa and the Solomon Islands: Findings from the 
first national demand side surveys, dated 2016 

20.  Tonga Development Bank:  

(a) Opening of a commercial savings account with Kiwibank. 

(b) Pa'anga voucher. 

21.  The Treasury, OIA request on firms providing money remittance services, dated 29 
September 2015. 

22.  The Treasury: Reports to the Minister of Finance: 

(a) Briefing for Remittance Ministers Meeting dated 6 May 2015. 

(b) Briefing for Remittance Ministers Meeting dated 20 August 2015. 

(c) Remittance costs to the Pacific dated 26 November 2015. 

(d) Seeking remittance information from Banks dated 14 December 2015. 

(e) Remittances: Update and letters to Pacific leaders dated 2 March 2016. 

23.  The Treasury, Request for Proposals: Review of the Money Remittance Market in New 
Zealand 

24.  World Bank Group, PAPRI: Review of the Market for Remittances in New Zealand on the 
basis of the CPSS-World Bank General Principles for International Remittances, dated 
December 2014. 

25.  World Bank Group, Withdrawal from Correspondent Banking: Where, Why and What to do 
about it, dated November 2015 

Correspondence 

26.  Letters to Minister of Finance from: 

(a) Bank of New Zealand dated 26 February 2016. 

(b) ASB Bank Limited dated 19 February 2016. 

(c) Westpac New Zealand Limited dated 19 February 2016. 

(d) ANZ Bank New Zealand Limited dated 12 February 2016. 
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Document 

 

Legislation 

27.  Australia 

(a) Anti-Money Laundering and Counter Financing of Terrorism Act 2006 

(b) Anti-Money Laundering and Counter Financing of Terrorism Rule Instrument 2007 

28.  Fiji 

(a) Financial Transactions Reporting Act 2004 

(b) Exchange Control Act 1985 

29.  New Zealand 

(a) Anti-Money Laundering and Counter Financing of Terrorism Act 2009 

(b) Anti-Money Laundering and Counter Financing of Terrorism Regulations 2011 

(c) Financial Service Providers (Registration and Dispute Resolution) Act 2008 

30.  Samoa 

(a) Money Laundering Prevention Act 2007 

(b) Money Laundering Prevention Guidelines 2010 

(c) National Payment Systems Act 2014 

31.  Tonga 

(a) Foreign Exchange Control Regulation 2000 

(b) Money Laundering and Proceeds of Crime Act 2000 

(c) Money Laundering and Proceeds of Crime Regulations 2010 

32.  Vanuatu 

(a) Anti-Money Laundering and Counter Terrorism Financing Act No. 13 of 2014 

(b) Financial Transactions Reporting Act 2006 
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11. Appendix F (Six Sigma) 
Introduction 

Six-Sigma is a methodology for identifying and then eliminating defects in any process. 

The full Six-Sigma project methodology contains many scores of data analysis and process design 
techniques that assist in defining underlying business problems and then generating potential solutions 
to those process anchored problems. 

For the Pacific remittance project, we have used non-data process analysis tools such as: 

 Determining Root Cause: The '5 Whys'; 
 Walking the Process (Gemba); and 
 Defining the process system (SIPOC). 

Defining the Problem59  

 Before we do anything we have to understand, in detail, what we are working on.  
 The ‘problem’ or ‘area for improvement’ has to be of significant importance and something that has 

an impact.  
 Need to define and scope the boundaries of the problem and the resources needed to resolve it.  
 A first step is to understand that everything is part of a process and all processes have inputs and 

outputs, supplier and customers.  
 The bigger the scope of the problem to be solved the more likely there will be numerous inputs and 

outputs and (extensive) process system complexity.  
 Mapping out the process can the use of SIPOC (defining Suppliers, Inputs, Processes, Outputs and 

Customer) 
 The process part is what (almost invariably) contains the issue we are trying to resolve. 
 By deconstructing things in this way it then becomes feasible to truly understand the problem and 

create a reliable platform from which to design improvement opportunities.  

Determining Root Cause: The '5 Whys' 

The '5 Whys' is a technique used in Six-Sigma methodology where data may not exist or is incomplete.  
By repeatedly asking the question “Why” (five times is a good rule of thumb), it is possible to peel away 
the layers of symptoms which can lead to the root cause of a problem.  A simple example follows: 

A car is stopped in the middle of the road in peak hour traffic - why? 
 Why did your car stop? – Because it ran out of gas. 
 Why did it run out of gas? – Because I did not buy any gas on my way to work. 
 Why did you not buy any gas this morning? – Because I did not have any money. 
 Why did you have no money? – Because I lost it all last night in a poker game. 
 Why did you lose your money in last night’s poker game? – Because I am not very good at 

“bluffing” when I do not have a good hand. 

The root cause of the traffic jam is the car owner’s inability to bluff in a poker game (not running out of 
gas). 

We have used this questioning technique in our interviews in New Zealand, Samoa and Tonga. 

                                                
59 Primary Source: Thornley Group http://thornleygroup.co.nz/data/documents/An-Introduction-to-Six-Sigma.pdf 
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Walking the Process (Gemba) 

Gemba is a term used in Six-Sigma methodology to describe the personal observation of work.  The 
original Japanese term gembutsu means “real thing” and refers to the “real place.”  This concept 
stresses the need for observation in-person.  That is observing where the work is being done (as 
opposed to discussing a warehouse problem in a conference room).  A Gemba process needs to be 
approached from a place of mutual respect and interest in making things faster, safer and easier. 

Observing the receive side pay out process in each of Samoa and Tonga was useful in gaining an 
understanding of what happens in reality versus process design documents or verbal descriptions.  In 
addition, members of the project team opened accounts with global MTOs and with a corridor specialist 
so as to gain first-hand experience (as a customer of the MTO) as to identity requirements, process 
timeliness and cost.  

Defining the process system (SIPOC) 

SIPOC is a Six-Sigma tool that summarises the inputs and outputs of one or more processes in a table 
form.  The acronym SIPOC stands for Suppliers, Inputs, Process, Outputs and Customers. 

Using this method, we have built the table below which summarises the nine quadrants in which 
remittance process systems currently operate.  The table takes into account the Critical To Quality 
(CTQ) process design criteria of low cost and low risk. 

Process Quality  

The statistical representation of Six-Sigma describes quantitatively how a process is performing.  To 
achieve Six-Sigma, a process must not produce more than 3.4 defects per million opportunities (DPMO).  
A Six-Sigma defect is defined as anything outside what are defined as CTQ process design 
specifications. 

Six-Sigma means that for every million transactions, it is acceptable to have 3.4 transactions fail (for 
example an AML/CFT breach).  Any manual handoffs in any process system (normally) constrain the 
process rating to 4 Sigma or lower (6,210 defects per million). 

To reduce process failure risks where humans have to be involved (which they often do in AML/CFT 
compliance processes) involves what is referred to as '4 or 6 eyes quality controls' (checking the 
checker).  Examples of this process include drug distribution in hospitals, lending drawdown in banks 
and some SWIFT related trade payments.  

In the table below, DPMO stands for defects per million opportunities.  The result of this empirical 
statistical framework is that irrespective of what solutions are proposed for Pacific remittances in Part B 
of this report, if humans are involved there will remain some probability that some transactions may not 
be compliant with the AML Act.   
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12. Appendix G (Previous 
Reports) 

12.1. World Bank Report 
In December 2014, the World Bank released a report that evaluated the market for remittances in New 
Zealand on the basis of the CPSS-World Bank General Principles for International Remittance Services 
("World Bank Principles").  The World Bank Principles cover five key areas: 

1. Transparency and Consumer Protection 
2. Payment Systems Infrastructure 
3. Legal and Regulatory Environment 
4. Market Structure and Competition 
5. Governance and Risk Management 

The report assessed the New Zealand remittance market according to each of these principles, and 
developed policy options in respect of each, based off of their findings. 

Transparency and consumer protection 
The report considers that transparency of the remittance market in New Zealand appears adequate, 
particularly in relation to MTOs.  It is noted that very few complaints relating to remittances are 
received.  This could be due to general satisfaction with remittance services, although it could 
alternatively be due to senders being unaware of how to seek redress. 

Recommended policy options 
1. Financial Services Complaints Limited and the FMA should make efforts to raise remitter's 

awareness of their right to complain to one of the dispute resolution bodies by publicising clear 
procedures for the handling of consumer complaints.  This change would be capable of being 
implemented in the short term, with the aim to increase consumer confidence and enhance 
consumer protection. 

2. Either the FMA or other industry participants should establish a code of conduct aimed at raising 
standards for the fair treatment of MTO customers.  The report suggested that such a code could be 
an early output of a trade association of MTOs.  The aim of the code would be to improve the 
reputation of the industry, and to enhance consumer protection.  This action is also capable of being 
implemented in the short term. 

Payment system infrastructure 
The payment system infrastructure and the various non-cash payment instruments available in New 
Zealand were found to be seldom used for remittances, as the majority of remittance transactions are 
based on cash payments.  The report also notes the major issues of MTOs being unable to gain reliable 
access to bank accounts. 

Recommended policy options 
1. The RBNZ and the DIA should engage in dialogue with the remittances industry to evaluate 

advantages and disadvantages of direct and indirect participation in the clearing and settlement 
mechanisms available in New Zealand.  The authorities should aim to ensure that non-bank 
remittance service providers have adequate access to payments systems. 

2. Authorities should take a leadership role to ensure that any MTOs that are compliant with AML/CFT 
requirements are given access to banking facilities. 

3. Banks could alleviate concerns stemming from the cash-intensive nature of the remittance industry 
by providing more non-cash products.  Increased use of electronic payments could both reduce the 
cost of remittances and increase the level of financial inclusion both in New Zealand and in the 
receiving nations in the Pacific. 
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4. Banks should also consider opportunities to leverage new electronic methods to send remittances.  
Examples given by the report were the SWIFT Worker's Remittances and the card-to-card 
remittance services offered by Visa and MasterCard.  Each of these bank-led approaches could be 
implemented in the medium term. 

5. Authorities should explore ways to expand the role of New Zealand Post in the area of remittances 
and ensure that its branch network and payment infrastructure are accessible to remittance 
providers.  The report does not suggest methods through which New Zealand Post could achieve 
this. 

Legal and regulatory environment 
The report considers the primary issue driving the regulation of remittances in New Zealand to be the 
potential for violations of the AML/CFT regime, and the fines associated with such violations.  This is 
seen as a key factor in the progressive tightening of the access to bank accounts of MTOs and other 
remittance providers. 

Recommended policy options 
1. Authorities should introduce an appropriate legislative framework that covers those aspects 

currently not considered by the AML/CFT Act.  The report identifies clear legislative requirements on 
the financial soundness of MTOs and appropriate consumer protection schemes as areas that could 
be improved.  It is noted that the consolidated agency comments on the report point out that other 
pieces of New Zealand legislation place clear requirements on all companies regardless of the 
service that they provide.  This would be capable of being implemented in the medium term. 

2. Authorities should introduce a formal licensing regime for MTOs enhancing the level of obligations 
currently required for the registration in the Financial Service Provider Regulations.  This would be 
capable of being implemented in the medium term. 

3. Authorities should consider using a risk-based approach to the question of banks operating accounts 
for MTOs.  It is noted that the consolidated agency comments on the report considered that this 
recommendation confused the obligation of reporting entities to conduct customer due diligence 
with the obligation to have effective procedures and controls to mitigate the ML/FT risks posed by 
customers.  The agency comments suggested that a more appropriate recommendation would be for 
the AML supervisors to attempt to clarify this distinction for their reporting entities. 

4. In order to reassure banks, robust AML/CFT monitoring and enforcement by the DIA as well as the 
use of third party audits should be adopted. 

Market Structure and Competition 
Migrants to New Zealand were generally found to use MTOs, although more affluent migrants were more 
likely to use banks.  The report identifies New Zealand's major remittance corridors as being India, 
China, the Philippines, Samoa, Fiji and Tonga.  The decision of banks to withdraw or review banking 
facilities for MTOs is identified as having a significant negative effect on the level of competition within 
the market, as is the exclusive contract that New Zealand Post has to provide remittance services 
through Western Union. 

Recommended policy options 
1. The report suggests that the Commerce Commission should review agreements between remittance 

service providers and their agents to ensure that exclusivity arrangements do not unduly restrict 
competition.  This point is made with specific reference to New Zealand Post.  However, it has been 
pointed out that the arrangement between New Zealand Post and Western Union is not in breach of 
New Zealand's competition law.  Further, New Zealand Post operates under a commercial mandate, 
and any suggestion that it voluntarily relinquishes market advantage would be inconsistent with this 
mandate. 

Governance and Risk Management 
The report identifies that MTOs in New Zealand are registered rather than licensed, which means that 
there is no further fit and proper check and no capital or insurance requirements.  MTOs are required to 
join a dispute resolution scheme, although as previously noted, these are rarely used by MTOs.  It is 
also noted in the report that although MTOs bear the risk of default or fraud on the part of their agents, 
they did not report any substantial issues with credit and liquidity risks. 
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Recommended policy options 
1. The DIA should ensure that it has adequate resources to raise compliance standards.  The DIA is 

responsible for ensuring AML/CFT compliance for approximately 850 entities, and at the time of the 
report, only eight staff were responsible for compliance visits. 

2. The proposal for a licensing regime to replace the registration regime was reiterated in this section. 

Role of industry participants and public authorities 
The report also discusses the roles that the remittance service providers themselves play within the 
industry.  This analysis concludes that there seems to be limited co-operation among MTOs, evidenced 
by the fact that there is no association or other trade body.  This issue is mirrored on the authorities 
side as well, as there are a large number of government bodies with some responsibility for remittances, 
but for each remittances are a small or trivial part of their activities. 

Recommended policy options 
1. Authorities should establish inter-institutional arrangements and working groups to improve the 

market and infrastructure for remittance services, or create a working group of representative 
stakeholders in the remittance market under the umbrella of one of the existing authorities. 

 

12.2. Tonga Development Bank Pilot Voucher Scheme 
As at 15 June 2016, the Tonga Development Bank (TDB) pilot scheme to provide an alternative channel 
for New Zealand-based Tongan remitters has yet to be formally approved. 

Proposed remittance method 
The TDB model aims to operate without requiring the transfer of funds offshore.  Instead, vouchers are 
purchased from the TDB by customers in New Zealand, and then the equivalent value of the voucher 
can be delivered in cash, goods, or services to people living in Tonga. 

This is theoretically achieved by collecting the proceeds of the voucher sales in a New Zealand bank 
account of TDB, and then selling the proceeds to Tongan importers of New Zealand goods and services.  
The Tongan currency obtained from the importers is then used in Tonga to provide value to the 
vouchers sold in New Zealand. 

The step-by-step function of the scheme is as follows: 
3. TDB sells vouchers to customers in New Zealand, either online or on a mobile app.  A New Zealand 

company will be registered to sell the vouchers, giving the sender of the voucher recourse under 
consumer legislation.  Purchasers of the vouchers must have a New Zealand bank account, so every 
purchaser is already covered under the New Zealand bank's 'KYC' protocol. 

4. The purchaser's money is paid into TDB's New Zealand bank account. 
5. Proceeds of the voucher sales are paid from TDB's New Zealand bank account to Tongan importers 

of New Zealand goods and services. 
6. Pa'anga obtained from the Tongan importers is used to provide value to the vouchers in Tonga, 

constituting a matching transaction. 
7. The recipient in Tonga receives a mobile or email notification that the voucher has become 

available.  If the recipient has a Tongan bank account, it can be credited directly. If not, the 
recipient must redeem the voucher at TDB outlets or agents, either for cash, or directly for goods 
and services. 

The scheme was halted in March 2015, due to Kiwibank's refusal to open a transactional account for 
TDB in New Zealand.  Approval for the account was withheld on the basis that: 
8. the process/product was not yet functioning and therefore not a proven model in Tonga;  
9. reconciliation and/or refunds could apply significant pressure to the system; and 
10. Kiwibank systems were not yet sufficiently established to appropriately manage/monitor the 

purpose of the transactional account.  

Kiwibank did note that the concept could be looked at again in the future once a working and operating 
model was in place. 
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Our views 
To provide a conclusive view on this model, we would need to sight a full transaction lifecycle schematic, 
as well as the system and network architecture (end to end). 

However, as this model requires a New Zealand bank account, it faces the same constraints as MTOs 
currently do (and as such is likely a shorter term model).  Further, this model may have some 
operational and technical challenges which, given this is a shorter term option, may make it an unwise 
investment.  These challenges are: 

 We believe this model would require a core system upgrade for TDB (which will not be cheap). 
 The vouchers may require the introduction of a new domestic clearing system amongst banks in 

Tonga (otherwise, only retailers that bank with the TDB will be able to accept the voucher). 
 Introduction of an expiry date on the voucher introduces the need to run transaction aging on the 

core product voucher platform at TDB (which is not easy to do). 
 The mobile app and internet sales website would require material builds. 
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13. Statement of 
Responsibility 

 

This engagement was performed in accordance with the terms contained in our panel contract dated 1 
April 2016.  Where Deloitte has provided advice or recommendations to The New Zealand Treasury, we 
are not responsible for whether, or the manner in which, suggested improvements, recommendations, 
or opportunities are implemented.  The management of The New Zealand Treasury, or their nominees, 
will need to consider carefully the full implications of each of these suggested improvements, 
recommendations, or opportunities, including any adverse effects and any financing requirements, and 
make such decisions, as they consider appropriate. 
The work performed did not constitute an assurance engagement in accordance with the New Zealand 
Institute of Chartered Accountants.    
The matters detailed in our report are only those which came to our attention during the course of 
performing our work and did not necessarily constitute a comprehensive statement of all the 
weaknesses or issues that exist or actions that might be taken.  Accordingly, management should not 
rely on our report to identify all weaknesses and issues that may exist in the market, systems and 
procedures discussed.  The report should be read in the context of the scope of our work.   
This report and all deliverables have been prepared solely for the use of The New Zealand Treasury, and 
should not be quoted in whole or in part without our prior written consent.  No responsibility to any third 
party is accepted as the report has not been prepared, and is not intended, for any other purpose. 
 
Distribution disclaimer 
 
Our report has been prepared solely for your exclusive use and solely for the purpose of responding to 
the RFP for The Review of Money Remittance Market dated 1 April 2016. We understand that a copy of 
this report has been requested by MFAT and a number of New Zealand Government Agencies solely for 
the purpose of advising Ministers of the content herein.  We agree that a copy of this report may be 
provided to these agencies for their information in connection with this purpose but, we do not accept 
any duty, liability or responsibility to them in relation to this report.  This report is not to be used for 
any other purpose, recited or referred to in any document, copied or made available (in whole or in 
part) to any other person without our prior written consent.  We accept or assume no duty, 
responsibility or liability to any party, other than you, in connection with this report or engagement 
including without limitation, liability for negligence in relation to the factual findings expressed or 
implied in this report. 
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