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have little or no practical knowledge or experience of legal practice but insist that their

risk assessment should apply.

14. We understand, for example, that DIA’s assessment takes into account international

experience in environments which may bear little or no resemblance to New Zealand

or local practice but for which no allowance seems to have been made.

Consequences

15. This all has practical consequences.

a.

It requires us to instigate and apply practices which may have little or no
relevance to day-to-day operations and are no more effective than the
precautions we would normally take.

The processes and DIA’s approach are more complex than they need to be. |
contrast trust account audit, which is regulated but allows firms to adopt their
own (compliant) processes.

Compliance involves considerable time, which is a cost which has to be either
absorbed or passed on to clients.

It engenders uncertainty and stress.

We have been audited and, like many other firms, found to be substantially
non-compliant notwithstanding that we spent considerable time customising
documentation and did not simply follow template documentation. We have
addressed the issues and resubmitted documentation, only to have that
documentation then assessed by DIA personnel other than the original

auditors, who took a different view and raised further issues.

17. In the time the regime has operated, we have not experienced or even been aware of

a possibility of money laundering.

18. Even at a macro level, according to an article published in the National Business

Review, the level of money laundering occurring is approximately the same as the cost

of compliance, at $1.2 billion. A system with a cost-benefit ratio of 1:1 is clearly not

effective or economic.

19. In our case, the cost-benefit is wholly out of proportion.



20. It may seem simplistic and harsh, but, as noted earlier, our knowledge and experience
suggest that it is not the legislation that is the issue, but the way that it is applied by
DIA as regulator. That has to change.

21. I do not have an answer except to point to trust account regulation. | suggest it would
be preferable to operate under a system that is governed by regulations rather than

is at the variable direction of public servants.

STEPHENS LAWYERS

2 December 2021





