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BPW NZ: Credit Contracts Legislation 
Amendment Bill   
 
 
14 June 2019 
 
 
To the attention of:  
Finance and Expenditure Committee 
Parliament Buildings 
Wellington   
E-mail: fe@parliament.govt.nz 
 
 
 
Re: Credit Contracts Legislation Amendment Bill 
 
 
Thank you for the opportunity to provide comments on the Credit Contracts Legislation 
Amendment Bill and providing specific recommendations. This bill amends the Credit 
Contracts and Consumer Finance Act by strengthening requirements to lend responsibly, 
especially in relation to how affordability and suitability tests should be conducted, limiting 
the accumulation of interest and fees on high-cost loans, and providing new remedies and 
penalties for non-compliance. 
 

Our interest in this submission is because women and men’s financial 
empowerment is a core priority for BPW NZ, and influencing more just and 
equitable policies is an important strategy of this work. We advocate for 
international instruments that support and improve access to and effectiveness of 
fair lending practices for all in creating a rights-based framework where women 
seek financial empowerment and wellbeing, by way of entitlement. 

 
Members of BPW NZ have their voices heard at the local club, national and international 
levels of our organisation. 
 
General Comments 
 
1. BPW NZ recognises that significant changes have been made to New Zealand's 

consumer credit law, including the introduction of responsible lending obligations and a 
"Responsible Lending Code"1, increased disclosure and registration requirements, a right 
for borrowers to make hardship applications and new rules regarding reasonable credit 
fees, interest and repossession of consumer goods. In 2017, we applauded the Minister 
of Commerce and Consumers Affairs request for a Government review of the 2015 
amendments to determine whether they had led to better informed decision making by 
consumers and a reduction in irresponsible lending2.  

                                                
1 Consumer protection and lender’s responsibility principles, Ministry of Business, 
Innovation and Employment 
2 Commerce Commission New Zealand website  
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2. The responsible lending obligations were purposely designed to be very 
broad and non-prescriptive to provide flexibility, so that they could apply 
across a wide range of transactions and allow for changes in technology. 
However, it is clear from the Government's review that more 
certainty and prescription is required to increase compliance.  

3. The proposed changes in the Bill are a direct result of that review 
and are designed to protect vulnerable consumers, prevent 
unscrupulous lending practices, and to make it easier for lenders to 
comply by being more prescriptive about lending requirements3.  

4. When the proposed changes were announced last year, they were 
announced as being aimed at loan sharks and mobile lenders, to protect 
vulnerable borrowers from harmful debt spirals. However, most of the 
proposed changes in the Bill apply to all consumer lending (including 
personal loans, credit cards, personal overdrafts, buy-back transactions and 
consumer hire purchase). If passed, they will be relevant to all creditors who 
lend or provide financial services to consumers.  

 
5. The key proposed changes are a cap on the interest rate cap that can be charged on 

certain consumer loans, strengthened requirements to lend responsibly, potential 
personal liability for Directors and senior executives, and tougher penalties for breaking 
the law. Most of the proposed changes would come into force on 1 March 2020 and 
would increase compliance costs for lenders of consumer products, particularly for those 
lending to vulnerable borrowers.  

 
6. However, the Bill as it is currently drafted, still does not adequately address the harm 

caused to consumers by predatory, high cost loans and irresponsible loans. We are 
particularly concerned about the absence of an interest rate cap in this Bill to protect 
people from expensive repayments which frequently drive them into a debt spiral.  
 

7. We would like to see a strengthened legislation being drafted, which would include more 
effective enforcement and stronger regulation of debt collection.  
 

8. While male and female consumers can both be subjected to unscrupulous lending and 
abusive debt collection practices our submission focuses on women.  

 
BPW NZ Policy: 

Financial Literacy 

THAT the New Zealand Federation of Business and Professional Women (BPW 
NZ) Inc. urges Parliament and the Ministry of Education to implement at financial 
literacy programme into the school curriculum as a mandatory subject for all 
students from year seven (7) to year thirteen (13). (2017)  

 

                                                
3	Research report - Survey of financial mentoring and budgeting services in Aotearoa on 
high cost loans, debt collection and other consumer credit issues, FinCap, February 2019 	
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Sustainable Development Goals 
 
Financial inclusion is positioned prominently as an enabler of other 
developmental goals in the 2030 Sustainable Development Goals, where it is 
featured as a target in eight of the seventeen goals. These include SDG 1 on 
eradicating poverty; SDG 2 on ending hunger, achieving food security and 
promoting sustainable agriculture; SDG 3 on profiting health and well-being; 
SDG 5 on achieving gender equality and economic  empowerment of women; 
SDG 8 on promoting economic growth and jobs; SDG 9 on supporting industry, 
innovation, and infrastructure; and SDG 10 on reducing inequality.  

Additionally, in SDG 17 on strengthening the means of implementation there is 
an implicit role for greater financial inclusion through greater savings 
mobilization for investment and consumption that can spur growth. 

 
BPW International Policy 
 
CEDAW Article 13 – Economic and Social Benefits 
States Parties shall take all appropriate measures to eliminate discrimination against women 
in other areas of economic and social life in order to ensure, on a basis of equality of men 
and women, the same rights, in particular: 
 

(a) The right to family benefits; 
(b) The right to bank loans, mortgages and other forms of financial credit; 
(c) The right to participate in recreational activities, sports and all aspects of cultural life. 

 
Impacts on single mothers  

Anecdotal advice from budgeting services throughout the country is that predatory 
lending causing debt spirals is a factor many single mothers contend with.   Many 
single parent families’ quality of life is severely impacted by multiple debts and the 
ability to cover the basics of life (shelter and food) is often compromised. 
 

BPW NZ views on proposed changes  
 
The Bill would amend the Credit Contracts and Consumers Finance Act 2003 (CCCFA). Our 
views of the proposed changes are: 
 

● High cost loan 
 
BPW NZ supports the introduction of a repayment value cap of 100% of the cost of 
borrowing. However, we strongly believe the bill amendments should include an 
interest rate cap. Without an interest rate cap, there is no prevention for high cost 
loans. Often, individuals experience financial hardship before meeting the 100% cost 
of borrowing repayment cap (as seen in other countries who have already 
implemented this regulation).  
 
Two significant issues are likely to occur if the repayment cap is implemented without 
an interest rate cap: 
 

1. Many individuals who turn to high cost loans will experience financial hardship 
before reaching the 100% repayment cap. This will continue to worsen the 
financial health of New Zealanders. 
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2. Many individuals will be financially excluded from certain loans due 
to being unable to afford repayments. This issue in particular is likely 
to target a greater number of women than men. Women in general 
face various obstacles financially including the gender pay gap, 
career breaks etc.  

 
● Lender responsibilities 

 
BPW NZ strongly supports the amendment regarding the duty on 
directors and senior managers of creditors to exercise due diligence.   
 
We also support the improvement regarding lenders making reasonable 
inquiries with a borrower prior to entering in to the loan to ensure that 
repayments will not, to the best of their knowledge, cause financial 
hardship.  
 
The same inquiries need to be made when lines of credit are requested to 
be extended (mobile truck accounts, credit cards etc.).  
 
A repayment cap, combined with an interest rate cap and strengthened affordability 
assessments should collectively reduce the number of individuals entering loans and 
experience financial hardship before the repayment cap is reached.  

 
● Certification 
 

BPW NZ supports the introduction of a Fit and Proper Person’s test for creditors, 
mobile traders, and their controlling owners, directors and senior managers.   
 
BPW NZ believes that Directors and top executives of lenders should ensure that 
lenders comply with the CCCFA, including a requirement to exercise due diligence to 
ensure compliance with the CCCFA.  
 
That includes ensuring that compliance procedures are followed, implementing 
processes for identifying compliance deficiencies, and promptly remedying any 
deficiencies discovered.   
 

● Credit fees 
 

BPW NZ supports the amendment around reasonable fees, creditors requirements to 
keep records about fee calculations and the ability for the Commerce Commission (or 
an equivalent) to access these records. 

 
● Remedies 
 

BPW NZ strongly supports the enforcement amendments proposed including 
pecuniary penalties, compliance orders, statutory damages and compensation for 
irresponsible lending. Such consequences are important to hold lenders to account 
and incentivise them to operate while upholding professional and moral standards.  

 
● Advertising and disclosure 
 

BPW NZ supports the amendment regarding disclosure in a particular language, often 
other than English, is required where the creditor uses that language for advertising. 
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BPW NZ believes that high cost short term loans should not be advertised 
as they are harmful and often end up targeting the most financially 
vulnerable communities.   

 
● Regulations 
 

BPW NZ believes the full impact of the Bill cannot be fully assessed as 
much of the detail has been left to regulation and we do not expect a draft 
of these regulations to be available until later in the year.    
 
Areas that are yet to be regulated include: 
 

• the mandatory inquiries in respect of responsible lending 
compliance and the way the information gathered must be used; 

• the certification process for lenders, including how the “fit and 
proper” assessment is to be made; 

• disclosures required before debt collection processes start 
• advertising standards for credit advertising. 

 
BPW NZ acknowledges that a greater number of women (as compared with men) 
have lower levels of financial knowledge and therefore, compliance with regulations, 
including the proposed amendments, is important to avoid worsening financial 
hardship.   
 

● After Pay 
 

BPW NZ supports After Pay and equivalent post-pay schemes, including layby sales 
agreements constituting consumer credit contracts even if no interest charges or credit 
fees are payable. 
 
Our concern is that these schemes currently do not require an affordability assessment 
and many consumers (mainly young women on lower incomes) are using these 
mechanisms to buy consumer goods they cannot afford and despite often already 
having multiple high interest consumer loans.  
 
The notion that these schemes are for “budgeting purposes” and because no interest 
is charged that they should be exempt is opposed by BPW NZ. The late fees on these 
arrangements are large and very often the penalties can be financially devastating. 
 
 

A new initiative from The Salvation Army 
 

In a bid to curb unethical lending in our most vulnerable areas, The Salvation Army launched 
a new shopping truck in South Auckland in February. The Good Shop aims to reform the 
damaging effects of problem debt and fringe lending in low socio-economic areas across 
New Zealand by providing an ethical shopping alternative. 

The initiative brings fair and ethical credit directly to the streets, it also increases public 
exposure to financial education and undo some of the damage that has been done by 
predatory loan services in the community. 

Essential household items such as food, furniture, electronics, appliances, white ware and 
baby items are available via online shopping technology on board the truck. Salvation Army 
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workers will be on hand to assist clients plus provide referrals to other services 
and welfare that may benefit them, including budgeting advice. 
 
BPW NZ hopes that the financial support to this laudable Salvation Army 
initiative will endure with and the Ministry of Social Development, the Tindall 
Foundation and Nikau Foundation’s support to continue to benefit communities.  
 
Stories from our members 
 
“A BPW NZ member who works within a budgeting advisory service has 
advised that often multiple high cost loans are granted to a beneficiary. In one 
case a solo mother with two children was granted three different high cost loans 
and the repayments together exceeding over half of her benefit and Family Tax 
Credit combined. The result was arrears in rent, dependency on food banks 
and high emotional harm following the debt collection procedures of 
harassment by phone and text.” 

“Another story is of an older woman with a special needs adult son who has large debts with 
a mobile truck company. The young man was unable to say “No” and ended up with a room 
full of clothing he did not use all charged at exorbitant prices.  This debt has been reduced 
through the intervention of a financial mentor and the young man’s guardian putting a “Stop” 
on his account. The targeting of the most vulnerable by mobile trucks is a scourge that 
needs to be stopped.” 

Many cases of insolvency can be traced to loans that would never have been granted if the 
borrower’s actual situation had been properly assessed.  One case involved a borrower 
giving a false and completely unrealistic rental figure in today’s market ($100 per week for a 
one bedroom unit when the going rate in the area is $280) and the lender accepting this 
figure and granting a high cost loan which soon fell over because of the borrower’s inability 
to pay. 

BPW NZ sees an opportunity to focus on the following actions, drawn from international best 
practice, to enhance women’s financial empowerment:  

 
• Develop gender-sensitive legal and regulatory frameworks; 
  
• Strengthen financial consumer protection;  
 
• Support measures to improve women’s financial literacy; 
  
• Improving gender-disaggregated data collection and analysis, and 
  
• Encourage financial lenders and institutions to adopt gender-sensitive policies and 

marketing strategies.  
 
BPW NZ welcomes the opportunity to speak to this submission, to provide advice to this 
select committee and to advance women’s rights in New Zealand.  

 
  



  

 7 

Our Organisation 
 
BPW NZ is an affiliate of BPW International. BPW International is one of the 
most influential international networks of business and professional women with 
affiliates in 95 countries in five continents.  
 
Our organisation’s aims are to link professional and business women 
throughout the world, to provide support, to lobby for change and to promote 
the ongoing advancement of women. We work for equal opportunities and 
status for all women in economic, civil and political life and the removal of 
discrimination in all countries. We promote our aims and organise our operating 
structure without distinction as to race, language or religion. 
 
International Status: 
 
BPW International has General Consultative Status at the United Nations 
through the UN Economic & Social Council (ECOSOC). This enables BPW 
International to appoint official representatives to UN agencies worldwide and to accredit 
members to attend specific UN meetings. 
 
BPW New Zealand speaks strongly for women in international forums and works hard in 
relation to the advancement to the status of women.  
 
We request the New Zealand Government to consider the noted recommendations on 
further steps that can be taken to improve our human rights situation and offer advice and 
guidance on effective implementation. 
 
Thank you for the opportunity to provide our suggestions and we hope that our comments 
are of use to you. 
 
On behalf of 
New Zealand Federation of Business and Professional Women Inc.  
    

      
    
Hellen Swales     Dr Barbara Bedeschi-Lewando 
President     Vice President, Issues   
027 528 6799     021 288 1010 
President@bpwnz.org.nz    vpissues@bpwnz.org.nz  


