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APRA Regulatory Topics



§ Revised Prudential Standards released in June 2019
§ Commencing 1 January 2022
§ Further consultation and changes expected out to 

2023
§ Focus of this round of consultations is:

- changes related to residential mortgages
- the standardised approach to credit risk 
- the standardised approach to operational risk
- the simplified framework 
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The ADI Capital Framework



¡ Classification of a ‘standard’ loan
- Serviceability metrics revisited
- Several proposals removed (full completion of property, high 

loan-to-income multiple, outside serviceability requirements)
- Several new additions (property revaluation permissible, non-

standard reclassification, transitional arrangements) 

¡ Classification of a ‘non-standard’ loan
- 100% risk weight

¡ Segmentation
- Adopt lower and higher risk mortgage segmentation as proposed 

in Feb 2018 Discussion Paper
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APS 112 changes – key headlines
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Indicative risk weights

APRA Response Paper: Revisions to the capital framework for authorised deposit-taking institutions 12 June 2019



¡ Retail exposures
- proposing to retain a 125% risk weight for most retail exposures
- 100% for personal loans secured by vehicles
- 75% for credit cards

¡ Commercial property / ADC / corporate / bank 
exposures
- Proposing to adopt the Basel III risk weights

¡ Sovereign exposures
- Wider inclusion of exposures

¡ Measurement for operational risk
- No change from the consultation process

¡ Simplified framework
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APS 112 – other notable changes



6

Simplified Framework

APRA Response Paper: Revisions to the capital framework for authorised deposit-taking institutions 12 June 2019
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Simplified Framework

APRA Response Paper: Revisions to the capital framework for authorised deposit-taking institutions 12 June 2019
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Implementation Timeline

APRA Response Paper: Revisions to the capital framework for authorised deposit-taking institutions 12 June 2019



§ Expected timeframe: 1 July 2020
§ Proposal requirements:

- Identify and register an accountable person to hold end-
to-end product responsibility for each product

- Not the CEO (except for smaller ADIs)

- Identify as few people as possible

- No need to create a new position for this
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BEAR – End-to-end product responsibility



Four areas under consideration:

1. Scope of accountability
2. Product coverage
3. Structure of legal mechanism
4. Application of joint responsibility
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End-to-end product responsibility



Recent developments:

¡ Self-assessments against the CBA findings
¡ Remuneration Standard CPS 511

Potential developments:

¡ GCRA declaration
¡ GCRA self-assessments and independent reviews
¡ Baseline indicators to assess governance practices 

and risk culture
¡ Benchmarking across institutions
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Governance, Culture, Remuneration



Common issues and things to focus on:

§ Management and Board Reporting
- Improve focus on non-financial risk management
- Improve visibility of issues, data and systems

§ Data quality
- Focus on data capture

§ Systems capability
- Focus on reporting

§ Analytics skill
- Consider training needs for employees and directors
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Governance - non-financial risk



Draft CPS 511 Remuneration – 1 July 2021

Key requirements:

§ Board responsibility
§ Remuneration framework must capture all 

remuneration arrangements
§ Regularly conduct compliance and effectiveness 

reviews of the remuneration framework
§ Higher standards must be met for key roles
§ Remuneration outcomes must be commensurate 

with performance and risk outcomes
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Remuneration - 511



Para 38…“financial performance measures must not comprise more 
than 50 per cent of total measures used to allocate variable 
remuneration. Each individual financial performance measure must 
not comprise more than 25 per cent of total measures…”

Non-financial measures for remuneration:

§ Effectiveness and operation of control and compliance
§ Customer outcomes
§ Market integrity objectives
§ Reputation
§ Alignment with firms’ strategies or values
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Non-financial risk measures



Institutions should focus on:

§ Review remuneration structures and ensure that risk 
gateways are effectively implemented

§ Use incentives as both consequences for negative 
outcomes and behaviours, as well as positive 
reinforcements for good behaviours and outcomes

§ Consider developing new elements like clawbacks
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Remuneration



16

Example scorecard



Key findings from governance, accountability and 
culture self-assessments:

§ A reliance on surveys as a single source of data
§ Use of a limited set of culture-related questions 

added into a more general staff survey
§ Limited attempts to validate survey results with 

other data sources
§ Overall insufficient regularity of reporting to the 

Board on risk culture issues
§ Limited efforts to link risk culture outcomes to 

stated risk appetite
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Culture



Consider focusing on:

1. Adopting a method for assessing risk culture
2. Conducting a regular pulse check on risk culture by 

adopting reportable metrics
3. Promoting organisation-wide conversations on 

risk
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Culture



24 recommendations – 19 specifically for APRA

#2.3 Organisational design and governance
#3.2 Non-retail credit risk capacity
#3.5 Cyber – a collaborative solution
#3.7 Competition
#4.1 Strengthening APRA’s capability – GCRA risks
#6.1 A more forceful supervision and enforcement 
approach is needed
#6.6 Improving strategic communications
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APRA Capability Review



Internal objectives:

§ Improving and broadening risk-based supervision
§ Improving resolution capability
§ Improving external engagement and collaboration
§ Transforming data-enabled decision making
§ Transforming leadership, people and culture
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APRA Corporate Plan – August 2019



External objectives:

§ Maintaining financial system resilience
§ Improving outcomes for superannuation members
§ Improving cyber-resilience across the financial 

system
§ Transforming governance, culture, remuneration 

and accountability across all regulated financial 
institutions
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APRA Corporate Plan – August 2019



Recent changes:

§ 2018 – removal of both the investor lending and 

interest-only lending benchmarks

§ Focus now is on overall lending standards via 

updated guidance in APG 223

- Removal of the 7% quantitative floor rate

- Raising the interest rate buffer from 2% to 2.5%
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Residential Mortgage Lending



Discussion
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