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CPS 220 & BEAR: What you need to know



▪ Cross Industry Prudential Standard 220 Risk Management (CPS 220)

▪ Assessing Risk Culture

▪ Banking Executive Accountability Regime (BEAR)

▪ Regulatory Environment and Impact of Regulatory Developments on 
CPS 220 and BEAR Implementation

▪ APRA Enforcement Review

▪ Royal Commission into Misconduct in the Financial Services, Banking and 
Superannuation Industry (FSRC)

▪ CBA Prudential Enquiry
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Outline



CPS 220



 Maintain a risk management framework that is appropriate to the size, 
business mix and complexity of the institution or group, as relevant.

▪ Maintain a Board-approved risk appetite statement.

▪ Maintain a Board-approved risk management strategy that describes 
the key elements of the risk management framework that give effect to 
the approach to managing risk, and is supported by appropriate policies 
and procedures.

▪ Maintain a Board-approved business plan that sets out the approach for 
the implementation of the strategic objectives of the institution or 
group.
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Key Requirements



▪ Maintain adequate resources to ensure compliance with CPS 220.

▪ Make arrangements for annual reviews of compliance with, and 
effectiveness of, the RMF by internal / external audit on an annual basis.

▪ Make arrangements for comprehensive triennial reviews of the RMF by 
an operationally independent, appropriately trained and competent 
persons.

▪ Make an annual Risk Management Declaration to APRA.

▪ Notify APRA when it becomes aware of a significant breach of, or 
material deviation from, the risk management framework, or that the 
risk management framework does not adequately address a material 
risk. 
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Key Requirements



 The Board must ensure it forms a view on risk culture, the extent to 
which it supports its ability to operate within its risk appetite, and any 
desirable changes to risk culture – Paragraph 9(b), CPS 22o. 

 Understanding attitudes to risk – the risk culture – are fundamental 
to gaining confidence that an institution has robust risk management 
and is likely to remain in a sound financial position. Traditional 
prudential requirements for adequate financial resources may not be 
sufficient if faced with poor governance, weak culture, or ineffective 
risk management. Documented frameworks, policies and procedures 
aren’t much value if the risk culture doesn’t reinforce them” – Wayne 
Byres, Sep 2018.
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Culture Requirements



Assessing Risk Culture
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Five Key Pillars
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Assessment of Culture

Periodic employee engagement 
surveys incorporating questions on risk 

culture

OR

Periodic risk culture surveys of all 
directors, executives and employees 

Interviews with key stakeholders that 
seek to provide context for 

interpreting the survey results and 
formulating recommendations

Periodic Board review of current 
state against desired risk culture (as 

defined) and decision-making on any 
actions required to influence and 

improve risk culture
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Risk Culture Heat Map

All Board
Level

Exec
Level

Manager 
Level

D1 Staff D2 Staff D3 Staff D4 Staff D5 Staff D6 Staff

Risk Awareness

Q. I have an awareness of the risk appetite of the organisation and the nature of risks that the Board and Executive team are willing to 
accept in our business operations.

A. +20% +60% +30% +10% -20% +30% +50% -20% +20% +0%

Q. I can recall the corporate values of the organisation and am aware of the behaviours that are expected of me while fulfilling my role.

A. 70% +90% +90% +60% +50% +80% +50% +40% +70% +80%

Q. I have a clear understanding of the risk management policies of the organisation and the risk management responsibilities 
associated with my role.

A. +60% +90% +80% +50% -10% +50% +60% +20% +70% +50%

The metrics presented above represent net results on a scale of -100% to 100%, with negative responses (disagree or strongly disagree) 
being subtracted from positive responses (agree or strongly agree), and the result being divided by total positive and negative responses. 

Neutral responses are excluded and separately considered in respect of the need for additional risk training, further refinement of the risk 
culture survey questions and/or other potential indicators.

Free text questions are also included to elicit further comments and context in advance of the associated interview process.
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Diagnostic Continuum
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Monitoring Risk Culture

Indicator Last
Quarter

Prior
Quarter

Trend Prior Year Trend Material

Primary Indicators

Risk Leadership Executive
Communications on 
Risk

1 1 Stable 1 Stable -

Risk Workshops / 
Meetings Convened

2 2 Stable 1 Positive -

Risk Awareness Risk / Compliance 
Training Modules
Completed (%)

60 80 Negative 80 Negative Yes

Emerging Risks 
Identified

1 1 Stable 0 Positive -

Secondary Indicators

Customer 
Satisfaction

Complaints 
Recorded

27 25 Positive 27 Stable -

Retention Rate (%) 87% 87% Stable 88% Positive -

Net Promoter Score 73 76 Negative 78 Negative -



Typical approaches

 Entity specific recommendations arising from independent risk culture 
diagnostics.

 Executive level risk communications to all and/or selected staff.

 Enterprise risk management training programs.

 Inclusion of risk considerations within performance management, 
remuneration and promotion frameworks.
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Enhancing Risk Culture



Taking it further

 Appointment of additional risk champions or full time risk resources 
within the first line to challenge adverse risk behaviours and encourage 
risk aware thinking.

 Scenario based experiential learning workshops on enterprise risk 
management.

 Implementation of small rewards program to promote positive risk 
behaviours.
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Enhancing Risk Culture



BEAR



 Amendment to the Banking Act

▪ Law rather than a Prudential Standard

▪ Administered by APRA

 Overlap with Responsible Person regime in CPS 520 Fit and 
Proper

 Comes into effect 
▪ 1 July 2018 – four major banks

▪ 1 July 2019 – all other ADIs (plus the remuneration aspects)
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Overview



1. Registration – of all ’accountable’ persons.

2. Obligations – extension of ‘fit and proper’ requirements.

3. Accountabilities – documented in a statement.

4. Remuneration – requirements for treatment of variable 
remuneration.

5. Sanctions – new ability for APRA to administer penalties to 
the organisation or remove individuals.
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Five Main Elements



 Develop Accountability Statements for each accountable 
person
▪ Extension of Position Descriptions

 Prepare Accountability Map for institution

 Advise APRA prior to appointing accountable persons

 Implement deferral arrangements for variable remuneration
▪ Dependent on size of ADI – $10B for ‘small’, $100B for ‘medium’

▪ Lesser of 40% of variable rem or 10% (small) / 20% (medium) of total rem

▪ Deferral for a minimum of 4 years

▪ Claw back of variable rem if warranted 

▪ Not applicable if variable remuneration is less than $50,000
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Impact for Mutuals



 Proposed legislative amendment that aims to ensure the 
appropriate application of the deferred remuneration 
obligations, irrespective of the corporate structure of a 
medium or small sized ADIs.

 Carve-out of remuneration paid in respect of non-ADI 
related duties (domestic ADI) and non-Australian ADI duties 
(foreign ADI).

 Consultation period was 4 weeks, closing 29 April 2019.
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APRA Consultation



Regulatory Developments



▪ APRA Capability Review currently underway 

▪ APRA Enforcement Review recently concluded

▪ Regulators criticised but also empowered following the FSRC, which 
concluded with the Final Report being issued in February 2019

▪ Heightened expectations from government and the public for a tougher 
regulatory stance to be adopted

▪ Additional funding made available to facilitate increased legal action

▪ Change of legislation allowing for regulators to pursue harsher penalties

▪ Expectations for self-assessment and benchmarking against the CBA 
Prudential Inquiry Report, released in May 2018
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Regulatory Environment
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APRA Enforcement Review

▪ All recommendations to be implemented, including:

▪ Adopting a “constructively tough” appetite to enforcement and setting it out in a 
board-endorsed enforcement strategy document.

▪ Ensuring APRA supervisors are supported and empowered to hold institutions and 
individuals to account, and strengthening governance of enforcement-related 
decisions.

▪ Combining APRA’s enforcement, investigation and legal experts in one strengthened 
support team, and ensuring resources are available to support the pursuit of 
enforcement action where appropriate.

▪ Strengthening cooperation on enforcement matters with the Australian Securities and 
Investments Commission (ASIC).
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APRA Enforcement Review



Culture, Governance and Remuneration

▪ Recommendation 5.6 – all financial services entities should take steps as 
frequently as reasonably possible to:

▪ Assess and monitor culture and governance

▪ Identify any problems with culture and governance

▪ Deal with those problems

▪ Determine whether the changes made have been effective

▪ Recommendation 5.7 – APRA should build a supervisory program 
focusing on building culture that will mitigate the risk of misconduct.
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FSRC Outcomes



Accountability

▪ Recommendation 1.17 – Specification of Product Responsibility for all 
ADIs subject to the BEAR

▪ Responsibility for all steps in the design, delivery and maintenance of all products

▪ Responsibility for any necessary remediation of customers in respect of those products

▪ Recommendation 4.12 and 6.8 – Expansion of the BEAR to apply to all 
APRA regulated entities

▪ Recommendations 6.6-6.7 – APRA and ASIC to jointly administer the 
BEAR
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FSRC Outcomes



Regulators

▪ Recommendation 6.1 – maintenance of twin peaks model

▪ Recommendations 6.11-6.14 – governance and oversight of regulators, 
application of the BEAR to regulators, quadrennial capability reviews

▪ Recommendations 7.3-7.4 – simplification of regulatory requirements to 
ensure that the intent of the law is met
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FSRC Outcomes



Entity Specific Outcomes

▪ Referral of 24 entities to ASIC and/or APRA for enforcement action (civil or 
criminal proceedings), including:
▪ AMP – ASIC and APRA

▪ NAB / Nulis – ASIC and APRA

▪ CBA / Colonial / CommInsure – ASIC and APRA

▪ IOOF – ASIC and APRA

▪ IOOF and ANZ – APRA

▪ Catholic Super - APRA

▪ Suncorp - APRA

▪ Youi - ASIC

▪ Allianz - ASIC

▪ TAL – ASIC

▪ Freedom Insurance - ASIC

▪ APRA seeking disqualification of five responsible persons associated with 
IOOF
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FSRC Outcomes



Governance

▪ Greater scrutiny of operational activities, behaviours and outcomes. 

▪ Implementation / enhancement of risk culture diagnostic and reporting 
processes.

▪ Review of remuneration structures to ensure alignment with desired 
conduct outcomes.

Corporate Structures

▪ Adjustment of corporate structures to minimise inherent conflicts.

Responding to Regulatory Processes

▪ Be transparent.
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FSRC Learnings



Assurance Processes

▪ Increased resourcing of second line risk and compliance functions to 
challenge and enhance operational practices.

▪ Additional deep-dive assurance reviews on processes involving potential 
conduct risk issues.

Operational Processes and Systems

▪ Enhancement of processes and systems to minimise the potential for 
conduct risk issues – e.g. adequacy of disclosure, correct charging of 
fees, etc..
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FSRC Learnings



Three core themes were reviewed:

 Governance - the way in which decisions are made, including how 
financial objectives, values and strategic priorities impact on the 
decision-making process, and how decisions, once made, are 
implemented.

 Culture – the norms of behaviour for individuals and groups that 
determine the collective ability to identify, understand, openly discuss, 
escalate and act on the organisation’s current and future challenges and 
risks.

 Accountability - the way in which staff, both individually and 
collectively, fulfil their responsibilities and the consequences of not 
fulfilling these responsibilities. 
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CBA Prudential Inquiry



The findings in the Final Report included:

 “A common theme from the Panel’s analysis and review was that CBA’s 
continued financial success dulled the institution’s senses to signals that 
might have otherwise alerted the Board and senior executives to a 
deterioration in CBA’s risk profile. This dulling was particularly apparent in 
CBA’s management of non-financial risks, i.e. its operational, compliance 
and conduct risks.

 "These risks were neither clearly understood nor owned, the frameworks for 
managing them were cumbersome and incomplete, and senior leadership 
was slow to recognise, and address, emerging threats to CBA’s reputation. 
The consequences of this slowness were not grasped….”
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CBA Findings



The Final Report included numerous recommendations for addressing these 
issues within CBA, focusing on the following five key levers:

1. More rigorous Board and Executive Committee level governance of non-
financial risks;

2. Exacting accountability standards reinforced by remuneration practices;

3. A substantial upgrading of the authority and capability of the operational 
risk management and compliance functions;

4. Injection into CBA’s DNA of the "should we" question in relation to all 
dealings with and decisions on customers; and

5. Cultural change that moves the dial from reactive and complacent to 
empowered, challenging and striving for best practice in risk identification 
and remediation.
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CBA Recommendations
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