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APRA Regulatory Developments



1. Implementation of the BEAR

2. Residential mortgage lending measures

3. CPS 234 Information Security

4. Capital framework
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APRA Regulatory Topics



Banking Executive Accountability Regime

¡ 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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The BEAR



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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The BEAR – 5 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%/20% of total rem
§ Deferral for a minimum of 4 years
§ Cut bonus if warranted 
§ Not applicable if variable remuneration is less than $50,000
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The BEAR – Impact for Mutuals
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Residential Mortgage Lending

December 2014

10% investor 
limit introduced

February 2016

Confirmed that industry 
below 10% benchmark

2015 – second half

Benchmark became 
a hard limit

2015 – first half

Measured and
proportionate 
approach

November 2014

APG 223 released
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Residential Mortgage Lending

March 2017

30% interest only 
limit introduced

April 2018

APRA removes 
10% benchmark

January 2018

Final ARS 223 
announced

October 2016 –
February 2017

APG 223 revised



10% Investor growth benchmark limit

¡ History
§ Introduced for ‘macro-prudential’ purposes to avoid overheating in housing 

market
§ Highly problematic for smaller ADIs with volatile origination
§ Identified substantial classification issues and data integrity concerns

¡ Removal subject to 3 conditions:
§ ADI below benchmark for 6 months
§ Board assurance that lending policies meet APG 223 serviceability standards
§ Board assurance that lending practices will be strengthened as necessary
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Mortgage lending measures



30% Interest-only limit

¡ History
§ Introduced March 2017 as a hard limit
§ Applies to all new origination (investor and owner-occupied)
§ Implies some constraint on investor lending (as IO more common)
§ Has seen a reduction in IO lending over first 12 months from 40% to 20% of 

new loans funded

¡ Application
§ Measured on a settlement basis 
§ Harder to manage as depends on offer acceptance rate and timing of 

settlement
§ Some ADIs selectively offer IO approved borrowers a discount to switch to 

P&I before settlement
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Mortgage lending measures



¡ APG 223 is a quasi-prudential standard for lending 

¡ Key requirements

1. Interest rate buffers > 2% and floor > 7%
2. Applied to borrower’s new and existing debt
3. Haircut ≥ 20% on most variable income
4. Interest-only loans assessed on P&I period
5. Improve verification of actual expenses (to reduce reliance on 

benchmarks)
6. Prepare for Comprehensive Credit Reporting
7. Prudently managing overrides (<5%)
8. Set limits on maximum DTI and proportion > 6x DTI
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Serviceability Measures – APG 223



Expectations

¡ Effective 1 July 2019

¡ Raises profile of information and data security as a Key Risk Area

¡ Focus is on control framework

¡ Raises expectations around incident management
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CPS 234 Information Security



Requirements

¡ Need to document a policy/framework if not already in place

¡ Clear allocation of responsibility for Information Security

¡ Increased requirements for annual disaster recovery testing including an 

information security response plan

¡ Internal audit to test controls regularly 

¡ APRA notification requirements

§ Within 24 hours for ‘material’ incidents

§ Within 5 days for weaknesses 

§ Overlaps with other notification requirements, e.g. Privacy Act 
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CPS 234 Information Security



To do list

1. Clearly document controls and responsibilities for 
Information Security

2. Enhance documentation and processes for incident 
management

3. Contact IT Service providers
§ Seek confirmation of their compliance with CPS 234
§ Ensure understanding of the controls

4. Further develop disaster recovery plans and testing 
programs to include information security response plans

5. Start scheduling controls testing into internal audit plans
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CPS 234 Information Security
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Capital Framework

Current Considerations

¡ Quantum of capital – need to be unquestionably strong
§ Information Paper: Strengthening banking sector resilience: 

establishing unquestionably strong capital ratios - July 2017

¡ Allocation of capital – risk weights currently being reviewed
§ Discussion Paper: Revisions to the capital framework for authorised 

deposit-taking institutions – February 2018

¡ Comparability – need for ratios to be understood and 
internationally comparable
§ Discussion Paper: Improving transparency, comparability and 

flexibility of the ADI capital framework – August 2018



Prudential Standards under review

14

Capital Framework

Standard Key change

APS 112 mortgage risk-weight formula changes

APS 113 major changes for IRB banks

APS 180 counterparty credit risk (SA-CCR, previously in APS 112)

APS 220 consequential changes for introduction of IFRS 9 and others

APS 110 leverage ratio to be potentially introduced



Graduated Framework

¡ Proposes:
§ Flat operational risk charge
§ No counterparty risk requirement

§ No leverage ratio

§ D2A data publication by APRA instead of APS 330

¡ Applies to ADIs that are:
§ Simple (no trading book, etc.)

§ Domestic

§ Small (size threshold to be determined)
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Implementing Basel III reforms in Australia
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Implementing Basel III reforms in Australia
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Implementing Basel III reforms in Australia



Unquestionably Strong

¡ Australian banking system was better capitalized pre-GFC

¡ Other countries improved capital position more strongly
§ Australia has dropped out of top quartile

¡ Major banks need to target 10.5% CET1 ratio
§ Temporary 600b.p. buffer over the 4.5% Basel minimum CET1 ratio

¡ Lack of clarity for smaller ADIs
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Capital Framework



Internationally Comparable
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Capital Framework
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Capital Framework



Discussion
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