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APRA’s priorities for 2023

Madeleine Mattera & Jane Byrne

What do regulated institutions need to know? 20 February 2023
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01.Will 2023 be easier?

APRA introduces its policy &
supervision priorities as a
“lighter load”.

Will regulated institutions
agree?

04. Focus areas - Cross
industry & sector specific

Institutions to demonstrate
compliance or progress.

I: Refer APRA’s Guide for Directors - PFS Consulting
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02. No surprises in
Policy agenda

Policy setting will focus on

modernisation, digitalization,

emerging risks and refining
positions on climate and
governance'

05. Longer range
priorities signalled

Emerging issues are on the
radar.

Prepare to be part of the
dialogue & consultation

AT A GLANCE

03. Prepare for APRA
prudential visits

Face to face prudential
engagement has returned to
normal post Covid.

Click here to access
APRA’s Policy Priorities
and Supervision

Priorities, released
February 2023


https://pfsconsulting.com.au/2022/10/06/cps-230-the-journey-towards-resilience/
https://pfsconsulting.com.au/2022/12/14/apras-guide-for-directors/

CROSS INDUSTRY REFORMS  [B)

WHAT SHOULD BOARDS & EXECUTIVETEAMS DO NEXT?

I. Critically assess 2. Review implementation 3.Anticipating adverse
Cyber readiness of existing reforms economic conditions

Prepare for tripartite Capital reforms Higher interest rates

review Risk Culture/GCRA Geopolitical uncertainty

Post review - Address the

findings CPS51 1 — implementation Inflation at 30 year high

review in |5 SFls : , ,
Economic uncertainty - supply side

Uplift understanding & CPS230? shocks & tight labour market

oversight of third parties
and downstream CPS190/CPS900 Stress testing various scenarios is key
outsourcing

NOHCs/Groups — under Exit planning — learning from the Xinja
Learnings from Optus & review and volt Bank market exits and
Medibank Superannuation Heatmap /Performance

Test failures

2: Refer CPS 230 The journey towards resilience - PFS Consulting



https://pfsconsulting.com.au/2022/10/06/cps-230-the-journey-towards-resilience/

ADIs

How effectively are you addressing Assess and Prepare for future reforms
new requirements?

30 September 2022: APS001,APGI |0, Mid year stress test for SFls
112, 113,210,223 (guidance) Enhanced cyber response plans for Large ADls
: IJSaTTZr{Z%)OIzgiAIPSSOI |20|’0| |2|2’0| |222’ II I33I’O Moving from BEAR to FAR — timing dependent upon
33 O’ PED D TESR SIS EEE esh IS progress of the Bill before Parliament
APS210 review
2024:

APS610 re stablecoins & stored value facilities

Crypto assets — prudential framework will open for
consultation

APS910 review
| January 2025: revised APS| 17 & APG re IRRBB effective
2025-2026:APS116, 180 will be reviewed



INSURERS

How effectively are you addressing Assess and Prepare for future reforms
new requirements?

General Insurers: General Insurers:
| July 2023: GPSO00I, 110, 112, 113, GPG240 will be revised
14 115,116, 117,118,230, 340 Remediation post thematic review of 10 insurers

released Oct 2022 — learnings may be relevant for
other insurers

Life Insurers:
IDII monitoring

PHIs:
New capital framework

Hazards Insurance Partnership
Reinsurance cost increases
Gl Climate Vulnerability Assessment in 2023

Operational resilience and third Challenges in commercial lines such as public liability

party monitoring
Life insurers:

Group life review of 12 direct insurers
Remaking 4 LPS standards by | April 2023
LPG240 will be revised

PHis:
Affordability, both claims & medical costs rising



SUPERANNUATION FUNDS [B

How effectively are you addressing Assess and Prepare for future reforms
new requirements?

Member Outcomes: SPS| 14 consultation will progress

Self assessments against APRA
reviews of SPS515

Retirement income covenant:
implementing the strategy

Performance Test & Heatmaps SPS521 & SPS160 will be reviewed — any changes
will be subject to consultation process

SPS515 changes to be consulted on

Transfer planning, SFTs & MySuper licence
cancellations — SPG227 to be updated

Fund Sustainability monitoring

Best Financial Interests Duty Group Life and IDII affordability
Fund expenditure Board capabilities, tenure, Conflicts Management,
| January 2023: SPS530 strength of internal control systems

| July 2023:SPS310



Data
APRA’s data collection will continue to evolve

How mature is your data strategy & data quality?

RBA CBDC developments

A policy position will be formulated

How closely are you following developments?

Payments system developments

The pace of change continues

How well positioned are you to take advantage of
opportunities and respond to changes?

=

BEYOND 2023:
HOW TO PREPARE

Climate & ESG

Understanding will deepen and strategies will refine

How proactive is your approach?

Financial Accountability Regime

Delayed but will eventually be enacted

How well prepared are you?

Governance

Board skills, renewal, fit & proper will uplift
New Governance standard 2025
New Risk Management standard 2026

How well are your Board & Committees
positioned?



[R WHAT'S MISSING?

APRA was silent on:

= Commitment to fostering competition
= Restricted ADI (RADI) framework

= Licensing of new financial institutions

= Material related party outsourcing in superannuation
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T:0413 309 481 T:0407 660 931 T: 0408 500 720 T: 0402 349 777



HOW PFS CAN HELP

Governance & Risk Internal Audit Services Actuarial Services

Services
Board education sessions Outsourced IA Specialty lines pricing
Board governance reviews Cosourced IA Liability valuation and Appointed Actuarial services
Outsourcing/third party reviews Independent reviews Assistance with product design and development
Readiness reviews ICAAP reviews
CPS220 triennial reviews Advice regarding crediting rates and unit pricing
ICAAP triennial reviews IFRS17 advisory
CPS51 | remuneration reviews Model development and review
SPS220/250/521/530 reviews Trustee resilience modelling — ORFR and trustee capital
SPS515 reviews Insurance tenders design and evaluation

BEAR/FAR advice Executive remuneration valuations
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