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Timeline of policy initiatives
2020 1H 2021 2H 2021 2022+

Expected 
effective

Capital

Measurement of capital (APS 111) Consult Finalise 2022

Overall approach to capital requirements (APS 110) Consult Consult Finalise 2023

Standardised approach to credit risk (APS 112) Consult Consult Finalise 2023

Internal ratings-based approach to credit risk (APS 113) Consult Consult Finalise 2023

Interest rate risk in the banking book (APS 117) Consult Finalise 2023

Disclosure requirements (APS 330) Consult Finalise 2023

Governance Remuneration (CPS 511) Consult Finalise 2023

Governance (CPS 510) Consult 2023

Risk Management (CPS 220) Consult 2023

Fit and proper (CPS 520) TBC 

Resilience Climate risk PPG Consult Finalise -

Recovery and resolution planning Consult Finalise 2023

Operational risk, service provision (CPS 231), business continuity management (CPS 232) Consult Finalise 2023

Stress testing PPG Consult Finalise -

Other reforms Credit risk management (APS 220 and APG 220) Consult Finalise TBC

ADI and NOHC authorisation guidelines Finalise -

Stored- value facilities Consult Finalise 2023

©Australian Prudential Regulation Authority (APRA), Prudential Policy Agenda, ABA Briefing, February 2021
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Impact on capital ratios

APRA’s proposals will change the presentation of capital ratios. This is because the denominator of the 
capital ratio calculation – RWA – is changing to be more aligned with the international Basel methodology, 
while the dollar amount of eligible capital required remains unchanged. All else being equal, this will 
increase capital ratios.

©Australian Prudential Regulation Authority (APRA), Discussion Paper, A more flexible and resilient capital framework for ADIs, 8 December 2020
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Design Distribution Obligations: in a nutshell
The regulator expects that issuers will implement DDO in a manner which is embedded in your day to day practices to comply with the obligations.

DDO: Issuer

DDO: 
Distributor

Make a Target Market 
Determination (TMD)

Take reasonable steps 
in relation to 
distribution

Notify ASIC of 
‘significant dealings’

Review the TMD to 
ensure it remains 

appropriate

Leverage product data 
such as complaints to 

trigger a review

Not to distribute 
unless a TMD has 

been made

Take reasonable steps 
in relation to 
distribution

Notify the issuer of 
‘significant dealings’

Collect information & 
Keep records

Who are the 
Relevant parties to 

whom the 
obligations apply ? What are the key obligations?

Impact on the Product 
Governance Framework

The product governance framework 
should:
a) Focus on the identified target 

market across the lifecycle of the 
Product;

b) Be designed to reduce the risk of 
the Product being sold to 
customers that are not consistent 
with their likely objectives, 
financial situation and needs;

c) be documented, fully 
implemented, monitored and 
reported on, and regularly 
reviewed to ensure that the 
Product is fit for its intended 
customers

Take reasonable steps in 
relation to distribution & not 
permit distribution without a 

TMD

Enhancing the product governance framework in a customer-centric approach will support the delivery on your proposition to your 
members/customers

Not to distribute if a 
TMD is no longer 

appropriate

Enabled by data and technology capabilities 

You are likely 
to be both
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Better practice observations
A range of better practice observations that could help other ADIs improve their implementation 
of the BEAR involve:

Introducing centralised resources to implement the BEAR, and providing meaningful 
support to APs to meet their obligations;

Implementing robust processes in place to ensure that accountabilities remain clear 
and accurate on an ongoing basis, as well as reflect business changes;

Establishing frameworks that support APs to take reasonable steps, and monitoring the 
range of practices that APs are using to meet their obligations through periodic reporting;

Integrating the consequence management and remuneration framework to reinforce 
accountability obligations through variable remuneration decisions; and

Ensuring the board reflect and decide on whether existing governance practices 
can sufficiently demonstrate reasonable steps of non-executive directors.

These observations, although specific to large ADIs, could be taken as examples of better practice 
across all regulated entities (including super funds and insurers) in consideration of the upcoming 
Financial Accountability Regime (FAR).  

As the industry looks towards 2021 and beyond, entities that are waiting on the FAR legislation 
to take effect should be seeking to plan early and incorporate these lessons.

Executive Summary
On 11 December 2020, APRA released an Information Paper detailing its review of the BEAR Implementation by three of Australia’s largest ADIs – CBA, NAB and ANZ. 
The review found that all three had designed adequate frameworks to administer the BEAR, enabling better challenge by boards, stronger understanding of accountable persons’ 
(APs) obligations and more targeted engagement with APRA to deliver prudential outcomes.

What has come across loud and clear from the Implementation Review is that this is a whole of organisation exercise. 

Dedicated time and allocation of resources are, therefore, critical to the understanding of stakeholders involved, as well as integration of frameworks 
to ensure effective execution of the regime. 

Key points from the assessment (as at February 2020) indicate that while various aspects were covered 
within each framework, the maturity levels differed, as summarised herein:

Most developed approach among the three banks

Benefitted from the execution of its remedial action plan associated 
with the Prudential Inquiry

Actions: improve the monitoring of reasonable steps and proactively identify accountability 
gaps by undertaking periodic scenario testing.

Adequate frameworks to implement the BEAR 

Demonstrated better practice in periodic scenario testing

Actions: Further embed the key principles of the BEAR in its ongoing risk management, 
improve the monitoring of reasonable steps, and strengthen the design and implementation 
of consequence management processes.

Frameworks were adequate at the time of the review, however, were 
considered at an earlier stage of maturity than its two peers in embedding 

Actions: Provide better support to the board and APs to embed the regime, and simplify its 
BEAR breach and consequence management process.
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Key areas of feedback

Frameworks

• CBA and NAB went further than ANZ in developing resources to 
form a degree of standardisation of how practices could be 
demonstrated. 

• Given the importance of reasonable steps monitoring and 
understanding of how they align with expectations, better 
practice included the centralised BEAR function sharing 
examples of the reasonable steps to raise awareness. 

• Over time, periodic reports could be developed that empower 
the board on behalf of the ADI to challenge the actions being 
taken by APs to fulfil their obligations.

Accountability Statements

• Technology and operations were found to be the most 
challenging, with the CBA and NAB faring better in delineating 
accountability between business and technology functions. 

• Collective accountability forms part of a mature approach to 
strengthening accountability. Successful ADIs discussed 
scenarios where all executive APs would be held collectively 
accountable, even where an incident occurs outside an individual 
area of accountability thus preparing them for such incidents if 
they were to occur. 

Advice to APs & ongoing monitoring

• Where advice was too prescriptive, it could diminish the 
agency of the individual AP to fulfil their obligations. Complete 
discretion tended to mask the support needed to make an 
informed judgement. 

• CBA had developed high-level principles to inform APs of 
expectations for engaging with regulators in an open and 
transparent way.

• Better monitoring of, and reflection by APs on whether 
governance arrangements and their own individual practices 
enable them to demonstrate how they, and the ADI, are 
meeting accountability obligations

Reasonable Steps Monitoring

• APRA noted that all entities could enhance their approach to 
ensuring each AP is complying with their obligations.  

• ADIs could monitor the reasonable steps taken by APs, consider 
how they align with the ADI’s expectations, and assess whether 
APs have the right support to discharge their obligations. The 
focus on reasonable steps is an important shift in the approach 
to maturing approaches to BEAR implementation. 

• This can be better be supported by routine monitoring and 
assurance to inform the ADI about the actions taken, and clarity 
over accountability in decision making processes.  

Scenario Testing

• Facilitates a deeper understanding of accountability by examining 
where points of handover, gaps or overlap occur, exploring the 
interaction between product, consumer and operational 
functions, and reviewing the assignment of accountabilities 
between APs and outsourced providers.  

• Better practice includes periodic scenario testing for both 
executive APs and Directors, to ensure accountabilities 
accurately reflect changes in AP roles and evolving business 
operations. 

• Executive APs may also benefit from cascading scenario testing 
to direct reports to test and clarify accountabilities at an 
operational level.

Consequence Management

• There were varying levels of maturity across the design, 
operating effectiveness, and independence of  breach and 
consequence management frameworks,

• Consequence management better practices include:
– Practically defining breaches to inform consequence 

management decisions; 

– Defining escalation processes to ensure decision-makers are 
provided with timely information relating to breaches; 

– Clear principles-based processes to inform decisions to launch 
investigations, and 

– Defining processes and guidelines detailing the consequences 
an ADI could apply in response to incidents across a spectrum 
of severities.
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Loan deferrals
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