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I'd like to start this morning by highlighting the importance of the Financial Sector Legislation
Amendment (Crisis Resolution Powers and Other Measures) Bill 2017 which — with the
welcome endorsement of this Committee — was recently passed into law by the Parliament.

The BIll delivers a long-awaited and much needed strengthening of APRA’s crisis
management powers, better equipping us to deal with a financial crisis and thereby to protect
the financial well-being of the Australian community. Put simply, these powers give us
enhanced tools to fulfil our key purpose in relation to banking and insurance: to protect bank
depositors and insurance policyholders. That purpose is at the heart of all that we do, and the
legislation is designed with that protection very much in mind.

With the Bill now passed, the task ahead for APRA is to invest in the necessary preparation
and planning to make sure the tools within the new legislation can be effectively used when
needed. We hope that is neither an imminent nor common occurrence, but we have much
work to do in the period ahead to make sure we, along with the other agencies within the
Council of Financial Regulators that will be part of any crisis response, have done the
necessary homework to use these new powers effectively when the time comes.

So that is one key piece of work for us in the foreseeable future. But it is far from the only issue
on our plate. With the goal of giving industry participants and other stakeholders more visibility
and a better understanding of our work program, we released a new publication in January
this year outlining our policy priorities for the year ahead across each of the industries we
supervise.! Initial feedback has welcomed this improved transparency of the future pipeline of
regulatory initiatives, and the broad timeline for them.

That publication is one example of our ongoing effort to improve our processes of engagement
and consultation with the financial sector and other stakeholders. Another prominent example
is that we've just embarked on our most substantial program of industry engagement to date
as we seek input into the design and implementation of our next generation data collection
tool.2 Through this process, which we launched on Monday this week, all of our stakeholders

1 Available at http://www.apra.gov.au/AboutAPRA/Pages/Policy.aspx

2 See announcement at http://www.apra.gov.au/Crossindustry/pages/data-collection-solution.aspx
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will have an opportunity to tell us — at an early stage of its design — what they would like to see
the new system deliver, as well as influence how we roll it out.

More generally, and recognising the increased expectations of all public institutions, | thought
it would also be timely to briefly recap the ways APRA is accountable for the work we do
supervising financial institutions for the benefit of the Australian community. At a time when
Parliament has moved to strengthen APRA’s regulatory powers, we fully accept that these
accountability measures take on added importance. They play a crucial role in reassuring all
of our stakeholders that APRA is acting at all times according to our statutory mandate.

APRA'’s accountability measures are many and varied. They start with the obvious measures
such as our Annual Report, our Corporate Plan and Annual Performance Statement, and our
assessment against the Government’s Regulator Performance Framework. We obviously also
make regular appearances before Parliamentary committees such as this to answer questions
about our activities, and now meet with the Financial Sector Advisory Council in their role
reporting on the performance of regulators. Our annual budget, and the industry levies that
fund us, are set by the Government, which also issues us a Statement of Expectations as to
how we should approach our role. We comply with the requirements of the Office of Best
Practice Regulation in our making of regulation, and our prudential standards for banking and
insurance may be disallowed by Parliament, should it so wish.

To give greater visibility to these mechanisms, we have recently set out an overview of our
accountability requirements — including some that we impose on ourselves — on our website
so that they can be better understood by our stakeholders.3

I'd like to also note that we will be subject to additional scrutiny this year through two other
means:

o We expect that aspects of APRA’s activities will be of interest to the Royal Commission
into Misconduct in the Banking, Superannuation and Financial Services Industry. We have
already provided, at their request, documents and information to the Commission, and
will continue to cooperate fully as it undertakes its important work.

o We will be subject to extensive international scrutiny from the IMF over the year ahead as
part of its 2018 Financial Sector Assessment Program (FSAP).* The FSAP will look at
financial sector vulnerabilities and regulatory oversight arrangements in Australia,
providing a report card on Australia (and APRA in particular) against internationally-
accepted principles of sound prudential regulation. As was the case previously, we expect
the IMF to find things we could do better. APRA is ready, along with other members of
the regulatory community, to give the IMF our full cooperation and look forward to their
feedback.

Finally, time does not permit me to discuss our on-going work in relation to housing lending
but, anticipating some questions on this issue, | have circulated some charts which might be
helpful for any discussion (see attached).

With those opening remarks, we would now be happy to answer the Committee’s questions.

3 Available at http://www.apra.gov.au/AboutAPRA/Pages/ReportingandAccountability.aspx

4 See Treasurer’s press release at http://sim.ministers.treasury.gov.au/media-release/125-2017/
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SELECTED HOUSING-RELATED CHARTS
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