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Objectives and approach of the survey 

Aim 

•Understand the: 

•Process undertaken to reach 
compliance  

•Key challenges 

•Examples of  good / best practice 

Survey Approach 

•Opted for qualitative interview style 
survey 

•Smaller response set, but provides a 
“richer” picture 

•Participants – 4 direct insurers, 1 
reinsurer, 2 banks. 

•CPS 220 implementation was 
approached in a number of ways – no 
institution had the same experience 



CPS 220 Overview 

CPS 220 places 
significant 

responsibility on the 
Board. 

The Board is 
assisted by the 

Risk Management 
Function 

Prudential Standard CPS 220 requires financial institutions to maintain a risk management 

framework.  The standard outlines: 

1. Key roles and responsibilities  

2. Key components of a risk management framework. 

• Board defines risk appetite, and risk management strategy (RMS) 

• Board ensures that: 

• Sound risk management culture is established and maintained 

• Operational structure of the institution facilitates effective risk 

management 

• Policies and procedures are developed consistent with RMS 

• Assists the Board, its committees and senior management to 

develop and maintain the risk management framework 

• Operationally independent 

• Has access to all aspects of the institution that have potential to 

generate material risk, including information technology systems. 



CPS 220 Overview cont’d 

Risk 
Management 

Framework 

Risk Appetite 

Risk Management 
Strategy 

•Policies and 
Procedures 

“is the totality of systems, structures, policies, processes and people 

within an APRA-regulated institution that identify, measure, evaluate, 

monitor, report and control or mitigate all internal and external sources 

of material risk.” 

The Board approved risk appetite should include: 

• Degree of risk that the institution is prepared to accept 

• For each risk the maximum level of risk (risk tolerance) 

• Process for ensuring that risk tolerance are set an appropriate level 

• Timing and process for review of risk appetite and tolerance 

• Describes the approach to managing material risks 

• Lists risk management policies and procedures 

• Summarise roles and responsibilities 

• Describe the risk governance relationships 

 



Understanding the standard and preparing 

Gap Analysis Prioritisation Development 

• As all companies had a risk management frameworks in place, it was a process of adapting this to 

the requirements of the standard 

• Most institutions carried out a form of self assessment or gap analysis to understand the steps 

required to reach compliance 

• Then review gap analysis and prioritise actions 

• Gap analysis had to be multi dimensional for example, covering reporting lines, 

communications and reports, review and audit scope and cycles. 

• Some institutions took further work to understand gaps in particular areas: 

• Risk culture: one institution undertook a risk culture survey, then developed an action plan to 

improve risk culture. 

 



Understanding the standard and preparing 

Enablers Challenges 

• Strong organisational  risk culture 

• Larger companies  with more mature 

frameworks were better placed 

• Having to meet existing requirements, these 

included:  

• Comprehensive  requirements from 

overseas parent company  

• Having to meet existing regulatory 

requirements such as LPS220 

• Timing of the final standard 

• Some areas of ambiguity, these tended to detract 

the discussion from key issues, for example: 

• Boards must ensure  risk culture is implemented 

• Board vs management responsibilities 

• How the three lines of defence would operate 

given that CPS 220 requires a centralised risk 

management function under the CRO 

• Demonstrating value of the exercise to some senior 

management. 

Sources of information, dialogue and support:  

• Many insurance company CROs found the CRO Forum useful – less dialogue in banking 

• Consultant /  outside expert 

• ERM Seminar 

• Life insurance risk appetite working group 



Implementing the standard 

Board’s role Risk Management Function 

• Training and education for the Board was a key 

step in implementation 

• Set up processes to enable the Board to comply 

and be able to sign the Risk Management 

Declaration  

• “What evidence is necessary for the Board 

the sign the RMD” 

• Timing of the RMD is a challenge as it is required 

3 months after year end 

• The requirements around the CRO role were 

particularly challenging. Some institutions needed 

to recast reporting lines and accountabilities to be 

compliant 

• One respondent had to get approval from 

APRA to retain current reporting lines 

• One area requiring focus for implementation is 

non-regulated entities within a conglomerate. 

A key aspect of implementing the standard is ensuring participants are equipped and set up to perform 

roles and accountabilities as set out by CPS 220: 



Implementing the standard cont’d 

Risk appetite development Risk management strategy 

• Actions taken ranged from formalising an 

existing risk appetite statement to developing a 

new statement 

• As most institutions had a RAS, these were 

adapted to fit the standard 

• Larger institutions needed to implement this 

across functions, geographies and business units 

• Developing policies not already in place – 

examples included data risk which was not treated 

as a risk previously 

• Any new policies and procedures put in place 

needed to be circulated through the business and 

potentially endorsed by the Board 

• New types of risk e.g. strategic and reputational 

needed to defined and have measurements 

against these 

• Putting in place necessary MIS and reporting. 

The broad approach to implementing changes or new components of the framework is: 

Develop aspects of 

framework as required 
Formalise / 

Approve 
Implement Evaluate 

Effectiveness 



Implementing the standard cont’d 
For specific aspects of the standard, the table below outlines the specific tasks that  survey participants 

undertook: 

Policies and Procedures 

• Developing procedures and 
policies for particular risks like 
data risk, 

• Sign off processes 

Risk MIS 

• Linking risk appetite to with 
other components of business 
reporting 

• Metrics to monitor risk against 
risk appetite 

• Develop more quantitative 
metrics – currently risk 
management is qualitative 

• Reformulating metrics and 
sourcing data 

Communication 

• Developing reports for the 
Board 

•Needed to balance this with 
a pragmatic approach on 
what is put forward for 
Board approval 

• Establish governance forums 
where necessary 

• Audit communications 



Implementing the standard cont’d 

Companies also had to determine how and when components of their Risk Management Framework 

would be reviewed.  For many, post implementation, this is a key area to focus on. 

Implement 
aspects of 
framework 

Carry out 
reviews 

Understand 
issues and 
areas for 

improvement 

Formulate 
improvements 

Communicate 
and get 

approved 

Companies need to determine: 

• Who does the review (internal audit vs external reviewer)? 

• What is covered in the annual vs three year review? 

• Annual is viewed as more of a compliance review 

while three year review is external rather than audit. 

• Time table for the review 

Need to avoid overlap and wasted effort 

  



Best practice and future developments 

Compliant 

Best practice 

Examples of best practice as observed by participants 

Component of 

CPS 220 

Areas of best practice 

Risk appetite Link this to other parts of business reporting 

Risk 

management 

strategy 

Actively use outputs from risk monitoring to drive 

decisions 

Risk Culture • The business units take ownership of risk, rather than 

being told by the Risk Management function 

• Communication within the company 

• Ethics survey and ethics training for senior leaders 



Best practice and future developments 
We asked participants on their appetite for a guidance note or similar from the Actuaries Institute and what it 
should cover: 

Specific/Detailed General 

No appetite, reasons include: 
• Actuaries not credible in this 

space, so a note may not 
find an audience 

General information on what 
best practice looks like 

Guidance on the risk culture 
piece that formalises what 
should be done 

Developing KRIs (x2) 

Clarity on what should be taken 
to the Board to consider 

Examples on limits and 
tolerances for qualitative risks How to oversee a RMF 

APRA’s expectations 

Specific training 
for directors 



Our conclusions 

• Companies took a positive approach and implemented this within the timeframe required 

• Overall companies were able to implement reasonably easily given many had risk management 

frameworks in some form 

• The level of communication undertaken was useful and helped to lift the general level of understanding 

of the institutions  

• There is strong onus on the Board and senior management to ensure that a strong risk culture is in place 

and that they are across their institutions risk management framework 

• Guidance on specific components that helps convey what good or best practice looks like or details 

the range of possible options will be useful, however cautious about putting out something that is then 

considered “mandatory”.    

• Perhaps there is also work improve the credibility of actuaries in this particular area. 

 


