APRA Update

August 2011

Since our APRA capital standards review update in February, APRA has published its response to the
industry feedback it received on its proposed changes. Here we bring you a brief update.

Changes
Substantial changes have been made in response to concerns expressed by the insurance industry. These
changes focus on three areas:
• Reducing the overall increase in capital resulting from the initial proposals.
• Reducing the extent to which the prudential capital requirements remain high or increase in times of
financial stress (what APRA calls the “pro-cyclic” nature of the proposals).
• Reducing the complexity of the proposals, particularly the Insurance Concentration Risk Charge and the
Asset Risk Charge.
APRA has clearly summarised the changes in its published response, and we recommend that you review
these changes and consider the impact on your business.

Plan Ahead...
Although APRA has attempted to soften the industry wide capital increase implied by its original proposals,
some insurers may still experience significant adverse impacts. Importantly, you may be able to mitigate
many of these impacts through careful planning. This may involve, for instance, a review of your investment
strategy, reinsurance structures and the types of business you write.

...especially for ICAAP
We recommend that you begin preparing for the Insurer Capital Adequacy Assessment Process (“ICAAP”)
that will be required under the new standards. At the recent Institute of Actuaries of Australia’s Insurance
Capital Review Seminar in June 2011, APRA member Ian Laughlin emphasised that the quality of an insurer’s
ICAAP will be a key determinant on whether or not a supervisory adjustment will be required.
If you would like assistance with preparing for your ICAAP, or any other aspects of the revised capital
standards, please contact your usual Taylor Fry Actuary, or one of us.

Win-Li Toh
ph: + 61 2 9249 2904
e: winli.toh@taylorfry.com.au

Sharanjit Paddam
ph: + 61 2 9249 2914
e: sharanjit.paddam@taylorfry.com.au

Sydney office
Level 11
55 Clarence Street
Sydney NSW 2000
ph: + 61 2 9429 2900
fax: + 61 2 9249 2999
e: sydoffice@taylorfry.com.au

Kevin Gomes
ph: + 61 2 9249 2918
e: kevin.gomes@taylorfry.com.au

Melbourne office
Level 6
52 Collins Street
Melbourne VIC 3000
ph: +61 3 9658 2333
fax: + 61 3 9658 2344
e: melboffice@taylorfry.com.au

www.taylorfry.com.au
C o n s u l t i n g Ac t u a r i e s &
A n a l y t i c s Pro fe s s i o n a l s

Disclaimer
This newsletter is general in nature and provided for information purposes only. It does not constitute actuarial or investment advice.
In certain cases the discussion is based on incomplete information from APRA that is subject to change. We recommend that you refer
to APRA (www.apra.gov.au) for updated information regarding the proposed changes, and discuss your specific circumstances with
your Appointed Actuary, or the Taylor Fry contacts above.

