
 

 
 

20 October 2022 
 
 
General Manager, Policy 
Australian Prudential Regulation Authority 
PolicyDevelopment@apra.gov.au  
  

Consultation on Discussion Paper and draft CPS 230 - Operational Risk Management 

Thank you for the opportunity to provide a submission on the proposals set out in this Discussion 
Paper and draft CPS 230. 

The CoData team draws on decades of executive management operational experience and market 
knowledge.  Based on our executive consultation across financial institutions and their service 
providers we comment on the consultation questions posed by APRA, and also provide observations 
on several key practical issues particularly relevant to superannuation. 

 

Yours sincerely 

 
Director 
CoData Pty Ltd 

 
Level 6, 1 Chifley Square Sydney NSW 2000 
 

 

About CoData 
CoData Pty Ltd brings business insight, operating model design, automation and implementation support to add efficiency, 
resilience and service uplift in support of investment operations professionals in funds, wealth, insurance and superannuation 
organisations.  
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Consultation questions 

 
Overall design 

 

 

 

 

 

 

 

 

1. Is a single cross-industry standard for operational risk management 
supported? 

Comment: In principal, yes.  There is merit in drawing on the lessons of 
operational risk management across industry verticals in both framing 
policy and to maximise the potential for regulated entities to share 
experience and know-how within a common prudential framework. 

The level of commercial interaction and people movement across 
verticals also supports a cross-industry approach, and could also serve to 
increase familiarity within both senior executives of regulated entities 
and supporting professionals (for example, legal, compliance, audit and 
risk). 

2. Are there specific topics or areas on which guidance would be 
particularly useful to assist in implementation? 

Comment: Yes.  See comments below (Specific requirement Q1) 
regarding the definitions of critical operations, tolerance levels and 
material service providers. 

3. How could proportionality be enhanced in the standard, and is there any 
merit in different requirements for SFIs and non-SFIs? 

Comment: Balance is required to accommodate the span in size and 
complexity (and therefore operational risk) inherent in APRA regulated 
entities both across and within industry sectors.   

On the other hand, the fact that an entity is APRA regulated at all means 
(by definition) they are within the prudential framework, and therefore 
merit a consistent approach (that is, equivalent policy requirement for 
SFIs and non-SFIs).   

Proportionality is then achieved within a consistent prudential regulatory 
policy setting, but right-sized by the Boards of each entity appropriate to 
their footprint.  It would be helpful if APRA provide further guidance in 
terms of how proportionality will be interpreted in practice. 

4. What are the estimated compliance costs and impacts to meet the new 
and enhanced requirements? 

Comment: Costs will be generated at each point in the regulatory change 
lifecycle – including interpretation, mapping to internal policies and 
compliance regimes, and review of all key functions and supplier 
agreements. 

We plan to provide a separate submission to APRA in terms of 
quantification. 
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Observations 

While CPS 230 makes it explicit that an APRA-regulated entity must manage its full range of 
operational risks, there is an imbalance in the level of prescription for outsourced providers compared 
to functions performed in-house.  

Specifically, CPS 230 at 46 sets out requirements for the management of service provider 
arrangements, yet the same level of detail is absent for critical operations performed by the entity 
directly (in-house).  

Better alignment to policy intent, including a greater appreciation by regulated entities of 
operational risk, would be achieved in if the level of prescription was equally applied to in and out 
source functions. 

For example, one of the key stated aims of the standard is: 
 
“enhance third-party risk management by extending requirements to cover all material 
service providers that APRA-regulated entities rely upon for critical operations or that expose 
them to material operational risk, rather than just those that have been outsourced” 
(emphasis added). 

Accordingly, the key obligations created under CPS 230 should apply equally to functions performed 
in-house in support of critical operations as those out-sourced, and wording of the substantive 
clauses could be changed to reflect this equivalence.   

 

- ENDS – 

 




