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12 February 2021 
 
 
General Manager, Policy Development  
Policy and Advice Division 
Australian Prudential Regulation Authority 
 
 
 
Dear Sir/Madam, 
 
QBE Submission: APRA Response Paper – Strengthening prudential requirements for 
remuneration  
QBE welcomes the opportunity to comment on the revised proposals outlined in APRA’s 
Response Paper and on the revised draft Prudential Standard CPS 511 Remuneration (CPS 
511) which were released on 12 November 2020. 

This submission is on behalf of QBE Insurance Group Limited and the Level 1 insurers 
comprising QBE Australia Pacific (collectively “QBE”).  

QBE remains supportive of APRA’s objective to improve accountability and achieve greater 
balance in assessing performance so that remuneration arrangements promote effective 
management of both financial and non-financial risks, sustainable performance and long-term 
soundness. Several key challenges were raised in QBE’s prior submission dated 22 October 
2019 (our “2019 submission”), along with a range of alternative suggestions for APRA’s 
consideration.  

QBE acknowledges the changes APRA has made to the revised draft CPS 511 which seek to 
address these key challenges in some form. However, some key challenges remain for QBE, 
in part because of the various geographies in which QBE operates. In particular: 

• the application of CPS 511 to QBE as an authorised Non-Operating Holding Company 
(NOHC) continues to create an uneven playing field with our industry peers in key markets 
outside of Australia (as approximately three quarters of our workforce is located outside of 
Australia); 

• the deferral periods remain too lengthy and make Australian-listed organisations 
unattractive to executives based overseas and reduce our international competitiveness; 

• the significant burden on the Board remains;  
• unnecessary complexity will be introduced due to the inconsistency of CPS 511 with the 

Financial Accountability Regime (FAR); and  
• various proposed definitions in the standard remain unclear. 
This document is focused on the key challenges for QBE, some were included in our 2019 
submission and some have arisen due to the revisions made to draft CPS 511. These are 
outlined in Appendix A. We have included suggestions for alternative approaches that we 
believe meet APRA’s objectives and there are a few areas where we would welcome further 
clarity.  
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Key areas for clarification 
QBE would welcome clarification on the following proposals contained in the revised draft CPS 
511: 

1. Commencement Date (see paragraphs 9(b) and 10) 

QBE operates on a financial year ending 31 December for both financial results and 
performance management purposes. Paragraph 9(b) specifies the prudential standard will 
commence for a general insurer… or a group headed by an authorised NOHC or a registered 
NOHC that is a significant financial institution (including QBE) on 1 July 2023, which is halfway 
through our financial year. As such, despite paragraph 10, which specifies the prudential 
standard does not apply to a person’s variable remuneration if the opportunity arose before 
the commencement date, it is unclear for entities with a financial year ending 31 December 
2023 if the requirements for a person’s variable remuneration apply to:  

1. half of the financial year ending 31 December 2023 (i.e. 1 July – 31 December 2023); or 

2. the full financial year ending 31 December 2023 (i.e. 1 January – 31 December 2023); or 

3. the first full financial year following the introduction of the prudential standard, being 
financial year ending 31 December 2024 (i.e. 1 January – 31 December 2024).  

If the requirements apply to a person’s variable remuneration in 2023, even for half of the 
financial year, this would require QBE to implement the variable remuneration requirements 
from 1 January 2023 to ensure all remuneration arrangements for the 2023 performance year 
were compliant. This is earlier than what is required for entities which operate with a financial 
year ending on 30 June.  

In addition, if the prudential standard is required to apply to variable remuneration for new 
joiners from 1 July 2023, this would effectively require QBE to implement the standard from 1 
January 2023 so all existing and new employees are on compliant arrangements, as it would 
not be feasible to operate separate variable remuneration plans.   

It is important that APRA releases the final practice guide as soon as possible in order to allow 
sufficient time for QBE to finalise significant changes to our remuneration framework. This is 
particularly pertinent should the variable remuneration requirements need to apply from 1 
January 2023.  

QBE seeks clarity on when entities with financial years ending 31 December 2023 should apply 
the requirements for a person’s variable remuneration when the standard commences on 1 
July 2023. Our preferred approach is to apply the requirements for a person’s variable 
remuneration from 1 January 2024, this being the first full financial year post the introduction 
of the standard. This is consistent with the implementation of a new Accounting Standard by 
the Australian Accounting Standards Board, which generally apply for the first financial year 
commencing on or after the specified effective date. 

In addition, due to the significant changes that will be required, QBE believes the 
implementation date should be at least two years from the release of the final practice guide. 

2. Material weight to non-financial measures (paragraph 37(a)) 

In our 2019 submission, QBE raised concerns with the practical implications of the proposed 
limits on financial measures in draft CPS 511 and put forward an alternative approach to 
achieve the same objective. Although the revised approach that APRA has suggested differs 
to our proposed approach, QBE welcomes the flexibility it provides for each organisation to 
introduce non-financial measures in a way that best suits their remuneration framework.  



 

Page 10 of 11 
A Member of the QBE Insurance Group 

 

This is most evident in the requirement for a ‘material weight’ to be given to non-financial 
measures where remuneration is performance related. Whilst the standard makes it clear that 
a component of variable remuneration which is entirely dependent on share price performance 
or profitability would not be permitted, there is no further guidance on APRA’s expectations 
and what matters entities should consider when implementing this requirement.   

In addition, in the Response Paper APRA said entities may consider how they need to tailor 
non-financial measures for employees at different levels and in different divisions. As non-
financial measures are likely to be applied at an incentive plan level (for example to the short-
term incentive (STI) scorecard that applies to the whole Group), further guidance on APRA’s 
expectations is welcome. There will be unnecessary complexity if APRA’s expectation is that 
the weighting of non-financial measures is varied at an individual level, as opposed to function 
(e.g. risk and control) or seniority, as is most common practice. 

QBE acknowledges that industry has sought greater clarity on non-financial measures and that 
APRA plans to develop a framework to help entities determine appropriate measures in a new 
CPG 511. QBE would welcome further clarity on APRA’s expectations for: 

• what constitutes a ‘material weight’ for non-financial measures; and 

• tailored non-financial measures for employees at different levels and in different divisions. 

3. Clawback (paragraphs 54 to 56) 

QBE welcomes the revisions APRA has made to the clawback criteria which have been 
extended and aligned to the malus criteria. In addition, the inclusion of a materiality threshold 
addresses practical challenges to implementation and acknowledges that clawback would only 
be considered in exceptional circumstances.  

In respect of an entity setting specific criteria for the application of clawback and malus, QBE 
expects that each organisation will determine the appropriate meaning and/or threshold for 
‘significant’ and ‘material’ in alignment with existing risk management frameworks. APRA’s 
Response Paper clarifies clawback would only be used in exceptional circumstances “after 
other adjustment tools have been exhausted”. QBE is supportive of this clarification, however, 
the current wording in draft CPS 511 does not clearly reflect this intent and the requirements 
could still be interpreted as requiring the entity to apply clawback in certain circumstances.  

QBE would welcome this clarity being included in revised draft CPS 511.   

4. Adjustment for adverse risk and conduct outcomes (paragraph 37(b)) 

A range of available adjustment tools as a consequence for adverse risk and conduct 
outcomes is noted and QBE acknowledges these adjustments should work in conjunction with 
the inclusion of non-financial measures to enhance the focus on non-financial risks.  

Paragraph 37(b) of draft CPS 511 requires “the determination of each component of a person’s 
variable remuneration must… be adjusted, potentially to nil, for adverse risk and conduct 
outcomes, based on clearly identified risk criteria”. In the Response Paper, APRA said it 
anticipates that most entities will design a risk and conduct modifier to meet this requirement 
and that APRA expects these adjustments would occur following assessment of performance 
for a STI, and prior to the grant being made for long-term incentives (LTI).  

QBE seeks clarity on APRA’s expectations of a pre-grant assessment for LTI. There are 
different approaches in the industry and a pre-grant assessment may be suitable for some 
long-term arrangements. However, for a traditional LTI award with a long-term performance 
period, it is more logical to treat STI and LTI consistently (i.e. apply any risk and conduct 
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adjustment after the performance period and prior to payment or vesting). This allows any 
adjustment to be linked to the performance period in which the adverse outcomes occurred or 
were identified.  

QBE seeks clarity on APRA’s expectations on risk and conduct modifiers to adjust variable 
remuneration for adverse risk and conduct outcomes, particularly in relation to LTI awards.  




