











as a RADI. This enables a guided pathway towards an unrestricted license. This could be done in a
controlled and/or phased manner, potentially after an initial operating period, to enable better testing of
business models and support capital raising efforts. Such an approach may help bridge the gap between

restricted and unrestricted licensing, while maintaining appropriate safeguards.

Suggestion 2: APRA explore options for allowing RADI licensees to gradually extend their product
offerings to the general public during the RADI licence period.

Consultation Question: Where could APRA's licensing requirements be more proportionate?

AFIA acknowledges that banking is a capital-intensive business, and depositors deserve the security of
knowing that their funds are backed by adequate levels of capital and liquidity and prudent lending
activities. Whilst AFIA does not comment on the quantum of capital in this consultation, we highlight the
disparity of the quantum of capital required between a RADI and an ADI licence as shown in the figure

below™.

Figure 5. The ‘capital stack’ for Restricted ADIs and new ADIs
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It is a significant quantum for a RADI licensee to achieve the new ADI initial capital requirementsin a
two-year period. A longer RADI licence that supports step change in the quantum of capital required over
the licence term will provide a further guided pathway for new entrants to become ADIs. This could
involve incremental capital targets aligned with business growth and risk profile, culminating in meeting
unrestricted ADI requirements by the end of the licence term. Such a pathway may offer greater clarity

and support for new entrants navigating the transition to full ADI status.

Suggestion 3: Within a longer RADI licence period, APRA considers providing guidance to RADI

entities on a staged approach to capital accumulation.
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Concluding comments

AFIA strongly recommends the retention of the RADI under a revised rule set. Eliminating the RADI will
close off newer types of banking models which are to the benefit of the community. It is important for the
provision of ‘sandpit’ like environments which support entity growth and maturation to prove new
business models and therefore innovate and drive productivity. In this submission, AFIA has made several
recommendations aimed at improving the operation of the RADI such that new entrants have a pathway

to an unrestricted ADI licence.

Thank you for the opportunity to make this submission. Should you wish to discuss our submission or

require additional information, please contact me at _

Yours sincerely
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