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14 February is normally associated with love, happiness and romance as we celebrate 
Valentine’s Day. This year, Australian’s gave away a key and it wasn’t the key to their 
hearts….but the key to their bank accounts!

What if I told you the Australian Government sneakily passed a law (with only 7 of 76 
Senators present) on 14 February 2018, that granted the Australian Prudential 
Regulatory Authority (APRA) the power to steal/seize/confiscate your bank deposits, if
either the banks or financial system were to collapse! 
Yes you read that correctly, your hard earned savings, superannuation and 
even other financial ‘instruments’ may be confiscated by APRA in the event of
a collapse.

Random fact: coincidentally also on 14 February, in 1966 Australia introduced 
decimal notes and coins, marking the end of its British-style currency system based 
on pounds, shillings and pence.

Financial love must be in the air on this special day, 14 February!

“The Australian Prudential Regulation Authority (APRA) oversees banks, credit unions,
building societies, general insurance and reinsurance companies, life insurance, 
private health insurance, friendly societies and most members of the superannuation 
industry. APRA is funded largely by the industries that it supervises.”
Let’s ask ourselves, when they’re largely funded by the industries they supervise, 
whose interests are they going to look out for? 

What is this new legislation that was passed?
While most of us were celebrating Valentine’s Day, the Senate passed the: Financial 
Sector Legislation Amendment (Crisis Resolution Powers and Other Measures) Bill 
2017. It officially received royal ascent and became law on 5 March 2018.
In August 2017, Treasurer Scott Morrison said  ;   this new law, will provide APRA 
“powerful, flexible and timely tools to resolve financial institutions in distress’’. 

According to the Australian Parliament, this new Act: 
“Amends the Banking Act 1959, Insurance Act 1973, Life Insurance Act 1995 and five 
other Acts to give the Australian Prudential Regulation Authority additional powers for 
crisis resolution and resolution planning in relation to regulated entities, including in 
relation to: statutory and judicial management; directions powers; transfer powers; 
conversion and write-off of capital instruments; stay provisions; foreign 
branches; the Financial Claims Scheme; and wind-up and other matters”  

All mumbo jumbo aside, this grants crisis resolution powers to APRA in the event of a 
bank collapsing or financial meltdown. With the wording used, it essentially means it 
acts as a “bail-in”, using your deposits to save the system, as opposed to the more 
commonly known, “bail-out”, where the Government borrows money from itself to 
fund the crisis. This ‘bail-in’ approach to rescue the bank, forces creditors and 
depositors to take a loss on their holdings – the opposite of a bail out.
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Let me show you where it relates to your hard earned savings.
    

This relates to the conversion of any banking instruments for APRA to use within their 
power. The RBA has loosely defined Tier 1 capital as funding sources from which a 
bank operates. 
Where do banks get their funding? Your deposits!
Another alarming issue is (b) ‘any other instrument’. What does this mean? They don’t
clearly define any other instrument, so who knows what other financial assets they 
may also have the power to take! 
The word instrument, is intended to be wide enough to capture any security (bond) or
debt instrument, with deposits not being explicitly excluded. 

If you’re having trouble sleeping at the thought of APRA taking your deposits, the 
whole 306 page act can be read here.

Dr Wilson Sy, a former researcher for APRA, has openly warned of the dangers of the 
wording used in the Act, with its paramount priority to protect the integrity of the 
financial system, leaving bank depositors exposed. In a letter he submitted to Senator
Jane Hume (Chair) of the Economics Legislation Committee late last year, he 
emphasised how the new Act changed the wording of the Banking Act 1959, to 
remove the critical word AND, and replace with OR:

*ADI = Authorised Deposit-Taking Institution (eg; Bank) 
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Stop and think about this for a minute! Not only do APRA now have the power to 
act in ‘secrecy’, but they can also make a choice at their determination as to which 
option they see best fit; protect depositors, or promote financial stability!! 

So now they have the choice; which is it? Protect the depositors OR promote financial 
stability of the system? 

As it turns out, APRA were initially created by the Reserve Bank of Australia (RBA), so 
in a tricky situation such as the one mentioned above, they will follow the marching 
orders of their parent.
 
So what does the RBA have to say about all of this? 

As Dr Sy highlights in his letter, the RBA has a mandate for the financial stability of 
Australia. The specifics of the RBA's mandate rest on the provisions in section 10 of 
the Reserve Bank Act 1959, whose first and foremost priority is... “the stability of the 
currency of Australia”.

In order to preserve the currency, the system needs to stay afloat and the banks in 
operation. He also highlighted the number one priority of APRA is to protect the 
stability of the system and not the interests of depositors. 

Interestingly, in this Memorandum of Understanding between the RBA and APRA, it 
clearly states:
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Not convinced? Here’s more proof of how APRA changed the definition and wording of 
‘Prudential Matters’ in:  8 Subsection 5(1) (definition of prudential matters)

This critical piece of clever legal wording, changes absolutely everything!

Note the word OF; ‘to protect the interests of depositors of any ADI’. Not to protect 
depositors, but to protect our interests! 
What does this mean to protect the interests of depositors? Well, as mentioned above,
the number one priority of the RBA and APRA, is to ensure the financial stability of the
system. As they see it, it is in their and our best interests, to prevent a bank from 
failing or system collapsing. So, because it is in our best interests to promote financial
stability, they have the power to use our deposits and other ‘instruments’ to prevent 
the system collapsing in the first place, should a bank fail.

If APRA genuinely wanted to protect our deposits, why did they include the word ‘OF’?
It would clearly say ‘to protect depositors’, not our interests and the interests of profit 
seeking banks. 
In an act of self preservation, remember where APRA receives their funding from! 

Interestingly, the Citizens Electoral Council tried to push through an amendment to 
change the wording so it clearly states ‘to protect deposits’...needless to say, it didn't 
go through! 

Aren’t my bank deposits Government guaranteed up to $250,000? 
Technically not!
There’s a common misconception among Australian's that our bank accounts and 
deposits are Government guaranteed up to the amount of $250,000. In 2008, 
Australian Parliament established the Financial Claims Scheme (FCS) to protect 
deposits, however according to their website: 
“The FCS can only come into effect if it is activated by the Australian Government 
when an institution fails. Once activated, the FCS will be administered by the 
Australian Prudential Regulation Authority (APRA).”

The scheme, only exists IF it’s activated by the Government when an institution fails. 

This is where it can get a little complicated and tricky. So, the FCS is only activated IF
an institution fails, yet as we saw above, it is in the best interests of both APRA and 
the RBA, to promote financial stability of the system. 

Be My Valentine: APRA receives the key to your bank’s heart by Anthony Ross – 8 March 2018
5 www.feedmymind.com.au

http://www.feedmymind.com.au/
http://www.cecaust.com.au/
https://www.fcs.gov.au/about-apra
http://parlinfo.aph.gov.au/parlInfo/download/legislation/bills/r5989_aspassed/toc_pdf/17231b01.pdf;fileType=application%2Fpdf


If this is their primary task, how would they promote financial stability IF a bank were 
to fail? APRA would enact on their newly given powers, and enforce the ‘bail in’ laws, 
using your deposits to prevent the bank from failing. So technically, they would enact 
the ‘bail in’ laws, before the bank fails to ensure stability, thereby making the FCS 
useless. Talk about giving us a false sense of security!

How did they get this law passed with 7 of 76 members in the Senate? Legal 
Loophole!
According to The Senate (Quorum) Act
1991 ; the quorum required is one
quarter of the whole number of
Senators (currently 19 out of a total of
76).
By law, a minimum of 19 senators
are required to be sitting in
Parliament, but apparently there’s a 
technical loophole (there’s always a
loophole right!) which they exploited,
giving them the power to pass the law
with only 7 of 76 senators present.
(I’ve searched everywhere for this
loophole and am unable to find
it...anyone?)

Image:The CEC Report (23/11/18) - Corbyn vs the City of London / Bail-in will steal deposits

Ponder on the image above for a second and ask yourself: how is it that a law 
can be passed in Australia with only 7 of 76 of our political representatives present?? 
Not to mention being passed through on a loophole technicality.
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We’re too busy being distracted by the latest antics of Barnaby Joyce or Married At 
First Sight, to care what actually happens in this country, not to mention the failure of 
a single mainstream news outlet to give this any coverage!

Craig Isherwood‚ National Secretary of the Citizens Electoral Council of Australia (who 
have been champions in bringing attention to this issue) eloquently summed this up: 
“The passage of this bill was a live demonstration of the incredible power that banking
interests wield over Australian politics.”

Craig also goes on to explain:
“The biggest scandal about the bill’s rushed passage, is the dirty trick the government
pulled at the last moment to ensure it couldn’t be amended to explicitly protect 
deposits. After having it explained to them, Pauline Hanson’s One Nation party 
proposed an amendment to the bill to clarify that it wouldn’t include deposits, which 
was the government’s claim after all. In a meeting with the government on the 
morning of the Senate debate, One Nation notified government and Treasury 
representatives that they intended to move the amendment. The government 
offered to have their legal experts look at the wording of the amendment. 
However, it was while One Nation was waiting to hear back from the government’s 
legal experts that the bill was rushed through without their knowledge. Not only 
did One Nation not get to move their amendment, no One Nation senator was yet 
present in the chamber!”

Not only did One Nation’s, Pauline Hanson, place an amendment to Parliament to 
change the wording to explicitly exclude depositors, she also asked APRA Chairman, 
Wayne Byres, several times to confirm whether APRA could indeed confiscate our bank
deposits.
In a true game of political dance, Mr Byres gracefully moves around the question 
without giving a solid answer. He also claims to not remember the specific act in 
question. Even if he does answer, it wouldn't stand as law, as verbal assurances 
cannot overrule what’s written in the legal Act.

Perhaps the most interesting observation from the answers given, was the body 
language displayed by Mr Byres as he continually refrained from giving eye 
contact, and looking down while answering. 
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Image above: APRA Chairman, Wayne Byres, dances around answering the question 
in relation to the risk of bank deposits being confiscated. Body language speaks 
volumes. (watch the dance here at 5.55 – 9.37 & 13.15 – 15.51) 

Perhaps the most concerning matter needing consideration, might not be the fact the 
law was passed. Sometimes we have to accept a decision once made, however, as a 
citizen, it horrifies me to think a law can be passed without proper due diligence in the
Senate with only 7 of 76 parliamentarians present.

       “something is rotten in the state of Denmark Australia”
                 Hamlet, William Shakespeare

The Royal Irony! Prime Minister Calls for Royal Commission into Banking 
Ethics
At a time when trust and ethics in Australian banks are at an all time low, late in 
2017, Australian Prime Minister, Malcolm Turnbull, announced a Royal Commission 
enquiry into the banking sector to restore public faith in the financial system. 

Mr Turnbull said; “The only way we can give all Australians a greater degree of 
assurance is a royal commission into misconduct into the financial services industry. It
would investigate how financial institutions had dealt with cases of misconduct in the 
past, and whether those examples expose issues in terms of the cultural and 
governance issues in terms of the regulation and supervision of the industry”.

Ironically and ‘Jokingly’ I write… Prime Minister Malcolm Turnbull and Treasurer 
Scott Morrison:
“Let’s open a Royal Commission into the ethics of the banking system to restore 
public faith, and then sneakily pass a law without anyone knowing to give APRA more 
powers to confiscate deposits and preserve banking interests”. 
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In Australia, we have unethical banking practices, misconduct from the financial 
services industry and not to mention misaligned CEO metrics, focusing on shareholder
value and profitability above all else. 

The irony with all of this is nothing short of laughable, as the Government continues 
their love affair with the banking system. As the Royal Commission investigates 
banking ethics, who do we have to question and investigate the ethics of the 
Government?  
With the way this new Act has been worded and the questionable circumstances in 
which they had to pass (7 of 76 Senators present) on a loophole technicality, one can 
only step back and laugh at the matter!
It appears we have a conflict of interest!

Why is this such a concern?

1. No entity, government or corporation should have the legal power or right, to 
confiscate your bank deposits in the event of a banking or financial collapse. 
This is especially true for banks and financial institutions, given they operate on
a ‘for profit’ basis.

2. Not a single mainstream media outlet in Australia mentioned this passage of 
law, which is rather concerning given its significance and the way it was passed 
through the Senate with only 7 or 76 senators present and on a technical 
loophole.

3. The Act was passed without the Government officially responding to the 
amendment to the change wording to clearly protect deposits.

4. The broad and aloof language used in the legislation, exposes Australian 
depositors to being at risk of losing their money.

5. There’s currently an enquiry into banking ethics, yet the manner in which this 
legislation was passed appears far from ‘ethical’ and the irony, is an alarming 
matter.

According to the latest ‘Monthly Banking Statistics’ published by APRA in January 
2018, there are over $2 trillion in total deposits on Australian books of individual 
banks. In comparison, The Australian Bureau of Statistics’ latest data indicates our 
annual GDP to be around $1.6 trillion. If the system or banks were to collapse, where 
would the Government get the money to secure our deposits? 

Remember the scene from the movie Jerry McGuire?
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In this In this Memorandum of Understanding between the RBA and APRA, an 
interesting observation can be made from the following section:

Hmmmm, very interesting! So if the RBA won’t use its own balance sheet to help a 
failing bank or support a collapsing system, where will they get extra money to 
maintain liquidity? 

Two options, your deposits, or create (borrow) money out of thin air!

Possible Solutions to protect Australians
With all of this being said, what can be done to ensure we, and our deposits, are 
protected if something were to happen?

1. Introduce 'Glass-Steagall' legislation.
Initially introduced in 1933 by US Congress, the Glass-Steagall Act prohibits 
commercial banks from participating in investment and speculative banking. 
Investopedia writes: "The Glass-Steagall Act's primary objectives were twofold:
to stop the unprecedented run on banks and restore public confidence in 
the U.S. banking system; and to sever the linkages between commercial and 
investment banking that were believed to have been responsible for the 1929 
market crash".

This essentially means, separating all core banking activities (deposits, loans, 
superannuation) from any speculative trading (derivatives, foreign exchange, 
interest rate swaps) to ensure our money is protected. 

Ironically, US President, Bill Clinton, repealed the Glass-Steagall Act in 1999, 
essentially making it void.

On a more interesting note: During the 2007/8 subprime mortgage crisis, 
pure investment banks, Morgan Stanley and Goldman Sachs, changed their 
bank status to become Bank Holding Companies, making them eligible for 
government ‘bail out’ money. Hmm..dodgy!
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       Image: http://www.cecaust.com.au/policy/glass-steagall/index.html

2. Change the wording of the current legislation:
Remove any ambiguity from the current wording, so it explicitly and clearly 
states that deposits are safe. Not ‘in the interests of depositors’, or a choice 
between ‘the stability of the system’ OR ‘protect depositors’. Guarantee with 
clear and concise wording, our deposits are safe! 

In writing this article, I anticipate the naysayers will appear and voice their ‘opinion’ 
on the matter, as have various family and friends who I’ve openly mentioned this to. 
Their instant reaction will be something along the lines of; ‘the banks will never fail, 
this will never happen, don’t be silly, the government will never do this to our money 
as it’s guaranteed’. 

As I foresee some of these responses, I cannot help but be reminded of a scene from 
the satirical comedy with Detective Frank Drebin (Leslie Nielsen), ‘The Naked Gun: 
From The Files Of Police Squad’. 
In this scene (watch here), Frank Drebin accidentally sets alight a fireworks store, 
where all onlookers are in awe of the spectacular sight before their eyes. Frank swiftly
moves to the front, assuring the crowd that ‘there’s nothing to see here’. 

I can’t help but laugh at this scene and be reminded of its close link with the situation 
Australian’s find themselves in right now with the passage of this APRA ‘bail in’ law.
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Think a government wouldn’t do such a thing? If they have the power, they will use it!

Let’s take a quick trip down memory lane.

 USA citizens gold confiscation (1933): After the great collapse of the share 
market in 1929, America and most of the world went into economic chaos, 
spawning  ‘The Great Depression’. In the midst of the depression, President 
Franklin D. Roosevelt implemented Executive Order 6102 on 5 April 1933, 
"forbidding the Hoarding of gold coin, gold bullion, and gold certificates within 
the continental United States". This essentially made it illegal for any citizen to 
posses gold, with the Government buying (stealing) gold from citizens under 
the guise of needing additional supplies to top up reserves of the then gold 
backed US Dollar. Citizens were paid $20.67 per troy ounce (p/toz) for their 
gold, yet when the government had all gold, they then fixed the price at $35 
p/toz, pegging it to the dollar and shortchanging citizens in the process. Non 
compliance was punishable with a fine up to $10,000 (equivalent to 
$US189,049 today) or up to ten years in prison, or both. 
Regardless...it actually happened!

 Greece closes banks fearing deposit withdrawals will collapse financial 
system (2015): Government bankruptcy and leaving the Eurozone were too 
much for citizens to handle. Banks around the country closed for weeks, with 
daily limits (60 euros) being imposed on ATM withdrawals and the local stock 
and bond market closing.
Regardless...it actually happened!

Be My Valentine: APRA receives the key to your bank’s heart by Anthony Ross – 8 March 2018
12 www.feedmymind.com.au

http://www.feedmymind.com.au/
http://money.cnn.com/2015/06/28/news/economy/greece-banks-ecb/index.html
https://en.wikipedia.org/wiki/Executive_Order_6102
http://www.history.com/topics/great-depression


 Cyprus – 47.5% of citizens deposits (savings) used to ‘bail-in’  financial
system (2013): Cyprus’ financial system was on the brink of collapse and 
bankruptcy. Depositors who held their cash with ‘Bank Of Cyprus’ (and smaller 
lender Laiki) with $100,000 Euro or more (mainly pension funds, private savers 
& overseas investors) had 47.5% of their money taken, in exchange for 
shares in the bank. Money restrictions were also imposed on citizens on the 
amount of money they could withdraw from the banks. The reason given by the
government for this? ‘To stabilise both the bank and the economy’ and for the 
‘bail-in’, to have depositors, and not taxpayers, finance the bailout. 
Regardless...it actually happened!

Image Source  :   A rather humorous take on the situation in Cyprus, where 
47.5% of depositors money were taken to prevent Bank of Cyprus from failing.

 New Zealand has passed a similar law, granting powers to the Reserve Bank: 
‘a portion of depositors’ and other unsecured creditors’ funds will be frozen to 
bear any remaining losses’ (taken verbatim from Reserve Bank NZ 
website). 
Interestingly, most of New Zealand's major banks are owned by the Australian 
Big 4 banks.
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As I conclude this article hoping to have shed some light on this issue, I’ll leave you 
with these questions to ponder:

 Why would APRA pass this law?
 Why would APRA and the government refuse to amend the wording of the 

legislation to make it crystal clear that depositors money was exempt from 
being confiscated?

 Why was it that not a single mainstream media outlet (or many politicians) 
covered this?

 How is it that in a democratic country like Australia with over 24 million citizens,
a law can pass through the Senate with only 7 of 76 (of our representative) 
Senators present?

 Look at the way it was passed. 7 of 76 senators present, and passed through on
a technical loophole...sound dodgy? 

 Why and how was the law passed through so quickly, quietly, and without 
responding to One Nation Party’s amendment to clarify the wording to exclude 
deposits?

 Why have APRA refused to confirm or deny that in the event of a collapse, they 
have the power to confiscate depositors money?

 Why isn’t the scope of the Royal Commission’s enquiry into the ethical 
behaviour of the banks, also extended to APRA’s new powers?
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Finally and perhaps more 
alarmingly, if they rushed 
this legislation through so 

quickly to give APRA 
power, what do they 
foresee coming in the 

future?
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