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MAS Consultation Paper: Related Party Transaction Requirements for Banks (Jan 2016): 

Comments from Member Banks 
 

1. Para 3: Definition of related corporation group 
 
Bank A 
 
MAS Notice 643 definition of “related corporation group” in relation to a bank in Singapore, 
means its head office, its branches and all related corporation of the bank.  
 
MAS Notice 606 provides that a bank is required to seek MAS approval before writing off any 
loan or advance to any corporation that is deemed to be related to the bank as described in 
Section 6 of the Companies Act.  
 
Section 6 of the Companies Act states that, where a corporation-  
(a) is the holding company of another corporation 
(b) is a subsidiary of another corporation; or 
(c) is a subsidiary of the holding company of another corporation,  
the first-mentioned corporation and that other corporation shall for the purposes of this Act be 
deemed to be related to each other 
 
Section 5 of the Companies Act, states that  
(1)  For the purposes of this Act, a corporation shall, subject to subsection (3), be deemed to 
be a subsidiary of another corporation, if — 

(a) that other corporation: 
 
(i) controls the composition of the board of directors of the first-mentioned corporation; or  
[Act 36 of 2014 wef 01/07/2015] 
(ii) controls more than half of the voting power of the first-mentioned corporation; or 
(iii) [Deleted by Act 36 of 2014 wef 01/07/2015] 

(b) the first-mentioned corporation is a subsidiary of any corporation which is that other 
corporation’s subsidiary. 

 
We would like to clarify that the reference to “related corporation of the bank” in the definition 
of “related corporation group” in the draft MAS Notice 643 refers to the list of related 
companies in section 6 of the Companies Act. 
 

2. Para 3: Definition of senior management 
 
Bank A 
 
The MAS Notice 643 defines senior management as a senior officer of the bank in relation to 
whom conflicts of interest may arise, for example, the chief executive officer, deputy chief 
executive officer, chief financial officer, chief operating officer, chief risk officer, business 
heads and employees with significant credit approval responsibilities, and the senior officer’s 
family members 
 
 
 
 

http://statutes.agc.gov.sg/aol/search/display/view.w3p;page=0;query=DocId%3A%22cc7845d8-ac5f-43df-a9af-21f5be1092a9%22%20Status%3Apublished%20Depth%3A0%20TransactionTime%3A20160222000000;rec=0
http://statutes.agc.gov.sg/aol/search/display/view.w3p;page=0;query=DocId%3A%22cc7845d8-ac5f-43df-a9af-21f5be1092a9%22%20Status%3Apublished%20Depth%3A0%20TransactionTime%3A20160222000000;rec=0
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We would like to clarify the following: 
 

 As per the definition under the Banking Act, “executive officer”, include persons who are 
in the direct employment of, or acting for or by arrangement with, the company.  
 
Does MAS requires a person within the senior management to be an employee of an 
entity  
 
Does MAS requires a person within the senior management group to be of a minimum 
coporate ranking? 
 

We also wish to highlight that various MAS Notices/regulations requires the bank to 
designate “senior management”. For example, MAS Notice 626 where senior management 
approval is required for high risks accounts and the Financial Advisers Regulation 18B 
requires every member of the senior management to be personally satisfied that the new 
product is suitable for client and approved the sale and marketing of the new product to the 
targeted client.  
 
Bank C 
 

We suggest that MAS mirrors the definition of a “senior officer” to “executive officers” as 
defined in the Banking Act, with an additional limb to include “employees with significant credit 
approval responsibilities” 
 

3. Para 7: Excluded Related Party Transactions 
 
Bank B 

We appreciate MAS retaining the exclusion of transactions with subsidiaries from the Notice 
requirements. We would further request confirmation whether, for a bank incorporated 
outside of Singapore, the exclusion would apply to transactions between the branch in 
Singapore and other branches of the bank’s head office, and transactions between the 
branch in Singapore and the Singapore incorporated bank subsidiary of the group. 
 
Bank C 

We would like to suggest that MAS exclude transactions where it relates to the provision of 
intragroup services to the related corporation group.  Some banks may have many activities 
performed in Singapore (“Group activities”) for the benefit of the Bank Group as a 
whole.  Examples of such activities would include financial accounting, products or system 
development and risk management functions that are performed by individuals performing 
global or regional roles.  
 
Such activities are exclusively provided to the Group and it is not intended for similar 
services to be offered to any third party.  We believe that the exclusion of such transaction 
from the scope of the Notice would be in line with Basel core principles for effective banking 
supervision wherein, in relation to the principles on related party transactions, it was stated 
that “…the supervisor require that transactions with related parties are not undertaken on 
more favourable terms (eg in credit assessment, tenor, interest rates, fees, amortisation 
schedules, requirement for collateral) than corresponding transactions with non-related 
counterparties.”  
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4. Para 8(b) 
 
Bank C 

We would like to propose expanding [Footnote 2] which reads “These terms and conditions 

shall include those relating to credit assessment, loan tenure, interest rates, fees, 

amortisation and collateral.” to include reference to bank’s Transfer Pricing Policies as well. 

Where the related party transaction is in adherence to the Transfer Pricing Policies, this 

should be considered as permissible. 

We would like to propose for a specific exclusion of intra-group expense write-offs.  
 

5. Para 8(i) and Para 11: Independent review 
 
Bank A 
 
Para 8(i) requires bank to ensure every exception to and breach or likely breach of the 
policies of the bank (or, in the case of a bank incorporated in Singapore, its overseas  
branches or subsidiaries) on related party transactions is escalated for independent review 
by one or more appropriate senior officer and, if necessary, to the board for timely action.  
Para 11 subject every proposed related party transaction that deviates from these policies 
and procedures to independent review prior to the bank entering into the transaction with the 
related party. 
 
For the purpose of the independent review, we appreciate MAS to provide guidance on what 
are the criteria that the bank should assess for the independent review.  

 
6. Para 10: Authorised person 

 
Bank B 
 
In paragraph 10 of the Notice, for a bank incorporated outside of Singapore, the authorised 
person would not typically have the authority to approve policies established by head office 
should these be relied on in satisfying the requirements under the Notice and as such we 
would request that this requirement be removed in relation to policies established by the 
head office. 
 

7. Para 11: Deviation  
 
Bank A 
 
We would like to seek MAS’ confirmation whether in following the bank’s exceptional 
handling process as per its related party transaction policy would that be sufficient to meet 
the “independent review” requirement. 
 

8. Para 14: Identification of related parties 
 
Bank C 
 
We would like to request that Para 14 be rephrased such that the individual’s declaration are 
in terms of parties that are related to him/her, rather than to be for “(a) all persons whose 
interests may conflict with that of the bank...” which would be too onerous on the individual 
making the declaration. 
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9. Para 15: Annual declaration 
 
Bank A 
 
We note that paragraph 15 of the draft Notice sets out that “A bank in Singapore shall be 
entitled to rely on the annual declarations and such other information as may come to its 
attention to identify its related parties and fulfil its obligations under paragraph 13. For the 
purposes of this paragraph, “director”, “senior management” and “substantial shareholder” 
shall exclude the family members of the respective directors, senior management and 
substantial shareholder. 
 
Comment 

The text in bold should refer to paragraph 14 not 15 of the draft Notice, as the terms 
“director”, “senior management” and “substantial shareholder” are not used in paragraph 15. 
 

10. Para 16(b): Materiality Thresholds to be established by the bank 
 

Bank C 
 
There will be instances where the bank enters into a legal binding arrangement where the 
value of the transaction is not determined upfront (i.e. the payment to the vendor or service 
provider is based on the actual utilisation or consumption). These are non-exposure 
transactions with no contract value at the onset. It would not be feasible to apply materiality 
thresholds for such transactions and we would request for these to be exempted from the 
requirements of Para 16(b). 
 
Additionally, vendor or procurement contracts should be considered on a per-transaction 
basis rather than aggregated basis as there would be practical issues with monitoring these 
materiality thresholds, especially for bigger banks with many departments and business 
units. 

 
11. Para 18: Board or authorised person approval 

 
Bank A 
 
The draft MAS Notice 643 requires board or authorised person approval for new exposures 
and non- exposure related party transactions (which crosses the materiality threshold). 
 
We seek the MAS’ consideration that where the exposure or non-exposure transactions are 
carried out in accordance with the bank’s policies on related party transactions, including on 
an arm’s length basis, it is not necessary for the bank to seek the Board/Authorised Person’s 
approval solely for approval of the transaction quantum.   
 
Else, we appreciate MAS to provide some guidance on what are the criteria the board or 
authorised person should assess, when approving exposure and non-exposure related party 
transactions.  
 

12. Para 18(c): Write off 
 
Bank A 
 
The MAS Notice 606 requires prior approval from the Authority and does not require a 
threshold to be set. The draft MAS Notice 634 requires board or authorised person approval  
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for write off.. Paragraph 18(c) of the draft MAS Notice 634 appears to present a zero $ 
tolerance for write-offs of any exposure of the bank to a related party. 
 
We would like to clarify the following: 

 For the purpose of MAS Notice 643, in line with para 8 (b) and (c), i.e., materiality 
thresholds are set for exposures and non-exposures transactions, can the bank be 
permitted to set a materiality threshold on write off which requires the board or AP 
approval only when the materiality threshold for write-off is exceeded. 
 

 The draft MAS Notice 643 requires prior board or authorized person approval for all write 
off. Does MAS expects bank to obtain prior board or authorized person approval before 
submitting for the MAS approval as required in the MAS Notice 606.  
 

 We appreciate if MAS can provide guidance on what are the criteria that the board or 
authorized person should assess in approving write offs.  
 

13. Para 24(c): Standard terms and conditions 
 
Bank A 
 
The draft notice refers non-exposure to transactions where the bank will not incur any loss as 
a result of a related party failing to meet any of its obligations. 
 
Para 24 (c) (i) provides examples of non-exposure related party transactions: 

(i) transactions that are offered on standard terms and conditions to all customers. 
Examples of such non-exposure related party transactions are deposit-taking services, 
brokerage services, custody services, and the sale of investment products by the banks; 

(ii) transactions for which the bank does not determine any of the terms and conditions 
governing the transaction. An example would be where the bank acts as an intermediary 
to the transaction between two or more parties, such as the customer’s purchase of 
insurance products from an insurer through the bank. 

 
Some banks have a policy from Head Office for related party transactions which includes 
requiring related party transactions to be made on “market” terms and conditions (i.e. at least 
as favorable to the Bank as those prevailing at the time for a comparable transaction with an 
unaffiliated third party). 
 
We would like to clarify whether the following will be sufficient to meet the MAS 643 
requirement of “standard terms and conditions”: 

 bank complying with its own internal policy on related party transaction,  

 We wish to highlight that transactions with between financial institutions and corporates 
are typically subject to negotiation where both parties arrive at an agreeable terms and 
conditions.  As such, we wish to clarify whether related party transactions are deemed to 
have met the “standard terms and conditions” requirement as long as the bank 
negotiates the transaction within a “reasonable” range that the bank has/or is willing to 
enter into with third parties.   
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14. Para 24: Intra-group 
 
Bank A 
 
We would like to clarify if paragraph “(a), (b) and (c)”, should be replaced to “(a), (b) or (c)”. 
  
With reference to MAS responses paragraph 5.3 to 5.6, we would like to clarify the definition 
of intra-group entities. 

 
The MAS Notice 639, Appendix 1 – Exempt Exposure, provides exemptions to certain 
banking transactions or transactions to related party, for example exemptions is provided for 
an exposure to a bank, whether or not licensed in Singapore, except that in the case of an  
exposure of a bank incorporated in Singapore to a subsidiary which is a bank, whether in 
Singapore or elsewhere, the residual maturity of the exposure shall not exceed one year. 
Should the MAS Notice 643 provide similar exemptions for transactions with related parties 
which are banking entities. 

 
15. Para 25(b): Increase in existing exposure 

 
Bank A 

We would like to clarify if the 5%  includes passive breaches such as accrual of interest 
receivable, charges and FX fluctuations. For example, bank’s financial statements will be in 
SGD, loans given are in USD or EUR. Due to foreign exchange fluctuations, this may result 
in an increase of more than 5% increase in the bank’s base currency. We would like to 
propose that passive breaches should be excluded from the 5% computation.  
 
Bank C 

We would like to clarify the treatment where there is a renewal of non-exposure contracts. 
 

16. Implementation Timeline   
 
 Bank A 
 

The proposed timeline of one year may not be sufficient for bank to operationalize the 
requirement as there are many practical challenges in meeting the draft MAS Notice 643. We 
appreciate it if MAS were to extend the implementation timeline.  
 
 

_____________________ 
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Comments on Consultation Paper on Related Party Transaction Requirements for Banks  
 
We thank the MAS for the opportunity to provide comments on the draft revised Notice 643 
(“Draft Notice”) included in the Consultation Paper issued 25 January 2016. 
 
 
1. Definition of related corporation group 

 
Under the revised Draft Notice a “related corporation group” in relation to a bank in 
Singapore, means its head office, its branches and all related corporation of the bank.  
 
MAS Notice 606 provides that a bank is required to seek MAS approval before writing off any 
loan or advance to any corporation that is deemed to be related to the bank as described in 
Section 6 of the Companies Act. Section 6 of the Companies Act provides as follows:  
 
“Where a corporation is: 
(a) the holding company of another corporation 
(b) a subsidiary of another corporation; or 
(c) a subsidiary of the holding company of another corporation,  
the first-mentioned corporation and that other corporation shall for the purposes of this Act be 
deemed to be related to each other.” 
 
Section 5 of the Companies Act, states that “a corporation shall, subject to subsection (3), be 
deemed to be a subsidiary of another corporation, if that 
(a) that other corporation: 

(i) controls the composition of the board of directors of the first-mentioned corporation; or  
(ii) controls more than half of the voting power of the first-mentioned corporation; or 

(b) the first-mentioned corporation is a subsidiary of any corporation which is that other 
corporation’s subsidiary”. 

 
Could the MAS address if the reference to “related corporation group” in the Draft Notice 
should also include the grouping of corporations set out in Section 6 of the Companies Act, 
and if that is not the intent, clarify the reason for the difference. 
 
 

2. Definition of senior management 
 
The Draft Notice defines “senior management” as “a senior officer of [the bank/the branch in 
Singapore] in relation to whom conflicts of interest may arise, for example, the chief executive 
officer, deputy chief executive officer, chief financial officer, chief operating officer, chief risk 
officer, business heads and employees with significant credit approval responsibilities, and 
the senior officer’s family members”.  
 
The Banking Act defines “executive officer” as “any person who is in the direct employment 
of, or acting for or by arrangement with, the company; and is concerned with or takes part in 
the management of the company on a day-to-day basis”.  
 
Could MAS clarify if the “senior management” person: 
(i) has to be an employee of the bank; and  
(ii) has to be of a minimum corporate ranking. 
 
We also wish to highlight that various MAS Notices/regulations require the bank to designate 
“senior management”. For example, MAS Notice 626 where senior management approval is 
required for high risks accounts and the Financial Advisers Regulation 18B requires every 
member of the senior management to be personally satisfied that the new product is suitable 
for client and approved the sale and marketing of the new product to the targeted client.  
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Would the MAS consider aligning the definition of “senior management” across for 
consistency?  
 
 

3. Directors Group 
 
For banks incorporated outside of Singapore, we would like to request MAS to consider 
excluding the head office’s directors and their family members from the scope of MAS Notice 
643. For foreign-incorporated bank, such directors are subject to regulatory requirements 
concerning related party transactions from  their home regulator and have similar 
requirements to mitigate the risk of abuses arising from conflict of interests amongst related 
parties. 
 
 

4. Excluded Related Party Transactions 
 
Under the Draft Notice, “related corporation group” in relation to a bank in Singapore, means 
its head office, its branches, and all the related corporations of the bank.  

MAS had in the response to the December 2013 consultation, paragraph 5.5 expressed its 
decision to retain the exclusion of majority-owned subsidiaries of a bank from its definition of 
“related corporation group” on the basis that the bank would control such majority owned 
subsidiaries and the “risks of abuse are lower”. 

We would like to seek confirmation from the MAS on whether the following would be 
excluded: 

(i) inter-branch transactions, specifically in the case of the bank incorporated outside of 
Singapore, would transactions between the bank branch in Singapore and other 
branches of the bank outside Singapore; and  

(ii) transactions between the bank branch in Singapore and the Singapore incorporated 
bank subsidiary. 

We respectfully submit that the “risks of abuse” are similar and in any event can be managed 

by the bank in Singapore through the authorized person or board of directors (as the case 

may be). 

 

5. Independent review 
 
Paragraph 8(i) of the Draft Notice requires the bank to ensure “every exception to and breach 
or likely breach of the policies of the bank (or, in the case of a bank incorporated in 
Singapore, its overseas branches or subsidiaries) on related party transactions is escalated 
for independent review by one or more appropriate senior officer and, if necessary, to the 
board for timely action”.  
  
Paragraph 11 of the Draft Notice subjects “every proposed related party transaction that 
deviates from these policies and procedures to independent review prior to the bank entering 
into the transaction with the related party”. 
 
With regards to what satisfies the “independent review” criteria under both paragraph 8(i) and 
paragraph 11, we propose to MAS that the person who performs the independent review 
need only be someone who is independent of that transaction, and such person may include 
a senior officer from the controls function such as Finance, Compliance or Risk. In addition, 
we would like to seek the MAS’ guidance on what criteria or conditions should be adopted or 
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considered by such person during its independent review.  We also seek MAS’ guidance on 
its rationale for allowing a transaction subject to such an independent review process to 
deviate from a bank’s related party transactions policies (which have been approved by the 
board or the authorized person).  
 
 

6. Deviation 
 
Paragraph 11 of the Draft Notice requires the bank to report to its board or authorized 
person, on a quarterly basis, every transaction that deviated from its policies on related party 
transactions on a quarterly basis.  
 
We would like to seek MAS’ clarification on whether the materiality thresholds (i.e. 
paragraphs 8(c) and (d)) can be deviated from pursuant to the process set out in paragraph 
11. Or does the paragraph 11 deviation process exclude the ability to deviate from these 
materiality thresholds and that board approval of a special majority of three-fourths or the 
authorized person as set out under paragraph 18 of the Draft Notice is required.   
 
 

7. Annual declaration 
 
We note that paragraph 15 of the Draft Notice sets out that “A bank in Singapore shall be 
entitled to rely on the annual declarations and such other information as may come to its 
attention to identify its related parties and fulfil its obligations under paragraph 13. For the 
purposes of this paragraph, “director”, “senior management” and “substantial shareholder” 
shall exclude the family members of the respective directors, senior management and 
substantial shareholder. 

 

The text in bold should refer to paragraph 14 not 15 of the Draft Notice, as the terms 
“director”, “senior management” and “substantial shareholder” are not used in paragraph 15. 
 

 
8. Board or authorized person approval 

 
The Draft Notice requires board or authorised person approval for new exposures and non- 
exposure related party transactions, which crosses the materiality threshold where the bank 
has set under paragraph 8(c) and (d). 

 
We would like to seek the MAS’ guidance on what criteria should be adopted or considered 
by the board or authorized person, when approving exposure and non-exposure related party 
transactions.  

 
 

9. Approvals  
 
We note that that paragraph 18(a) of the Draft Notice requires the board or authorized 
person’s approval for a transaction that will cause the aggregate exposure to a related party 
group to exceed the materiality threshold.  
 
We would like to clarify whether the board or authorized person may in approving such 
transactions under Para 18(a), also at the same time approve any increase of the materiality 
threshold of aggregate exposures to that related party group, such that, approval from the 
board or authorized person pursuant to paragraph 25(b) would not be necessary. Would the 
MAS consider this, if the board or the authorized person was prepared to accept such risk?  
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10. Write off 
 
The MAS Notice 606 requires prior approval from the Authority prior to writing off any loans 
or advice to among others, any of its directors and any corporation that is deemed to be 
related to the bank as described in Section 6 of the Companies Act and the Notice does not 
require a threshold to be set. The Draft Notice requires board or authorised person approval 
for any write off. to a related party. 
 
Reading MAS Notice 606 and the Draft Notice, we would like MAS’ guidance on whether a 
bank is expected to obtain board or authorized person approval before submitting for the 
write-off for MAS approval.  
 
We appreciate if MAS can provide guidance on what are the criteria should be adopted or 
considered by the board or authorized person for the purpose of approving write-off. 

 
Separately, the Draft Notice paragraphs 8s(b) and (c) provides that related party policies can 
be approved to set materiality thresholds for exposures and non-exposures transactions. 
Would MAS consider allowing  the bank to set a materiality threshold on write off which 
requires the board or authorized approval only when the materiality threshold for write-off is 
exceeded? 

 
 

11. Standard terms and conditions 
 
The Draft Notice refers to non-exposure transaction as transactions where the bank will not 
incur any loss as a result of a related party failing to meet any of its obligations. 
 
Paragraph 24 (c) (i) provides examples of non-exposure related party transactions: 

(i) transactions that are offered on standard terms and conditions to all customers. 
Examples of such non-exposure related party transactions are deposit-taking 
services, brokerage services, custody services, and the sale of investment products 
by the banks ; 

(ii) transactions for which the bank does not determine any of the terms and conditions 
governing the transaction. An example would be where the bank acts as an 
intermediary to the transaction between two or more parties, such as the customer’s 
purchase of insurance products from an insurer through the bank. 
 

Citi has a policy from Head Office for related party transactions which includes requiring 
related party transactions to be made on “market” terms and conditions (i.e. at least as 
favorable to the Bank as those prevailing at the time for a comparable transaction with an 
unaffiliated third party). 
 
We would like to seek MAS clarification if Citi complies with their own internal policy on 
related party transaction  be sufficient to meet the MAS 643 requirement of “standard terms 
and conditions”: 

We wish to highlight that transactions with between financial institutions and corporates are 
typically subject to negotiation where both parties arrive at an agreeable terms and 
conditions.  As such, we wish to seek MAS clarification whether related party transactions 
are deemed to have met the “standard terms and conditions” requirement as long as the 
bank negotiates the transaction within a “reasonable” range that the bank has/or is willing to 
enter into with third parties.   
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We would like to seek MAS clarification if paragraph 24 “(a), (b) and (c)”, should be replaced 
to “(a), (b) or (c)”. 

 
 

12. Transactions with related parties which are banks 
 

With reference to MAS responses paragraphs 5.3 to 5.6, we would like to clarify the definition of 
intra-group entities. 

 
The MAS Notice 639, Appendix 1 – Exempt Exposure, provides exemptions to exposures to 
banks for example exemptions is provided for an exposure to a bank, whether or not licensed in 
Singapore, except that in the case of an exposure of a bank incorporated in Singapore to a 
subsidiary which is a bank, whether in Singapore or elsewhere, the residual maturity of the 
exposure shall not exceed one year. Should the Draft Notice provide similar exemptions for 
transactions with related parties which are banking entities? 

 
 
13. Increase in existing exposure 

 
With regards paragraph 25(b) of the Draft Notice, would MAS consider excluding passive 
breaches such as accrual of interest receivable, charges and foreign exchange fluctuations 
from the 5% threshold. For example, bank’s financial statements will be in Singapore dollars, 
loans given are in US dollars or EUR. Due to foreign exchange fluctuations, this may result in 
an increase of more than 5% increase in the bank’s base currency.  
 

 
14. Implementation Timeline   
 

The proposed timeline of one year may not be sufficient for bank to operationalize the 
requirement as there are many practical challenges in meeting the Draft Notice. We would 
appreciate if MAS to seek industry feedback on the time required to implement the revised 
Notice, once the revised notice is finalize.   
 

_____________________ 
 

 







Standard Chartered Bank’s comments to the Consultation Paper on Related Party 

Transactions (“RPT”) for Banks 

S/N Reference 
 

Requirements SCB Comments 

 
1 

 
Para 3 

 
“senior management”, in relation to a bank 
incorporated outside Singapore, means a 
senior officer of the branch in Singapore, 
in relation to whom conflicts of interest with 
the branch in Singapore may arise, for 
example, the chief executive officer, deputy 
chief executive officer, chief financial officer, 
chief operating officer, chief risk officer, 
business heads and employees with 
significant credit approval responsibilities and 
the senior officer’s family members;   
 

 
For SCB, there are significant activities 
performed in Singapore (“Group activities”) 
that are for the benefit of the SCB Group as a 
whole. These Group activities are performed 
by or overseen by senior officers of the SCB 
Group, including persons who are based in 
Singapore.  
 
We respectfully submit that for a person to fall 
within the “senior management” definition for 
a foreign-incorporated bank, such person 
must be responsible for the day-to-day 
business of the bank in Singapore.  
  

2 Para 7 Paragraph 7 set out the type of related party 

transactions that are excluded from the scope 

of the Notice.  

 

For SCB, there are significant activities 

performed in Singapore (“Group activities”) 

that are for the benefit of the SCB Group as a 

whole.  Examples of such activities would 

include financial accounting, products or 

system development and risk management 

functions that are performed by individuals 

performing global or regional roles.  

Such activities are exclusively provided to the 

SCB Group and it is not intended for similar 

services to be offered to any third party.   

We would like to suggest that the scope of the 

Notice excludes transactions that relate to the 

provision of intragroup services to the related 

corporation group, including intragroup 

expense write-offs.  As there will be no 

corresponding transactions with non-related 

counterparties, we believe that the exclusion 

of such transactions from the scope of the 

Notice will be in line with the Basel core 

principles for effective banking supervision.  In 

relation to the principles on related party 

transactions, it is stated that“…the supervisor 

require that transactions with related parties 

are not undertaken on more favourable terms 

(eg in credit assessment, tenor, interest rates, 

fees, amortisation schedules, requirement for 

collateral) than corresponding transactions 

with non-related counterparties.”   

We are of the view that the exclusion of such 

type of transactions will also be in line with 

paragraph 8(b) of the draft Notice, where it 

was set out that “In the case where there is no 

similar transaction with a non-related party 

made under similar circumstances, the bank 

shall, in good faith, had been prepared to offer 

or apply those same terms and conditions to a 

similar type of transaction had it been made 

with any non-related party.” 

Further, for purposes of ascertaining arm’s 



2 

S/N Reference 
 

Requirements SCB Comments 

length transactions where tax transfer pricing 
applies, such transactions are already 
governed under the Section 34D of the 
Singapore Income Tax Act which is 
administered by Inland Revenue Authority of 
Singapore (IRAS).     
 

3 Para 7(a)(ii) For the purpose of paragraph 6, a related 
party transaction shall not include the 
following transactions – 
(a) where the transaction is between – 
(i) a bank in Singapore or any company in its 
bank group and an employee or director of the 
bank; and 
(ii) the transaction relates to the staff benefits 
granted to the employee or director, as the 
case may be, pursuant to the human 
resource policy of the bank which has been 
approved by the bank’s board or in the case 
of a bank incorporated outside Singapore, the 
authorised person. 
 

The bank would propose that staff benefits 
need not be necessarily covered within the 
human resource policy. Some staff benefits 
would be driven by businesses and be 
covered in respective business policies.  
 
Hence, we suggest an amendment as follows: 
“(ii) the transaction relates to the staff benefits 
granted to the employee or director, as the 
case may be, pursuant to the respective 
policies of the bank, or relevant extract of 
the respective policies, which has been 
approved by the bank’s board or in the case 
of a bank incorporated outside Singapore, the 
authorised person.” 
 

4 Para 8(b) Ensure that every related party transaction 

(whether conducted by the bank in Singapore, 

or in the case of a bank incorporated in 

Singapore, its overseas branch or subsidiary) 

is based on terms and conditions [Footnote 2] 

that are not more favourable than a similar 

transaction with a non-related party under 

similar circumstances.  

 

The bank proposes to expand [Footnote 2] which 

reads “These terms and conditions shall 

include those relating to credit assessment, 

loan tenure, interest rates, fees, amortisation 

and collateral.” to include reference to bank’s 

Transfer Pricing Policies as well. Where the 

related party transaction is in adherence to 

the Transfer Pricing Policies, this should be 

considered as permissible. 

5 Para 8(i) Ensure that every exception to and breach or 
likely breach of the policies of the bank (or, in 
the case of a bank incorporated in Singapore, 
its overseas branches or subsidiaries) on 
related party transactions is escalated for 
independent review by one or more 
appropriate senior officer and, if necessary, to 
the board for timely action. 
 

We would like to clarify the Authority’s 
expectation of the independent review.  In 
addition, with regard to “likely breach”, we 
would like to clarify if the Authority meant 
“near-miss”.   
 
We respectfully submit that it is not necessary 
to impose an independent review on every 
exception to and breach of the policies.  Every 
such incident gets escalated to the board or in 
the case of a bank incorporated outside 
Singapore, the authorised person, and the 
escalation would come with the usual fact-find 
and root cause analysis.  Depending on the 
circumstances of each incident, the approving 
authority could make a judgement call to 
commission a further review.   
 

6 Para 10  
 

A bank in Singapore shall ensure that its 
board or in the case of a bank incorporated 
outside Singapore, the authorised person, 
approves and reviews annually the bank 
policies on related party transactions.  
 

Instead of imposing an annual requirement, 
we would like to suggest that the Authority 
require the RPT policies to be subject to 
periodic review. As the bank would be relying 
on other existing policies (e.g. transfer pricing 
policy), we would like to be able to align the 
frequency of review accordingly.  For 
instance, our transfer pricing policy is on a 
three-yearly review cycle, which is in line with 
the requirements set out in Inland Revenue 
Authority of Singapore (IRAS)’ e-Tax Guide 
re: Transfer Pricing Guideline (Third Edition) 
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S/N Reference 
 

Requirements SCB Comments 

dated 4 January 2016, Section 6.2.2(c).   
 

7 Para 14 A bank in Singapore shall require its directors, 

senior management and substantial 

shareholders to declare once every calendar 

year (referred to in this paragraph as “annual 

declaration”) to its board or in the case of a 

bank incorporated outside Singapore, the 

authorised person, 

(a) all persons whose interests may conflict 

with that of the bank which shall include, at 

the minimum, all persons in their respective 

director groups, senior management groups 

and substantial shareholder groups; and 

(b) the related party group in which the bank 

considers the person in sub-paragraph (a) to 

belong to. 

We would like to request that SCBSL, as a 

fully foreign owned locally incorporated 

subsidiary, be exempt from obtaining the 

declaration from its substantial shareholders.   

 

 

8 Para 16(a) Set separate materiality thresholds for 
exposures, on an aggregate basis, for each 
related party group of the bank. In computing 
the aggregate exposures for each related 
party group, the bank shall comply with the 
basis set out in Appendix 3 of MAS Notice 
639. 
 

Instead of setting materiality thresholds on an 

aggregate basis for each related party group, 

we would like to suggest that banks be 

accorded flexibility to set materiality 

thresholds at a more granular level, such as 

per product class basis, or per counterparty 

type.   

We would like to respectfully submit that it is 
not practical or prudent to set an aggregate 
materiality threshold on each related party 
group. Within each related party group, there 
could be individuals and/or businesses of 
varying sizes. Imposing threshold at a more 
granular level, taking into account the product 
classes and/or nature or size of the 
counterparties, would allow the bank to better 
calibrate thresholds that are commensurate 
with the risks associated with that type of 
product or counterparty.  
 

9 Para 16(b) Set separate materiality thresholds for each 

type of non-exposure transactions with a 

related party. 

 

There will be instances where the bank enters 

into a legal binding arrangement where the 

value of the transaction is not determined 

upfront (i.e. the payment to the vendor or 

service provider is based on the actual 

utilisation or consumption). These are non-

exposure transactions with no contract value 

at the onset. It would not be feasible to apply 

materiality thresholds for such transactions 

and we would request for these to be 

exempted from the requirements of paragraph 

16(b). 

Additionally, vendor or procurement contracts 

should be considered on a per-transaction 

basis rather than aggregated basis as there 

would be practical issues with monitoring 

these materiality thresholds, especially for 

bigger banks with many departments and 

business units. 
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S/N Reference 
 

Requirements SCB Comments 

10 Para 17(a) Set nominal thresholds, and separate 
thresholds may be set for each type of related 
party transaction. 
 

We would like to request flexibility to set out 
granular thresholds by different segments. 

11 Para 19 Where a bank in Singapore seeks the 
approval required under paragraph 18(a), the 
bank shall require the board or in the case of 
a bank incorporated outside Singapore, the 
board or the authorised person, to consider, 
when assessing whether to approve the 
transaction, all existing related party 
transactions with the same related party 
group. 
 

Consistent with Para 26, we would like to 
propose that RPT transactions entered into 
before the implementation of the Notice and 
prior to the person becoming a related party, 
be expressly excluded from the scope of the 
Notice. 
 
Any transaction enter into (including any 
renewal of existing contracts) from the 
effective date of the Notice will be subject to 
the RPT requirements.  
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Prudential Policy Department 
Monetary Authority of Singapore 
10 Shenton Way, MAS Building 
Singapore 079117  
 
 
Via electronic submission via policy@mas.gov.sg  
 
Consultation Paper on Related Party Transaction Requirements for Banks 
 
 
Dear Sir or Madam: 
 
 
State Street Corporation (“State Street”) appreciates the opportunity to comment on the 
consultation paper issued by the Monetary Authority of Singapore (“MAS”) on Related 
Party Transactions Requirements for Banks (the “Paper”). 
 
Headquartered in Boston, Massachusetts, State Street specializes in providing institutional 
investors with investment servicing, investment management and investment research and 
trading. With $27.37 trillion in assets under custody and administration and $2.2 trillion in 
assets under management, State Street operates in 29 countries and in more than 100 
geographic markets.1  Since our entry into the Asia-Pacific region over 30 years ago, today 
we have nearly 4,000 employees in eleven jurisdictions in Australia, Brunei, China, Hong 
Kong, India, Japan, Malaysia, Singapore, South Korea, Thailand and Taiwan, servicing our 
clients throughout the region. Hong Kong serves as our regional headquarters in Asia-Pacific. 
 
State Street’s wholly-owned bank subsidiary, State Street Bank and Trust Company, has a 
branch in Singapore [“SSBT(SG)”] that provides fee based custodial services, including 
administrative and reporting services, investment manager middle office outsourcing and 
global markets services, such as foreign exchange trading, transition management and 
securities finance.  SSBT(SG) provides no retail banking services and does not make loans 
and advances. 
 

 

                                                     

1 As of September 30, 2015. 
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Please find below State Street’s comments in response to specific sections raised in the Paper. 

Reference Comments  

Paragraph 3 of the 
revised MAS Notice 
643 – Definition of 
“Transaction" (pg. 
10) 

We propose that contracts for services with related party groups 
which are governed by MAS’ prudential requirements on outsourcing 
be excluded from ALL requirements under MAS. The prudential risks 
associated with outsourced arrangements are already administered by 
the Guidelines on Outsourcing and MAS Notice 634. 
 

Paragraph 3 of the 
revised MAS Notice 
643 – Definition of 
“Authorized 
Person” (pg. 8) and 
Paragraph 20 (pg. 
16) 
 

We seek clarification if in the case of a bank that is not incorporated 
in Singapore, whether the approval process can be delegated to other 
individuals or committees by the authorized persons of the foreign 
bank.   

Paragraph 4 of the 
revised MAS Notice 
643 and Fifth 
Schedule of the 
Banking Act (pg. 
10) 
 

With respect to the meaning of ‘exposure’ in MAS Notice 643, we 
propose that the exposures exempted under Appendix 1 of MAS 639 
be similarly exempt for MAS Notice 643.  Intra-bank transactions, 
which are already subject to central risk position consolidation and 
management by our Head Office, should be exempt from ALL 
requirements of MAS Notice 643. At the same time, related 
corporation group (“RCG”) should include only bank affiliate 
transactions and exclude intra-bank transactions. The United States 
has a similar Bank Regulation W which requires monitoring of banks’ 
transactions with their affiliates. Regulation W implements Sections 
23A and 23B of the Federal Reserve Act and is designed to prevent a 
U.S. bank from serving as a “deep pocket” for its parent holding 
company or non-bank affiliates. Affiliates are defined under 
Regulation W, as any member of the parent holding company which 
is not a bank subsidiary or branch. 
 

Paragraph 8e of the 
revised MAS Notice 
643 (pg. 12) 

We seek guidance on the amount and types of transactions that can be 
considered as nominal. 

Paragraph 5 – 
Implementation 
timeline (pg. 7) 

Given the large impact of the proposed MAS Notice 643 on existing 
controls, policies and procedures of banks in Singapore, we propose 
that the implementation be at least 24 months from the date of 
issuance. 
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