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1 Preface 

1.1 MAS’ requirements on banks’ transactions with related parties (“RPTs”) are 

currently set out in MAS Notice 643 (“the Notice”) and the Banking Act (“BA”). The 

requirements are designed to ensure that banks exercise appropriate oversight and 

control over their RPTs. These are to mitigate the risk of abuses arising from conflicts of 

interest, and for alignment with international best practices, including the updated Core 

Principles for Effective Banking Supervision issued by the Basel Committee on Banking 

Supervision (“BCPs”). 

1.2  In December 2013, MAS issued a consultation paper on proposed changes to 

the RPT requirements, to address industry feedback received on the requirements, and 

to ensure sufficient oversight and controls over RPTs. MAS has revised the Notice1 to 

take into account the industry’s feedback2 on the requirements, and the key changes to 

the requirements in the Notice are –  

 Arm's length dealing - This can be implemented by putting in place the (a)

appropriate RPT policies and procedures, subject to stipulated 

safeguards (e.g. periodic audit checks); 

 Scope of Notice - Transactions below a nominal threshold with all (b)

related parties and transactions with subsidiaries can be excluded from 

the Notice requirements. In addition, the definitions of "director group", 

"senior management group" and "substantial shareholder group" will 

not be expanded, as previously consulted upon;  

 Prior board approval for material RPTs - Certain transactions which are (c)

not caught as exposures under the BA (“non-exposure transactions”) 

that are deemed less likely to be the subject of a conflict of interest (as 

they are rendered on standard terms and conditions, or because the 

bank does not determine the terms and conditions of the transaction) 

may be exempted from this requirement. The specific proposals are set 

out below. The board can also delegate the approval of material RPTs to 

board committees which must comprise a majority of independent 

directors; and 

 Operations in overseas branches or subsidiaries – The requirements in (d)

the Notice will be extended to include transactions that are booked in 

                                                             

 

1 MAS Notice 643 was last amended and re-issued on 30 June 2014. 
2
 MAS’ responses to comments of wider interest can be found on the MAS website. 
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the overseas branches or subsidiaries of the bank incorporated in 

Singapore, where they are entered into with the related parties of the 

bank in Singapore.  

1.3 The draft revised Notice is set out in Annex I. MAS invites interested parties to 

submit their views and comments on the proposals made in this consultation paper, the 

draft revised Notice, and MAS Notice 639A (set out in Annex II). All comments should be 

submitted to MAS by 22 February 2016. 

Please note that all feedback received will be published and attributed to the 

respective respondents unless they expressly request MAS not to do so.  As such, if 

you would like (i) your whole submission or part of it, or (ii) your identity, or both, to 

be kept confidential, please expressly state so in your submission to MAS.  In addition, 

MAS reserves the right not to publish any submission received where MAS considers it 

not in the public interest to do so, such as where the submission appears to be 

libellous or offensive. 

1.4 Electronic submission is encouraged via policy@mas.gov.sg. For non-electronic 

submissions, you may submit your comments to the following address –  

Prudential Policy Department 
Monetary Authority of Singapore 
10 Shenton Way, MAS Building 
Singapore 079117 
Fax: (65) 6220 3973 

  

mailto:policy@mas.gov.sg
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2 Non-exposure transactions 

2.1 Material RPTs are to be subject to prior approval by a special majority of three-

fourths of the board, or in the case of a bank incorporated outside Singapore, any 

person authorised to carry on the role of approving and reviewing RPT policies (“prior 

board approval requirement”). Material RPTs include those that exceed a specified 

materiality threshold and the write-off of exposures3 to any related party of the bank. 

The prior board approval requirement is to ensure sufficient board oversight over a 

bank's RPTs.  

2.2  The prior board approval requirement complements and facilitates the banks’ 

compliance with the core RPT requirement of arm’s length dealing.  As such, MAS is 

prepared to allow some flexibility in implementing the prior board approval 

requirement, whilst maintaining the core requirement that banks must carry out its 

transactions with related parties at arm’s length. In this regard, MAS proposes to 

exempt the following RPTs that are not caught as exposures under the BA (“non-

exposure RPTs”) from the prior board approval requirement4: 

 non-exposure RPTs that are offered on standard terms and conditions to (a)

all customers (e.g. deposit-taking services, brokerage services, custody 

services, and sale of investment products) 

 non- exposure RPTs for which the bank does not determine the terms (b)

and condition (e.g. where the bank acts as an intermediary to a 

transaction between two or more parties) 

2.3 This proposal is recognition of the fact that there may be practical difficulties in 

tracking non-exposure RPTs. Exempting standard transactions and other transactions for 

which the bank does not determine the terms and conditions from the prior board 

approval requirement (as they would generally be on an arm’s length basis) would ease 

some of the compliance burden on the banks.   

2.4 In this regard, MAS had considered whether it would be appropriate to expand 

the scope of the exemption to non-exposure material RPTs conducted in the ordinary 

course of business (such as procurement contracts and lease agreements). MAS is of the 

view that such transactions are typically high value contracts for which the potential for 

abuse (and the consequential harm caused to the bank) may be quite high. Therefore, 

                                                             

 

3 “Exposure” is defined in the Fifth Schedule of the BA. 
4
 This is set out in paragraph 24(c) of the Notice. 
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these transactions should be escalated for prior board approval to ensure that there is 

adequate monitoring by the board and management oversight to minimise any potential 

for abuse.   

3 Impact on MAS Notice 639A 

3.1 Banks currently submit quarterly statements on their credit facilities and other 

exposures to persons listed in section 27(a) of the BA, to their board or head office of 

the bank, as the case may be, and MAS, in the format set out in Appendix I to MAS 

Notice 639A.  

3.2 MAS had previously proposed enhancing the report to include the facility type, 

collateral type and collateral amount of any credit facilities and other exposures granted 

to the director groups of banks incorporated in Singapore.  The proposed enhancements 

were put on hold as MAS had subsequently sought views on amending the definition of 

"related parties", for more comprehensive capture of relationships that are susceptible 

to abuse, and to rationalise the requirements in the BA and the Notice. As MAS will not 

be amending the definition of "related parties" under MAS Notice 643, MAS Notice 639A 

will remain largely unchanged.  

3.3 Annex II therefore sets out the remaining proposed changes to Appendices I 

and II of MAS Notice 639A, for comments. In particular, Table II has been added to 

Appendix I, and the explanatory notes in Appendix II have been updated. 

4 Scope of Notice – Operations in overseas branches or subsidiaries 

4.1 In view of the narrower scope of the revised RPT requirements and to facilitate 

group oversight, MAS is extending the RPT requirements to the transactions booked in 

the overseas branches or subsidiaries. The Notice has thus been revised for the 

requirements to apply to transactions booked in the overseas branches and subsidiaries 

of the bank incorporated in Singapore, where they are entered into with the related 

parties of the bank in Singapore. 
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5 Implementation Timeline 

5.1 MAS recognises that banks will need time to prepare internal policies and 

processes for compliance with the requirements. MAS therefore proposes that the 

banks start complying with the requirements in the amended Notice one year from the 

date on which the amended Notice is issued. 

 

 

MONETARY AUTHORITY OF SINGAPORE 

25 January 2016 
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Annex I 

 

MAS NOTICE 643 

[XX 2016] 

NOTICE TO BANKS 

BANKING ACT, CAP 19 

TRANSACTIONS WITH RELATED PARTIES 

________________________________________________________________________ 

Introduction 

1 This Notice is issued pursuant to section 55(1) of the Banking Act (Cap.19) (“the Act”) 
and applies to all banks in Singapore.  

 
2 It sets out the Authority’s requirements relating to transactions of banks in 

Singapore with related parties, which seek to minimise the risk of abuses arising 
from conflicts of interest.  

 

Definitions 

3 For the purpose of this Notice — 
 

 “Accounting Standards” has the same meaning as in section 4(1) of the 
Companies Act (Cap. 50); 

 “authorised person”, in relation to a bank incorporated outside Singapore, 
means such person as may be authorised by the board of the bank;  

 “bank group” means a bank in Singapore, its subsidiaries and any other company 
treated as part of the bank’s group of companies according to Accounting 
Standards and in the case of a bank incorporated outside Singapore, only where 
such subsidiary or company is reflected as an investment in the books of the 
bank in Singapore in relation to its operations in Singapore; 

“board”, in relation to a bank in Singapore, means the board of directors of the 
bank; 
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“person” means any individual, corporation, association, trustee of a trust in 
relation to the operations of the trust, or body of persons, whether corporate or 
unincorporated, sole proprietorship, partnership or limited liability partnership 
as defined under the Limited Liability Partnerships Act (Cap. 163A); 

“related corporation group”, in relation to a bank in Singapore, means its head 
office, its branches, and all the related corporations of the bank.  

“related party”, in relation to a bank in Singapore, means — 

(a) any person in a director group, senior management group, financial group, 
substantial shareholder group or related corporation group, of the bank;   

(b) any person whose interests, in the opinion of the board of the bank or, in the 
case of a bank incorporated outside Singapore, the authorised person, 
conflict with that of the bank and who is specified by the board or the 
authorised person, in the internal documents of the bank, as a related party 
of the bank for the purposes of this Notice; or 

(c) such other person as the Authority may specify as a related party of the bank 
by notice in writing to the bank where the Authority is of the opinion that 
that person’s interest conflict with that of the bank and – 

(i) the bank is accustomed or under an obligation, whether formal or 
informal, to act in accordance with that person’s directions, 
instructions or wishes; or  

(ii) that person is in a position to determine the policies of the bank;  
 

“related party group”, in relation to a bank in Singapore, means any director 
group, senior management group, financial group, substantial shareholder group 
or related corporation group of the bank.  

“related party transaction” means any transaction between a bank in Singapore 
or any company in its bank group, and any of the bank’s related parties;  

“senior management”— 

(a) in relation to a bank incorporated in Singapore, means 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 ; and 

(b) 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;   
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“senior management group”, in relation to a bank in Singapore, means a group 
of persons comprising — 

(a) any senior management of the bank; 
(b) every firm or limited liability partnership in which the senior management is a 

partner, a manager, an agent, a guarantor or a surety; 
(c) every individual of whom, and every company of which, the senior 

management is a guarantor or surety; and 
(d) every company in which the senior management —  

(i) is an executive officer; 
(ii) owns more than half of the total number of issued shares, whether 

legally or beneficially; 
(iii) controls more than half of the voting power; or 
(iv) controls the composition of the board1;  

but does not include any person who falls within a director group of the bank; 

“transaction” means any exposure or dealing, including those for which no 
exposure is incurred, such as a contract for service, a sale or purchase, a 
construction contract, a lease agreement, any borrowing or any write-off. 

4 The expressions used in this Notice, shall, except where defined in this Notice or 
where the context otherwise requires, have the same meanings as in the Act, 
including the Fifth Schedule to the Act, and in the Banking Regulations (Rg. 5). 

 

Related party groups 

5 For the purposes of this Notice, a bank may regard a person as belonging to only one 
related party group where – 
(a) in the case of a bank incorporated in Singapore, the person is in the bank’s – 

(i) financial group or substantial shareholder group; and 
(ii) related corporation group; or 

(b) in the case of a bank incorporated outside Singapore, the person is in the 
bank’s financial group and related corporation group. 

 
 
 
 
 

                                                             

 

1  For the purpose of the definition of “senior management group”, a member of the senior management 
of a bank is deemed to control the composition of the board of a company if he has any power, 
exercisable by him without the consent or concurrence of any other person, to appoint or remove all or 
a majority of the directors of the company. 
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General Principles Governing Related Party Transactions  
 

6 Subject to paragraph 7, a bank in Singapore shall ensure every related party 
transaction is conducted free of conflicts of interest.  

  
Excluded Related Party Transactions   
 
7 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;  

 
(b) where the transaction relates to the remuneration of any employee or 

director of the bank in Singapore, and the terms and conditions of such 
remuneration is determined by 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;  

 

(c) where the value of the transaction is below the nominal threshold set by the 
bank in Singapore in accordance with paragraph 8(e). 

 

Banks to Implement Policies, Procedures and Controls on Related Party Transactions 

8 Subject to paragraph 7, every bank in Singapore shall for the purposes of its 
operations in Singapore, and in the case of a bank incorporated in Singapore, the 
operations of its overseas branches and subsidiaries, establish policies on related 
party transactions and the writing off of any exposure to any of the bank’s related 
parties, and put in place adequate procedures to implement such policies, for the 
purposes of –  

 
(a) determining the persons in its related party groups and identifying every 

person in relation to whom a conflict of interest may arise vis-à-vis the bank 
but who is not already caught under a related party group, and requiring its 
board or in the case of a bank incorporated outside Singapore, the authorised 
person, to specify that such a person shall be considered to be a related party 
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for the purposes of this Notice and to classify and treat each person so 
specified as a person in a particular related party group;  
 

(b) ensuring 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 conditions2 that are not 
more favourable than a similar transaction with a non-related party under 
similar circumstances.3 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; 
 

(c) setting out the materiality thresholds on an aggregated basis for transactions 
where exposures arise for any related party group. Where a new exposure to 
an entity in the related party group would cause the materiality threshold to 
be exceeded, the transaction shall be subject to prior approval in accordance 
with paragraph 18; 
 

(d) setting out the materiality thresholds for related party transactions where 
the bank will not incur any loss as a result of a related party failing to meet 
any of its obligations (referred to in this Notice as “non-exposure 
transaction”). Where a new non-exposure transaction exceeds the 
materiality threshold, the non-exposure transaction shall be subject to prior 
approval in accordance with paragraph 18;  
 

(e) setting out the nominal thresholds for related party transactions, below 
which every transaction with the related party may be excluded as a related 
party transaction for the purposes of compliance with this Notice;  
 

                                                             

 

2
   These terms and conditions shall include those relating to credit assessment, loan tenure, interest 

rates,   fees, amortisation and collateral. 
3   For the purpose of paragraph 8(b), a related party transaction for which lower costs will be incurred 

(for instance, because no sales and marketing costs have to be incurred) shall be compared with a 
transaction of a similar type with a non-related party with a similar cost. For example, if the related 
party charges the bank $110,000 for the lease of its building, but factors in a $10,000 discount as no 
commission was incurred, the terms and conditions of that transaction shall be compared against the 
lease of a building from a non-related party which would have cost the bank $110,000.  
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(f) preventing any person who may, or whose family member may, benefit 
directly or indirectly, from a related party transaction or a write-off of an 
exposure to a related party from being part of the approval process for the 
related party transaction or write-off, respectively; 
 

(g) ensuring that sample audit checks are conducted periodically to ensure the 
related party transactions entered into are consistent with the key policies 
and procedures of the bank, with the frequency of such audit checks to be 
determined by the bank’s Audit Committee, or in the case of a bank 
incorporated outside Singapore, the authorised person;  
 

(h) identifying the related party transactions which the bank (or, in the case of a 
bank incorporated in Singapore, its overseas branches or subsidiaries) has 
entered into and write-offs by the bank of exposures to its related parties; 
and  
 

(i) ensuring 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.  

 
9 In the case of a bank incorporated outside Singapore, the bank in Singapore may rely 

on any policies and procedures established by the bank’s head office governing 
related party transactions if such policies and procedures imposes on the bank the 
same requirement as, or more stringent requirement than, that set out in this Notice 
for the purposes of conducting related party transactions.  

 
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. 
 

11 A bank in Singapore (or, in the case of a bank incorporated in Singapore, its overseas 
branches or subsidiaries) shall 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. The bank shall report every 
transaction that deviated from its policies on related party transactions to its board 
or in the case of a bank incorporated outside Singapore, the authorized person, on a 
quarterly basis. 
 

12 A bank in Singapore shall ensure that any director with an interest in a transaction or 
write-off for which approval is required to be sought from the board abstains from 
voting. In the case of a bank incorporated outside Singapore, where any authorised 
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person has an interest in the transaction or write-off, the bank incorporated outside 
Singapore shall seek approval from its board.  

 
Identification of related parties 
 
13 A bank in Singapore shall exercise due care in determining the persons in its related 

party groups and identifying every person in relation to whom a conflict of interest 
may arise vis-à-vis the bank but who is not already caught under a related party 
group, and fully document its efforts to do so.  

 
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.  

 
15 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 purpose of this paragraph, ‘director’, 
‘senior management’ and ‘substantial shareholder’ shall exclude the family members 
of the respective directors, senior management and substantial shareholders. 

 
Materiality Thresholds to be established by the bank 
 
16 For the purposes of paragraphs 8(c) and 8(d), the bank shall, at the minimum – 

  
(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; 

 
(b) set separate materiality thresholds for each type of non-exposure 

transactions with a related party; 
 
(c) take into account the nature, scope, frequency, value of and risks associated 

with its related party transactions when setting the aforesaid materiality 
thresholds; 

  



CONSULTATION PAPER ON RELATED PARTY   25 January 2016 
TRANSACTION REQUIREMENTS FOR BANKS 
 

 

Monetary Authority of Singapore  15 

(d) on an annual basis, seek the approval of the board, or in the case of a bank 
incorporated outside Singapore, the authorised person, for the materiality 
thresholds that the bank sets for exposure with a related party and non-
exposure related party transactions. The bank shall ensure that in assessing 
whether to approve the thresholds, the board or the authorised person, as 
the case may be, has regard to the factors stated in sub-paragraph (c) of this 
paragraph;  
 

(e) where approval is given in accordance with sub-paragraph (d) of this 
paragraph by the board or authorised person, as the case may be, document 
the reasons given by the board or the authorised person in giving the 
approval and submit such document to the Authority upon the Authority’s 
request; and 

 
(f) report the materiality thresholds set, and any changes thereto, to the 

Authority in the ‘Additional Information’ section of its quarterly statements 
submitted pursuant to MAS Notice 639A “Exposures and Credit Facilities to 
Related Concerns”.  

 

Nominal Thresholds to be established by the bank 

17 In relation to paragraph 8(e), the bank shall – 
  
(a) set nominal thresholds, and separate thresholds may be set for each type of 

related party transaction; 
 

(b) take into account the nature, scope, frequency, value of and risks associated 
with each type of related party transactions in setting such nominal 
thresholds;  
  

(c) on an annual basis, seek the approval of the board, or in the case of a bank 
incorporated outside Singapore, the authorised person, for the nominal 
thresholds that are set for each type of related party transaction. The bank 
shall ensure that in assessing whether to approve the nominal thresholds, 
the board or the authorized person, as the case may be, has regard to the 
factors stated in sub-paragraph (b) of this paragraph; and 
 

(d) where approval is given under sub-paragraph (c) of this paragraph by the 
board or authorised person, as the case may be, document the reasons given 
by the board or the authorized person, in giving the approval and submit 
such document to the Authority upon the Authority’s request. 
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Related Party Transactions Requiring Prior Approval of the Board 
 
18 Subject to paragraphs 23 and 27, a bank in Singapore shall obtain the approval of a 

special majority of three-fourths of its board in the case of a bank incorporated in 
Singapore, or in the case of a bank incorporated outside Singapore,  a special 
majority of three-fourths of its board or the authorised person (as the case may be), 
before the bank (and, in the case of a bank incorporated in Singapore, its overseas 
branches or subsidiaries): 

 
(a) enters into a transaction with a related party where an exposure arises, and 

which, when aggregated with all other exposures to that related party group 
of the bank, crosses the materiality threshold specified pursuant to 
paragraph 8(c) for that related party group; or 
 

(b) enters into a non-exposure related party transaction which crosses the 
materiality threshold specified pursuant to paragraph 8(d); or 

 
(c) writes off any exposure of the bank (or, in the case of a bank incorporated in 

Singapore, its overseas branch or subsidiary) to any of the bank’s related 
parties. 

 
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. Where the board or the authorised person, as the case may be, is of the view 
that any of the existing transactions between the bank and its related party is on 
more favourable terms than similar transactions with non-related parties under 
similar circumstances,4 the bank shall, to the extent that it is able to under the terms 
of those transactions, take such steps as may be necessary to unwind as far as 
possible or exit those transactions. 

 
20 In the case of a bank incorporated in Singapore, the board may delegate its power of 

approval in paragraph 18 to a board committee, which shall comprise a majority of 
independent directors5. Where the power to approve has been so delegated to a 
board committee, the prior approval required in paragraph 18 shall be given by a 
special majority of three-fourths of the board committee. 
 

                                                             

 

4  For the avoidance of doubt, the bank’s board and authorised persons may take such other factors into 
consideration as they may be required to, to fully discharge their obligations to the bank. 

5
 As defined in the Banking (Corporate Governance) Regulations 2005 
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21 The special majority of three-fourths of— 
(a) the board as required in paragraph 18, or 

 
(b) the board committee, as required in paragraph 20, 

 
 shall be determined based on the total number of directors on the board or board 
committee, as the case may be, excluding any directors required to abstain in 
accordance with paragraph 12. 
 

22 Where approval of a transaction with a related party or write-off of an exposure to a 
related party is required under paragraph 18, a bank in Singapore shall ensure that 
the approval is given in relation to all the terms and conditions of the transaction or 
write-off6.  
 

23 A bank in Singapore may seek the pre-approval of the special majority of three-
fourths of its board in the case of a bank incorporated in Singapore or in the case of 
a bank incorporated outside Singapore, the special majority of three-fourths of its 
board or the authorised person, as the case may be, for particular transaction types 
which fall within the description set out in paragraph 18. The bank shall ensure that 
this pre-approval is given in relation to all the terms and conditions of that 
transaction type7. For the avoidance of doubt, where the bank has obtained the pre-
approval of the board or authorised person for the particular transaction type, as the 
case may be, the bank does not need to seek prior approval (as required under 
paragraph 18) before entering into each of these transactions. 

 
24 Notwithstanding paragraph 18, a bank in Singapore does not need to obtain the 

approval referred to in that paragraph where - 
 
(a) the bank enters into a transaction with an entity in its related corporation 

group or financial group; 
 

(b) an entity in the bank’s bank group enters into a transaction with a related 
party of the bank; and 
 

(c) the bank enters into any of the following non-exposure related party 
transactions: 

                                                             

 

6 This would include the terms and conditions relating to the loan tenure, interest rate, fees and collateral, 
where applicable. 

7 This would also include those which relate to loan tenure, interest rate, fees and collateral, where 
applicable 
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(i) transactions that are offered on standard terms and conditions to all 

customers;8 or 

(ii) transactions for which the bank does not determine any of the terms and 

conditions governing the transaction.9 

 
25 Where a transaction has been approved in accordance with paragraph 18, a bank in 

Singapore shall not, and in the case of a bank incorporated in Singapore, shall ensure 
that its overseas branches and subsidiaries do not – 
 
(a) change any material terms and conditions; or  

 
(b) increase an existing exposure by 5% or more within 12 months from the date 

of the most recent increase,  
 
without obtaining the approval of a special majority of three-fourths of its board in 
the case of a bank incorporated in Singapore, or in the case of a bank incorporated 
outside Singapore, a special majority of three-fourths of its board or the authorised 
person, as the case may be.  
 

26 In the case of a related party transaction which is entered into with – 
 

(a) a person prior to him becoming a related party; or  
 

(b) a related party prior to the effective date of this Notice,  
 

a bank shall obtain the approval of a special majority of three-fourths of its board in 
the case of a bank incorporated in Singapore, and in the case of a bank incorporated 
outside Singapore, a special majority of three-fourths of its board or the authorised 
person, before increasing or writing-off the exposure or changing any terms and 
conditions governing the transaction where – 

 
(i) in the case of an exposure, such exposure, when aggregated with all 

other exposures to that related party group of the bank, crosses the 
materiality threshold specified pursuant to paragraph 8(c) for that 
related party group; and 

  

                                                             

 

8 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.  

9 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.  
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(ii) in the case of a non-exposure transaction, the transaction crosses the 
materiality threshold specified pursuant to paragraph 8(d). 

 
27 Notwithstanding paragraph 18, a bank in Singapore may obtain the approval of a 

special majority of three-fourths of its board in the case of a bank incorporated in 
Singapore, and in the case of a bank incorporated outside Singapore, a special 
majority of three-fourths of its board or the authorised person, as the case may be, 
no later than one month after entering into a transaction with a related party, 
where– 
 
(a) the bank has to enter into the transaction on an urgent basis;  
  
(b) the terms and conditions governing the transaction allows the bank to 

terminate or void the transaction without any conditions and penalties in the 
event that  such approval is not obtained within the required time; and 
 

(c) the bank has procedures in place to ensure that it is able to exercise its right 
to terminate or void the transaction to satisfy the requirement in paragraph 
28. 

 
28 Where a bank is unable to obtain the approval referred to in paragraph 27, the bank 

shall immediately terminate and void the transaction. In the case of a bank 
incorporated in Singapore, the bank shall ensure that its overseas branch or 
subsidiary immediately terminates and voids the transaction. 

 

Effective Date 

29 This Notice shall take effect from XX 2016. 
 

30 MAS Notice 643 dated 2 April 2013 is cancelled with effect from XX 2016. 
 
 
 
 
 
 
 
*Notes on History of Amendments 
1. MAS Notice 643 dated 2 April 2013 
2. MAS Notice 643 dated XX 2016 
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Annex II 

Proposed Amendments to Appendices I and II to MAS Notice 639A 

Appendix I 

 

Name of Bank: ______________________________________________ 

 

Table 1: Statement of exposures and credit facilities to be reported under section 27(1) of the Banking Act (Cap 19) as at ________________ 

 

Relationship to Bank Total 

Exposure 

Limits (S$) 

Total Gross 

Exposure 

Amounts 

(S$) 

Total Net 

Exposure 

Amounts 

(S$) 

Total Gross 

Exposure 

Amounts of 

which are 

Credit Facilities 

(S$) 

Total Credit 

Facilities 

which are 

Unsecured 

(S$) 

Policies and  

Procedures  

Remarks 

a) The director groups of bank        

b) Firms or limited liability 

partnerships of which the bank 

is a partner, manager, agent, 

guarantor or surety 

       

c) Companies of which any of        
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Relationship to Bank Total 

Exposure 

Limits (S$) 

Total Gross 

Exposure 

Amounts 

(S$) 

Total Net 

Exposure 

Amounts 

(S$) 

Total Gross 

Exposure 

Amounts of 

which are 

Credit Facilities 

(S$) 

Total Credit 

Facilities 

which are 

Unsecured 

(S$) 

Policies and  

Procedures  

Remarks 

the directors of the bank is a 

director or agent 

d) Companies of which the bank 

or any of its officers (other than 

directors), employees or other 

persons who receive 

remuneration from the bank 

(other than for professional 

services rendered to the bank) 

is a director, executive officer, 

agent, guarantor or surety 

       

e) Officers, employees or other 

persons who receive 

remuneration from the bank 

(other than for professional 

services rendered to the bank) 

in excess of one year’s 

emoluments of the officer, 
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Relationship to Bank Total 

Exposure 

Limits (S$) 

Total Gross 

Exposure 

Amounts 

(S$) 

Total Net 

Exposure 

Amounts 

(S$) 

Total Gross 

Exposure 

Amounts of 

which are 

Credit Facilities 

(S$) 

Total Credit 

Facilities 

which are 

Unsecured 

(S$) 

Policies and  

Procedures  

Remarks 

employee or person 

f) In the case of a bank 

incorporated in Singapore, the 

substantial shareholder groups 

of the bank 

       

g) the financial group of the 

bank  

       

h) Related corporations of the 

bank 

       

i) Individuals in whom, or any 

firm, limited liability partnership 

or company in which, any of the 

directors of the bank has an 

interest , directly or indirectly, 

as declared under section 28 

other than the credit facilities 

or exposures particulars of 

       



CONSULTATION PAPER ON RELATED PARTY   25 January 2016 
TRANSACTION REQUIREMENTS FOR BANKS 
 

 

Monetary Authority of Singapore  23 

Relationship to Bank Total 

Exposure 

Limits (S$) 

Total Gross 

Exposure 

Amounts 

(S$) 

Total Net 

Exposure 

Amounts 

(S$) 

Total Gross 

Exposure 

Amounts of 

which are 

Credit Facilities 

(S$) 

Total Credit 

Facilities 

which are 

Unsecured 

(S$) 

Policies and  

Procedures  

Remarks 

which have already been 

supplied under section 27(1) 
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Table 2: Statement of exposures and credit facilities to director groups of a bank incorporated in Singapore as at ________________ 

 

 Director 

Group 

Counterparty 

Name 

Total 

Exposu

re 

Limits 

(S$) 

Total 

Gross 

Exposu

re 

Amoun

ts  

(S$) 

Total 

Gross 

Exposure 

Amounts 

of which 

are 

Credit 

Facilities  

(S$) 

Facilit

y 

Type 

Collatera

l Type 

Collatera

l 

Amount 

(S$)  

Total 

Credit 

Facilities 

which 

are 

Unsecur

ed (S$)  

Booking of Facility Whether 

counterpart

y is person 

in limb 

(d)(i) of 

definition 

of “director 

group” 

ACU DBU Overse

as 

1 [Group 

1] 

[Counterparty 

1] 

           

[Counterparty 

2] 

           

[Counterparty 

3] 

           

Total - - - - - - - [S$ and 

% to 

ETC] 

- - - - 

2 [Group [Counterparty            
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2] 1] 

[Counterparty 

2] 

           

[Counterparty 

3] 

           

Total - - - - - - - [S$ and 

% to 

ETC] 

- - - - 
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Additional Information  

 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

____________________________________________________________________________________________________________ 

 

Name of Manager: _______________________________                        

 

Designation of Manager:  ___________________________ 
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Date of submission to HO/ reading at Board of Directors Meeting:  ___________________ 

 

Date of preparation:   _____________________________                        

 

Date of submission to MAS: _______________________ 
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Appendix II 

 

EXPLANATORY NOTES FOR COMPLETION OF STATEMENT OF 

EXPOSURES AND CREDIT FACILITIES TO BE REPORTED UNDER  

SECTION 27(1) OF THE BANKING ACT (CAP 19) 

 

General  

 

1 A bank shall report all its exposures and credit facilities in Singapore dollars. Where the 

transaction does not involve Singapore dollars, the bank shall convert the foreign currency 

amount to Singapore dollars using the currency conversion rates at the Authority's Internet 

website at http://www.mas.gov.sg (under Statistics Room – Other Financial Statistics). 

 

2 Unless otherwise stated in this Notice, a bank shall report exposures and credit facilities 

in the manner such exposures and credit facilities are computed for the purposes of complying 

with the limits set out in MAS Notice 639, i.e., taking into account any credit risk mitigation 

techniques or exclusions. 

 

3 Where an exposure or credit facility to a counterparty falls into more than one 

relationship, a bank shall report such exposures and credit facilities under each relationship 

accordingly.  The bank shall provide details of such exposures and credit facilities under the 

“Additional Information” section. 

 

4 For an entity that is grouped into one or more director groups or substantial shareholder 

groups, a bank shall only report its exposure to that entity once for each relationship. 

 

5 If there are no exposures and credit facilities to be reported under section 27 of the 

Banking Act, a “Nil” return shall be submitted.  

 

6 “Total gross exposure amounts” and “total net exposure amounts” under Appendix I 

refer to the exposure amounts before and after the application of any credit risk mitigation 

techniques in the manner set out in MAS Notice 639, respectively. 

 

7 “Total gross exposure amounts of which are credit facilities” and “Total credit facilities 

which are unsecured” under Appendix I refer to the amounts before and after offsetting the 
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portion of the credit facilities secured against acceptable collateral, as set out in MAS Notice 

639, respectively. 

 

Table 1 of Appendix I 

 

8 A bank shall segregate all exposures and credit facilities booked in respect of its DBU 

operations from those booked in respect of the Asian Currency Unit approved under section 77 

of the Act and prepare separate statements for its DBU operations and its Asian Currency Unit 

operations.    

 

9 A bank shall indicate its prescribed materiality thresholds under the “Policies and 

Procedures” column. A bank shall also indicate “Yes” or “No” under the “Remarks” column as to 

whether the exposures and credit facilities, are in compliance with its policy and procedures on 

related party transactions. Where any transactions depart from its policy and procedures on 

related party transactions (insofar as permitted under this Notice), reasons for the exceptions 

shall be disclosed under the “Additional Information” section.   

 

Table 2 of Appendix I  

 

10 Under the “Facility type” column, a bank shall indicate the type of credit facility granted 

(e.g. mortgage loan, overdraft etc) or “others” for other types of exposures.  

 

11  Under the “Collateral type” column, a bank shall indicate the type of acceptable 

collateral (as set out in MAS Notice 639) or “Nil” for an unsecured exposure. 

 

12 Under the “ACU”, “DBU” and “Overseas” columns of Table 2 of Appendix I, a bank shall 

indicate “Yes” or “No” in the relevant column accordingly.  
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