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1 Preface 

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

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

2016, MAS issued a consultation paper (“the Jan 2016 CP”) on additional proposed 

changes to the RPT requirements. The Jan 2016 CP invited views and comments on a draft 

revised Notice (“the Jan 2016 Draft Notice”), and a draft revised MAS Notice 639A (“MAS 

639A”) 

 The consultation period closed on 22 February 2016, and MAS would like to thank 

all respondents for their contributions. The full list of respondents is in Annex A. 

 MAS carefully considered the feedback received, and has incorporated them 

where relevant and appropriate. Comments of wider interest are set out below together 

with MAS’ responses. MAS’ responses to other questions are set out in Annex B. 

2 Scope of “Related parties” 

“Related corporation group” 

 Respondents asked whether the following parties are considered related to each 

other: 

 A foreign bank branch in Singapore, and its head office located overseas; 

 A foreign bank branch in Singapore, and its head office’s branches  

located overseas; 

 A foreign bank branch in Singapore, and the bank’s subsidiary located 

overseas; 

 A foreign bank branch in Singapore, and the bank’s subsidiary 

incorporated in Singapore; 

 A foreign bank branch in Singapore, and a subsidiary of the bank’s holding 

company (whether located in Singapore or overseas); 

 A bank incorporated in Singapore, and its branches in Singapore; 

 A bank incorporated in Singapore, and its branches located overseas;  

 The overseas subsidiary of a bank incorporated in Singapore, and another 

such overseas subsidiary. 
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MAS’ Response 

 Apart from sub-paragraph (f) above, a bank in Singapore will have to treat the 

parties mentioned in the other sub-paragraphs as a related party. We have amended the 

definition of “related corporation group” to clarify this.  

 In addition, in response to feedback, the revised Notice excludes intra-group 

transactions (i.e. between a bank in Singapore or any entity in its bank group, and any 

entity in its related corporation group) from the RPT framework as long as the transactions 

are centrally coordinated (see the section entitled “Exclusion of intra-group transactions 

that are ‘centrally coordinated’” below). 

Application of “Senior management group” and “Director group” 

 Some respondents requested that the Notice makes it explicit that the definition 

of “senior management group” excludes entities to which a senior management member 

of the bank1 has been appointed by the bank as its nominee director on the board.2 The 

respondents also requested that this exclusion be extended to other positions besides 

nominee directors (e.g. where the senior management member is appointed by the bank 

to be an executive officer of an entity), and that a corresponding exclusion be made for 

the “director group”. 

 Some respondents sought to clarify if “senior management” members: 

 have to be bank employees; or 

                                                      

 

1 In the Notice, “senior management” is defined as: 

(a) in relation to a bank incorporated in Singapore, means a senior officer of the bank or any 
branches of the bank located outside Singapore, in relation to whom conflicts of interest with 
the bank or any of its branches 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 of 
the bank located within Singapore, in relation to whom conflicts of interest with the branch 
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. 

 
2 This was explained in footnote 9 of “MAS’ Response to Feedback Received — RPT Requirements for Banks” 
dated 25 January 2016 (the “Jan 2016 Response”) 
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 include persons acting for or by arrangement with the bank (referring to 

the definition of “executive officer” in section 2 of the Banking Act). 

 have to be of a minimum corporate ranking. 

 One respondent suggested that the “senior management” of banks incorporated 

outside Singapore must be responsible for the day to day business of the bank in 

Singapore. Some respondents suggested that the “senior management” of banks 

incorporated outside Singapore must not only be responsible for the business of the bank 

in Singapore, but must also be based in Singapore. 

MAS’ Response 

 A company is not considered part of a “director group” of a bank in Singapore 

only because the director is nominated by the bank to serve on the board of that company. 

Similarly, a company is not considered part of a “senior management group” only because 

a senior management member of the bank is nominated by the bank to serve on the board 

of that company. The above is clear from the definitions of “director group” and “senior 

management group”. 

 However, a company will be considered part of a “senior management group” or 

“director group” respectively, if the company’s senior management member or director 

is an executive officer in the bank. This is because an executive officer is more involved in 

the day-to-day running of a company than a director. Therefore MAS’ view is that there is 

a greater potential for situations where an executive officer is put in a position of conflict 

by both the company’s and the bank’s interests.  

 “Senior management” have to be persons directly employed by, or acting for or 

by arrangement with the bank, and they must be senior officers. We have provided 

examples of which senior officers are considered as “senior management” under the 

Notice as guidance. 

 “Senior management” of banks incorporated outside Singapore must be 

responsible for the day to day business of the bank in Singapore, but need not be based 

in Singapore. 

3 Scope of transactions covered 

Exclusion of intra-group transactions that are “centrally coordinated” 

 A number of respondents continued to request the exclusion of intra-group 

transactions from the RPT framework. The following are some of the reasons cited to 

support an exclusion: 
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 Imposing RPT requirements on inter-branch transactions presents 

significant operational challenges, and is not proportionate to the risks; 

 Intra-bank transactions are already subject to central risk position 

consolidation and management, and should be exempted from the 

requirements of Notice 643; 

 Intra-group transactions are driven by the head office, whose interests 

are aligned with those of the bank in Singapore; 

 Intra-group transactions do not benefit any individuals, and are generally  

conducted on an arm’s length basis; 

 Inter-branch transactions occur within the same legal entity and thus the 

risk of conflict is negligible; 

 Intra-group service agreements are based on group policies and 

procedures, and are usually subject to “cost plus” arrangements or cost 

allocation agreements, designed to reflect arm’s length pricing; 

 Some foreign bank branches rely on their head office’s support and 

systems, governed under outsourcing agreements. These cannot be 

outsourced to external service providers on similar terms and conditions. 

MAS’ Response 

 MAS has carefully considered the concerns and issues raised in the legislative 

consultation. In light of the feedback and additional viewpoints provided, MAS proposes 

not to require a bank to subject intra-group transactions (i.e. between a bank in Singapore 

or any entity in its bank group, and any entity in its related corporation group)  to the RPT 

requirements in the Notice as long as they arise from a central risk or liquidity 

management function, or pertain to centrally coordinated services (“the centrally 

coordinated condition”). This draws a balance between RPT risks posed by intra-group 

transactions, and the potential loss of operational efficiency and economies of scale 

caused by applying the RPT requirements in the Notice to all intra-group transactions.  

 The conditional exclusion above will apply to all intra-group transactions, 

including banks’ transactions with their majority-owned subsidiaries. Banks’ transactions 

with their majority-owned subsidiaries will be excluded from the Notice’s scope only if 

they fulfil the centrally coordinated condition.  

 Transactions between banks and related party trustees 

 Some respondents requested that MAS consider exempting transactions 

between banks and related parties who are acting as trustees (e.g. for funds constituted 

as unit trusts). In such situations, the related party generally has no control over the 

transactions entered into with the bank and no personal interest in the transactions. One 

respondent recognised that where the related party has control over the transactions 
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with the bank (e.g. where it decides on the contracting party and the terms and conditions 

of the transactions), the transaction should be subject to the RPT requirements in the 

Notice. 

MAS’ Response 

 Trustees owe a duty to the trust they are administering. The concern here is that 

the related party acting in the capacity of a trustee may be able to influence the bank to 

favour the trust, to the detriment of the bank’s interests. This concern is present even if 

it is a fund manager (as opposed to the trustee) that makes the decision on transacting 

with the bank and the attached terms and conditions. Therefore, MAS will not exclude 

transactions between a bank and a related party from the RPT requirements in the Notice 

simply on the basis that the latter is performing its role as a trustee. 

 Nevertheless, such transactions may still be excluded from the Notice’s 

requirements if the transaction with the related party trustee is a centrally coordinated 

intra-group transaction as described in paragraph 3.2. 

Benefits and remuneration for employees and directors 

 The Jan 2016 Draft Notice provided that a bank in Singapore does not need to 

subject transactions relating to employees’ or directors’ benefits or remuneration (as set 

out in the banks’ human resource policies) to the RPT requirements. 

 Some respondents stated that policies on staff benefits and remuneration may 

not be set out in a bank’s human resource policy, but in other policies dealing with other 

aspects of the bank’s operations. One of the respondents thus suggested amending the 

Notice to exclude transactions relating to employees’ or directors’ benefits or 

remuneration pursuant to any policies of the bank, and not necessarily the bank’s human 

resource policies. 

 One respondent sought confirmation that boards can delegate their powers to 

approve employees’ or directors’ benefits or remuneration to board committees. The 

respondent also asked if existing benefits already approved by such a committee need to 

be freshly approved by the board. 

 Another respondent noted that staff benefits are granted on standard terms and 

conditions to employees, according to their ranks and appointments. The respondent 

requested that MAS reconsider the need for such benefits to be approved by the Board. 
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MAS’ Response 

 MAS agrees with the feedback in paragraph 3.8, and has amended the Notice. 

The Notice has also been amended to state that a board may delegate its power to 

approve employees’ or directors’ benefits or remuneration to a board committee. Such a 

committee must be constituted as set out in paragraph 8 of the Notice.  

 Existing transactions pertaining to staff benefits which have already been 

approved by a board committee do not need fresh approval from the board, so long as 

they are consistent with policies approved by the board. A bank is only required to get the 

board’s approval for the general policies pertaining to staff benefits. 

4 Arm’s length dealing requirement 

IRAS transfer pricing policies 

 Several respondents asked if an RPT fulfils the arm’s length dealing requirement 

in the Notice, if it meets the Inland Revenue Authority of Singapore’s (“IRAS’”) transfer 

pricing requirements. 

MAS’ Response 

 Where a transaction conducted between the bank in Singapore and a related 

party at arm’s length satisfies the IRAS’ transfer pricing guidelines, the bank may consider 

the transaction to have satisfied the arm’s length dealing requirement in the Notice.  

5 Board and management control of RPTs 

Authorised persons 

 The Notice provides that for a bank incorporated outside Singapore, the bank’s 

board may authorise a person to act on its behalf in relation to the RPT requirements (e.g. 

to approve RPTs that have exceeded materiality thresholds). Some respondents asked if 

certain senior officers of the bank in Singapore can be automatically deemed authorised 

by the board, as requiring explicit designation by the board might be operationally 

cumbersome. Respondents also asked if the authorised person can delegate his 

responsibilities to appropriate senior officers in the event that the authorised person is 

unavailable to perform them. 

 In addition, some respondents requested that where the authorised person has 

an interest in a transaction, a foreign bank branch may seek approval from an alternate 

authorised person who has no interest in the transaction. 
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MAS’ Response 

 The board of a bank plays a critical role in the RPT framework. For example, a 

board sets the thresholds which determine whether an RPT is material, and also has the 

power to approve the bank entering into a material RPT. In recognition of the practical 

difficulties that foreign banks face in obtaining approval from their boards, foreign bank 

boards are allowed to authorise persons to act on their behalf in relation to the RPT 

requirements in the Notice. A foreign bank board should only authorise persons who have 

the necessary experience and capabilities to act on its behalf. However, banks may not 

“automatically deem” certain persons as authorised persons.  

 The board may authorise more than one person to act on its behalf. These 

authorised persons can cover each other’s duties if any of them were to be unavailable or 

in a position of conflict. MAS agrees that if one of the authorised persons were himself 

interested in a transaction, an alternate authorised person may approve the transaction. 

As a safeguard, the alternate authorised person approving the said transaction shall be of 

at least the same seniority as the authorised person who is interested in the transaction.  

 An authorised person cannot further delegate his responsibilities to persons not 

specifically authorised by the board itself. 

   Policies and procedures 

 One respondent asked if foreign bank branches can defer to existing group 

policies and governance procedures (including those pertaining to board approval), or 

whether MAS expects that the group’s policies and governance procedures be replicated 

for RPTs booked in Singapore. 

MAS’ Response 

 Under paragraph 12 of the Notice, foreign bank branches in Singapore may rely 

on their head office’s policies and procedures governing RPTs. This is provided the head 

office’s policies and procedures impose on the bank requirements equivalent to (or more 

stringent than) the RPT requirements in the Notice. 

Identification of potentially conflicted persons  

 One respondent noted that the task of “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” is extremely wide, and will make the day to day running of 

the bank’s business administratively onerous. The respondent sought clarification on how 

it can fulfil this requirement. 
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 Several respondents sought to clarify that family members of directors, senior 

management and substantial shareholders are not required to make the annual 

declarations referred to in paragraph 14 of the Jan 2016 Draft Notice. One respondent 

sought clarification as to whether annual declarations must be made on behalf of family 

members and whether the annual declarations will fulfil the obligations under paragraph 

13 of the Jan 2016 Draft Notice. Some respondents asked if the Notice requires the 

identification of the business interests of family members. 

 Another respondent sought clarification as to whether the Notice requires 

directors, senior management and substantial shareholders to (a) declare all their related 

parties; or (b) make declarations only if their RPTs conflict with the interests of the bank. 

The respondent also suggested that family members be excluded from the definition of 

“senior management”, as the bank may not be able to identify and monitor the RPTs of 

the family members of the directors, senior management and substantial shareholders. 

 Several respondents also proposed for the banks to be able to rely on equivalent 

policies and procedures to prevent potential conflicts of interest, which may not involve 

explicit declarations to the Singapore branch. 

MAS’ Response 

 MAS recognises that there may be concerns in having to identify every person in 

relation to whom a conflict of interest may arise vis-à-vis the bank. However, a bank must 

first be able to identify its related parties before it can meaningfully mitigate the risk of 

abuse arising from its transactions with its related parties. Banks may rely on the annual 

declarations required under the Notice and such other information as may come to their 

attention in order to identify related parties. Banks should also stress on their directors, 

senior management and substantial shareholders of the importance of making clear and 

comprehensive declarations on their related parties. 

 MAS does not require a bank to obtain the annual declarations referred to in 

paragraph 14 of the Jan 2016 Draft Notice from the family members of directors, senior 

management and substantial shareholders. MAS also does not require annual 

declarations to be made on behalf of family members. 

 MAS expects banks’ directors, senior management and substantial shareholders 

to declare all their related parties, and not merely make declarations only when their RPTs 

conflict with the interests of the bank. We do not require the declaration of family 

members’ business interests, but bank directors, senior management and substantial 

shareholders should identify their family members’ business interests in the process of 

making their declarations. The annual declarations by the banks’ directors, senior 

management and substantial shareholders will facilitate the bank’s monitoring of 
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transactions between the bank and the family members of its directors, senior 

management and substantial shareholders. 

 Banks incorporated outside Singapore may rely on annual declarations made to 

the head office, as set out in the head office’s policies and procedures to fulfil the annual 

declaration requirement in paragraph 18 of the revised Notice.  

Audit checks 

 Some respondents asked if the sample audit checks required by the Notice can 

be conducted by any independent control unit within the bank, and whether there is any 

minimum expected frequency for such reviews. Respondents asked if they will be allowed 

to rely on their internal audit review cycle to meet the requirement for sample audit 

checks. Respondents also asked if they can rely on confirmations from their external 

auditors as part of the annual statutory audit process to meet this requirement. 

MAS’ Response 

  MAS does not intend to prescribe the specific manner in which the independent 

checks are to be implemented. Banks have the flexibility to tailor the independent checks 

to their processes. A review or audit performed by any unit independent of the business 

and team which approved or entered into the transaction will satisfy the requirement. 

Banks may rely on their internal audit review cycle to meet the requirement for sample 

audit checks.  Banks may also rely on their external auditors to meet the requirement for 

sample audit checks, provided the external auditors conduct the checks periodically as 

required by the Notice.  

Frequency of review of RPT policies 

 One respondent suggested that banks should be allowed to review their RPT 

policies periodically rather than annually. This is to allow banks to align the review of their 

RPT policies with the review of other group wide policies. 

MAS’ Response 

 MAS agrees with the feedback. The revised Notice provides that banks need only 

review their RPT policies regularly.  

Independent review 

 Some respondents asked who should be the person conducting the independent 

review referred to in paragraph 11 of the Jan 2016 Draft Notice. Respondents also 

requested clarification regarding the purpose of the independent review in relation to 



RESPONSE TO FEEDBACK RECEIVED ON   21 November 2016 
RELATED PARTY TRANSACTION REQUIREMENTS FOR BANKS 

 

Monetary Authority of Singapore  12 

both paragraphs 8(i) and 11 of the Jan 2016 Draft Notice, and guidance on the criteria for 

the independent review. 

 Some respondents sought confirmation that the bank’s obligation referred to in 

paragraph 11 of the Jan 2016 Draft Notice is strictly a reporting obligation, and that no 

further approval or endorsement is required from the board or authorised person after 

the report has been made to them. 

 One respondent sought clarification on why a transaction subject to independent 

review is allowed to deviate from the bank’s RPT policies which were approved by the 

board or authorised person. The respondent asked if the materiality thresholds set by the 

board can be deviated from as long as the deviation is subject to the independent review 

process set out in paragraph 11 of the Jan 2016 Draft Notice. 

MAS’ Response 

 The revised Notice clarifies at paragraphs 10(i) and 14 that the independent 

review can be undertaken by one or more senior management members of the bank. 

Paragraph 16 of the revised Notice further clarifies that the senior management member 

conducting the independent review cannot have an interest in the particular transaction. 

 The purpose of the review is for the senior officer to ascertain that the deviation 

from the established policies and procedures does not result in a transaction that involves 

a conflict of interest. If the independent reviewer assesses that there is a risk of a conflict 

of interest, the transaction should be escalated to the board for timely action.   

 Where transactions which do not require prior board approval deviate from the 

board’s policies, they are subject to prior independent review3 and must still be reported 

to the board (or authorised persons, as the case may be) on a quarterly basis. The 

provisions for independent review do not supersede the Notice’s requirements for prior 

board approval. The materiality thresholds set by the board cannot be deviated from 

without the board’s approval. Prior approval must still be obtained unless the transaction 

is an urgent one which meets the conditions in paragraph 30 of the revised Notice, which 

allows approval to be obtained from the board no later than one month after entering 

into the transaction.  

                                                      

 

3 If the transaction requires prior approval from the board, the board would either allow or disallow it, thus 
negating the need for an independent review. 
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Materiality thresholds 

 The Jan 2016 Draft Notice required that banks set aggregate materiality 

thresholds for exposures to each of their related party groups. One respondent suggested 

that banks be allowed to set materiality thresholds for exposure transactions at a more 

granular level (e.g. based on product class or counterparty). Imposing the materiality 

threshold at more granular levels would allow the bank to better calibrate thresholds 

commensurate with the risks associated with a particular type of product or counterparty. 

One respondent asked if a bank’s director group containing four persons can be divided 

into two groups containing two persons each — for the purposes of setting aggregated 

materiality thresholds. Another respondent asked if it can set a separate materiality 

threshold for an entity or sub-group of entities disaggregated from a substantial 

shareholder group (as per the disaggregation criteria in MAS 639A). 

 One respondent stated that it is not feasible to apply materiality thresholds to 

non-exposure contracts with no particular contract value determined upfront (e.g. where 

payment to a service provider is based on consumption). The respondent requested that 

no materiality thresholds be required for such transactions. It was also suggested that 

vendor or procurement contracts be considered on a per-transaction rather than an 

aggregated basis, citing practical issues monitoring materiality thresholds. 

MAS’ Response 

 MAS agrees with the feedback to allow banks to set materiality thresholds for 

exposure transactions at a more granular level. In the same vein, a bank may set 

materiality thresholds for sub-groups within a director group. A bank may also set a 

separate materiality threshold for an entity or a sub-group of entities disaggregated from 

a larger group. However, banks will still be expected to monitor and report their aggregate 

exposures to related parties as part of the reporting requirements in MAS 639A.  

 Non-exposure transactions with no particular contract value determined upfront 

will still be subject to the materiality thresholds for non-exposure transactions. The bank 

may apply the materiality threshold to an estimated value of the contract. Where the 

actual contract value breaches the materiality threshold, the contract will be considered 

a material RPT at the point that the contract breaches the threshold and the relevant 

Notice requirements will apply.4 

                                                      

 

4 As a matter of good practice, banks should anticipate the breaching of materiality thresholds for such 
transactions and seek prior board approval for the transaction before the threshold is actually breached. 
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 MAS agrees that vendor or procurement contracts may be considered on a per-

transaction basis rather than an aggregated basis. As stated in paragraph 6.5 of the Jan 

2016 Response, materiality thresholds for non-exposure transactions are to be set on a 

per-transaction basis. 

Nominal thresholds 

 Some respondents asked whether nominal thresholds have to be set based on 

exposure and whether proxies such as Value-at-Risk limits can be used. One respondent 

asked if nominal thresholds apply on a transaction basis, or on an aggregate basis. One 

respondent requested flexibility to set granular thresholds for different segments. 

Respondents also asked whether nominal transactions must be reported, specifically 

under MAS 639A. 

MAS’ Response 

 Nominal thresholds for exposure transactions must be based on exposure. 

Nominal thresholds for non-exposure transactions must be based on transaction value. 

The nominal thresholds are to apply on a per transaction basis, and not on an aggregate 

basis. Banks may set different thresholds for different types of transactions. This is in 

recognition of the fact that banks’ RPTs vary in size, frequency and risk profile. Exposure 

transactions below the nominal threshold must be taken into account when reporting 

total exposures and credit facilities under MAS 639A.     

Prior board approval 

 Several respondents noted the requirement in MAS Notice 606 (“MAS 606”) for 

banks to seek MAS’ approval to write off loans to related parties. They asked if banks are 

required to first obtain prior board approval under the Notice to write off any exposure 

to a related party, before seeking approval from MAS under MAS 606. 

 One respondent noted that seeking prior board approval for transactions is 

operationally challenging as its board only meets quarterly. The respondent suggested 

that applications for approval be allowed via circulation to the board on a more regular 

basis (i.e. monthly) when required. Another respondent suggested that where 

transactions are carried out in accordance with the bank’s policies on RPTs, including that 

they are conducted on an arm’s length basis, the bank need not seek prior board approval 

solely on the basis of the transaction’s quantum. 

 Some respondents sought MAS’ guidance as to what criteria should be 

considered by the board or the authorised person in determining whether an RPT or write-

off should be approved or otherwise. Some respondents requested that banks be allowed 

to set a materiality threshold for write-offs. 
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MAS’ Response 

 Where a bank intends to write off an exposure to a related party, it should first 

seek prior approval from its board under the Notice before seeking MAS’ approval if this 

is also required under MAS 606. 

 Prior board approval is required for RPTs which exceed the materiality thresholds 

set by the bank’s board. Given the materiality of the transaction and its concomitant risks, 

the bank should obtain the board’s approval before entering into the transaction. To 

alleviate difficulties faced in convening the board, paragraph 25 of the revised Notice 

provides that the bank can seek the board’s pre-approval of any particular transaction. 

Banks may also set up processes to seek approval from their boards more regularly. MAS 

will not specify the process through which the required board approval shall be sought. 

Banks have the flexibility to obtain the necessary special majority board approval through 

circulated resolutions or at scheduled board meetings, provided that the RPTs are not 

entered into until the necessary approvals have been given. 

 Where a board or an authorised person is assessing whether to approve a 

transaction exceeding the materiality threshold or a write-off, it must at least consider if 

the transaction or write-off is conducted on more favourable terms for the related party 

than similar transactions with non-related parties under similar circumstances 5 , and 

whether there are sufficient reasons to justify giving such an approval, bearing in mind 

the potential impact of such an approval on the bank. 

 As write-offs are by nature non-routine and pose higher RPT risks, a bank must 

not set materiality thresholds for write-offs. Instead, all write-offs of the bank’s exposures 

to its related parties must be subject to prior board approval.  

Non-exposure transactions 

 Paragraph 24 of the Jan 2016 Draft Notice exempted non-exposure RPTs offered 

on “standard terms and conditions” from the prior board approval requirement. Some 

respondents asked whether a head office policy which requires RPTs to be made on 

“market” terms and conditions will be sufficient to qualify the RPTs for exemption. The 

respondents also asked if RPTs meet the “standard terms and conditions” requirement if 

                                                      

 

5 The board or the authorised person may of course also consider such other factors as they may be required 
to, to fully discharge their obligations to the bank. 
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the bank negotiates the transaction within a reasonable range which the bank is willing to 

enter into with third parties. 

 Several respondents asked whether the limbs of paragraph 24 of the Jan 2016 

Draft Notice should be read disjunctively (“or”) instead of conjunctively (“and”). Several 

respondents asked if materiality thresholds need be set for transactions exempted from 

prior board approval (paragraph 24 of the Jan 2016 Draft Notice). 

MAS’ Response 

 The exemption from prior board approval for non-exposure transactions is 

intended for regular and standardised banking transactions which pose lower risks, such 

as deposit-taking services, brokerage services and sale of investment products by banks.  

Nevertheless, MAS recognises that transactions need not be offered on the same standard 

terms and conditions to all customers. Different sets of standard terms and conditions 

within an allowable range may be offered to different sets of a bank’s customers, provided 

they are distinguished based on objective criteria (e.g. net worth, size of deposit).  

 The limbs of paragraph 24 of the Jan 2016 Draft Notice should be read 

disjunctively (“or”) instead of conjunctively (“and”). This is reflected in paragraph 26 of 

the amended Notice. Materiality thresholds need not be set for transactions exempted 

from prior board approval. 

Material changes to transactions approved by the board 

 The Jan 2016 Notice stated that where a transaction has been approved by the 

board, the bank may not increase an existing exposure by 5% or more within 12 months 

without the board’s approval. Some respondents requested that passive changes (e.g. 

accrual of interest, foreign exchange fluctuations, etc.) be excluded from the 5% 

threshold. 

 One respondent sought to clarify if an increase in existing exposure of 5% or more 

after 12 months from the date of approval requires approval under paragraph 18 of the 

Jan 2016 Draft Notice. 

MAS’ Response 

 The increase in exposure referred to in paragraph 25(b) of the Jan 2016 Draft 

Notice (paragraph 27(c) in the revised Notice) refers only to increases actively made by 

the bank, and does not include increases resulting from passive changes. 

 An increase in existing exposure of 5% or more after 12 months from the initial 

approval of the transaction or the most recently approved increase in exposure 
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(whichever is later) requires prior board approval (unless the increase in exposure does 

not result in the crossing of any materiality threshold). The Notice has been amended to 

clarify this. 

6 Implementation 

 MAS proposed that banks start to comply with the Notice’s requirements one 

year after the issuance of the amended Notice. Respondents requested between 18 to 24 

months to comply with the Notice’s requirements, as they need to enhance their systems 

and develop policies and procedures to meet the Notice’s requirements. 

MAS’ Response 

 Banks will be given two years to comply with the RPT requirements in the Notice. 

The Notice will take effect on 18 November 2018. 

7 Reporting Requirements – MAS 639A 

 Several respondents asked if the revised MAS 639A will also take into account 

the amendments proposed in the “Removing the DBU-ACU Divide – Implementation 

Issues” Consultation Paper issued in August 2015. 

 One respondent asked whether transactions with a person which falls within the 

financial group and related corporation group is to be reported only once — either under 

the financial group or the related corporation group. Some respondents had a number of 

questions about the reporting of materiality thresholds. 

 One respondent asked if MAS will consider allowing banks to report their 

exposures based on their internal currency conversion rates, instead of according to the 

rates at the Authority’s internet website.  One respondent asked if nominal thresholds 

must be reported in MAS 639A. 

 One respondent asked if it must report RPTs involving the senior management 

group. Some respondents asked whether the reporting for Table 2 of the proposed MAS 

639A is to be made on a bank solo basis or on a group basis. 

MAS’ Response 

 Following the proposed removal of the ACU-DBU divide, MAS 639A will be 

amended to remove the requirement to segregate exposures and credit facilities by the 

two booking units. Until the DBU-ACU divide is removed, banks are to continue to 

segregate and report exposures and credit facilities by the two booking units. 
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 For the purposes of MAS 639A reporting, where an exposure or credit facility to 

a counterparty falls into more than one relationship, the bank shall report such exposures 

and credit facilities under each relationship accordingly. 

 Under the revised Notice, MAS does not require banks to report their aggregate 

or granular materiality thresholds in MAS 639A. However banks must report any 

transactions that exceed the materiality thresholds.  

 MAS will require banks to report their exposures based on their internal currency 

conversion rates, instead of the rates at the Authority’s internet website. Nominal 

thresholds will have to be reported under the “Additional Information” section of MAS 

639A.  

 Banks will also be required to report RPTs involving the senior management 

group in the revised MAS 639A. Under MAS 639A, a bank incorporated in Singapore must 

report its RPTs on both a solo and consolidated basis.6  

MONETARY AUTHORITY OF SINGAPORE 

21 November 2016 

                                                      

 

6 See paragraph 6 of MAS 639A: “Every bank incorporated in Singapore which is not a subsidiary of another 
bank incorporated in Singapore shall prepare an additional statement in the form set out in Appendix I, 
aggregating its exposures and credit facilities to each group of persons listed in [Appendix I] with that of all 
its subsidiaries and any other company treated as part of the bank’s group of companies according to 
Accounting Standards.” 
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Annex A 

LIST OF RESPONDENTS TO THE CONSULTATION PAPER ON 

RELATED PARTY TRANSACTION REQUIREMENTS FOR BANKS 

1. The Association of Banks in Singapore 

2. BNP Paribas 

3. Bank of Tokyo-Mitsubishi UFJ, Ltd 

4. Citibank 

5. Deutsche Bank AG, Singapore branch 

6. ING Bank N.V. 

7. Mizuho Bank Ltd 

8. Standard Chartered Bank 

9. State Street Bank and Trust Company 

10. Sumitomo Mitsui Banking Corporation 

11. Svenska Handelsbanken AB 

12. 1 respondent requested confidentiality of their identity  

13. 16 respondents requested confidentiality of their identity and submission  

 

 

 

Please refer to Annex C for the submissions.  
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Annex B 

MAS’ RESPONSES TO OTHER FEEDBACK FROM RESPONDENTS 

 Feedback from Respondents MAS’ Response  

1. Some respondents asked if the 
definition of “authorised person” 
could be broadened to include a 
committee.  

Yes, we agree with the feedback. The 
definition of “authorised person” has 
been amended to make clear that it 
includes a committee. 

2. Some respondents sought 
confirmation that authorised persons 
can be based outside Singapore. 

Yes, as long as those persons can still 
effectively oversee the implementation 
of the RPT requirements in the Notice.   

3. Some respondents requested that 
directors of foreign incorporated 
banks and/or their family members 
not be treated as the banks’ related 
parties.  
 
 
 
 
The respondents also noted that such 
directors are already subject to their 
home regulators’ requirements, and 
requested that MAS allow foreign 
incorporated banks to adopt RPT 
standards consistent with their head 
offices. 

The directors of foreign incorporated 
banks and their family members will 
continue to be treated as the banks’ 
related parties. This is necessary to 
mitigate the risk that a foreign bank 
director might enter into transactions 
with the bank’s branch in Singapore 
which unfairly benefit himself. 
 
To avoid duplicative compliance 
processes, MAS allows foreign bank 
branches in Singapore to rely on their 
head office’s policies and procedures 
governing RPTs, provided they impose on 
the bank requirements equivalent to (or 
more stringent than) the RPT 
requirements in the Notice. 

4. One respondent asked if the 
definition of “related party” could be 
aligned across MAS 610, MAS 639A, 
and financial statements reported in 
accordance with the Financial 
Reporting Standards and the 
Companies Act. 

The variations in the definitions of 
“related parties” cater to the different 
purposes served by the respective 
regulatory frameworks within which the 
term is defined. MAS will not be aligning 
the different definitions at the present 
time. 
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 Feedback from Respondents MAS’ Response  

5. One respondent asked if the term “a 
bank in Singapore” in the definition of 
“related corporation group” refers to 
a bank incorporated in Singapore, or a 
bank incorporated outside Singapore. 

“A bank in Singapore” has the same 
meaning as defined in section 2 of the 
Banking Act which covers both a bank 
incorporated in Singapore and the 
branches and offices in Singapore of a 
bank incorporated outside Singapore. 
We have amended the definition of 
related corporation group as follows: 
 
“related corporation group” – 
 

(a) in relation to a bank incorporated 
in Singapore, means a group of 
entities comprising all the related 
corporations of the bank, and any 
branches of the bank located outside 
Singapore; and  
 
(b) in relation to a bank incorporated 
outside Singapore, means a group of 
entities comprising all the related 
corporations of the bank, its head 
office and any branches of the bank 
located outside Singapore;  

6. One respondent asked if “related 
corporation group” includes related 
corporations as defined in section 6 of 
the Companies Act. 

Yes, “related corporations” under the 
Notice follows the definition in section 2 
of the Banking Act, and in turn section 6 
of the Companies Act. 
 

7. One respondent asked if the 
definition of “senior management” 
for banks incorporated in Singapore 
could be confined to the senior 
management of the bank in 
Singapore, given that banks 
incorporated in Singapore face similar 
difficulties as banks incorporated 
outside Singapore in identifying and 
tracking their overseas senior 
management’s transactions. 
 

The Notice seeks to address the risks of 
conflict engendered by banks’ senior 
officers vis-à-vis the bank in Singapore, 
regardless of whether these officers are 
physically resident in Singapore.  
 
For banks incorporated in Singapore, 
RPTs entered into by senior officers in 
their overseas branches have a direct 
impact on the bank. Thus, the RPT 
requirements in the Notice applies to 
these officers. 
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 Feedback from Respondents MAS’ Response  

8. One respondent suggested that the 
Notice define “senior officer” to 
mirror “executive officer” in the 
Banking Act, with an additional limb 
to include “employees with significant 
credit responsibilities”. 

 This may result in an unnecessarily 
broad definition of “senior officer” (and 
in turn “senior management”), as not all 
“executive officers” are “senior 
management”. Thus, we do not propose 
to define “senior officer” as such. 

9. One respondent asked if MAS will 
consider aligning the definition of 
“senior management” across MAS 
626, Financial Advisers Regulations 
(regulation 18B), and the Notice. 

The variations in the definitions of 
“senior management” cater to the 
different purposes served by the 
respective regulatory frameworks within 
which the term is defined. MAS will not 
be aligning the different definitions at 
the present time. 

10. Some respondents asked if the 
exclusion of majority-owned 
subsidiaries from the banks’ list of 
related parties will apply regardless of 
whether the bank is incorporated in or 
outside Singapore. 

Majority-owned subsidiaries will be 
considered related parties, but intra-
group transactions with majority-owned 
subsidiaries will be excluded from the 
RPT requirements in the Notice if they 
satisfy the centrally coordinated 
condition set out in paragraph 3.2. 
 
This intra-group exclusion applies for 
both banks incorporated in Singapore, 
and banks incorporated outside 
Singapore. 

11. One respondent asked if the exclusion 
of majority-owned subsidiaries from 
the banks’ list of related parties 
covers all majority-owned 
subsidiaries of the bank, regardless of 
domicile.  

Majority-owned subsidiaries will be 
considered related parties, but intra-
group transactions with majority-owned 
subsidiaries will be excluded from the 
RPT requirements in the Notice if they 
satisfy the centrally coordinated 
condition set out in paragraph 3.2. 
 
This is regardless of the domicile of the 
majority-owned subsidiary. 
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 Feedback from Respondents MAS’ Response  

12. Some respondents pointed out that 
the example in footnote 13 to the 
Response dated 25 January 2016 (i.e. 
“a subsidiary that is an affiliate of a 
substantial shareholder of the bank”) 
is wrong, because applying the 
definition of “affiliate” in the fifth 
schedule of the Banking Act 
(paragraph 1(a)(i)), a majority-owned 
subsidiary of the bank cannot be an 
affiliate of a substantial shareholder 
of the bank.  
 
The respondents also asked MAS to 
reconsider applying the Notice’s 
requirements to transactions with a 
majority-owned subsidiary, but is a 
related party by virtue of another 
relationship with the bank. 

MAS agrees with the feedback and 
thanks the respondents. 
 
 
 
 
 
 
 
 
 
 
 
Majority-owned subsidiaries will be 
considered related parties, but intra-
group transactions with majority-owned 
subsidiaries will be excluded from the 
RPT requirements in the Notice as long as 
they satisfy the centrally coordinated 
condition set out in paragraph 3.2.  
 
 

13. One respondent proposed that 
service contracts with related party 
groups which are governed by MAS’ 
prudential requirements on 
outsourcing be excluded from the 
Notice’s requirements. 

MAS’ Guidelines on Outsourcing 
(“Outsourcing Guidelines”) address 
different risks from the Notice. The 
Outsourcing Guidelines are designed to 
address, inter alia, reputation, 
compliance and operational risks arising 
from the failure of a service provider, 
breaches in security, etc.  
 
As the Outsourcing Guidelines do not 
address the risk of abuses arising from 
conflicts of interest, the Notice’s 
requirements are still relevant for 
transactions which are already governed 
by the Outsourcing Guidelines. 
 
In any event, as stated in paragraph 3.2, 
MAS will exclude intra-group 
transactions from the Notice’s 
requirements as long as they are 
centrally coordinated. 
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 Feedback from Respondents MAS’ Response  

14. One respondent asked if the Notice’s 
requirements apply to transactions 
between a foreign bank branch and its 
head office which are not booked in 
the books of the branch’s Singapore 
operations.  

The RPT requirements in the Notice only 
apply to transactions between a foreign 
bank branch and its head office which are 
booked in the books of the branch’s 
Singapore operations.  

15. One respondent sought to clarify if, 
for banks incorporated outside 
Singapore, it is MAS’ intention for the 
Notice’s requirements to apply only to 
transactions booked in Singapore. 

MAS intends the Notice’s requirements 
to apply not only to transactions booked 
in Singapore; but to transactions in the 
books of the branch’s Singapore 
operations between related parties and 
(i) the branch; and (ii) entities in the 
branch’s bank group as defined in the 
Notice. 

16. One respondent asked if the Notice’s 
requirements apply to agreements 
between a branch in Singapore’s 
parent entity and another related 
party, wherein the Singapore branch 
is one of the beneficiaries but has no 
control over the said agreement. The 
respondent clarified that the branch 
in Singapore does not pay the related 
party pursuant to the agreement, and 
it is the parent entity who pays the 
related party. 

As stated in paragraph 3.2, MAS will 
exclude intra-group transactions from 
the Notice’s requirements as long as they 
are centrally coordinated. 

17. One respondent asked if a loan 
renewal (with increase in exposure) 
will be considered a “transaction”. 

Yes, a loan renewal will be considered a 
transaction.  

18. One respondent sought to clarify if 
the limbs of the paragraph entitled 
“Excluded Related Party 
Transactions” should be read 
conjunctively (“and”) or disjunctively 
(“or”). 

The limbs should be read disjunctively.  

19. Some respondents suggested that 
intra-group expense write-offs be 
excluded from the Notice’s 
requirements. 

Intra-group expense write-offs will not 
be excluded. MAS is of the view that 
write-offs are by nature non-routine and 
pose higher RPT risk. As write-offs should 
be few, subjecting them to the RPT 
requirements in the Notice should not 
impose too great an operational burden. 
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 Feedback from Respondents MAS’ Response  

20. One respondent requested that the 
requirement to approve RPT policies 
be removed in relation to policies 
established by the head office of a 
bank incorporated outside Singapore, 
as the authorised person will typically 
not have the authority to approve 
such policies. 

MAS notes this and has amended the 
Notice to require only the regular review 
of the bank’s policies on RPTs. 
 
If the head office will not authorise the 
authorised person to approve such 
policies, it remains the authorised 
person’s responsibility to review it 
regularly and to initiate revisions where 
necessary.   

21. With respect to paragraph 8(d) of the 
Jan 2016 Draft Notice, one 
respondent noted that when a third 
party fails to meet its obligations, the 
bank may incur loss. The respondent 
sought to clarify how “failing to meet 
any of its obligations” could be related 
to “setting out the materiality 
thresholds for non-exposure RPTs”.  

The equivalent of paragraph 8(d) has 
been rephrased in the revised Notice. 
Non-exposure transactions are now 
described as transactions in which “no 
exposure arises”. Examples of non-
exposure transactions are provided in 
sub-paragraph (b) in the definition of 
“transaction”. 

22. One respondent requested 
clarification on the meaning of “likely 
breach” in paragraph 8(i) of the Jan 
2016 Draft Notice. 

The phrase “likely breach” has been 
removed from the revised Notice. 
 
 
 

23. One respondent asked whether the 
requirement that all directors, senior 
management and substantial 
shareholders of the bank make annual 
declarations of all persons whose 
interests may conflict with those of 
the bank (as per paragraph 18 of the 
revised Notice) applies to the parent 
company of the Singapore branch of 
the foreign bank, where the parent 
company is incorporated or situated 
outside Singapore. 

No, it does not. Only a locally 
incorporated bank needs to treat a 
substantial shareholder of the bank as a 
related party. 
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 Feedback from Respondents MAS’ Response  

24. One respondent asked what 
constitutes “due care” in a bank’s 
determination of persons in its 
related party groups, and 
identification of 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 (see paragraph 17 of the 
revised Notice), over and above 
reliance on the banks’ directors’ 
declarations. 

As stated in paragraph 19 of the revised 
Notice, a bank is 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 17.  Thus, 
over and above reliance on the banks’ 
directors’ declarations, the bank is 
expected to consider with due care such 
other information as may come to its 
attention to identify its related parties. 

25. One respondent asked if paragraph 14 
of the Jan 2016 Draft Notice could be 
rephrased to state that declarations 
only have to be in terms of parties 
related to the individual, rather than 
for “all persons whose interests may 
conflict with that of the bank”, which 
is too onerous. 

A bank must get its directors, senior 
management and substantial 
shareholders to collectively identify all 
persons whose interests may conflict 
with that of the bank. This will help banks 
to identify their related parties, and in 
turn facilitate the monitoring of RPTs. 

26. One respondent requested that as a 
fully foreign owned locally 
incorporated subsidiary, it be exempt 
from obtaining declarations from its 
substantial shareholders. 

As RPT risks exist between a fully foreign 
owned locally incorporated subsidiary, 
and its substantial shareholders, a fully 
owned locally incorporated subsidiary 
needs to obtain the requisite 
declarations. 

27. One respondent sought to clarify 
whether only individuals have to 
make annual declarations. 

The requirement to make annual 
declarations applies not only to 
individuals, but also to corporate 
entities. 
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 Feedback from Respondents MAS’ Response  

28. One respondent suggested that for an 
existing transaction which became an 
RPT after the last annual declaration, 
a grace period be given to declare it. 

Where an existing transaction becomes 
an RPT after the last annual declaration, 
it should be declared as soon as 
practicable,1  so that the bank can take 
steps to ensure that the transaction 
complies with the Notice’s requirements.  

29. One respondent asked if following the 
bank’s “exceptional handling process” 
as per its RPT policy will be sufficient 
to meet the “independent review” 
requirement. 

If the process meets the requirements 
for independent review set out in the 
Notice (e.g. that the review is undertaken 
by a senior management member of the 
bank, who cannot have an interest in the 
particular transaction), then the 
exceptional handling process will be able 
to meet the independent review 
requirement. 

30. One respondent asked if prior board 
approval is required for transactions 
with related companies which carry 
out support functions for the bank’s 
operations in Singapore. 

As stated in paragraph 3.2, MAS will 
exclude intra-group transactions from 
the Notice’s requirements as long as they 
are centrally coordinated. 

31. With reference to paragraph 19 of the 
Jan 2016 Draft Notice, one 
respondent suggested that RPTs 
entered into before the effective date 
of the Notice, or with a person prior to 
him becoming a related party, be 
excluded from the scope of the 
Notice. The respondent noted that 
this would be consistent with 
paragraph 26 of the Jan 2016 Draft 
Notice.   

The requirement in paragraph 19 of the 
Jan 2016 Draft Notice has been removed.  
 
 

                                                      

 

1  This is in line with the Notice’s requirement (at paragraph 10(h)) that policies and procedures be 
established to identify all related party transactions which the bank  or any entity in its bank group, as the 
case may be, enters into. 
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 Feedback from Respondents MAS’ Response  

32. One respondent asked to clarify 
whether when the board or 
authorised person approved 
transactions under paragraph 18(a) of 
the Jan 2016 Draft Notice, the board 
or authorised person can 
simultaneously approve an increase 
of the materiality threshold, such that 
approval from the board or 
authorised person pursuant to 
paragraph 25(b) will not be necessary. 

If the board’s intention is to increase the 
materiality threshold, it may do so. The 
transaction in question will then not 
require prior board approval (paragraph 
22 of the revised Notice) in the first 
place. Accordingly, approval pursuant to 
paragraph 27(c) of the revised Notice will 
also be unnecessary. 
 

33. In relation to paragraphs 24(a) and (b) 
of the Jan 2016 Notice, one 
respondent asked if a material 
transaction between a bank 
subsidiary and a related party (which 
is not in the bank’s related 
corporation group or financial group) 
does not require prior approval 
pursuant to paragraph 19 of the Jan 
2016 Notice (now paragraph 22 of the 
revised Notice), but a similar 
transaction between the head office 
or branch of the bank and the same 
related party does. 

No, paragraph 26(a) of the amended 
Notice clarifies that for both banks and 
entities in the bank’s bank group, no 
prior board approval is required when 
they enter into transactions with an 
entity in the related corporation group or 
financial group of the bank. 

34. Some respondents sought to clarify if 
“an entity in its related corporation 
group” in paragraph 24(a) of the Jan 
2016 Draft Notice includes the head 
office and other branches of a bank 
incorporated outside Singapore.  

Yes it does. The definition of “related 
corporation group” in the amended 
Notice makes that clear. 

35. Some respondents asked whether “an 
entity in the bank’s group” (in 
paragraph 24(b) of the Jan 2016 Draft 
Notice) includes the bank in 
Singapore. 

It does not. The amended definition of 
“bank group” clarifies that. 
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 Feedback from Respondents MAS’ Response  

36. In relation to paragraph 24(c) of the 
Jan 2016 Draft Notice, one 
respondent asked if it can be 
exempted from establishing the 
Notice’s policies and procedures if it 
confirms that all its non-exposure 
transactions are rendered on 
standard terms and conditions, or on 
terms and conditions which it does 
not determine. 

No. Non-exposure transactions will be 
exempt from prior board approval if they 
are on standard terms and conditions or 
on terms and conditions which the bank 
does not determine, but those 
transactions must still be conducted at 
arm’s length and remain subject to the 
bank’s policies and procedures 
established pursuant to the Notice. 

37. One respondent sought clarification 
on whether the materiality and/or 
nominal thresholds can be set on an 
accumulative basis; and if so, whether 
accumulation will be on a yearly basis, 
with the banks resetting the 
thresholds annually. 

As stated in the Notice, it is for the bank 
to establish the materiality and nominal 
thresholds. MAS will leave it to the bank 
to decide how the thresholds should be 
set (including whether and how to set 
them on an accumulative basis). 

38. One respondent sought clarification 
on whether there is a need to set 
separate materiality thresholds for 
non-exposure RPTs for different 
related parties and related party 
groups 

That is not necessary. Materiality 
thresholds for non-exposure RPTs should 
be set for each type of non-exposure 
transaction with a related party (see 
paragraph 20(b) of the revised Notice). 

39. With respect to paragraph 24 of the 
Jan 2016 Draft Notice, one 
respondent asked if “brokerage 
services, custody services and the sale 
of investment product by the banks” 
are new requirements. If so, the 
respondent also asked whether 
“investment products” has the same 
meaning as under the Financial 
Advisers Act. 

As stated in paragraph 24 of the Jan 2016 
Draft Notice, the types of transactions 
listed are examples of the types of non-
exposure transactions that will be 
exempt from the requirement for prior 
board approval.  

40. One respondent asked if “sale or 
purchase” in the definition of 
“transaction” is equivalent to “assets 
sales and purchases” as specified in 
the previous consultation paper. 

Yes, “sale and purchase” in the definition 
of “transaction” has the same meaning 
as “assets sales and purchase”, which 
was the phrase used in paragraph 2.1 of 
the December 2013 Consultation Paper. 

41. Some respondents suggested that 
paragraph 25(b) of the Jan 2016 Draft 
Notice be amended to state “the date 
of the approval or the date of the 
most recent increase (whichever is 
later)”. 

MAS agrees with this suggestion. The 
revised Notice has been amended in line 
with it. 
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 Feedback from Respondents MAS’ Response  

42. Some respondents requested 
clarification on whether paragraph 
25(b) of the Jan 2016 Draft Notice 
applied to transactions pre-approved 
under paragraph 23 of the same. If so, 
the respondents suggested that the 
Notice be amended to make that 
clear, and to clarify that the date the 
transaction is entered into should be 
regarded as the “approval” date for 
the purposes of paragraph 25(b). 

MAS agrees with this suggestion. The 
revised Notice has been amended in line 
with it. 

43. Some respondents requested that 
where an existing exposure has been 
increased by 5% or more within 12 
months, but the final exposure is still 
below the materiality threshold, no 
approval be required (under 
paragraph 25(b) of the Jan 2016 Draft 
Notice) for the increase. This might 
happen if between the approval of the 
initial exposure (or the last increase in 
the exposure) and the increase in 
exposure at hand, the 
board/authorised person 
substantially increases the relevant 
materiality threshold. 

The revised Notice will still require 
approval for the increase described in 
such a situation. It will still be prudent for 
the board or authorised person to review 
an increase in an existing exposure that 
takes place not long after the initial 
exposure (or the last increase in the 
exposure). 

44. One respondent suggested that for 
banks incorporated outside 
Singapore, the Notice specify 5% “or a 
similarly conservative threshold 
defined in group policies” to avoid any 
risk of conflict with legal requirements 
in their home jurisdictions. 

A foreign bank branch in Singapore may 
rely on its head office’s policies and 
procedures governing RPTs, provided 
they impose on the bank requirements 
equivalent to (or more stringent than) 
the RPT requirements in the Notice. 
 

45. In relation to paragraph 25 of the Jan 
2016 Draft Notice, one respondent 
sought to clarify the treatment where 
a non-exposure contract is renewed. 

As set out in paragraph 27 of the revised 
Notice, where a non-exposure contract 
that was previously approved by the 
board is renewed within a year, prior 
board approval is not required if there is 
no material change to the terms and 
conditions of the transaction. 



RESPONSE TO FEEDBACK RECEIVED ON   21 November 2016 
RELATED PARTY TRANSACTION REQUIREMENTS FOR BANKS 

 

Monetary Authority of Singapore  31 

 Feedback from Respondents MAS’ Response  

46. In relation to paragraph 25 of the Jan 
2016 Draft Notice, one respondent 
sought to clarify whether “existing 
exposure” refers to the exposure 
approved under paragraph 18, or if it 
refers to any existing exposure to the 
related party group that is not part of 
the transaction referred to under 
paragraph 25, but still forms part of 
the aggregate exposure to the related 
party group. 
 
The respondent also asked if “existing 
exposure” applies on a “per related 
party” basis or on a “per transaction” 
basis. The respondent gave the 
example of a bank with an existing 
exposure to related party A, which 
then enters into another exposure 
transaction which increases the 
bank’s exposure to related party A. 
The respondent asked if this will 
constitute an increase in the bank’s 
“existing exposure” to party A for the 
purpose of paragraph 25(b) of the Jan 
2016 Draft Notice. 

“Existing exposure” in paragraph 25(b) of 
the Jan 2016 Draft Notice referred to an 
exposure that was previously approved 
by the board in accordance with 
paragraph 18 of the Jan 2016 Draft 
Notice. Paragraph 27 of the revised 
Notice has been rephrased to clarify this. 
 
Paragraph 27 of the revised Notice 
applies on a “per-transaction” basis. In 
the example given by the respondent, 
the subsequent exposure transaction 
entered into between the bank and party 
A will not constitute an increase in the 
bank’s exposure to party A for the 
purpose of paragraph 27(c) of the revised 
Notice. 
 
However, if the subsequent exposure 
causes the bank’s aggregate exposure to 
party A to exceed any aggregate material 
threshold set for the bank’s exposure to 
party A, prior approval will be required 
for the subsequent exposure under 
paragraph 22 of the revised Notice. 

47. One respondent sought to clarify that 
where the aggregate materiality 
threshold for a related party group 
has been crossed and approval under 
paragraph 18 of the Jan 2016 Draft 
Notice has been obtained, any 
subsequent increase in existing 
exposure under that related party 
group amounting to less than 5% 
within 12 months from the date of 
approval will not require another 
approval under paragraph 18. 

No. Paragraph 27 of the revised Notice 
(corresponding to paragraph 25 of the 
Jan 2016 Draft Notice) applies on a “per 
transaction” basis. Paragraph 27 of the 
revised Notice applies when an exposure 
in relation to a transaction previously 
approved by the board in accordance 
with paragraphs 22, 25, 27, 29, or 30 is 
sought to be increased. Paragraph 27 of 
the revised Notice does not apply to “any 
subsequent increase in existing exposure 
under that related party group”, as 
stated in the respondent’s query. 
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48. One respondent sought to clarify 
whether paragraphs 8(h) and 25(b) of 
the Jan 2016 draft Notice requires 
banks to identify all existing RPTs. 
Specifically, the respondent asked: 

 Is it MAS’ intention to apply a 
retrospective approach? If so, the 
respondent suggested a one year 
look back period from the 
effective date of the Notice, on 
the basis that transactions will be 
reviewed at renewal or when a 
new transaction is entered into 
after the effective date of Notice 
643. 
 

 Is the bank required to terminate 
or void RPTs which it cannot 
obtain board approval for during 
the retrospective review, as per 
paragraph 28 of the Jan 2016 Draft 
Notice? 

 MAS does not intend to apply a 
retrospective approach. Banks are 
not required to do a blanket review 
of all existing RPTs entered into prior 
to the effective date of the Notice. 
Paragraph 10(h) (corresponding to 
paragraph 8(h) of the Jan 2016 draft 
Notice) only requires banks to 
identify all existing RPTs. Paragraph  
27 of the revised Notice 
(corresponding to paragraph 25 of 
the Jan 2016 Draft Notice) relates to 
future RPTs approved by the board in 
accordance with paragraphs 22, 25, 
27, 29, or 30 of the revised Notice. 
 

 Paragraph 28 of the Jan 2016 Draft 
Notice applies to future RPTs that the 
bank enters into on an urgent basis, 
and does not apply to existing RPTs. 
A bank must notify MAS of RPTs 
coming under paragraph 30 of the 
Notice, which are not subsequently 
approved by the board within a 
month after the bank entered into 
the transaction. 

49. In relation to the proposed 
amendments to Appendices I and II of 
MAS 639A, one respondent asked if 
concurrent changes will be made to 
align it with principle 17 of MAS’ 
Guidelines on Corporate Governance. 

The Guidelines on Corporate Governance 
set out MAS’ general expectations 
regarding financial institutions’ 
treatment of RPTs. MAS 639A sets out 
specifically banks’ reporting 
requirements for RPTs. 
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50. In relation to the proposed Table 2 for 
Appendix 1 to MAS 639A, one 
respondent asked: 
 

 Whether it only applies to 
“Director Groups”. 
 
 

 Under “Facility Type”: 
o Whether the bank can use 

its own description for the 
type of credit facility. 
 

o Whether only credit 
facility types have to be 
specified; while all non-
credit facility types  are to 
be aggregated and 
indicated as "Others" (e.g. 
foreign exchange has to be 
indicated as "Others") 
 

 Under “Collateral Type” and 
“Collateral Amount”, whether the 
bank is to report the details of 
various collateral and collateral 
amounts by counterparty, without 
providing direct relationships 
between credit facilities and 
collateral. 
 

 Under the “Booking of Facility” 
column, how the bank is to report 
exposures for local non-bank 
subsidiaries. 

 
 
 

 Under “Whether counterparty is 
person in limb (d)(i) of definition 
of “director group”, whether the 
bank is to indicate “Yes” or “No” in 
the column according to whether 
the counterparty comes within 
limb (d)(i) of the definition of 

 
 
 
 

 Yes, Table 2 in Appendix 1 to MAS 
639A applies to “Director Groups” 
only. 
 
 

 Yes, under the “Facility Type” 
column, a bank shall indicate the type 
of credit facility granted (as described 
by the bank). 

 All non-credit facility exposures are 
to be indicated as “Others”. 

 
 
 
 
 

 
 

 Yes, the details of the various types of 
collateral and the collateral amounts 
can be aggregated and reported for 
each counterparty. 

 
 
 
 
 

 The “ACU” and “DBU” columns will 
be replaced with an “In Singapore” 
column. Facilities booked locally 
(including exposures of local non-
bank subsidiaries) are to be reported 
in the “In Singapore” column. 

 

 Yes, under “Whether counterparty is 
person in limb (d)(i) of definition of 
“director group”, the bank is to 
indicate “Yes” or “No” in the column 
according to whether the 
counterparty comes within limb (d)(i) 
of the definition of “director group” 
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“director group” in the Fifth 
Schedule of the Banking Act. 

 

in the Fifth Schedule to the Banking 
Act. 

51. One respondent noted that MAS639A 
requires the reporting of exposures to 
“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, employee or person”, but 
such transactions are excluded from 
the scope of the Notice (pursuant to 
paragraph 7(b) of the Notice).  
 
The respondent also stated that 
exposures to be reported under rows 
(a), (b) and (c) of MAS 639A Table 1 
are excluded from the scope of the 
Notice (pursuant to paragraph 7(a) of 
the Notice).  
 
The respondent asked if MAS plans to 
align the requirements in MAS639A 
and MAS 643. 

The rows in Table 1 of MAS639A list 
different types of relationships through 
which a party may be related to a bank. 
Paragraphs 9(a) of the Notice excludes 
certain types of transactions from the 
scope of the Notice. The exclusion of 
certain types of transactions from the 
Notice’s scope does not change how a 
party may be related to the bank, and 
does not affect the list of relationships in 
MAS639A.  
 
Paragraph 9(a) of the Notice does not 
exclude any transactions from the 
reporting requirements under MAS639A. 
For supervisory and monitoring 
purposes, exposure transactions relating 
to remuneration or staff benefits must 
be taken into account when reporting 
the total exposures and credit facilities 
under MAS 639A.       
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52. Some respondents noted that banks 
incorporated outside Singapore need 
not comply with the requirements in 
MAS Notice 639 (other than 
paragraph 14), in respect of exposures 
and credit facilities of an operation of 
an Asian Currency Unit; and that MAS 
proposed not to apply certain 
concentration limits in MAS 639 to 
banks incorporated outside Singapore 
in the “Removing DBU-ACU Divide – 
Implementation Issues” Consultation 
Paper August 2015. The respondents 
asked if ACU exposures may be 
excluded from the Notice, or whether 
ACU exposures of foreign 
incorporated banks need not be 
calculated in accordance with MAS 
639. The respondents further asked if 
foreign incorporated banks may 
adopt different material thresholds 
for ACU and DBU exposures. 

The Notice’s requirements will continue 
to apply to ACU exposures as they pose 
RPT risks notwithstanding that they are 
ACU exposures. 
 
While a bank may adopt different 
materiality thresholds for ACU and DBU 
exposures, it must be able to justify the 
difference in treatment. 

53. One respondent asked if exposures to 
majority-owned subsidiaries will still 
have to be reported under row (g) 
(“the financial group of the bank”) in 
Table 1 of MAS 639A, given that 
majority-owned subsidiaries were to 
be excluded from the scope of the 
Notice. 

Majority-owned subsidiaries will no 
longer be excluded from the banks’ list of 
related parties. Exposures to majority-
owned subsidiaries will still have to be 
reported under row (g) of Table 1 in MAS 
639A Appendix 1. 
 
For the avoidance of doubt, even though 
centrally coordinated intra-group 
transactions are to be excluded from the 
scope of the Notice, such intra-group 
exposure transactions  will still have to 
be reported in MAS 639A for supervisory 
and monitoring purposes. 
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54. In relation to Table 2 in Appendix 1 of 
MAS 639A, one respondent asked: 

 Should the reporting be done at 
counterparty level? 

 For secured facilities, should the 
“Collateral Amount” column 
feature the aggregated exposures 
amount at counterparty level 
(instead of the full collateral 
amount)? 

 Where a few facilities are 
supported by a common 
collateral, is the collateral to be 
apportioned between the 
facilities?  

 
 

 Yes, the reporting should be done at 
counterparty level. 

 The value of the existing perfected 
collateral should be reported under 
“Collateral Amount”. 

 
 
 

 Yes, where a few facilities are 
supported by a common collateral, 
the collateral should be apportioned 
among the facilities. 

55. One respondent enquired if it is the 
Authority’s intention to adopt the 
Standardised Approach for measuring 
Counterparty Credit Risk (“SA-CCR”) 
as the Pre-settlement Credit Exposure 
measurement for MAS Notice 
639/639A in the future. 

MAS intends to review MAS Notice 639 
to implement the supervisory framework 
for measuring and controlling large 
exposures, published by the Basel 
Committee on Banking Supervision in 
April 2014. MAS will publish a 
consultation paper in due course. 
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Annex C 

SUBMISSION FROM RESPONDENTS TO THE CONSULTATION ON 
RELATED PARTY TRANSACTION REQUIREMENTS FOR BANKS2 

 
S/N Respondent  Responses from Respondent 

1.  Association 
of Banks in 
Singapore 

The ABS would like to thank MAS for having considered the 
industry’s feedback to the earlier Consultation Papers on the same 
topic.  While the January 2016 Consultation Paper has addressed 
some of the industry’s concerns, there are still clarifications of the 
provisions and its application. 

We appreciate MAS’ retention of the exclusion of transactions with 
majority owned subsidiaries from the Notice requirements as 
“operational and financial interactions…are generally intertwined, 
the risks of conflict are low” (MAS feedback p7). However, given this 
is even more the case for inter-branch transactions, we would like 
to confirm whether, for a bank incorporated outside of Singapore 
(including head office and parent company where it is the same legal 
entity as the branch in Singapore), the exclusion would apply to 
transactions between the branch in Singapore and other branches 
of the bank outside Singapore and for the Singapore incorporated 
bank subsidiary.  

With regards to the implementation timeline, we would like to 
propose 18 months from the date of the Notice issuance to give 
banks sufficient time to calibrate their systems as there are currently 
a number of projects running parallel for implementation. 

We have also attached for your consideration, the comments 
received from some of our Working Group members.  
[Please refer to the supplement to Annex C for these comments — 
available here: 
<http://www.mas.gov.sg/~/media/MAS/News%20and%20Publicati
ons/Consultation%20Papers/Annex%20C%20Supplement%20%20F
eedback%20Received_RPT%20Consultation.pdf>.] 
 

2.  BNP Paribas 1) Audit checks 

                                                      

 

2 We have not published feedback where (i) respondents had requested that their submissions be made 
confidential, and (ii) the feedback pertains to confidential bilateral exchanges between MAS and the 
respondents. 

http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
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We would like to clarify if such checks as required under the draft 
notice may be conducted by any independent control unit, such 
as permanent control department or internal audit department. 

2) Definition of related parties 

a) Under the draft MAS Notice 643 (the “Notice”), “related 
corporation group” in relation to a bank in Singapore is 
defined as its head office, its branches, and all related 
corporations of the bank.  

We would like to clarify if the term “its branches” is with 
reference to the branches of the head office, i.e. whether 
sister branches of the Singapore branch fall under the 
definition of “related corporation group”. 

b) Under the response to feedback received (dated 25 January 
2016), we note that “majority-owned subsidiaries” will be 
excluded from the definition of related parties. It appears 
that “majority-owned subsidiaries” could continue to be 
caught under the definition of related parties in the 
definition under the draft Notice. 

3) Definition of related party group 

Under the draft Notice, “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. 

Where, for example, the bank’s director group comprises 
persons A, B, C & D, does the bank have the discretion to classify 
persons A&B as 1 related party group, and persons C&D as 
another related party group, for purposes of setting aggregated 
materiality thresholds under 16(a) of the draft Notice. 

4) Definition of transaction 

Is a loan renewal (with increase in exposure) considered a 
transaction? 

5) Transactions booked in Singapore 

Under the response to feedback received (dated 25 January 
2016), we note that only transactions booked in the books of 
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Singapore operations will be subject to the requirements. May 
we clarify if this refers to transactions booked either in the 
balance sheet and/or the profit & loss statement of the 
Singapore operations? 

6) Paragraphs 14 & 15 of the draft Notice 

We refer to the last sentence of Paragraph 15 of the draft Notice, 
“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.” 

We wish to clarify if this sentence is meant instead, for 
Paragraph 14 of the draft Notice. 

7) Paragraph 16(b) of the draft Notice 

We wish to clarify if there is a need to set separate materiality 
thresholds for non-exposure related party transactions, by 
related party or related party group. 

8) Paragraph 24(b) of the draft Notice 

We wish to clarify if the “and” condition spelt out at the end of 
the sub-paragraph should be an “or” instead. 

9) Paragraph 25(b) of the draft Notice 

a) We wish to clarify if the term “existing exposure” refers to 
the exposure as a result of the transaction (referred to under 
Paragraph 25) approved under Paragraph 18, or does it refer 
to any existing exposure under the related party group that 
is not part of the transaction referred to under Paragraph 25 
but which nonetheless forms part of the aggregated 
exposure for the related party group?  

In addition, should “existing exposure” be viewed by related 
party basis or by transaction basis? For example, the Bank 
may have an existing exposure to related party A, and is 
entering into another exposure transaction which would 
result in an increase in the Bank’s exposure to related party 
A. Will such a transaction be considered as an increase in 
“existing exposure”?  
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b) We wish to clarify if this means that where the aggregated 
materiality threshold for a related party group had been 
crossed and approval under Paragraph 18 had been 
obtained, any subsequent increase in existing exposure 
under that related party group amounting to less than 5% 
within 12 months from the date of approval would not 
require another approval under Paragraph 18? 

c) We also wish to clarify if an increase in existing exposure of 
more than 5% after 12 months from the date of approval 
would require any prior approvals under Paragraph 18? 

10) Transition period 

We wish to highlight that an appropriate transition period 
should be provided as there may need for system enhancements 
on top of process enhancements that are required before banks 
can comply effectively with the requirements. 

 

3.  Bank of 
Tokyo-
Mitsubishi 
UFJ, Ltd 

Please refer to the supplement to Annex C for this submission — 
available here: 
<http://www.mas.gov.sg/~/media/MAS/News%20and%20Publicati
ons/Consultation%20Papers/Annex%20C%20Supplement%20%20F
eedback%20Received_RPT%20Consultation.pdf>. 
 

4.  Citibank Please refer to the supplement to Annex C for this submission — 
available here: 
<http://www.mas.gov.sg/~/media/MAS/News%20and%20Publicati
ons/Consultation%20Papers/Annex%20C%20Supplement%20%20F
eedback%20Received_RPT%20Consultation.pdf>. 
 

5.  Deutsche 
Bank AG 
Singapore 

Please refer to the supplement to Annex C for this submission — 
available here: 
<http://www.mas.gov.sg/~/media/MAS/News%20and%20Publicati
ons/Consultation%20Papers/Annex%20C%20Supplement%20%20F
eedback%20Received_RPT%20Consultation.pdf>. 
 

6.  ING Bank 
N.V. 

Based on the latest draft notice, we appreciate the various changes 
that MAS had considered and implemented in the notice. We would 
like to request for additional clarity on two points: 

1. The draft notice had included a definition for “related 
corporation group”, which includes HO, branches and all the 
other related corporations of the bank. The Companies Act 

http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
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had a different definition with regard to related 
corporations. In the context of ING Bank N.V., which 
operates a branch in Singapore, could the MAS confirm that 
it is the intention of the authority to include within scope a) 
transactions conducted between ING Bank N.V., Singapore 
branch and head office and b) transactions conducted 
between the Singapore ING Bank N.V., Singapore branch and 
other overseas branches of ING Bank N.V.?; 

2. Under paragraph 8b, the MAS had stated that banks 
should have policies to ensure that every RPT is based on 
terms and conditions that are not more favorable than a 
similar transaction with a non-related party under similar 
circumstances. In the context of ING Bank N.V., Singapore 
branch, we rely on head office’s support and systems, 
governed under outsourcing agreements. On account of the 
synergies and complexity of the multitude of 
systems/processes supported by head office, these could not 
conceivably be outsourced to external service providers on 
similar terms and conditions. Could the MAS confirm if it is 
the intention of the authority to include such HO support as 
related party transactions? 

 
Lastly, as there could potentially be significant changes required to 
systems and processes, we would like to request for an 
implementation timeline of 18 months from the issuance of the 
notice.  

7.  Mizuho 
Bank Ltd 

 

1. Scope of Application of the Related Party Transaction (“RPT”) 
Requirements 
 
Being a branch of a bank incorporated overseas, we have various 
arrangements within the group. We would therefore like to seek 
clarification to the following transactions: 
 
a) Transaction between our bank (i.e. Singapore branch) and 
another branch of our Head Office; 
b) Transaction between our bank and a subsidiary of Head Office; 
c) Transaction between our bank and a subsidiary of our Holding 
Company (i.e. parent company of our Head Office) 
 
On the basis that none of such companies are reflected as an 
investment in the books of Singapore branch, we are of view that 
the above transactions do not amount to related party transactions 
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as the companies do not fall under the scope of “related corporation 
group”. 
 
2. Related Party Transaction Requiring Prior Approval of the Board 
 
(i) With reference to the draft revised Notice, it is noted that, as 
currently drafted, paragraph 18 is subject to paragraphs 23 and 27; 
there is however no mention of paragraph 24. Since the prior 
approval of the board is not required where the circumstances/ 
events described in paragraph 24 apply, we would therefore suggest 
that, for clarity, the opening sentence in paragraph 18 be amended 
to read as follows: 
 

"Subject to paragraphs 23, 24 and 27, ...." 
 

(ii) With reference to limbs (a), (b) and (c) in paragraph 24, it is noted 
that the current drafting indicates that the 3 limbs are to be read 
conjunctive, as the word "and" appears at the end of limb (b). We 
think that the 3 circumstances/ events described in paragraph 24 
should apply separately - i.e. if any one of the circumstances/ events 
applies, then the prior approval of the board is not required. As such, 
the word "and" should be replaced with 
"or". 
 
3. Implementation Timeline 
 
Although we currently already have in place an internal arm’s length 
rule, we anticipate that a longer implementation period of 24 
months will be needed as the requirements of Notice 643 (such as 
the setting of materiality thresholds) are not straight forward and 
would therefore require much time for deliberation. 
 
 

8.  Standard 
Chartered 
Bank 

Please refer to the supplement to Annex C for this submission — 
available here: 
<http://www.mas.gov.sg/~/media/MAS/News%20and%20Publicati
ons/Consultation%20Papers/Annex%20C%20Supplement%20%20F
eedback%20Received_RPT%20Consultation.pdf>. 
 

9.  State Street 
Bank and 
Trust 
Company 

Please refer to the supplement to Annex C for this submission — 
available here: 
<http://www.mas.gov.sg/~/media/MAS/News%20and%20Publicati
ons/Consultation%20Papers/Annex%20C%20Supplement%20%20F
eedback%20Received_RPT%20Consultation.pdf>. 

http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20C%20Supplement%20%20Feedback%20Received_RPT%20Consultation.pdf
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10.  Sumitomo 
Mitsui 
Banking 
Corporation 

We wish to seek clarification on the following: 
 
1.        Identification of Related Parties 
 
We understand that the directors, senior management and 
substantial shareholders of the bank would be required to make 
annual declarations to the authorised person as to persons in their 
respective groups whose interests may conflict with those of the 
bank, and the related party group such persons belong to. 
 
We would like to clarify whether this would apply to the parent 
company incorporated or situated outside Singapore of the 
Singapore branch of a foreign bank. 
 
2.        Related Party Transactions Requiring Prior Approval of the 
Board 
 
We understand that approval by either a ¾ majority of the bank’s 
board of directors or the authorised person of the bank will be 
required before the bank enters into a related party transaction that 
crosses the relevant materiality threshold. 
 
We also understand that approval is not required for certain 
transactions between entities in the bank group. 
 
We seek your clarification on whether this requirement of approval 
extends to transactions and agreements with related companies 
which on an ongoing basis carries out support functions for the 
bank’s operations in Singapore 

11.  Svenska 
Handelsban
ken AB 

 "Authorised Person" - As the Consultation Paper did not specify 
who the Authorised person should be, the bank is thinking of 
appointing the Branch Manager to be the Authorised Person. 
However, this will cause conflicts of interest as the Branch 
Manager is part of the Senior Management Group. Will MAS 
consider providing some guidance on this. 
 

 Appendix II Explanatory Notes: General Section 1 - A bank shall 
report all its exposures and credit facilities in Singapore 
dollars.  Where the transaction does not ... using the currency 
conversion rates at the Authority's Internet website..."  MAS 649 
is using the Branch's internal rates while MAS 610's consultation 
paper is proposing to use the Branch's internal rates.  Can MAS 
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consider to use internal rates for MAS639A reporting to align to 
the other Notices? 

 

 Appendix II Explanatory Notes: General Does MAS want to 
consider submission of MAS639A on a branch level, instead of 
on ACU and DBU level.  This is in view of the Consultation Paper 
on Removing the DBU-ACU Divide - Implementation Issues.  

 

12.  Respondent 
A 

Query 1) 

We wish to seek clarification for a bank incorporated outside 
Singapore. Given that the Singapore branch is the same legal entity 
as our Head Office/Parent Bank (outside Singapore), can we confirm 
that transactions with our head office (e.g. intra group outsourcing) 
are not deemed to be RPTs. 

E.g. outsourcing service back to Head Office will have no monetary 
dollar value due to the above stated premise of one and the same 
legal entity. 

Query 2) 

We wish to seek clarification for a bank incorporated outside 
Singapore and have no balance sheet, as there is no direct payment 
of monies from the branch in Singapore to any related corporation 
group, i.e. the relationship is ultimately owned and payment of 
funds made by the parent entity. On this premise, the Singapore 
branch shall be exempted from Notice 643 also on the basis that 

• The agreement is made directly between the parent entity and 
the related party with the Singapore entity being one of the 
beneficiaries but having no control over the relationship; and/or 

• The transaction is not reflected in the books of the Singapore 
branch. 

Query 3) 

If the bank can confirm that all its transactions which are not caught 
as exposures under the Banking Act (“non-exposure transactions”) 
as they 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 
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the transaction), the bank can be exempt from establishing policies 
and procedures as prescribed in the Notice. 

Query 4) 

We wish to seek confirmation from the MAS in regards to exempt 
RPTs specifically - intra-group transactions and certain non-
exposures, regarding the need to monitor and review them when 
they are conducted at arm’s length and booked in head office- they 
shall be exempted from the Notice 643 requirements. 

Query 5) 

We wish to confirm that there is no change to the perspective that 
intercompany transfer pricing will still be deemed as ‘exempt 
exposures’. 
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