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FREQUENTLY ASKED QUESTIONS 
 

1 SF(FMR)R 
 

(A) Aggregate Indebtedness 
 
Q1: Where a Capital Markets Services licensee (“CMSL”) receives cash collateral to reduce 
credit/settlement risk for a transaction, the payable to the counterparty results in an 
increase in the CMSL’s total liabilities. Can the CMSL deduct the payable to the counterparty 
from its total liabilities in determining aggregate indebtedness even if the amount of 
collateral received exceeds the amount due arising from the transaction?  
 
A1: In accordance with the definition of "aggregate indebtedness" under regulation 2 of the 
SF(FMR)R, any amount payable to a customer of the CMSL in connection with moneys or 
assets received on account of the customer and maintained in a trust account may be 
deducted from the CMSL's aggregate indebtedness. Consistent with this, if the cash collateral 
is received on account of the customer and maintained in a trust account, it may be wholly 
deducted in computing the CMSL’s aggregate indebtedness.  

 
(B) Financial Resources  
 
Q2: Why is there a 90-day limit in relation to the inclusion of qualifying subordinated loans 
in the CMSL’s financial resources?  
 
A2: As qualifying subordinated loans are a form of debt with less loss absorbing capability, 
they are recognised as financial resources only on a temporary basis (i.e. subject to a limit of 
90 days). This also serves to increase the quality of capital maintained by CMSLs to meet 
regulatory capital requirements.   
 
Q3: Should the 90 days in relation to the temporary inclusion of qualifying subordinated 
loans in financial resources be computed on a calendar year or a rolling 12 month basis? 

 
A3: The determination should be performed on a calendar year basis, where the aggregate of 
all the temporary periods during which qualifying subordinated loans are included in the 
CMSL’s financial resources in each calendar year does not exceed 90 days. This is set out in 
regulation 2A(4) of the SF(FMR)R.  
 
Q4: Why is there a limit in the amount of paid-up irredeemable and cumulative preference 
share capital as well as paid-up redeemable preference share capital that can be recognised 
as the CMSL’s financial resources?  
 
A4: As such preference share capital have lower loss absorption capability than base capital, 
the inclusion of such preference share capital as financial resources is subject to an aggregate 
limit of 100% of base capital.    
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(C) Margin Requirements 
 
Q5: Are CMSLs still required to report under-margined accounts to the MAS even though 
the approved exchanges may not require this reporting? 
 
A5: Regardless of practices by approved exchanges, for MAS’ monitoring purposes and to 
facilitate our engagement with CMSLs to ensure that they have in place internal controls and 
systems to monitor and address credit risks in a timely manner, we will continue to require 
this reporting. 
 
Q6: Why are there differences in the minimum margin requirements for CFDs with non-
guaranteed stop-loss features and CFDs with guaranteed stop-loss features given that both 
CFDs have stop-losses features? 
 
A6: The margin requirements for CFDs with non-guaranteed stop-loss features take into 
account the risk of price slippage which investors are exposed to in the non-guaranteed stop-
loss. This is unlike a guaranteed stop-loss where the maximum loss is predetermined by 
investors.     
 
Q7: How do I determine “debit balance x A/ B” within the definition of “margin exposure” 
in regulation 24 of the SF(FMR)R? 
 
A7: Debit balance is defined in regulation 24(6) of the SF(FMR)R, and refers to the total 
amount owing by the customer in his margin account, including amounts to be financed by 
the CMSL and all commission charges, interest and other related expenses. It should be 
computed as the aggregate amount owing by the customer across all specified products in his 
margin account.   
 
To illustrate, where there are 3 specified products in a customer’s margin account, the margin 
exposure for the account is computed as 600:  
 

Product Aggregated 
Debit 
Balance  

Market 
value1 
(A)  

Aggregate 
market 
value2 (B= 
A1 + A2 + 
A3)  

Margin Exposure 
(Debit balance x 
A/B) 

X (Specified 
product on an 
approved 
exchange) 

600  250  800   188  

Y  300  225  

Z  250  188  

Margin exposure for the account  
 

600 

1 A is the current market value of each specified product bought or carried, or deposited as collateral, in the 

margin account. 
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2 B is the aggregate of the current market value of all specified products bought or carried in the margin account, 

and the current market value of all specified products deposited as collateral in the margin account. 

 
The computation of “debit balance x A/B” is meant to facilitate the CMSL’s compliance with 

regulation 24(3)(b), where margin exposure in respect of specified securities quoted on an 

approved exchange is excluded. In the example above, the margin exposure under regulation 

24(3)(b) will be 413 (i.e. 225 + 188) as the margin exposure arising from product X is excluded.   

 
On the other hand, the total margin exposure of 600 should be used for the purpose of 
compliance with regulation 24(3)(a).  

 

(D) Classification in Forms required under Regulation 27 of the SF(FMR)R 
 

Q8: How should the CMSL report security deposits that are placed with MAS in Forms 1 and 
2? 
 
A8: The CMSL should classify security deposits that are placed with MAS as “other non-current 
assets” in Form 1. A CMSL other than those referred to in paragraph 3.2.1 of SFA 04-N13 
should deduct security deposits from Financial Resources as “other non-current assets” in 
Form 2 in accordance with paragraph 3.2.3(i) of SFA 04-N13.  
 

2 SFA 04-N13 
(A) Financial Resources  
 

Q9: Under paragraph 3.2.2 and 3.2.3 of SFA 04-N13, charged assets are required to be 
deducted from financial resources. Why do CMSLs have to make such a deduction when 
legal title to the assets is still held by the CMSLs? Can CMSLs rely on the exceptions provided 
under paragraph 3.2.2(d)(iii) and paragraph 3.2.3(d)(iii) of SFA 04-N13 in a scenario where 
a CMSL uses its on-balance sheet bond or equity securities to meet margin requirements of 
an exchange / broker (instead of placing cash)? Must CMSLs obtain approval from MAS to 
rely on the exceptions under paragraph 3.2.2(d) and paragraph 3.2.3(d) of SFA 04-N13?  
 
A9: Although the CMSL holds the legal title to the charged assets, these charged assets are 
required to be deducted from financial resources as an illiquidity adjustment. As the charged 
assets are provided to counterparties as collateral, they are encumbered and not available 
for use by the CMSL.  
 
Nonetheless, paragraph 3.2.2(d)(i) to (iii) and paragraph 3.2.3(d)(i) to (iii) of SFA 04-N13 allow 
for exceptions from making such a deduction. Specifically, under paragraph 3.2.2(d)(iii) and 
paragraph 3.2.3(d)(iii) of SFA 04-N13, the CMSL is not required to make the deduction where 
the charged assets are provided as collateral for a transaction for which the CMSL is required 
to calculate a counterparty risk requirement. Similarly, in the scenario where the CMSL’s 
charged assets are used to meet the margin requirements of an exchange or broker, and the 
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CMSL is required to calculate a counterparty risk requirement for the transaction, the CMSL 
is not required to make the deduction from financial resources.   
 
CMSLs do not have to seek approval prior to relying on the exceptions provided in paragraph 
3.2.2(d)(i) to (iii) and paragraph 3.2.3(d)(i) to (iii) of SFA 04-N13.  
 

Q10: For the purpose of calculating base capital and financial resources, should interim 
unappropriated profit/ loss be calculated and reported on a net basis?  
 
A10: Yes, the interim unappropriated profit/loss should be computed on a net basis. This 
means that where there’s a net interim loss for the period, it should be deducted from base 
capital and where there’s a net interim profit for the period, it should be added to financial 
resources.   
 

(B) Counterparty Risk Requirement 
 
Q11: In a situation where there is a prior agreement between a CMSL and its counterparty 
on an extended trade settlement date (e.g. extension from T+2 to T+4) for a purchase or 
sale contract for a delivery-versus-payment transaction, would this be considered as an 
overdue trade under paragraph 5.2.3 of SFA 04-N13?    
 
A11: For an over-the-counter transaction, it will not be considered as an overdue trade if 
there is a prior contractual agreement for the extension in settlement date. For an exchange-
traded transaction, it will be considered overdue if it remains unpaid at the end of or after 
the settlement date set by the exchange.   
 
Q12: With reference to paragraph 5.2.23(b) of SFA 04-N13, does "from the day the margin 
call is made" refer to the day that the margin call is issued by the CSML or the day that the 
margin call is incurred due to changes in market value?  
 
A12: Margin calls should be issued as soon as practicable when the market value of the 
collateral deposited in a customer’s account falls below the minimum margins required to 
support the positions or transactions in the customer’s account. Counterparty exposure 
should be computed in accordance with paragraphs 5.2.23 to 5.2.25 of SFA04-N13 from the 
day on which the margin call is issued to the customer.  
 

Q13: Under paragraph 5.2.41 of SFA 04-N13, a CMSL which has obtained a commitment 
from a counterparty to sub-underwrite, to accept placement of or subscribe to specified 
products shall calculate a counterparty exposure as  100% of the excess of any amount that 
remains unpaid by the counterparty over the current market value of the specified products. 
What is the value that should be used if there is no market value yet for the specified 
product?   
 
A13: Market value should be taken as zero if there is no market value. 
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Q14: For purpose of assigning counterparty risk weights, are CMSLs allowed to assign a 
credit quality grade to their counterparties based on their internal models? 
 
A14: The use of internal models is not permitted for the calculation of counterparty risk 
requirement for CMSLs to ensure that measurement of risks is applied consistently across 
CMSLs.  
 
Q15: Under Table 5B-7 of Annex 5B of SFA 04-N13, the risk weight for counterparty 
exposure to a corporate entity with credit quality grade 5 or 6 is higher (at 150%) than that 
for an unrated corporate entity (100%). In instances where the credit rating is not readily 
available, should a risk weight of 100% or 150% be applied?  
 
A15: Where the external credit assessment of an entity from a recognised external credit 
assessment institution is not readily available, the CMSL shall treat the entity as unrated and 
apply a risk weight of 100% under paragraph 18 of Annex 5B and Table 5B-7. The CMSL must 
also comply with the exceptions provided in paragraphs 19 and 20 of Annex 5B in determining 
the risk weight to be applied to a corporate entity.  
 
Q16: What are the counterparty risk requirements in relation to margin balances for 
exchange-traded derivatives placed by the CMSL with a broker for transactions carried out 
for its own account? 
 
A16: The CMSL shall apply either paragraphs 5.2.34 to 5.2.37, or paragraphs 5.2.45 to 5.2.46 
of SFA 04-N13, depending on whether the broker is an entity referred to in paragraph 
5.2.34(f).Where collateral pledged by the CMSL is an off-balance sheet instrument, the CMSL 
shall also apply paragraphs 5.2.43 to 5.2.44 of SFA 04-N13. 
 

(C) Operational Risk Requirement  
 
Q17: What are the specific fee and commission expense items that are required to be 
included in fee and commission expenses referred to in paragraph 4.1.4 of SFA 04-N13? 
 
A17: Fee and commission expenses are typically directly related to the transactions from 
which fee and commission income is derived. Fee and commission expenses typically do not 
include service contracts and other expenses which are not directly related to the derivation 
of fee and commission income. When in doubt, the CMSL should check with its auditors 
regarding the determination of fee and commission expenses that may be offset against fee 
income. 
 
Q18: For a new CMSL with only one financial year of annual gross income, how will Average 
Annual Gross Income (“AAGI”) be computed for the purpose of calculating its operational 
risk requirement? 

 
A18:  The CMSL should take the available preceding annual gross incomes for the AAGI 
calculation. If the CMSL has only one financial year of annual gross income, the CMSL should 
take that annual gross income as the AAGI. If the CMSL has annual gross income for two 
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preceding financial years i.e. FY 2017 and FY 2018, the AAGI for FY 2019 should be computed 
as the average of annual gross income for FY 2017 and FY 2018. 
 
Q19: What should constitute as total revenue for a CMSL that operates on a cost-plus model 
where the revenue is a mark-up of almost all expenses except for tax expense and foreign 
exchange losses (e.g. reimbursement of expenses plus 10% mark-up)? Should the total 
revenue be the 10% mark-up, or the sum of the amount reimbursed and 10% mark-up?   
 
A19: Total revenue refers to gross revenue in accordance with the meaning of revenue under 
Singapore Financial Reporting Standard 18 on Revenue. In the example given, the total 
revenue therefore should be sum of the amount reimbursed and 10% mark-up. 
 
Q20: Can cost recoveries (disclosed as Other Income) be deducted from the calculation of 
annual gross income for the purpose of calculating the CMSL’s operational risk requirement? 
 
A20: Cost recoveries (disclosed as Other Income) may only be excluded from the computation 
of annual gross income if they are not derived from the ordinary activities of the CMSL in that 
financial year, and are not expect to recur frequently or regularly in accordance with 
paragraph 4.1.5(b) of the SFA 04-N13. In this regard, cost recoveries, even if not derived from 
the ordinary activities of the CMSL, cannot be excluded from the computation of annual gross 
income if they are expected to recur regularly. 

 

(D) Position Risk Requirement  
 
Q21: For the purpose of calculating debt position risk requirement under the maturity 
method, are positions that have been matched under the maturity band requirement in 
paragraph 6.2.39(d) of SFA 04-N13 required to be included in the positions to be calculated 
under the zone requirement in paragraph 6.2.39(e)(i) of SFA 04-N13? This would result in 
double-counting between the maturity band requirement and the zone requirement.  
 
A21: For purpose of calculating the zone matched amount in paragraph 6.2.39(e)(i) of the SFA 
04-N13, the CMSL should be using unmatched positions from paragraph 6.2.39(d)(i). There is 
thus no double-counting.  
 
Q22: Paragraph 6.2.25 of SFA 04-N13 states that for each position in an equity derivatives 
contract, a CMSL shall derive a notional position in a zero coupon government debt security 
in the currency concerned, which (i) shall have a residual maturity equal to the period up to 
the expiry of the equity derivatives contract; (ii) shall be of a value equal to the current 
market value of the underlying equity position; and (iii) shall be either a long position, in a 
case where the underlying equity position is a short position; or a short position, in a case 
where the underlying equity position is a long position (“Interest-rate add-on”). 

(i) If there is no issuance of zero coupon government debt security in the currency 
concerned, are there any allowable alternatives? Similarly, if there is no 
government debt security with a maturity that matches the remaining duration 
of the equity derivatives contract, are there any allowable alternatives?  

(ii) Does “underlying equity position” refer to the equity derivatives contract or the 
underlying security of the equity derivatives contract? 
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(iii) Can MAS provide guidance on the determination of the long/short position?  
 

A22: (i) The treatment prescribed in paragraph 6.2.25 of SFA 04-N13 for the computation of 
interest rate add-on for equity derivative contracts, does not depend on whether there are 
real life issuances of the corresponding zero coupon government debt security as data is not 
required from any real life issuances for the computation. The CMSL should compute a 
notional position in accordance with the three limbs of paragraph 6.2.25 of SFA 04-N13, and 
either calculate an interest rate position risk requirement using the interest rate add-on basic 
method in paragraph 6.2.26 of SFA 04-N13; or include the notional position in the calculation 
of the debt position risk requirement as:  

• If applying the debt standard method, a notional position in a zero coupon 
government debt security – refer to the “less than 3% coupon” column under Maturity 
Band and “Government Debt Securities” column in Table 6D-1 of Annex 6D in SFA 04-
N13 to determine the position risk factor; or  

• If applying the debt building block method, a notional position in a zero coupon zero-
specific-risk debt security – refer to “not more than 3% coupon” column under 
Maturity Band and the “Debt General Risk Position Risk Factor” column in Table 6D-3 
of Annex 6D in SFA 04-N13 to determine the position risk factor.  

 
(ii) Underlying equity position refers to the underlying security of the equity derivatives 
contract. 
 
(iii) Where a CMSL has a short (long) position in the underlying equity position arising from 
its position in an equity derivatives contract, the corresponding notional position should 
be a long (short) position in a zero coupon government debt security. 

 
Q23: Can the CMSL exclude derivatives, which are entered into for hedging expense 
commitments (e.g. swaps entered into with intercompanies to hedge expense 
commitments to employees arising from deferred compensation programs),  from position 
risk requirement computations?  
 
A23: As long as the CMSL’s derivatives have equity position risk or interest rate position risk, 
the CMSL is required to compute equity position risk requirement or debt position risk 
requirement for the derivatives respectively. The CMSL is however not required to calculate 
a position risk requirement for assets that have been deducted from its financial resources or 
net head office funds. 
 

(E) Total Risk Requirement 
 
Q24: Why are deposits placed with both Singapore and overseas banks, with investment 
grade credit quality i.e. grade 2 instead of 1, not deductible in the CMSL’s computation of 
the asset measure under paragraph 3.3.7 of SFA 04-N13?  
 
A24: Deposits placed with both Singapore and overseas banks, of credit quality grade 2 and 
below, are not allowed to be excluded from the asset measure because such deposits give 
rise to higher counterparty risk. This is consistent with paragraph 13 of Annex 5B of SFA-04-
N13 where only a CMSL’s own moneys deposited with any bank licensed under the Banking 
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Act (Cap. 19) of credit quality grade “1” or any merchant bank of credit quality grade “1” is 
subject to 0% risk weight.  
 
Q25: What are the other types of risk requirements which MAS may impose by notice in 
writing on a CMSL? 
 
A25: MAS may impose a firm-specific risk requirement on a CMSL on a case-by-case basis, 
taking into account factors such as the nature and complexity of the CMSL’s business, risk 
management and control environment of the CMSL and risks that may not be fully addressed 
under the capital requirements.  

 

(F) Others   
 
Q26: For CMSLs licensed to carry out only the regulated activities (or a combination of the 
regulated activities) of fund management, real estate investment trust management, 
advising on corporate finance, providing custodial services, and dealing in capital markets 
products (where the CMSL is a limited-activity CMSL), what is the difference between a 
receivable which is due for settlement within 3 months under paragraph 3.2.2(f)(ii) of SFA 
04-N13, and a receivable owed by a related corporation which is due for settlement within 
3 months and not past due under paragraph 3.3.7(D) of SFA 04-N13?   

A26: For such CMSLs, the receivable referred to in paragraph 3.2.2(f)(ii) of SFA 04-N13 is for 
the purpose of computing financial resources, while the receivable referred to in paragraph 
3.3.7(D) of SFA 04-N13 is for the purpose of computing adjusted assets. All receivables due 
from related corporations which are due for settlement within 3 months are not deducted 
from financial resources in accordance with  paragraph 3.2.2(f)(ii) of SFA 04-N13, whereas all 
receivables owed by a related corporation which are due for settlement within 3 months and 
not past due are deducted from the asset measure (defined in paragraphs 3.3.5 and 3.3.6) in 
accordance with paragraph 3.3.7(D) of SFA 04-N13.  
 

Q27: How should non-cash collateral pledged by a CMSL with a broker or clearing house as 

margins be presented in the supplementary information section of Form 1? 

A27: If the legal title to the pledged non-cash collateral is held by the CMSL, it should be 

included in the supplementary information section of Form 1.  

To illustrate: 

Scenario A: A CMSL receives non-cash collateral pledged by a client for the latter’s 

transaction in futures contracts, and onward pledges the collateral to SGX-DC as part of the 

initial margin requirement. The collateral remains legally owned by the CMSL’s client. 

Scenario B: A CMSL receives non-cash collateral pledged by a client for the latter’s 

transaction in futures contracts, and onward pledges the collateral to SGX-DC as part of the 

initial margin requirement. The title of the collateral has been transferred to the CMSL, and 

the collateral is now legally owned by the CMSL. 
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Scenario C: A CMSL pledges non-cash collateral with another broker for its own 

transactions in futures contracts. The collateral remains legally owned by the CMSL.  

In scenario A, there is no need to report the collateral in Form 1. In Scenario B, the CMSL 

should report the value of the non-cash collateral (X) as below, and in Scenario C, the CMSL 

should report the value of the non-cash collateral (XX) as below: 

Supplementary information  

Value of Corporation’s Assets Pledged  

1 For obligations of the corporation XX 

2 For the benefit of third parties X 

 

Capital Treatment for Government Grants disbursed under the Jobs Support Scheme 

Q28: For grants that are accrued as receivables, and yet to be received from the 
Government, are these receivables deemed as “assets which cannot be converted to cash 
within 30 days” under paragraph 3.2.3(j) of the SFA 04-N13 and thus required to be 
deducted from financial resources?   

A28: For CMSLs licensed to carry out the regulated activities (or a combination of the 
regulated activities) of fund management, real estate investment trust management, advising 
on corporate finance, providing custodial services, and dealing in capital markets products 
(where the CMSL is a limited-activity CMSL), these receivables do not have to be deducted 
from financial resources. 
  
For CMSLs dealing in capital market products which are not limited-activity CMSLs, these 
receivables will have to be deducted from financial resources if not due within the next 30 
days or considered as non-current assets according to Singapore financial accounting 
standards. 
 

Q29: For the accrued receivables in Q28, is there a need to calculate a Counterparty Risk 
Requirement (CRR) or a Position Risk Requirement (PRR)?   

A29: CMSLs do not have to calculate a PRR. 

As for CRR, CMSLs licensed to carry out the regulated activities (or a combination of the 
regulated activities) of fund management, real estate investment trust management, advising 
on corporate finance, providing custodial services, and dealing in capital markets products 
(where the CMSL is a limited-activity CMSL) and whose average adjusted assets do not exceed 
the specified threshold are not required to calculate CRR. The specified threshold is the lower 
of $10 million or 5 times of financial resources. Please refer to paragraph 3.3 of SFA 04-N13 
on the calculation of the threshold. 

All other CMSLs will have to calculate CRR for the portion of the accrued receivables which 
are not deducted from financial resources under A29. The CRR should be calculated in 
accordance with paragraphs 5.2.45 and 5.2.46 of SFA 04-N13, by including 100% of the 
amount of the receivable, and calculating CRR as the product of 8% of the amount receivable, 
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and the appropriate risk weight set out in Annex 5B, which is 0% in the case of the Singapore 
Government.  


