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  October 28, 2014    

 

Via Electronic Mail 

 

Outsourcing Workgroup 

(Attention:  Banking Department II) 

Monetary Authority of Singapore 

10 Shenton Way, MAS Building 

Singapore 079117 

 

Re: Consultation Papers on Notice and Guidelines on Outsourcing 

Management 

 

Dear Ladies and Gentlemen: 

 

 The Investment Adviser Association (IAA) appreciates the opportunity to comment on 

the MAS’s recent consultation papers on a proposed Notice and proposed Guidelines relating to 

the management of outsourcing arrangements by financial institutions.  The IAA is a not-for-

profit US association that represents the interests of investment adviser firms registered with the 

US Securities and Exchange Commission (SEC).  Our membership consists of investment 

advisory firms that manage assets for a wide variety of institutional and individual clients, 

including pension plans, trusts, investment funds, endowments, foundations, and corporations, 

and many of our members have affiliates that are licensed or registered as fund management 

companies in Singapore.
1
 

 

Our comments relate to (1) the proposal of mandatory measures under the Notice rather 

than the Guidelines’ approach of permitting firms to “tailor” the Guidelines to their particular 

circumstances; (2) the potential application of the proposed Notice and Guidelines to outsourcing 

arrangements between fund management companies and their affiliates and other related entities; 

and (3) the proposed requirement in the Notice that a fund management company that uses an 

overseas service provider obtain prescribed written confirmations from the provider’s 

supervisory authority.
2
  In addition, we request at least a one-year transition period following the 

publication of the final Notice and Guidelines to allow fund management companies and other 

financial institutions time to implement the new requirements. 

 

Risk-Based Guidelines More Appropriate Than Mandatory Measures 

 

  We appreciate the MAS’s goals of enhancing risk management practices and ensuring 

that financial institutions manage their outsourcing arrangements prudently.  We respectfully 

                                                           
1
  For more information, please visit our website: www.investmentadviser.org. 

 
2
  Although our comments primarily relate to fund management companies, we note that other types of regulated 

entities would face similar issues under the proposals. 

http://www.investmentadviser.org/
http://www.investmentadviser.org/
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submit, however, that the existing Guidelines follow the proper approach in providing risk-

based recommendations rather than inflexible requirements.  Under the current Guidelines, 

firms are permitted to implement the guidance to the extent and degree “commensurate with 

the nature of risks in, and materiality of, the outsourcing arrangement.”
3
  The adoption of a 

“one size fits all” regime is not appropriate in this context, especially given the broad range of 

financial institutions that would be affected by the proposed Notice.
4
  Accordingly, we 

respectfully recommend that any Notice or revised Guidelines continue to take a risk-based 

approach to oversight of outsourcing arrangements. 

  

Application of Notice and Guidelines to Affiliates and Other Related Parties 

 

 In particular, we request that the MAS reconsider the proposed Notice and Guideline 

provisions that would treat an arrangement between a financial institution and its affiliate or 

other related party as an “outsourcing arrangement.”  Financial institutions and their affiliates 

and other related parties may be separate entities for a variety of corporate, legal and tax 

reasons.  Given their relationships, a financial institution’s service provider agreements with 

affiliates and other related firms do not raise the same risks as contracts with third parties.   

 

For example, the proposed Notice’s requirement of an independent audit of material 

outsourcing arrangements at least every three years
5
 would be inappropriate to arrangements 

with related service providers.  In the case of a fund management company, for example, the 

operational and control risks of related service providers would be easily ascertainable; 

therefore, an independent audit would not be necessary.  Fund management companies 

therefore should be able to take a risk-based approach to determining whether certain audits 

would be necessary, consistent with the current Guidelines.  We therefore request that the 

MAS reconsider the scope of the proposed Notice and Guidelines with respect to this and 

other standards as they apply to related service providers. 

 

Confirmation by Overseas Service Provider’s Supervisory Authority 

 

 We also urge the MAS to remove the provision in the proposed Notice that would 

require that financial institutions that contract with overseas service providers obtain and 

provide the MAS with certain written confirmations from the supervisory authority of the 

                                                           
3
  Guidelines on Outsourcing at ¶ 2.1.  This provision also appears in the proposed Guidelines. 

  
4
  We note, for example, that the indemnifications that would be required by the proposed Notice at ¶ 5.1(c) would 

not be necessary under most circumstances because liability on the part of the MAS in accessing and inspecting 

service providers would be highly unlikely.  In addition, it may be burdensome and difficult for financial institutions 

to persuade service providers to agree to these types of broad indemnifications. 

 
5
  Proposed Notice on Outsourcing at ¶ 7.1. 
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service provider.  One such required confirmation would be the ability of the MAS and 

independent auditors to access the company’s documents and records stored or processed by 

the service provider.
6
  We submit that the proposed confirmation requirement would subject 

these arrangements to a substantial degree of uncertainty and unduly limit the universe of 

available service providers, given that many supervisory authorities would be unwilling or 

unable to provide such a confirmation.  For example, the SEC is not required to provide its 

registrants with such a confirmation and may not respond to such a request at all, on time, or 

with the appropriate terms; therefore, licensed fund management companies and other 

financial institutions, in effect, could be prohibited entirely from contracting with SEC-

regulated entities. 

 

As an alternative, we suggest that the MAS pursue these objectives through existing 

channels, including memoranda of understanding (MOUs) with its international counterparts.   

The MAS MOU with the SEC and other U.S. financial regulators should provide sufficient 

assurances to the MAS, without the necessity for further confirmations on the part of the U.S. 

regulators.  

 

Transition period for implementation 

 

 The adoption of the proposed Notice and the amended Guidelines could necessitate 

extensive changes in business operations and renegotiation of numerous service provider 

agreements.  We therefore request that the MAS provide at least a one-year transition period 

after publication of the final Notice and Guidelines to allow firms time for implementation. 

 

*          *          * 

 We appreciate the opportunity to provide our views on these issues and would be 

pleased to provide any additional information.  Please contact the undersigned at (202) 293-

4222 with any questions regarding these matters. 

 

 

Respectfully submitted, 

 

 

Kathy D. Ireland 

Kathy D. Ireland 

Associate General Counsel 

 

                                                           
6
  Id. at ¶ 9.1. 
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