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1 Preface 

1.1 On 7 March 2018, MAS issued a consultation paper to seek comments on our 
proposed measures to address the risks posed by the use of sign-on incentives in the 
recruitment of financial advisory (“FA”) representatives. This arose from recent episodes 
of large-scale movements of FA representatives from one FA firm to another where 
migrating FA representatives were offered hefty sign-on incentives with sales target 
requirements to join the hiring FA firm. Such recruitment practices drive up costs in the 
industry and heighten the risks of aggressive sales tactics and improper switching of 
insurance policies. The proposed measures were aimed at promoting responsible 
recruitment practices in the FA industry.  

1.2 The consultation closed on 9 April 2018, and MAS would like to thank all 
respondents for their comments. The list of respondents is in Annex A, and their detailed 
submissions are provided in Annex B. 

1.3 MAS has carefully considered all the feedback received, and will incorporate 
them where it has agreed with the feedback. Comments that are of wider interest, 
together with MAS’ responses, are set out in the following sections of this document.  
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2 Proposal 1: Setting reasonable sales targets with a cap for the first 
year 

2.1 Proposal 1 requires that the first year sales targets that are pegged to the sign-
on incentives should not be set higher than the average of the representative’s annual 
achieved sales in the preceding three years. In addition, any increase in subsequent years’ 
sales targets should be set at a reasonable level.  

2.2 There was broad support for the proposal. However, there were mixed responses 
on the duration of the cap. Several respondents suggested for this cap to be extended 
beyond the first year to deter aggressive sales behaviour by representatives. Other 
respondents were of the view that imposing a cap on the first year sales target was 
sufficient as the market conduct risks associated with the use of sign-on incentives in the 
recruitment of representatives should decrease as migrated representatives become 
familiar with the operational processes and products of the new FA firm within the first 
year. Two respondents expressed concerns that setting a cap was overly prescriptive and 
would stifle growth. 

2.3 One respondent sought clarification on the definition of annual achieved sales 
and highlighted operational challenges if there was no standard measure of achieved 
sales.  

2.4 On the factors that should be considered when setting sales targets for the 
second year onwards, respondents provided broadly similar factors as those proposed in 
the consultation paper. Three respondents suggested that the portfolio mix of regular 
premium and single premium policies be considered as a factor when setting sales targets. 
One respondent commented that the proposal would introduce too much subjectivity as 
FA firms may assign different weightages for each factor to their advantage.  

MAS’ Response 

2.5 MAS will proceed with the proposal to implement a cap on the first year sales 
target.  Setting a cap on sales target for the first year should be sufficient for a migrated 
representative to adapt to the new FA firm’s products, operational processes and rebuild 
his client base. As representatives adapt to the new FA firm, it is reasonable to allow for 
moderate growth in sales targets in the subsequent years.  

2.6 Capping the sales targets tied to sign-on incentives does not prevent productive 
representatives from exceeding the sales targets and earning the usual commissions and 
production bonuses. Hence, this measure does not unduly stifle growth or productivity of 
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representatives.  Rather it serves to remove the undue pressure on representatives to hit 
sales targets that are beyond their demonstrated capabilities.   

2.7 MAS acknowledges that FA firms may use different sales metrics to track the 
performance of their representatives. To ensure consistency in the industry, we will 
require FA firms to set the first year sales targets based on First Year Commission (“FYC”) 
or its equivalent1. Based on our consultation with the industry, we note that FA firms issue 
production statements to their representatives which provide a breakdown of their sales 
performance based on metrics such as FYC or its equivalent. Representatives would be 
able to retrieve these production statements from the FA firms’ systems. We expect 
representatives to retain these production statements and provide these to the hiring FA 
firm as documentation of their past achieved sales. FA firms are required to set the sales 
targets based on such documentary evidence. If the hiring FA firm is unable to verify a 
representative’s past achieved sales based on documentary evidence, the hiring FA firm 
can still offer sign-on incentives but it must not set a sales target in the first year. Sales 
targets can be set for subsequent years given that the hiring FA firm would have a 
reference point based on the achieved sales of the representative during the 
representative’s first year at the new FA firm.    

2.8 MAS will proceed with the qualitative factors cited in the consultation paper for 
setting sales targets for the second year onwards as broadly similar factors were 
suggested by the respondents. FA firms are required to calibrate the sales targets and 
explain the basis for any increase in sales targets in the subsequent years, having regard 
to the qualitative factors. These factors should be considered in conjunction with other 
considerations that FA firms may have in setting sales targets. MAS will collect information 
from the industry on the sales targets set, including those from the second year onwards, 
and assess whether the basis for any increase in sales targets is reasonable.  

  

                                                           

 

1 FA firms are expected to demonstrate that any equivalent measure used corresponds to an amount that 
is not higher than the average of the representative’s past three years of annual achieved sales. 
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3 Proposal 2: Spreading sign-on incentives pegged to sales targets 
over a minimum period of 6 years with a cap on the amount to be paid in 
the first year 

3.1 Proposal 2 requires all sign-on incentives tied to sales targets to be paid out over 
a minimum period of six years. The total amount of sign-on incentives payable during the 
first year will be capped at 50% of a representative’s average annual remuneration in the 
preceding three years, with the remaining sign-on incentives paid evenly over the next 
five years or more.  

3.2 The majority of respondents were agreeable to the proposal to spread the 
payment of sign-on incentives over a minimum period of 6 years. Two respondents 
suggested that sign-on incentives should be paid out over a longer period of 10 years. One 
respondent provided feedback that the pay-out period could be shorter depending on the 
amount of sign-on incentives offered to representatives.  

3.3 There was also broad support to cap the first year payment of sign-on incentives 
at 50% of the representative’s average annual income in the preceding three years and to 
spread the remaining payment of sign-on incentives evenly over the remaining 5 or more 
years. A few respondents suggested that the cap in the first year pay-out should be lower 
and a higher percentage of the sign-on incentives should be paid out in the final year of 
the representative’s contractual agreement. This is to incentivise representatives to stay 
longer with their FA firms to provide ongoing after-sales services to their clients. One 
respondent commented that MAS should not impose any cap on the payment of sign-on 
incentives as this matter should be left to the free market.  

3.4 One respondent sought clarification on whether non-monetary incentives would 
be subjected to this proposal. 

MAS’ Response 

3.5 MAS will proceed with the proposal to cap the payment of sign-on incentives in 
the first year and to spread the remaining payment evenly over the next 5 or more years 
to encourage representatives to continue providing after-sales service to their clients for 
a longer period.  

3.6 MAS acknowledges a few respondents’ preference for the payment of sign-on 
incentives to be spread over a longer period of 10 years. Based on current industry trends, 
representatives who receive sign-on incentives are typically required to remain with the 
hiring FA firm for about 4 to 5 years. As such, a minimum period of 6 years for the 
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spreading of sign-on incentives is a reasonable period. This period is also aligned with the 
current rule on spreading and capping of commissions which requires FA firms to spread 
the payment of commissions of a relevant life policy2 over a minimum period of 6 years. 

3.7 MAS understands that sign-on incentives are offered to compensate migrated 
representatives for their loss of renewal commissions from their previous FA firms. While 
we recognise the merits of the suggestion to reduce the first year pay-out and instead 
allocate a higher percentage of the sign-on incentives in the final year of the 
representatives’ contractual agreement to incentivise representatives to stay for the 
whole duration of the scheme, we are mindful that a further reduction in the first year 
pay-out could cause cash flow impact on representatives. As such, MAS will proceed with 
the proposals to cap the first year pay-out of sign-on incentives at 50% of the 
representative’s average annual income in the preceding three years and to spread the 
remainder evenly over a minimum period of 5 years.  

3.8 Sign-on incentives, whether they are offered in monetary or non-monetary 
terms, pose the same market conduct risks when they are pegged to sales target 
requirements. Non-monetary sign-on incentives will therefore also be subject to Proposal 
2. FA firms should spread non-monetary incentives over a minimum period of 6 years if it 
is practicable to do so (i.e. FA firms should include the value of non-monetary incentives 
in the total package of sign-on incentives offered to representatives and spread the pay-
out accordingly).  For non-monetary incentives that cannot be quantified or spread, FA 
firms should only pay the non-monetary incentives at the end of 6 years.  

                                                           

 

2 Under the Financial Advisers (Remuneration) Regulations 2015, a relevant life policy is defined as a life 
policy that is not a single premium life policy or a specified life policy and that is issued by a licensed insurer 
pursuant to a proposal form submitted to the licensed insurer on or after 1 April 2017. 
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4 Additional measures to be imposed on FA firms which conduct mass 
recruitment exercises 

4.1 To ensure that FA firms are able to manage the heightened market conduct risks 
associated with large scale movements of representatives and the use of sign-on 
incentives in the recruitment of these representatives, MAS proposed for FA firms to put 
in place additional safeguards (i.e. Proposals 3 and 4) when they recruit 30 or more 
representatives from the same FA firm within a 60-day period (to be tracked on a 60-day 
rolling basis) (“Threshold”).  

4.2 There were mixed views on the proposed Threshold. Some respondents 
suggested for the Threshold to be stricter (i.e. longer tracking period and lower number 
of representatives) while others felt that the Threshold should be less stringent (i.e. set 
the number of representatives at more than 30) 

4.3 Respondents who suggested a stricter Threshold, raised concerns that the 
proposed threshold could be prone to circumvention as a FA firm intending to engage in 
a mass recruitment exercise may opt to stagger the recruitment of representatives in 
smaller batches over a period of time to bypass the need to implement additional 
safeguards. Some respondents also raised concerns that for FA firms with a smaller 
representative population, the exodus of 30 representatives would have an adverse 
impact on business operations. 

4.4 Respondents who suggested a less stringent Threshold were of the view that the 
proposed threshold would unfairly penalise FA firms with a large representative 
population as these FA firms would have a higher chance of hitting the Threshold and 
would need to put in place the additional safeguards.  

4.5 One respondent sought clarification on whether representatives who do not 
receive sign-on incentives should be counted towards the Threshold.  

MAS’ Response 

4.6 MAS recognises that smaller FA firms generally prefer the Threshold to be stricter 
given that they typically do not conduct mass recruitment exercises. In contrast, larger FA 
firms generally prefer the Threshold to be less stringent as their representative turnover 
rate could be higher, and they would like the flexibility to conduct recruitment on a larger 
scale.  
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4.7 It is not MAS’ intention to stop representatives from moving to another FA firm. 
Hiring by FA firms is acceptable so long as the growth is not overly aggressive. We expect 
the market conduct risks to be lower if the growth in the number of representatives occurs 
at a more moderate pace given that the hiring FA firm would have sufficient time to put 
in place controls to commensurate with the scale of the increased representative 
population. MAS will review whether there is a need to further fine-tune the Threshold 
after the measure has taken effect for some time, taking into consideration its intended 
objective.  

4.8 We have provided further guidance in Section 7 on other remuneration schemes 
that would be subjected to all the proposals and should be included as part of the 
Threshold.  
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5 Proposal 3: Pegging sign-on incentives to the persistency of policies 
serviced by representatives at their previous FA firms 

5.1 Proposal 3 requires the previous FA firm of migrated representatives to track the 
persistency of the whole block of regular premium life policies and Accident & Health 
policies (“ring-fenced policies”) serviced by their former representatives for the next two 
years following the migration. The computation of the persistency ratio of ring-fenced 
policies is based on the total number of ring-fenced policies still in force at the end of the 
two-year period. At the end of the two-year period, the previous FA firm should share this 
information with the hiring FA firm. Upon receipt of information on the persistency ratio, 
the hiring FA firm is required to adjust its representatives’ entitlement to the sign-on 
incentives or claw back the incentives already paid out if the persistency ratio falls below 
a particular threshold within the range of 75% to 85%. The hiring FA firm is also required 
to engage an independent external party to verify and report to MAS that it has complied 
with this requirement.  

5.2 Most respondents supported the proposal. A few respondents suggested that 
the monitoring of persistency ratio be extended beyond the proposed two-year period to 
discourage representatives from frequently changing FA firms.  

5.3 Two respondents expressed concern with the potential operational challenges in 
obtaining the number of policy lapses from the product manufacturers to compute the 
persistency ratio of the ring-fenced policies. There were also queries about the formula 
that should be used to calculate the persistency ratio of ring-fenced policies.  

5.4 One respondent suggested that the persistency ratio be effected only when a 
client chooses to lapse his policies from his previous FA firm in order to buy a new policy 
at the new FA firm. 

5.5 Two respondents requested single premium policies to be taken into 
consideration when computing the persistency of policies.  

5.6 Respondents were mixed on the appropriate value of X within the range of 75% 
to 85%. Some respondents commented that 75% was an appropriate value taking into 
consideration that there could be factors such as poor servicing of orphan policies by the 
new representative which is not within the migrated representative’s control. Other 
respondents supported a higher persistency ratio of 85% so as to deter migrated 
representatives from engaging in improper switching of their previous clients’ policies. 
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MAS’ Response 

5.7 MAS is of the view that a two-year period to track the persistency of ring-fenced 
policies is reasonable as clients’ detriment is usually greatest when they lapse their 
insurance policies within the first two years of their inception. For example, when a client 
surrenders a life insurance policy with cash value within the first two years of the policy 
term, there is usually zero surrender value. We note some respondents’ concern that a 
two-year period may not be sufficient to discourage representatives from frequently 
switching FA firms. Proposal 2 on the spreading of sign-on incentives over a minimum 
period of 6 years would be more effective in addressing this concern.  

5.8 Product manufacturers will be required to share information on the number of 
policy lapses with the previous FA firms. The hiring FA firm will need to identify the 
representatives hired in a mass recruitment exercise and inform their previous FA firms. 
The previous FA firms will liaise with the respective product manufacturers immediately 
so that the latter can make the necessary arrangements to track policy lapses of the ring-
fenced policies.  

5.9 The computation of the persistency ratio of ring-fenced policies is based on the 
total number of regular premium life and Accident & Health (“A&H”) policies still in force 
at the end of the two-year period expressed as a percentage of the total number of such 
policies serviced by the representative at the point of his departure from the FA firm.  

5.10 MAS has considered the suggestion to effect the persistency ratio only when the 
client lapsed policies from his previous FA firm and bought new policies at the new FA 
firm. However, there are practical challenges as the previous FA firm would have to share 
sensitive client data with its competitor to check whether the clients purchased new 
policies. Based on data collected from past migrated groups, the value of X set at 85% 
already provides some buffer for policy lapses that may not be within the migrated 
representatives’ control.  

5.11 Single premium policies will be excluded from the calculation of the persistency 
ratio. As mentioned in the consultation paper, regular premium life policies will result in 
greater harm to clients in the event of a wrongful switch. Further, single premium polices 
are usually bought for investment purposes. 

5.12 To encourage higher persistency, we will be setting the value of X at 85%. The 
formula for effecting the clawback will also be revised to reduce the sharp cliff effect of 
the original proposal. Table 1 illustrates how the claw backs would be effected. 
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Table 1: Representatives’ entitlement to sign-on incentives 

 
Persistency ratio of ring-fenced 
policies at the end of the two-

year period 
 

 
Entitlement to sign-on incentives 

 

85% to 100% 

 

 

100% 

 

75% to less than 85% 

90% to less than 100% i.e. a reduction of 1% 
entitlement for each percentage drop in 
persistency ratio below 85%.  

For example, 
 84% corresponds to 99% entitlement 
 80% corresponds to 95% entitlement 
 75% corresponds to 90% entitlement 

50% to less than 75% 

50% to less than 75% i.e. entitlement to sign-on 
incentives is proportionate to the persistency ratio.  

For example, 
 74% corresponds to 74% entitlement 
 60% corresponds to 60% entitlement 
 50% corresponds to 50% entitlement 

 

0% to less than 50% 

 

0% 
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6 Proposal 4: Putting in place enhanced transaction monitoring for 
sales conducted by migrated representatives for 2 years 

6.1 Proposal 4 requires pre-transaction surveys3  to be conducted for all sales of 
investment products and A&H policies, with at least 50% of the pre-transaction surveys 
to be conducted via call-backs. These pre-transaction surveys are to be conducted by an 
independent external party. The independent external party is required to submit a 
quarterly report to MAS and the Board of the hiring FA firm on the work done. To 
supplement the call-backs, the hiring FA firm’s independent sales audit unit (“ISA unit”) 
will be required to conduct post-transaction documentation checks on the sales of the 
migrated representatives, based on a sampling of 10%. These measures are to be 
implemented for at least two years after any mass recruitment exercise. 

6.2  Four respondents agreed with the proposals while three respondents 
commented that the requirements were onerous and could lead to increased operational 
costs. Some respondents highlighted that the involvement of a third party could give rise 
to data privacy concerns. One respondent suggested that the ISA unit be allowed to 
perform this role as it is independent of the sales function.  

MAS’ Response 

6.3 MAS is of the view that it is necessary for an independent external party to 
conduct the pre-transaction surveys to mitigate the heightened risks associated with the 
use of sign-on incentives in the recruitment of representatives. While MAS notes that the 
additional monitoring could be performed by in-house personnel, the use of an 
independent external party would provide greater assurance that clients’ interests are 
safeguarded.  

6.4 On the comment that the use of independent external parties could give rise to 
data privacy concerns, FA firms should identify and specify requirements in the 
contractual arrangement with the independent external party to ensure confidentiality 
and security of client information. The FA firm will also be required to engage MAS to 

                                                           

 

3 As mentioned in the consultation paper, for cases where the FA firm is unable to complete the pre-
transaction checks before the transactions are effected, the FA firm should complete the pre-transaction 
checks within the free-look or cancellation period of the product. Further, where a recommendation is made 
for an investment product which is time sensitive, the FA firm should complete the pre-transaction checks 
within 5 business days from the date the transaction is effected. 
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discuss the suitability of the independent external party and the scope of work to be 
performed.  

6.5 MAS will place the onus on the hiring FA firm to satisfy us that its appointed 
external party has the necessary expertise to carry out its intended function. FA firms are 
also expected to work with the external party to formulate a series of questions to be 
asked during the pre-transaction survey. Survey questions should be targeted, taking into 
account each client’s risk profile and product purchased. Rather than adhering to a fixed 
template, FA firms are expected to adopt a principles-based approach and periodically 
calibrate the survey questions based on the FA firm’s trend analysis of common types of 
complaints received.  

6.6 As mentioned in paragraph 1.2 of the consultation paper, the costs of hiring the 
independent external party should not be charged to the insurance funds as an 
operational expense. Instead, they should be borne by the FA firm’s shareholders’ funds 
as part of the overall cost of undertaking the mass recruitment exercise.   
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7 Other matters 

7.1 Two respondents requested clarity on the type of schemes that will be subject to 
the proposed measures.  

MAS’ Response 

7.2 MAS recognises that there are different types of recruitment schemes offered in 
the market. Apart from the offer of sign-on incentives with upfront payment as described 
in the consultation paper, some FA firms also offer another type of scheme to recruit 
representatives (commonly known as recruitment schemes in the industry). Under these 
recruitment schemes, representatives are paid an additional monthly incentive (on top of 
the usual remuneration for the sale of insurance policies) upon meeting monthly sales 
target requirements. If the monthly sales target is not met, representatives will not be 
paid the additional monthly incentive. A tie-down period is imposed and there is a 
clawback of incentives received if the representative resigns during the tie-down period. 
Similar to sign-on incentives, these recruitment schemes are pegged to sales targets with 
clawback provisions which create sales pressure on representatives.  

7.3 MAS notes that while these recruitment schemes are typically offered to 
individuals who are new to the FA industry, they may also be offered selectively to 
experienced representatives. Such schemes are offered to both new prospects as well as 
experienced representatives to supplement their income during the initial phase of 
service at the new FA firm when they have yet to build up their client base or have lost 
the renewal commissions from their previous FA firms.  

7.4 The monthly sales target requirement and clawback mechanism in these 
recruitment schemes heighten the risks of improper switching of insurance policies when 
they are offered to experienced representatives who have built up a client base from their 
previous FA firms. Given that recruitment schemes and sign-on incentives pose similar 
risks, MAS will be subjecting recruitment schemes offered to experienced representatives 
to the four measures set out in the consultation paper. We will grant exemptions to the 
following groups of individuals who receive such recruitment schemes: 

(i) Individuals who have less than two years of cumulative FA experience4; and 

                                                           

 

4 This would include fresh hires with no FA experience.  
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(ii) Former FA representatives that have left the FA sector for two or more 
years and subsequently re-join a FA firm 

7.5 As there are many schemes offered in the market for recruitment purposes, MAS 
would consider any scheme that is pegged to sales target requirements with a clawback 
mechanism to be in scope of the measures set out in the consultation paper. When in 
doubt, FA firms should seek clarification from MAS.  

7.6 When FA firms engage in mass recruitment exercises, MAS expects them to 
conduct a comprehensive risk assessment which should include considerations to mitigate 
the heightened market conduct risks associated with such activities. All FA firms 
contemplating mass recruitment exercises are also reminded to notify MAS before doing 
so.  

7.7 The above proposals will be set out in a new set of Notice and Guidelines on the 
use of incentives in the recruitment of representatives. Meanwhile, the Life Insurance 
Association Singapore has undertaken to adopt and apply these measures on its members 
and related FA firms via its members’ undertaking. MAS will continue to monitor 
developments in the industry and adjust the regulatory measures where necessary. 

 
MONETARY AUTHORITY OF SINGAPORE 

6 May 2019  
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Annex A 

 
LIST OF RESPONDENTS TO THE CONSULTATION PAPER ON  

MEASURES TO ADDRESS THE RISKS POSED BY THE USE OF SIGN-ON 
INCENTIVES IN THE RECRUITMENT OF FINANCIAL ADVISORY 

REPRESENTATIVES 

 

1. AIA Singapore Pte Ltd 

2. Aviva 

3. AXA Insurance Pte Ltd 

4. David Choo / Promiseland Independent Pte Ltd 

5. GE Life / GE General 

6. Leong Sow Hoe / IFPAS Alliance STAR Team 

7. Prudential  

8. St. James’s Place (Singapore) Private Limited 

9. Synergy Financial Advisers Pte. Ltd. 

10. The Association of Banks in Singapore 

11. The Great Eastern Life Assurance Co Ltd 

12. Tokio Marine Life 

13. United Overseas Bank Limited 

 

 

Note: This list only includes the names of respondents who did not request that their 
identity be kept confidential. 
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Annex B 

 
SUBMISSIONS FROM RESPONDENTS TO THE CONSULTATION PAPER ON 

MEASURES TO ADDRESS THE RISKS POSED BY THE USE OF SIGN-ON 
INCENTIVES IN THE RECRUITMENT OF FINANCIAL ADVISORY 

REPRESENTATIVES 
 

Note: This table below only includes submissions for which respondents did not request 
confidentiality. 

S/N Respondent Feedback from respondent 

1 AIA 
Singapore 
Pte Ltd 

 

General comments: 

No comments. 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 
 

No comments. 

Question 2. MAS seeks comments on the following: 
(i) Whether the sign-on incentives that are tied to sales 

targets, should be paid out over at least 6 years 
(ii) Whether the first year payout should be capped at 50% 

of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 
 

No comments. 

Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
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No comments. 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 

 
AIAS is of the view that policies that have reached their 
maturity/expiry during the 2 year period should be excluded from 
the computation of X.  AIAS agrees with MAS’ view that some of 
the policy lapses may not be the result of improper conduct of the 
representative and would thus propose that the threshold be set 
at 75% i.e. X = 75%.  Setting a higher threshold could unfairly 
penalize representatives whose clients have lapsed their policies 
for valid reasons, and especially those representatives that are 
newer to the industry and with a smaller block of in-force policies 
i.e. denominator for computation of X is small. 
 
AIAS also proposes that leeway be given to the new insurer to on 
a case by case basis, examine the new policies sold by a 
representative whose persistency ratio has just fallen short of X%, 
to establish whether the lapsed policies under the old insurer 
were indeed due to improper conduct of the representative.  This 
can be done by combing through the details of the fact 
find/product recommendation of the new policies to check if 
there are valid and proper reasons provided for the lapse of an 
existing policy to purchase the new policy. 
 
Question 5.   MAS seeks comments on: 

(i) The requirement to engage an independent external party 
to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 
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(iii)  Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 

No comments. 

2 Aviva General comments: 
No comments 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 

 
No comments 
 
Question 2. MAS seeks comments on the following: 

(i) Whether the sign-on incentives that are tied to sales 
targets, should be paid out over at least 6 years 

Depending on the amount of the sign-on incentives, it should be 
reasonable to pay out the remaining 50% over a 3-year period. 

(ii) Whether the first year payout should be capped at 50% 
of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 
 

Agree with the first year cap of 50% but the remaining 50% 
should be paid out in a 3- year period. 

Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
Yes 
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 
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Suggest defining a standard industry persistency ratio, including 
the calculation methodology for consistency.   
MAS should also clarify the intent of including A&H policies, and 
whether these relate to riders or standalone A&H policies.  The 
Financial Advisers Act currently does not cover standalone A&H 
policies. 
 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 
 

No comments 

Question 5.   MAS seeks comments on: 
(i) The requirement to engage an independent external party 

to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 
 

No comments 

3 AXA 
Insurance Pte 
Ltd 
 

General comments: 
We are of the view that Measures 1, 2, 3, and 4 should be equally 
applicable for individual reps so long as these reps join another FI 
as an experienced hire. 
 
(i) Insurers will have to implement relevant work flows to 

monitor and report persistency in any event and these work 
flows can just as well be applied to individual reps as they are 
they are to reps who are part of mass migration. 
 

In the event that regulatory intent is to focus on reps who are part 
of mass migration, we are of the view that the applicable 
threshold for mass migration should be the lower of say: 
 
(ii) 8 reps (being the equivalent of half an agency unit); or 
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(iii) 2 Tier 2 supervisors (regardless of the number of reps who 
accompany them). 
 

We believe that our proposal is also fairer to the insurers with 
smaller/ younger agencies and whose agency units are unlikely to 
have the full complement of 15-reps prescribed by span-of-
control guidelines. 
 
We have previously highlighted the importance of the industry 
adopting and applying one consistent metric for persistency and 
determination of business quality. We also see value in the use of 
this common persistency metric in the provision of references 
under the Reference Check Framework in place among FIs. So as 
to facilitate expedient implementation, we request that the 
Authority impose this common metric on all FIs. 
 
Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended beyond 

the first year 
 

We are of the view that the cap on sales target should not extend 
beyond the first year. We believe that, as the migrated rep 
becomes more familiar with the operational processes and 
products offered by the new insurer/ FA firm, and as he/ she 
builds up his/ her in the course of the first year, a migrated rep 
should become progressively more competent in his/ her new 
role 

 
(ii) Whether there are other factors (besides those that are set 

out in paragraph 3.3) that should be considered when setting 
sales targets for the second year 

 
We are of the view that the following factors should also be 
considered as they are key to minimising (if not altogether 
removing) some avoidable risk of policies being replaced 
following the migration of a rep: 

 
Business mix (ie. Regular premium and Single premium) – 
especially for CPF-IS SP policies. 

 
In any event, a cap can also be imposed on CPF-IS SP policies.  

 
Question 2. MAS seeks comments on the following: 
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(i) Whether the sign-on incentives that are tied to sales targets, 
should be paid out over at least 6 years 

 
We are of the view that sign-on incentives should be spread out 
over at least 6 years. 
 
We believe that policyholders’ best interests are protected if the 
payment of sign-on incentives (spread over at least 6 years) is 
also dependent on the ability of the production of the migrated 
rep to satisfy an applicable persistency/ business quality criteria 
set by FI. 
 
(ii) Whether the first year payout should be capped at 50% of a 

representative’s average annual remuneration in the past 3 
years, with the remaining sign-on incentives spread evenly 
over the remaining 5 or more years 

 
We do not have a strong view on how and when sign-on 
incentives can be paid out to a migrated rep. 
 
We do, however, have concerns over the proposal to peg sign-
on incentives to the migrated rep’s average annual 
remuneration in the preceding 3 years. 
 
We are of the view that recent annual remuneration may not be 
an accurate indicator of the performance and business quality 
of any rep, more so if that rep’s production was the highest in 
the year preceding migration.  
 
Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
We suggest the basis of determining the start date of the 
relevant measurement period be standardised and agreed 
upon, eg. Should this commence from: 
 Date of resignation of migrated rep from previous FI; 
 Date of RNF coding of migrated rep with new FI; or 
 Commencement date of migrated rep with new FI 

regardless of RNF coding date. 
 

Question 4.  MAS seeks comments on the following: 
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(i) Whether the sign-on incentives should be adjusted depending 
on the persistency of regular premium life and A&H policies 
serviced by the representative at his previous FA firm, 2 years 
after the representative has left his previous FA firm 

 
We are of the view that, in addition to regular premium life and 
A&H policies, the persistency of single premium products, 
especially CPF-IS policies, should be taken into consideration. 

 
(ii) Whether the entitlement to the amount of sign-on incentives 

based on the persistency ratio of ring-fenced policies in Table 
1 is appropriate. 
 

Confidential 
 
(iii) What would be an appropriate value for the normal threshold 

(“X”) within the range of 75% to 85%. 
 

Confidential 
 
Question 5.   MAS seeks comments on: 
(i) The requirement to engage an independent external party to 

conduct 100% pre-transaction surveys, of which minimally 
50% to be conducted via call-backs (paragraph 7.2 and 7.3). 

 
We foresee operational challenges which will require industry 
alignment in the way pre-transaction surveys are to be conducted 
by an independent external party and communicated to members 
of the public and also to individual whose policy applications may 
be subject to such pre-transaction surveys. In particular:  

a. We believe it possible that in some instances, pre-
transaction surveys undertaken by an independent 
external party will not result in the insurer being 
provided with clear direction whether or not to 
incept cover. We are concerned that this may 
result in delays in policy inception/ issuance to 
the detriment of the insured. 

b. Feedback received from an applicant/ prospect to 
the independent external party may, in certain 
circumstances need to be provided to the insurer/ 
rep for follow up and there may be need for further 
interactions amongst the parties before cover can 
be incepted. 
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c. Additionally, there needs to be in place an agreed 
procedure for all parties to determine, agree, and 
accept that any discrepancy picked up by the 
independent external party in pre-transaction 
survey is adequately addressed such that cover can 
be incepted. 

d. Representations made by the independent 
external party to any applicant/ prospect cannot 
bind the insurer or the rep and, yet, may have 
bearing on the representations made by the rep to 
the applicant/ prospect at point-of-sale as well as 
the insurer. This needs to be properly accounted 
for. This is also necessary to mitigate against 
potential future litigation risk whether initiated by 
the applicant/ prospect or the rep. 

e. The involvement of an independent third party is 
likely to give rise to data privacy concerns from 
applicants/ prospects as well as reps and will need 
to be addressed ahead of implementation. 

f. There will be an additional layer of complexity if 
the reps in question migrated from an FA firm to 
represent an insurer or from an insurer to join an 
FA firm. Will the independent external party be in 
a position to effectively discharge its duties to both 
the insurer and the FA firm as well as the 
applicant/ prospect and the rep in question? 
 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4). 

 
Whilst we are happy to support the imposition of an additional 
10% post-transaction documentation review of the policies sold 
by a migrated rep and, by extension, the more stringent 
application of the BSC Framework to a migrated rep as would 
apply, say to a Selected Rep, we are of the view that this exercise 
will yield little, if any effective results for the following reasons: 

 
a. Based on our experience drawn from our participation 

in the industry-wide mystery-shopping exercise led by 
the LIA, discrepant sales conduct and infractions 
encountered by the mystery-shopper in face-to-face 
interaction with the rep in question will not bear out 
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in the sales documentation completed and submitted 
by that rep. 
 

b. The pre-transaction survey work undertaken by the 
independent third party is likely to pick up what may 
potentially be discrepant sales conduct and BSC 
infractions and these would have been addressed at 
pre-inception stage. 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 
 

Confidential 
4 David Choo / 

Promiseland 
Independent 
Pte Ltd 

General comments: 

The principles which should be upheld are: 
1. Representatives should not be motivated by any other factors 

than clients’ interest 
If sign-on incentives are paid for recruitment, it should not 
lead to putting any additional target(s) on the representative 
than for the firm’s other representatives. 
Even setting a target based on the average of the 
representative’s past sales is putting pressure on the 
representative, especially when the representative is new to 
the firm and needs time to adjust. 

2. If sign-on benefits cannot be banned 
Sign-on incentive should preferably be limited to 100 per cent 
of the residual compensation which the representative would 
enjoy in the current firm.  This is because the tied agents do 
not enjoy investing rights.  No sign-on benefits should be 
allowed for representatives who are on vesting terms from 
their previous company. 
Any additional sign-on benefits will cause representatives to 
be motivated by money to move and not because of any 
value-add of the recruiting firm.  This goes against the 
principle that representatives should be continually seeking 
how to serve clients better and not be incentivised to change 
firm just for money. 

3. Measures decided on should apply to every case of sign-on 
benefits and not only when the number of representatives 
recruited exceed a certain arbitrary figure.  This is to prevent 
companies from circumventing these figures by phasing in the 
recruitment.  This will certainly happen especially when the 
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measures are onerous.  Thirty is a big number if applied to FA 
firms which are smaller than insurance companies. 
 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 

 
Proposal 1:  Setting reasonable sales targets with a cap for the 
first year 
The proposed sales target not being higher than the average of 
the representative’s annual achieved sales in the preceding 3 
years is too high considering that the representative is joining a 
new firm and will have to do transitioning.  The representative will 
be tempted to oversell or do replacement sales to fulfil the target. 
It is better that the recruiting firm does not set any different 
target from that set for all its other representatives. 
The sign-on benefits should be treated as a recruitment cost and 
delinked from setting of targets.  This way, recruiting firms will not 
be able to put pressure on the representatives who join them to 
do anything which might be detrimental to new clients or their 
old clients. 
 
Question 2. MAS seeks comments on the following: 

(i) Whether the sign-on incentives that are tied to sales 
targets, should be paid out over at least 6 years 

(ii) Whether the first year payout should be capped at 50% 
of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 

 
Proposal 2:  Spreading sign-on incentives pegged to sales targets 
over a minimum period of 6 years with a cap on the amount to be 
paid in the first year 
The amount of sign-on incentives should be limited at most to 
what the representative would have lost in terms of residual 
commissions for representatives who do not have vesting rights.  
This is to put the representative in a position of neutrality and not 
be motivated to join the recruiting firm because of money.  The 
amount should be staggered over 3 to 5 years in keeping with the 
residual payment. 
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If sign-on incentives are set at 150 per cent of the representative’s 
continual compensation, it will influence the representative to 
move when they may not do so otherwise. 
 
Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
Proposal 2:  Additional measure to be imposed on FA firms 
which conduct mass recruitment exercise 
 
To define mass recruitment as the movement of 30 or more 
representatives from the same firm within a 60-day period is too 
liberal and highly prone to being circumvented, and 
administratively cumbersome. 
 
Thirty is a big figure when it comes to FA firms and FA firms may 
be the target of insurers who set up their “tied FA”.  The 
safeguard measures should be applied to each and every case 
where sign-on benefits are given to disincentivise firms from 
taking the shortcut way to grow and causing potential 
disbenefits to clients. 
 
Poaching is unhealthy and the giving of sign-on benefits is 
unethical as well. 
 
Firms should focus on adding value to clients and their 
representatives and attract new clients and new representatives 
without having to “buy” people. 

Question 4.  MAS seeks comments on the following: 
(i) Whether the sign-on incentives should be adjusted 

depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 
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Proposal 3:  Pegging the sign-on incentives to the persistency of 
policies serviced by the representative at his previous FA firm 
 
If all the earlier proposals are not accepted, this measure will be 
necessary to prevent recruiting firms to overly incentivise 
representatives and for the representative to resort to 
replacement to fulfil whatever targets set. 
 
The 2-year period to determine the persistency of the “ring-
fenced policies” is reasonable. 
 
The required persistency of 75 per cent is too low and should be 
85 per cent. 
 
Question 5.   MAS seeks comments on: 

(i) The requirement to engage an independent external party 
to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 
 

Proposal 4:  Putting in place enhanced transaction monitoring 
for sales conducted by the migrated representatives for 2 years 
 
This is a good measure but should also be applied to each and 
every case where sign-in benefits is given.  The same reason as 
expressed in my comments on Proposal 3. 

5 GE Life / GE 
General 

General comments: 

No comments 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
 
To ensure healthy performance of a new recruit, a 24 month 
target would be useful to encourage retention. 
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(ii) Whether there are other factors (besides those that are 
set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 
 

Years of financial advisory experience may not be necessary to 
be considered as a factor. Critically, right advice and competency 
are more important. The RP and SP portfolio mix with 80% 
persistency ratio may be another consideration. 

Question 2. MAS seeks comments on the following: 
(i) Whether the sign-on incentives that are tied to sales 

targets, should be paid out over at least 6 years 
 
The 6 years spread mirrors the commission spread available to 
representatives currently. This is reasonable as it will determine 
greater commitment on the sign-on representatives to focus on 
the advisory role and looking into the interest of the 
policyholders. 
 

(ii) Whether the first year payout should be capped at 50% 
of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 
 

Between 30% and 50% cap is a better arrangement.  
 
Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
Yes, it is reasonable. 
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 
 

Agree 
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(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

 
Agree 
 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 
 

Suggest X is 80%. 

Question 5.   MAS seeks comments on: 
(i) The requirement to engage an independent external 

party to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 
 

No comments 
6 Leong Sow 

Hoe / IFPAS 
Alliance STAR 
Team 

With respect to above, the following are our views: 

We concur on the increased risks of pressure selling and improper 
switching of insurance policies, i.e. “Churning”, which is the real 
crux of the issue and not the mass migration and sign-on 
incentives per se.  As such, this is the specific problem that needs 
to be addressed and should be de-coupled from the issue of mass 
migration and sign-on incentives.  

In our current setting, the BSC framework has already set in place 
best practices and expectations of good conduct of FA 
reps.  There are also stringent checks and balances in the BSC 
framework itself to address “churning” and corresponding 
penalties for errant FA reps.  Therefore, we feel strongly that 
there shouldn’t be a double layer of “policing” for FA reps in this 
respect.    

Although the mass migration trend may seem improper and 
unacceptable, it must be stressed that that such moves, if viewed 
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objectively, are merely merger and acquisition activities 
commonly practised in the business world.  This is quite similar in 
nature and motive of a large accounting firm acquiring a smaller 
niche firm, or a commercial bank merging an investment bank 
with their staff and operations – the exercise of acquiring talents 
and pooling of resources not just to expand their business but to 
be more cost effective as a result.   Thus, much as we may share 
similar sentiments with MAS on the possible effects of mass 
migration, we are of the view that the decision to “buy over” and 
to “migrate”, as well as the valuation of the business and FA reps, 
is a commercial/business decision, best left to be decided 
between the 2 parties.  

However, we do see the need for proper corporate governance to 
be put in place to ensure the proprietary of transactions done by 
FA reps after migration, but these should come more in the form 
of well-structured guidelines rather than mandates so as not to 
stifle the free enterprise spirit.  

Therefore, much as we are aligned with MAS’ intention of curbing 
malpractices like “churning’, we are unable to convince ourselves 
to lend our full support to Proposal 1 and 2.  The BSC framework 
is already in place to set industry best practices, good conduct, 
and to monitor FA rep behaviour with various penalties in place 
including the claw-back remuneration for infractions.  The main 
purpose of merger and acquisition in business is to generate 
growth for greater profitability.  Setting of sales target caps only 
serves to stifle growth and does not make good business sense.  

The spreading of sign-on incentives and restricting the size of 
acquisition or capping the number of representatives (proposal 3) 
are all closely linked to business valuation and corresponding 
sales targets expectation.  This again, it is more of a business 
decision and should be left to the free market and 
entrepreneurship.  

We are supportive of Proposal 4 – pegging the sign-on incentives 
to the PERSISTENCY, except that the ‘Block of business sold by the 
representative at his previous FA firm” should be used to assess 
the “Churning Ratio” as this addresses the root cause and not just 
the symptom.  As it is rightly pointed out, in point 6.5, policy 
lapses may not always be the result of any improper conduct by 
the representative after he has left his previous FA firm.  The 
reasons could entirely be due to the client’s own preferences.  As 
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the clients' interest is our primary concern, one of the better ways 
to identify and ascertain the difference between genuine lapses 
by clients' own doing and wilful churning by the FA reps would be 
to monitor if the same names appear on the book of the new 
insurer the FA rep joins when they disappear from the block of 
business of his/her previous company.   

Growth in sales should not be perceived negatively – should a 
good FA rep be penalised for proper healthy growth if he/she is 
able to bring in ‘fresh’ new dollars into the business without 
resort to “churning” his old block of business done in his previous 
company?  Our view is “Certainly Not”.   

Therefore, we propose a slight tweak in the Persistency Ratio 
tiers, that the persistency ratio of ring-fenced policies be over a 3 
year period instead:  

Persistency ratio of ring-fenced policies over a 3 year 
period 
Year 1 85 % 
Year 2 80 % 
Year 3 80 % 

Regarding proposal 5 on transaction monitoring, we concur with 
the checks to be conducted for sales of investment products and 
A&H policies.  Our concern is that clients may feel harassed being 
contacted multiple times, both pre and post, regarding the 
transactions.   

We would be glad to offer our views in greater details if given the 
opportunity to meet up and deliberate on ways to improve the 
current situation.   

Thank you. 
7 Prudential General comments: 

No comments 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
 
We are of the view that the cap on sales target should be on the 
first year. The spreading of incentives under proposal 2 would be 
sufficient to address the concerns for year 2 onwards. 
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(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 
 

No comments 

Question 2. MAS seeks comments on the following: 
(i) Whether the sign-on incentives that are tied to sales 

targets, should be paid out over at least 6 years 
 
We agree with the proposal. 
 

(ii) Whether the first year payout should be capped at 50% 
of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 
 

We agree with the proposal. 

Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
We are of the view that the setting a mass recruitment definition 
of 30 or more representatives within a 60-day rolling period for a 
FA firm is too stringent for a exempt FA like us which has more 
than 4000 representatives as compared to a smaller FA of 1000. 
We are likely to have a higher chance of triggering the 30 
representatives’ threshold as compared to the small FA.   For a 
fairer approach across FAs of different size, we would propose to 
narrow the mass recruitment definition to an agency group level 
instead. 
 
Alternatively, we would propose a percentage threshold instead 
of definite number as a fairer approach for FAs with a bigger 
sales force. 
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
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previous FA firm, 2 years after the representative has left 
his previous FA firm 

 
We agree with the proposal. 
 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

 
We agree with the proposal. 
 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 
 

We are of the view that 75% is an appropriate value taking into 
consideration that there are other factors that are not within the 
control of the representative such as poor servicing by the 
representative, from the previous FA firm, who took over the 
orphaned policies. 

Question 5.   MAS seeks comments on: 
(i) The requirement to engage an independent external 

party to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

 
We are of the view that our ISA unit, which is independent of the 
sales function, should be allowed to determine whether it has the 
necessary resources to verify/ensure that it complies with this 
measure. Having to use an external party when such capabilities 
are available internally would create unnecessary cost which 
would inevitably be passed on to consumers. 
 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

 
We agree with the proposal. 
 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 
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No comments 
8 St. James’s 

Place 
(Singapore) 
Private 
Limited 

 

General comments: 

As the intent of the proposal is to address the risk of mis-selling 
and improper switching of insurance policies, the risks are 
substantially lower for representatives who are employees and 
receiving salaries from the hiring firms, as compared to 
representatives who are only earning commissions. Hence, we 
would like to suggest that the proposal shall only apply to 
representatives who only earn commissions. 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered 
when setting sales targets for the second year 
 

The proposed rules are very prescriptive in nature. An overly-
prescriptive approach has the potential to result in unintended 
consequences. In our experience, a more principle-based 
approach (with the addition, where required, of ‘accompanying 
guidance’) may limit the extent of these unintended 
consequences.  

For example, there are a number of aspects of the current 
proposed rules which may require additional clarification 
including: 

a) The definition of “representative’s annual achieved 
sales”. Whether the achieved sales relate to the 
individual representative’s sales only or the hiring firm 
could take into account the sales achieved by the 
representative’s agency unit as a whole. In the event the 
product type includes protection plans, what would be 
the annual achieved sales, i.e. the premium collected or 
the sum assured of the policy? In addition, the current 
proposed rules suggest that there is a standard measure 
of “achieved sales” and that sales targets are always set 
based on this measure. In our experience, this is not 
always the case. For example, do “achieved sales” 
pertain to all types of product. There are benefits for the 
industry of having FA firms with a diverse range of 
business models. The proposed rules may not ‘fit’ into 
the business models of all FA firms.  
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b) In the event a representative of one FA firm was moving 
to join a new FA firm, MAS’ proposal of relying on the 
“representative’s annual achieved sales” may not be an 
ideal criterion. The FA representative may be moving to 
a new firm with a very different client proposition to 
work with a different client base with different client 
needs. Similarly, the new FA firm may have a very 
different support infrastructure which might mean a 
step change in what is expected in relations to “new 
sales”. These instances will inadvertently result in a 
disparity/mismatch between past years ‘performance’ 
and the first year’s ‘expected performance’.  

c) For representatives with less than 3 years’ experience, it 
is unclear how the computation of the first year sales 
target should be calculated. 

In summary, we think the rules are potentially overly-prescriptive 
and would suggest a more principles-based approach. Detailed 
rules mean that firms can feel like they meet the regulators 
expectations without necessarily behaving in a way which yields 
the desired outcome. We feel that firms are best placed to ensure 
that representatives are rewarded appropriately based on a range 
of measures and should be judged against a set of principles 
accordingly.  

Question 2. MAS seeks comments on the following: 
(i) Whether the sign-on incentives that are tied to sales 

targets, should be paid out over at least 6 years 
(ii) Whether the first year payout should be capped at 50% 

of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 
 

(i) In relation to the MAS’ proposal on spreading sign-on 
incentives pegged to sales targets over a minimum period of 
6 years with a cap on the amount to be paid in the first year, 
we would like to seek clarification on the following:  

 
a) Definition of “sign-on incentives”, i.e. whether salary 
shall be taken into account. In addition, should the hiring 
firm take into consideration the rewards given to 
representatives only when the representatives meet 
certain sales targets which may or may not be in the 
contract? Any discretionary bonus that may be given to 
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representatives, depending on their performance which 
may not only be sales-linked should also be excluded. 
 
b) Similarly, whilst the proposed measures are to 
address the risk of mis-selling and improper switching of 
insurance policies, the risks are lower for 
representatives who are employees and receiving 
salaries from the hiring firms, as compared to 
representatives who are only earning commissions. 
Hence, we would like to suggest that the proposal shall 
only apply to representatives who only earn 
commissions. 
 

(ii) MAS elaborated that its proposal of spreading sign-on 
incentives is modelled against the current rule on spreading 
of commissions, which only impacts the monetary 
remuneration and payments. In view hereof, we would like 
to propose that a similar approach is adopted, i.e. to only 
consider the monetary element when computing the 
representative’s sign-on incentives. This will certainly ease 
the difficulty in quantifying the non-monetary incentives, 
benefits or rewards received.  

 
However, if the non-monetary aspect has to be taken into 
consideration, we would like to suggest to exclude non-
monetary rewards, incentives or benefits which do not form 
part of the representatives’ contract. For examples, the 
opportunity to attend overseas business conferences and 
the awarding of marketing allowances.   
 

As per our response to Question 1, we think these rules are 
potentially overly-prescriptive and aimed at a particular business 
model. There appears little flexibility in the rules for firms to 
exercise their own judgement about designing and setting 
appropriate sign-on incentives such that they can effectively 
manage the risks of ensuring that any ‘switches’ are in the best 
interests of customers. We do not, therefore, think the MAS 
should set further constraints in (i) or (ii) but instead ensure firms 
need to meet the principle that ‘remuneration structures when 
recruiting new FA representatives do not create conflicts of 
interest that cannot be managed effectively’.  



RESPONSE TO FEEDBACK RECEIVED ON MEASURES TO ADDRESS THE RISKS POSED BY THE USE 
OF SIGN-ON INCENTIVES IN THE RECRUITMENT OF FINANCIAL ADVISORY 
REPRESENTATIVES  6 May 2019 

 

 

Monetary Authority of Singapore  39

Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 

No comments. 

Question 4.  MAS seeks comments on the following: 
(i) Whether the sign-on incentives should be adjusted 

depending on the persistency of regular premium life 
and A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has 
left his previous FA firm 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 
 

In relation to the tracking of the persistency ratio of ring-fenced 
policies, FA firms which distribute products and services for more 
than one insurer should be allowed to leverage on insurers for 
such information since most if not all insurers already have 
systems in place to do this. In addition, the insurers would have 
the most accurate and complete information as the servicing of 
policy may change from time to time, and it is not feasible for the 
FA firm to track the persistency ratio. There is also difficulty from 
FA firms’ perspective in tracking the persistency ratio as 
policyholders may surrender their plans directly with the insurers 
instead of submitting such requests through the FA firms. In 
addition, we will not have access to the relevant information in 
the event there is a change of servicing agent. 

Question 5.   MAS seeks comments on: 
(i) The requirement to engage an independent external 

party to conduct 100% pre-transaction surveys, of 
which minimally 50% to be conducted via call-backs 
(paragraph 7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

(iii) Whether there are other safeguards FA firms engaging 
in mass recruitment exercises should put in place to 
mitigate the heightened risks 
 

No comments. 
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9 Synergy 
Financial 
Advisers Pte. 
Ltd. 

General comments: 

No comments 
 
Question 1. MAS seeks comments on the following: 

(i) Whether the cap on sales target should be extended 
beyond the first year 

(ii) Whether there are other factors (besides those that are 
set out in paragraph 3.3) that should be considered 
when setting sales targets for the second year 
 

No comments 
 
Question 2. MAS seeks comments on the following: 

(i) Whether the sign-on incentives that are tied to sales 
targets, should be paid out over at least 6 years 

(ii) Whether the first year payout should be capped at 50% 
of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 
 

No comments 
 
Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
No comments 
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life 
and A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 

 
No comments 
 
Question 5.   MAS seeks comments on: 
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(i) The requirement to engage an independent external 
party to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

(iii) Whether there are other safeguards FA firms engaging 
in mass recruitment exercises should put in place to 
mitigate the heightened risks 

 
We note that the consultation paper did not define ’sign-on 
incentive’, in particular the arrangement of such incentives. For 
example, we are aware there are different variations of such 
sign-on incentives being offered and in different form or 
package.  Ideally, any sign-on incentives should not require a 
sales validation but strictly based on merits of past 
performances and track record. 
 
In addition, such incentives are pegged to sales targets 
differently for independently owned FA firms and those FA firms 
which are tied to a parent insurer.  In the latter case, the sales 
targets are usually set to be biased towards the parent insurer’s 
products resulting in higher risk of unbeneficial replacement 
and improper switching.   
 
One safeguard to help mitigate such risk is for representatives 
of tied FA firms to disclose the relationship to their clients e.g. 
on their business cards and to make it a requirement for the 
representatives to provide comparison to at least 3 quotes of 
similar products in the market and clients to acknowledge 
representatives are validated by specific insurer’s products.  

10 The 
Association 
of Banks in 
Singapore 

General comments: 

No comments 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
 
No. Keeping the cap on sales target to the first year can achieve 
the goal of allowing "the migrated rep.. to familiarise himself with 
the operational processes and products..[and] time to source for 
new clients", while remaining viable. 
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(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 
 

Aside from the factors set out in paragraph 3.3, sales targets 
from the second year onwards should be set relative to their 
first year sales performance with the firm. 

Question 2. MAS seeks comments on the following: 
(i) Whether the sign-on incentives that are tied to sales 

targets, should be paid out over at least 6 years 
 
Yes. This would place the measure in accordance with the 
Spreading and Capping of commission. 
 

(ii) Whether the first year payout should be capped at 50% 
of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 

 
Yes. The cap of 50% would ameliorate any cash flow impact on 
migrating representatives, while the even spreading of the 
remaining amount encourages quality after-sales service. 
 
Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 

Employment records of newly hired representatives will have to 
be tracked to ascertain if a 'mass recruitment exercise' has 
occurred. Presently, it is unlikely that Business will hire 30 or more 
representatives within a 60-day rolling period. 
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 
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(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 
 

No comment 

Question 5.   MAS seeks comments on: 
(i) The requirement to engage an independent external 

party to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 
 

Whether there are other safeguards FA firms engaging in mass 
recruitment exercises should put in place to mitigate the 
heightened risksNo comment 

11 The Great 
Eastern Life 
Assurance Co 
Ltd 

General comments: 

Will the proposals listed in the Paper be applied prospectively or 
retrospectively? Kindly advice an effective date from which the 
suggested proposals will apply. 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 

 
(i) To ensure healthy performance of a new recruit, a 24 

month target would be useful to encourage retention.  
(ii) Years of financial advisory experience may not be 

necessary to be considered as a factor. Critically, right 
advice and competency are more important. The RP and 
SP portfolio mix with 80% persistency ratio may be 
another consideration.  
 

Question 2. MAS seeks comments on the following: 
(i) Whether the sign-on incentives that are tied to sales 

targets, should be paid out over at least 6 years 
(ii) Whether the first year payout should be capped at 50% 

of a representative’s average annual remuneration in 
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the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 

 
(i) The 6 years spread mirrors the commission spread 

available to representatives currently. This is reasonable 
as it will determine greater commitment on the sign-on 
representatives to focus on the advisory role and looking 
into the interest of the policyholders.  

(ii) Between 30% to 50% cap is a better arrangement. 
 

Question 3. MAS seek comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
Yes, it is reasonable.  
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 

 
(i) Agree. 
(ii) Agree.  
(iii) Suggest X is 80%. 

 
Question 5.   MAS seeks comments on: 

(i) The requirement to engage an independent external 
party to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 
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(i) Agree. 
(ii) Agree. 
(iii) No Comment. 

12 Tokio Marine 
Life 

 

General comments: 

No comments 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
 
It is not advisable for the sales target to be extended beyond the 
first year, as the risks posed should decrease over time and it may 
not be fair to the agents and companies involved. It may also run 
counter to free market principles if the extension is beyond a 
certain period of time.  
 
Moreover, insurers have to take into consideration the prevailing 
external (i.e. industry developments, competition, etc.) and 
internal (e.g. business priorities and product strategies) 
environment for their business plans and having a cap on sales 
target beyond the first year may stifle innovation and investment 
to strengthen the agency channel, especially for small and 
medium sized companies. 
 

(ii) Whether there are other factors (besides those that are 
set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 
 

Besides those factors listed in para 3.3, one other key factor to be 
considered is the insurer’s own business strategy and direction. 
 
< Additional Clarification:  Referring to Paragraph 3.2, will there 
be an industry standardized definition for “annual achieved 
sales” (i.e. expressed in terms of premiums/ weighted 
premiums/ earned commission/ etc.) and a standardized process 
for companies to operationalize this? > 

Question 2. MAS seeks comments on the following: 
(i) Whether the sign-on incentives that are tied to sales 

targets, should be paid out over at least 6 years 
 
Agree with 6 years payout, as it is consistent with the SCC 
requirement. 
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(ii) Whether the first year payout should be capped at 50% 

of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 

 
Yes.  Agree. 
 
Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 
Agree with the proposed threshold. 
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 

 
We agree in-principle with the proposed structure. However we 
foresee operational challenges in receiving reports from previous 
FA firms, thus affecting the implementation of Proposal 3. 
Presumably to ensure level playing field, FA firms would refer to 
licensed FAs and exempt FAs (e.g. Banks, insurers etc.) and 
similarly these set of requirements are to be complied by all FAs.  
When FA firm A offers sign-on package and mass recruit 
representatives from another FA firm X (e.g. Banks or licensed 
FAs), operational challenges will surface as bank and licensed FAs 
as a distribution channel sells financial products from various 
product manufacturers (e.g. Life insurers). There is no current 
consistent measure of persistency across various product 
manufacturers. Therefore in order to ensure the implementation 
of Proposal 3, regulations must: 

 Ensure that these requirements apply to all FAs (or all 
relevant FAs where FA representatives may come from), 
this is to mandate that FA firm X is to provide relevant 
reports to hiring Firm A in order to operationalise 
Proposal 3. 

 Mandate that the measurement of persistency is based on 
the ring-fencing methodology described in the 
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Consultation Paper, as opposed to individual firm level’s 
persistency calculation. 

 
(ii) Whether the entitlement to the amount of sign-on 

incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

 
We agree in principle, subject to the clarifications below: 

i. That the “persistency ratio” proposed will be based on 
Case Count (as per example in Paragraph 6.4). 
 

ii. That there will be a standardized formula/methodology 
for the calculation of “persistency ratio” (i.e. whether 
based on in-force ratio of ring-fenced policies or based on 
1 minus lapse ratio of ring-fenced policies). 

 
< Additional Clarification:  Clause 6.5 states that the persistency 

ratio for ring-fenced policies is measured 2 years after a 
representative had left his previous FA Firm.  How should the 
previous FA Firm share the persistency information if the 
representative have moved to multiple FA Firms over the span 
of 2 years? > 

 
(iii) What would be an appropriate value for the normal 

threshold (“X”) within the range of 75% to 85% 
75% 

Question 5.   MAS seeks comments on: 
(i) The requirement to engage an independent external 

party to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

 
TMLS does not agree with this proposal as engaging external 
party is expected to increase the overall operational cost, and 
may unduly penalize the majority of agents that abide by market 
conduct requirements. There are also potential issues of 
disputes arising from such external firms not being experienced 
and/or applying inconsistent standards. Insurers should have 
some flexibility to carry out such surveys on its own. 
Paragraph 7.2 states that pre-transaction surveys should be 
conducted for all investment products and A&H policies.  We 
would like to clarify on the definition of “Investment Products”. 
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< Additional Clarification:  Referring to Paragraph 7.2, what are 
the other forms of pre-transaction survey that can be conducted 
(other than via call-backs)? > 
 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

 
Agree 
 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 
 

We think sufficient management engagement and business 
development planning and support are equally important to 
reduce any potential risk of Agency misconduct. 

13 United 
Overseas 
Bank Limited 

General comments: 

No comments 

Question 1. MAS seeks comments on the following: 
(i) Whether the cap on sales target should be extended 

beyond the first year 
(ii) Whether there are other factors (besides those that are 

set out in paragraph 3.3) that should be considered when 
setting sales targets for the second year 
 

Nil 
 
Question 2. MAS seeks comments on the following: 

(i) Whether the sign-on incentives that are tied to sales 
targets, should be paid out over at least 6 years 

(ii) Whether the first year payout should be capped at 50% 
of a representative’s average annual remuneration in 
the past 3 years, with the remaining sign-on incentives 
spread evenly over the remaining 5 or more years 
 

Nil 
 
Question 3. MAS seeks comments on whether setting the 
threshold of a mass recruitment exercise at 30 or more 
representatives within a 60-day rolling period is reasonable. 
 



RESPONSE TO FEEDBACK RECEIVED ON MEASURES TO ADDRESS THE RISKS POSED BY THE USE 
OF SIGN-ON INCENTIVES IN THE RECRUITMENT OF FINANCIAL ADVISORY 
REPRESENTATIVES  6 May 2019 

 

 

Monetary Authority of Singapore  49

Nil 
 
Question 4.  MAS seeks comments on the following: 

(i) Whether the sign-on incentives should be adjusted 
depending on the persistency of regular premium life and 
A&H policies serviced by the representative at his 
previous FA firm, 2 years after the representative has left 
his previous FA firm 

(ii) Whether the entitlement to the amount of sign-on 
incentives based on the persistency ratio of ring-fenced 
policies in Table 1 is appropriate 

(iii) What would be an appropriate value for the normal 
threshold (“X”) within the range of 75% to 85% 

 
Nil 
 
Question 5.   MAS seeks comments on: 

(i) The requirement to engage an independent external 
party to conduct 100% pre-transaction surveys, of which 
minimally 50% to be conducted via call-backs (paragraph 
7.2 and 7.3) 

(ii) The requirement for the hiring firm’s independent sales 
audit unit to conduct 10% post-transaction 
documentation review (paragraph 7.4) 

(iii) Whether there are other safeguards FA firms engaging in 
mass recruitment exercises should put in place to mitigate 
the heightened risks 

 
We will like to clarify the intent to implement the above 2 
measures (i) and (ii) for at least 2 years.  We are of the view that 
the proposal to implement the above measures for a period of 
2 years can be onerous. Besides, with Proposal 2 to spread sign 
on incentives over 6 years and to cap the sign on incentives to 
be paid in the first year, sales representative maybe less 
incentivised to engage in aggressive sales tactics. 
 
We note the proposal to conduct 10% post-transaction 
documentation review.  Currently ISA will conduct post 
transaction documentation review based on a sampling size of 
10% for Selected Representatives and this is applicable to both 
new and existing sales representatives.  Sales representatives 
recruited under mass recruitment exercise are generally 
experienced and it may not be fair to these sales representatives 
to increase the monitoring on them when they have been 
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consistently Grade A representatives.  In addition, with the 
robustness of fact finding system of Financial Institution, it may 
not be the most effective way to increase the sample size of ISA 
documentation review for these sales representatives.   
 
Hence, we propose that the sample size for post transaction 
documentation review to be retained as per existing BSC 
requirement and the pre-transaction survey to be conducted for 
1 year. 
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Please refer to Annex B for the submissions.  


