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y previous article

highlighted the issues

related to the nomina-

tion of trustees. Under

the new Act, a policy holder can no

longer act as his own trustee, restrict-

ing the freedom of policy holders in

changing or amending their policies.

As a result some policy holders

may choose to avoid the restric-

tion by leaving the policy without

any nominees. We shall discuss the

implications of the practice in this
article.

Two possible scenarios may arise
where no nominees are appointed.
Firstly, the policy holder may inten-
tionally choose not to nominate any
person. Secondly, a situation may
arise when all named nominees do
not survive the policy holder or if
they fail to claim the policy mon-
ies within 12 months of the insurer
becoming aware of the death of the
policy holder.

In the first scenario, the insurer
may make payment of the policy
monies to the lawful Executor
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(where there is a Will) or to the
Administrator (where there is no
Will). The promptness at which
the insurer may pay out the policy
monies may be determined by the
action of the High Court.

This is because, the execution
of a Will or administration of an
estate (where there is no Will) may
take a longer time as the legal rep-
resentatives of the estate of the
deceased are required to obtain a
Grant of Probate (where there is a
Will) or a Letter of Administration
(where there is no Will) from the
High Court.

A Grant of Probate may take a
minimum of a year to obtain while
a Letter of Administration may take
even longer. Where there are no
legal representatives at the time
of payment of the policy monies,
the insurer may make payment to
the deceased’s spouse, children or
parents according to the Distribu-
tion Act 1958.

In the second scenario where
all the nominees predecease the
policy holder, the insurer may pay
the policy monies not exceeding
RM100,000 to any person who sat-
isfies the insurer that he is entitled
to the estate of the deceased policy

owner as stipulated in the Will or
to the Executor of the Will.

Where there is no Will, the monies
shall be paid to the Administrator.
Where the policy monies exceed
RM100,000, the insurer may pay
the remainder to the legal repre-
sentative of the estate of the policy
holder after a Grant of Probate or
Letter of Administration have been
presented.

A policy without nomination
inevitably delays the payment of
policy monies compared to direct
nomination.

It is a common practice for fe-
male policy holders to nominate
their children as beneficiaries
in a policy. The intention being
the provision for her biological
children in the event her hus-
band may choose to remarry.
How is this nomination actually
effected?

The Financial Services Act 2013
deems a child under the age of
18 years as an incompetent per-
son and in the same category as a
person who is mentally disabled
and allows for the parent of the
incompetent person to receive the
policy monies as a trustee of the
child.

In situations where there is an
estranged marriage, the implica-
tion of FSA 2013 may be unpalat-
able to the wife due to the lack
of trust in the other spouse to
act in a manner beneficial to the
child who is a minor. In addition
where no trustees are nominated,
the nominees become the trustees
and any change to the policy re-
quires the consent of the parent
of the child.

Where there is no surviving
parent, the insurer may pay to
a person who can satisfy the in-
surer that he will apply the policy
monies for the maintenance and
benefit of the child. However,
this only applies for sums not
exceeding RM50,000. Where the
sums exceed that amount, the in-
surer is required to pay the policy
monies to Amanah Raya Berhad
or a trust company previously
appointed by the policy owner.

Where Muslim policy holders
nominate their children, the policy
monies may only be paid out to a
legal representative. Otherwise, the
insurer may pay out the policy mon-
ies to Amanah Raya Berhad or a trust
company previously appointed by
the policy owner. [YETH
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