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My 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 fi rst scenario, the insurer 
may make payment of the policy 
monies to the lawful Executor 

(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-
isfi es 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.  MSME  

Common mistakes in 
insurance nominations

Rightsizing the staff 
force for business 
survival!

The raging debates in 
business circles over the 
unfortunate MAS conun-
drum have been going 

around over the last few weeks. 
The shareholders of this Malay-
sian National Airline recently an-
nounced, not unexpectedly, that 
MAS will be taken private to fa-
cilitate restructuring so that it will 
be profi table again.

However in its reports, it reaf-
fi rmed the public’s concern on its 
bloated workforce, as one of the 
reasons for the continuous mega 
losses. This column will not delve 
on the misfortunes of MAS but 
rather takes a page from it on the 
human resource management as-
pect of managing businesses.  It 
certainly will be a good case study 
and aspiring organizations can 
learn from this business disaster.

After all MAS is categorized as 
a government-linked company 
(GLC) and their business is not 
by any measure of comparison 
similar to SMEs. But the principles 
and art of managing human capital 

will not be widely different.
Financial analysts have repeat-

edly highlighted that MAS is ‘over-
staffed’ and the human resources 
make up about 14% to 15% of the 
total costs with some 20,000 em-
ployees. This national airline is not 
the only airline company suffering 
losses but there have been other 
loss-making airlines.

The published losses from those 
loss-making Airlines, such as 
Quantas and JAL would include 
a declaration that the human capi-
tal aspect will be examined and 
at the same time, announced the 
daunting prospect on a cut in staff 
numbers.  These all sound plausi-
ble for turnaround plans no matter 
what the size of the organization.

What lessons can be learnt from 
this MAS financial debacle and 
its staff structure?  How does this 
relate to SMEs? In a sense SMEs are 
mostly lean organizations with no 
luxury for surplus headcounts or 
extra layers to portray a fi ve-star 
set up.

Right from the start, SMEs will 

not be able to withstand massive 
losses over a period of several 
years. Headcounts are kept to the 
minimum and manpower planning 
is taken on seriously as an essential 
management tool.

Staff numbers with its built in 
overheads are fixed cost to the 
business regardless of the busi-
ness tempo. It is not something that 
entrepreneurs can juggle with ease 
on the employment and separation 
of staff.

Industry HR professionals can 
attest to the gigantic tasks of man-
aging separation exercises and its 
inherent costs. Engaging of ad-
ditional staff however is easier as 
long as the organizations have the 
ability to pay. So, it is paramount 
that SMEs retain their mantra to 
have a ‘right-sized’ structure that 
is effi cient and functional.

Right-sizing the staff structure 
requires careful planning. It is in-
conceivable that SMEs can afford to 
have a ‘one man, one job’ structure. 
On this note, the drive should be 
towards the multi-tasking direction 

and coupled with multi-skilling 
talent to achieve the lean and mean 
organization.

For example, SMEs should ex-
amine these roles or duties and 
whether such integration of some 
front-line activities with backroom 
functions are feasible. Working 
in ‘silos’ was never designed in 
most organization structures but 
it emerged unknowingly. In lean 
and effi cient SMEs these should 
be eliminated.

A good case to study was to look 
at how small hotels in Europe op-
erate. The hotel receptionist has a 
multi-functional role; from book-
ing, concierge, book-keeping and 
also doubling as a waiter during 
breakfast are some of our observa-
tions. Perhaps readers can examine 
whether this formula works in Ma-
laysia or whether the ‘silo’ work 
mentality is glaringly practiced?

There are two core segments in 
human resource management that 
must be in place to ensure a func-

tional, cost effi cient and effective 
staff structure. Staff overheads as 
important fi xed costs are one and 
the other is attracting and retaining 
staff for their skills and experience.

In a full employment situation 
that Malaysia is experiencing right 
now, it may not be enough to pay 
the minimum wage but it has to 
match with the economic and cost 
of living structure in the region or 
location.

SMEs are mindful that for every 
RM1,000 paid there will be at least 
another 30% to 40% of related and 
compulsory benefits that goes 
with it. These are in the form of 
statutory EPF, training, medical 
coverage and protection and also 
some incentives that is absolutely 
necessary.

It is no small cost and as SMEs 
operate in a competitive environ-
ment, survival in the business 
would be dependent on loyalty 
and the right number of talented 
staff in its organization.  MSME 
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