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Does the ownership of my company add to my 
net worth?’ This is probably a common question 
lingering in the minds of most business owners. Yes, 
the ownership of your company contributes to your 

net worth. Its value, however, varies depending on the method 
of valuation. Wealth protection strategies for business owners 
are more complicated and complex indeed. Protecting business 
entities and personal wealth is equally important. Failure in 
EXVLQHVV� LPSDFWV� VLJQL¿FDQWO\� RQ� WKH� ¿QDQFLDO� SRVLWLRQ� RI� D�
business owner as most of a business owner’s net worth is heavily 
correlated with the value of their enterprise. SME business 
owners could consider the seven strategies presented here for 
H̆HFWLYH�ZHDOWK�SURWHFWLRQ�

1.Consider Setting up a Corporation (Sdn Bhd) to 
segregate Personal Wealth from Company Assets

The concept of segregation of personal wealth and company 
assets looks simple, yet many overlook this fundamental aspect. 
0L[LQJ� SHUVRQDO� DQG� EXVLQHVV� ¿QDQFHV� FDQ� OHDG� WR� YDULRXV�
complications, but by separating the two, you are able to clearly 
LGHQWLI\�\RXU�SHUVRQDO�DQG�WKH�FRPSDQ\¶V�¿QDQFLDO�SRVLWLRQV��1RW�
only that, setting up a corporation (Sdn Bhd) provides a layer of 
legal protection for you and your company as two separate legal 
entities. 

2.Keyman Insurance for Cash Flow and Income/Talent 
Replacement 

Most SMEs are relatively vulnerable and depend heavily on their 
founders and key persons. In the event of any Key Person such as 
WKH�)RXQGHU�KLPVHOI��&(2��&KLHI�6DOHV�2̇FHU��&KLHI�0DUNHWLQJ�
2̇FHU�� +HDG� RI� 2SHUDWLRQ�� 3URGXFWLRQ� 0DQDJHUV� DQG�RU� NH\�
employees being unable to perform their duties (especially due to 
major accidents, critical illness or even death), this could actually 
GLVUXSW�EXVLQHVV�RSHUDWLRQV��ZKLFK�PD\�LPSDFW�WKH�SUR¿WDELOLW\��
sustainability and even business continuity.  The payout of 
.H\PDQ� ,QVXUDQFH�FRXOG�KHOS� VXSSRUW� WKH� FRPSDQ\�¿QDQFLDOO\�
and sustain the business, or even function as funding to nurture 
RU�¿QG�D� UHSODFHPHQW��)RU� WKLV� DUUDQJHPHQW�� WKH�SROLF\�KROGHU�
of  Keyman Insurance is usually the company, while insurance 
payout is payable to the company. Many people may get confused 
between Keyman Insurance and Business Succession Insurance. 
:KLOH�ERWK�RI�WKHP�KDYH�GL̆HUHQW�IXQFWLRQV��.H\PDQ�,QVXUDQFH�

LV�PHDQW� WR� SURWHFW� WKH� LQWHUHVWV� RI� WKH� FRPSDQ\� IRU� FDVK�ÀRZ�
and sustainability of business. Business succession insurance 
is bought by shareholders for succession planning to buy over 
shares of another party upon demise of their business partner(s).

��'LUHFWRU�	�2̇FHU�,QVXUDQFH

D&O insurance works to protect the Company Director(s) or 
WKH�FRPSDQ\�ZKHQ�D�ODZVXLW�LV�¿OHG�DJDLQVW�LQGLYLGXDO�GLUHFWRUV�
who allegedly fail to perform their management role. This occurs 
when people such as customers, shareholders, third parties, 
UHJXODWRUV�DQG�RU�HYHQ�FRPPXQLWLHV�DUH�D̆HFWHG�E\�WKH�GHFLVLRQV�
PDGH�E\�&RPSDQ\�'LUHFWRU�V��DQG�VX̆HU�ORVV�RU�GDPDJH��6PDOO�
organisations are at higher risk as performance is usually backed 
by personal experience rather than the opinion of a professional 
team. Likewise, larger organisations usually have well structured 
procedures, professional teams in place, possibly more mature 
GHSDUWPHQWV��DQG�EHWWHU� WUDLQHG�VWD̆� WR�VXSSRUW� WKHLU�EXVLQHVV�
decisions, and protect them from multiple aspects. 

4.Professional Liability Insurance and Product 
Liabilities Insurance

'L̆HUHQW� W\SHV� RI� 60(� EXVLQHVVHV� UHTXLUH� GL̆HUHQW� OLDELOLW\�
coverage. For SMEs providing professional services, Professional 
Indemnity (PI) insurance protects professionals such as 
accountants, solicitors, architects and engineers against their 
legal liability to pay damages to persons who have sustained 
¿QDQFLDO�ORVV�DULVLQJ�IURP�SURIHVVLRQDO�QHJOLJHQFH�RU�WKDW�RI�WKH�
organisation’s employees in the conduct of the business. The 
LQVXUDQFH� R̆HUV� LQGHPQLW\� VWULFWO\� RQ� OHJDO� OLDELOLW\� EDVLV�� ,Q�
addition to indemnifying the professional against his professional 
OLDELOLW\��3,�LQVXUDQFH�DOVR�LQGHPQL¿HV�KLP�IRU�GHIHQFH�FRVW�DQG�
expenses incurred in respect of a claim.
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On the other hand, SMEs which solicit business as 
manufacturers, vendors, suppliers or exporters, may be exposed 
to the risk of product liability claims. In fact, any point in the 
manufacturing and supply chain of commerce is exposed to this 
ULVN��3URGXFW�/LDELOLW\�LQVXUDQFH�LQGHPQL¿HV�WKH�LQVXUHG�60(�IRU�
sums it is legally liable to pay as damages for bodily injury or 
property damage to third parties arising from defective products. 
In addition, the policy will indemnify the defence costs and 
expenses incurred in respect of a claim to which the policy applies. 
Of course, there are many other types of liability insurance that a 
business owner could leverage to protect his business. 

5.Protection against Business Asset 

Assets included but not limited to machinery, inventory, 
company vehicles, equipment, data, factories etc are the core of 
a business. Therefore, they must be well insured, protected and 
maintained to ensure the smooth operation of the company. Any 
LQFLGHQW���LQFOXGLQJ�¿UH��ÀRRG��EXUJODU\�DQG�F\EHUDWWDFNV���FRXOG�
D̆HFW�WKH�SURGXFWLYLW\�DQG�VXVWDLQDELOLW\�RI�WKH�FRPSDQ\��

6.Leveraging on Personal Insurance 

Besides protecting their businesses, business owners should 
never neglect their personal wealth protection. Should anything 
happen to the business owner, it will be a burden not only to the 
FRPSDQ\�EXW�DOVR�WR�WKH�SHRSOH�DURXQG�LW��VSHFL¿FDOO\�WKH�IDPLO\��

Medical expenses could be a huge burden to bear; transferring the 
risk to the insurance company by paying a consistent premium 
is a small price to pay compared to medical bills. Where there 
is temporary or permanent loss of ability to work, the business 
RZQHU� FRXOG� EHQH¿W� JUHDWO\� IURP� KDYLQJ� SHUVRQDO� LQVXUDQFH��
One should also measure what type of insurance coverage and 
a suitable amount that ensures they are neither over- or under-
insured. There are various types of personal insurance with 
VRSKLVWLFDWHG�ULGHUV�LQ�WKH�PDUNHW��TXDOL¿HG�OLFHQVHG�SURIHVVLRQDO�
advisers can tailor personalised insurance solutions. 

7. Segregating Personal Wealth via an Irrevocable/
Asset Protection Living Trust through a Licensed Trust 
Company

$Q� LUUHYRFDEOH� WUXVW�GL̆HUV� IURP�D� UHYRFDEOH� WUXVW�EHFDXVH� LW�
forces a person (settlor) to give up control of his assets. When a 
business owner creates an irrevocable trust, he (settlor) appoints 
a licensed trust company to act as a trustee, and trustee oversees 
ZKDW�KDSSHQV� WR� WKH� DVVHWV��7KLV� LV� DQ� H̆HFWLYH�ZD\� WR�SURWHFW�
family home, inherited treasures, and other important assets 
from creditors, and legal action. Since assets in an irrevocable 
WUXVW�DUH�QR� ORQJHU�XQGHU� WKH� VHWWORU¶V� FRQWURO�� LW� LV�GL̇FXOW� IRU�
FUHGLWRUV�RU�WKRVH�ZKR�¿OH�D�FLYLO�VXLW�DJDLQVW�WKH�EXVLQHVV�RZQHU�
WR�JDLQ�DFFHVV��+RZHYHU��LI�WKHUH�LV�DOUHDG\�D�ODZVXLW�LQ�WKH�ZRUNV��
business owners may not be able to use this type of trust to 
protect their assets.


