
 

 

 

 QUESTION: – BANKING / GOVERNMENT APPLICATIONS 

Dear Mr. Khugan, 

I am a Sole Proprietor and suffered heavy losses during the MCO and 

Covid period. My records all are good and well maintained for the last 

few years inclusive of my CCRIS and CTOS. When I applied to banks for 

SRF and other loans from June/July 2020, they told that my scoring failed 

because I was a Sole Proprietor? What does that mean? If the Government 

has allowed me to register as a Sole Proprietor and I am paying my taxes 

why is it that my business registration is a problem for banks? I cannot 

understand this, can you please help me understand sir? 

Ahmad Salleh (MALAYSIA) 

THE ANSWER 

Dear Ahmad, 

Truth be told, this problem has been around long before the Covid-19 

Pandermic. Financial Institutions have always limited their lending ratio to Sole 

Proprietors and Partnership based businesses. The primary reason is the RISK 

FACTORS in the registration of the business itself.  

The Basic reason is, that there is No Fundamental Difference between you as 

an Individual and the business per say. Your income is based on the revenue 

earned by the business on a monthly and yearly basis. It is therefore hard to reason what is the amount 

of a borrowing that is used for the business and what is the amount used for personal expenses. Some 

other reasons may also be, as follows: 

YOUR FINANCIAL SCORING – The Financial Institutions always check the financial scoring, when 

processing any loan. Assuming : You have two properties with a loan value of RM1.5 Million and you 

have two cars with a loan value of RM 220,000 and currently need RM 300,000 for the business growth.  

You will find it hard to obtain, as although you are paying your loans on time, the DSR (Debt Servicing 

Ratio) for the existing loans already outweigh the required loan. Being a Sole Proprietor therefore, the 

loan application scoring would definitely fail, and any new loan would be duly rejected. 

REVENUE AND EXPENDITURE RECORDS – As a Sole Proprietor your business is only bound by a 

yearly management accounts to verify your revenue vs expenditure. This is what is recorded for your 

taxation submission. When it comes to Financial Institutions, there must be a very organized method of 

verifying these figures. As in a Private Limited Company (Sdn Bhd) it is a must for a yearly Audit to be 

conducted and these said Audit Reports are to be filed with the Registrar of Companies (R.O.C).  



Now this document automatically verifies by decree of the Accountant that has endorsed the said report 

and filled with a Government agency that the said figures are valid. Therfore, the loan requirements are 

more easily confirmed based on the financial performance of the company. 

CONTINUITY OF THE BUSINESS – Another major issue for Sole Proprietors and Partnerships are  

that as mentioned earlier, they are the Business, the registration is under an individual name and in 

Partnerships under individual names. Therefore, it becomes a HIGH RISK in case of death or disability 

as there is No Continuation of the Business and the loan(s) would become 

non-payable. 

Unlike a Private Limited Company (Sdn Bhd) where there are Shareholders 

and Directors and there is a Paid Up Capital. If the any Director or 

Shareholder is disabled or dead, the company would still continue and the 

remainder Shareholders and Directors would need to service the said loans 

as they have signed a personal guarantee for the loan. 

WHAT IS THE SOLUTION FOR YOU? 

CONVERTING TO A PRIVATE LIMITED COMPANY – Most businesses don’t understand that most 

Finanical Institutions would look at this as a progression in the business. Some of them will also take 

into account your past history as a Sole Proprietors or Partnerships and look at where the company is 

heading in order to consider the required loan(s). 

APPLY FOR SME LOANS – There are sectors for SME’s such as yours that are earmarked for Sole 

Proprietors and Partnerships. However, these loans range between RM 50,000 to a maximum of RM 

250,000.00. My advice is look into your requirement and apply for these loans so that you wont be taking 

up a higher liability and at the same time expand your business by changing your registration status. 

I hope that this has been helpful to you, Its not that you are not encouraged to set up a Sole Proprietor 

and Partnerships nor do you not pay your taxes, this is just how Risk Factors are assessed in Financial 

Institutions. I have clients who being Sole Proprietors and Partnerships have turnovers over RM 8 

Million a year and they too have faced what you have faced, till we advised them to do the same. Give 

us a call should you have any further queries … Always remember…. 

“THE SURVIVAL OF YOUR COMPANY, IS THE SURVIVAL OF OUR ECONOMY.” 

Please feel free to Email me personally during this troubled times at: askkhuganskb@gmail.com  

Visit us at : www.skbassociate.com 

Or  WhatsApp your BUSINESS QUERIES to:  Tel    : 016 – 946 0208 

Till then please Stay Safe!!! 

S. KHUGAN 

GROUP MANAGING DIRECTOR 
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