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Amendment to Insolvency Act 1967 to 
Mitigate Financial Ramifications of 
COVID-19 and Provide Individuals with 
Additional Protection From Bankruptcy  

 

On 25 August 2020, the Insolvency (Amendment) Bill 2020 (“Insolvency Bill”) was passed with a simple 

voice majority in the Dewan Rakyat. It appears that the Insolvency Bill is intended to mitigate the financial 

ramifications of the unprecedented COVID-19 pandemic and to provide individuals with additional 

protection from the threat of bankruptcy. 

 

Changes Introduced by Insolvency Bill  

 

Increasing minimum debt threshold  

 

Clause 2(a) of the Insolvency Bill seeks to amend the Insolvency Act 1967 (“Act”) by increasing the 

minimum debt threshold for the presentation of a bankruptcy petition, from RM50,000 to RM100,000. 

This represents the fourth amendment to the minimum debt threshold since the Act came into force in 

1967, where the original minimum debt threshold was RM2,000.  Since then, the minimum debt 

threshold has increased to RM10,000 in 1992, and then to RM30,000 in 2003, and subsequently to 

RM50,000 in 2017. 

 

Additionally, Clause 2(b) of the Insolvency Bill also grants the Minister the discretion to further amend 

the minimum debt threshold for a specific time period, provided that: 

 

(a) there are special circumstances; and 

(b) it would not be contrary to public interest to do so. 

 

Saving provision for pending bankruptcy petitions 

 

Further, Clause 3 of the Insolvency Bill provides that only bankruptcy petitions which are presented and 

are still pending before the Insolvency Bill is enacted and comes into force shall continue as if the Act 

has not been amended by the Insolvency Bill. What this means is  that once the Insolvency Bill is enacted 

and comes into force, unless a judgment creditor has presented a bankruptcy petition against a 

judgment debtor, any judgment debt below RM100,000 cannot be the basis of a bankruptcy action 

against a judgment debtor. 



 
 

Client Update: Malaysia 
2020 SEPTEMBER 

 
 
 
Restructuring & Insolvency 

 
 
 

 
© Christopher & Lee Ong | 2 

 

Comparison with COVID-19 Bill  

 

Separately, the Temporary Measures for Reducing the Impact of Coronavirus Disease 2019 (COVID-

19) Bill 2020 (“COVID-19 Bill”) was also passed by the Dewan Rakyat on 25 August 2020 in the same 

sitting. The COVID-19 Bill aims to provide temporary relief to reduce the impact of the COVID-19 

pandemic and the effects of the Movement Control Orders that were implemented throughout the nation. 

 

Clause 2(a) of the Insolvency Bill is consistent with Clause 20 of the COVID-19 Bill. Both clauses seek 

to increase the minimum debt threshold for the presentation of a bankruptcy petition from RM50,000 to 

RM100,000.  

 

While the amendments introduced by the Insolvency Bill are largely in line with the amendments 

introduced by the COVID-19 Bill, there are certain differences between the Bills which warrant specific 

attention. 

 

Clause 19 of the COVID-19 Bill only seeks a temporary increment to the minimum debt threshold from 

the date of publication of the COVID-19 Act (after the COVID-19 Bill is enacted) until 31 August 2021. 

On the other hand, the increment introduced by Clause 2 of the Insolvency Bill is not bound by a specific 

time frame, and the Minister also has the discretion to further amend the minimum debt threshold for a 

specific time period.  

 

Therefore, it would appear that any exercise of the discretion of the Minister (under Clause 2(b) of the 

Insolvency Bill) to further amend the minimum debt threshold, between the date of publication of the 

COVID-19 Act until 31 August 2021, would, in order to prevent any inconsistency, require a 

corresponding amendment to effect a change to the minimum debt threshold under the COVID-19 Act.  

 

It is envisaged that the increment to the minimum debt threshold pursuant to both Bills would have the 

largest impact on judgment creditors who are considering enforcing judgments for debts of between 

RM50,000 and RM100,000. Now is the opportune time for such judgment creditors to take decisive 

action to pursue bankruptcy proceedings before the Bills come into force and before it is too late.  

 

Visit our COVID-19 Resource Centre for views from our lawyers across the region on common issues 
and legal implications brought about by COVID-19. For specific inquiries, please reach out to your 
relationship partner or send an email to our COVID-19 Legal Team. 
 

 

 

 

 

 

https://www.rajahtannasia.com/resource-centre/covid-19
mailto:covid-19legalteam@rajahtann.com
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Our Regional Contacts 

  
Rajah & Tann Singapore LLP 

T  +65 6535 3600   

sg.rajahtannasia.com 

  
Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

   

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

  
Rajah & Tann Myanmar Company Limited 

T  +95 1 9345 343 / +95 1 9345 346 

F  +95 1 9345 348 

mm.rajahtannasia.com 

   

 
Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

 

  
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 8894 0377 to 79 / +632 8894 4931 to 32   

F  +632 8552 1977 to 78 

www.cagatlaw.com 

   

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

  

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 
Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

  

 

Rajah & Tann (Laos) Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

 

 

Rajah & Tann Asia is a network of legal practices based in Asia. 

 

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a 

member firm are governed by the terms of engagement between the member firm and the client. 

 

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally 

binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which 

may result from accessing or relying on this update. 
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Our Regional Presence 

 
 
 

Christopher & Lee Ong is a full service Malaysian law firm with offices in Kuala Lumpur. It is strategically positioned to service clients in a range of 
contentious and non-contentious practice areas. The partners of Christopher & Lee Ong, who are Malaysian-qualified, have accumulated 
considerable experience over the years in the Malaysian market. They have a profound understanding of the local business culture and the legal 
system and are able to provide clients with an insightful and dynamic brand of legal advice. 
 
Christopher & Lee Ong is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, Malaysia, 
Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.    
 
The contents of this Update are owned by Christopher & Lee Ong and subject to copyright protection under the laws of Malaysia and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Christopher & Lee Ong. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business or operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Christopher & Lee Ong. 


