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Companies (Exemption) Order 2020



Companies (Exemption) Order 2020
P.U. (A) 123/2020 Gazetted 23 April 2020

• In exercise of the powers conferred by section
615 of the Companies Act 2016 [Act 777], the
Minister, upon the recommendation of the
Commission, makes this order.

• This Order applies in relation to any notice of
demand under paragraph 466(1)(a) of the Act
which is served within the period from 23 April
2020 to 31 December 2020
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Companies (Exemption) Order 2020
P.U. (A) 123/2020 Gazetted 23 April 2020

• Exemption

– The Minister exempts all companies from paragraph
466(1)(a) of the Act which provides that any
company shall be deemed to be unable to pay its
debt if the company neglects any notice of demand
by any creditor to pay its debt or to secure its debt
or to compound its debt to the satisfaction of the
creditor within a period of twenty-one (21) days
after the notice of demand is served on him.
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Companies (Exemption) Order 2020
P.U. (A) 123/2020 Gazetted 23 April 2020

• Condition for exemption

– The exemption is subject to the condition that
any company shall be deemed to be unable to
pay its debts under paragraph 466(1)(a) of
the Act if the company neglects any notice of
demand by any creditor to pay its debt or to
secure its debt or to compound its debt to
the satisfaction of the creditor within a period
of six (6) months after the notice of demand
is served on him.



FAQs - Increase To The Value Of Indebtedness 
From RM10,000 To RM50,000 Until 31.12.2020

• To assist company affected by the COVID-
19 pandemic where cash flow is limited to
pay the company’s debt, the increase of
the threshold to RM50,000 and the
extension of period to comply with the
notice of demand to six (6) months will
assist company to restructure and
stabilize the financial flow of the company
during the said six (6) months’ period and
may avoid the company from facing a
winding up action in Court.
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2016年公司法令
Companies Act 2016

A company is deemed to 
be unable to pay its debts 

in the event the said 
company neglects to pay 

the sum in a statutory 
notice of demand to the 
creditor or to secure or 

compound for the debt to 
the satisfaction of the 

creditor within 21 days 
from the date of service of 

the statutory notice of 
demand.



2016年公司法令
Companies Act 2016

• Prior to the minister’s order, companies which owed others money had
a maximum of 21 days to settle their debts, failing which they would
be liable to closure under Section 466 (1)(a) of the Companies Act
2016.

• This Order provides that, as of 23.4.2020 until 31.12.2020, a company
shall only be deemed unable to pay its debt under Section 466(1)(a) of
the Companies Act 2016 in the event the said company neglects to pay
the sum in a statutory notice of demand to the creditor or to secure or
compound for the debt to the satisfaction of the creditor within six
months [instead of 21 days under Section 466 (1)(a)] from the date of
service of the statutory notice of demand



Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months

Debtor

Creditor

RM7.33 million



Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months

Extract From Malay Mail:

• On May 12, Penang-based construction firm Wabina Constructions & Engineering Sdn
Bhd filed its legal challenge against the Malaysian government, the Domestic Trade and
Consumer Affairs Ministry (KPDNHEP), Datuk Alexander Nanta Linggi in his capacity as
the domestic trade and consumer affairs minister, the Companies Commission of
Malaysia, Seal Properties (KL) Sdn Bhd.

• Following a dispute over contract payments that Seal was due to pay to its main
contractor Wabina, Wabina had obtained an adjudication award where Seal was
ordered to pay over RM7.33 million on or before March 26, court documents filed by
Wabina said.



Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months

Extract From Malay Mail:

• But with Seal still failing to pay the amount to Wabina since March 27 which meant
their relationship is now that of a debtor and creditor, Wabina said it had the right
under Section 466 of the Companies Act to issue a notice of demand to Seal to demand
for the payment.

• Under Section 466, a company which fails to pay the sum demanded in a notice of
demand within 21 days after being served the notice, will be considered as unable to
pay its debts. The company can then be wound up.



Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months

Extract From Malay Mail:

• But due to the MCO which was imposed since March 18 and which was later extended
to May 4, Wabina said it was unable to issue and deliver the notice of demand for
payment to Seal.

• On April 23, KPDNHEP minister Linggi made a new written order — Companies
(Exemption) (No. 2) Order 2020 — to exempt any companies that fail to pay the debt
demanded in the notice of demand from the Companies Act’ Section 466 provision
with the 21-day requirement, instead stating a new period of six months.



Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months

Extract From Malay Mail:

• In other words, the new order on April 23 means that companies who owe debts are
now given an extended period of six months — instead of the original 21 days — to pay
up as demanded in notice of demands from their creditors to avoid being wound up.

• The order — which becomes a subsidiary legislation of the Malaysian government —
applies to any notice of demand served during the April 23 to December 31, 2020

period.



Extract From Malay Mail:

Why this is important

• In the court documents filed by Wabina, it argued that the new rules had retrospective
effect and had affected its substantive rights as a creditor under the Companies Act.

• Wabina also said its constitutional rights to equal treatment under the law were
infringed on, arguing that the new government order allegedly gave Seal as the debtor
more protection under the law than Wabina as the creditor.

Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months



Extract From Malay Mail:

• Among other things, Wabina argued that the KPDNHEP minister had acted beyond his
powers under the law to issue the April 23 order, arguing that the 21-day period in the
Companies Act could not be amended by a mere ministerial order and that only
Parliament has the powers to make changes to such a substantive law.

• Wabina also accused the government, KPDNHEP and its minister of “usurping”
Parliament’s powers to make laws and of infringing the doctrine of separation of
powers by issuing the April 23 order.

Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months



Extract From Malay Mail:

• Claiming that the government had acted unreasonably and disproportionately by
allegedly giving legal protection only to debtors via the April 23 order, Wabina also
argued that the government had failed to take into account that the six-month
extension in the government order was allegedly “adverse” and “counter-productive”
to the “revival of the Malaysian economy”.

• While acknowledging the KPDNHEP minister’s powers under the Companies Act’s
Section 615 to make orders to exempt the Companies Act from applying to “any
person, corporation or class of corporations”, Wabina argued that it was wrong for the
KPDNHEP minister to make an order with a blanket exemption on all companies in
Malaysia from any Companies Act provision.
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Extract From Malay Mail:

• In its judicial review application, Wabina
is seeking for several orders from the
court, including an order to quash or set
aside the April 23 order, and an order to
compel all those sued to comply and
recognize the court’s decision in this

lawsuit.

Construction firm sues govt for bypassing Parliament with new rules 
protecting companies who can’t pay debts for six months
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