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Corporate Rescue Mechanisms in Malaysia: A 10-Minute Digest 
 

| by Steven SY Tee and Nuraini Lau | 
 
Due to the impact of the COVID-19 pandemic and the Movement Control Order in 
Malaysia, companies and businesses are becoming financially troubled as the economy 
slows down substantially. They may have to increasingly resort to drastic measures to 
protect their viability, including the use of corporate rescue mechanisms.  
 
Under the Companies Act 2016, these mechanisms are broadly referred to as the 
Scheme of Arrangement (SOA), Corporate Voluntary Arrangement (CVA) and Judicial 
Management (JM). 
 
An SOA is a court-sanctioned binding arrangement between a company and its creditors 
or shareholders, coupled usually with an application for a restraining order on 
proceedings against the company.  
 
A CVA, on the other hand, involves a simpler process where a company enters into an 
arrangement or compromise with creditors with very limited court intervention. The 
application for a CVA provides an automatic moratorium on legal proceedings for 28 days 
while the applicant works with an appointed insolvency practitioner, known as a nominee, 
to devise a proposal for an arrangement.  
 
Under JM, a financially distressed company applies for a court order (a judicial 
management order, or JMO) to place it under the management of an insolvency 
practitioner, known as the Judicial Manager. The Judicial Manager will prepare a 
proposal to be approved by creditors during the period of the JMO and, if approved, 
implement the proposal. Similar to the CVA, an automatic moratorium on legal 
proceedings will take effect on application for the JMO.  
 
A brief table summary of the differences between them and how they apply is set out 
below: 

 
SOA CVA JM 

Applicable 
company 

All companies All companies except 
for:  
 
1. A public company; 
2. A licensed 

institution or an 
operator of a 
designated 
payment system 
regulated by Bank 
Negara Malaysia;  

3. A company subject 
to the Capital 
Markets and 
Services Act; or 

4. A company that 
has created a 

All companies except 
for: 
 
1. A licensed 

institution or an 
operator of a 
designated payment 
system regulated by 
Bank Negara 
Malaysia;  or 

2. A company subject 
to the Capital 
Markets and 
Services Act 
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charge over its 
properties or any of 
its undertakings 
 

Applicant 1. Company; 
2. Creditors; 
3. Members or     
    Shareholders; 
4. Judicial 
Manager; or 
5. Liquidator 

1. Directors; 
2. Judicial Manager; 
or 
3. Liquidator 

1. Company; or 
2. Creditors 
 

Moratorium 
on legal 
proceedings 

No automatic 
moratorium. A 
separate 
restraining court 
order needs to be 
applied for. Period 
of restraining order 
will not be more 
than three months 
and may be 
extended for not 
more than nine 
months.   

Automatic moratorium 
of 28 days upon 
application for CVA, 
which may be 
extended for a period 
of not more than 60 
days. 
 

Automatic moratorium 
upon submission of 
court application for 
JMO until the JMO is in 
place or the application 
is dismissed. The court 
will dismiss a JMO 
application if a receiver 
or receiver and 
manager is appointed 
or a secured creditor 
opposes the 
application.  
 
A further moratorium 
once a JMO is granted 
which will be valid for 
as long as the JMO is 
in force. A JMO may 
be in force for a period 
of six months, which 
may be extended for a 
further six months.  
 

Modifications 
to proposal 

In its order for a 
meeting to be 
summoned, the 
court may state 
whether or not an 
SOA proposal may 
be approved by 
creditors or 
members with or 
without 
modifications.  
 

Modifications of CVA 
proposal by creditors 
or members are not 
allowed.  

Modifications of 
proposal prepared by 
Judicial Manager by 
creditors allowed with 
the consent of Judicial 
Manager.  
 

Approval 
threshold for 
proposal 

At least 75% of the 
total value of the 
creditors or class 
of creditors or 
members or class 

At least 75% of the 
total value of creditors 
present and voting at 
the meeting of 
creditors and a simple 

At least 75% of the 
total value of creditors 
whose claims have 
been accepted by the 
Judicial Manager, 
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of members 
present and voting 
at the meeting. 
 

majority in a meeting 
of members.  

present and voting at 
the meeting.  

Court 
approval of 
proposal 

An SOA that has 
achieved the 
required approval 
threshold shall 
only be binding 
upon court’s 
approval of the 
proposal. The 
court may alter or 
modify the scheme 
as it thinks just.  
 

Court approval of the 
CVA not required. A 
CVA is binding once 
the required approval 
threshold is achieved 
and the nominee only 
needs to report the 
result of the meeting 
to the court.  

Court approval of the 
proposal not required. 
A proposal is binding 
once the required 
approval threshold is 
achieved and the 
Judicial Manager only 
needs to report the 
result of the meeting to 
the court.  

Effect of 
approved 
proposal 

Typically, different 
arrangements 
apply to different 
classes of 
creditors (e.g. 
secured, 
unsecured and 
preferred 
creditors) or 
members. Binds 
all creditors or 
members 
(including 
dissenting 
creditors or 
members) or each 
class of creditors 
or members in 
respect of which 
the respective 
arrangement 
applies.  
 

A CVA cannot bind 
any secured creditors 
without their consent. 
 
Once approved, a 
CVA binds all 
creditors, including 
dissenting creditors. 

Once approved, the 
proposal is binding on 
all creditors.  
 

Cost 
 

Medium due to 
extensive court 
involvement.  
 

Low due to minimal 
court involvement.  

High due to extensive 
court involvement and 
expenses of the 
Judicial Manager in 
carrying out his duties. 
 

Management 
of company 

Directors retain 
management of 
the company. 
 

Directors retain 
management of the 
company guided by 
nominee/supervisor. 

After a JMO is granted, 
the Judicial Manager 
takes over the powers 
and duties of directors.  
 

Termination The SOA includes 
terms on how the 

A CVA comes to an 
end when it reaches 

A JMO can be 
discharged in the 
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Further articles discussing corporate rescue mechanisms in Malaysia can be found on 

the firm’s website. 

 

 

If you have any queries, please contact Nuraini Lau (nlm@lh-ag.com) or her team partner 

Steven SY Tee (syt@lh-ag.com). 
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scheme is to be 
terminated. 

its implementation 
deadline whether or 
not the approved 
proposal has been 
fully implemented. 
 
 

following 
circumstances:  
  
1. the requisite 

threshold for 
approval of the  
Judicial Manager’s 
proposal is not 
achieved;  

2. the purpose 
specified in the JMO 
is fulfilled;  

3. the purpose 
specified in the JMO 
is incapable of 
achievement; or 

4. the Judicial Manager 
manages the 
company’s affairs in 
a manner prejudicial 
to the creditors or 
shareholders.  

 

https://www.lh-ag.com/covid-19-resources/
mailto:nlm@lh-ag.com
https://www.lh-ag.com/steven-sy-tee/?cat=people
mailto:syt@lh-ag.com
mailto:syt@lh-ag.com
mailto:nlm@lh-ag.com

