
Amendments to the Bankruptcy Act reflective of the economy 
 
Background 
 
Since 25 May 2016, the business reorganization procedure for Small and Medium-sized Enterprises 
(SMEs) under Chapter 3/2 of the Bankruptcy Act B.E. 2483 (1940) ("Bankruptcy Act") has been in 
force. However, according to the report issued by the Legal Execution Department dated 30 October 
20201, there have been limitations and inefficiencies to the current business reorganization procedure for 
SMEs, and there were only seven cases brought to the Bankruptcy Court. All were unsuccessful because 
of various factors, e.g., the limited definition of an SME insolvent debtor, the qualifying debt amount, and 
the prepackaged plan required at the time of submission of the petition for business reorganization. 
  
Amid the unsuccessful reorganization of SMEs, the COVID-19 pandemic rendered many SMEs unable to 
pay debts and navigate financial difficulties. SME insolvent debtors require prompt legal protection, i.e., 
automatic stay, which includes the restriction against creditors to file a lawsuit for repayment and 
enforcement on assets of SME insolvent debtors, in order to restructure their incurred debts and 
organization. However, due to the complication of the current SME business reorganization law, which 
requires them to provide the prepackaged plan together with the petition, SME insolvent debtors have to 
solicit a lot of cooperation from creditors in preparing a plan and holding a creditors' meeting to meet all 
legal criteria before submission of the petition for business reorganization. This led to the essential change 
of the SME business reorganization and prepackaged plan scheme. 
 
What's changed 
 
We highlighted the key amendments below. 
 
1. Change of qualifying debt amount 
 
In the draft amendment, the debt amount for the insolvent debtor to be eligible for a large corporation 
business reorganization was adjusted from THB 10 million or more to THB 50 million or more. 
Consequently, the distinction between a large corporation and an SME business reorganization is that 
large corporation insolvent debtors must owe THB 50 million or more, whereas SME insolvent debtors 
must owe less than THB 50 million. SME insolvent debtors can be individuals, juristic bodies, ordinary 
partnerships, registered partnerships, limited partnerships, and other juristic persons operating a business. 
Registration to become an SME, which is required under the current law, will no longer be required. This 
criterion allows more flexibility to the insolvent debtors in entering into an in-court business 
reorganization scheme. 
 
2. Revised provisions of the Prepackaged Plan 
 
Business reorganization for SMEs under the current Chapter 3/2 of the Bankruptcy Act requires the 
petitioner to submit a prepackaged plan approved by creditors with the petition for business 
reorganization. According to the Legal Execution Department's report, such requirement presents 
limitations for SMEs to even initiate the proceeding and thus, they become unable to receive prompt 
protection under the automatic stay. The draft amendment of the Bankruptcy Act essentially removes the 
requirement of a prepackaged plan for SME business reorganizations and imposes a new chapter, i.e., 
Chapter 3/3 of the Bankruptcy Act. This chapter is optional for all insolvent debtors including both large 
corporations and SMEs. 
  

 
1 Read more on report-30102563.pdf (led.go.th) 



Under the draft amendment of Chapter 3/3 of the Bankruptcy Act, only insolvent debtors may petition for 
a prepackaged plan scheme. The insolvent debtor is required to submit the prepackaged plan and evidence 
showing the creditors' approval of the plan at the time the petition for the business reorganization is filed. 
Such prepackaged plan must stipulate the debtor to be the plan administrator to implement the plan. If the 
prepackaged plan does not meet the criteria under the law, the insolvent debtor can again file the petition 
without having to wait another six-month period as set under the current act. If the petition for the 
business reorganization and the prepackaged plan meet the legal criteria for a large corporation or SME 
business reorganization, the court will issue a business reorganization order and approval of the plan 
simultaneously. The legal criteria for approval of the plan includes the resolution of a creditors' meeting. 
A large corporation business reorganization plan is generally approved by at least one creditor class 
having majority vote with at least two-thirds of the total amount of claim in such class and at least 50% of 
the total amount of claim in every class, whereas plan approval for SME business reorganizations under 
the draft amendment requires at least one creditor class having majority vote and at least 50% of the total 
amount of claim in every class. 
  
Once the court issues a business reorganization order and approval of the plan, the insolvent debtor will 
receive protection under the automatic stay, and the prepackaged plan is binding only upon the creditors 
who approve the plan or receive notification of the meeting to approve the plan. In the event the insolvent 
debtor fails to provide material information or there exists material inaccuracies in the outstanding debts, 
the order for business reorganization and plan approval may be cancelled. 
 
What it means for you 
 
If the draft amendment of the Bankruptcy Act is enforced, it would promote the in-court business 
reorganization scheme in Thailand to be more efficient and advantageous for many corporations 
encountering financial difficulty, particularly in the current situation. The option of the prepackaged plan 
scheme would help improve cooperation between a business and its creditors to restructure its debts and 
business more efficiently and promptly. 
  
It is worth noting that under the current Bankruptcy Act, SME business reorganizations require expansive 
cooperation from creditors. Approval of the SME business reorganization plan requires at least two-thirds 
of the total amount of creditors' claims before submission of the business reorganization petition. 
However, under the draft amendment, the required percentage of votes for plan approval is altered to be at 
least 50% of the total amount of claim without mention of the mechanism to verify the creditors' claims 
under the debt investigation process. The SME insolvent debtor must hold a creditors' meeting by itself 
within three months after the announcement of the business reorganization order in the Royal Gazette, 
with the possibility of a one-month extension. The questions that remain are how the creditors will 
participate in the SME business reorganization and who will determine the creditors' votes based on their 
claim under this draft amendment. More importantly, the approved plan is binding upon the creditors who 
attend the meeting or receive the invitation of such meeting despite that the creditors may have voted 
against the plan. These pending issues would lead to real-life complications and a potential battle among 
the creditors and the insolvent SME debtor. 
 
Actions to take 
 
For the time being, business operators may keep their relevant executives informed of the current 
amendments and keep a lookout for any developments or changes once the amendment becomes 
effective. Particularly with the COVID-19 situation that has affected various supply chains and would 
potentially exert a rise in insolvencies of SMEs, business partners may be required to participate as the 
creditors of those SMEs. We will keep you posted on further updates. Meanwhile, please contact our team 
if you require any assistance or more information on this matter. 


