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Corporate Rescue Under CAMA 2020:
A Critical and Comparative Analysis
of the Administration Framework

For many years, Nigeria's corporate insolvency framework was dominated by
liquidation, often resulting in the termination of businesses that could have been
rescued otherwise. With the attendant job losses and negative impact on the economy.
This creditor-centric approach was embedded in the Companies and Allied Matters Act
(CAMA) of 1990 and reflected in other laws such as the Nigerian Deposit Insurance
Corporation Act and the Asset Management Corporation of Nigeria Act. These statutes
prioritised debt recovery through liquidation, rather than focusing on preserving
struggling businesses.

The enactment of the Companies and Allied Matters Act, 2020 (CAMA 2020) marked a
significant shift in Nigeria's corporate rescue framework. With the introduction of the
Administration of Companies (AOC) and Company Voluntary Arrangements (CVA)',
CAMA 2020 adopted modern corporate rescue mechanisms. This legislative change was
modelled after the United Kingdom's Insolvency Act 1986 to align Nigeria’s insolvency
law with global best practices?.

This article critically examines the administration provisions in CAMA 2020, assessing
their effectiveness in achieving corporate rescue, particularly in comparison to the UK's
insolvency law on which they are modelled.

Corporate Insolvency Under CAMA 1990: Focus on Liquidation

Under CAMA 1990, the focus was largely on liquidation. When companies faced financial
distress, creditors generally pursued:

e Receivership: A secured creditor could initiate receivership to recover debts by
seizing and selling secured assets.

® Winding-Up: This court-driven process dissolved the company, leading to the
liquidation of assets and distribution to creditors.

"Chapter 17 of CAMA

2 Ebeku and Ebubedike, Corporate rescue and restructuring in Nigeria: A critical analysis of the
provisions and procedures under Companies and Allied Matters Act 2020
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While CAMA 1990 allowed for schemes of 11
arrangement and compromise, these measures
were rarely effective because they were lengthy,
costly, and heavily reliant on court processes. As a
result, most companies were liquidated, leading to

Unlike winding-up, which occurs
only after insolvency, administration

allows for early intervention when a

company shows signs
job losses, asset waste, and a reduction in business of financial distress.

value. ,,

What is Administration?

The Act does not explicitly define the term administration, although section 549(1)
defines an "administrator" as a person appointed to manage the affairs, business, and
property of a company. Once an administrator is appointed, the company enters
administration (Section 549(2)(a)) and remains under administration for as long as the
appointmentisin force (Section 549(2)(b)).

An administration order can be made under Section 449 when a company is, or is likely
to become, unable to pay its debts, provided that the order is expected to achieve the
goals of administration. Unlike winding-up, which occurs only after insolvency,
administration allows for early intervention when a company shows signs of financial
distress. The aim is to increase the chances of rescuing a business before it becomes
irreparably insolvent.

The primary objectives of administration, as outlined in Section 444(1), are:
1.Torescue the company, or part of its business, as a going concern;

2. If rescue is not feasible, to achieve a better outcome for creditors than
immediate liquidation would;

3. To realise the company's assets to make a distribution to secured or
preferential creditors.

This shift from liquidation to business rescue represents a more progressive, business-
friendly approach in Nigeria's insolvency framework. Administration offers financially
distressed companies the opportunity to continue operating while restructuring their
debts, giving viable businesses a chance to recover. Unlike a receiver, whose role is
focused on asset realisation, the administrator is tasked with maximising returns for all
creditors and preserving the business as a going concern®.

“See section 209(3) of CAMA 1990
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The recent decision by the Federal High Court in Mr. Okorie Ezenwa Andrew v. Emerald
Leasing Limited (Suit No: FHC/L/CS/2446/2023) reinforced the central role of corporate
rescue in the administration process. The court emphasised that all actions during
administration must align with this goal, further underscoring the administrator's key
responsibility to preserve the business.

Roles and Qualifications of an Administrator

The administrator plays a crucial role in determining the success of the administration
process. Appointed as an independent officer, the administrator assumes control of the
company’s affairs to rescue it as a going concern while also protecting creditor interests,
as mandated under Section 444(3). This dual responsibility of rescuing the business
while ensuring fair treatment of creditors - is pivotal to the administration process.

Only qualified insolvency practitioners can be appointed as administrators, with Section
705 outlining specific eligibility criteria. These criteria, which include a relevant degree, at
least five years of post-qualification experience in insolvency, membership in a
recognised professional body, and authorisation from the CAC, aim to ensure that only
professionals with the necessary expertise manage administration proceedings. While
these standards are necessary to uphold the integrity of the process, it could be argued
thatthe requirements could be more comprehensive.

In the UK's system, which the provisions on administration are modelled after,
insolvency practitioners must meet a more rigorous set of requirements to ensure they
are fully equipped to handle the complexities of administration. For example, in the UK,
insolvency practitioners must pass the Joint Insolvency Examination and adhere to
Statements of Insolvency Practice (SIPs), which provide a detailed framework for ethical
and procedural conduct.

This contrast highlights a potential gap in Nigeria's 11

approach. While the CAMA 2020 framework ensures The court emphasised that
that only qualified professionals are appointed, the all actions during administration
absence of additional measures like mandatory must align with this goal,
examinations could limit the depth of expertise
available to manage complex insolvencies
effectively. Additionally, a key weakness of CAMA
2020 is the lack of penalties for unauthorised
insolvency practitioners. Unlike jurisdictions such as
the UK, where unauthorised practice is a criminal offence, Nigeria does not impose

further underscoring the
administrator's key responsibility
to preserve the business.

)
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similar sanctions. This absence of deterrence could undermine public confidence in the
administration process. Without criminal penalties, the risk of unqualified individuals
attempting to handle complex insolvency cases remains high, potentially leading to
subpar outcomes for creditors and businesses alike. Although the CAC can reject filings
from unqualified practitioners, this administrative measure falls short of offering a
robust deterrent and may not inspire the level of trust required for the system to
function effectively.

Statutory Protectionsin Administration: Benefits and Challenges
A key feature of administration under CAMA 2020 is the statutory moratorium that
automatically takes effect upon the appointment of

an administrator. This moratorium shields the 11
company from immediate creditor action, providing FERWIIERGER@NY P 0PIk =10 ENTe]g %
the administrator with the necessary time to ensures that only qualified

professionals are appointed,

stabilise the business and implement a rescue plan. -
the absence of additional measures

In practice, the moratorium ensures that:

like mandatory examinations
could limit the depth of
® No winding-up petition can be filed while the expertise available to manage

company isinadministration. complex insolvencies effectively.

I

® No legal proceedings can be commenced or
continued without the court's permission.

® A receiver must vacate office once administration begins, if appointed by a
floating charge holder or the court.

® Creditors are prohibited from enforcing security over the company’s assets
without the administrator’s consent or court approval.

Although the moratorium is a valuable protection, gaps remain in its application.
Sections 451 and 452 require applicants to notify certain creditors as soon as reasonably
practicable, which can create a window before the moratorium takes effect. During this
time, creditors may enforce their rights, potentially undermining the intended
protection of administration. Section 463(2) of CAMA further compounds this problem
by enlarging the persons entitled to notice to include “such other persons” as may be
prescribed without any identification of who or the nature of the persons requiring such
notice.
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In contrast, the UK Insolvency Act 1986 provides for an interim moratorium to take effect
immediately upon filing an application to appoint an administrator, offering the
company protection from any creditor who may choose to enforce their security from
the outset. Without a similar interim safeguard, Nigeria's system risks weakening the
effectiveness of administration.

Challenges

1. Lack of Cross-Border Insolvency Provisions: One of the most glaring gaps in CAMA
2020 is the absence of provisions for cross-border insolvency. Unlike Ghana's
Corporate Insolvency and Restructuring Act 2020 (CIRA), which includes
mechanisms for cooperation between local and foreign regulators, or the UK's
Insolvency Act, which has clear guidelines for managing foreign companies'
insolvency, Nigeria's legal framework does not address the growing need for
international collaboration in insolvency proceedings. This creates potential legal
and logistical challenges for Nigerian businesses with cross-border operations or
foreign creditors, complicating the process of reaching settlements or
restructuring. Without such provisions, Nigeria risks being viewed as an
unattractive jurisdiction for foreign investment, as stakeholders may prefer more
predictable, internationally recognised insolvency frameworks.

2. Delaysinthe Statutory Moratorium: Delays in the implementation of the statutory
moratorium undermine the protection intended for distressed companies.
During this gap, creditors may attempt to enforce their rights before the
moratorium takes effect, weakening the intended security that this provision is
meantto provide.

3. Lack of Penalties for Unqualified Insolvency Practitioners: The absence of
penalties for unqualified insolvency practitioners diminishes the integrity of the
administration process. Without criminal sanctions or strong deterrents, the
system remains vulnerable to misuse, potentially undermining the confidence of
stakeholders and threatening the overall effectiveness of the framework.
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Conclusion

The introduction of administration in CAMA 2020 is a significant advancement in
Nigeria’'s corporate insolvency regime. By shifting the focus from liquidation to business
rescue, the law enables distressed companies to restructure and continue operating.
However, challenges such as the absence of cross-border provisions and procedural
gapsinthe moratorium must be addressed for the system to achieve its full potential.
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