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Abstract 
The damaging effect of corporate failures on virtually every 
segment of a society has made corporate rescue and restructuring 
the paramount consideration of governments and other 
stakeholders. The global trend is to make laws that promote the 
survival of companies in distress and ensure that they continue to 
trade as a corporate entity.  Prior to the new legal regime, the 
only restructuring mechanism in Nigeria was the arrangement 
and compromise procedure. However, the CAMA 2020 added other 
rescue mechanisms to the existing procedure in Nigeria. This aim 
of this paper is to analyse the effectiveness of the respective 
restructuring mechanisms provided by the CAMA 2020 and their 
capacity to rescue businesses in distress in Nigeria. The doctrinal 
research method was adopted as primary and secondary sources 
of law were examined. This paper found amongst others that the 
CAMA 2020 increased the rescue and restructuring options 
available to financially distressed companies and creditors in 
Nigeria, and that some of the corporate rescue and restructuring 
mechanisms lacked general moratorium. This paper recommended 
the amendment of the CAMA 2020 particularly in respect of 
stand-alone legislation, moratorium and continuing finance of 
distressed companies during rescue and restructuring period, in 
line with best global practice. 
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Introduction 
The effect of incorporation of a company is that the company becomes a 
legal personality different from its members or officials or organs,1 with 
certain attributes, abilities and capacity to exercise the powers to own 
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properties,2 and remain in perpetual succession.3  The incorporated entity 
also has all the rights and privileges of a natural person of full capacity,4 
for the furtherance of its objects, to the extent of its memorandum and 
articles.5 In the pursuit of its said objects, which ultimately, is to make 
profit and remain solvent, a company may exercise its powers to borrow 
funds from financial institutions or to receive goods/services and supplies 
on credit.  In order to obtain such credit funds, the company may be 
required to charge or mortgage its properties, undertakings and uncalled 
capital or any part thereof and issue debenture stock or other securities 
out rightly or as security for the debt.6 
However, things do not always go as planned or forecasted, as such, by 
reason of poor investment decisions, fraud, negligence or even acts of 
God, nature or third parties and force majeure a company may find itself in 
financial distress and  not able to pay its debt. A Company is not able to 
pay its debt where it cannot muster sufficient cash to meet its financial 
obligations and debts as at when due or on demand by the creditors.7 A 
company is also said to be unable to pay its debt where it is established to 
the satisfaction of the court that the value of the company‟s assets is less 
than the amount of its liabilities in relation to its contingent and 
prospective liabilities.8 
The consequence of the failure of a corporate entity to pay its legitimate 
debt as at when due is that the creditors become entitled to invoke the 
provisions of the loan or credit agreements to realize their funds. At this 
point the survival of the debtor company is the last thing on the creditors‟ 
agenda and the creditors will usually explore the fastest and easiest 
avenues opened to them in the transaction agreements or provided by 
legislation, to get back their funds in the distressed debtor company such 
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as by applying to Court to appoint a receiver,9 or by filing a Petition for 
winding up proceedings.10 The purpose of corporate rescue is to restore 
the financial health and viability of a company's business in such a way 
that it either increases the chances of the corporate body continuing in 
existence as a solvent entity, or results in a better return for the creditors 
of the corporation than would be the case should the company go into 
liquidation. Corporate rescue is therefore a noble concept, which seeks to 
balance out the interests of the creditors, debtors and the other 
stakeholders in the corporate entity in line with international best 
practices. In addressing the situation, major countries of the world have 
taken legislative steps to ameliorate if not to arrest, the growing trend of 
corporate failures, by putting robust legislation or regulations on ground 
to rescue companies in financial distress. 
 
Corporate Rescue and Restructuring Mechanisms under the Companies 
and Allied Matters Act, 2020 
Following wide spread criticism of the outdated CAMA 1990,11 the CAMA 
2020 was signed into law almost after three decades, on August 7 2020.12 
The CAMA 2020, provided for a variety of rescue and restructuring 
options for corporate bodies in financial distress and creditors alike as 
alternatives to liquidation through the winding up proceedings. The 
rescue and restructuring options provided by CAMA 2020, which are the 
company voluntary arrangements, company administration, netting and 
arrangements and compromise, will be discussed hereunder. 
 

1. Company Voluntary Arrangements 
The CAMA 2020 introduced the company voluntary arrangements (CVA) 
in Nigeria as a mechanism for rescue of corporate entities in distress.13 
CVA is a much needed intervention in the corporate rescue and 
restructuring framework in Nigeria. A CVA is much like a scheme of 
arrangement in some respect. One basic difference between a CVA and a 
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scheme of arrangement is that while CVAs are in the form of contract 
requiring the consent of creditors and members of the company to take 
effect, a scheme of arrangements is not.14 Furthermore, a scheme of 
arrangement, is largely court dependent, and relies on the orders of the 
court to convene meetings of creditors and members and thereafter to 
sanction the resolutions passed at the meetings.15 
A CVA as a scheme of arrangement is utilised by a company in financial 
distress to restructure the debts payable to creditors.16 It is a mechanism 
provided by CAMA 2020 to rescue the financially troubled company by 
way of making voluntary proposals to the creditors on the payments of 
due debts.17 The CVA is a departure from the creditor focused insolvency 
regimes of the past. Its main objective is to provide a confidential and 
inexpensive resolution of the financial difficulty to the concerned parties. 
The CVA allows the management of the debtor company to continue to 
run the affairs of the company in ways similar to the United States of 
America (USA) corporate insolvency procedure, otherwise known as, 
Chapter 11 of the Bankruptcy Code.18 
 
Procedure 
A CVA, being a composition in satisfaction of the distressed company‟s 
indebtedness or as a proposal to restructure its affairs, may be proposed 
by the directors of the company.19 An administrator may make the 
proposal where the company is in administration,20 and a liquidator is 
also entitled to initiate the proposal if the company is being wound up.21 
Under the CVA, it is not required to be established that the company is 
insolvent, but that the company is obviously in financial difficulty.22 
The proposal shall provide for the appointment of a “nominee” who is to 
act as a trustee or otherwise. The function of the nominee in respect of the 
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CVA is limited to supervising the implementation of the approved 
proposal.23 The CAMA 2020, prescribes that the nominee be a person 
qualified to act as an insolvency practitioner.24 Where the directors of a 
distressed company initiate the CVA,25  a document which sets out the 
proposed arrangement,26 and also contains details of the creditors, assets, 
liabilities and debts of the company,27 is drawn up and handed over to the 
nominee appointed by the directors.  The nominee, on being given the 
said document/proposal, shall submit a report to the court within 28 days. 

The nominee shall in the report express his opinion on whether meetings 
of the company and creditors should be held and the date, place and time 
of such meetings.28 
Where a liquidator or administrator proposes the CVA and he is to act as 
the nominee, he is entitled to summon the meetings of the members of the 
company and the creditors at a date, time and place of his choosing.  In 
such circumstances, the nominee is not required to notify the court of such 
meetings.29 
The meeting is held for the purpose of approving the 
arrangement/proposal with or without modifications.30 A proposal which 
affects the rights of secured creditors to enforce his security from the 
distressed company cannot be modified without the concurrence of the 
secured creditors affected.31 The proposal or arrangement may also not be 
approved in other circumstances provided by the CAMA 2020.32 The 
proposal takes effect where approval has been granted to it by meetings of 
the creditors and members.33 Within 28 days of the meeting,34including 
the day the decision was taken, where the decision taken by the creditors‟ 
meeting defers from that taken by the company meeting, a member of the 
company may approach the Court for direction.35 
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The Court has wide discretionary powers and may order that instead of 
the decision of the creditors‟ meeting, the decision of the members of the 
distress company meeting should have effect,36 and such order of the 
court shall have effect as if it was made by the company at the creditors‟ 
meeting and shall bind every creditor who was entitled to cast his vote at 
the meeting, by the provisions of the rules.37 
 
Issues and Challenges with the CVA 
Firstly, the interpretation given to “rules” by CAMA 2020,38 is limited to rules 
made by the Chief Judge of the Federal High Court of Nigeria as provided by 
section 616 or 683 of the Act, which are in respect of winding up proceedings 
and the regulations made by the Corporate Affairs Commission (CAC). The 
CAMA 2020 appears not to have given powers to the Chief Judge of the 
Federal High Court to make rules in respect of all the corporate rescue or 
restructuring mechanisms, except administration of companies. The CAC has 
till date not made any rules in respect of corporate and restructuring 
procedure or proceedings and its Regulations,39 did not contain any such 
rules or procedure. 
Secondly, the CAMA 2020 did not provide for a general moratorium where 
the CVA has come into effect. The implication is that secured creditors of the 
distressed company who do not give their consent to the arrangement will be 
entitled to explore other means to have their debts repaid, including going to 
court. 
Thirdly, the CVA is contractual in nature and can only be effective when the 
creditors and members of the distressed company give their approval to it. 
Once agreed on, the CVA binds all unsecured creditors, but secured creditors 
who did not approve of the CVA are not bound by it and can approach the 
Court for the enforcement of their due debts. This leaves the success of the 
CVA procedure at the mercy of the secured creditors. As a result an 
arrangement may be approved once it is established that will be of benefit to 
secured creditors, even if there is no  prospect of the arrangement resulting in 
payment to other categories of creditors,40 as held by the English court in 
Commissioner of Inland Revenue v Adam and Partners Ltd.41 
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2. Administration of Companies 
The CAMA 2020 introduced administration of companies as a rescue and 
restructuring mechanisms into the insolvency framework in Nigeria.42 
Administration of companies is a rescue procedure that provides for the 
appointment of an administrator to oversee the business and asset of a 
company in financial distress, with the aim of rescuing the company‟s 
business and ensuring that the company continues to trade as a business 
entity.43 Administration has the potential of returning the company to 
financial health and vitality.44 Notwithstanding that the primary goal of 
administration is to rescue the company, an administrator is empowered 
to seek an alternative plan of action that will provide a better outcome to 
creditors, once he is satisfied that it may not be possible to achieve a 
rescue of the company.45The CAMA 2020 provides that an administrator 
should be a person qualified to practice as an insolvency practitioner,46 
whose emolument is paid from the assets of the company.47 
The legal status of an Administrator of a company is that of an officer of 
Court and this is irrespective of whether he was appointed by the Court or 
not.48 This appears to be a significant difference between an administrator 
and a receiver. A receiver is an agent of his appointer where appointed 
outside the court.49 However, notwithstanding his legal status, the 
administrator of a company acts as the agent of the debtor company,50 in 
performing his functions.51 
 
Procedure 
For an administrator to be appointed by the Court, an application may be 
brought by any one or combination of; the company, its directors, one or 
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more creditors of the company, a designated officer of the Court 
appointed to act as a receiver.52 
The Applicant is required, as soon as is practicable, after making the 
application, to bring the application to the notice of any court or person 
that has appointed a receiver for the company,53 a person entitled to 
appoint a receiver,54 or an administrator of the company,55 and any other 
persons entitled to receive the notice by the provisions of CAMA 2020.56 
A court to which an application for administration order is made may 
make the order, if the applicant establishes to the satisfaction of the court 
that the company cannot pay, or is unlikely to pay its debts57 and that the 
purpose of the administration will be achieved by the administration 
order.58  The Court hearing the application is vested with unfettered 
discretionary powers to make an administration order sought, dismiss, 
adjourn or make any interim orders.59 The court may exercise its powers 
to convert the application to a winding-up petition and make orders 
required under winding-up proceedings60 and such other orders as the 
court may deem fit to make in the particular circumstances.61 
An administrator may also be appointed by a holder of a floating charge,62 
or by the company or its directors.63 This is usually referred to as an out of 
court appointment of administrator.64A holder of a floating charge or 
director or the company, who gives its notice of intention to appoint, shall 
file with the CAC a copy of the notice as soon as is practicable.65 The 
notice should include a statutory declaration,66 made in the prescribed 
form and time,67 stating that the company cannot pay or is unlikely to be 
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able to pay its debts,68 that no liquidator has been appointed or no 
liquidation proceedings is ongoing against the company,69 that to the best 
of the knowledge of the person making the statement, no provisions of the 
CAMA 2020 prevents the appointment.70 The person may give such 
information as may be prescribed,71 and may also furnish document 
accompanying the notice.72 The appointment of the administrator by a 
holder of a floating charge or by the company or its directors takes effect 
as soon as the notice of such appointment is filed with the CAC.73 
Furthermore, the appointer of an administrator for the company is 
required to file with the court a copy of the notice of appointment along 
with other prescribed documents,74 including a  statutory declaration and 
a statement from the person making the appointment or on his behalf to 
the effect that he is entitled to make the appointment and that same was 
made in compliance with the CAMA 2020 and all information given in the 
statutory declaration filed with the notice of intention to appoint are 
correct.75 
 
Effects of Administration 
One of the key benefits of administration as provided by the CAMA 2020, 
is that moratorium is put in place to prevent the creditors from enforcing 
their rights against the distressed company and other processes.76 The 
creditors are barred from appointing receivers or winding up the 
company or even going to court to enforce the debt.  A landlord is also 
precluded from exercising his right of forfeiture or re-entry in respect of 
premises let, or in possession of the debtor company.77 Moratorium is very 
crucial to the success of the administration process, as this enables the 
administrator to use the property of the company free from any 
encumbrance or litigation. Instead of exerting time, resources and energy 
on countless litigation, the administrator is then free to channel his focus 
on overseeing the affairs of the troubled company. In essence, the effect of 
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moratorium is that owners of properties in possession of the debtor company 
are barred from initiating recovery or insolvency proceedings against the 
company, unless the administrator consents,78 or the court gives permission.79 
 
Termination 
Administration may be determined by effluxion of time.80 Administration 
may also be terminated by an order of Court pursuant to the application of 
the administrator.81  An administrator is entitled to make the said application 
where he believes it is impossible to achieve the purpose of administration,82 
or that administration should not have been entered into by the company in 
the first place,83 or where he is required to make the application by creditors‟ 
meeting.84 
Administration may also terminate following a notice sent to the Court and 
CAC by the administrator stating that the purpose of the administration of 
the company has been achieved.85 Furthermore, administration may 
terminate where a court grants the application of a creditor to have the 
administration ceased.86 Finally, an administration may also come to an end 
where the court, on ground of public interest, makes an order winding up the 
company.87 

 
Issues and Challenges with Administration of Companies 
One fundamental flaw of administration of companies as provided by the 
CAMA 2020, is that it serves dual purposes. While it may be used to rescue a 
failing company and bring it back to financial health, it may easily be used as 
an instrument of liquidation of the company. There appears to be no laid 
down standards or parameters provided by CAMA 2020 on which to weigh 
the determination by an administrator that the rescue of a company cannot be 
achieved. In other words, that decision is entirely at the discretion of the 
administrator who may choose to take the easy route and proceed with the 
liquidation of the distressed company.  
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3. Netting 
Like the CVA and Administration, netting is a new corporate rescue 
mechanism introduced into Nigeria by the CAMA 2020, to assist 
companies that are in financially difficult situations. Netting is a form of 
reconciliation and payment mechanism that allows for competing rights 
or interests to be aggregated and valued, resulting in the consolidation of 
any amounts payable by parties to a contract being reduced into “single, 
smaller payment from one party to another”.88 
Netting agreements are enforceable in accordance with their terms and 
provisions. A netting agreement can also be enforced against an insolvent 
party, guarantor or other person providing security for a party. Netting 
agreements are applied in such manner that they are incapable of being 
stayed, avoided, or howsoever limited,89 by the appointment of a 
liquidator;90 or any other insolvency proceedings or provisions of the law 
the parties to the netting agreement may be subject to.91 
The effect of this provision is that where a netting agreement is in place, a 
merger and acquisition scheme cannot be commenced or effected until the 
netting agreement is extinguished or discharged. By these provisions, 
Nigeria insolvency law has endorsed the validity of netting in times of 
corporate financial distress or insolvency.  During insolvency proceedings, 
netting may help reduce financial risk by accelerating and aggregating all 
the payments and have the potential of rescuing the insolvent company. 
 
Issues and Challenges with Netting  
Firstly, netting as a corporate rescue mechanism is limited to only 
companies that have a netting agreement or that have netting provisions 
in their contracts. This simply means that only such companies or 
creditors can take advantage of the provisions in respect of netting. 
Secondly, there is no provision in CAMA 2020 for legal formalities for the 
creation of netting agreements, as such, whether agreements qualify as 
netting agreement or not is subject largely to the intentions and 
interpretations of the parties to the agreement. 
Thirdly, while the netting mechanism has the potential of rescuing an 
insolvent company in an insolvency proceedings, it also has the potential 
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of creating super-priority-creditor(s), who can take advantage of the 
parties‟ netting agreement and accelerate, aggregate, swap, transfer and 
generally deal with collateral and debts as provided by the netting 
agreement ahead of other creditors with the liquidator having no right of 
interference whatsoever. 
 

4. Arrangements and Compromise 
Arrangements and Compromise as a corporate rescue device was first 
introduced into Nigeria corporate legislation by the CAMA 1990.92 The 
CAMA 2020 retained arrangements and compromise in Chapter 27 thereof. 
Although the CAMA 2020, defined an arrangement,93 there is no meaning 
given to compromise by the chapter. However, the CAMA 2020 seemed to 
have sub-divided arrangement and compromise mechanism into two 
different procedures. The first procedure, covering sections 711–714, is the 
“reconstruction of companies” or “court sanctioned mergers” of two or more 
companies. The second procedure has to do with arrangements and 
compromise with creditors and members, similar to the procedure in the 
CAMA 1990.94 
The introduction of “court sanctioned mergers and acquisitions” by CAMA 
2020 is truly commendable, as this fills the void created by the repeal of 
sections 118-128 of the Investment and Securities Act 2007 (ISA 2007).  

 
Procedure under Sections 711–714 of the CAMA 2020 
The procedure under these provisions, also referred to as “reconstruction of 
companies” or “court sanctioned mergers”, is that where two or more 
companies proposes to merge or under a scheme of reconstruction or 
compromise, in respect of a company or its properties in whole or in part, on 
application of one or more of the companies, the court may order the separate 
meetings of the companies affected by the scheme or merger.95  
If at each of these court-ordered separate meetings, majority of members of 
the companies not less than three-quarter (that is, 75%) of holders of the share 
of members present and voting whether in person or through a proxy agree 
to the merger scheme, one or more of the companies may then apply to the 
Court to sanction it.96 Naturally, this sanction of the merger scheme by the 
court makes it binding on the parties thereto. 
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Procedure under Sections 715 –717 of the CAMA 2020 
Under this procedure, also known as scheme of arrangement, a summary 
application may be made to the court by the company, member, creditor 
or even by a liquidator if the company is in liquidation, where a distressed 
company initiates a compromise between itself and its members or 
creditors.97 The court then summons a meeting of all the parties affected 
once it receives the application. The notice to summon the meetings to be 
sent to the creditors or members must be accompanied by a document 
stating the effects of the arrangements and compromise. The document 
must also state any interest of a director of the distressed company in so 
far as it is different from the interests of other parties.98 
 
The voting threshold required for the proposal to be approved is the 
assent of the majority of voters, either in person or proxy, at the meeting 
that represent not less than three-quarters (75%) in value of the shares of 
members of the company or claims of creditors respectively.99 Once the 
scheme is approved, the company is required to immediately apply to 
court to sanction same. Where the court is not satisfied as to the fairness of 
the scheme, it may refer same to the SEC. 
 
Issues and Challenges with Arrangements and Compromise 
Firstly, the arrangement and compromise procedure provided by the 
CAMA 2020 is a court depended procedure that relies on the courts for its 
success or failure. The process can only commence with the approval of 
the court and can only take effect when the court sanctions it. The 
implication is that where the court does not approve of a meeting in the 
first place, the procedure will be dead on arrival. In the cases of In Re Inter 
Finance & Securities Ltd,100 and Andruche Investment Plc v. Financial 
Mediators & Ors,101 the Courts scuttled the arrangements and compromise 
process by not even approving the meeting of creditors, on the ground 
that the debtor companies unilaterally drew up the scheme of 
arrangement. In both cases, the Courts pre-empted the creditors who were 
not given the opportunity to approve or disapprove the scheme.  
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Secondly, the arrangements and compromise mechanism has also been 
criticized as too expensive.102 The mechanism requires the debtor 
company to apply to court on two different occasions with different 
applications. The fees for the services of legal practitioners and incidental 
costs could run into millions of naira which many companies in financial 
distress may not be able to afford.103 
Thirdly, there is likely to be conflict of jurisdiction between the CAC and 
the Federal Competition and Consumer Protection Commission (FCCPC) 
on the issue of competition and consumer protection into which mergers 
fall. The FCCPA 2018, provides with respect to matters of competition and 
consumer protection, the FCCPA shall override the provision of other 
laws,104 including CAMA 2020. One way this seemingly conflict can be 
resolved is for the CAC and FCCPA to work in partnership at ensuring 
that mergers under CAMA 2020 are effectively carried out.  
Generally, the provisions of CAMA 2020, are indeed laudable as they have 
increased the rescue and restructuring options open to a financially 
distressed company, from the old and unused arrangements and 
compromise procedure and added the CVA, companies administration 
and netting mechanisms.  
For the first time moratorium was introduced into the insolvency 
framework in Nigeria. The moratorium provided was not general or 
automatic as anticipated. No moratorium was provided for CVAs, except 
CVAs made and approved, when the company was being wound up or in 
administration. The necessity for moratorium during corporate rescue and 
restructuring proceedings cannot be overemphasized. No moratorium 
was also provided for under the arrangements and compromise 
mechanism. This opens the door for creditors to enforce their debts if they 
do not agree with the idea of court sanctioned mergers or scheme of 
arrangement. 
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Comparative Analysis of Corporate Rescue and Restructuring in 
Nigeria, the United Kingdom and India 
For an effective comparative evaluation, it is also expedient to briefly 
summarize the rescue and restructuring mechanisms in the United 
Kingdom (UK) and India. 
 
Rescue and Restructuring Mechanisms in the UK 
The Insolvency Act 1986 (IA 1986), as amended by the Corporate 
Insolvency and Governance Act (CIGA) 2020,  the Enterprise Act (EA) 
2002 and the Companies Act (CA) 2006 also amended by the CIGA 2020, 
are the principal legislation that govern corporate rescue and 
restructuring in the UK. The CIGA 2020, which became effective on 26th 
June, 2020105 was introduced to assist distressed companies deal with the 
economic fallout and the effects of the coronavirus pandemic.106 
The CIGA 2020 introduced two new rescue and restructuring mechanisms 
to the UK insolvency legal frameworks, “moratorium”107 and 
“arrangements and reconstruction of companies in financial difficulty”108 
also referred to as “Restructuring Plan”, In addition to the company 
voluntary arrangements (CVA), administration of companies and scheme 
of arrangements, the UK now has five formal rescue and restructuring 
mechanisms available to a distressed corporate entity to explore rescue or 
restructure itself. These five mechanisms are discussed briefly hereunder. 
 
1. Administration 
Administration as a corporate rescue mechanism was first introduced in 
the UK by the Insolvency Act of 1986. The procedure was later amended 
by the Enterprise Act 2002. The amendment inserted Schedule B1 into the 
Insolvency Act 1986 which abolished the right of a floating charge holder 
to appoint an administrative receiver amongst other reforms.109 
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The UK administration of companies like its Nigerian counterpart may be 
commenced by the appointment of an administrator by an order of the 
court,110 by the holder of a qualifying floating charge,111 or by the 
company or its directors.112 The purpose of administration is to rescue the 
company from financial distress and ensure that it survives and continues 
in business. Where the first option is not realisable the administrator 
should be able to obtain a better result for the company‟s creditors than 
would be likely in a winding up proceedings, or as a last resort sell the 
debtor company‟s property and make distribution to the secured or 
preferential creditors.113 The administrator‟s paramount purpose is to 
rescue the debtor company from insolvency, ensure its survival as a going 
concern, or obtain a better result for all the secured creditors of the 
company. It is only when the above is unachievable that an administrator 
may opt for the realization of the assets 
On being appointed, the administrator is required to set out a proposal on 
how to achieve the purpose of administration. He also sets out how the 
proposal will end. A copy of the statement is required to be sent to the 
Registrar of Companies by the administrator. He is also required to send 
the statement to every creditor of the company whose claims and address 
he is aware of and to every member of the company whose address the 
administrator is aware.114 The proposal comes into effect as soon as it is 
approved by the creditors‟ and members‟ meetings.After a period of one 
year, the UK administration procedure terminates automatically, with the 
exception of some situations.115 The administration of companies 
introduced into Nigeria by CAMA 2020 is modeled after the UK 
administration of companies and are substantially the same.  
 
2.  Company Voluntary Arrangements  

The CVA is a rescue procedure provided in the Insolvency Act 1986.116 
The procedure allows the debtor company to renegotiate and restructure 
the payment of its debts to its creditors devoid of court proceedings. The 
CVA may be commenced by an administrator, where the company is in 
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administration;117 a liquidator, where the company is in liquidation;118 or 
the directors of a debtor company.119 
On presentation of the proposal by the directors, a nominee, who must be 
a qualified insolvency practitioner, is appointed. The directors are 
required to provide the appointed nominee with a document containing 
the affairs of the debtor company, such as the list of creditors, payments 
due, assets and liabilities and so on.120 The proposal is sent to the creditors 
and the members along with a 14 days‟ notice for the creditors‟ meeting to 
approve the proposal. If creditors, representing seventy-five percent 
claims in the debtor company that are present in person, or represented by 
other persons, vote to approve the proposal, then it is deemed to have 
been approved.The creditors who agree to the proposal are bound by its 
terms, while the directors of the company continue to manage the 
business of the company with the nominee then acting as the supervisor 
of the company for the purpose of the approved proposal.121 
A reform was incorporated into the UK CVA by the Insolvency Act 2000, 
that provided for a new schedule A1 that provided that companies which 
qualified as small firms under section 382(2) of the Company Act 2006, are 
to enjoy moratorium for 28 days. 
The CVA introduced by the CAMA 2020 in Nigeria is substantially the 
same with, and modeled after, the CVA in the UK. However, the CAMA 
2020, did not provide for moratorium for small firms. There is no 
distinction between large and small firms in respect of the CVA in 
Nigeria. 
  
3. Scheme of Arrangements 
This is one of the oldest rescue and restructuring mechanism in the UK,122 
and has been incorporated into the UK corporate legislation since 1900.123 
Scheme of arrangements is now provided for in Part 26 of the CA 2006. It 
is an arrangement between the company and its creditors, drawn up by 
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the directors of the company in distress. The company need not be 
insolvent before drawing up the scheme. A scheme of arrangement may 
be commenced as a rescue mechanism for early corporate rescue or during 
insolvency proceedings as an alternative to liquidation or deriving from 
administration. 
A scheme of arrangement is initiated when the directors of the debtor 
company prepares a scheme and apply to the court along with details of 
the schedules of the meetings of creditors and shareholders. The notice of 
meeting is sent to all creditors and shareholders of the company. If 
creditors, representing seventy-five percent claims in the debtor company 
that are present in person, or represented by other persons, vote to 
approve the scheme then the scheme is approved. On the approval of the 
scheme an application is sent to the court to sanction it. Once the court 
sanctions the scheme, it becomes enforceable against all the creditors, 
including the creditors who did not approve the scheme.  Consequent on 
the approval of the scheme by the Court, the directors of the debtor 
company remain in control of the affairs of the company and execute the 
details in the approved scheme of arrangement. 
 
4. Moratorium 
By the provisions of the CIGA 2020,124 moratorium is a “standalone” 
procedure that allows the directors of the debtor company to remain in 
control while a plan to rescue the company is being implemented. In this 
procedure, the directors of an „eligible company‟125 (company with no 
winding up petition or an English company) can file “relevant 
documents” in Court126 and immediately this is done, moratorium is put 
in place for an initial period of 20 business days.127 During the period of 
moratorium, the directors of the debtor company continue to manage the 
business of the company while a monitor is appointed. The monitor, who 
is an officer of the court, must be a licensed insolvency practitioner.128 His 
duty includes monitoring the company‟s affairs and keeping it under 
continuous review in order to effectively determine whether the 
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moratorium will likely result in the rescue of the company as a going 
concern or not.129 
In the period the moratorium is in place, creditors are restrained from 
taking any step to realize or enforce their debts against the distressed 
corporate entity.130 During the moratorium, suppliers of goods and 
services are also prohibited from terminating their contracts with the 
distressed corporate entity. The purpose of the moratorium is to protect 
distressed companies from adverse actions of creditors and afford 
directors the opportunity to try and rescue or restructure the business.  
The moratorium procedure is not available to companies that are subject 
to winding up proceedings,131 and oversea companies.132 However, the 
exception is where the excepted companies seek and obtain an order of 
court to take advantage of the moratorium procedure. In this instance, the 
directors of the troubled company are required to apply to court for 
moratorium, accompanied with relevant documents and it is only when 
the court makes the order that moratorium comes into 
effect.133Moratorium may be extended in a number of ways,134 for up to 12 
months. 
 
5. Arrangements and Reconstruction of Companies in Financial Difficulty 

Arrangements and Reconstruction of Companies in Financial Difficulty 
also known as Restructuring Plan is a form of „compromise and 
arrangement‟ procedure introduced by CIGA 2020. The CIGA 2020135 did 
not however, repeal the provisions of Part 26 of the CA 2006 but only 
amended the CA 2006 to include the Restructuring Plan as Part 26A.  
The Restructuring Plan is a court supervised mechanism available to any 
company in financial difficulty or likely to face financial difficulty,136that 
desires to restructure to avoid insolvency. In this procedure, the company 
applies to court with the jurisdiction over insolvency to order that the 
meetings of creditors and members be conveyed. Apart from the company 
itself, an administrator, liquidator, creditors or members of the distressed 
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company may also initiate the Restructuring Plan procedure by bringing 
an application to the court.137 Where the court grants the application and 
orders that the meeting be summoned, a notice of meeting attached with 
the prescribed statement is sent to all members and creditors of the 
distressed company affected by the restructuring plan. The court will 
sanction the Plan on the approval of seventy-five percent (75%) in value of 
the creditors or class of creditors, or members or class of members,138 and 
it is satisfied with the fairness of the plan. 
 
Rescue and Restructuring Mechanisms in India 
The corporate rescue and restructuring procedure available in India is as 
provided by the Insolvency and Bankruptcy Code 2016 (IBC 2016). The 
IBC 2016 laid down separate insolvency procedures for companies, 
individuals as well as partnerships. By the provisions of the IBC 2016, 
India has only one law that regulates its corporate rescue and 
restructuring process. The Indian rescue mechanism referred to as 
Corporate Insolvency Resolution Process (CIRP) may be initiated by the 
corporate debtor or if it defaults to promptly do so, by a financial creditor 
or operational creditor.139 The process is commenced by an application to 
the National Company Law Tribunal (NCLT).140 Once the application is 
made, an interim insolvency resolution professional (IRP) is immediately 
appointed,141 and the board of directors of the corporate debtor is 
suspended from the date of the appointment. The tenure of the interim 
IRP is a maximum of 30 days from the commencement of insolvency, but 
terminates on the appointment of a final insolvency resolution 
professional (FIRP). After making the application to the NCLT, a 
moratorium is put in place until the CIRP is completed. 
If the Committee of Creditors believes that the business of the debtor 
company is sustainable, it will approve the resolution plan for the 
company proposed by the IRP. But if the resolution plan is not approved 
by the Committee of Creditors, then the corporate debtor goes into 
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liquidation. The time limit for the CIRP is 180 days142 but may be extended 
by another 90 days.143 
The India IBC 2016 made provisions for Fast Track Corporate Insolvency 
Resolution Process (FTCIRP).144 The time limit for the FTCRP is 90 days145 
and may be extended for another 45 days.146 The FTCIRP is available to 
small companies, startups and unlisted companies with a specified value. 
The India rescue and restructuring mechanism has some unique features. 
First, the CIRP or FTCIRP is condition precedent to liquidation. This 
simply means that until the rescue procedure is exhausted a company 
cannot be subjected to liquidation. This feature has the ability to save a lot 
of companies that would have been prematurely forced into liquidation. 
This condition is absent in the Nigeria corporate rescue and restructuring 
framework. In Nigeria, the rescue and restructuring mechanism available 
are mere alternative to liquidation. There is no provision that compels a 
creditor to attempt the rescue of a financially distressed company.  
Secondly, the CIRP and FTCIRP both have specific time frames.147The 
Nigeria rescue and restructuring mechanisms have no prescribed time 
limits for concluding the procedures, as such, the procedures are 
susceptible to delay tactics by crafty debtor companies. It may be argued 
that under administration of companies, an administrator is required to 
act quickly or “as efficiently as is reasonably practicable”.148 The phrase 
“quickly and efficiently as reasonably practicable” is subjective, liable to 
different interpretations and cannot be equated with statutory prescribed 
time limit.  
Thirdly, the IBC 2016 prescribed independent and separate regulatory 
agency to oversee the CIRP. This body, the Insolvency and Bankruptcy 
Board of India (IBBI),149 has no other function other than to supervise the 
CIRP. This will definitely improve the efficiency of the CIRP. In Nigeria, 
the regulatory agency assigned with the task of overseeing the rescue and 
restructuring process is the CAC, which is also assigned several other 
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functions by CAMA 2020. This is sure to cause inefficiency and delay in 
the process. 
Fourthly, the adjudicatory body that sanctions the process and resolves 
disputes in India is the NCLT. NCLT is in respect of corporate bodies only 
and does not handle issues that touch on individual and or partnership 
insolvencies, which is vested in the Debt Recovery Tribunal (DRT). In 
Nigeria, the Federal High Court vested with the jurisdiction with respect 
of corporate rescue and restructuring is also vested with other subject 
matters that has already congested it. 
 
4.3 Any Lessons from the United Kingdom and India? 
There are several lessons Nigeria rescue and restructuring framework and 
mechanisms can learn from those of the UK and India. Some of these 
lessons are as follows: 
1. Independent and Separate Regulatory Institutions 
The Indian IBC 2016 established the IBBI as an independent and 
specialised body charged with the sole business of supervising rescue and 
restructuring of distressed companies. The IBC 2016 also established the 
NCLT,150 as a specialised court/tribunal to deal exclusively with the 
matters connected with rescue and restructuring. Also, appeals from the 
NCLT go to the National Company Law Appellate Tribunal 
(NCLAT),151which is also a specialised court that handles only appeals 
from the NCLT. The UK‟s IA 1986 as amended similarly established the 
Insolvency Service that handles only matters connected with insolvency 
and rescue and nothing else. 
In Nigeria, the CAMA 2020 did not provide for separate court to handle 
matters in respect of corporate rescue and restructuring in Nigeria. As 
already stated in this chapter, the Federal High Court empowered to 
handle matters that relates to rescue and restructuring is also 
constitutionally empowered to handle several other matters and cases. In 
the same vein, the Federal High Court is congested with cases and may 
not be able to expeditiously handle issues that pertain to rescue and 
restructuring. 
Similarly, the CAC tasked with regulatory and supervisory powers over 
rescue and restructuring issues in Nigeria is not an independent and 
separate agency. It is already tasked with the matters of supervision of the 
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formation, incorporation, management and winding up of companies and 
so on. Adding the business of overseeing rescue and restructuring 
procedures will most likely overburden the CAC and cause it to be 
inefficient. Nigeria can draw from these two jurisdictions and provide for 
independent and separate regulatory institutions for handle rescue and 
restructuring matters. 
 
2. Skills and Capacity 
To qualify as a licensed insolvency practitioner in the UK, it is mandatory 
to sit for a qualifying practical examination organised by the Joint 
Insolvency Examination Board (JIEB)152 in addition to other 
requirements,153 and being a member of one of the professional bodies 
approved to act as insolvency practitioners. This examination tests the 
skill and competence of prospective insolvency practitioners with a view 
to ensuring that only those adequately skilled and have the requisite 
experience in insolvency practice are licensed as insolvency practitioners. 
Furthermore, those already licensed as insolvency practitioners are 
required to undergo “continuing professional development”, which 
means and includes the production of written materials for publication; 
attendance at courses, seminars or conferences; the completion of on-line 
tests, and so on.154 
The CAMA 2020 did not provide that any practical test or examination be 
taken and passed to determine the skill and competence of prospective 
insolvency practitioners before they can be licensed as insolvency 
practitioners, in addition to being members of any of the approved 
professional bodies. The CAMA 2020 also failed to prescribe any form of 
continuous professional development for insolvency practitioners. Nigeria 
can take a cue from the UK provisions and prescribe mandatory practical 
examination for all prospective insolvency practitioners and continuous 
professional development regime for insolvency practitioners. 
 
3. “Stand Alone” Insolvency Legislation 
Nigeria can draw lessons from India with its single, dedicated insolvency 
legislation. Nigeria has never had a „stand-alone‟ corporate insolvency 
legislation. Her insolvency legislation has always been crammed down 
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with the formation and regulation of companies and other allied matters. 
Corporate insolvency practitioners and other stakeholders were quite 
excited at the passage of the Bankruptcy and Insolvency (Repeal and Re-
Enactment) Bill, by the Nigerian senate in 2015,155 but the Bill was never 
assented to. The absence of a dedicated corporate insolvency legislation 
constitutes a challenge to the rescue and restructuring of distressed 
companies in Nigeria.156 
 
4. Debtor in Possession Mechanism 
The UK‟s moratorium introduced by CIGA 2020, is a debtor in possession 
rescue mechanism that allows the directors of the rescue company to 
continue to trade while attempting to rescue or restructure the company 
without interference from creditors. Nigeria can learn from the UK and 
introduce a debtor in possession mechanism. This procedure has the 
benefit of saving the company without the necessity of battling the stigma 
of going into administration or other insolvency procedures. 
 
Conclusion 
There is no gainsaying that the rescue and restructuring mechanisms 
provided by the CAMA 2020, is in recognition and affirmation of the 
global trend to shift from corporate liquidation to corporate rescue and 
restructuring. It has become clear that it is more beneficial to society at 
large to allow a company survive than to liquidate same for the benefit of 
a few creditors. This dissertation examined and analysed the rescue and 
restructuring mechanisms provided by CAMA 2020, which are company 
voluntary arrangements (CVA), administration of companies, 
arrangements and compromise and netting. These mechanisms are not 
autochthonous, but imported from other jurisdictions, mainly the UK, 
from where the CVA, administration and arrangements and compromise 
mechanisms were transported. Nevertheless, the rescue and restructuring 
mechanisms provided by the CAMA 2020 are indeed commendable as 
they have increased the rescue and restructuring options open to a 
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financially distressed company. Besides, for the first time, moratorium 
was introduced into the insolvency framework in Nigeria. The CAMA 
2020 also introduced insolvency practitioners to act as administrators, 
nominee, supervisors and receivers, to the Nigerian insolvency framework 
and made provision for the qualifications for those insolvency 
practitioners.   Notwithstanding these laudable improvements provided 
by the CAMA 2020, this paper identified and examined some of the issues 
and challenges with the rescue and restructuring mechanisms. This paper 
also comparatively analysed the rescue and restructuring provisions 
provided by the CAMA 2020 and the rescue and restructuring provisions 
from the UK and India and identified some lessons Nigeria can learn from 
these two jurisdictions to aid the effective and efficient implementation of 
the recue and restructuring provisions of the CAMA 2020.  
 
Recommendations 
Flowing from the foregoing, this paper makes the following 
recommendations to position Nigeria‟s rescue and restructuring 
mechanisms to meet with best global standards in insolvency practice: 
1. The National Assembly should pass dedicated “stand alone” 

insolvency legislation in Nigeria to holistically cater for all 
insolvency matters including rescue and restructuring of distressed 
companies. 

2. The National Assembly should amend the provisions of CAMA 
2020 thus: 

 (i) To provide for independent and separate regulatory 
institutions to drive the rescue and restructuring process in 
Nigeria. 

  (ii) To introduce time frames for corporate rescue and 
restructuring procedures in Nigeria. 


