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THE COMPANIES AND ALLIED 

MATTERS ACT 2020 – REFORMS 

FROM A FINANCE PERSPECTIVE.  

September 21, 2020. 

On the 7 t h  of August 2020, the  Nigerian 

President, Muhammadu Buhari,  gave assent to 

the Companies and All ied Matters Act, 2020 

(the “New Act” or  “CAMA 2020”), which 

enacts the CAMA 2020 and repeals the 

Companies and All ied Matters Act 1990 ( the 

“1990 CAMA” ) .  Although the provisions of the 

New Act are yet to be ful ly  implemented in 

practice by relevant agencies such as the 

Corporate Affairs Commission (“CAC”  or the 

“Commission” ) ,  we believe that the New Act  

wil l  become ful ly implemented once it is 

published in the Federal Gazette.1  

The New Act wil l  have signif icant impact on 

f inance transactions in Nigeria. This article ,  

therefore, provides a synopsis of  some of the 

changes and novel provisions  introduced in the 

New Act which wil l  impact on f inance 

transactions in Nigeria  going forward. This  

information wil l  be particularly useful  for  

foreign investors and f inanc ia l institutions  

looking to provide  or obtain loan for the 

f inancing of projects and business operat ions 

in Nigeria. 

 
1 Th is  i s  in  tandem with  Sect ion 3  (2)  of  the Acts  

Authent i cat ion Act 1962.  
2CAMA 2020 def ines "secur i ty f inancial  co l lateral  

arrangement "  to mean “an agreement or  

arrangement, evidenced in wri t ing, where: (a)  the 

purpose of  the agreement or arrangement is to 

secure the re levant  f inancia l  ob l igat ions owed to 

the col lateral - taker ;  (b)  the col latera l -provider  

creates or  there ar ises  a secur i ty  interest in  

f inanc ial  col latera l  to secure those obl igat ions;  (c)  

the f inancial  col latera l  i s del ivered, transferred,  

 

THE CAMA 2020 – THE CHANGES FROM A 
FINANCE PERSPECTIVE 

The sal ient provisions of the New Act which we 
consider pertinent to the Nigerian f inance 
sector are as fol lows:  

Exclusion of security  f inancia l col lateral 

arrangements from registration at the CAC  

 

Unlike the 1990 CAMA, the New Act excludes 

security f inancial col lateral arrangements (the 

“SFCA”), or any charge created over the same, 

from documents that are registerable at the 

CAC.  This is a signif icant improvement on the 

provisions of the old law which was si lent on 

the issue. Whilst the New Act defined SFCA2,  it  

did not define what is meant by “financial  

col lateral” to which the SFCA relates.  

Nevertheless, it appears settled that f inancia l  

col laterals include cash in deposits,  

securit ies/shares et  al.   Furthermore, guidance 

may be taken from similar arrangements 

contained in the Financial Collateral 

Arrangements (No 2) Regulations 2003 (SI 

2003/3226) (“EU Regulation”). The EU 

Regulation defines f inancial col lateral to 

include “cash” (money in any currency, credited 

held,  registered or  otherwise designated so as to 

be in the possession or under the control  of  the  

col lateral - taker or a person act ing on it s behalf ;  

any r ight  of  the col lateral -provider  to subst itute 

equivalent f inancial  co l latera l  or  withdraw excess 

f inanc ial  col lateral  shal l  not  prevent  the f inancia l  

col lateral  being in the possession or  under  the 

control  of  the col lateral -taker;  and (d)  the 

col lateral -provider and the col lateral -taker are both  

non-natural  persons.”  
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to an account) and f inancial instruments 

(shares, bonds and other securit ies).  

 

Accordingly, per the terms of the CAMA 2020, 

it fol lows that it is  now clear that security  

documents such as account charges, charges 

over f inancial instruments etc.,  wil l  not need to 

be registered at the CAC for eff icacy.  

 

Furthermore, the New Act introduces a 

definit ion for book debts and clearly excludes a 

charge over negotiable instruments and 

marketable securit ies such as treasury bi l ls f rom 

the ambit of the definit ion. This makes it clear 

that charges over securit ies wil l  also not be 

deemed as book debts for the purposes of 

registration at the CAC.  

 

We hope that the CAC wil l  issue guidel ines to 

clearly direct the market on these issues in the 

coming months.  

 

Reduct ion of f i l ing fees for registration of 

Charges 

One of the most signif icant changes in CAMA 

2020 is the reduction of the fees payable for  

creating charges over a company’s assets. As 

provided under the New Act, the total fees 

payable to the Commission in connection with 

f i l ing, registration or release of a charge shall  

not exceed the sum of 0.35% of the value of 

the charge  or such other amounts as may be 

specif ied by the Minister in the Federal 

Government Gazette.  This is a signif icant 

improvement on the 1990 CAMA regime where 

a percentage (1% or 2% for private and public 

companies respective ly) of the secured sum is 

paid.   

 

This wil l  provide additional comfort to both 

lenders and borrowers al ike and wil l  act as 

incentive to perfect security  interests for  ful l  

value in the Nigerian market.  

Amendments to the use of common seal and 

acceptance of e-signatures for authenticating 

documents 

Another novel introduction in the New Act is  

that f inance documents ( including deeds) do 

not need to bear the  common seal of a 

company to be binding (unless required by a 

company’s articles).   CAMA 2020  further sets 

out an acceptable procedure for executing 

deeds which also includes a new process which 

is that a sole director may now sign deeds in 

the presence of  at least one witness who shall  

witness the signature.  This adds to the current 

procedure where two directors or a director 

and secretary are required to sign such 

documents.  

 

Furthermore, companies can now val idly  

authenticate documents through e -signatures 

of a director, secretary or other authorised 

off icer of the company.   

 

E-Fi l ings 

Under the New Act,  the CAC wil l  now accept 

electronical ly f i led documents.  In addit ion, 

certif ied true copies of electronical ly f i led 

documents wil l  be admissible in evidence in 

Courts as same wil l  have equal val idity as the 

original documents f i led with the Commiss ion.  

This is a signif icant improvement and wil l  mean 

that electronic documents, which were 

erstwhile acceptable under the Evidence Act,  

have now been reaff irmed as acceptable, by the 

New Act.  
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We believe this introduction wil l  aid cross 

border deals as electronic documents wil l  now 

suff ice for perfection purposes in Nigeria and 

parties wil l  not need to send in physical  

documents containing wet-ink signatures.  

Provision of f inancial ass istance to shareholders  

The erstwhile provis ion of the 1990 CAMA 

restr icts ( in extensive terms) a company and its  

subsidiaries from providing any form of 

f inancia l assistance in connection with the 

purchase of its shares. In summary, the New 

CAMA introduces, three signif icant provis ions 

to the old law as fol lows:  

 

•  First ly, the term financial assistance has 

been extended for additional clar ity by the 

provision of a definit ion as to what is meant 

by “net assets” and when a company’s net 

assets may be said to have been material ly 

reduced in the context of f inancial 

assistance. The New Act sets a 50% 

threshold to guide on when reduction in net 

assets wil l  be regarded as material.  

Furthermore, the new law defines net assets 

as the “aggregate of the company's assets 

less the aggregate of its l iabi l i t ies”; and 

these l iabi l it ies include any charges or 

provision for l iabi l it ies in accordance with 

the applicable accounting standards applied 

by the company in relation to its accounts;  

 

•  Secondly, activi t ies f lowing from court 

orders such as pursuant to a scheme of 

merger wil l  not be regarded as constituting 

f inancia l assistance; and  

 

•  Thirdly, private companies wil l  no longer  be 

restr icted from providing f inancia l  

assistance if ( i )  said assistance wil l  not 

reduce the company’s net assets, or if  

reduced, said assistance wil l  not be 

provided from distr ibutable profits; ( i i )  the 

f inancia l assistance is approved by 

shareholders of the company by special  

resolution in a general meeting and ( i i i )  the 

directors of  the company f i le a statutory 

declaration in a form to be prescribed by the 

CAC.  

 

We consider that these new provisions wil l  

further assist in consummating acquis it ion 

f inance transactions in the Nigerian market as 

lenders wil l  normally l ike to reach the 

assets/cash f lows of the target for repayments.  

 

F ixed vs Floating Charge: Notice and Prior ity  

There have also been some changes to the 

provisions on priority of f ixed and f loating 

charges.  

 

•  Under 1990 CAMA, a f ixed charge has 

priority over a f loating charge on the same 

property, unless the terms on which the 

f loating charge was granted  prohibited the 

company from granting another charge 

having a higher priority and the person in 

whose favour the f ixed charge was to be 

granted had notice of this prohibit ion. In 

furtherance of this provision, CAMA 2020  

now provides that a person is deemed to 

have notice  (constructive notice) of a 

prohibit ion in a f loat ing charge where such 

notice indicating its existence is registered 

with the Commission.  

 

The effect of the amendments is that notice of 

the f loating charge on a company’s record at 

the Commission wil l  be deemed notice of 
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prohibit ion from creating a f ixed charge over 

the same property. We wil l  expect the 

Commission to provide practice directions in 

this regard in the coming months  

 

•  In addition, the New Act preserves the 

priority of  a f ixed charge over other debts,  

including preferential  debts, which hitherto 

ranked ahead of a f ixed charge during 

l iquidation.  

 

This would mean that lenders may now need to 

priorit ise  holding a f ixed charge security over 

borrower’s tangible assets to ensure their  

security interest is effectively preserved during 

l iquidation.  

 

Secured Creditors and Insolvent Companies  

Under the 1990 CAMA, bankruptcy rules apply 

in certain cases during the course of winding 

up of insolvent companies.  However, the New 

Act introduces a proviso which clearly preserves 

the power of any secured creditor to real ise or  

otherwise deal with his  security during the 

winding up of an insolvent company registered 

in Nigeria.   

 

The implication of this is that New Act has now 

clearly stated, as a general principle , that 

secured lenders wil l  be able to real ise their 

security interest over duly perfected security  

during insolvency.  

 

 

 
3 In th is regard,  CAMA 2020 indicates that a 

company enters  into a transact ion with a person 

at  an undervalue i f  the company makes a gif t  to 

that  person or  enters  into a transact ion with that  

person on terms that  provide for the company to 

receive no considerat ion,  or  enters  into a 

Fraudulent Preference   

The New Act has made some changes impacting 

on the rule against fraudulent preference under 

Nigerian law. The provisions of the new law 

have amplif ied on the provisions of the old law, 

by among other provisions,  clearly stating that 

fraudulent preference wil l  not apply in the 

absence of an intention to grant that person 

(e.g a lender) an undue advantage over others .   

 

Whilst this is a welcome development, lenders 

wil l  st i l l  need to take necessary precautions –  

particularly as it  relates to conducting 

thorough due di l igence before advancing loan 

faci l it ies and taking security over assets of  

companies.  To ensure an up-stamp is  not 

caught by the fraudulent preference provisions,  

lenders should consider creating an up -

stamping regime that is t imely, reviewed yearly 

and adequately secures their r isk exposure at 

each given period of review.  

 

Liquidat ion and Administrators application to 

avoid transact ions at an undervalue  

Following the desire to bring Nigeria’s company 

law in al l iance with international best practice, 

the CAMA 2020 has introduced provisions 

relating to transactions at an undervalue 3.   

 

These provisions al low an administrator or  

l iquidator to apply to the court for an order to 

avoid any transaction made at an undervalue if  

it ,  among other things, occurs within two years 

before administration or l iquidation.   

transact ion with that  person for  a considerat ion 

the value of which, in money or money’s  worth,  i s  

signi f icant ly  less  than the value,  in money or  

money’s worth, of  the considerat ion provided by 

the company.  
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Accordingly,  to ensure transactions are not 

voidable as an undervalue, f inance parties wil l  

need to take caution that loan faci l i t ies are 

negotiated on arm’s length basis.  

 

Introduct ion of Netting Agreements Provisions  

Another important introduction made in the 

New Act is the recognition of netting 

agreements. This is particularly useful  for 

special ised f inancia l contracts such as 

derivatives, repos, swaps among others as there 

was always a concern as to how netting 

arrangements wil l  be treated during insolvency.  

The new law states, inter-al ia,  that the 

provisions of a netting agreement are 

enforceable in accordance with their terms, 

including against insolvent parties and shall  

not be stayed, avoided or otherwise l imited  by 

the action of a l iquidator or any other 

applicable laws affecting insolvent parties.  

 

Accordingly,  it i s now clear that netting 

arrangements wil l  survive during a party’s  

insolvency under Nigerian law.  

 

Introduct ion of Administration provisions  

A signif icant introduction useful for f inance 

parties in the CAMA 2020 is the option to 

appoint administrators rather than l iquidators 

or receivers.  Under the new law, an 

administrator may be appointed by the Court,  

the holder of a f loating charge, or by the 

company or by the directors of the company –  

to manage the business affairs of the company 

with the intention to, inter al ia, rescue the 

company or its undertaken from being wound 

up and to the benefit  of the creditors.  

  

The introduction of an administrati on 

procedure under the new law is beneficial to 

creditors that intend to faci l itate the repayment 

of debts without the company going into 

l iquidation.  

 

Conclusion 

Overal l ,  we note that the changes introduced 

in the New Act is a step towards the r ight 

direction in ensuring Nigeria’s company law is 

in ki lter with international best practices.  

Particularly we welcome the development on e 

- s ignatures and e-f i l ings. The New Act also 

reduces the exorbitant fees which parties have 

to pay to perfect charges and p rovides lenders 

with more eff icient options at real is ing 

advanced loan faci l it ies where borrowers 

become insolvent. Once ful ly implemented, we 

believe that this wil l  further improve the ease 

of doing business in Nigeria as well as perhaps,  

improve the terms in which borrowers may 

access funding in Nigeria.  

 

 

This article should not be taken as purporting 
to provide legal  advice on any matter. Kindly 
send an email to 
enquir ies@oduj inrinadefulu.com if you need 
further legal advice in respect of the issues 
highl ighted.  
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