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LEGAL IMPLICATIONS OF NON-COMPLIANCE WITH MINIMUM ISSUED SHARE
CAPITAL REQUIREMENTS UNDER NIGERIAN COMPANY LAW
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Abstract

This study investigates the legal implications of non-compliance with the minimum issued share capital
requirements under Nigerian company law, with particular emphasis on the Companies and Allied
Matters Act (CAMA) 2020. It explores the rationale behind the introduction of minimum issued share
capital within the corporate regulatory system, the liabilities and regulatory consequences associated
with non-compliance, and the challenges associated with the operation of the regime in Nigeria. The
study adopts a doctrinal research methodology by examining relevant statutory provisions, judicial
authorities, regulatory instruments, textbooks, scholarly journal articles, and other legal sources. The
study finds that non-compliance with the prescribed minimum issued share capital requirements may
expose companies to regulatory penalties, restrict certain corporate operations, and create potential
liability for directors and promoters. It further observes that the current framework is affected by
several challenges, including the absence of a compulsory paid-up capital requirement, deficiencies in
the enforcement and penalty mechanisms, and difficulties faced by startups and venture capital-backed
businesses in raising capital. In light of these findings, the study recommends legislative and regulatory
reforms aimed at requiring a portion of issued share capital to be paid up at incorporation,
strengthening the sanction and enforcement structure under CAMA 2020, and improving coordination
between CAMA 2020 and sector-specific capital regulations.

Keywords: CAMA 2020, Corporate Affairs Commission, Liability, minimum issued capital, non-
compliance

1. Introduction

Corporate capital plays an important role in company law as it is the capital on which a company is
built and operated. Traditionally, share capital not only acted as a financing instrument for corporate
activities but was also perceived as providing protection for creditors, assuring investor confidence, and
serving as a guarantee of the financial probity of company promoters.' The intention of regulating
minimum capital requirements is to avoid under-capitalisation, curb the proliferation of small
companies and prevent careless incorporations.” As such, regulation of capital has always been regarded
as an integral part of company law and regulation of business by the law.

In Nigeria, company law saw major development in relation to regulating company share capital on the
promulgation of the Companies and Allied Matters Act 2020.° Before the introduction of the CAMA
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2R N Imbwaseh, A N Orhange and J T Yagba, Corporate Capital under the Nigerian Company Law: A Key to
Corporate Success, (2023) 12(2) Benue State University Law Journal, 375

3 Hereinafter referred to as ‘CAMA 2020’
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2020, Nigerian company law was based on an authorised share capital regime under the repealed 1990
CAMA. Under the said Act, companies could keep authorised shares that were yet to be issued to
members. Section 27(2) of the repealed Act provided that minimum authorised share capital for private
companies should be 310,000 and public companies ¥500,000, but only 25% of that amount minimum
was required to be issued at incorporation. This meant companies could retain enormous volumes of
unissued share capital without consequences.

However, under the CAMA 2020 that provision has been removed and there is now a minimum issued
share capital requirement. Section 27(2)(a) of the CAMA 2020 requires private companies to have a
minimum issued share capital of not less than 100,000 while public companies are required to have a
minimum issued share capital of 32,000,000. Section 124 of the Act places existing companies under
the obligation to bring their issued share capital to the required level. It is therefore assumed that the
legislature intended that share capital should represent true shareholder investment and not merely
notional or sleeping share capital figures.

The transition to the minimum issued share capital regime, despite the apparent simplicity of the
provisions, gave rise to some commercial and legal difficulties for many businesses. Many startups and
SMEs had difficulties restructuring their share capital in order to bring them in line with the new
provision. Similarly, questions have begun to emerge in contemporary academic discourse whether
statutory minimum capital requirements continue to adequately serve the function of creditor protection
in the modern era of corporate practices, suggesting the departure from strict capital maintenance rules
towards solvency based regimes focused on disclosure, corporate governance and financial stability by
most modern corporate law scholars.*

However, non-compliance with the minimum issued share capital may expose companies and their
officers to serious legal consequences, including regulatory penalties.’ In Nigerian law, the courts are
consistent in regard to their reliance on statutory compliance as fundamental to corporate existence and
operations. In the case of Salomon v A Salomon & Co Ltd,° corporate personality was hinged on
lawfulness of incorporation and observance of statutory provisions and likewise in Longe v First Bank
of Nigeria Plc,” the court reiterated the responsibility on the company and its directors to observe
statutory corporate duties. This study therefore examines the legal implications of non-compliance with
minimum issued share capital requirements under Nigerian company law.

2. Theoretical Underpinning of Minimum Issued Share Capital

The theoretical basis of minimum issued share capital regime can be closely associated with the concept
of capital maintenance, which occupies an important place in company law theory. The principle
emerged from a desire to protect the stakeholders dealing with the company. According to this doctrine,
the capital contributed by members should be considered as a fund, and should not be improperly
returned to them at a point where such withdrawal can prejudice the company and the creditors dealing

4 J Rickford, Reforming the Law of Corporate Claims and Capital: A Report to the UK Minister of Science and
Technology' (2000) 21(2) Company Lawyer 48.

5 CAMA 2020, s 124(5)

6[1897] AC 22

712010] 6 NWLR (Pt. 1189) 1
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with it.® This was law's answer to risks borne by creditors from limited liability and separate corporate
personality of the company. The underpinning principle can be traced to the case of Trevor v Whitworth,’
where the House of Lords held that it was unlawful for a company to buy its own shares. This purchase
was considered to be unauthorized reduction of capital. The capital served as a protection for the
creditors of the company, and any act of reduction in capital is, under normal circumstances
unauthorized and likely to prejudice the creditors. It is clear that the whole rationale behind capital
maintenance doctrine revolves around limited liability. In order to balance this protection for the
shareholder from personal liability over his debts and obligations over the company, the company's
assets, represented by its capital contribution, is retained for the creditors.

The importance of the capital maintenance doctrine became amplified in the case of Salomon v A4
Salomon & Co Ltd,'"*where the House of Lords confirmed that an incorporated company has separate
legal personality distinct from its members. Though it encouraged commercial business, such separate
personality and legal standing of the company could be abused where the company is formed without a
strong financial base. The development of minimum capital contribution can be considered as a
response by the law against the formation of non-viable, mere shells of companies. The capital
maintenance doctrine has long been an object of debate among academics. Davies and Worthington
stated that the underlying principle of the doctrine was the protection of the creditors and the capital in
the companies had to be regarded as a sum not to be dealt with lightly or to be distributed freely among
the members at will."' The principle has been regarded as the rationale for rules relating to reduction of
capital, distribution of profits, and other transactions which are otherwise capable of weakening the
structure of the company.

3. From Authorized to Minimum Issued Share Capital

Before the enactment of the CAMA 2020, it was possible to form a company with authorized share
capital. According to CAMA 1990, authorized share capital represents the share capital of a company
at any given time.'? The Act required companies to have at least a minimum authorised share capital of
N10, 000 and at least twenty five percent of the authorized share capital to be issued on incorporation,
to form a private company.'* Other companies also required minimum authorized share capital at the
point of formation. This system meant that companies were legally entitled to retain and allot only a
percentage of their authorized share capital. Shares not allotted could be allotted subsequently.

There was some commercial advantage to having this system. Businesses could choose to allocate and
issue the rest of the shares to future investors, staff or in phases of development or expansion. The
method of obtaining financing from stakeholders became relatively easier with authorized share capital
since only a part of the company's intended capital need be injected at the point of formation.

8 E Udoh, ‘The Doctrine of Capital Maintenance under the Uk Company Law: Issues and Perspectives’,
<https://www.linkedin.com/pulse/doctrine-capital-maintenance-under-uk-company-law-issues-emem-udoh/>
accessed 12 April 2026

° [1887] 12 App Cas 409, 423

9Salomon v A Salomon & Co Ltd (n 6).

P L Davies and S Worthington, Gower: Principles of Modern Company Law (10th edn, Sweet & Maxwell 2016)
261.

12 CAMA 1990, s 567.

3 1bid, ss 27(2) & 99.
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However, the system has also faced several criticisms in terms of corporate governance. One problem
was that authorized share capital did not necessarily represent the true financial state of the company.
Due to the prescribed requirement of issuance of only a percentage of the authorized share capital at
formation, a company may appear to have more equity capital on paper than it actually possessed in
reality.'* In a similar vein, Ewang, argues that contemporary corporate regulation should place greater
reliance on solvency standards and directors’ accountability rather than rigid capital maintenance rules,
since minimum share capital provisions alone cannot guarantee the financial stability of companies. '

A substantial drawback also came in the shape of corporate charges. In the past, the registration fees
payable to the Corporate Affairs Commission as well as the relevant stamp duties had to be calculated
on the total authorized share capital. Consequently, for a substantial part of its existence, the company
would pay statutory charges on capital that has not even been issued to its members and will eventually
not be utilized by the company at all. This significantly made the formation of small companies very
expensive.

The aforesaid drawbacks led to the new approach adopted by the CAMA 2020 which has completely
done away with authorized share capital, replacing it with minimum issued share capital.'® This means
that at the point of incorporation, companies have to raise issued share capital. The emphasis has been
shifted from merely authorizing potential share capital, to actual issued share capital.

This change reflects a paradigm shift towards ensuring that companies have tangible issued share capital
on formation rather than theoretical authorized capital. It also serves to make it easier for new businesses
to form in Nigeria. While criticisms against the prescribed minimum issued share capital are available;
some may feel that the 3100, 000 prescribed for private companies is too low in the modern business
environment and may not be enough to protect creditors or ensure corporate viability, however, the
researcher is of the view that the reform represents a radical departure from the archaic authorized share
capital regime in Nigeria, and it is a move towards creating a more commercially oriented and robust
corporate framework in the country. The researcher further asserts that though the minimum issued
share capital regime can also be susceptible to abuse, it represents a positive structural change of
company regulation in Nigeria.

4. Minimum Issued Share Capital under CAMA 2020

Section 27(2)(a) of CAMA 2020 provides that private companies cannot have issued share capital below
¥100,000 and public companies, at 32,000,000, respectively. What is significant here is that it is the
actually allotted shares of companies not just that which was authorized and issued at some prior point
for allocation in the future that counts.

This reform is more keenly appreciated when you look at Section 124 together with Section 27. For
instance, Section 124(1) declares that a company cannot keep its share capital below a defined minimum
and, under Subsection (3), all pre-existing companies would need to allot up to the minimum share
capital within 6 months of commencement of the law. It is possibly because of this reform, as explicitly

14 J Armour, ‘Share Capital and Creditor Protection: Efficient Rules for a Modern Company Law’ (2000) 63(3)
Modern Law Review, 355.

5 F N Ewang, ‘Regulating Share Capital Transactions and Creditor Protection: A Multi-Faceted Model” (2007)
21(2) Australian Journal of Corporate Law, 2

16 CAMA 2020, s 124
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laid out in Regulation 13 of Companies Regulations 2021, that pre-existing companies were made to
allot up to the specified minimum prior to June 30, 2021. This clearly ends the tradition by which a
company's registered share capital could represent for decades, shares of value lying dormant in its
internal records.

The reforms have therefore essentially created two new regimes; one that focuses on the actually allotted
share capital and another on the company's need to raise its issued share capital, both of which do not
permit the perpetuation of nominal and unissued shares in companies, as was permissible previously
under the registered share capital framework.

However, even with these stricter provisions on maintaining minimum issued share capital, Section 128
of CAMA 2020 still provides an element of flexibility on when shares can be said to be fully paid: "any
allotment of increase of issued share capital to members shall not be effective unless twenty-five per
cent of the increase including shares already issued has been paid up". It essentially does not require
full payment of every share issued, but just twenty-five percent payment of shares actually allotted. The
provision would therefore seem to enable some ease in capital formation for companies, especially in
expanding their base or raising future funds.

Nevertheless, retaining the 25% paid-up requirement can be said to do little to abate the fundamental
objectives of this reform; it discourages purely artificial capitalizations and mandates real commitment,
without necessarily hindering practical business realities of raising capital for further investment and
development of the business. Therefore companies, that rely entirely on heavily paid-up shares but carry
no substantial asset base, will probably not be benefiting from this reform and may still face capital
deficiency issues.

5. Legal Implications of Non-Compliance with Minimum Issued Share Capital Requirements
Failure to meet minimum issued share capital requirement could have serious legal consequences such
as statutory financial penalty, non-recognition of unissued share capital and personal liability of the
directors and the promoters of the company. Thus, adherence to the minimum threshold in terms of
issued share capital continues to be vital to provide corporate legitimacy, creditor protection and
regulatory accountability in the Nigerian corporate world.

5.1 Statutory Financial Penalty

One major consequence of not meeting the minimum issued share capital requirements is that the
company face financial penalties under section 124(5) of the CAMA 2020 and Regulation 13 of the
Companies Regulations 2021. Regulation 13 required all existing companies to update their share
capital structure by 30 June 2021. Where a company fails to meet this obligation, the Corporate Affairs
Commission can impose daily penalties based on the type of company involved. Small companies, as
defined under section 394 of CAMA 2020, face a fee of ¥250 for each day the violation continues.
Private companies limited by shares that do not qualify as small companies are charged ¥500 each day
for non-compliance. Public companies incur a penalty of 81,000 per day for ongoing violations.'’The
responsibility outlined by the law extends beyond the company and also includes the officers
accountable for the breach. This approach shows a desire to improve regulatory accountability. It

17 SPA Ajibade& Co, ‘CAC Regulations Regarding Unissued Share Capital: Penalty for Non-Compliance’
<https://spaajibade.com/cac-regulations-regarding-unissued-share-capital-penalty-for-non-compliance/>
accessed 30 April 2026.
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ensures that directors and key officers cannot fully protect themselves using the doctrine of separate
corporate personality when they ignore statutory obligations.

5.2 Non-Recognition of Unissued Share Capital

One critical outcome of failure to adhere to the minimum issued share capital regime as established by
the CAMA 2020 is the non-recognition of unissued share capital. This is a consequence arising from
the confluence of section 124 of CAMA 2020, section 868 of the Act, and Regulation 13 of the
Companies Regulations 2021. With the introduction of the minimum issued share capital requirement,
authorized share capital as it was before under the old Act was removed, and companies were either to
issue all shares which constitute part of their capital, or reduce the unissued share capital in the proper
procedure, as stated in sections 130-136 of CAMA 2020 relating to reduction of share capital.

Regulation 13 of the Companies Regulations 2021 provides that where, at the commencement of the
Act, a company has unissued shares in its capital, the company shall not later than 30 June 2021 fully
issue such shares. However, the Corporate Affairs Commission subsequently extended this deadline,
granting existing companies until 31 December 2022 to issue all unissued share capital in compliance
with section 124 of the Companies and Allied Matters Act 2020.'® Consequently, any unissued share
capital remaining after 31 December 2022 would no longer be recognised as forming part of the legal
capital of a company unless it was subsequently issued to members or written off through the capital
reduction process

The practical impact of this is that what determines capital in Nigerian company law today is actual
issued share capital, not paper or book capital. Previously, while companies may maintain high amounts
of authorized but unissued capital with the possibility of issuing such capital whenever required for
expansion or financing, under the new law the unissued shares effectively became defunct as a part of
the company's capital on the expiry of the specified period for compliance. Hence, a company that
continues to have unissued shares in its constitutional documents or in its capital accounts in the
corporate registry will, from this perspective, appear to have capital amounts which do not tally with
what is actually legally recognised by CAC.

5.3 Commercial and Transactional Consequences

In addition to the explicit statutory sanctions that may be imposed, failing to meet the minimum issued
share capital requirements under CAMA 2020 will undoubtedly affect the commercial positioning of a
company even beyond formal sanctions, via market behaviour instead of formal decree. Compliance
with the minimum issued share capital requirements under section 124 of the Companies and Allied
Matters Act 2020 serves as a basic prerequisite for establishing a company's credibility before the
public, regulators and investors."” Perhaps, companies that fail to maintain an adequate issued share
capital structure may face a range of practical consequences, including restricted access to loans and
credit facilities, difficulties in securing regulatory approvals, erosion of stakeholder confidence, and

18 Corporate Affairs Commission, 'Public Notice: Existing Companies and the Requirements of Issued Share
Capital under the Companies and Allied Matters Act 2020' <https://www.cac.gov.ng/public-notice-existing-
companies-and-the-requirements-of-issued-share-capital-under-the-companies-and-allied-matters-act-2020/\>
accessed 30 April 2026.

YA Alex- Adedipe and A Feyijuwa, 'CAMA 2020: Share Capital Requirements under Nigerian
Law'<https://pavestoneslegal.com/cama-2020-share-capital-requirements-under-nigerian-law/\> accessed 30
April 2026.
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limitations on their ability to engage in formal commercial transactions. It follows, therefore, that the
minimum issued share capital regime under CAM A 2020 operates not merely as a statutory requirement,
but equally as a market-driven benchmark against which a company's financial standing and
commercial credibility are assessed.

The problems are exacerbated by certain trends in corporate governance and transactions particularly
concerning the financial sector. Banks regulated by the Central Bank of Nigeria may insist on due
diligence processes in granting facilities to companies and this often involves confirmation of
compliance status as well as CAC records. Companies whose share capital structure is irregular, or
which have unresolved regulatory penalties, may consequently be seen as possessing weak corporate
governance, which has a bearing on loan applications or the pace of granting credit.

For companies with foreign participation in Nigeria, the CAC requires that shares worth the prescribed
share capital be fully issued at the point of incorporation.”” While the requirement of 3100,000,000 as
minimum issued share capital for such companies?' has not always had the underpinning of an express
statutory provision, it is widely observed within the framework of administrative procedure at CAC. As
noted by Alasa, Makinde and Caleb, the CAC refuses to process applications post-incorporation without
evidence of substantial paid-up capital and has been known to withhold service applications that do not
conform to this standard. It has an enforcement mechanism independent of the stated statutory penalty
structures.”” This also leads to issues regarding foreign investors who have invested capital on the
assumption that they have a right to share in the proceeds.

This shows clearly that compliance with minimum issued capital requirements are more than just
statutory duties, and is part of the market viability of a company, sending messages to investors who
are more risk-averse in their investment choices. It indicates how the Nigerian legal framework affects
not just business in an operational context but also affects investment and capital allocation within and
outside the country, for companies to be viable investors must consider regulatory compliance from a
holistic perspective which includes ensuring their registered share capital reflects the legally valid share
capital available to be traded on the market.

5.4 Regulatory Difficulties with the CAC

Dealing with the CAC when non-compliant might present challenges. When the company's share capital
does not match the filed record with CAC, most statutory returns by such companies like returns on
allotment, increase and reduction of share capital, amendment and merger application etc., might be
delayed or rejected outright by the CAC, until the company makes its capital structure regular.” This
gives the CAC very wide powers to supervise company financing decisions but may sometimes
negatively impact the ease of doing business in Nigeria. Repeated changes on capital structure requires

208 Timi-Koleolu and N Yishawu, ‘Share Capital Requirement for Companies with Foreign Participation in
Business’ <https://pavestoneslegal.com/share-capital-requirement-for-companies-with-foreign-participation-in-
nigeria/>accessed 1 May 2026

2l Ibid

22A Alasa, O Makinde and C Caleb, 'Implementation of N100 Million Minimum Share Capital Requirement for
Companies with Foreign Participation' <https://www.aluko-oyebode.com/insights/implementation-of-n100-
million-minimum-capital-requirement-with-foreig/\> accessed 1 May 2026.

2 Ibid
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amendment of filings with the CAC, which will eventually lead to more expenses, especially for start-
ups and small enterprises.

5.5 Inability to maintain unissued shares for future financing

In the old regime, companies could have their share capital reflect their anticipated capital base in the
future such as through share option schemes and further injections from venture capital, etc. However,
now every share of a company must have been issued at the outset and this limits a company's flexibility
with their future plans, for example in venture capital deals; investors may want to have unissued shares,
to enable them have pools for future investment. The present law discourages this. High growth
companies/technology startups need funds for their expansion, these companies in many instances rely
on further investment by venture capitalists. Thus this limitation may pose considerable obstacle to
venture capital transactions and equity financing for start-ups and rapidly growing companies.

The effect may impact employee option schemes and future incentive schemes particularly as new ideas
may require the possibility of employee stock options, which would now be difficult as all shares may
have been issued at the incorporation of the company, and therefore there is no room for issuing new
shares or reserving some shares to be issued as compensation for services to the company.

6. Challenges of a Minimum Issued Share Capital Requirement under Nigerian Company Law
The regime of minimum issued share capital under Nigerian company law has presented many legal,
regulatory and business problems although intended to ensure the credit worthiness of companies and
the protection of creditors. In essence, it attempts to ensure that companies have at least a minimum
investment in themselves at the time of incorporation but has exposed some doctrinal and business
challenges in the system. Such challenges include weaknesses in the penalty and enforcement
framework, lack of a paid up share capital threshold, problem in venture capital financing and
limitations arising from pre-emption rights and equity structuring.

6.1 Absence of a Mandatory Paid-Up Capital Requirement

One weakness of the minimum issued share capital framework under CAMA 2020 is that the statute
does not mandate that the minimum issued share capital should be paid up at the time of incorporation.
CAMA requires that companies issue share capital, but it generally does not require such shares to be
paid up either at the point of incorporation or after. Section 128 of CAMA 2020 imposes only a 25%
paid-up condition for increased share capital and it is not applicable to initial share capital. What this
means is that a company may satisfy this condition merely by allotting shares even if no actual capital
has been contributed by the shareholders. In essence, the requirement that a private company has a
minimum of }¥100,000 issued share capital becomes a subscription minimum rather than a capital
adequacy provision. A comparable position exists in the United Kingdom, where sections 586 and 587
of the Companies Act 2006 require that at least something of the nominal value of shares must be paid
up on allotment, such that there is in effect a nominal part payment of issued shares at the point of
registration in order to achieve an effective capitalisation. It follows that subscribed but unpaid share
capital affords only limited protection to creditors.

6.2 Weaknesses in the Penalty and Enforcement Framework

Section 124(5) of CAMA 2020 and Regulation 13 of the Companies Regulations 2021 prescribed a
penalty structure for failing to comply with minimum issued share capital requirements. This penalty
applies to both the company and every officer of the company responsible for the breach. However,
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while the stated intention behind this requirement is to encourage timely compliance, the penalty sums
are relatively nominal to achieve the purpose of deterrent effect especially when viewed from the
perspective of the overall revenue structure of modern business concerns. There are also issues about
enforcement; although the Corporate Affairs Commission is mandated to oversee all registered
companies, it faces the challenge of a vast number of companies and a majority of these might be
inactive and not comply with this statutory requirement. While the Corporate Affairs Commission stated
its intention to pursue directors of dissolved companies for liabilities incurred by such companies, clear
details and procedures for enforcement have not been prescribed.

6.3 The Doctrinal Uncertainty of Unissued Share Capital's Loss of Recognition

Shares that are unissued at the closing of the 31st December 2022 compliance window can no longer
be recognized as part of the company's issued capital, unless issued and made a part of issued share
capital or the shares are properly cancelled in line with ss.130-136 of CAMA 2020 which requires
reduction of capital. While this strengthens the move towards the company only possessing issued
capital, there is yet ambiguity on what the legal status of this de-recognized unissued capital would be.
Does the capital become defunct, is it extinguished, can it be reissued in the future without a fresh
issuance? There is a lack of clarity that could create interpretational difficulties at business, regulatory
and even judicial levels. Also, it creates business challenges during due diligence; advisers may need to
ascertain if the remaining unissued shares comply with this rule to avoid legal hiccups. It may
complicate mergers and acquisition transactions where the value of assets would need to include equity,
making value estimation trickier.

6.4 Weaknesses in the Penalty and Enforcement Framework

The prescribed penalty for failing to comply with minimum issued share capital requirements is 3250
per day for a small company and 31,000 per day for a public company.** This penalty applies to both
the company and every officer of the company responsible for the breach. However, while the stated
intention behind this requirement is to encourage timely compliance, the penalty sums are relatively
nominal to achieve the purpose of deterrent effect especially when viewed from the perspective of the
overall revenue structure of modern business concerns. There are also issues about enforcement;
although the Corporate Affairs Commission is mandated to oversee all registered companies, it faces
the challenge of a vast number of companies and a majority of these might be inactive and not comply
with this statutory requirement. While the Corporate Affairs Commission stated its intention to pursue
directors of dissolved companies for liabilities incurred by such companies, clear details and procedures
for enforcement have not been prescribed.

6.5 Venture Capital Financing and Startup Capital Formation Constraints

One of the significant business and legal issues is the negative impact of minimum issued share capital
requirements on venture capital and startup financing arrangements. In venture capital world it is
common practice that companies are registered with a plan to retain a proportion of shares unused and
this portion is typically called an "option pool" to give room for new investors, employees etc. As the
company grows over rounds of investment. Companies register their structure like this for ease of
planning and equity allocation. In the context of the CAMA 2020, these provisions have now severely
curtailed this practice as it makes it necessary for shares to be issued not just in concept but actually. As
noted by Adeagbo, the provisions make unissued share capital lose its traditional role of future

24 SPA Ajibade& Co,(n17).
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allocation/issue to employees etc. By setting a mandate for issuance.” The fact that each round of
funding would involve an increase in the issued share capital requires issuance procedures outlined
under ss. 125 and 126 of CAMA 2020, shareholder resolutions and submissions to the Corporate Affairs
Commission, which may involve additional transactional costs, professional fees and delays to funding
activities and potentially makes the ecosystem a disincentive to the potential investor.

6.6 Pre-emption Rights and Equity Issuance constraints

A related point to capital raising is the question of statutory pre-emption rights provided in section 142
of CAMA 2020 that requires that before new shares can be issued to a new investor, such shares have
to be first offered to existing shareholders in proportion to their shareholding. This provision does create
shareholder protection issues. Under the authorized capital structure framework this was addressed by
just making it possible for companies to pre-register potential capital requirement at the outset. However
with the latest reforms this has now become a significant constraint as each new round of capital
issuance would have to take the shareholders' rights into consideration unless this pre-emption right is
expressly waived.

7. Conclusion and Recommendations

The regime for minimum issued share capital introduced under CAMA 2020, marks a deliberate shift
from the old authorized share capital system under CAMA 1990 towards fully issued share capital as
the benchmark for company formation and sustenance under the new law. The new regime requires all
companies to maintain a statutory minimum issued share capital at all times, and in the post-transition
period, to render unissued share capital irrelevant for compliance purposes. By so doing, the new law
hopes to engender greater transparency, strengthen regulatory supervision and build up confidence
among creditors and stakeholders who deal with companies operating in Nigeria.

From the point of view of theory, the regime is grounded in the principle of capital maintenance which
justify the argument that companies should at least demonstrate some initial degree of financial
commitment before they are allowed to do business. However, it must be noted that in practice, the
effectiveness of the regime is not absolute. Due to the lack of a minimum requirement for paid-up capital
at the point of incorporation, compliance can become a formal exercise without substantial impact on
creditors as protection is measured in form, and not the real economic impact it represents.

Further, while a penalty regime that imposes continuous daily penalties exists, the paltry sum for each
day that companies fail to comply makes it rather insignificant and allows for easy incorporation as a
part of doing business for most entities. The status of unissued share capital is also not perfectly defined
as it poses uncertainty concerning their existence and legal validity post the deadline, the company's
ability to re-issue them or need to re-authorise, among other things which affect corporate decisions.
The existence of conflicting modern financial demands and corporate law formalities creates problems
when considering the rigidity created by fully issuing all shares and the formal process associated with
capital increases, capital reduction and pre-emption rights which might not favour the fluid share capital
structures necessitated for start-up businesses and investments, and the sector specific regulations on
minimum capital where the CAMA 2020 minimum is either insufficient for a sector, or not required at
all.

23 F Adeagbo, ‘New Regime: A Review of the Minimum Issued Share Capital and Treasury Shares under CAMA
2020’ Adeagbo, Feyisikemi, New Regime: A Review of the Minimum Issued Share Capital and Treasury Shares
under CAMA, 2020’ <http://dx.doi.org/10.2139/ssrn.3784491>accessed 2 May 2026
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On balance, while the minimum issued share capital regime seeks to solidify corporate formal
compliance and increase regulatory discipline, the effective attainment of the regime's objectives is
constrained by a range of challenges relating to enforcement, doctrine, and an inability to sufficiently
address current financing practices.

To bolster the effectiveness of the minimum issued share capital regime and address the existing
shortfalls, the law should be reformed to include a requirement that at least some portions of the issued
capital be paid up at incorporation. This would enable the protection for creditors to be more substantial,
while ensuring that corporate compliance reflects a more concrete financial standing and boosting
credibility of new incorporations.

Furthermore, the penalty structure existing under the CAMA 2020 should be revisited. The penalties
should be revised to be more commensurate with the financial capacities of businesses and the overall
size of corporations. More realistic sanctions would not only act as a stronger deterrent, but also prevent
it from becoming a calculable business cost which is regularly accepted as part of the cost of
compliance.

There must also be clarification regarding the legal status of unissued share capital following the initial
grace period. With clear provisions explaining if such shares are to be regarded as canceled, or if they
can be re-issued or re-authorized as a part of subsequent capital raise activities, uncertainty can be
minimized and regulatory and judicial consistency improved.

In addition, the new regime should clearly recognize modern financing and compensation structures
such as venture capital mechanisms, and employee stock option schemes. The law should address such
elements to avoid unnecessary procedural requirements, and consequently enhance the appeal of the
Nigerian business climate to innovative enterprises.

Finally, a need for integration between the CAMA 2020 and the sector-specific regulations governing
minimum capital for specialized industries is essential, so as to prevent the inconsistencies, conflicts
and confusion which would otherwise arise. A unified regulatory system would create more stability,
and attract greater investments, both domestic and foreign.
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