the\l 1

Adapt. Transform. Succead.

The IFT Consultation Response

Practice Statement - Companies: Schemes of Arrangement under Part 26 and Part 26A
of the Companies Act 2006

The Institute for Turnaround (The IFT) welcomes the opportunity to respond to this
consultation on the draft Practice Statement dated 8 May 2025.

About The IFT

The IFT is the leading UK membership organisation for turnaround and transformation
expertise. Our members represent and apply a distinctive skill set to enable the success
and long-term viability of companies and organisations, in addition to supporting them
in dealing with circumstances of immediate stress and distress. Our members comprise
independent turnaround advisers and individuals within advisory firms, lenders,
investors and lawyers who are active in turnaround and restructuring. We count the key
banks, advisory and legal firms active in the sector amongst our partners and many
individuals within those firms and from other lending institutions and funds choose to
undertake the IFT accreditation process to gain the badge of authenticity and
association with professional standards. Our members work with public sector
organisations and companies, and across both ends of the market, from large, listed
companies through private equity backed businesses and small owner-managed
companies.

Summary

Since their introduction in June 2020, Part 26A Restructuring Plans (RPs) have proven
to be a valuable UK-based tool for corporate rescue, and an important element of UK
international competitiveness when it comes to restructuring regimes.

We recognise that RPs are increasingly used by large, international businesses and are
valuable for the UK’s position as a restructuring centre. These RPs can often involve
complex funding structures, cross-border factors and increasingly creditor challenges
involving disputed valuations and expert evidence. It is right that provision is made for
the UK courts to ensure sufficient and fair consideration of the issues in complex and
disputed RPs, for instance, with CPR 35 compliant evidence, case management
approaches and sufficient disclosure and time for hearings, as has been set out in the
revised Practice Statement currently out for consultation.

However, many of our members and partners work with small and mid-market
businesses that have been hard hit by successive macro-economic events and trends
and are often labouring under unsustainable levels of debt. Given the utility of RPs as a
powerful company-side measure, The IFT would like to encourage engagement and



development of market practice so that the full range of businesses can benefit and
thrive. Vitally, a Part 26A Restructuring Plan is a non-Insolvency Act process and
therefore avoids the commercial and reputational impact of likely alternatives such as a
Company Voluntary Arrangement (CVA) or an administration process. These
disruptions to suppliers, employees and customers are hard to avoid in insolvency
processes. It should also be noted that the certainty of an RP in delivering the outcome
is a key issue for SMEs without funds to meet possible appeals against the sanction of
an RP (even if they may be successful at appeal). An erosion of certainty is likely to
drive more SMEs to the pre-pack administration route, with the attendant operational
and reputational impacts.

We would urge the judiciary to consider how far additional requirements regarding
evidence, timing and negotiations in the updated Practice Statement apply to smaller
businesses for whom time pressure and working capital can be a greater hurdle and
thus how case management approaches can be utilised to limit costs as far as possible
in these cases. We would also suggest that the judiciary consider amendments to
practice directions for cases at the smaller end of the market, with simpler debt
structures and valuations. These could reflect and encourage a twin-track approach,
with one set of procedural requirements applied to larger, complex cases and another
to simpler, straightforward RPs which are not testing new aspects of or approaches to
the process.

Background and IFT research

RPs have been and are being used by a range of businesses both in the UK and
internationally, across sectors and a range of business sizes, though cases to date have
concentrated on larger companies.

As borne out by the research shown below, we note that there is broad consensus that
the process is considered by stakeholders as too costly and lengthy for smaller and
mid-market businesses to use widely. This is of wider economic importance as the vast
majority of UK businesses are SMEs, impacting productivity and jobs.

Of the more than 40 plans to date!, fewer than a fifth (8) have been for businesses that
can be seen to fall within an SME bracket (for this purpose we have defined SME as
those with turnover between £0-25 million). Furthermore, plans are more likely to be
proposed at the top end of this bracket, with some for which varying estimates of
turnover may actually place them in the £25-100 million turnover bracket, further
reducing the number of SME plans in reality.

The IFT has over the past two years undertaken research with market participants
looking at consideration of RPs. This included a series of roundtables in early 2024 and
surveys of market participants in early 2024 and 2025.

Tincluding all those (by overall company/brand) sanctioned to date, those withdrawn, not sanctioned,
overturned on appeal - not including those still in progress, including those being appealed, at the time
of submission of this response. Turnover information is based on publicly available information
(published annual reports for the business, Companies House information, media commentary) for the
period around the business seeking to pursue an RP.



The IFT roundtable series saw repeated comment on the barriers of costs and time for
smaller and mid-market companies, in particular working capital to bridge to a sanction
hearing and the costs of the RP. From both surveys, costs and time were the joint top
barriers cited by respondents to proceeding with an RP.

Our 2025 survey also asked specific questions in relation to the consideration of RPs for
SME businesses. 49% of survey respondents had considered RPs for SMEs in 1-5 cases
but indicated that in the vast majority of cases either most or all of these SME plans did
not proceed. The main reasons for not proceeding with SME RPs cited by the largest
number of respondents were costs of the RP and the time required, linked to the lack
of a cash runway to complete the process.

Survey respondents were also asked about what they as market participants would like
to see in terms of improvements to RP processes. When asked to express in their own
words what would have made the process easier, the most common responses referred
to measures to contract the timetable and implementation period of an RP i.e. through
better availability of court slots, convening hearing on paper etc. When asked to
choose between a number of options to prioritise, the option that 83% of respondents
wanted to see prioritised was the streamlining of the court process and/or
documentation for smaller businesses/those with simpler debt structures.

Our 2024 and 2025 surveys asked respondents the extent to which the possibility of an
application to court for the sanction of a restructuring plan was used as a tactic in the
negotiations for the restructuring of a business. 41% of respondents had done so in
2024 and 44% in 2025. Critically, for those who had used this as part of their
negotiating strategy, there was a high degree of success in then reaching consensual
agreement: 70% in 2024 and 86% in 2025 said that this had assisted in achieving
agreement. The IFT therefore believes that the mere existence of the RP process can
indirectly also support informal turnaround activity further up the decline curve. We
would support amendments to the process which would make RPs more widely
available as we think a credible option of an RP will then assist more companies in
achieving informal restructurings. This would prove particularly helpful for smaller
companies.

The provisions of the draft amended Practice Statement

We support the judiciary seeking to manage and narrow the issues in large and
complex Restructuring Plans to ensure the ability of courts to consider cases without
being placed under undue pressure, and for creditors in varied and complicated
situations to understand and appropriately challenge what is proposed where needed.

However, we would highlight that certain aspects of the amended Practice Statement
may be likely to increase costs for businesses seeking to pursue an RP, particularly at
the start of the process.

For instance, the new requirements in Paragraph 6 relating to issuing of a claim form
and the listing note and the additional requirements set out in Paragraphs 14-16 may
serve to increase upfront costs and initial timescales which may be particularly difficult
for businesses in the mid-market and SMEs.



By way of example, we note the proposed restrictions in Paragraph 16 on amending the
explanatory statement after the convening order has been made without the leave of
the Court. However, we think companies will feel obliged to err on the side of caution.
There will be cases where the company has, by necessity remained in negotiations with
individual creditors after the convening order has been made, or despite best efforts, is
only able to reach agreement with a particular creditor at this point. We are concerned
that. were the company then required to apply to Court for approval of an amended
explanatory statement as a precursor to updating all of the other creditors on this
development, this could add to cost and time pressures. Almost every company
proposing an RP will in practice maintain a website which interested creditors may
access, and such websites provide a quick, cheap and effective means of giving
updates on matter such as these. In order for Plan companies and creditors to be able
to effectively meet these requirements and manage timetables and costs, it would be
helpful for there to be cut off dates for objections at the convening hearing, to give
time to respond to the creditor and include an explanation in the convening hearing
evidence.

We would therefore ask that consideration is given to how far these additional
requirements should be applied in cases where smaller businesses with simple(r) debt
structures are seeking to use RPs, and how timetables and evidence requirements are
managed in these smaller cases.

In addition, we would ask that consideration is given to further amendments to the
Practice Statement and/or creation of a separate Practice Statement for smaller,
simpler cases. The simplest amendments could be to allow for streamlined
documentation where businesses fall within certain criteria i.e. beneath a certain level
of debts, turnover level or balance sheet size. We note the Court has been consistently
clear since the introduction of RPs that the explanatory statement “should be in a form
and style appropriate to the circumstances of the case, including the nature of the
constituencies of members and/or creditors, and should be as concise as the
circumstances admit” (para. 17 of draft Practice Statement). However, companies and
their advisers are exercising an abundance of caution to anticipate judicial
expectations, and this is resulting in overly long and thus costly explanatory statements
providing a particular barrier for smaller companies with a simpler debt structure. We
would therefore welcome guidance in this regard. For smaller, simpler cases it could be
helpful for the Practice Statement to be relatively prescriptive about what the
explanatory statement and expert reports need to contain which could assist such
businesses and their advisers in shortening the levels of evidence and information
provided and reduce costs.

Further changes (which could require legislative amendment) could include
consideration of holding the first hearing (convening) on paper where cases meet such
criteria for size or simplicity and provision in these cases for no requirement to split the
financial advisory and valuation roles between separate advisors. We are mindful of
pressures on hearing days. Against this background, flexibility in terms of court
hearings (both in terms of numbers of hearings, paper based hearings, possible use of
a wider pool of courts for simpler cases) could assist in terms of the court timetable,



enabling more companies to utilise the process in line with their cash needs and
available runway to deliver a solution.

Thank you again for the opportunity to respond to this consultation and we would be
happy to provide further information or clarification as required.



