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Introduction

Part 26A Restructuring Plans (RPs) are a valuable, company-led tool for corporate rescue.
However, since their introduction there has been a question mark over the extent to which RPs
- given the requirements of the legal process and related costs and timing pressures - are
accessible to small and medium enterprises.

In advance for advocating a response to this, The IFT wishes to highlight in this report that
there have been a number of RPs pursued and/or completed by small or mid-market
companies and outline how they have approached issues including funding an RP, relevant
alternative and other evidence and engagement with creditors.

Over time, through these cases, we can see evolving approaches to some of these practical
issues involved in an RP, which can and have helped to support the use and sanction of RPs in
the small to mid-market.

We argue that to some degree in the smaller to mid-market and for businesses with a
relatively simple debt structure there is now an established playbook from case law for the
format and use of RPs, providing greater certainty that RPs containing these components will
be sanctioned by the court.

However, there has been a degree of negative perception of the costs of this tool in light of
some recent case law. Therefore, to counter market perceptions of RPs being out of the reach
of smaller businesses, the government could consider legislative amendments to the Part 26A
regime to formalise a small business track.

The IFT considers that this is important for a greater number of UK businesses to take
advantage of this effective restructuring tool, particularly SMEs in regulated or heavily licensed
sectors for which alternative insolvency processes would be damaging and highly value
destructive, and for the UK’s international ranking for restructuring, which in turn impacts on
its overall attractiveness for inward investment.

Use of RPs by small and mid-market businesses

As at time of writing (start of May 2026), there have been 13 Part 26A Restructurings Plans
that this paper classifies as having been promulgated by companies falling into the small or
medium (mid-market space) - to the extent that they have completed the process and/or
withdrawn (albeit there are other mid-market RPs currently in progress and The IFT will be
following these and updating/providing addendums to this research as required). This is by
reference to company turnover, where turnover of £0-25 million is classified as small, and
turnover of £25-100 million is classified as medium[1].

[1] See classification notes and caveats in longer version of paper



Of these, six RPs were for those we class as small businesses with turnover of less than £25
million, with the remaining seven for medium or mid-market companies (and we note the
distinction practically between very small businesses and those towards the top end of the
mid-market). This is out of a figure of approaching 60 Restructuring Plans since their
introduction in June 2020, so we can see that the large majority of RPs to date have used by
large and often very large, multinational businesses.

Turnover level (around the

Year of RP | Plan Company " Size classification

time of the RP)

Yearly income average 2018-

2021 = £7,682,553.57 - as per

administrators’ report. Small (£0-25 million
2021 | Amicus Finance turnover)

Turnover for 2022 as per

Companies House report
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Total funding of $22.5 million
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Great Annual
2023 | Savings (not c. £20 million turnover
sanctioned)




Turnover level (around the

Year of RP | Plan Compan . Size classification
Gk time of the RP)
Turnover to year ending 31 March —_— -
2023 | Fitness First 2023 £34, 161,000, turnover 2022 tu?nl)uvr:rg e
£27,284,000 (Companies House
accounts)
Revenue for 2022 was £134.7 Just large, but variable within
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million (Companies House)
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2023
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of May 2023) (Companies House)
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Verona) (Companies House) turnover)
SIR Joinery (not Turnover up to £25M as of 2021 as
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convening hearing)
Turnover year ending 31 March . -
—_— -1 [
2025 | Enzen 2023 £48,136,51 HeblunE2e-00 ullian
turnover)
Turnover year ending 30 March ; 5 i
2025 | Outside Clinic 2023 £40,592,000 Hedium E100mllion
turnover)
DSTBTD Limited According to Explanatory
Imite
2025 Statement, very small company Small (£0-25 million turnover)

(“Distributed”)

with approx. £6 million turnover




Evolving approaches through SME and mid-market RPs to date

We can see increasing sophistication but also some approaches to standardisation developing
through smaller and mid-market RPs to date, looking in particular at the following aspects:

« Funding: How were small and mid-market RPs funded? Did they receive new money and if
so, what was the amount and source of this? How was equity allocated and how was this
and the returns to new money treated by the courts?

« Evidence: How have smaller businesses met evidential and documentary requirements e.g.
for evidencing the Relevant Alternative in Part 26A Restructuring Plans?

« Creditor engagement: How have smaller RPs engaged and approached creditors and what
have been the outcomes? How has this evolved and what has the court said regarding
creditor engagement?

Funding

The vast majority of SME and mid-market businesses making use of RPs received additional
funds to support the costs of the RP, working capital liquidity and in many cases new money
for use after sanction of the RP from existing stakeholders, largely from shareholders/owners
and to a lesser degree from existing lenders, and occasionally creditors. Some RPs did not
receive additional funding and were funded from existing liquidity and/or the savings made
from the reduction of liabilities under the RP. Ultimately, often the funding of RPs (and of the
underlying businesses through the RP) was a combination of deferral or reduction of debts
and funding injections from existing stakeholders. Priority for repayment or additional returns
for those providing new money to enable the RP was in large part accepted by the courts,
though in line with broader case law, we can also see increasing scrutiny of fairness of returns.

Overall, in terms of funding, there is now well-trodden precedent for court recognition of
additional benefits accruing to major creditors, owners or shareholders providing additional
funding/new money to enable restructuring. (Though this will need to be balanced against
new requirements demonstrating the market pricing/reasonableness of the terms of such new
funding post-Petrofac appeal, discussed further below). With a clear-eyed view of fairness in
terms of returns to creditors, bearing in mind the extent to which
reduction/deferral/cancellation of liabilities owed to them is supporting the business, the court
has shown willingness preserve equity and to approve additional returns or increased priority
for new/existing shareholders.

Evidence in relation to the Relevant Alternative, process and the future of the company

The Part 26A statutory provisions mandate a need to robustly evidence the company’s
financial difficulties, the impacts of the proposed plan in addressing these difficulties, the likely
relevant alternative (RA) and the outcomes for the different classes of creditors under both




scenarios, and evidencing that the necessary procedural requirements have been met. This has
also been emphasised in general Part 26A case law, i.e. Virgin Active and Smile Telecoms.

Market commentary has focused on the costs for SMEs of meeting the costs of the court-
driven procedure and expert evidence in RPs. This section looks (in broad brush) at what key
evidence/supporting material has been provided in SME plans to date, and what judicial
comments have been made about how smaller companies can seek to meet evidential
requirements.

As noted above, the documentation required from companies seeking to pursue an RP broadly
falls into three main categories: the procedural/legal Restructuring Plan documents; evidence
regarding the business’ financial difficulties; and evidence regarding the Relevant Alternative
and the expected impact of the RP.

In relation to the core legal documents, across all plans, including SME plans, these include the
Restructuring Plan itself, the Practice Statement letter (apart from where this has not been
required in Scottish cases, e.9. SIR Joinery) and the Explanatory Statement - which is the key
legal document setting out the company’s situation, rescue plan and alternative scenarios. In
terms of the company’s evidence about its financial position, we can see across SME and mid-
market RPs this has varied to some degree given the size, nature of the business and degree of
challenge, but commonly - in addition to the outline and explanation provided in the ES - has
included witness statements from senior business directors/owners (on some occasions with
these individuals orally cross-examined where the RP is more contested) as well as certain key
business documents/information (cashflow, correspondence with stakeholders/key business
contracts and agreements, evidence regarding financing attempts or previous sales
processes). For further evidencing what would take place in the event of the RP not being
sanctioned (the RA) and the comparative returns to creditors in alternative scenarios, all
SME/mid-market plans (reaching sanction stage) have provided expert evidence covering this,
usually in the form of an Estimated Outcomes report/statement (as the key document), but we
can see different levels of evidence provided and accepted by the court, depending on the size
of the business and complexity of the plan.

SME RP cases to date have to a degree clarified the balance to be struck between conciseness
of documentation and sufficient information. Criticisms from judges and indeed part of judicial
reasoning in one of the RPs not sanctioned (Great Annual Savings) referenced the need to
clarify the reasons for conclusions as to the Relevant Alternative and estimated outcomes for
creditors, clear explanations as to why a particular outcome was considered the most likely
relevant alternative, as well as what independent scrutiny or analysis had been undertaken in
relation to figures provided by the company. SMEs can be reassured by the court making clear
that the court is expecting a concise account covering the key risks and effects of the RP for
creditors to make an informed decision, and that creditors will not be any worse off than in the




relevant alternative on the balance of probabilities, which may will be simpler in the SME
context with a simpler debt structure. The key evidence is now well-trodden in terms of the
provision of financial advisory reports addressing estimated outcomes and valuation, as well as
witness evidence from the company setting out the background to financial difficulties as well
as future plans should the RP be approved.

In order to reduce the costs of preparing some of these documents, we can see the beginnings
of certain template approaches being used by some companies in the SME space. For example,
in relation to certain common aspects of RPs i.e. in outlining critical creditors, in
straightforward Restructuring Plans where there is a similarity between approaches, i.e. see
the Prezzo and Tasty plc and in the Distributed RP which used as a basis certain CVA
templates which were then adapted.

Creditor engagement

Finally, in terms of evolving approaches to creditor engagement that support the successful
use of RPs, in particular there has been an evolution in how SMEs have engaged with HMRC as
a key creditor. Following certain SME RPs being refused sanction due to a lack of consideration
of the position of HMRC and lack of proactive engagement, later mid-market companies saw a
number of approaches taken to HMRC.This included: leaving HMRC outside RPs, including
within RPs but in effect agreeing simply deferral of debt within the plan rather than reductions
in tax liabilities, or in demonstrating willingness to negotiate with HMRC post-RP launch and to
offer improved returns reflecting their status e.qg., Enzen, Outside Clinic. This has seen an
increased willingness on the part of HMRC to engage and indeed to support RPs in recent mid-
market cases (depending on individual facts and specific circumstances, with a willingness to
oppose where they disagree with the substance of the RP i.e. in the second Waldorf RP).

In relation to other unsecured creditors, reflecting judicial criticism and rulings about what is
required for an RP to be a “compromise or arrangement” and also fair between creditors, but
also the increased costs of dealing with objections, we can see later SME/mid-market cases
showing increased flexibility and willingness to negotiate with creditors both before launch of
an RP and during the process, for instance, extensive negotiation with landlords and the
modification of the Tasty RP after the convening hearing to offer an additional benefit to
classes other than the secured creditor. It is also worth noting that in some SME plans to date,
we can see how much simpler debt structures result in fewer creditor classes and numbers
with which to negotiate.




Challenges to the use of RPs by smaller businesses

Despite successful use of Part 26A Restructuring Plans by some smaller businesses, there
remains a persistent perception that RPs are a difficult tool to make cost-effective for SMEs.
IFT research on market consideration of RPs confirms this: a series of roundtables in 2024 saw
repeated comment on the 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. In IFT surveys of market participants, costs and time were the joint top barriers cited by
respondents to proceeding with an RP.

To some degree this perception has hardened with recent case law and the updated Practice
Statement may in some respects have the effect of increasing the costs and time
requirements, making RPs seem increasingly unattainable.

For instance, recent rulings on the requirement for the company to provide evidence of the
reasonableness of the terms of new money by either expert evidence or of market testing
could represent a potentially unmeetable cost if this is deemed necessary for SMEs. Recent
cases have also seen market participants suggest that a “Plan Benefits” report may also be
necessary as part of the evidence to demonstrate the fairness of the plan and returns to
creditors. This could be incorporated as part of the relevant alternative analysis and may well
be simpler for SMEs to answer but again represents an additional cost for SMEs that must
meet CPR requirements for independent expert evidence as part of the RP process.

In relation to the updated Practice Statement, 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 12-15 may serve to increase upfront costs and initial timescales which may be
particularly difficult for businesses in the mid-market and SMEs.

However, recent feedback at an IFT roundtable in November 2025 also noted that the updated
Practice Statement gave some helpful guidance in managing the process and costs, with the
focus on efficiency and proportionality. One participant noted that once the updated process
had become embedded, we could see more streamlined RPs - with the discussion continuing
to stress the “tyranny of time” and the short runway available to SMEs, particularly if early
engagement changes dynamics with suppliers, market reputation etc. However, the point was
raised that despite the stress on proportionality by the courts, to develop more streamlined
approaches required legal and financial advisers to move away from exercising an abundance
of caution in levels of documentation, to embed that precedent. A number of participants
stressed the simpler structures for SMEs and argued that the “tennis court” of acceptable RP
approaches was much more well-known, and with the Practice Statement and a more helpful
HMRC, this may provide some positive momentum for SME RPs. There was continued
discussion about the management bandwidth and funding options as issues for SME RPs.




Areas for development

In order to address some of the challenges for SME businesses to make use of RPs, there is
scope for both continued development of market practice to reduce costs and timescales, and
for actions by policymakers to support this.

Market practice

We understand that there is taking place - and have sought to facilitate where appropriate -
market discussion around access to funding for SMEs to support the costs of and/or liquidity
during an RP. For instance, discussion of funding products or insurance to cover RPs (or more
saliently the working capital required to get through the process) and the development of fee
models i.e. contingent fee models for solicitors acting on RPs. There could be an opportunity
here for policy to support the engagement of more types of private capital providers in
providing such funding, aligning with the government’s growth objectives and promotion of
private investment in UK plc.

In terms of managing costs, with the caveat that each case will turn on its own individual facts,
the market could support increasing development and use of template documents and
standard approaches for uncomplicated cases falling within already-tested parameters.

Policy and legislative action

It should be recognised 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 revised Practice Statement.

However, for smaller businesses there has been a degree of negative perception of the costs of
this tool in light of some recent case law. Therefore, The IFT is advocating that now is the time
for policymakers to act to encourage SME RPs through the implementation of legislative
changes, to avoid the embedding of recent negative views of the costs of this tool.

Policy change and statutory amendments to the Part 26A regime

The government could amend the legislation to provide either for changes to the process
where a business is an SME within the broader process, or implement a separate statutory
regime for smaller businesses, with the international example of that under Chapter 11in the
us.




Under the provisions of CIGA 2020, it appears that both would require primary legislation as
provisions allowing for the amendment/modification of provisions by regulations have now
expired.

Amendments suggested

The government could put forward legislation modifying the requirements currently, i.e. by
dispensing with the convening hearing for simple cases with standard creditor groups (below a
certain total debt) and clear valuation evidence and if there are no objections to proposed
creditor classes.

This could be, for example, by the insertion of a provision after 901C to provide that businesses
may proceed directly to creditor meetings without order of the court provided certain
requirements are met.

Additional sections after 901D prescribing the content to be included in the explanatory
statement to limit costs and/or an additional schedule covering this for small businesses and
also to manage the expert evidence required for these cases.

Alternatively, the government could look at the creation of a specific small business regime as
an amendment to the Part 26A regime.

Conclusion

CIGA 2020 represented a potentially transformative step in the UK’s restructuring toolbox and
in its continued dominance as an international restructuring centre. There has been a strong
market response demonstrating the use of Part 26 A Restructuring Plans as an effective
mechanism to preserve value and build to growth.

Case law to date has developed the notion of fairness in relation to Restructuring Plans, and
the recent update to the Practice Direction has rightfully focused on encouraging proper
engagement between the parties and efficient management of cases following increasingly
litigious large Plans. However, clarification from appeal judgments should be supplemented by
market engagement and policy changes such as those suggested above to enable the tool to
be a credible option for SMEs and to enable a wider range of companies to pursue
turnarounds.We note that the courts are open to seeing smaller businesses make use of this
tool, as seen in the judge’s comments when sanctioning Distributed: “It is pleasing to see that
the machinery of Part 26A is being successfully used by a small company in evident financial
distress, and that the jurisdiction is not the preserve of the large corporation” [para. 20]. The
ability for a greater number of smaller companies to contemplate and use this tool would be
supportive to wider goals around economic growth, preserving jobs and value, as well as
enhancing the reputation of RPs on the global restructuring stage.
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