NAVIGATE BUSINESS RECOVERY

Before It's Too Late:
The Independent Business Review
Playbook for Directors

How to test viability, understand risk and decide what happens next

For directors of limited companies facing financial pressure
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How to use this playbook

An Independent Business Review, often called an IBR, is an objective examination of the company’s financial
position, trading prospects, funding needs, management plan and available options.

It may be requested by a bank, lender, investor, board, shareholder or other stakeholder. Directors may also
commission one themselves when the figures are unclear or confidence in the existing plan has been lost.

A useful IBR is not simply a long report. It should identify what is happening, why it is happening, whether the
business can survive and what must be done next.

Important: An IBR does not replace the directors’ own duties. Directors remain responsible for decisions
made while the review is being carried out.

1. Start with the purpose and the audience

The scope must be agreed before the work begins. A lender may be concerned about covenant breaches and
debt service. The board may need to know whether continued trading is viable. An investor may want to test
the assumptions behind a funding request.

Questions to settle at the outset

e Who has commissioned or requested the review?

e Who will receive and rely upon the report?

e What concerns triggered the review?

e |s the review independent, confidential and subject to any agreed reliance limitations?
e What period, entities and business units are included?

e What decisions must the review support and by what date?

¢ What information will management provide and who will verify it?

2. Establish the company’s real cash position

Profit is not the same as cash. A company may report accounting profits but still be unable to pay wages, tax,
rent or suppliers when they fall due.

e Current bank balances, including overdraft headroom and restricted accounts.
e Receipts and payments expected week by week over the short term.

e A broader monthly forecast for the wider trading period.

e Wages, pensions, PAYE, National Insurance, VAT and corporation tax.

e Rent, utilities, insurance, finance payments and essential suppliers.

e Overdue creditors, arrears, deferred payments and repayment plans.

e Committed funding compared with funding that is only being discussed.

Recommended cash flow approach

Prepare a short term cash flow forecast showing expected receipts and payments week by week,
supported by a monthly forecast for the wider trading period. Update it regularly and compare forecast
figures against actual performance.

3. Test the quality of the financial information

Financial reliability checks

e Are management accounts up to date and reconciled to the bank?
e Do debtor and creditor ledgers agree with the balance sheet?
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e Are tax liabilities complete and current?

e Have stock, work in progress and bad debts been valued realistically?

e Are intercompany balances and directors’ loan accounts correct?

e Are contingent liabilities, guarantees, claims and leases included?

¢ Can management explain significant movements and unusual entries?
e Are forecasts consistent with historic performance and current trading?

4. |dentify the cause, not merely the symptom

A cash shortage is a symptom. The IBR should identify what is causing it. Common causes include declining
margins, customer concentration, delayed collections, excessive overheads, loss making contracts, tax
arrears, rapid growth without working capital, weak controls, shareholder withdrawals or unsuitable
borrowing.

e Separate one off events from structural problems.

¢ |dentify which products, customers, locations or contracts create or destroy cash.
o Test whether the business model remains viable at realistic volumes and margins.
e Identify decisions that management can control and external factors it cannot.

5. Stress test management assumptions

Assumptions that should be challenged

e Are sales forecasts supported by orders, contracts or credible pipelines?
e Are margins based on current costs rather than historic pricing?

e Are customer payment dates realistic?

e Have seasonal movements and tax dates been included?

e Are proposed savings achievable within the stated timetable?

e |s refinancing committed, conditional or speculative?

e What happens if sales are lower, costs are higher or funding is delayed?
e Is there a credible downside plan?

6. Review creditor and enforcement pressure

¢ HM Revenue and Customs arrears, enforcement contact and Time to Pay discussions.
e Statutory demands, Winding Up Petition threats or petitions already presented.

e Secured lender defaults, covenant breaches and reservation of rights letters.

e Landlord forfeiture, Commercial Rent Arrears Recovery or possession action.

e Supplier withdrawal, retention of title claims and critical service interruption.

e Court judgments, enforcement agents, charging orders and third party debt orders.

e Employee arrears, pension contributions and threatened claims.

7. Examine assets, security and realisable value

Asset review

e Which assets are owned by the company and which are leased or financed?
e What charges are registered and what do the security documents cover?
e Are book values supported by realistic sale values?
e Are any assets disputed, obsolete, damaged or difficult to realise?
e Are debts collectible and free from set off, dispute or counterclaim?
e |s stock subject to retention of title?
e Does the company own intellectual property, licences, claims or tax refunds?
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e Have assets been transferred, sold or used as security recently?

8. Review management and governance

The review should assess whether the directors understand the position and can deliver the proposed plan. A
credible plan requires accurate information, clear responsibility and measurable actions.

e Frequency and quality of board meetings.

e Financial reporting and variance analysis.

e Conflicts of interest and connected party transactions.

¢ Management capability, capacity and willingness to change.

e Whether professional advice has been obtained and recorded.
o Whether decisions are based on evidence rather than optimism.

9. Consider directors’ legal risk

The ordinary statutory duties continue during financial distress, but the interests of creditors can become
relevant before formal insolvency. In broad terms, the creditor duty is engaged when the company is insolvent
or bordering on insolvency, or when an insolvent liquidation or administration is probable. The weight given to
creditor interests increases as the financial position deteriorates and becomes paramount when insolvent
liquidation or administration is inevitable. The precise threshold is fact sensitive. The review should not give
directors false comfort or imply that continued trading is safe merely because a turnaround remains
theoretically possible.

e Wrongful trading and whether every reasonable step is being taken to minimise potential loss to creditors.
e Misfeasance, breach of duty and misuse of company money or property.

e Preferences, transactions at an undervalue and certain invalid or challengeable security.

e Unlawful dividends, bonuses, director withdrawals and loan repayments.

e Personal guarantees, indemnities and overdrawn directors’ loan accounts.

e Director disqualification and potential compensation proceedings.

10. Turn findings into options

e Operational turnaround and cost reduction.

e Working capital improvement and accelerated collections.

e New equity, refinancing or additional security.

¢ HMRC and creditor negotiations.

e Company Voluntary Arrangement.

e Sale of the business, assets or a division.

e Administration where its statutory purpose can be achieved.

e Creditors’ Voluntary Liquidation.

e Controlled wind down where legally and commercially appropriate.

Final director readiness questions

Do we know the true cash position today?

Do we know what must be paid in the next 7, 14, 30 and 90 days?

Are creditor interests being properly considered?

Are decisions recorded with the information and advice relied upon?

Is continued trading supported by a genuine and evidence based rescue purpose?
Are we treating connected parties and guaranteed creditors appropriately?

Do we have a credible Plan B?
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Have we considered the personal exposure of each director?

Is there a clear decision date if the plan does not work?

Official sources used

The legal and official guidance in this playbook was checked against the following sources as at 1 July 2026:

e Companies Act 2006, including sections 171 to 177 and section 172(3)

e Insolvency Act 1986, including sections 123, 212, 214, 238, 239 and 246ZB
e Insolvency Service Director Information Hub: duties upon insolvency

e GOV.UK guidance on Company Voluntary Arrangements

Speak to Vee

Early, calm and properly informed intervention can make a significant difference. Vee Bharkhada helps
directors and business owners understand the position, identify realistic options and manage financial
distress before it becomes harder to control.

Book a confidential meeting with Vee: www.navigatebr.com/book-a-meeting-with-vee/
Telephone: 0330 236 9938

Disclaimer

This playbook is provided for general information and educational purposes only. It is not legal advice,
financial advice, insolvency advice or advice on the facts of any particular matter.

The law relating to insolvency, directors’ duties, creditor rights and personal liability is highly fact sensitive.
The correct course will depend on the company or individual’s financial position, contracts, security,
transactions, records, timing and the steps already taken.

Navigate Business Recovery Limited is not a firm of solicitors and does not conduct reserved legal activities.
Where legal advice, Court representation or the conduct of litigation is required, advice should be obtained
from an appropriately qualified and authorised solicitor or barrister. Most private sector formal insolvency
appointments must be accepted by a licensed insolvency practitioner, although the Official Receiver has
statutory office holder functions in certain compulsory insolvency proceedings.

This playbook applies to limited companies and directors in England and Wales. It is not a formal independent
accountant’s report, valuation, audit opinion, viability statement or legal opinion.

No person should act or refrain from acting solely in reliance on this playbook. Navigate Business Recovery
Limited accepts no responsibility for loss arising from reliance on its contents.
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https://www.gov.uk/guidance/director-information-hub-director-duties-upon-insolvency
https://www.gov.uk/company-voluntary-arrangements
https://www.navigatebr.com/book-a-meeting-with-vee/
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