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SNAPSHOT

Wind-down Planning
How preparing for failure can help 

your company succeed



What is Wind-down Planning? 

Wind-down planning is the process through 
which a firm identifies the steps involved, 
resources required, and execution risks in 
winding down its business in an orderly manner. 
The objective of a wind-down plan (WDP) is 
to minimise the impact of a firm’s failure on 
customers, counterparties, and markets. The FCA 
considers WDPs relevant for all solo-regulated 
firms with Part 4A permissions, and since July 
2020 has required Payment Services Providers 
(PSPs) to have a WDP.

The WDP requires a firm to assess both the 
financial (capital and liquidity) and non-financial 
(infrastructure, specialist knowledge, market 
access, etc.) resources needed to support an 
orderly wind-down. Firms should consider a 
range of severe and firm-specific scenarios that 
could lead to a wind-down and determine a risk 
identification and assessment approach. They 
will need to analyse their business to understand 
how a wind-down would impact operations, 
identifying and mitigating any potential adverse 
impacts on external parties. This enables the 
creation of an outline of sequenced actions in 
a wind-down and their duration, along with the 
resourcing needs to support these.

Why is it important to the market? 

Ever since the last financial crisis, regulators 
have been working on trying to avoid the next 
one. Banks were the targets of the first round 
of regulatory change, becoming subject to new 
requirements surrounding capital, recovery 
planning and resolvability. Yet despite the 
increased regulatory attention, there continue 
to be high-profile domestic failures such as the 
collapse of London Capital & Finance in 2019, and 
international ones such as the 2020 Wirecard 
scandal. The scope of regulatory interest has 
continued to widen, and it seems likely that 
formal requirements surrounding WDPs may be 
expanded in coming years.

With the fallout from coronavirus creating 
ongoing uncertainty within the economic and 
business environment, sound WDPs are more 
relevant than ever, and likely to remain squarely 
within the sights of the FCA as it seeks to 
continue to protect consumers and the integrity 
of the UK financial system. The results of the 
FCA’s Covid-19 financial resilience survey1 of 
23,000 regulated firms, published in January 
2021, highlighted that up to 4,000 of these 
were at heightened risk of failure because of the 
pandemic. Of these predominantly small and mid-
sized firms at risk, almost a third had the potential 
to cause harm to consumers.

What is our view on it? 

In our view, firms that approach wind-down 
planning purely as a compliance exercise are 
missing a valuable opportunity to improve overall 
management of the business. Too often, the 
activity of producing a WDP becomes a side-
of-desk solo project for one of the C-suite, with 
little engagement across the wider firm and an 
end product that barely meets the minimum 
expectations of the regulator. We believe that 
when approached holistically, wind-down 
planning brings a range of long-term benefits to 
the firm, uncovering new strengths, weaknesses, 
opportunities, and threats.

All areas of the firm should be involved in 
producing a holistic and well-rounded WDP. 
Workshops involving representatives from 
different departments can help to ensure all 
requirements, dependencies and perspectives 
are factored into the WDP process. The firm’s 
governing body should be involved in the process 
throughout, providing leadership and ensuring 
appropriate resources are committed from each 
part of the firm. 

Bringing together stakeholders from across 
the business in this way can result in numerous 
benefits. For example, it can lead to enhanced 
risk management through a better understanding 
of the key risks facing the firm, recognition of 
the scenarios that could cause failure, and the 
identification of relevant indicators that provide 
early warning of oncoming stress. This often 
results in a broader array of forward-looking 
management information being considered on a 
regular basis, which can also help inform strategic 
decision-making.



Similarly, the Finance function often uncovers 
insights through the WDP process. In analysing 
the situations that could lead to failure, critical 
revenue and cost drivers are isolated, cash in / 
out flows reviewed, and overall fiscal strengths 
and weaknesses are uncovered. The findings 
from the exercise often result in an overhaul 
of the regular reporting used to monitor the 
ongoing financial health of the firm, with 
the inclusion of new metrics, or additional 
importance being ascribed to previously under-
emphasised ones.

There are further gains to be made outside 
of the Risk and Finance functions. Operations 
teams can use the exercise to detect 
vulnerabilities within the BAU operating model, 
including the identification of any critical 
infrastructure such as its 
premises, IT systems, access to third 
party services, or specialist staff. Likewise, 
stakeholders from communications, legal, HR, 
and other teams can be brought together 
to input into the process, sharing ideas and 
perspectives. In planning for the worst, firms 
can bring together their best - resulting in 
a robust WDP that puts the regulator at 
ease and leaves a legacy of cross-functional 
collaboration.

How can BCS help? 

When considered holistically, approached in 
a structured way, and supported by the right 
tools, methodologies and knowledge, the full 
value of wind-down planning activities can 
be released. Whether you are documenting 
your first plan, tackling internally identified 
weaknesses from a prior exercise, or 
addressing feedback from the Supervisory 
Review and Evaluation Process (SREP), BCS 
Consulting can bring to bear an invaluable 
blend of experience to support you. We have 
deep subject matter expertise built from years 
of work across stress testing, recovery and 
resolution planning, operational resilience, 
business continuity planning, and risk 
management framework design. 

We can help by:
• Assessing existing WDPs against 

requirements, identifying gaps and 
preparing remediation activities;

• Providing project management support to 
plan and coordinate WDP activities;

• Running workshops, gathering information 
from across the firm, and drafting the 
WDP;

• Working with senior management to 
successfully take the plan through 
governance.

Who should you speak to about it:

Tom Howell, Principal Consultant 

Tom.Howell@bcsconsulting.com

Colin Darby, Director 

Colin.Darby@bcsconsulting.com
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