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Dear Sir / Madam
Simon Edel
Partner – United Kingdom
Turnaround & Restructuring Strategy

In accordance with our engagement letter dated 7 June 2021 (“the Engagement Agreement”), we have now performed our valuation of the Companies under various
scenarios, and an independent review of the estimated insolvency outcomes for the Companies considering both the factual and counterfactual scenarios of the proposed
scheme of arrangement (“Scheme”) being implemented.
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Purpose of the report and restrictions on its use
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sedel@parthenon.ey.com

Alan Hudson
Partner – United Kingdom
Turnaround & Restructuring Strategy
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+44 (0) 20 7951 9947
ahudson@parthenon.ey.com

Nick Robinson
Associate Partner – United Kingdom
Valuation, Modelling & Economics
T
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+44 (0) 20 7951 4231
nrobinson@uk.ey.com

This report is prepared solely for the benefit of Provident Personal Credit Limited (“PPC”) in assessing valuations and the estimated insolvency outcomes referred to above
and should not be used or relied upon for any other purpose or by any other person. As referenced under our Engagement Agreement however, you may disclose this report
to your professional advisers but solely for the purposes stated therein and provided that each adviser acknowledges and agrees before being provided with a copy of the
report (or any portion or summary of the report) that we assume no responsibility or liability whatsoever to them in respect of the contents and that they agree to be bound by
the terms and conditions of the Engagement Agreement relating to restrictions on the use and disclosure of the Reports. Please refer to section 12 of the General Terms &
Conditions as provided to you under the Engagement Agreement.

We understand that you wish to make our final report available to Greenwood Personal Credit Limited (“Greenwood”) on a duty of care basis. We acknowledge that our final
report may be provided to Greenwood on this basis subject to the terms being agreed to within an executed reliance letter.
If required a summary of our conclusions may be included within the Scheme circular documents. Alternatively, this report or a version of this report may be made available
in certain circumstances to creditors. Any disclosure will be on a non-reliance basis with no duty of care provided to the creditors, which must be expressly stated in the court
documentation or relevant information sharing platform for creditors. It is acknowledged by you that our advice will be prepared only for you and we will only have a duty of
care to you. No duty of care or reliance is provided to other third parties that may have sight of the report unless separately agreed.
Disclosure to The Financial Conduct Authority is permitted under the provision of Section 12(b) of the General Terms & Conditions.

Dan Edkins
Director – United Kingdom
Turnaround & Restructuring Strategy
T
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+44 (0) 20 7951 8371
dedkins@parthenon.ey.com

Ernst & Young LLP assumes no responsibility whatsoever in respect of or arising out of or in connection with the contents of this report to parties other than PPC or
Greenwood subject to the reliance letter referred to above. If other parties choose to rely in any other way on the contents of this report they do so entirely at their own risk.

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not
limited to your acknowledgment and agreement that (i) Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any
Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or otherwise) in relation to the contents of the Report, (ii) any use a
Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or refer to Ernst &
Young LLP in connection with the Report.
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Scope of work
This review has encompassed the matters set out in our Engagement Agreement and includes a consideration of the following:
Form a view on the market value of the equity and intercompany debt of PPC and Greenwood (as appropriate) assuming the successful Scheme implementation (using
well recognised valuation methodologies);
 Understand and comment on i) the current financial situation of PPC and Greenwood (before Scheme implementation) with specific regard to the current market value
of the equity and intercompany debt of PPC and Greenwood (as appropriate), and ii) the liquidity situation;
 Based on the above, understand and comment on the likelihood of PPC and Greenwood filing for an insolvency process should Provident Financial plc (“PF Plc” or
“Parent”) funding stop or the Scheme not be implemented; and
 Review and comment upon PPC’s and Greenwood’s estimated outcome statements (“EOS”) and consider if the conclusions are reasonable.


Ernst & Young LLP
Strategy & Transactions

1 More London Place
London
SE1 2AF
www.parthenon.ey.com

Basis of our work

Simon Edel
Partner – United Kingdom
Turnaround & Restructuring Strategy

The valuation, estimated outcome statements and accompanying financial information contained within this report have been based on representations made by the
Directors and key employees (“Management”) of Provident Financial plc and its subsidiaries (“the Group”) and the accompanying information provided. This includes reliance
on the Companies’ statement of financial position and forecasts, underlying loan book, model and portfolio, overview of the PPC’s loan collections strategy, intercompany
documents, redress claims assessment methodology and a review of key underlying assumptions surrounding the PPC’s estimated outcome statements.
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During the course of our work, we have also relied upon the advice provided by the Group’s external legal advisors and key employees for our review of certain key legal
matters, including the legal merits surrounding an ongoing HM Revenue & Customs (“HMRC”) tax claim.
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For the purpose of this exercise, we have adopted market value as the basis of valuation, defined by the International Valuation Standards Council in the International
Valuation Standards 2020 as “the estimated amount for which an asset or liability should exchange on the valuation date between a willing buyer and a willing seller in an
arm’s length transaction, after proper marketing and where the parties had each acted knowledgeably, prudently and without compulsion.”.
Management’s estimated outcome statements were prepared as of a future date of 31 July 2021, therefore whilst our analysis was prepared as of a current date (“Valuation
Date”), we had regard to the information prepared as at 31 July 2021. We sense checked this against current management accounts and Management represented that the
31 July 2021 data was appropriate for our purposes. Our work commenced on 1 June 2021 and was completed on 17 June 2021. Therefore, our report does not take
account of events or circumstances arising, or information made available, after 17 June 2021, and we have no responsibility to update the report for such events or
circumstances or information.
Prospective financial information (“PFI”)
We have made factual findings and recommendations about specific assumptions and components of the PFI herein, where we had sufficient evidence to provide a
reasonable basis for them. We have not assisted in any way in the preparation of the Companies’ PFI or in the development of any assumptions therein. We therefore do not
take any responsibility for any PFI or underlying assumptions. We will not comment on or provide any opinion or any type of assurance about specific assumptions or
components of the PFI or on the PFI as a whole.

There will usually be differences between estimated and actual results, because events and circumstances frequently do not occur as expected, and those differences may
be material. We take no responsibility for the achievement of projected results.

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not
limited to your acknowledgment and agreement that (i) Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any
Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or otherwise) in relation to the contents of the Report, (ii) any use a
Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or refer to Ernst &
Young LLP in connection with the Report.
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LIMITATIONS ON THE SCOPE OF OUR WORK
Our work will consist primarily of analytical procedures applied to the data, information and explanations and is based on discussions with the Companies’ Directors, financial
statements and forecasts, underlying loan models and accompanying business strategy plans. We have not, except to such extent as you requested and we agreed to
undertake, sought to verify independently the accuracy of the data or the information and explanations provided by Management. The responsibility for the accuracy and
veracity of these financial information, forecasts, assumptions and underlying business strategy plans upon which they are based rests solely with the Directors of the Group.
Structure of this report
The report is divided into 6 sections.

Simon Edel
Partner – United Kingdom
Turnaround & Restructuring Strategy
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Certain pages with the report are headed by a headline which is intended to be an introduction to the page and should be read in conjunction with the page as a whole. The
headline should not be regarded as a conclusion, opinion or recommendation.
Our conclusions contain our recommendations as a result of the work we have carried out and represent our advice as to actions you might take. They should not be
regarded as an endorsement or opinion of the financial information itself.
We shall be pleased to discuss the contents of this report with you and to provide you with such further information as you may require.
Yours faithfully,
For and on behalf of Ernst & Young LLP

+44 (0) 20 7951 4231
nrobinson@uk.ey.com

Dan Edkins
Director – United Kingdom
Turnaround & Restructuring Strategy
T
E

In Sections 1 and 2, we outline several important disclosures and provide an executive summary of our findings based on our review of the information provided by
Management. Sections 3 and 4 provide our assessment of the market valuations of PPC and Greenwood assuming a successful Scheme implementation and in the
counterfactual. In Section 5, we assess the likelihood of PPC and Greenwood entering into insolvency assuming the Scheme is not implemented. In Section 6, we review
and comment on the reasonableness of Management’s assumptions surrounding the estimated outcome statements they have prepared which illustrate the potential return
to creditors in an insolvency. We attach an appendix at the end of the report highlighting the information used to support our findings and conclusions.

+44 (0) 20 7951 8371
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Simon Edel
Partner

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not
limited to your acknowledgment and agreement that (i) Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any
Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or otherwise) in relation to the contents of the Report, (ii) any use a
Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or refer to Ernst &
Young LLP in connection with the Report.
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Abbreviations

17 June 2021

Reference

Meaning

BAU
CCD
CCJ
Companies
DCF
DCA
Directors
EOS
FCA
FOS
Greenwood
Group
HMRC
Insolvency
IP
Loans
Management
NIC
PAYE
PF Plc / Parent
PFHL
PFMSL
PPC
Purpose
Report
Scheme
Services
SPV
VAT

Business as usual
Consumer Credit Division, which comprises the lenders and immediate parent undertaking, PFMSL
County Court Judgement
Refers to both PPC and Greenwood collectively
Discounted cash flow
Debt collection agent or agencies
Refers to Directors and key employees employed by one or more of the Group or one of its underlying entities
Estimated outcome statement
Financial Conduct Authority
Financial Ombudsman Service
Greenwood Personal Credit Limited
Refers to Provident Financial plc and its subsidiaries
Her Majesty's Revenue and Customs
Refers to effecting an insolvency procedure which in this context refers to a liquidation
Insolvency Practitioner
Refers to the loans issued by PPC and Greenwood between 6 April 2007 and 17 December 2020
Refers to the Directors and key employees of PPC and Greenwood
National Insurance Contributions (Tax)
Pay As You Earn (Income Tax)
Provident Financial plc (“ultimate parent”)
Provident Financial Holdings Limited
Provident Financial Management Services Limited
Provident Personal Credit Limited
Refers to the purpose of this report which is to address the requirements in relation to the Scheme
Refers to this report
Scheme of Arrangement, referring to the proposed scheme to be implemented by Provident SPV Limited
Refers to our scope of service per our engagement agreement with PPC
Refers to Provident SPV Limited, a special purpose entity established to effect the Scheme
Value Added Tax

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not limited to your acknowledgment and agreement that (i)
Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or
otherwise) in relation to the contents of the Report, (ii) any use a Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or
refer to Ernst & Young LLP in connection with the Report.

Page 6

1
Important Disclosures
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Important Disclosures

17 June 2021

Engagement scope and basis of value
Engagement context
The Provident Financial group is made up of Provident Financial Plc (“PF Plc” or “Parent”) and its
subsidiaries (“the Group”). The Group provides credit products tailored to those on low or
moderate incomes, typically with poor or limited credit history and who are often unable to access
credit from mainstream providers.
A scheme of arrangement is proposed under Part 26 of the Companies Act 2006 (“Scheme”) in
relation to loans issued by Provident Personal Credit Limited (“PPC”) and Greenwood Personal
Credit Limited (“Greenwood”) between 6 April 2007 and 17 December 2020 (inclusive) (the
"Loans").

Work performed
In carrying out the scope of service per our engagement agreement with PPC (“the Services”), we have performed
the following work:


Reviewed the information provided to us;



Held discussions with you in order to gain a further understanding of the businesses, value drivers, current and
forecast performance and industry trends;



Performed a valuation to determine the market value of PPC and Greenwood’s equity and intercompany debt
on the following bases:

For the purposes of assessing the fairness of the proposed Scheme, PPC requires that we report
on the likely market value of the equity and intercompany debt of PPC and Greenwood on the
bases described herein for the purposes of meeting the sanction hearing requirements of the UK
High Court in implementing the Scheme (the “Purpose”). Our report (the “Report”) may be used
for this Purpose only and may not be used for financial reporting purposes.



The valuation is of a hypothetical scenario reflecting if i) the Scheme was implemented, and ii) the
Scheme was not implemented.



The valuation has taken into account that any relevant M&A process (such as for the companies or for
assets of the companies such as loan books) would be conducted on an accelerated basis reflecting
the public nature of the Scheme and general market conditions including the impact of covid-19;



The valuation considered, on a high level basis only, any applicable deductions from gross proceeds
(for example, taxes, transaction costs, contingent liabilities);



Our valuation was prepared as at current date (i.e.,1 June 2021); however, we had regard to financial
information prepared by the Directors and key employees of the Group (“Management”) as at 31 July
2021, which is the expected effective date of the Scheme; and



The valuation is expressed as a range of likely outcomes.

Basis of valuation

For the purpose of this exercise, we have adopted market value as the basis of valuation, defined
by the International Valuation Standards Council in the International Valuation Standards 2020 as:
“the estimated amount for which an asset or liability should exchange on the valuation date
between a willing buyer and a willing seller in an arm’s length transaction, after proper marketing
and where the parties had each acted knowledgeably, prudently and without compulsion.”
For the avoidance of doubt, in assessing market value, we have taken into account the nature of
PPC and Greenwood’s ongoing business activities and the accelerated nature of any hypothetical
transaction and the other circumstances outlined herein.



Reviewed PPC’s and Greenwood’s estimated outcome statements to assess the reasonableness of the
assumptions applied based on the information provided to us by Management;



Reviewed and assessed the likelihood of PPC and Greenwood entering into insolvency based on the financial
information provided to us by Management;



The valuation was based on the methodologies that are considered most appropriate;



The valuation shall not be used for financial reporting purposes; and



We did not perform any management functions or make any management decisions.

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not limited to your acknowledgment and agreement that (i)
Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or
otherwise) in relation to the contents of the Report, (ii) any use a Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or
refer to Ernst & Young LLP in connection with the Report.
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Important Disclosures

17 June 2021

Limitations of Scope




We have not sought to verify the accuracy of the data, information and explanations provided by
yourselves, and you are solely responsible for this data, information and explanations. We have
therefore relied on the information provided by you to be accurate and complete in all material respects.
We accept no responsibility for the preparation or achievement of the forecast financial information.
Actual results may vary materially from the forecast financial information utilised in this Report.
The valuation analysis is provided to you for the above Purpose only and should not be used or relied
upon for any other purpose or by any other person. As referenced under our Engagement Agreement
however, you may disclose this report to your professional advisers but solely for the purposes stated
therein and provided that each adviser acknowledges and agrees before being provided with a copy of
the report (or any portion or summary of the report) that we assume no responsibility or liability
whatsoever to them in respect of the contents and that they agree to be bound by the terms and
conditions of the Engagement Agreement relating to restrictions on the use and disclosure of the
Reports.



Specifically, we note that this Report may be disclosed to the English Court or any court in any other
jurisdiction as is necessary for the international recognition of the Schemes, and you may refer to the
Services and this Report in documents circulated to Scheme Creditors in connection with administering
the Schemes, in accordance with the terms of the Engagement Agreement.



This document is solely for informational purposes on a non-reliance basis with no duty of care provided
to the creditors, which must be expressly stated in the court documentation. It is acknowledged by you
that our advice will be prepared only for you and we will only have a duty of care to you. No duty of care
or reliance is provided to other third parties that may have sight of the report unless separately agreed.



In forming our views, we note that we have not approached the market ourselves, albeit we note a sales
process was commended by the Group but did not proceed. Our scope of work has been performed
under specific assumptions and hypothetical scenarios. We cannot guarantee that any potential future
offer would be forthcoming nor that any price offered would necessarily fall within our valuation range.



A current Valuation Date (i.e., 1 June 2021) has been used for the basis of the analysis, however we
have had regard to certain information provided by management as at 31 July 2021. Our analysis is
based on information provided and on publicly quoted companies and forecast market conditions as at
the Valuation Date. Any changes to these conditions could materially impact our views.



In carrying out our independent analysis, we note our work was not predisposed to support or
contradict any particular position.



Notwithstanding the foregoing and without limiting our responsibility to you for the Services, we
accept no responsibility to advise you in the preparation of Scheme documents and you are solely
responsible for the contents of Scheme documents.



For the avoidance of doubt, we have presented our valuation range for the specific instruments
being equity and intercompany debt. We have not performed an enterprise value (“EV”) level
valuation – further the intercompany debt value is expressed as a recovery range.

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not limited to your acknowledgment and agreement that (i)
Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or
otherwise) in relation to the contents of the Report, (ii) any use a Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or
refer to Ernst & Young LLP in connection with the Report.
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Executive Summary
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Even if the Scheme is implemented, we consider there to be no equity value in PPC and very limited value in Greenwood.
17 June 2021
It is highly unlikely that any value would be realised by the intercompany debt holders of PPC.
Review of likelihood of insolvency

Market valuation of PPC and Greenwood
Even if the Scheme is implemented, we consider it highly
unlikely that any value will be attributable to the equity
and the intercompany debt holders of PPC. The value in
Greenwood is estimated to be between £nil and £348k.


We considered the Adjusted Net Assets Method to estimate the
market value of the equity and the intercompany debt of PPC and
the equity value of Greenwood.



We estimated the market value of the amounts receivable from
PPC’s loan book net of operating costs and set off at £16m to
£28.4m.









We considered adjustments to other assets and liabilities, such as
tax assets and intercompany debtors, as well as considering
Management’s estimate of the required wind down costs.
Considering that the intercompany creditors are proposed by
Management to be junior to other unsecured creditors in the case
of a solvent wind down, we estimate that it is highly unlikely that
any value would be recovered by the intercompany debt holders
of PPC.

We estimate the market value of the equity and the
intercompany debt of PPC and Greenwood to be
£nil should the Scheme fail.



Considering the likelihood of insolvency in the scenario
in which the Scheme is not approved, we estimated the
market value of the equity and the intercompany debt of
PPC and the equity value of Greenwood based on a
liquidation scenario.



Considering significant additional insolvency costs
relative to the realisable value of net assets attributable
to the equity and the intercompany debt holders, we
estimate the market value of the equity and the
intercompany debt of PPC and the equity value of
Greenwood to be £nil respectively.

It is also highly unlikely that any value would be recovered by the
equity investors of PPC, as such, we consider the value to be £nil
and for the equity investors of Greenwood we estimated an equity
value of £348k.
We note that the Parent will have to pay £50m (plus estimated
scheme administration costs, which may exceed £15m based on
Management’s estimates) to achieve this result, and, therefore,
the net value to the Parent is arguably negative.

See Section 4
(pages 16-21)

See Section 4
(pages 16-21)

Should the Scheme fail, and therefore parent funding is not
received, we believe the Directors of PPC and Greenwood are
highly likely to file for insolvency protection as soon as
practicable.


The trading performance of PPC has significantly deteriorated over
recent years, with cumulative net losses of £385.8m between 2017 to
2020, resulting in heavy reliance on direct funding from its ultimate
parent, PF Plc.



Given the ongoing performance issues, PPC’s loan book is now in runoff with a forecast net receivable of less than £50m by 31 July 2021.
Greenwood ceased trading in 2014 and has no assets other than a
small intercompany balance.



PPC and Greenwood both face significant redress liabilities. Based on
the proposed Scheme claims methodology, there are hypothetically
estimated to be £3.6bn in potential redress claims although this level of
claims is not expected to materialise in the ordinary course.



Significant Parent funding from PF Plc will be required to meet any
redress liabilities. Absent a Scheme implementation, we understand that
no further Parent funding will be forthcoming to either meet redress
liabilities or fund trading losses.



Balanced against other options, we are of the view that the only option
available should the Scheme not be implemented would be for the
Directors of PPC and Greenwood (the “Directors”) to file for insolvency
protection. We expect this would likely happen almost immediately
following failure of the Scheme; the only reasons for delay would be to
prepare the necessary Financial Conduct Authority (“FCA”) filing notices
and finalise contingency planning preparations.

See Section 5
(page 23)

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not limited to your acknowledgment and agreement that (i)
Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or
otherwise) in relation to the contents of the Report, (ii) any use a Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or
refer to Ernst & Young LLP in connection with the Report.
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Based on our review of the EOS, we consider it a reasonable conclusion that no recoveries would be made by any redress
claimants in an insolvency of either PPC or Greenwood.
17 June 2021
Estimated Insolvency Outcomes
Provident Personal Credit Limited

Assumed Collection Period (starting 01 Aug 2021)
Loan book realisable value at insolvency
Less: set-off for redress claims, collection curve assumptions
and insolvency stress assumptions

Amounts receivable from customers
Other amounts recoverable
Total Realisations
Less: costs of realisation and insolvency
Net funds available to secured and preferential creditors

Provident Personal Credit Limited

Lower case
£m

Higher case
£m

5 months

2 months

44.2
(27.9)

44.2
(38.2)

16.3
7.8

EY review of
assumptions

6.0
10.1

Reasonable

24.1

16.1

Reasonable

(18.7)

(10.1)

5.4

6.0

Secured and preferential creditor liabilities
Shortfall for secured and preferential creditors

(31.8)

(16.3)

(26.4)

(10.3)

Reasonable

Unsecured and non-preferential creditor liabilities
Net shortfall to unsecured and non-preferential creditors

(830.9)
(857.3)

(1,561.6)
(1,571.9)

Reasonable

£ nil

£ nil

£ nil

Potential p / £ distribution to unsecured creditors

Reasonable



Based on our review of Management’s estimated outcome statement (“EOS”), we consider the
assumptions reasonable in light of the underlying data and we have not identified anything
material that may indicate they should consider altering the conclusion.



PPC’s loan book is in run off, and given the significant costs that are required to recover assets
of this nature, including additional insolvency costs, we have considered Management’s
forecasted range of £5.4m to £6.0m of net funds available for preferential creditors to be
reasonable.



In order for any of these funds to be made available for unsecured creditors, PPC would need to
successfully defend an ongoing claim surrounding the tax treatment of PAYE and NIC arising
from a review by Her Majesty’s Revenue & Customs (“HMRC”) on the self-employment status of
various of the Group’s agents, which would otherwise rank as a significant secondary
preferential creditor in priority to unsecured creditors. Based on our review of the legal merits of
the claim as provided by Management, we consider Management’s assessment of HMRC’s
preferential claim to be reasonable.



Significant costs will likely be incurred to defend against the HMRC claim through to potential
litigation, however given the minimal amounts that would be available to unsecured creditors
even if successful, we consider Management’s assumption to be reasonable in that creditors
would be unwilling or unable to fund these costs. Additionally, given the risk of an adverse cost
award in the event of losing the claim, an Insolvency Practitioner (“IP”) would be greatly
disincentivised to take this course of action.



As a result, given the low level of anticipated recoveries and HMRC’s significant estimated
preferential claim, it is reasonable to assume that there would be no recoveries to unsecured
creditors (including potential redress claimants) should PPC go into imminent insolvency after
the Scheme hearing.

Greenwood Personal Credit Limited


Greenwood ceased trading on 1 April 2014 and the only asset it has on its balance sheet is a
c.£368k intercompany receivable from Provident Financial Holdings Limited (“PFHL”).



Management has informed us that Greenwood’s potential redress liability may range between
£36m and £100m, across many tens of thousand of potential claimants.



On this basis Management’s assumption that the costs of an insolvency would be greater than
the realisable value of the intercompany asset is reasonable and we agree with their conclusion
that all unsecured creditors (including potential redress claimants) would receive a £nil recovery.
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Valuation Methodology of PPC and Greenwood

17 June 2021

Valuation Approaches
There are a number of methods and approaches that are appropriate in the valuation of a business or
asset. However, each of these can be classified into three general categories: (i) the Income
Approach, (ii) the Market Approach; and (iii) the Cost Approach. While each of these approaches is
initially considered in the valuation of a business or asset, the nature and characteristics of that
business or asset will determine the most applicable approach. Each of the general categories of
valuation analysis is described below.
Income Approach
The Income Approach focuses on the income-producing capability of an asset or business. The
underlying premise of this approach is that the value of an enterprise or asset can be measured by the
present worth of the net economic benefit to be received over the life of the business or asset. The
steps followed in applying this approach include estimating the expected cash flows attributable to the
business or asset over its life and converting these cash flows to present value through discounting.
The discounting process utilises an appropriate risk-adjusted required rate of return, which accounts
for the time value of money and investment risk factors. The present value of the cash flows are then
summated to estimate an indication of value for the business or asset. The most commonly applied
methodology within the Income Approach is the discounted cash flow analysis (“DCF”).
Market Approach

Selected valuation approaches
In order to determine the market values of the equity and intercompany debts, we considered the runoff / wind-down nature of the PPC business and the dormant nature of Greenwood.
We consider the Adjusted Net Assets Method would be an appropriate methodology, which may
reflect a combination of methods within the income Approach, Market Approach and Cost Approach.
In this method, a valuation analysis is performed for a company’s identified fixed, financial and
intangible assets. The derived aggregate value of these assets is then “netted” against the estimated
value of all existing and potential liabilities, resulting in an indication of the value of the shareholders’
equity and other more senior liabilities.
We also had regard to factors such as:


Broker commentary in relation to the business line within which PPC and Greenwood reside.



An M&A process commenced by the Group that was not successful.



Business plans for each entity to the extent they were available.

The Market Approach measures value based on what other purchasers in the market have paid for
assets or businesses that may be considered broadly comparable to those being valued. Under the
Market Approach, valuation multiples from benchmarks are applied to corresponding financial data
from the business being valued, appropriately reflecting the purchaser’s required rate of return, any
risks inherent in the business, future growth possibilities and alternative investment opportunities.
Cost Approach
The cost approach relies on the principle of substitution and recognises that a prudent investor will
pay no more for a business than the cost to replace it with a new identical or similar unit of equivalent
utility.
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Valuation Analysis of PPC
Background
Overview
PPC is a fully owned subsidiary of the Parent with Provident Financial Management Services Limited
(“PFMSL”) and PFHL acting as intermediate holding companies. PPC provided credit to consumers in
the UK and Republic of Ireland who might otherwise find it difficult to obtain credit from banks.
We understand that the main reason for the worsening performance during 2020 was the impact of
covid-19 and significantly increased number of complaints made against PPC for loans involving
repeat lending that it may have issued without conducting proper affordability checks. We understand
that if compensation claims continue to rise, the Parent is expected to decide not to provide the
required support. In that case lenders would need to enter into insolvency proceedings. The Scheme,
in case of approval by Scheme creditors and the ‘Court’, will bind all Scheme creditors whether they
voted in favour or against the Scheme. If approved the Scheme will provide for the Parent to pay
£50m for the sole purpose of payment to the Scheme creditors on a proportionate basis. In addition,
the Parent is expected to cover the costs of the Scheme, which were estimated by Management to
exceed £15m.

17 June 2021

Currency: £m

31/12/2020

Assets
Other intangible assets

-

-

Property, plant and equipment

1.7

1.2

Right of use assets

0.2

0.1

-

-

Deferred tax asset

30.2

33.2

Current tax asset

4.7

8.7

Cash and cash equivalents

1.7

0.2

138.9

44.2

1.8

0.7

138.9

131.1

318.1

219.4

Trade and other payables

(100.3)

(14.2)

Intercompany creditors

(292.1)

(303.0)

Right of use assets

(0.2)

-

Preference shares

(0.3)

-

(392.9)

(317.2)

(74.8)

(97.8)

Investment in subsidiaries

Amounts receivable from customers
Trade and other receivables
Intercompany debtors

We assessed the market value of the equity and the intercompany debt of PPC under the following
two scenarios:


Assuming the successful Scheme implementation



Based on the current financial situation of PPC before Scheme implementation

Valuation approach

As discussed in the Valuation Methodology section of this report, we considered the Adjusted Net
Assets Method to estimate the market value of the equity and intercompany debt of PPC.
We performed a valuation analysis for PPC’s identified fixed, financial and intangible assets, and
“netted” the value of these assets against the estimated value of all existing and potential liabilities to
arrive at the value attributable to the intercompany debt and, further down the distribution waterfall, to
the equity of PPC. We adopted Management’s 31 July 2021 estimate for the financial position as a
starting point for our valuation analysis as it corresponds to the expected effective date of the
Scheme.

31/07/2021

Total Assets
Liabilities

Total Liabilities
Net Assets
Source: PPC financial statements and Management accounts
Amounts are rounded

We provide further detail on the valuation analysis for each of these assets and liabilities in the
following sections of this report.
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Adjusted Net Assets Method
Amounts receivable from customers
Valuation approach

In developing the curves, Management segmented the loans by the risk profile and the number of
weeks to run. Subsequently, Management assessed weekly collections relative to the starting
outstanding balance for each segment.

We estimated the value of the amounts receivable from customers based on a DCF analysis.
Specifically, we discounted the expected collection amounts net of collection costs at an appropriate
discount rate to arrive at the market value of the loan portfolio.

We understand based on the discussions from Management that they did not incorporate additional
macroeconomic overlays into the analysis given that they have not historically observed a meaningful
relationship between macroeconomic data and the collections.

We adopted the following key assumptions in our analysis:

Adjustments to the BAU collection curves



Business as usual (“BAU”) collection curves – we adopted the BAU collection curves provided by
Management.



Adjustments to the BAU collection curves – in order to reflect the actual circumstances, we
adopted certain additional adjustments to the BAU collection curves based on the information
provided by Management.







Collection costs – the collection costs comprise Debt Collection Agent (“DCA”) commissions and
in-house collection costs. We adopted a DCA commission rate of 15% based on the discussion
with Management, and we understand that it is comparable to market rates. In addition we
considered in-house collections costs of 5% to 10% to reflect the expenses required to maintain
the existing IT systems. The collection costs ratios were applied to the estimated collection
amounts.
Discount rate – we adopted a range for the discount rate of between 15% and 20% based on our
experience with similar portfolios. Given the short remaining term of the collection period, the
result is relatively insensitive to discount rate.
Set-off – We adopted Management’s assumptions based around the estimated level of set-off of
active loans against potential redress claims. Customers with active loans are expected to have a
higher response rate to the Scheme. This amounted to a set-off range of £14.6m to £23.4m.

BAU collection curves

Considering the nature of PPC’s products, it is expected that the consultation in relation to the
Scheme and the cessation of lending would have a negative impact on the customers’ propensity to
pay. Therefore, Management applied the following adjustments to the BAU collection curves:


‘Out of term’ customers, being customers who are no longer compliant with the terms of their
agreement – 55% reduction in the collections amounts relative to the BAU collection curves.



‘In-term’ customers, being customers who remain compliant with the terms of their agreement –
25% reduction in the collection performance.

Based on our review of Management’s assumptions, we consider them reasonable in light of the
underlying information provided and based on our experience with similar products.
Discounted Cashflow Analysis

Adopting the approach and the assumptions described above, we arrived at a valuation range of
between £16.0m and £28.4m for the amounts receivable from customers as at the expected effective
date of the Scheme of 31 July 2021.
Management have confirmed that the 31 July 2021 estimated balance sheet is appropriate for our
analysis as at a current date. We note that the loan receivables as at 1 June 2021 would be higher
than at 31 July 2021; however, considering that the portfolio is in run-off, the difference in value will be
largely offset by the expenses incurred by PPC over the corresponding time period.

Based on our discussions with Management, we understand that the BAU collection curves were
estimated using historical collections data for a time period between 31 March 2019 and 31 March
2020. According to Management, this period was selected to exclude the impact of covid-19 on the
collection process, specifically on the field collections.
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otherwise) in relation to the contents of the Report, (ii) any use a Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or
refer to Ernst & Young LLP in connection with the Report.

Page 17

Valuation Analysis of PPC

17 June 2021

Other assets and liabilities

Adjusted Net Assets Method
Currency: £m

Book values
31/07/2021



Similar to the liquidation scenarios, we adopted a nil recoverable value for property, plant and equipment, right of use assets, and
deferred tax asset. Please refer to page 27 for more details. We note that there is neither goodwill nor intangibles such as software
included within assets and nor is any material value likely in a solvent wind down. We discussed the deferred tax asset with
Management and we understand they are of the view there is a limited prospect of achieving any value for it in the context of a
solvent wind down.



Current tax assets were estimated to be realised at £6.5m, which represents the value that may be achieved for selling Group
losses to other profitable Group entities at a discount.

Adjusted values
Low

High

Property, plant and equipment

1.2

-

-

Right of use assets

0.1

-

-

Deferred tax asset

33.2

-

-



Trade and other receivables and cash and cash equivalents – we have adopted the book values estimated at 31 July 2021.

Current tax asset

8.7

6.5

6.5



The £131.1m intercompany receivable represents a balance from PFMSL, which we understand is also in a negative adjusted net
asset position and whose main asset is its investment in PPC, and, therefore, we do not consider this amount to be recoverable.

Cash and cash equivalents

0.2

0.2

0.2



44.2

16.0

28.4

The PPC wind down costs are based on Management’s estimates to December 2021, adjusted for costs that were already
considered in the loan book valuation. These include staff redundancy costs.

0.7

0.7

0.7



131.1

-

0.5

Management has estimated a further £10.6m of exceptional costs required in an orderly wind down. These are for services that
remain integral to PPC and are charged through a service agreement between PFMSL and PPC. These relate to £5.0m
redundancy, £1.5m property, £3.4m IT supplier exit costs and £0.7m professional fees.

219.4

23.4

36.3



PPC wind down costs and Scheme
administration costs

(29.7)

(21.7)

The HMRC balance relates to pay as you earn taxes (“PAYE”) and national insurance contributions (“NIC”). As set out in page 27,
we understand that HMRC have raised protective awards in the region of £50m in respect of historical PAYE and NIC balances,
against which Management has estimated a potential estimated cash outflow. In the context of a solvent wind down, we
understand Management estimate they would pay these amounts before any intercompany claims.

PFMSL service agreement

(10.6)

(10.6)

(16.9)

4.0

(40.9)

(34.7)

(1.9)

(1.9)

(59.7)

(32.6)

Amounts receivable from customers
Trade and other receivables
Intercompany debtor (PFMSL)
Total Assets

Net funds available to creditors
HMRC assessment*

Valuation conclusion

Successful Scheme implementation


Landlord claims

Net funds available / (shortfall) to
intercompany creditors
Source: EY Analysis, Management
Amounts are rounded

Considering that the intercompany creditors are proposed by Management to be junior to other unsecured creditors in the case of a
solvent wind down, we estimate that it is highly unlikely that any value would be recovered by the intercompany debt holders or the
equity investors of PPC. In addition, we note that the Parent will have to pay £50m (plus costs which may exceed £15m).

Scheme not implemented


In the event the Scheme is not implemented, then it is likely PPC would be insolvent and the reader is referred to sections 5 and 6 of
this Report.



Considering significant additional insolvency costs relative to the realisable value of net assets attributable to the shareholders and
the intercompany debt holders, we estimate the market value of the equity and the intercompany debt of PPC to be £nil.

*in the event of an insolvency, Management estimate £16.1m - £31.6m of the estimated HMRC
liability will be paid in preference to unsecured creditors
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Valuation Assumptions for Greenwood
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Currency: £ '000s

31/12/19

31/12/20

31/03/21

Overview

Assets

Greenwood is a wholly-owned indirect subsidiary of PF plc. The immediate parent of Greenwood is
PFMSL.

Trade and other receivables

370

367

368

Total assets

370

367

368

Between the Group's acquisition of Greenwood in 1977 and 2014, Greenwood operated as part of the
Consumer Credit Division (“CCD”) in the ‘Home Credit’ market, offering short term loans to borrowers
in the UK. In April 2014, PPC purchased the business and assets of Greenwood, including business
contracts, business information, know-how and intellectual property, rights of the business and agency
agreements. The loans that Greenwood had issued to borrowers were assigned to PPC. Notice of this
assignment was provided to borrowers over several days between the end of March 2014 and the
beginning of April 2014.

Liabilities

Trade and other payables

2

-

-

Total liabilities

2

-

-

17

17

17

1

1

1

Retained earnings

350

349

350

Total equity

368

367

368

Total liabilities and equity

370

367

368

Since its acquisition of Greenwood's business, in practice PPC has assumed Greenwood's obligations
towards its customers, including any liability to pay compensation to borrowers who were incorrectly
issued loans by Greenwood. However, we understand from Management that Greenwood remains
legally responsible for these claims and the Greenwood liability may range between £36m and
£100m.
According to the most recent financial statements, Greenwood ceased trading from 1 April 2014 and
the directors do not expect to trade in the foreseeable future.
Balance sheet

Equity attributable to the
shareholder
Share Capital
Share premium account

Source: Greenwood Financial Statements as of 31/12/20 & Management Accounts as at 31/03/21

Greenwood's most recent set of draft accounts dated 31 December 2020, show that its realisable
assets, which consist solely of an intercompany receivable from PFHL to Greenwood, have an
approximate net book value of £367,000. This reflects the transfer of Greenwood's business and most
of its assets and liabilities to PPC on 1 April 2014 for their net book value. Management accounts for
March 2021 show that this amount has remained relatively unchanged and stands at £367,822.
According to the notes to the financial statements, these amounts are unsecured and repayable on
demand or within one year. Additionally, these amounts accrue interest based on the London
Interbank Offer Rate (“LIBOR”).

There are no outstanding liabilities or payables to related parties or external creditors based on the
latest financial statements and management accounts. However, as noted we understand from
Management that Greenwood remains legally responsible for the redress claims arising in respect of
the loans issued by it and the Greenwood liability may range between £36m and £100m.
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Valuation Analysis of Greenwood

17 June 2021

Greenwood as of 31/03/2021
£ '000s

Valuation Analysis

Total Assets

We note that Greenwood is a dormant company and, accordingly, business plans are not produced
for that entity.

Cost to liquidate
Net funds available to common equity

Book Value

Adjusted Value

368

368

-

-20

368

348

There is no intercompany debt and therefore our valuation pertains solely to the equity of Greenwood.
Valuation assuming scheme is successful

Source: EY analysis

Irrespective of the Scheme being successfully implemented, Greenwood is dormant and we consider
the Adjusted Net Assets Approach to be an appropriate methodology to determine the market value of
the equity of Greenwood.
The only asset of the business is the intercompany receivable due from PFHL; on reviewing the
accounts of PFHL and discussing with Management, we consider the business has sufficient ability to
settle this on demand.

If the Scheme is successfully implemented, we consider Greenwood could be liquidated and based on
our experience of similar situations, we anticipate the costs to liquidate the company would be
relatively minor at c. £20k. Accordingly, the residual equity value to shareholders of Greenwood will be
£348,000 as shown on the table to the right. We note that the Parent will have to pay £50m (plus
costs which may exceed £15m) to achieve this result, and, therefore, the net value to the Parent is
negative when considered in aggregate with PPC and the costs relating to the Scheme.
Valuation assuming scheme is not successful
In the event the Scheme is not successful, there is no additional asset value and Management
estimate redress liabilities of c. £36m to £100m. Accordingly, in our view, a willing buyer would ascribe
no value to the equity of Greenwood.
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Market Observations
Bilateral process

We understand that during May 2021, the Group contemplated a bilateral sales process. Whilst the
Group offered us access to the vendor data room prepared for that process, given our specific scope
and timeline we have not reviewed the data room and instead relied upon Management to provide us
with the necessary and latest information required for our analysis. We have therefore relied on the
latest information provided by you to be accurate and complete in all material respects.
In summary, we understand that the expression of interest includes three elements:


Nominal consideration of £1.



Dowry payable by the Parent to cover the business’ BAU run-off costs from completion, linked to
the date of completion and subject to a performance condition. In assessing the Dowry, a
downside sensitivity of 8.6% was applied to collections.



50% Share of proceeds from sale of the ‘residual’ loan book following BAU run-off.



Acquisition from the Parent for £1 outstanding intercompany receivables owed by PFMSL, net of
intercompany payables owed to PFMSL.



Deal structured such that redress claims or enforcement action risk will not be transferred to the
acquirer.

The Group did not proceed with the transaction.
Broker notes
In May 2021, we observed a broker report that valued PFG on a ‘sum-of-the parts’ basis using FY23
profit estimates discounted back to provide a 12 month price target. The broker noted that “with the
closure of CCD we have nil value on that business in our valuation”.
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Assuming unsuccessful scheme implementation
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Review of Likelihood of Insolvency as the Alternative to the Scheme
17 June 2021

Cash flow forecast

Trading performance




PPC’s financial performance has deteriorated significantly since it’s peak in revenue of £601.2m in 2012, to £191.5m in
2020, with cumulative net losses of £385.8m between 2017 to 2020. This is expected to deteriorate further in 2021,
particularly in light of the CCD book now being in run off.

60.0

As detailed in the summarised cash flow opposite, the diminishing collections will soon be outweighed by committed
costs, which is estimated to occur during June 2021.

20.0

41.5

40.0
32.3

10.4
9.6

May-21



£m

Redress claim liabilities
We have reviewed and considered Management’s hypothetical estimate for redress claim liabilities from the Scheme
claims methodology – i.e. £3.6bn as at 31 July 2021 (being 47.7% of in-scope loans of £7.6bn) - to be reasonable and
supported by the underlying loan data.



In arriving at this conclusion, we reviewed Management’s methodology for assessing the total loans in-scope which
involved a 4-tier assessment of underwriting characteristics, which include triggers such as repeat lending, County Court
Judgement (“CCJ”) enforcements and lending to poor-performing customers with already high existing credit balances.



We have also reviewed historic redress claim rates, whereby 48.7% of actual claims submitted between 6 April 2020 to
15 March 2021 were eventually upheld by PPC (similar to the rate applied by Management above). When combined with
the claims referred to and reviewed by the Financial Ombudsman Scheme (“FOS”), the actual rate of upheld claims may
be higher (the FOS upheld 6,595 of the 9,577 (68.9%) claims it reviewed to 15 March 2021).

The poor trading performance, combined with a weakening balance sheet driven by the crystallisation of redress
liabilities, means that the Directors of PPC will shortly have to consider their ability to meet both the cash flow and
balance sheet solvency tests in order to continue to trade.



Successfully implementing the Scheme will address the redress claims but requires significant funding from PF Plc. We
understand from PF Plc that there is no appetite for any funding absent a scheme.



Given these facts, it would appear reasonable to assume that should the Scheme fail, the only option available to the
Directors would be to file for insolvency protection. Our expectation is that this would likely happen almost immediately
following failure of the Scheme; the only reasons for delay would be to prepare the necessary FCA filing notices and
finalise contingency planning preparations.

(20.6)

(40.0)

(9.3)

Jul-21

5.5
(12.4)

Aug-21

6.0

4.4

3.9

5.8

Sep-21

Oct-21

Nov-21

Dec-21

(15.5)

(33.2)
(22.4)

(16.2)

(14.9)

(25.7)

Forecasted negative net cash balance

(15.8)
(48.1)

(36.2)

(33.7)

(60.0)
(76.0)

(80.0)
(100.0)
Cash generated from collections & receivables
Cumulative cash outflow (including redress claims)
Net cash balance

PPC’s solvency


(20.0)

Jun-21

3.5

X

Greenwood’s solvency


Greenwood is a dormant entity that ceased trading on 1 April 2014. Whilst it has
no on balance sheet liabilities, it faces a significant exposure to redress claims,
which we understand Management estimates to be in the region of £36m £100m.



The only asset available to it is a c.£368k receivable from PFHL. Therefore given
the potential redress claims it may receive significantly outweigh the potential
available assets, it is also very likely that its Directors would seek to file for an
immediate insolvency should the Scheme fail.
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Estimated Insolvency Outcome
17 June 2021

Management assumptions for EOS
Provident Financial Plc
(“PF Plc”)



Management has considered the likely alternative should the proposed Scheme not be approved by either
the creditors’ vote or the Court. In this case they have assumed PPC and Greenwood will be placed into
insolvency, likely to be either an administration or liquidation, with an IP being appointed.



As can be seen in the group structure opposite, both PPC and Greenwood are direct subsidiaries of
PFMSL, which is a direct subsidiary of PFHL, which in turn is owned by PF Plc. We have highlighted the
key intercompany balances and funding positions between these entities which may be referred to in the
EOS pages that follow.



Management has modelled the following two scenarios which we have assessed to be reasonable based
on the anticipated timeline required for realising loan assets in run-off:

Provident Financial
Holdings Ltd (“PFHL”)

Direct parent funding of
£292.1m as at 31 Dec 2020

Provident Financial
Management Services
Limited (“PFMSL”)

Net assets as
at 31 Dec 2020
– (£123.2m)

Intercompany balance of
£131.0m due from PFMSL

Intercompany balance of
£0.4m due from PFHL

Provident Personal
Credit Limited (“PPC”)

Greenwood Personal
Credit Limited
(“Greenwood”)

Net assets of (£74.8m) as 31 Dec 2020

Net assets of £0.4m as 31 Dec 2020

Scenario 1 (lower) – 5-month period assumed for collections & realisations from 1 August 2021

2.

Scenario 2 (higher) – 2-month period assumed for collections & realisations from 1 August 2021



PPC’s starting position has been the financial position as at 31 December 2020, with a series of updated
balance sheet movements since that date together with some projections to project a balance sheet as at
31 July 2021.



This is reasonable for the EOS analysis given the final sanction hearing in Court has been scheduled for 30
July and if the Scheme is not approved, it is anticipated that insolvency will quickly ensue.



CCD’s estimated loan book value of £44.2m is the BAU net cash receivable forecasted as at 31 July 2021,
having factored for bad debts, impairments and collectability.



In modelling the set-off assumption against receivables within the active loan book, Management has
referenced the Scheme claim methodology to consider customers who may be able to set-off outstanding
loan balances against their redress claims. Customers with active loans are expected to have a higher
response rate to the Scheme. This amounted to a range of £14.6m to £23.4m out of the active loan amount
of £29.3m.



Management has applied further discounts for loans transferred to DCAs (ranging from 25-50%) based on
historic performance rates as well as an insolvency stress discount of 15% across both scenarios.



In addition to the realisable assets within PPC, Management has also made various assumptions for
certain costs and liabilities that will need to be met to make these realisations, as well as the potential
quantum and ranking of creditor claims.



Over the pages that follow we set out our comments as to whether we believe these assumptions to be
reasonable or not.

£36m – £100m¹

£325m - £974m¹

1.

Loans in-scope - £3.6bn

Redress claims

1. Reflecting an estimated response rate of between 10% to 30% over the total loans in-scope.

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not limited to your acknowledgment and agreement that (i)
Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or
otherwise) in relation to the contents of the Report, (ii) any use a Recipient makes of the Report is entirely at its own risk, and (iii) no Recipient shall disclose all or any part of the Report to any other person, by any means, or
refer to Ernst & Young LLP in connection with the Report.
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Estimated Insolvency Outcome
17 June 2021

Provident Personal Credit Limited
Assumed Collection Period (starting 01 Aug 2021)

Assets
Net loan book receivable at insolvency

Book Value Lower case Higher case EY review of
EY comments
£m
£m
£m
assumptions
5 months
2 months Reasonable Based on our insolvency experience, the remaining loan book at 31 July 2021 and the
significant cost run rate that would be required to continue collections, we consider the
estimated time period for collection is reasonable under a distressed scenario.
44.2

The net loan book receivable is calculated by excluding future interest due on loans and
estimating recovery provisions to reflect the expected collection strategy and performance.

44.2

44.2

Reasonable

(27.9)

(38.2)

Reasonable

Management has assumed redress set off in line with historic activity and has modelled a
collection curve in line with recent performance, with an adequate distress contingency. We
consider these assumptions to be reasonable in light of the underlying information provided

44.2

16.3

6.0

-

0.4

2.2

Reasonable

Management has assumed a price of 5% of the value of the remaining loan book at 31
December 2021 is achievable in the Low case and 15% at 30 September 2021 in the High
Case. This would be through a sale of the remaining book. Given previous debt sales achieved
by the Group this assumption appears reasonable.

Property, Plant and Equipment
Right of use, deferred tax and current tax assets

1.2
41.9

6.5

6.5

Reasonable
Reasonable

Given the immaterial amount the £nil assumption appears reasonable
Current tax assets have been forecasted to be realised at £6.5m (representing value that may
be achieved for selling Group losses to other profitable Group entities at a discount). This
assumption appears reasonable given there are profitable entities within the Group who are
likely to want these assets and our expectation is that an IP would seek to negotiate a sale,
which in our experience we would expect to be at a discount.

Cash and cash equivalents
Trade debtors and other receivables

0.2
131.8

0.2
0.7

0.2
1.2

Reasonable
Reasonable

219.4

24.1

16.1

(18.7)

(10.1)

5.4

6.0

Less: set-off for redress claims, collection curve assumptions
and insolvency stress assumptions
Amounts Receivable from Customers
Amounts receivable from customers (via debt sale)

Total Realisations

Less: cost of realisations and insolvency

Net funds available to secured and preferential creditors

Reasonable

The majority of the trade debtors and other receivables balance is comprised of a £131.1m
intercompany loan from PFMSL, which is a holding company with its main interest being its
investment in the PPC business. Management anticipates PFMSL will file for insolvency in the
event of PPC’s insolvency and the estimated dividend from PFMSL will be immaterial. We have
reviewed the PFSML balance sheet and are of the view this is a reasonable assumption.

Includes legal fees (£1m-£2m), administrators’ fees (£2.5m-5m), DCA commission (£1.1m£2.4m), controllable costs (e.g., IT and regulatory requirements, £3m-£5.9m), and committed
costs (insolvency costs, £2.5m-3.3m). Our view is that Management’s insolvency cost estimates
are reasonable based on our professional judgement and experience of similar situations.

Access to this report (the ‘Report’) has been provided to you (a ‘Recipient’) on the basis set out in the click-through Access Agreement entered into by you, including but not limited to your acknowledgment and agreement that (i)
Ernst & Young LLP neither owes nor accepts any responsibility nor has any liability in contract, tort or otherwise to any Recipient or any other third party (including, for the avoidance of doubt, any redress claimant, creditor or
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Estimated Insolvency Outcome
17 June 2021

Provident Personal Credit Limited

Book Value Lower case Higher case EY review of
£m
£m
£m
assumptions

Liabilities
Less: Secured creditors – DB pension scheme

-

-

Less: Preferential creditors – employees

(0.2)

(0.2)

Less: Preferential creditors – HMRC (PAYE and NIC)

(31.6)

(16.1)

Reasonable
Reasonable

Reasonable

EY comments

PPC has an immaterial secured creditor balance owed to the defined benefit pension scheme.
Management has assumed there will be 669 employees on 31 July 2021. A 50% Day 1 reduction in
headcount has been assumed with a mid-range preferential claim for each of the remaining 333
employees, which we have concluded is a reasonable assumption.
We understand HMRC have raised protective awards in the region of £50m in respect of historic
PAYE and NIC balances. The preferential element of this amount is £31.6m. Management has
assumed that this amount is claimed in full on the lower case, and an indicative value of 50% of this
claim in the higher case.
Whilst the Group is in discussions with HMRC on this matter, it is unlikely that HMRC would withdraw
their claim or change their view. An IP would have the option to incur costs to defend this claim
through to potential litigation, however given the minimal amounts that would be available to
unsecured creditors even if successful, the challenges of asking those creditors to fund, and the risk
of an adverse cost award if losing, we do not think it reasonable to assume this course of action
would be taken by an IP and as such are of the view the assumption is reasonable.

Surplus / shortfall for secured and preferential creditors

(26.4)

(10.3)

(3,607.2)

(360.7)

(1,082.2)

(479.5)

(470.2)

(479.5)

Reasonable
Redress claims
Other unsecured creditors

Reasonable

Book Value of £3.6bn represents a 100% response rate on redress claims. Management has
assumed a 10-30% response rates in the low-high cases. We consider the assumptions around
potential redress claims reasonable (see page 23).
Management assumptions are: Intercompany creditors (£303m), s75 pension scheme (£156m),
landlords (£1.9m) and HMRC (£9.3m - £18.6m).
Our work on unsecured creditors has been limited given the limited prospects of an unsecured
dividend. However we have reviewed assumptions for the larger balances and an estimate of other
unsecured creditors in the region of £500m appears to be reasonable

Net shortfall to unsecured and non-preferential creditors
Potential p / £ distribution to unsecured

(857.3)

(1,571.9)

£ nil

£ nil

We are satisfied that the estimated outcome statement conclusion of there being £nil return to
unsecured creditors on an insolvency driven by the relatively significant preferential HMRC
liability on both the lower and higher case is reasonable.
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Appendix

17 June 2021

Sources of Information
Collections workings
Management
Information
Set-off
amount
Per:
claims
methodology -Legal
DRAFTdocument
(March 2021)- Provident SPV Limited - Scheme Document
►Updated
Scheme
Arrangement
Set-off
amount
@100% response
and uphold
£ - Baseline300,864,615
► DCA
Forecast
Draft - PwC
viewrate,
v2.0
- PF Board 24-3 to PwC 29-3.xlsx

(Full).pdf

► PPC Management Accounts as of 30 April 2021 - PPC UK MAP Apr 21.xlsm
2021 - PFMS MAP Apr 21.xlsm
Element
► GPC Management Accounts as of 31 March
2021of-set-off
GPC MAP Mar 21.xlsm
Total, £
amount, £
► PPC Financial Statements as of 31
December 2020
- PPC STATS 2020 v3.pdf
Written off
521,255,753
271,602,818
► PFMS Financial Statements as of 31 December 2020 - PFMS STATS 2020 v4.pdf
Active
56,158,769
29,261,797
► GPC Financial Statements as of 31 December300,864,615Casts
2020 - GPC STATS 2020.pdf
► PPC Estimated Outcome Values - 20210409 Stokes EOS Jul 2021 (draft for discussion).xlsx
► PPCvalues
andinGPC
Estimated
as an alternative to a Scheme draft
Collectible
insolvency,
assumingInsolvency
each scenariooutcome
collects untilfor
31 creditors
December 2021
report - 20210409 Stokes insolvency EOS
(draft for discussion).pptx
£
Estimated
Outcome
Values
(Updated) 20210409 Stokes
EOS
workbook.xlsx
31►
JulyPPC
collectible
loan book
value
50,320,755
Insolvency
stress
assumption
15%
BAU
Aug - 31
Dec 2021document - 21 05 27 Project Prospero - Offer analysis.pdf
► 1M&A
proposal
collections
27,035,513
► Project Stokes_ Additional S166
FCA scenarios 1-4 DETAILED.pdf
► PPC’s Strickland Run off submission book - 7 May 2021 (hard coded) (002).xlsx
Scenario 1
Scenario 2Comments
► Newco to PPC Intercompany Loan
(PPC loan) (Signed
and Dated).pdf
Response rate
50%
80%Assumed varies between 50% to 70%
► Newco to PPC ROI Intercompany Loan (PPC ROI loan)
(Signed and Dated).pdf
Set-off, £
-14,630,898
-23,409,437Active loan set-off element at these response rates
► Side letter MAM and Margin PPC Loan 240221 executed.pdf
Post set-off BAU collections
The proportion of BAU collections which may be expected after
► Side
letter Margin PPC ROI Loan
240221 (003)14,458,473
executed.pdf
curve,
£
19,174,863
set-off (but before insolvency stress)
Portions
of set-off
apportioned toAccounts
written off and
► PFMS
Management
asactive
of 30loans
April

Insolvency stressed reduction, £
External
Sources
Net
total collected
value, £

-2,876,229
16,298,634

-2,168,771Assume a reduction by 15% for insolvency stress
12,289,702
research report
as of 10 May 2021
Casts

► Barclays UK Mid & Small Cap Equity
(UK Companies Registrar)

Companies
House
In►
Scenario
2:
Response
rate
► Financial
Times

80%

► S&P Capital IQ
► Jefferies Equity research report as of 25 May 2021
BAU collection
Post set-off BAU collections curve
Post insolvency stress curve
Commission
Net collections (cumulative)
Costs

Stop month

Aug
£m
6,560,493
3,508,523
2,982,244
-526,278
2,455,966

Sept
£m
13,258,954
7,090,830
6,027,206
-1,063,625
4,963,581

Oct
£m
18,026,445
9,640,463
8,194,394
-1,446,069
6,748,324

Nov
£m
22,114,069
11,826,506
10,052,530
-1,773,976
8,278,555

Dec
£m
27,035,513
14,458,473
12,289,702
-2,168,771
10,120,931

-5,057,909

-6,323,010

-7,218,718

-8,160,794

-9,222,274
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