JONATHAN YORKE LLB (HONS) – SOLICITOR
This Report has been provided to the Scheme Creditors (as defined below) solely for the
purpose of being produced to the Court at the Sanction Hearing and subject to the terms of
my agreement with Provident Financial PLC. I assume no duty or responsibility to, and I accept
no liability whatsoever to, any third party (including without limitation, any Scheme Creditor
or any of the media organisations mentioned in this report) under or in connection with this
report and/or my role as Customer Advocate or otherwise.
INDEPENDENT CUSTOMER ADVOCATE – REPORT RELATING TO POTENTIAL ISSUES ARISING
IN RESPECT OF THE APPLICATION FOR SANCTION OF A SCHEME OF ARRANGEMENT.
6 July 2021
1. SUMMARY OF CONCLUSIONS
1.1. I have concluded that, in view of the extensive mailing, advertising and social media
campaign undertaken by the Company, it is likely that a substantial proportion of
Scheme Creditors will have become aware of the existence of the Scheme and the
fact that the Scheme Meeting is taking place.
1.2. I am of the view that the communications to Scheme Creditors set out below
adequately explain the Company’s positon that (1) if the Scheme is not sanction by
the Court, it is inevitable that PPC and Greenwood would be insolvent (and would
enter insolvency proceedings), and (2) PFG has no obligation to provide financial
support to PPC. I believe that the Company’s position in this respect is fairly stated
in a number of the Company’s communications and, further, that the reasons for this
have been adequately explained to the Scheme Creditors in the SES and EY Report
(as defined below).
1.3. I am of the view that the Scheme communications adequately explain the positions
of PFG and PFMSL (as defined below) relative to those of Scheme Creditors in the
event the Scheme is implemented. In particular, I have concluded that:
1.3.1.

A number of the communications refer to the fact that PFG is to contribute
£50m to the Scheme, and that it will pay the implementation and
administration costs of the Scheme, which are expected to exceed £15m
together with a potential cash surplus generated by PPC.

1.3.2.

Both the SES and the EY Report explain that even if the Scheme is
implemented, it is unlikely that any value will be attributable to the equity
and the intercompany debt holders of PPC; and the value in Greenwood is
likely to be very limited (and less than £348,000).
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1.4. I have been asked to consider whether, in my view, the Scheme communications
adequately explain why PFG cannot justify making additional funding available on top
of that which it has already committed to provide. I am of the view that this is
adequately explained in the SES. That document informs Scheme Creditors that
before the Scheme was launched, it was considered that the provision of additional
funding would breach the Provident Group’s regulatory capital requirements; and the
directors of PFG have concluded that it would not be appropriate for PFG – which
owes no obligations to PPC or the Company – to contribute any additional funding to
the Scheme.
1.5. Finally, I have not seen anything in the communications I have received from Scheme
Creditors or Debt Camel which goes to the issue of fairness (as that issue is
understood in the context of schemes of arrangement). The negative comments
about the Scheme that I have reviewed are set out in section 7 below.

2. INTRODUCTION
2.1. Experience
I have practised as a solicitor for almost 35 years. For the last 24 years I have advised
extensively in relation to schemes of arrangement for financial services companies. I
am fully cognisant of the issues arising in relation to the implementation of schemes
of arrangement for such companies and the issues facing the creditors of those
companies when considering whether a scheme is a viable route forward. A copy of
my brief CV is on the Scheme Website1.
2.2. Background
2.2.1. Provident SPV Limited (“the Company”) was incorporated on 2 November
2020 and is part of the Provident Financial Group (“Provident”). The Company
has proposed a scheme of arrangement under Part 26 of the Companies Act
2006 (“the Scheme”) in respect of (i) certain customers of Provident Personal
Credit Limited (“PPC”) (which traded as Provident, Glo and Satsuma), (ii)
certain customers of Greenwood Personal Credit Limited (“Greenwood”)2, and
(iii) the Financial Ombudsman Service (“FOS”) (together “Scheme Creditors”).
2.2.2. PPC and (until it ceased trading in April 2014) Greenwood provided home
credit and online loans to consumers in the UK and ROI.
2.2.3. PPC has suffered financial difficulties for a number of years. It has been the
subject of an increasing number of consumer complaints made against it for
1

See: https://scheme.providentpersonalcredit.com/Customer%20Advocate%20CV.pdf
Specifically, the customers of PPC and Greenwood that are affected by the Scheme are those to whom loans
were given, or who guaranteed a loan, between 6 April 2007 and 17 December 2020.
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loans which it may have issued incorrectly. PPC and Greenwood were required
to ensure that, amongst other things, loans given and guarantees taken met
certain creditworthiness requirements; and in certain cases, these companies
may have failed to meet these requirements. This has resulted in a number of
complaints made against them for breach of the regulatory requirements
applying to them. As a consequence, PPC and Greenwood have made a
number of compensation payments to consumers in recent years.
2.2.4. The purpose of the proposed Scheme, in summary, is to put in place an
arrangement by which the Company will pay a proportion of the valid
compensation claims made by PPC and Greenwood’s customers, together with
a proportion of the valid claim made by the FOS. To this end, PFG has agreed
to provide £50 million to the Company (and a potential cash surplus) to enable
a payment to be made to the Scheme Creditors by the Company in the Scheme.
In addition, the PFG will meet the costs of the Scheme, currently estimated at
£20 million (the estimate of these costs having increased since the £15 million
figure included in the original Explanatory Statement). If the Scheme is
sanctioned, the Scheme Creditors will need to submit their claims before a
prescribed deadline.
2.2.5. The Company is jointly and severally liable with PPC and Greenwood in respect
of the claims of the Scheme Creditors pursuant to the terms of a deed poll
dated 14 March 2021, as subsequently amended (“the Deed Poll”).
2.2.6. I have been engaged by Provident Financial Group PLC (“PFG”), the Company’s
parent, to act as an independent Customer Advocate. I should point out that
whilst I have been engaged by PFG (under the terms of an agreement dated 10
June 2021 (“the Agreement”)), I am to perform my role on an impartial basis
and that I am independent from Provident, PFG, the Company, PPC and
Greenwood. In addition, I am free to reach such conclusions in relation to the
issues covered by this report as I alone see fit.
2.2.7. Further details about the scope of my role are set out in paragraph 1.3 below.
2.2.8. The Company was required to send a practice statement letter (pursuant to
the Practice Statement (Companies: Schemes of Arrangement) [2020] 1 W.L.R.
4493) to all Scheme Creditors. This letter (“the PSL”) is required to inform any
person affected by the Scheme that the Scheme is being promoted and to
provide certain information concerning the Scheme. The PSL relating to the
Scheme is dated 15 March 2021 and was sent to Scheme Creditors by post or
email where email addresses were available. In addition, it was posted on the
Scheme Website3.
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Namely: ttps://scheme.providentpersonalcredit.com/Practice-Statement-Letter.pdf
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2.2.9. The first Court hearing took place on 22 April 2021 (“the Convening Hearing”).
At that hearing, the Court considered (amongst other matters) the meeting(s)
of creditors required by the Scheme. I was represented at the Convening
Hearing by Counsel, and I produced a report dated 20 April 2021 which was
considered by the Court at that hearing (“Convening Report”).
2.2.10. At the Convening Hearing, the Company was given permission by the Court to
convene a meeting of creditors. The meeting will be held on 19 July 2021
(“Scheme Meeting”). Due to the Covid pandemic, the meeting will be held
remotely.
2.2.11. Subject to the votes cast at the meeting of Scheme Creditors, I understand that
the Company intends to seek sanction (i.e., approval) from the Court at a
hearing on 30 July 2021 (“the Sanction Hearing”). I will also be represented at
the Sanction Hearing by Counsel.
2.3. The Role of the Independent Customer Advocate
2.3.1. A redacted copy of my Agreement, which sets out the terms of my engagement
as Customer Advocate, is available on the Scheme Website4.
2.3.2. Under the terms of my Agreement, I have been engaged to perform my
obligations in three interlinked stages.
Stage 1
2.3.3. In Stage 1 of my engagement, I am obliged to consider material and
communications from Scheme Creditors or the media that raise issues of
fairness (as that term is used by the Court in the context of schemes of
arrangement).
2.3.4. I am also asked to consider whether the Scheme Documents, announcements
and/or other information provided to Scheme Creditors properly (which I take
to mean ‘adequately’) explains:
a)

Whether or not the insolvency of PPC and Greenwood would be inevitable
if the Scheme were to fail and PFG withdrew its support.

b)

Whether or not the relevant positions of PFG and Provident Financial
Management Services Limited (“PFMSL”) (as PPC’s and Greenwood’s
ultimate and immediate parent undertakings, respectively) after the
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See https://scheme.providentpersonalcredit.com/Stokes%20%20Customer%20Advocate%20Consultancy%20agreement.pdf
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Scheme is implemented is unfair or unreasonable to Scheme Creditors
taking into account certain matters specified in the Agreement.
c)

Whether or not the documents and information adequately explain why
PFG cannot justify making additional funding available to the Company in
order to meet Scheme Creditors’ claims, again taking into account certain
matters set out in the Agreement.

2.3.5. I am obliged to prepare a report (i.e., this report) setting out the matters
referred to above and my conclusions to be put on to the Scheme website.
Stage 2
2.3.6. In Stage 2 of my engagement, I am obliged to either respond to questions from
Scheme Creditors or, where appropriate, to procure the services of a law firm
to respond to such questions from Scheme Creditors, concerning the (i) terms
of the Scheme, (ii) how the Scheme, if implemented, will affect their rights and
(iii) what the Company says will be the likely effect of non-sanction of the
Scheme. I am also obliged to attend the Scheme Meeting on 19 July 2021 to
make a presentation to Scheme Creditors and to answer any questions they
may have.
Stage 3
2.3.7. In Stage 3 of my engagement, I am obliged to prepare a final report addressed
to the Scheme Creditors and the Court addressing all matters that may be of
relevance at the Sanction Hearing. I must attend the Sanction Hearing
represented by Counsel in order to answer any questions the Court may have
about my role as Customer Advocate and the work I have done.
2.3.8. It is important to note that, in respect of my role as Customer Advocate, it has
been specifically agreed that:
a)

I will act in an independent capacity and will not have any regard to the
interests of Provident, PFG, the Company, PPC or Greenwood or its advisers
in promoting the Scheme;

b)

I will owe no duty and will incur no liability to Provident, PFG, the Company,
PPC or Greenwood in the event that my Report contains adverse comments
relating to the Scheme or in the event the Scheme is not approved by the
Scheme Creditors or sanctioned the Court;

c)

I will make the terms of my Agreement freely available to the Scheme
Creditors and the Court in order to demonstrate my independence from
Provident, PFG, the Company, PPC and Greenwood; and
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d)

PFG will provide me with reasonable access to their books, records and
other resources so as to enable me to perform my role.

2.3.9. I am not obliged to consider issues of a regulatory nature in connection with
the Scheme or to engage with any regulators of the Company, PPC or
Greenwood (including the Financial Conduct Authority or FOS). The FCA’s
position in relation to the Scheme is currently reserved.
2.3.10. Finally, my role as Customer Advocate does not affect or in any way limit the
rights held by the Scheme Creditors in respect of the Court process for the
approval of the Scheme. In particular, my engagement does not prevent any
Scheme Creditor from seeking to make their own representations at the
Sanction Hearing.
2.4. Report Methodology
2.4.1. The purpose for which this report is prepared is to assist the Scheme Creditors
to consider whether to vote for or against the proposed Scheme (or change
any vote already cast) in the light of the available information. In addition, in
this report I consider customer comments and observations on the Scheme.
2.4.2. It is anticipated that this report will be placed on the Scheme Website in order
to provide additional information to Scheme Creditors and other interested
parties and to allow those parties to consider the question of the fairness of
the Scheme. This report is produced without prejudice to the Company’s duty
to draw the Court’s attention to any relevant issues as part of its duty of full
and frank disclosure under the Practice Statement.
2.4.3. In preparing this report, I have:
a)

Considered the nature of the Company’s communications with Scheme
Creditors. I identify those communications below.

b)

Considered how likely it is that those communications will, in fact, have
reached or otherwise come to the attention of the Scheme Creditors.

c)

Considered the contents of those communications with Scheme Creditors
with particular regard to how well they explain the Scheme and its
consequences (including the consequences of the Scheme not being
sanctioned by the Court).

3. COMMUNICATIONS WITH SCHEME CREDITORS
3.1. Nature of Communications with Scheme Creditors
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3.1.1. The ways in which the Company has sought to inform Scheme Creditors about
the Scheme Meeting on 19 July 2021 is set out below.
3.1.2. Email:
In accordance with the Court order made at the Convening Hearing
(“Convening Order”), a two-page “Meeting Advertisement” was sent to
Scheme Creditors by email between 22 and 25 May 2021. A copy of the E-mail
to which the Meeting Avertisement was attached and the Meeting
Advertisement is exhibited to this report as Exhibit 1.
I have been informed by the Company that the Meeting Advertisment was sent
to the email addresses of 1,332,523 Scheme Creditors. The Company received
approximately 55,000 bouncebacks, and in those instances the emails did not
reach the Scheme Creditors in question. The Company asked Experian to
review these instances and Experian confirmed that approximately 21,500 of
these were verified e-mails for Scheme Creditors.
In addition to the Meeting Advertisement, a second e-mail was sent which
attached the Supplemental Explanatory Statement (“SES”) (which contained
substantially the same information as the Meeting Advertisement together
with additional information relating to further steps the Company had taken)
was sent to the same Scheme Creditors by email between 23 and 25 June. The
SES was also sent to the approximately 21,500 e-mail addresses verified by
Experian on 29 June 2021. However, only 3,354 of these were successfully
delivered.
3.1.3. Post:
In accordance with the Convening order, the Meeting Advertisement was sent
to Scheme Creditors by post between 17 and 22 May 2021.
I have been informed by the Company that the Meeting Advertisement was
posted to the addresses of 2,725,206 Scheme Creditors. The Company has
received approximately approximately 100,000 (3.67%) postal returns
indicating non-delivery of the Meeting Advertisement to the Scheme Creditors
in question. Experian had previously conducted an extensive exercise to find
the postal and email addresses of Scheme Creditors in January 2021.
3.1.4. Newspapers advertisements:
In accordance with the Convening Order, advertisements were placed in the
Sun, Daily Mail and the Metro on 17 May 2021. These advertisements inform
Scheme Creditors of the Scheme Meeting and provide them with details of
7

how to obtain a copy of the Documents referred to in the Convening Order.
Copies of the advertisements are exhibited to this report as Exhibit 2.
In addition to the advertisements which were placed on 17 May 2021, I have
been provided with a proof of further advertisements that the Company
placed place in the Sun and the Daily Mail on 24 June 2021 and the Metro on
25 June 2021. Copies of this proof appears in Exhibit 3.
3.1.5. Social Media:
I am told by the Company that the social media campaign to draw Scheme
Creditors attention to the Scheme and the Scheme Meeting started on 17 May
2021 and covered Facebook, Instagram and Twitter. In relevant part, the
Facebook and Instagram campaign stated
“We are proposing a scheme of arrangement for customers who may have
claims for unaffordable loans received from Provident Personal Credit,
Satsuma, Glo and Greenwood between 6 April 2007 and 17 December 2020.
You can register to vote on the Scheme from 17th May to 14th July and a virtual
meeting of Scheme Creditors will be held on 19th July 2021. To register to vote
on the Scheme please visit our Voting and Claims Portal at [link].”
The Twitter campaign had a 280 character limit and stated:
“The Voting and Claims Portal for our Scheme of Arrangement opens 17th May
2021. To vote, you will need to complete your voting intention by 14th July
2021. Visit the Claims Portal here [link]: Full details on our Scheme of
Arrangement: [link]. The campaigns included the helpful videos which were
also included on the Provident Scheme website on [link].”
The SES was also placed on Facebook on 25 June 2021 and steps were taken
to put the campaign and helpful videos on Instagram and Twitter by that date.
3.2. Summary of Communications with, and Documents Made Available to, Scheme
Creditors
3.2.1. I have considered the terms of the following communications and documents
that have been made available to Scheme Creditors.
a)

The Explanatory Statement: This is a lengthy (49-page) document which
seeks to explain the terms and effect of the Scheme to Scheme Creditors in
simple terms. I reviewed the Explanatory Statement as part of my initial
engagement by the Company. In my Convening Report, I stated my opinion
that the Explanatory Statement complied with the relevant requirements
of the Practice Statement and that it explains the commercial impact of the
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Scheme in a reasonable concise and simple way. Given the size of this
document I have not exhibited it to this Report5.
b)

The Scheme of Arrangement rules6: This is a legal document that sets out
the mechanism for the implementation of the Scheme, if it receives the
Court’s sanction. Given the size of this document I have not exhibited it to
this Report7.

c)

Meeting Advertisement: This is the document which appears at Exhibit 1.
Its main functions are to inform Scheme Creditors of the Scheme Meeting
and to explain how to vote.

d)

Claims Assessment Illustration: This document is exhibited as Exhibit 4. It
seeks to explain in simple terms how, if the Scheme is sanctioned, claims
made by Scheme Creditors will be assessed and, where such claims are
upheld, how the Company will calculate the amount of compensation
payable.

e)

Estimated Insolvency Outcome Statement and update to Estimated
Insolvency Outcome Statement: These documents are exhibited as Exhibit
5. They summarise the estimated financial position of PPC and Greenwood
if those companies were placed into an insolvency process (administration
or liquidation). The initial forecast is dated 22 April 2021 and is based on
figures from December 2020. The updated forecast is 24 June 2021 and is
based on figures from May 2021.

f)

EY Report: This is a report produced by Ernst & Young LLP (“EY”) dated 17
June 2021. It appears as Exhibit 6. In the EY Report, EY provide their opinion
about various matters, including PPC and Greenwood’s current financial
position and the value of the equity and intercompany debt of PPC and
Greenwood. There is also a letter dated 25 June 2021 from EY which
provides commentary on the updated Estimated Insolvency Outcome
Statement.

g)

Helpful videos: These are 11 short video presentations which appear on the
Scheme Website under the heading ‘Helpful videos’. They have been
designed by the Company with the objective of helping Scheme Creditors
to make their decision when voting for the Scheme. They include such titles
as “What does the Scheme do?” and “How much compensation will I get
from the Scheme?”

5

It is available on the Scheme website at https://scheme.providentpersonalcredit.com/KeyDocuments.html
Including the document entitled ‘Surplus Provision – Scheme Rider’.
7
It is available on the Scheme website at https://scheme.providentpersonalcredit.com/KeyDocuments.html in
addition the Sceme Rules on the website have been amended with the amendments marked.
6
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h)

FAQs: These appear on the Scheme Website under the ribbon heading
‘Scheme FAQs’. A large number of questions are addressed8.

i)

Supplemental Explanatory Statement: The SES is a 10-page document
which appears as Exhibit 7 to this Report. The purpose of the SES is to
update Scheme Creditors in respect of various matters which have occurred
since the Explanatory Statement was produced.

j)

Newspaper advertisements: These are the advertisements exhibited as
Exhibits 2 and 3 to this Report. Their function is to inform Scheme Creditors
of the Scheme and the Scheme Meeting.

3.2.2. Some of these documents are, of necessity, complex and legalistic. The
Company has sought to provide simplified explanations of the Scheme and the
effect it has on the Scheme Creditors. These have taken the form of a 5 ½ page
summary at the start of the main Explanatory Statement, the SES, social media
communications and a series of short video presentations together with a list
of frequently asked questions and replies.
3.2.3. Insofar as the process of voting on the Scheme is concerned, I have met with
the team at PwC who are responsible for the online Voting and Claims Portal
(“the Portal”). They have explained to me as follows:
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a)

A Scheme Creditor can vote in one of three ways.

b)

First, a Scheme Creditor can click a weblink on an email they receive from
the Company. If the vote is made in this way the Scheme Creditor will be
relying on the Company calculating its claim based solely on the information
that the Company holds in relation to that Scheme Creditor. It is still
possible for the Scheme Creditor to register and then to provide additional
details. This will require registration on the Portal in order to protect the
personal data entered by Scheme Creditors.

c)

Second, Scheme Creditors may use the Scheme ID sent to them by post or
email. This is a more secure means of voting and it allows a Scheme Creditor
to provide additional information that will assist the Company in
determining their claim in due course (in the event the Scheme is
sanctioned).

d)

Third, a Scheme Creditor can download or request a hard copy claim form,
complete it manually and return it by email or post.

See https://scheme.providentpersonalcredit.com/FAQs.html
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e)

A Scheme Creditor who has voted using any of the methods referred to
above can log on to the Portal (via the Scheme website) at any time up to
5:00pm on 14 July 2021 to change or amend their vote. Alternatively, they
can send an amended claim form by post or email.

f)

Once a vote has been made the information provided in relation to the vote
will be carried forward as a Scheme Claim in the event that the Scheme is
sanctioned by the Court without the Scheme Creditor needing to take any
further steps. It will, however, be open to Scheme Creditors to provide
further information to support their Claim if they wish to do so.

g)

The call centre team at Provident have been trained to assist Scheme
Creditors to access the Portal and register their vote.

My view
3.3. In view of the extensive mailing, advertising and social media campaign undertaken
by the Company, I am of the view that it is likely that a substantial proportion of
Scheme Creditors will have become aware of the existence of the Scheme and the
fact that the Scheme Meeting is taking place.
3.4. I further note that the timing of communications with Scheme Creditors is in
accordance with the Order made at the Convening Hearing. It is right to point out
that the SES, EY Report and update to the Estimated Insolvency Outcome Statement
were each produced after the Convening Hearing and, therefore, the date of their
distribution was not set out in the Convening Order. Accordingly they were
communicated to Scheme Creditors at a later stage than the other communications
identified above. Nonetheless, these documents have all been made available on the
Scheme Website since 21 June 2021 – some 28 days before the date of the Scheme
Meeting. I am of the view that the Scheme Creditors have therefore had adequate
notice of these documents.
4. THE FINANCIAL POSITION OF PPC AND GREENWOOD AS EXPLAINED IN THE COMPANY’S
COMMUNICATIONS
4.1. As part of my Stage 1 engagement, I have been asked to consider whether the
Company’s communications with Scheme Creditors adequately explains
“whether or not insolvency of PPC and Greenwood would be inevitable if the
proposed Scheme was not successful and PFG withdrew its support (and in this
regard, whether the Client [being PFG] has any obligation to support PPC).”
4.2. This matter is addressed in varying degrees of detail in a number of documents, as I
set out below.
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Meeting Advertisement
4.3. The financial position of PPC and Greenwood is addressed in short order in the initial
Meeting Advertisement (Exhibit 1). In relevant part, that document states:
“If Scheme Creditors or the Court do not approve the Scheme, it will not become
effective. If this happens, the Lenders will enter insolvency proceedings. In that
case, you will still be able to make your claim against the Lenders, but we
expect that you will not receive any cash compensation at all.”
Press Advertisements
4.4. The first press advertisement does not refer to the financial position of PPC or
Greenwood; it merely notifies Scheme Creditors that a scheme is being proposed.
4.5. The subsequent advertisement (Exhibit 2) relates to the SES. It states that:
“If the Scheme is approved Provident Financial will make fifty million pounds
available to pay customers with valid compensation claims for unaffordable
lending. If the Scheme is not approved, PPC and Greenwood will become
insolvent and customers will not receive any compensation.”
4.6. This communication goes on to refer to the fact that an independent accountant
agrees with the Company’s view that if the Scheme is not approved PPC and
Greenwood will be insolvent. This is a reference to the EY Report and updated
Estimated Insolvency Outcome Statement, which I address below.
Explanatory Statement and SES
4.7. The financial position of PPC and Greenwood is addressed in Part A (Summary) of the
Explanatory Statement. In particular, paragraphs 13.2 and 13.3 state:
“13.2 With respect to the Lenders, if the Scheme is not approved, Scheme
Creditors will continue to be able to bring their claims against the Lenders.
However, without continued Parent support, the Lenders are unlikely to have
sufficient assets to pay those claims in full as they fell due. Accordingly, it is
likely that the Lenders will also enter into insolvency proceedings. In an
insolvency proceeding, it is unlikely that Scheme Creditors will receive any
payments from the Lenders.
13.3 In other words, if the Scheme is not approved, we expect that Scheme
Creditors will receive no payments from the Company or the Lenders for any
claims which they have. In contrast, if the Scheme is approved, we expect to be
able to pay Scheme Creditors a proportion of their valid claims out of the
proceeds of the Compensation Fund.”
12

4.8. Further details as to what is expected to happen if the Scheme is not approved are
given later in the Explanatory Statement (see pp.22-25).
4.9. As regards the SES, the issue of whether or not PPC and Greenwood’s insolvency is
inevitable in the event the Scheme is not sanctioned is addressed in detail under the
heading “Why will the Lenders commence insolvency proceedings if the Scheme is not
approved?”. There, the SES states:
“If the Scheme is not approved by Scheme Creditors or the Court, PFG has told
us it will stop providing financial support to the Lenders immediately. If PFG
stops funding the Lenders, the Lenders and the Company will be required to
start insolvency proceedings immediately afterwards. This is because the
amount these companies owe is significantly more than the amount that they
can expect to collect from their customers and, without PFG support, their
respective directors do not consider that there is any reasonable prospect of
avoiding insolvency. If the Company and the Lenders were to keep trading in
those circumstances, their directors would be in breach of their legal
obligations.
PPC’s business has become unviable for the reasons explained in the
Explanatory Statement. PFG is a separate company to the Lenders and PFG is
not legally required to fund the Lenders or pay any claims owed by them. The
PFG Board owes its duties to PFG and is legally required to act in the best
interests of PFG having regard to all the interests of PFG and the parties
interested in PFG. Consequently, PFG has made clear it will not continue to
fund PPC’s business as a going concern and will not fund the Managed Wind
Down going forward if the Scheme is not approved.”
EY Report
4.10. In the EY Report, EY review the likelihood of the insolvency of PPC and Greenwood
in the event the Scheme is not sanctioned. The conclusion they present in the
Executive Summary section of their report is that:
“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 possible.”
4.11. EY go on to express their view that, given the precarious financial position of these
companies, the only option available should the Scheme not be implemented
would be for the directors of PPC and Greenwood to file for insolvency protection.
EY believe that this would probably happen “almost immediately following failure
of the Scheme.”
Helpful videos
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4.12. As I mention above, the Scheme Website contains 11 short videos that seek to
explain various aspects of the Scheme. I have reviewed these and can confirm that
four of them entitled “What is the Update to the Scheme About?”, “What is a
Scheme of Arrangement and why is Provident SPV Proposing a Scheme?”, “Why
Should I Support a Scheme?” and “How Much Compensation will I Get?” all explain,
in simple terms, that PPC and Greenwood will be insolvent if the Scheme does not
proceed.
FAQs
4.13. Finally, the Scheme Website contains a list of 74 FAQs (and replies to those
questions). Three of the FAQs explain in simple terms that if the Scheme is not
approved PPC and Greenwood would be insolvent. The relevant FAQs are “What
Would Happen if the Scheme is not Approved by Customers and the Court?”, “Why
is a Scheme Being Proposed?” and “What Does the Supplemental Explanatory
Statement Mean?”
My view
4.14. In conclusion, I am of the view that the communications to Scheme Creditors set
out above properly explain the Company’s positon that (1) if the Scheme is not
sanctioned by the Court, it is inevitable that PPC and Greenwood would be
insolvent (and would enter insolvency proceedings if PFG does not provide further
funding), and (2) PFG has no obligation to provide financial support to PPC and does
not intend to do so.
4.15. I believe that the Company’s position in this respect is fairly stated in a number of
the Company’s communications and, further, that the reasons for this have been
adequately explained to the Scheme Creditors.
5. THE RELEVANT POSITIONS OF PFG AND PFMSL AS EXPLAINED IN THE COMPANY’S
COMMUNICATIONS
5.1.

As mentioned earlier, as part of my Stage 1 engagement, I have been asked to
consider whether the Company’s communications with Scheme Creditors
adequately explains:
“Whether or not the relevant positions of PFG and Provident Financial
Management Services Limited (“PFMSL”) (as PPC’s and Greenwood’s
immediate and ultimate parent undertakings) after the Scheme is implemented
is unfair or unreasonable to Scheme Creditors taking into account amongst
other things, EY's valuation of PPC and Greenwood and assuming the proposed
Scheme becomes effective and PPC's and Greenwood's businesses are rundown in accordance with the Client's 10 May 2021 announcement to the
market.”
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5.2.

This matter is addressed in varying degrees in a number of documents, as I set out
below
Meeting Advertisement

5.3.

The position that PFG is taking in relation to the Scheme is addressed in short order
in the initial Meeting Advertisement (Exhibit 1). The relevant part of that document
states:
“If the Scheme is approved by Scheme Creditors and the Court, the Provident
Group will make £50 million available to pay compensation to Scheme
Creditors for valid unaffordable lending claims and certain fees which the
Lenders owe to the Financial Ombudsman Service.”

5.4.

This document does not mention that PFG will also meet the costs of the Scheme.
Press Advertisements

5.5.

The second advertisement (Exhibit 2) sets out the position that PFG is taking in
relation to the Scheme. It states:
“If the Scheme is approved, Provident Financial will make fifty million pounds
available to pay customers with valid compensation claims for unaffordable
lending.”

5.6.

Again, the second advertisement does not refer to the fact that PFG is to meet the
costs of the Scheme.
Explanatory Statement and SES

5.7.

The position of PFG in relation to the Scheme is set out in section 6 of Part A
(Summary) of the Explanatory Statement which states:
“6.1 In the event that this Scheme becomes effective, it will provide:
6.1.1 for the Parent [PFG] to pay us £50,000,000 for the purpose of paying
Scheme Creditors, proportionally, in respect of their valid claims in the Scheme
(the "Compensation Fund");
6.1.2 for the Parent [PFG] to pay the costs of implementing the Scheme”

5.8.

Further detail as to when PFG must pay the £50 million is given on page 28 of the
Explanatory Statement.
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5.9.

The intercompany debt due from PFMSL to PPC and the fact that it is considered to
have no value is referred to in Part C (Background to the Scheme) at paragraph 3.3
which states:
“PPC has a material intercompany debt of £131.1 million due from its
immediate parent, PFMSL. This debt is unlikely to have any material value in
an insolvency of PPC, as PFMSL’s main asset is its shareholding in PPC which
would have negligible value in a PPC insolvency.”

5.10. The SES makes the following points concerning the position of PPC and
Greenwood’s parent undertakings in the event the Scheme is implemented:
5.10.1. The SES refers to PFG’s announcement of 10 May 2021 that Provident has
stopped making home credit loans and that the Provident home credit
business is being closed. As a result, PPC and PFMSL are winding down their
business in a managed and orderly way (the “Managed Wind Down”), and PPC
has applied to give up its relevant FCA permissions (which application has been
approved by the FCA): paragraphs 1-4.
5.10.2. That being the case, the SES states that there is no future value in PPC’s
business for its shareholder, PFG: paragraph 5.
5.10.3. The SES states that the Managed Wind Down will involve PPC continuing to
incur costs which will exceed PPC’s income; and that PFG will fund the shortfall:
paragraph 10.
5.10.4. The SES summarises EY’s findings as to the value attributable to the
shareholders and intercompany debt holders of PPC and Greenwood in the
event the Scheme is implemented. It states at paragraph 12(a):
“Even if the Scheme is implemented, it is highly unlikely that any value will be
attributable to the equity and intercompany debt holders of PPC and the value
in Greenwood is estimated to be between nil and £348,000. (In other words, it
is highly unlikely that the shares owned by our shareholders or the debts that
we owe to other Group companies are worth anything, even if the Scheme goes
ahead).”
5.10.5. Finally, in paragraphs 13-17 the SES seeks to explain why PFG is providing a
Compensation Fund of £50m. Within those paragraphs, the SES explains that
this payment (and the related costs to implement the Scheme) is being made
to avoid the Company, PPC, Greenwood and PFMSL falling into insolvency
proceedings and the reputational consequences this would have for the
Provident Group.
EY Report
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5.11. As stated above, the EY Report seeks to address whether PPC and Greenwood
would enter an insolvency process if the Scheme is not sanctioned. In that regard
it considers the position of both PFG and PFMSL.
5.12. In the Executive summary the report states:
“We note that the Parent will have to pay £50m (plus estimated scheme
administration costs, which may exceed £15m based on Management’s
estimates) ... and, therefore, the net value to the Parent is arguably negative.”
5.13. As regards the shareholders and intercompany debt holders of PPC and
Greenwood, EY conclude:
“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.”
Helpful Videos
5.14. Four of the 11 short videos on the Scheme Website entitled “What is the Update
to the Scheme About?”, “What does the Scheme do?”, “Why am I being asked to
vote?” and “How much Compensation Will I get from the Scheme?” refer in simple
terms to the fact that PFG is prepared to make a contribution of £50 million to the
Scheme.
5.15. The helpful video entitled “What is the Update on the Scheme about?” refers to the
proposed amendment to the Scheme that any surplus cash generated during the
Managed Wind Down may be paid to the Scheme Creditors.
FAQs
5.16. One of the FAQs entitled “What does the Supplemental Explanatory statement
Mean?” refers to the fact that PFG will contribute £50 million to the Scheme. There
is no reference in the FAQs to the contribution to costs, or to any surplus cash
generated from the Managed Wind Down being paid to Scheme Creditors. The
FAQs deal predominantly with the mechanics of the Scheme and how to vote.
My view
5.17. The concern here is whether the Scheme communications adequately explain
whether, in the event the Scheme is implemented, the position that PFG and PFMSL
would find themselves in would be unfair or unreasonable vis-à-vis the Scheme
Creditors. In other words whether the Scheme communications adequately explain
whether they stand to gain any benefit which is disproportionate to the treatment
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of the Scheme Creditors under the Scheme and, if so, how. I am of the view that
this matter has been adequately explained. In particular:
5.17.1. A number of the communications refer to the fact that PFG is to contribute
£50m to the Scheme, and that it will pay the implementation and
administration costs of the Scheme, which are now estimated to be £20m
(up from £15 million).
5.17.2. Both the SES and the EY Report explain that even if the Scheme is
implemented, it is unlikely that any value will be attributable to the equity
and the intercompany debt holders of PPC and that the value in
Greenwood is likely to be very limited (and less than £348,000).
5.17.3. The SES explains that PPC is closing its business. In this regard it sets out in
the SES that PPC has applied to the FCA to cancel its permissions to carry
on home collected and high-cost short term credit and this application has
been approved. No other part of the Provident Group is authorised to
carry on such activities.
5.17.4. The SES explains that certain creditors of PPC and Greenwood will be paid
in full. These are employees, trade creditors and compensation claims in
relation to lending made on or after 18 December 2020 (being the date
the Scheme became a real possibility). I am of the view that the reasons
the Company has given for paying these claims in full have been
adequately explained in paragraphs 11-12 of the SES.
5.17.5. In addition, the Scheme communicatiosn explain the amendmnets made
to the Scheme to ensure that even if a surplus were to arise in PPC as a
result of its managed wind down, this will be turned over to Scheme
Creditors albeit no such surplus is actually anticpated

6. THE FUNDING OF THE COMPENSATION FUND AND SCHEME COSTS AS EXPLAINED IN THE
COMPANY’S COMMUNICATIONS
6.1. As part of my Stage 1 engagement, I have also been asked to consider whether the
Company’s communications with Scheme Creditors adequately explains
“why the Client cannot justify making available additional funding to meet
Scheme Creditors' claims under the Scheme, taking into account the proposed
£50 m contribution to the Compensation Fund, £15 m of costs, expected run
off payments for PPC of up to £100 m, payments to the Debt Purchasers under
Balance Reduction Agreements, the contributions previously made to PPC, and
the claims that are excluded from the Scheme.”
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6.2. This matter is primarily addressed in the Explanatory Statement and SES, as I set out
below.
Explanatory Statement and SES
6.3. Clause 3.3 of Part A (Summary) of the Explanatory Statement is set out below. It
envisages that PFG will ultimately be forced to withdraw its support for PPC due to
the rising compensation claims.
“PPC cannot afford to continue to pay compensation in full without the support
of its ultimate holding company, Provident Financial plc (the "Parent").
However, if compensation claims continue to rise, it is likely that the Parent will
decide not to continue to provide the required support. In that case the Lenders
would need to enter into insolvency proceedings and borrowers and guarantors
are not expected to receive any payment for their compensation claims.”
6.4. Section 2 of Part C (Background to the Scheme) provides details of PPC’s financial
position. Clause 2.4 of that section includes the following:
“PPC's outstanding liability under the PFHL-PPC Intercompany Loan Agreement
(including sums assigned to PFHL by the Parent under the Parent- PPC
Intercompany Loan Agreement) as at 31 December 2020 stood at
approximately £292,000,000 (on a common currency basis) (comprised of
sterling advances of £273,339,000, and a separate euro advance in the sterling
equivalent of £18,717,000). The extent of PPC's borrowings under the
Intercompany Loan Agreements (as compared against its customer receivables
asset which, as explained in paragraph 3.4 below, is expected to have a
carrying value of £44.2 million as at 31 July 2021) highlights PPC's difficult
financial situation, and its dependence on the Parent and the rest of the Group
for its ongoing viability.”
6.5. Section 4 of Part C deals with the financial position of Greenwood. Clause 4.1 of that
Section states:
“Greenwood's most recent set of management accounts dated 31 December
2020, show that its realisable assets which consist solely of an intercompany
receivable from PFHL to Greenwood) have a net book value of approximately
£366,000. 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.
Greenwood's financial position is unlikely to change materially by 31 July 2021,
the hypothetical insolvency date for the purposes of the EOS.”
6.6. As set out earlier in this report, the SES explains in paragraph 13 onwards why PFG is
providing a Compensation Fund of £50 million whilst also paying the related Scheme
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costs. Within those paragraphs, the following reasons are given as to why additional
funding cannot be made available:
6.6.1.

First, the SES explains (in paragraph 15) that PFG’s commitment to fund a
Compensation Fund of £50 million would not result in a breach of the
Provident Group’s regulatory capital requirements over the Group’s threeyear viability period as imposed by the PRA. However, the Group’s financial
forecasts showed that “if a larger contribution was made to the Scheme, the
Group would not comply with its capital requirements at certain points of its
three year viability period.”

6.6.2.

Second, the SES states as follows (in paragraph 17):
“Although PFG is not obliged to provide any further financial support to the
Lenders, the PFG Board, having carefully considered their duties to PFG,
taken into account all of the circumstances and considered the interests of
all affected parties, reached the judgment that it was appropriate for PFG to
contribute £50 million (but no greater amount) to the Scheme and to cover
the related Scheme costs. On the same bases, the PFG Board remains of this
view and further concluded that absent the Scheme, it will be necessary for
it to cease providing financial support to the Lenders.”

My view
6.7. I am asked here to consider whether, in my view, the Scheme communications
adequately explain why PFG cannot justify making additional funding available on top
of that which it has already committed to provide.
6.8. I am of the view that this is adequately explained in the section of the SES to which I
refer above. As set out in that section, Scheme Creditors are told that (i) before the
Scheme was launched, it was considered that the provision of additional funding
would result in a breach of the Provident Group’s regulatory capital requirements;
and (ii) as a matter of their judgment, the directors of PFG have concluded that it is
appropriate for PFG – despite not being obliged to do so – to provide this level of
funding, but to provide no greater amount.
7. MATTERS GOING TO THE ISSUE OF FAIRNESS
General
7.1. Finally, my Stage 1 engagement requires me to address the following:
“Whether the Customer Advocate has reviewed any material or seen any
communications from Scheme Creditors or the media that raise issues of
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fairness (as that term is used by the Court in the context of schemes of
arrangement) in relation to the Scheme.”
7.2. In addressing this matter, I have borne in mind the following principles which are
relevant to whether or not the proposed Scheme will ultimately be sanctioned by the
Court:
7.2.1.

At the Sanction Hearing, the Court will consider whether the proposed
Scheme is a fair one which a creditor could reasonably approve. I
understand that this issue will generally be considered from the perspective
of the intelligent and honest person who is a member of the class of Scheme
Creditors and who is acting in respect of his or her interest.

7.2.2.

The Court will also consider at that hearing whether there is any ‘blot’ on
the Scheme. I understand that this enables the Court to take into account,
where appropriate, a potentially wide range of factors when considering
whether to sanction the Scheme, including its commercial and factual
context and any consequences of it.

Comments Received from Scheme Creditors
7.3. As part of the engagement which led to my producing the Convening Report, I
reviewed a substantial number of communications which had been received from
Scheme Creditors: see paragraph 1.4 of the Convening Report. I understand from the
Company that there have been in excess of 13,000 communications since the date of
the convening hearing. Whilst the Company is in the process of sharing with me all
of the underlying communications, the Company has informed me that the
communications are of broadly the same nature as those received prior to the
convening hearing (namely a number of practical questions rather than questions
regarding substantive legal issues)..
7.4. As I set out in section 4 of the Convening Report, the majority, if not all, the negative
comments from Scheme Creditors that I reviewed were to the effect that any attempt
to pay less than 100% of the value of the Scheme Creditors’ claim is unfair or that it
is unfair to wait until 2022 to be paid any compensation. Further, certain of these
Scheme Creditors commented that since they had already submitted claims to PPC
and Greenwood (or FOS) they felt it would be unfair for them to receive less than
100% of the value of those claims, i.e., because the claims were submitted before the
Scheme proposal was issued.
7.5. I concluded in the Convening Report (paragraph 4.2.3) and I remain of the view that
these matters do not go to the fairness of the proposed Scheme. Rather, they are a
consequence of the Company having to rely on an injection of funds (in the form of
the Compensation Fund) which will be insufficient to pay all Scheme Creditors in full
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together with the inevitable delay that the process to implement the Scheme will
cause to those creditors who have already submitted claims.
Comments Received from the Media
7.6. Prior to producing the Convening Report, I spoke on two occasions with Debt Camel
to obtain its views generally on the Scheme. I have spoken with Debt Camel since
then and its views have not changed in relation to the matters set out below.
7.7. Debt Camel provided a number of comments that it believes go to the issue of the
fairness of the Scheme. In my Convening Report, I concluded that these comments
were not in fact relevant to the issue of fairness (as it is understood by the Court) but
were rather matters that would be considered by the Scheme Creditors in deciding
whether to vote in favour or against the Scheme.
7.8. For completeness, I summarise the points that were raised by Debt Camel below (for
a fuller account, see paragraph 4.3 of the Convening Report):
7.8.1.

Debt Camel was concerned that a large number of Scheme Creditors had
died and that the process for their relatives making a claim in the Scheme
would be complicated and expensive. The Company has agreed to a
simplified way of claiming on behalf of deceased Scheme Creditors requiring
only a death certificate copy of the will (or grant of probate/proof of
executorship) or if there is no will letter of administration together with
proof of id in order for a relative to make a claim.

7.8.2.

Debt Camel expressed its view that the illustrative potential dividend of 10%
was probably too high, and that the eventual percentage that Scheme
Creditors would receive is likely to be far lower than 10%. As to this, I note
that paragraph 13.2 of Part D of the Explanatory Statement states that
“Based on information currently available, our best reasonable estimate is
that valid claims will receive a cash payment of somewhere between 5% and
10% of the full amount of the net claim.” I have been informed by the
Company that the 10% figure was used to help simplify the calculations with
a view to making the illustrative examples easier to understand.

7.8.3.

Debt Camel told me that the page on its website devoted to the Scheme had
received an extremely large number of visits (in excess of 20,000), and that
a number of visitors had posted very critical comments about the Scheme
on that webpage. I have addressed the communications from Scheme
Creditors which I have reviewed above.

7.8.4.

Debt Camel also expressed its belief that PFG can afford to contribute a sum
greater than £50m to the Compensation Fund. I have addressed the
explanation given for this in the Scheme communications in section 6 above.
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7.9.

In my recent communications with Debt Camel it has expressed the view that
Scheme Creditors have been asked to vote on the basis of inadequate information
in two respects. First, as to whether administration (or some other insolvency
process) is inevitable in the event the Scheme is not approved. Second, as to how
claims submitted in the Scheme will be adjudicated.

7.10. For my part, I do not believe that Scheme Creditors have been provided with
inadequate information in this respect. As regards Debt Camel’s first point, my
views are set out in section 3 above. I do, however, accept that there is substance
in Debt Camel’s concern that some information that is relevant to this issue was
provided in the form of the SES and EY Report which were made available Scheme
Creditors on 21 June 2021 after voting via the Portal opened on 17 May 2021.
There is obviously a risk that those Scheme Creditors who had, by that stage,
already voted on the Scheme would not have paid attention to these
communications. However the SES explained in the Summary and at paragraph 29
that any creditor who had previously voted was entitled to change their vote
7.11. As regards Debt Camel’s second point, I note that fairly detailed information about
how Scheme Creditors’ claims will be adjudicated is given in the Explanatory
Statement in Part Dunder the headings: The procedure for assessing your Scheme
Claim (paragraph 9), How will your Scheme Claim be assessed? (paragraph 10), and
Referring a Scheme Claim to the Scheme Adjudicator (paragraph 11). A Claims
Assessment Illustration is also provided as a Key Document on the website

fthfl

…………………………………………….
Jonathan Yorke
6 July 2021
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For more information please visit Scheme Website: https://scheme.providentpersonalcredit.com

THIS LETTER IS IMPORTANT.
Please read this letter carefully if you have ever received or guaranteed a loan from
PROVIDENT, GLO, SATSUMA OR GREENWOOD.
This letter relates to matters which affect your legal rights in respect of those loans.
The information below does not affect your responsibility to carry on making your normal payments
in respect of outstanding loans.
17 May 2021

PROVIDENT, GLO, SATSUMA OR GREENWOOD – SCHEME OF ARRANGEMENT
Why have you been sent this letter?
• We are writing to you because you may have a right to claim compensation for unaffordable lending from Provident, Glo, Satsuma or
Greenwood in respect of loans made by them between 6 April 2007 and 17 December 2020 (inclusive) (the “Loans”). If you received
a loan from Provident, Glo or Satsuma, or guaranteed a loan given by Glo, this was provided by Provident Personal Credit Limited
(“PPC”). If you received a loan from Greenwood, it was a loan from Greenwood Personal Credit Limited (“Greenwood”). PPC and
Greenwood are the “Lenders”. The Loan may have been unaffordable to you because when it made the relevant Loans or took the
relevant guarantee the Lender may not have carried out the right checks to assess your creditworthiness or your ability to keep up with
payments without further borrowing.
• We are using a plan called a scheme of arrangement (“Scheme”) to deal with these claims in a consistent way. This letter tells you what
you need to do next and where you can go to get more information about the Scheme.

IMPORTANT

If the Scheme is implemented:
• You will have 6 months to make a claim against the Company for unaffordable lending. We will notify you of the exact deadline
once it is known.
• You will lose any right to make a claim for unaffordable lending after the 6 month deadline. This includes any right to (i)
receive cash compensation; (ii) reduce the amount of any loan that you have to repay and/or (iii) stop making payments under
any guarantee. If you are in any doubt about whether you have a Scheme claim, you should submit a claim to ensure that it is
considered.
• You will no longer be able to bring any actions against the Lenders in respect of any claim for unaffordable lending.
• YOU WILL RECEIVE SOME COMPENSATION IF YOU HAVE A VALID CLAIM BUT IT IS LIKELY TO BE
SIGNIFICANTLY LESS THAN YOU ARE OWED.
What do you need to do?
• The Scheme can only go ahead if it is approved by Scheme Creditors. The “Scheme Creditors” are the customers affected by it and the
Financial Ombudsman Service. For the Scheme to be approved by Scheme Creditors, more than half of the number of Scheme Creditors
who vote must support it and those Scheme Creditors must also have at least 75% of the value of votes cast. There will be a virtual
meeting for Scheme Creditors to vote on the Scheme on 19 July 2021, at 10.00 am (the “Scheme Meeting”). If the Scheme is approved
by Scheme Creditors it will also need to be approved by the Court before it can become effective.
• You will not need your loan documents to vote on or claim in the Scheme, but you will need your Scheme I.D. which can be found at
the top right-hand corner of this letter.
• To vote on the Scheme you are encouraged to register by filling in a Claim Form (including the voting section) so that we receive it by
no later than 5.00 p.m. on 14 July 2021. This can be done as follows:
○ online in the Claims Portal available at the following website https://scheme.providentpersonalcredit.com (the “Scheme Website”),
by filling in the Claim Form (including the voting section), and submitting it online; or

○ by downloading a Claim Form (including the voting section) from the Scheme Website at https://scheme.providentpersonalcredit.
com, filling it in (including the voting section) and returning it by email to us at soa@provident.co.uk. You can also return it by post
to Scheme of Arrangement Team, Provident SPV Limited, 1 Godwin Street, Bradford, West Yorkshire BD1 2SU. If you do return
your Claim Form by post, please post it by no later than 9 July 2021 to ensure it gets to us on time; or
○ by calling us on 0800 056 8936 and requesting a Claim Form. Once the Claim Form (including the voting section) is completed, it can
be returned by email or by post as explained above.
• If you have returned a Claim Form (including voting section) by 5.00 p.m. on 14 July 2021 to indicate that you or your proxy wish
to attend the virtual Scheme Meeting we will send you the details for joining the meeting. If you have not received the details for
joining the virtual Scheme Meeting by 16 July 2021, contact us on 0800 056 8936.
• If you need any help in completing a Claim Form or voting on the Scheme please read the Frequently Asked Questions available on
the Scheme Website or contact us on 0800 056 8936.
• If you complete the Claim Form (including the voting section) and return it to us by 5.00 p.m. on 14 July 2021, you won’t need to
make another claim if the Scheme goes ahead.

Black&Callow – c117790

How do I vote?
• If you want to vote on the Scheme you can:
○ appoint the chairman of the Scheme Meeting to vote for you at the Scheme Meeting. If you do this, you will not need to attend the
Scheme Meeting; or
○ appoint someone other than the chairman of the Scheme Meeting (called a proxy) to join the Scheme Meeting and vote for you. Your
proxy must follow your instructions for voting. If you appoint someone other than the Chairman, the person you appoint will need
to attend the Scheme Meeting;
○ join and vote at the virtual Scheme Meeting yourself.
• All voting at the Scheme Meeting will be done through an electronic system.
• If you have any questions about the Scheme which you would like to be answered at the Scheme Meeting, you should send them to us by
email to soa@provident.co.uk by 5.00pm on 14 July 2021. Please note that we will not be able to answer any questions about your individual
claim during the Scheme Meeting.
We believe that Scheme Creditors will be better off if they vote for the Scheme because they will receive some compensation if they
have valid claims.
What happens if the Scheme is approved?
• If the Scheme is approved by Scheme Creditors and the Court, the Provident Group will make £50 million available to pay compensation
to Scheme Creditors for valid unaffordable lending claims and certain fees which the Lenders owe to the Financial Ombudsman Service. If
the Scheme is approved, we will let you know (by email if we have an email address for you, or by post if we have a postal address for you):
○ when the Scheme is implemented; and
○ by when you will need to make a claim.
• You can make a claim by using the online Claims Portal or by completing and sending us a hard copy Claim Form as described above. The
Scheme provides for the agreement of Scheme Creditor’s claims, or if there is a dispute, an adjudication process for the resolution of the
dispute.
What happens if the Scheme does not go ahead?
• If Scheme Creditors or the Court do not approve the Scheme, it will not become effective. If this happens, the Lenders will enter insolvency
proceedings. In that case, you will still be able to make your claim against the Lenders, but we expect that you will not receive any cash
compensation at all.
Further information about the Scheme
• You can find more detailed information on the Scheme, why it is being proposed and how it will work by reading the Scheme Document.
This is available online at https://scheme.providentpersonalcredit.com. If you do not have internet access, and you would like to receive a
free hard copy of the Scheme Document, please request one using the contact details below.
• We’ve published a range of videos to assist you with claiming and registering on the Scheme Website visit https://scheme.providentpersonalcredit.com to view them.
• If you are concerned about the authenticity of any correspondence or you suspect that you may have received unauthorised or fraudulent
correspondence which claims to be from us in relation to the Scheme, please do not hesitate to contact us using the details provided below.
How to contact us
You can contact us using the following methods:
Telephone number		
			

0800 056 8936
Lines are open between 8.00 a.m. and 6.00 p.m. Monday to Friday (excluding bank holidays)

Email			

soa@provident.co.uk

Address			
Scheme of Arrangement Team
Provident SPV Limited
1 Godwin Street, Bradford, West Yorkshire BD1 2SU

Yours faithfully

Provident SPV Limited
Provident SPV Limited. Registered Office: No. 1 Godwin Street, Bradford, West Yorkshire, BD1 2SU. Registered number 12988335 England.
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Brown’s
ban gets
chopped

LET’S STICK
TOGETHER

By JONNY FORDHAM

Stu plea to team up with Jimmy

STUART BROAD insists he
several Covid outbreaks, with
By JOHN ETHERIDGE
and Jimmy Anderson should
late September a likely restart.
But England batting legend KP
not be rotated by England don’t see that rotation ploy being
with
run-ins
had
who
—
used in England.
this summer.
Broad, 34, is convinced the
pair remain part of the Test
team’s best bowling attack with
no sign of decline.
duo
record-breaking
The
played just one Test together out
of six during the winter as
England tried to protect them
from fatigue in the gruelling
heat of Sri Lanka and India.
With two Tests against New
Zealand next month, followed by
five against India, Broad wants
to get back in tandem with his
38-year-old bowling chum.
England’s old firm have taken
919 Test wickets in their 121
Tests playing together.
Broad, promoting NatWest’s
Cricket Force #GetSetWeekend,
explained: “By the end of last
summer, I think Jimmy and I
showed we’re both in the best
bowling attack in England. I

“There are seven Tests and,
although both of us might not
play them all, we have shown
great longevity and consistency.
“I’d hope for both of us to be
in the first Test of the summer.”
With the likes of Mark Wood,
Stone,
Olly
Robinson,
Ollie
maybe Jofra Archer and early
returnees from the IPL such as
Chris Woakes and Sam Curran,
there is plenty of competition for
seam bowling places.
Pace ace Archer steps up his
recovery from elbow and hand
problems against Kent today.
Pietersen
Kevin
Meanwhile,
says England’s stars CAN play in
the Indian Premier League if
they “stand together”.
Team supremo Ashley Giles
plans to block players from
appearing in the rescheduled
IPL, suspended last week after

team-mates
and
management
because of his own IPL interests
— believes that could lead to a
row over money and priorities.
He wrote on Twitter: “It’s going
to be v interesting to watch how
the ECB handle this issue around
not allowing its best players to
play IPL, if it’s rescheduled.
“When I went up against ENG,
I was alone. This time, it’s all
their best branded players! If they
stand together, they’ll play IPL!”
It is believed England’s players
will accept Giles’ instructions,
with no likely dissenters.
l Dates for this winter’s ASHES
are expected next week, with a
likely start in Brisbane on
December 9. Matches in Adelaide, Melbourne and Sydney
will follow, with the final Test in
Perth on January 14.
Tweet @JohnSunCricket

ENGLAND’S TESTS THIS SUMMER
NEW ZEALAND
First Test
June 2-6 (Lord’s)
Second Test June 10-14 (Edgbaston)
INDIA
First Test
August 4-8 (Trent Bridge)
Second Test August 12-16 (Lord’s)
Third Test
August 25-29 (Headingley)
Fourth Test
September 2-6 (The Oval)
Fifth Test
September 10-14 (Old Trafford)

THE OLD FIRM . . . Broad (left) and Anderson

MIKE BROWN dodged a
12-week ban for stamping
on Tommy Taylor’s head
— but still got six weeks
that instantly ended his
Harlequins career.
The full-back, 35, will
NOT play for his boyhood
club again as he joins
Newcastle this summer.
Brown (below) pleaded
guilty to stamping on Wasp
hooker Taylor’s head in
his 351st and final game
for Quins.
But because Sunday’s red
was his first
ever sendingoff, his original
threemonth
ban
was
halved
by the disciplinary panel.
The
RFU
said: “Having considered
the totality of the evidence
the panel was satisfied
that whilst this was a
stamp to the head, it was
not deliberate.
“The player has an
unblemished disciplinary
record over a long and
illustrious
career,
he
accepted the charge at
the earliest opportunity
and impressed the panel
with his honesty and obvious contrition throughout
the hearing.”
n DANNY CIPRIANI, 33,
has started training with
his new Bath team-mates
and could feature against
Sale tomorrow.

Exhibit 3

Scheme Claims Methodology
We will assess your claim by carrying out a number of checks and tests on your loan history. We will use
information held by us and information given by you on your Claim Form that may show if the loan was
affordable or not.

Some of the things we will check to see if your loan was unaffordable or not
include:
The number of loans you were given in a 2-year period
If you had an outstanding CCJ
If we did not carry out the right checks on your loan application

Other factors we will look at if you had fewer loans in 2 year period and one of the
following:
There was less than a 3-month gap between your loans
Your loan balance doubled from the start to the end of the year
You had other loans with other loan providers
Your loan was used to refinance a previous loan

Other factors that we will consider include:
An active and recent default on file
An unusual pattern of borrowing
A declining payment performance
Increasing loan amounts
High arrears

We may also take into account any other factors or circumstances. These include
your ability to understand if you could afford the loan or not and the loan terms.
This could be a result of, for example, Alzheimer’s or Dementia. Medical evidence
would be needed to support your claim.

CLIFFORD CHANCE

|

If your claim is upheld…

If your claim is upheld, we will work out your compensation by:
Taking the amount of interest you paid above your loan value
+
Adding 8% simple interest from the time you paid the interest

Example:
You took out a £200 loan and paid £100 interest on top of the loan. You paid
the interest 5 years ago.
Your compensation will be £100 for the interest you paid plus simple interest
at £8 per annum for 5 years (£40).
Total Compensation = £140

We will then set off any amounts that you owe to us from any other outstanding
loans you have with us

We will then contact you to let you know if your claim has been accepted and
the compensation value

We will then look at all the claims agreed with customers. We will then work
out what share we can pay to each customer out of the funds that we have

CLIFFORD CHANCE

|

Exhibit 5
PRIVATE & CONFIDENTIAL

Provident Personal
Credit Limited and
Greenwood Personal
Credit Limited

Estimated insolvency
outcome for
creditors as an
alternative to
a Scheme
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1. Scope and approach
•

•
•
•
•
•

We have considered the likely alternative should the proposed Scheme of Arrangement (Scheme) not be approved by either the
creditors’ vote or the Court. In this case Provident Personal Credit Limited (PPC) and Greenwood Personal Credit Limited
(Greenwood), entities within Provident Financial plc (the Group) will be placed into insolvency, likely to be either an administration or
liquidation, with an insolvency practitioner (“IP”) being appointed.
This document summarises the PPC and Greenwood Estimated Outcome Statements (EOS). The focus of the document is on PPC as
Greenwood is a dormant entity with few assets. An EOS is an analysis of the outcome for creditors, including customers due redress,
in an insolvency. Full details of the Scheme are detailed in the Explanatory Statement and Scheme documents.
The conclusion of the EOS is that in an insolvency there will be a shortfall of funds available to repay PPC’s preferential creditors.
Accordingly there will be no funds available for distribution to PPC’s other unsecured non-preferential creditors, and no funds
available for distribution to Greenwood’s creditors, including to customers with claims for redress.
This document has been prepared by PPC and Greenwood, having received advice from our professional advisers on relevant areas.
This advice has included consideration of legal and insolvency matters.
A range of possible insolvency outcomes have been analysed, varying the input assumptions to each. This document presents two
plausible scenarios which detail estimates of the outcome in alternative insolvency scenarios.
The starting point for the PPC EOS is the financial position as at 31 December 2020. We have updated the balance sheet for
movements since that date and utilised our projections to reach a forecast PPC balance sheet as at 31 July 2021. This date has been
chosen for the EOS as the closest month-end to a hypothetical insolvency date at which an IP would be appointed to manage the PPC
insolvency. This is assumed to be shortly following an unsuccessful vote at the Scheme meeting.
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2. Asset position
PPC has some assets which are expected to deliver value in an insolvency and some which are not expected to be cost-efficient for an IP
to collect or will not realise any value. As at the date of the EOS, we have forecast that PPC will have net assets with a booked value of
£219m.
£’m
Asset

Forecast booked value
at 31 July 2021

Estimated realisations
Scenario 1

Scenario 2

Intercompany debtor

131.1

0.0

0.5

Customer receivables

44.2

16.7

8.2

Tax assets

41.9

6.5

6.5

Other

2.2

0.9

0.9

Total

219.4

24.1

16.1

Intercompany debtor
• PPC has intercompany balances due from another Group company at the date of the insolvency:
○ There is a significant intercompany amount due from Provident Financial Management Services Ltd (PFMSL). This parent
entity of PPC provides PPC with management and administrative functions. This asset is almost 60% of PPC’s total net booked
assets at the date of the assumed insolvency;
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2. Asset position (continued)
Intercompany debtor (cont.)
○ As PFMSL’s major asset is its investment in PPC, it is expected that an insolvency of PPC would trigger a PFMSL insolvency. A
separate outcome statement has been prepared for PFMSL in order to estimate the recovery for PPC. This separate statement
estimates that, as PFMSL does not have significant realisable assets, the value able to be recovered by the PPC IP would be
significantly less than 1% of the booked value at the date of the insolvency; and
○ It is expected that the realisation from PFMSL would be paid to PPC within the same timeframe as the expected PPC insolvency.
Therefore additional costs will not be incurred by the IP extending the PPC insolvency in anticipation of a recovery from PFMSL.
Customer receivables
• PPC reports the value of its customer receivables according to whether each loan is performing or not. The gross carrying amount of
the asset is significantly greater than the net booked value of the £44m included within the EOS. Broadly, the net receivable is lower as
it excludes future interest due on loans and estimated recovery provisions reflecting the expected collections strategy and
performance. Despite this lower value, the future interest due on loans is still repayable by customers.
• PPC has implemented a mixed collection strategy including: (i) collections through Customer Experience Managers (CEMs), both in
person and by card; (ii) central collections into the contact centre; and (iii) Continual Payment Authority (CPA) and outsourcing to
realise the customer receivables asset. PPC has forecast the pattern of future collections based on its historical experience of the
performance of the receivable.
• In the scenarios, we have assumed that an IP would continue to retain the outsource provider and maintain the CPA to actively collect
the remaining customer receivables for a short period. However, the expectation is that an IP would not find it cost effective to retain a
CEM function which may not be motivated to operate efficiently in an insolvency and where the IP would not be involved in making
any new loans.
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2. Asset position (continued)
Customer receivables (cont.)
• The forecast pattern of future collections has been used as the basis of the realised customer receivables in the EOS. It is expected that
this pattern would experience a further amount of insolvency stress. It would also be reduced in value by set-off from customers with
both outstanding loans and valid redress claims. The estimated value of this set-off varies in the modelled scenarios to reflect the
uncertainty of the number of claims which would be received in an insolvency and uphold rates of these claims.
• Once the IP determines that the overall costs of operating the collections programme outweigh the potential recoveries for the
benefits of all creditors, or that continued collections will be uneconomical, it is assumed that a debt sale of the remaining asset
would be sought and negotiated. In Scenario 2 it is assumed that insolvency stress and set-off is greater and, as a result, this
determination is made earlier in the assumed insolvency than in Scenario 1.
• In Scenario 1, due to the extended time associated with the IP collecting the remaining outstanding loans, it is not anticipated that
such a sale would realise significant value for PPC. In Scenario 2 it is assumed that a debt sale would realise greater value for each £1
of loans sold. In both scenarios, the purchaser would face significant costs in making collections without the involvement of PPC e.g.
establishing IT support systems. In Scenario 2, these broadly fixed costs are offset against a greater collectable customer receivables
asset and therefore a purchaser is assumed to pay a greater proportion of the remaining receivable value.
• In either scenario, the total value realised from the customer receivables asset is expected to be much less than the value PPC might
otherwise expect to collect in a solvent, unstressed environment. Customers would still be required to meet their loan repayments,
whether collections are made by a CEM, the outsourcer, or whether their loan is eventually transferred to a purchaser. However,
collections are more difficult in an environment where there is no future lending.
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2. Asset position (continued)
Tax assets
• PPC expects to have current tax assets. These relate to amounts potentially due from other Group companies in exchange for tax
losses arising in PPC in 2020 and 2021. This amount is uncertain as the extent to which the rest of Group will have a need for such
losses in 2021 is unclear at present, as is the value which an IP would be able to negotiate for the losses. A discount has accordingly
been made.
• Whilst PPC has additional potential tax losses, represented as deferred tax assets, an insolvency would likely break the tax group such
that these losses would not be able to be utilised by the rest of the group.
Tax asset

Forecast booked value
at 31 July 2021 (£’m)

Estimated realisations
(£’m)

Current tax asset (2020)

4.3

4.3

Current tax asset (2021)

4.4

2.2

Deferred tax assets

33.2

0.0

Total

41.9

6.5

Other assets
• This item includes some physical assets and trade receivables. In addition, there is a cash balance within PPC, However, this is expected
to be very small at the date of the insolvency.
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3. Costs
Insolvency professional costs
• Professionals’ costs (covering both the IP and legal fees) are varied in the two scenarios modelled.
• An insolvency process is a complex procedure requiring the knowledge and experience of skilled professionals, including IPs and
lawyers, who charge fees at their professional market rates. In the two scenarios, the different collections strategies are assumed to
incur different IP and legal costs.
• There is an extensive PPC customer base and there will be significant costs associated with notifying customers and interacting with
them during the insolvency as is required of an IP.
Other insolvency costs
• In addition to professionals’ costs, the IP would incur further costs to continue to secure loan repayments and run the insolvency.
Whilst the costs incurred in Scenario 2 are expected to be less than in Scenario 1, costs in both scenarios are expected to include:
○ Staff costs - the IP would require the cooperation of existing staff to support PPC continuing to secure outsourcer collections
of loan repayments. There will likely also be a structure of retention and incentive payments to key staff to ensure motivation
is maintained during the insolvency process;
○ IT - material expenditure on the IT infrastructure will be required in order to maintain collections, despite the outsource
arrangement in place;
○ Outsource commission - this is the amount due to the retained outsourcer charged with securing ongoing loan repayments.
This is a fixed percentage of the amounts collected, however it is anticipated that this cost would be significantly less than the
cost of the IP trying to bring collections back in-house. The IP would need to design a completely new collections process and
hire, train and support the collections agents in order to undertake the work currently performed by the outsourcer. This cost
is expected to be greater than the cost of continuing the current arrangement; and
○ Property and other - there are other cost categories which are each less material than those specified above. Whilst these
costs would be rationalised by an IP where possible, a number are retained at reduced value as they are required to support
the ongoing operation of PPC in securing collection of the customer receivables.
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4. Secured and preferential creditors
Secured creditors
• PPC has a single secured creditor, the Senior Executive Defined Benefit Pension Scheme.
• This particular pension scheme has a charge against customer receivables. However whilst it is included in the PPC EOS, the
maximum exposure of this secured claim is estimated to be negligible in an insolvency.
Preferential creditors
• PPC is forecast to have over 650 direct employees at the date of an insolvency. Any of these individuals not retained at the start of
the insolvency would have a preferential claim. This consists of any arrears of pay and any unpaid accrued holiday pay, up to a
statutory maximum of £800 per person.
• HMRC is expected to have a secondary preferential claim in respect of any outstanding payroll taxes at the date of the insolvency.
This has been assumed to relate only to the month immediately prior to the insolvency with an estimate included for this value.
• Additionally, as disclosed in the notes to PPC’s latest filed statutory accounts, HMRC has a potential claim for some historic National
Insurance Contributions (NIC) and Pay As You Earn (PAYE) balances. If this claim crystallises, a portion would rank as a secondary
preferential claim in the insolvency. This matter is the subject of an ongoing HMRC review, which commenced in 2019, into the
employment status of agents engaged by PPC’s home credit business in the period from April 2014 to July 2017. Whilst the Group
remains confident, based on legal advice received, that agents were self-employed as a matter of law throughout their engagement
by the home credit business, it is recognised that the outcome of this review is uncertain. It is also expected that the review could
continue for at least another year. As disclosed in PPC’s latest filed accounts, if the outcome of the review is unfavourable to PPC, it
would be required to pay additional taxes. These will include, employer’s NIC, as well as PAYE and employees’ NIC, on the c.£80m
per annum commission PPC paid to agents in the UK for the years concerned.
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4. Secured and preferential creditors (continued)
Preferential creditors (cont.)
• Discussions with HMRC remain in the preliminary stages. The Group does not know the amounts of tax and NIC paid by agents
through self-assessment which are available for offset against any PAYE and employees’ NIC liability. It is therefore difficult to
calculate an accurate liability should the Group be unsuccessful in defending its position.
• HMRC has raised, or will shortly raise, protective assessments. These are a procedural matter to ensure that, in the event the
review concludes that taxes are payable, HMRC can recover amounts that would otherwise drop out of time due to the lapse of
statutory time limits. All of the protective assessments have been, or will be, appealed by PPC. Excluding interest on overdue tax
and any penalties, the protective assessments are expected to total £50m, being the full amount of NIC and PAYE before any offset
for tax or NIC paid by the agents through self-assessment. The preferential element of this amount is £31m.
• In an insolvency the IP would need to be put in funds by the unsecured non-preferential creditors in order to potentially defend this
claim. Apart from legal advice and potentially legal support in proceedings, costs may be required for the factual research required
to obtain a resolution. As creditors are facing a low value of realised assets, and the HMRC claim would need to be almost
eliminated for there to be any return to the unsecured non-preferential creditors, it is highly unlikely that they would fund the IP to
defend the HMRC claim.
• With the uncertainty surrounding the outcome of the review and the likelihood of an IP not being in a position to defend the claim,
PPC has estimated a possible value for this element of the HMRC preferential claim. This is reflected in the two scenarios presented
in this document. Scenario 1 assumes that the claim is valued at the expected total of the preferential element of the protective
assessments, noting that this does not include offset for tax and NIC paid by agents through self-assessment. Scenario 2 assumes
that there is an outcome to the claim which is 50% less than in Scenario 1. This 50% is not a recognition of any expected outcome
of the claim and is only included to illustrate a potential range to this preferential liability. In reality the IP only needs to
acknowledge a claim in excess of the assets available for the outcome to be the same.
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6. Unsecured non-preferential creditors
•

•

In an insolvency of PPC, there is expected to be a significant value of submitted unsecured non-preferential creditor claims. The EOS
groups these claims into a number of cohorts:
○ Redress claims - this is the most material cohort by estimated value. These claims are expected to be received from customers
seeking redress for alleged unaffordable lending claims. Any customers with a valid redress claim and who also have an
outstanding loan balance will first receive insolvency set-off of their claim against their outstanding balance. Thereafter, any
additional valid claim value will rank alongside all other unsecured non-preferential creditor claims, including those from
customers who do not have an outstanding loan balance. To reflect the uncertainty in the value of received claims from this
cohort in an insolvency, different assumptions have been made in each scenario;
○ Intercompany - PPC is expected to receive a significant unsecured non-preferential creditor claim from Provident Financial
Holdings Ltd, another Group entity, in relation to intra-group lending arrangements;
○ Pension scheme - this is a claim from a different pension scheme to that with a secured claim referred to earlier. This claim
would be against PPC as an employer, triggered by PPC’s insolvency and would be made under section 75 of the Pensions Act
1995. The claim represents PPC’s share of the shortfall in the pension scheme; and
○ Other - this cohort includes trade creditors, HMRC’s non-preferential creditor claim for employer’s NIC, and landlord
positions. The aggregate claim for this cohort is significantly less than the value of the claims in each of the other cohorts.
An estimate for the aggregate value of unsecured non-preferential claims has been included within the EOS. However, particularly in
relation to the aggregate value of unsecured redress claims where there are multiple factors which will influence the number of
claims which will be received, producing an accurate estimate is difficult. The values presented in the EOS for the aggregate value of
unsecured non-preferential claims may differ markedly from those which may be actually received in an insolvency of PPC. Further
work has not been undertaken as it is clear that there is no return to this class of creditor.
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7. Summarised PPC EOS output
We have modelled two plausible and realistic EOS scenarios to estimate the outcome of the insolvency for the PPC creditors. These
scenarios vary the assumptions underpinning (i) the possible realisations of assets by the IP; (ii) the value of secondary preferential
claims; and (iii) the values of unsecured non-preferential claims received, primarily through claim response rates from customers in an
insolvency. Each scenario also factors in a reduction in customer receivables asset value, via insolvency set-off, as a result of valid redress
claims being received from customers with outstanding loan balances.
Scenario 1

Scenario 2

Booked asset value at insolvency

£219m

£219m

Active collections period

Long

Short

Realised asset total

£24m

£16m

Collections and insolvency costs

(£19m)

(£10m)

Net funds available to secured and preferential
creditors

£5m

£6m

Secured and preferential creditor liabilities

(£32m)

(£16m)

Shortfall for creditors payable in priority to
unsecured non-preferential creditors

(£27m)

(£10m)

Unsecured non-preferential creditor liabilities

(£831m)

(£1,562m)

Recovery for unsecured non-preferential creditors

0%

0%
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8. Summarised Greenwood EOS output
•
•
•
•

Greenwood provided customer loans until it stopped trading in 2013. After Greenwood stopped trading, all of its business was
transferred to PPC. This included Greenwood’s responsibility to pay compensation to customers who were incorrectly issued a loan,
although the liability legally remained with Greenwood. Greenwood has subsequently been broadly dormant.
Currently, and as forecast at the insolvency date, Greenwood’s only asset of value relates to an intercompany debtor balance due
from Group. Greenwood also has an immaterial tax asset which consists of potential group relief recoveries arising from tax losses.
However, an insolvency would break the tax group and these losses would not be able to be sold within the Group.
The costs of an insolvency of Greenwood are expected to be significantly greater than the realisable value of the intercompany
balance, even if that asset realises at full value from Group. This is because Greenwood has many tens of thousands of customers
which would potentially be due redress.
Therefore, in all scenarios, all classes of creditors in the Greenwood insolvency would receive a nil recovery. This includes any
unsecured claims received from customers in relation to unaffordable lending redress.
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9. Conclusions
•

•
•
•
•

If an insolvency event occurs for PPC, the full booked net asset values will not be able to be fully realised by an IP. The major driver
for this is that PPC’s most significant asset is an intercompany debtor balance due from PFMSL. In turn, PFMSL's major asset is its
investment in PPC which would become worthless upon PPC's insolvency. Therefore an insolvency of PPC would trigger an insolvency
for PFMSL in which there would be no material return to any of PFMSL's creditors, including for PPC’s intercompany debt.
There is uncertainty over the ultimate position of a key claim which may be made by preferential creditors. As a result, a range of this
claim has been estimated in the two EOS scenarios with the estimated value which is most favourable to unsecured creditors being
applied to Scenario 2.
In both modelled scenarios, there is a shortfall to the PPC creditors payable in priority to unsecured non-preferential creditors.
Greenwood has negligible assets in comparison to the costs of an insolvency process. This therefore means that there would be no
recovery for any class of creditor.
It is therefore estimated that insolvencies of both PPC and Greenwood would result in no recovery for unsecured non-preferential
creditors, including those customers seeking redress for unaffordable lending claims.
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1. Summary of the material changes to the previously forecasted PPC balance sheet as at
31 July 2021
The previous forecast was prepared for the first Court hearing on 22 April 2021, based on December 2020 actuals. The updated forecast
utilises May 2021 actuals and the material changes are:
Customer receivables
• The net customer receivables balance has reduced from the previously estimated value at 31 July 2021 of £44.2m to a current estimate at 31 July 2021
of £33.4m. The reduction in the balance of £10.8m is due to a recalculation required by IFRS 9 following the announcement of PPC wind-down in May
2021, resulting in greater provisioning against the gross asset.
• This reduction is only a change to the accounting of the customer receivable. Management is comfortable that the assessment of future collections, and
the estimated recoverable value of the asset based on the future collections curve, has not changed from the previous forecast. Although recent
collections performance has improved, this is believed to be a temporary effect which will not impact future collections after an assumed 31 July 2021
insolvency. Therefore for the purposes of the EOS, the estimated realisable values in scenarios 1 and 2 have not changed.
Tax assets
• The forecast PPC tax asset balance at 31 July 2021 has reduced slightly since the last forecast (down £0.4m to £41.5m). However, management’s
forecast of how much loss arising in PPC could be utilised by other group companies has changed. There is now expected to be greater capacity for the
surrender of PPC tax losses to VBL and Moneybarn. Therefore a greater value is now estimated to be realised for these losses in an insolvency.
Intercompany debtors and creditors
• The forecast intercompany debtor value has slightly reduced since the previous forecast, resulting in a lower recovery from PFMSL. As before, an
insolvency of PPC would trigger a PFMSL insolvency with a dividend still significantly less than 1% able to be recovered by the PPC insolvency
practitioner.
• Since the previous forecast, there has also been a reduction in forecast intercompany creditors at 31 July 2021. This is due to a reprofiling of some cost
elements which are now expected to be incurred later in 2021.
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1. Summary of the material changes to the previously forecasted PPC balance sheet as at
31 July 2021 (cont.)
Trade and other payables
• This forecast creditor balance has increased by £20.0m from £14.2m to £34.2m. This is primarily due to increased provisions arising following the
announcement of PPC wind-down in May 2021. This has created increased payable balances, including in relation to anticipated redundancies and
associated expected business exit costs, which would rank as unsecured creditor balances in an insolvency.
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2. Updates to the forecast 31 July 2021 PPC balance sheet
This table shows the most material changes (as described on the previous slide) between the previous and most recent forecast PPC
balance sheets, both as at 31 July 2021. The table also shows the revised impact on the estimated realised asset values and creditor
balances, in comparison to the prior estimates made in April 2021, in the two insolvency EOS scenarios.

£’m

Forecast booked value
at 31 July 2021
PREVIOUS

Estimated realisations/liabilities in an insolvency

UPDATED

PREVIOUS
Scenario 1

UPDATED
Scenario 1

PREVIOUS
Scenario 2

UPDATED
Scenario 2

Customer
receivables

44.2

33.4

16.7

16.7

8.2

8.2

Tax assets

41.9

41.5

6.5

7.9

6.5

7.9

Intercompany
debtors

131.1

127.6

0.0

0.0

0.5

0.2

Intercompany
creditors

(303.0)

(278.2)

(303.0)

(278.2)

(303.0)

(278.2)

(14.2)

(34.2)

0.0

(20.0)

0.0

(34.2)

Trade and other
payables
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3. Updates to the EOS as at 31 July 2021
This table shows the impact on the EOS scenarios of the previously outlined updates to the forecast balance sheet.
PREVIOUS
Scenario 1
Booked asset value at insolvency

£219m

Active collections period

UPDATED
Scenario 1
£205m

PREVIOUS
Scenario 2
£219m

Long

UPDATED
Scenario 2
£205m
Short

Realised asset total

£24m

£26m

£16m

£17m

Collections and insolvency costs

(£19m)

(£19m)

(£10m)

(£10m)

Net funds available to secured
and preferential creditors

£5m

£7m

£6m

£7m

Secured and preferential creditor
liabilities

(£32m)

(£32m)

(£16m)

(£16m)

Shortfall for creditors payable
in priority to unsecured nonpreferential creditors

(£27m)

(£25m)

(£10m)

(£9m)

Unsecured non-preferential
creditor liabilities

(£831m)

(£826m)

(£1,562m)

(£1,571m)

Recovery for unsecured nonpreferential creditors

0%

0%

0%

0%
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4. Conclusions
•

The most notable change to the forecast PPC balance sheet as at 31 July 2021 is in the customer receivables balance. The reduction in
the balance of £10.8m is due to a recalculation required by IFRS 9 resulting in greater provisioning against the loan book. As
previously noted, management is comfortable that this is purely an accounting revision and that it has no bearing on the potential
recoverable amount of the asset in an insolvency. For this reason, there is no change to the insolvency EOS with respect to the
estimated realisable value of the customer receivables balance.

•

There is a small change in the estimated realisable value of the tax assets due to a revised forecast of how much loss arising in PPC
could be utilised by other group companies. This increases the net funds available to secured creditors in both EOS scenarios by
£1.4m but has no bearing on funds available to other creditors which remain in a shortfall position.

•

There are no other material changes in forecasts which lead management to believe that the EOS should be amended in either
scenario.

•

The estimated recovery for unsecured creditors in both scenarios remains 0% with significant cash shortfalls, even to creditors
payable in priority to unsecured non-preferential creditors.
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Prepared for
Provident Personal Credit Limited
Greenwood Personal Credit Limited
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.

Reliance restricted
Any person intending to read this report should first read this letter

Ernst & Young LLP
Strategy & Transactions

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

Provident Personal Credit Limited
No. 1 Godwin Street
Bradford, West Yorkshire
BD1 2SU
FAO: Neeraj Kapur
Project Natalie: independent review of the estimated insolvency outcomes for Provident Personal Credit Limited (“PPC”) and Greenwood Personal Credit
Limited (“Greenwood”) (together, “the Companies”) as an alternative to the proposed scheme of arrangement (“Scheme”)

17 June 2021

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

+44 (0) 20 7951 9904
sedel@parthenon.ey.com

Alan Hudson
Partner – United Kingdom
Turnaround & Restructuring Strategy
T
E

+44 (0) 20 7951 9947
ahudson@parthenon.ey.com

Nick Robinson
Associate Partner – United Kingdom
Valuation, Modelling & Economics
T
E

+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
E

+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.

T
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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.

+44 (0) 20 7951 9904
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
E

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

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

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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Ernst & Young LLP
Strategy & Transactions

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

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
T
E

+44 (0) 20 7951 9904
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
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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
dedkins@parthenon.ey.com

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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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)
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Abbreviations
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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.
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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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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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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.

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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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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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
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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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Likelihood of insolvency as the
alternative to the scheme
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
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

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.

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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7
Appendix
Sources of Information

Page
2828
Page

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

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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PROVIDENT SPV LIMITED
(the "Company")
21 June 2021
Proposed Scheme of Arrangement for customers of Provident, Satsuma, Glo and
Greenwood (the "Scheme")
Update
Why are we giving you this update?
We wrote to our customers (you) in March outlining our intention to implement a scheme of
arrangement for customers of Provident, Satsuma, Glo and Greenwood and informing you that
you may be eligible to make claims under the Scheme. At the first Court hearing on 22 April
2021, the judge, Sir Alastair Norris, gave us permission to convene a meeting of customers to
vote on the Scheme. Since that date, we announced the closure of our home credit business and
a judgment has been given on a scheme for another company, Amigo. We therefore want to
provide you with this update ahead of the meeting to vote on the Scheme on 19 July 2021.
The Scheme, and the statement explaining it (the "Explanatory Statement"), are available at
https://scheme.providentpersonalcredit.com. This update should be read with those documents.
The purpose of the Scheme is to assess and pay certain compensation claims against Provident
Personal Credit Limited ("PPC") and Greenwood Personal Credit Limited ("Greenwood")
(the "Lenders"). This update is sent on behalf of the Lenders and Provident SPV Limited, the
company proposing the Scheme.
You will find answers to frequently asked questions on our website (including on video).
We have also appointed Jon Yorke as a Customer Advocate to assist you with general
questions you may have about the Scheme and this update. All questions should be asked
using the contact details at paragraph 30 below and we will pass on questions for the
Customer Advocate to him.
Summary
●

On 10 May 2021, we announced that PPC would stop lending and would wind down
its business. Greenwood stopped lending in 2014 when it transferred its business to
PPC. PPC is unable to continue trading without significant funding from our ultimate
shareholder, Provident Financial plc ("PFG") and PFG has informed us that it will not
continue to provide this funding if the Scheme is not approved.

●

You may have heard that the Court rejected the Amigo scheme. Even though the Court
reached this decision about the Amigo scheme, we still consider it appropriate to
proceed with our Scheme because our situation is very different to Amigo.

●

PPC appointed an independent firm of accountants (Ernst & Young LLP) ("EY") to
report on our conclusions that (1) PFG has no value in the Lenders, (2) without the
Scheme customers will not receive any payment for any valid compensation claims, (3)
if the Scheme fails the Lenders are highly likely to commence insolvency proceedings
and (4) in insolvency proceedings, customers who have valid claims will receive no
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compensation (the "EY Report"). Their independent report supports our conclusions.
The EY Report is available on the website.
●

PFG continue to believe that the Scheme is fair because, in the Scheme, customers with
valid compensation claims have the right to share in the £50 million compensation fund
that PFG will provide to the Scheme. This will not happen without the Scheme. Without
the Scheme, we are highly likely to commence insolvency proceedings and customers
will not receive any payments for their valid compensation claims.

●

We will amend the Scheme so that, if PPC generates surplus cash between the Scheme
becoming effective and completion of the wind down of PPC, it will be paid to creditors
with valid claims in the Scheme. However, we believe it is highly unlikely that there
will be any surplus cash.

●

The Lenders are currently in the process of updating the Estimated Outcome Statement
contained in the Explanatory Statement. The Estimated Outcome Statement highlights
what customers are expected to receive in the insolvency of the Lenders. We will post
our update of it to the website, together with EY's review of it, as soon as possible.

●

We have appointed Jon Yorke as an independent advocate (the "Customer Advocate")
to respond to customers' questions about the Scheme, attend the Scheme Meeting and
provide a report to Court on his findings. The Customer Advocate has also hired a law
firm (McCarthy Denning) to provide advice to you about the Scheme if you want it. All
questions should be asked using the contact details at paragraph 30 below and we will
pass on questions for the Customer Advocate and McCarthy Denning to them.

●

Please read the rest of this update carefully. Please check the website regularly for
further updates.

Important note about voting
●

You have the right to have your say about whether or not you support the Scheme by
voting for or against it. If you have already voted, you can also change your vote.
Further details are at paragraph 28 below.

The closure of the Lenders' business
1.

PPC traded under the names of Provident, Glo and Satsuma. On 10 May 2021, PFG
announced that Provident had stopped making home credit loans and that the Provident
home credit business was being closed. Greenwood stopped trading in 2014 when it
transferred its business to PPC. Glo stopped lending in 2016. Satsuma suspended
lending in 2020 and will not recommence lending. PPC continues to collect repayments,
when they are due, from those customers who continue to have outstanding loans.
Otherwise, in an orderly way PPC is winding down its business and its immediate
parent, Provident Financial Management Services Limited ("PFMSL"), is winding
down its business which provides services to PPC. We call this process the "Managed
Wind Down".

2.

The Managed Wind Down is believed to be the most appropriate way to bring PPC's
business to a close. Compensation claims will be dealt with by the Scheme if it is
approved (rather than as part of the Managed Wind Down). However, if the Scheme is
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not approved, the Lenders and the Company are highly likely to commence insolvency
proceedings. In that case, PPC's business will be wound down by the person appointed
to carry out the insolvency proceeding, rather than through the Managed Wind Down,
and customers will not receive any payments for their valid compensation claims.
3.

Given the Managed Wind Down, PPC has applied to give up its FCA permissions to
enter into any regulated retail lending including home collected credit and high-cost
short term credit. The FCA has approved such application. Furthermore, no other part
of the PFG group (the "Group") has (or intends to apply for) permissions to enter into
home collected credit or high cost short term credit loans. Accordingly, no other part
of the Group will continue the Lenders' business or any other high cost short term credit
or home credit business. PPC continues to be regulated by the FCA, and will continue
to be so during the Managed Wind Down. Information about the Group's ongoing
business is set out in paragraphs 6 and 7 below.

4.

A sale of the PPC business was considered, but only one offer was received and that
offer would have involved PFG paying the buyer to wind down the PPC business rather
than continuing the business as a going concern. The offer was rejected because it
would likely prove to be more costly than running the business down ourselves.

Why the Scheme is different to the Amigo scheme?
5.

Since we published the Scheme, the FCA issued a statement in response to the Amigo
scheme being rejected by the Court. In that statement, the FCA said that it considered
the Amigo scheme to be inherently unfair as Amigo's customers were going to receive
much less than they were owed, but shareholders and other interested parties would not
be affected. We still consider it appropriate to proceed with our Scheme because our
situation is very different to Amigo. In particular:
(a)

Amigo plans to carry on lending, but PPC is closing its business; and

(b)

there is no future value in PPC's business for its shareholder, PFG.

For these reasons, the alternative restructuring options that may be available to Amigo
are not relevant to the Scheme and the Lenders are highly likely to commence
insolvency proceedings if the Scheme is not approved.
6.

PFG announced on 10 May that going forward the Group will be focussing on its
existing credit cards, vehicle finance and mid-cost personal loans businesses. These
businesses are separate and different to the business which has been conducted by the
Lenders. PFG plans to grow its mid-cost personal loans business. This business will
focus on customers with credit scores in the range of 540 to 620, will not use any of the
Lenders' customer data and will use a new IT platform.

7.

As part of the Managed Wind Down PFG is required to consider whether it can offer
affected employees alternative roles elsewhere in the Group. PFG expects to be able to
offer some members of management and staff, who will otherwise be made redundant,
positions in other parts of the Group wherever possible (including in the mid-cost
personal loans business). However, no final decisions have been made.
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Why will the Lenders commence insolvency proceedings if the Scheme is not approved?
8.

If the Scheme is not approved by Scheme Creditors or the Court, PFG has told us it will
stop providing financial support to the Lenders immediately. If PFG stops funding the
Lenders, the Lenders and the Company will be required to start insolvency proceedings
immediately afterwards. This is because the amount these companies owe is
significantly more than the amount that they can expect to collect from their customers
and, without PFG support, their respective directors do not consider that there is any
reasonable prospect of avoiding insolvency. If the Company and the Lenders were to
keep trading in those circumstances, their directors would be in breach of their legal
obligations.

9.

PPC's business has become unviable for the reasons explained in the Explanatory
Statement. PFG is a separate company to the Lenders and PFG is not legally required
to fund the Lenders or pay any claims owed by them. The PFG Board owes its duties
to PFG and is legally required to act in the best interests of PFG having regard to all the
interests of PFG and the parties interested in PFG. Consequently, PFG has made clear
it will not continue to fund PPC's business as a going concern and will not fund the
Managed Wind Down going forward if the Scheme is not approved.

Why are other unsecured creditors of the Lenders expected to be paid in full?
10.

The Managed Wind Down involves PPC continuing to incur costs. From the end of
July 2021 these costs are expected to amount to between £32 million and £40 million,
including intra-group services and redundancy compensation. They are described
further in the EY Report. These costs are not expected to be covered by PPC's income
and PFG will fund the difference. PFG considers this is appropriate and that there is an
overall cost-benefit to PFG doing so as it allows the Scheme to proceed, avoids the
Lenders' insolvencies and, if the Scheme becomes effective, ensures that customers
obtain some compensation for their valid compensation claims. This is also of benefit
to PFG for the reasons described in paragraph 14 below.

11.

Once the Scheme is effective, the creditors and expenses that will be paid in full are the
following:
(a)

Employees. We are sorry to say that, unavoidably, a large number of staff will
be made redundant due to the closure of PPC's business. However, certain
employees will need to be retained through the Managed Wind Down to deal
with customers' queries, collect outstanding loans and wind down the business
in a controlled way. Until they are made redundant these employees will
continue to provide a valuable service to the Group and consequently their
salaries and redundancy compensation will be paid in full which we estimate to
total £18.5 million from the end of July 2021, when the Scheme is expected to
become effective;

(b)

Trade creditors. Trade creditors provide services that enable the Managed
Wind Down to be carried out. These costs are expected to amount to
approximately £21.5 million from the end of July 2021;

(c)

Certain customers with valid compensation claims. PPC determined that
customers whose valid compensation claims arise in relation to lending made
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on or after 18 December 2020 (being the date that the Scheme became a real
possibility) will be paid in full. PPC consulted with the FCA regarding this
decision. Since PPC was aware of the issues giving rise to compensation claims
and had already taken steps to ensure that ongoing lending complied with the
latest regulatory requirements, significant claims for material amounts are not
expected to arise in respect of such lending (if any). So far we have received
222 complaints in respect of loans issued on or after 18 December 2020. Of the
complaints received, we have upheld 135 and the average value attributed to
each of those complaints is £1,088. Customer claims which are not covered by
the Scheme will also be met in full, but based on previous experience these costs
are not expected to be material.
Review by an independent accountancy firm
12.

PPC asked EY, an independent accountancy firm, to carry out an independent valuation
of the Lenders, and review the likely estimated outcome for customers in an insolvency
compared to the Scheme and the Managed Wind Down. Their findings were as follows:
(a)

even if the Scheme is implemented, it is highly unlikely that any value will be
attributable to the equity and the intercompany debt holders of PPC and the
value in Greenwood is estimated to be between nil and £348,000. (In other
words, it is highly unlikely that the shares owned by our shareholders or the
debts that we owe to other Group companies are worth anything, even if the
Scheme goes ahead);

(b)

the market value of the equity and the intercompany debt of PPC and
Greenwood is estimated to be nil should the Scheme fail. (In other words, if the
Scheme does not go ahead, the shares owned by our shareholders and the debts
that we owe to other Group companies will not be worth anything);

(c)

should the Scheme fail, and PFG funding is not received, PPC and Greenwood
are highly likely to file for insolvency protection as soon as practicable; and

(d)

based on their review of the Estimated Outcome Statement, it is a reasonable
conclusion that no recoveries would be made by any redress claimants in an
insolvency of either PPC or Greenwood.

A copy of the EY Report is available through the website.
Why is PFG providing the £50 million Compensation Fund?
13.

Having carefully considered their duties and taken into account the interests of all
affected parties, the PFG Board continues to believe that PFG should pay £50 million
to the Scheme for the purpose of meeting customers' valid compensation claims while
also paying the related Scheme costs. Those related costs are now estimated to be
approximately £20 million. On the same bases, the view of the PFG Board is that it is
unwilling to pay or contribute any more to the Scheme.

14.

PFG decided to contribute £50 million to the Scheme and to pay the related costs to
implement the Scheme in order to avoid the Company, the Lenders and PPC's
immediate parent, PFMSL falling into insolvency proceedings. This is because the
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commencement of insolvency proceedings by the Lenders and PFMSL would be very
likely, among other things to:
(a)

leave the Lenders' current and former customers who have valid claims with no
compensation;

(b)

adversely impact those employees of PPC and PFMSL who otherwise would be
retained to carry out the Managed Wind Down before being made redundant
and would receive compensation. At the end of July about 40% of the staff
engaged in PPC's business are expected to remain employed for the purposes of
the Managed Wind Down;

(c)

lead to the incurrence of significant cost in relation to the insolvency
officeholders of the Lenders, the Company and PFMSL;

(d)

adversely affect the reputation of the Group as a customer focussed group whose
purpose is to help customers access the funds they need when others don't;

(e)

adversely affect the morale of employees in the wider Group and their
confidence in the Group doing the right thing by its employees;

(f)

adversely impact PPC and PFMSL suppliers who would otherwise be required
to support the Managed Wind Down and be paid in the ordinary course.
Insolvency of the Lenders or PFMSL may also trigger termination clauses in
commercial contracts elsewhere in the Group and in any event would impact
supplier confidence and perception; and

(g)

impact the confidence and perception of PFG's stakeholders including its
regulators, HM Treasury, its lenders and its shareholders which would be made
worse by the uncertainty around the consequences of the foregoing factors on
the wider Group.

15.

Determining the exact value of the matters described in paragraph 14 to PFG (which is
not responsible for paying the claims against the Lenders) is a matter of judgment rather
than science. However, in determining that £50 million was the appropriate amount,
PFG had regard to the fact that its subsidiary, Vanquis Bank Limited, is authorised as
a bank by the Prudential Regulatory Authority (the "PRA") and that consequently the
Group is required to maintain certain levels of capital (or excess value). PFG concluded
that the Group’s regulatory capital requirements (as imposed by the PRA) would not be
breached over the Group's three-year viability period required by the PRA. The £50
million contribution was included in forecasts of the Group’s monthly regulatory
capital requirements. Before the Scheme was launched, those forecasts showed that if
a larger contribution was made to the Scheme, the Group would not comply with its
capital requirements at certain points of its three year viability period.

16.

The Group's management presented their analysis regarding the £50 million capital
contribution to the PRA and the PRA has not raised any objection to the analysis on
prudential grounds.

17.

Although PFG is not obliged to provide any further financial support to the Lenders,
the PFG Board, having carefully considered their duties to PFG, taken into account all
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of the circumstances and considered the interests of all affected parties, reached the
judgment that it was appropriate for PFG to contribute £50 million (but no greater
amount) to the Scheme and to cover the related Scheme costs. On the same bases, the
PFG Board remains of this view and further concluded that absent the Scheme, it will
be necessary for it to cease providing financial support to the Lenders.
Will any additional contributions be made to the Scheme?
18.

From the effective date of the Scheme (which is expected to be on 31 July 2021) until
the date that the Managed Wind Down is concluded, PFG and PPC will monitor both
the cash received by PPC from non-Group parties and all expenses paid in respect of
the Managed Wind Down. The people appointed to supervise the Scheme will review
the cash received and the expenses paid. If the cash received in the Managed Wind
Down exceeds the expenses paid during this period (the "Surplus"), then PFG will (in
addition to the £50 million and the anticipated £20 million of Scheme costs) contribute
to the Scheme an amount equal to the Surplus, and that Surplus will be shared amongst
creditors with valid claims. The payment to the Scheme of an amount equal to the
Surplus means that customers will benefit, and the Group will not benefit, to the extent
that, after the Scheme becomes effective, the cash received exceeds the expenses paid
in respect of the Managed Wind Down. However, we do not expect a Surplus to become
available because it is highly likely that the expenses to be paid will be more than the
cash received. The Scheme has been amended to reflect the obligation to distribute the
Surplus by adding a new Clause 5.5. The updated Scheme is available at
https://scheme.providentpersonalcredit.com.

Appointment of a Customer Advocate
19.

In order to assist customers in respect of the Scheme, the Group has appointed Jon
Yorke to act as an independent advocate for customers (the "Customer Advocate").
Jon Yorke will be assisted by the lawyers McCarthy Denning to advise customers on
the Scheme. Jon Yorke's CV, and the full terms of his engagement are available on the
website.
What will the Customer Advocate do?
(a)

The Customer Advocate will review what we have said to customers about the
Scheme and ask us questions in order to establish an independent view of the
Scheme. He will then prepare a report to the customers affected by the Scheme,
setting out:
(i)

his view on whether the Company's communications to customers
adequately explain the effect of the Scheme on customers;

(ii)

the alternatives for customers if the Scheme is not approved; and

(iii)

whether he has seen anything arising out of the material reviewed
which raises any issues of fairness (the "CA Report").

We will ensure that the final CA Report is uploaded to the website as soon as
reasonably possible after we receive it (expected to be on or around 1 July
2021).
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(b)

(c)

The Customer Advocate will respond to customers' questions about the Scheme
and attend the Scheme Meeting. In particular, he will:
(i)

respond to questions raised by customers and/or arrange for them to
receive advice in respect of matters falling within the terms of his
appointment; and

(ii)

make a presentation to customers at the Scheme Meeting explaining
the CA Report and any later developments he thinks may be relevant
to customers.

The Customer Advocate will report to the Court (this report being the "Final
Report") and attend the Court hearing for the sanction of the Scheme. The Final
Report will cover:
(i)

the matters covered in the CA Report; and

(ii)

whether, from the Customer Advocate's interaction with customers, he
considers that they understand the choices they are being asked to make
under the Scheme.

20.

Whilst Jon Yorke and McCarthy Denning are appointed by the Company they will each
act independently of the Company, the Lenders and the Group and will owe no duty or
liability to the Group, including where their work draws conclusions which go against
the Scheme and/or if the Scheme is unsuccessful.

21.

If you wish to address any questions to the Customer Advocate and/or receive advice
from McCarthy Denning, you should direct those questions to the Company (for the
attention of the Customer Advocate) using the details provided at paragraph 30 below.
Queries will be grouped together and sent to the Customer Advocate. Responses will
be anonymised, grouped together and published on the website.

Balance Reduction Agreement Comfort Letter Update
22.

As the Company explains in the Explanatory Statement, a number of loans that were
issued by the Lenders have been sold to third party debt purchasers (the "Debt
Purchasers"). Please refer to Part B, paragraph 6 on page 11 of the Explanatory
Statement for a further explanation of the what this means for customers whose loans
were sold. In order to ensure that claims upheld in the Scheme are automatically subject
to set-off where an outstanding loan is currently held by a Debt Purchaser, the Company
is seeking to enter in a balance reduction agreement with each Debt Purchaser.

23.

PPC has currently identified a total of 6 Debt Purchasers. Whilst 8 Debt Purchasers
were identified in the Explanatory Statement, 2 of them have sold the loans purchased
by them to certain of the other remaining Debt Purchasers). PPC has now entered into
comfort letters with 5 out of 6 Debt Purchasers, where those Debt Purchasers have
confirmed that they intend to work with the Company and the Lenders to enter into the
balance reduction agreements.
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Conclusion
24.

We appreciate that the value of claims made under the Scheme may be a lot more than
the £50 million that PFG is voluntarily providing to the Company to pay to customers
with valid compensation claims and that this means that customers are likely to receive
significantly less compensation than the full value of their valid compensation claims.
However, we trust that customers will understand why PFG has determined that it
cannot continue to suffer losses in this business and recognise that the contribution of
£50 million to ensure that customers receive some amount of compensation is better
than the alternative of insolvency proceedings.

25.

As described in the Explanatory Statement, based on information currently available,
our best reasonable estimate is that valid claims will receive a cash payment of
somewhere between 5% and 10% of the full amount of their net claim. Illustrative
examples of how payments will be calculated are set out on page 34 of the Explanatory
Statement. The Explanatory Statement is available from the Key Documents section of
the website.

26.

PFG is consulting with the FCA and at the time of publication of this statement the
FCA continues to reserve its position in respect of the Scheme.

27.

Nonetheless, the Lenders and the Company continue to firmly believe that the
Scheme is a fair scheme. Without it, there will be no £50 million contribution, PFG
is expected to stop supporting PPC financially, in which case the Lenders will go
into insolvency proceedings with no recoveries for customers.

Voting
28.

29.

Customers are encouraged to vote in support of the Scheme. You can vote as follows:
(a)

if we had an email address for you, we sent you an email with buttons for easy
voting in mid-May 2021 and again around the date of this update. If you received
this email, you can vote using the voting options contained in that email; or

(b)

by filling in a Claim Form (including the voting section) and returning it so that
we receive it by no later than 5.00 p.m. on 14 July 2021. This can be done:
(i)

online
in
the
Claims
Portal
available
at
https://scheme.providentpersonalcredit.com, by filling in the Claim
Form (including the voting section), and submitting it online; or

(ii)

by downloading a Claim Form and following the instructions on it. The
Claims
Form
is
available
at
https://scheme.providentpersonalcredit.com or by calling us on 0800
056 8936.

If you have previously informed us of how you wish to vote and you wish to change
that vote, the easiest way to do so is online though the Claims Portal. Alternatively you
can submit a new Claim Form as described in the above paragraph 28(b).
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Contact
30.

If you have any questions for us or the Customer Advocate, you can contact us in the
following ways:
Telephone number

0800 056 8936
Lines are open between 8.00 a.m. and 6.00 p.m. Monday to
Friday (excluding bank holidays)

Email

soa@provident.co.uk. Please include your Scheme ID in any
email.

Address

Scheme of Arrangement Team
Provident SPV Limited
1 Godwin Street, Bradford, West Yorkshire BD1 2S

Website

https://scheme.providentpersonalcredit.com
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