In accordance with -

Rule 3.35 of the

Inlislvencyo(Etn(;Iand & A M O 3 _

e ey Notice of administrator’s proposals

Schedule B to the

&

Companies House

Insolvency Act 1986
*A7KJEQUY*
A12 10/12/2018 #196
COMPANIES HOUSE
u Company details

Company number | 0 /T’?,?FFFIT

2 Filling in this form
Please complete in typescript or in

Company name in full [ Nestor Primecare Services Limited

boid black capitals.

Administrator’s name
Full forenamefs) Anthony Steven

Surname Barrell

I Administrator’s address

Building name/number | Donington Court

Street | Pegasus Business Park

[Castle Donington

Post town | Derby
County/Region r
Postcode DIE|7]| 4 2|l U Z
Country ‘ United Kingdom
u Administrator's name o
Full forenamé(s) Zelf © Other administrator
Use this section to tell us about
Surname Hussain another administrator.
_ Administrator’s address e
Building name/number E 8 Other administrator
Use this section to tell us about
Street . | More London Riverside another administrator.
Post town | London
County/Regioln | ‘ :
Postcode . s jE |1 2 [rIT ]
Country ‘ 1 United Kingdom

04/17 Version 1.0




AMO3 .
Notice of Administrator’s Proposals

H - Statement of proposals
‘ t attach a copy of the statement of propasals
: . Sign and date

Signatur~

R et
'Signature date 5,? ,Tl?()j H@W@

Administrator’s
Signature




AMO3
Notice of Administrator's Proposals

B Presenter information

n Important information

You do not have to give any contact information, but if
you do it will help Companies House if there is a query
on the form. The contact information you give will be
visible to searchers of the public record.

All information on this form will appear on the
public record.

’ Contact name James Moran

@ Where to send

Company name

PricewaterhouseCoopers LLP

Add
| ™ Central Square

| 29 Wellington Street

‘ Post town

Leeds

County/Region

== [i[s[a[ [e[o[c]

‘ " United Kingdom

IDX

| " 0113 289 4067

Checklist

We may return forms completed incorrectly or
with information missing.

Please make sure you have remembered the

following:

O The company name and number match the
information held on the public Register.

O You have attached the required documents.

O You have signed and dated the form.

You may return this form to any Companies House
address, however for expediency we advise you to
return it to the address below:

The Registrar of Companies, Companies House,
Crown Way, Cardiff, Wales, CF14 3UZ.
DX 33050 Cardiff,

murther information

For further infermation please see the guidance notes
on the website at www.gov.uk/companieshouse
or email enquiries@companieshouse.gov.uk

This form is available in an
alternative format. Please visit the
forms page on the website at
www.gov.uk/companieshouse

This form has been provided free of charge by Companies House.

04/17 Version 1.0




coaccoraanne sds Farngraph 3ol Senenule B of tne inscleenoy A ek Ao
Sk 2250l e ivenoy TEng acg 300 Vales: Rufes 200

Nestor Primecare
Services Limited
(In administration)

Trading as Allied Healthcare

Joint administrators’ proposals for achieving the
purpose of administration

Date: 6 December 2018

Anticipated to be delivered on: 10 December 2018




Nestor Primecare Services Limited - in administration
Joint administrators’ proposals for achieving the purpose of administration

Table of Contents

Abbreviations and definitions

Why we've prepared this document

At a glance

Brief history of the Company and why it's in administration

What we've done so far and what's next if our proposals are approved

Statutory and other information

Appendix A: Group structure and recent trading history

Appendix B: Pre-administration oqsts

Appendix C: Copy of our report to creditors on the sale of the business and assets

Appendix D: Estimated financial position including creditors’ details

11

19

20

21

22

23



Nestor Primecare Services Limited - in administration
Joint administrators’ proposals for achieving the purpose of administration

Abbreviations and definitions

The following table shows the abbreviations and insolvency terms that may be used in this document:

Abbreviation or definition

Meaning

Administrators / we fus / our

Anthony Steven Barrell and Zelf Hussain

Allied / the Company

Nestor Primecare Services Limited (in administration) - trading as Allied Healthcare

Bank / RBSIF RBS Invoice Finance Limited, the secured creditor
BEIS Department for Business, Energy & Industrial Strategy
CVA Company voluntary arrangement under Part 1 1A86
CVL Creditors’ voluntary liquidation

cQac Care Quality Commission

HMRC HM Revenue & Customs

IABG Insolvency Act 1986

IR16 Insolvency (England and Wales) Rules 2016

preferential creditors

Primarily employee claims for unpaid wages earned in the four months before the
insolvency up to £800, holiday pay and unpaid pension contributions in certain
circumstances

prescribed part

The amount set aside for unsecured creditors from floating charge funds in accordance
with Section 176A 1A86 and the Insolvency Act 1986 (Prescribed Part) Order 2003

Purchaser / CRG Allied Health-Services Limited and Allied Health Support Limited, which are under the
conirol of Health Care Resourcing Group Limited (more widely known as CRG)

PwC PricewaterhouseCoopers LLP

RPS Redundancy Payments Service, part of the Insolvency Service, which is an executive
agency sponsored by BEIS, and which authorises and pays the statutory claims of
employees of insolvent companies under the Employment Rights Act 1996

RFF Receivables Finance Facility

Sch B1 1A86 Schedule B1 to the Insolvency Act 1986

secured creditor

A creditor with security in respect of their debt, in accordance with Section 248 [AB6

SIP

Statement of Insolvency Practice. SIPs are issued to insolvency practitioners under
procedures agreed between the insolvency regulatory authorities. SIPs set out principles
and key compliance standards with which insolvency practitioners are required to comply.
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Abbreviation or definition

Meaning

SiP9

Statement of Insolvency Practice 9: Payments to insolvency office holders and their
associates

SIP 13

Statement of Insolvency Practice 13: Disposal of assets to connected parties in an
insolvency process

SIP 18

Statement of Insolvency Practice 16: Pre-packaged sales in administrations

SPA

The agreement for the sale and purchase of the business and assets of the Company
dated 30 November 2018 and made between:

the Company (the Seller), acting through the Administrators;

Allied Health-Services Limited and Allied Health Support Limited (the Buyer);

Heaith Care Resourcing Group Limited (the Guarantor of the Buyer's obligations); and
RBS Invoice Finance Limited (in relation toc debts subject to a Receivables Finance
Facility).

TUPE

Transfer of Undertakings (Protection of Employment) Regulations 2006

unsecured creditors

Creditors who are neither secured nor preferential

WIP

Work in progress (unbilled amounts at the time of appointment relating to the provision of
care services prior to the administration)

Anthony Steven Barrell and Zelf Hussain have been appointed as joint administrators of Nestor Primecare Services Limited to manage
its affairs, business and property as its agents without personal (iability. They are licensed in the United Kingdom fo act as Insolvency
Practitioners by the institute of Chartered Accountants in England and Wales.

The joint administrators are bound by the Insolvency Code of Ethics which can be found at:
hitps:/iwww.gov.uk/government/publications/insolvency-practitioner-code-of-ethics

The joint administrators may act as controllers of personal data, as defined by UK data protection law, depending upon the specific
processing activities undertaken. PricewaterhouseCoopers LLP may act as a processor on the instructions of the joint administrators.
Personal data will be kept secure and processed only for matters relating to the joint administrators’ appointment. Further details are
availabie in the privacy statement on the PwC.co.uk website or by contacting the jeint administrators.
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Why we've prepared this document

On 30 November 2018, the Company went into administration and Zelf Hussain and | were appointed as
joint administrators.

We tell you in this document why the Company was put into administration. We give you a brief history of
the Company and set out our proposals for achieving the purpose of administration. We include details of
the Company’s assets and liabilities, and say how likely we are to be able to pay each class of creditor.

According to 1A86, the purpose of an administration is to achieve one of these objectives:

a) rescuing the company as a going concern, or if that is not possible or if (b) would achieve a better
result for the creditors than (a)

b) achieving a better result for the company’s creditors as a whole than would be likely if the company
were wound up (without first being in administration), or finally, if that is not possible

c) realising the company’s assets to pay a dividend to secured or preferential creditors.

In this case, we're following (b) to achieve a better resuit for creditors than would be likely if the Company
were wound up (without first being in administration).

Our job is to manage the Company until creditors agree our proposals for achieving the purpose of
administration and we’ve implemented themn so far as possible. After that the administration will end.

The whole of this document and its appendices form our statement of proposals for achieving the purpose
of administration.

We're not seeking a decision from the creditors to approve our proposals because we think the Company
doesn’t have enough assets to pay a dividend to unsecured creditors.

So, our proposals will be treated as approved unless enough creditors ask us to seek a decision to approve
them. This would happen if at least 10% in value of the total creditors ask us to do so (in line with Rule
15.18 IR16) within eight business days of the date we deliver the proposals to you.

If you've got any questions, please get in touch with my colleague James Moran, on 0113 289 4067,

Tony Barrell
Joint administrator of Nestor Primecare Services Limited
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At a glance

Pre-pack sale of business and assets |

Following our appointment as joint administrators of the Company on 30 November 2018, we completed a
sale of the Company's business and assets to Allied Health-Services Limited and Allied Health Support
Limited, which are under the control of Health Care Resourcing Group Limited {more widely known as
CRG) . As the Company did not own any significant assets, the outcome for creditors wili principally be
determined by recoveries from book debts owed in respect of services provided prior to the administration.
These debts are subject to fixed charge security in favour of the Secured Creditor.

The sale represented the best outcome for creditors in the circumstances and ensured the continuity of care
for its vulnerable service users. The sale resulted in around 8,500 employees transferring to the Purchaser,
atong with a licence to occupy all the Company's leasehold properties. Therefore the sale also helped
mitigate the level of unsecured creditor losses by reducing any contractual claims that could have arisen
from supply contracts, redundancies, counter claims and leases that may also transfer. In addition, as part
of the sale agreement, the Secured Creditor is providing funding for the Company in administration to
discharge November employee arrears and other costs, to safeguard business continuity and value in the

debtors.

Assets excluded from the sale principally include cash at bank, leased or third party assets, VAT and other
statutory records; and any non-essential business assets that may exist.

Our work in the administration

Whilst we have completed a sale of the business and assets, there remains a significant amount of work to
do in the administration. In broad terms, this is expected to include:

+ Dealing with the Purchaser on post-sale matters connected to the transfer of the business and assets
(eg contract novations and property assignments);

+ Dealing with administration funding and payment of the November employee arrears and other costs
referred to above;

*» Recovering opening bank balances;
e« Monitoring the deferred consideration in respect of debtor receipts;

e Collecting licence fees from the Purchaser and making ongoing payments of rent (and associated
casts) for the period of ongoing occupation;

» Assisting in the assignment or surrender of property leases;

. Fulﬁlling our statutory duties as joint administrators, including responsibility for the Company’'s VAT
and tax affairs; and

+ Winding down the Company’s affairs generally, with a view to its dissolution in due course.
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In just over six months’ time, we will update creditors on the progress of the administration, including the
above matters.

Estimated outcome for creditors

Amount owed % Recovery Forecast timing
For secured creditors £2.128m Uncertain Uncertain
For preferential creditors: Nil Not applicable Not applicable
For unsecured creditors: Not yet available Nil 7 Not applicable

in relation to the secured creditor, we explain in this report that recoveries are linked to the settlement of
customer invoices in respect of services delivered before appointment, the gross value of which is currently
uncertain and in the course of being ascertained. in addition, the amount owed at appointment is before
funding for November employee arrears and other costs which are estimated to be cE£5m.

All of the Company’'s employees have transferred to the Purchaser under TUPE. In addition, November's
employee arrears are being discharged as part of the transaction for the purpose of supporting the
continuity of the business, thereby preserving value in the book debts and WIP.

The transfer of employees and payment of these commitments will discharge liabilities that would otherwise
be preferential claims and therefore we are not anticipating any preferential claims against the Company.

The Secured Creditor's opening debt and funding of the commitments will be repaid from deferred
consideration from the sale of book debts and WIP. Whilst we expect debtors to pay invoices on normal
terms, until we have full information, we are unable to reliably predict when collections will be substantially
complete.

We have not yet received a Statement of Affairs from the Company’s directors showing the level of the
Company’s liabilities. We have received a list of creditors from the Company for the purposes of issuing
these proposals, however we believe that there may be significant further creditors, specifically in relation to
HM Revenue & Customs and CVA creditors (including the pension scheme). The overall level of liabilities
is expected to be material.

As the Company did not own any significant assets and could not continue to trade during an administration
process, we do not believe there was any other option that may have resulted in 2 beiter outcome for
creditors. As noted later, creditors who were bound by the CVA in May 2018 will shortly be contacted the
Supervisor of the arangement.

This is a brief summary of the possibie outcome for creditors based on what we know so far. You shouldn’t
use it as the main basis of any bad debt provision or debt trading. Please read the rest of this document.
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Actions required by you

Due to the anticipated outcome for creditors {(shown above), it is not necessary for us to seek a decision of
creditors to approve these proposals. Instead, they will be deemed approved unless sufficient creditors say
otherwise, in the matter described earlier.

We have sent these proposals to you because we believe you may be a creditor of the Company. In order
to notify us of your claim, please complete and retum a statement of claim form, together with supporting
information. A claim form and details on how to submit it, can be found online at

www.pwc.co.uk/alliedhealthcare.
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Brief history of the Company and
why it’s in administration

We've enclosed at Appendix C the information required to be provided to you by SIP16. Some of that
information is repeated below where beneficial or necessary to do so for the purpose of these proposals.

Background

The Company began its operations in 1972 in Staffordshire and grew to be one of the largest healthcare
providers in the UK.

The Company's main business was the provision of Homecare services to 13,000 patients in their homes
across England, Scotland and Wales. It also had a number of other divisions, including out-of-hours GP
services and a number of call centres. It had c.8,500 employees, including ¢.7,500 carers.

In Appendix A, we've provided a summary of the group structure and recent financial performance of the
Company.

The circumstances leading to our appointment

Earlier this year, the Company was experiencing significant cash flow pressures as a result of increasing
costs within the sector, a decline in care hours being delivered in a number of challenging contracts and
long standing pension scheme deficits. It proposed a CVA to deal with certain of these legacy issues.

The CVA took effect on 17 May 2018. In broad terms, the Company agreed to contribute to the
arangement from its cash fiow, for the purpose of a compromised full and final seftiement of the CVA
creditors.

However, in the period foflowing commencement of the CVA, the number of hours of care being deiivered
by the Company continued to decline. This put further pressure on cash flow and created difficulties in
delivering a refinance of lending facilities which were due to expire on 30 November 2018.

A combination of these issues led to concems being raised by the CQC around the future funding and
viability of the business and consequently its ability to continue to provide continuity of care. Consequently,
on 5 November 2018 the CQC wrote to all Local Authorities in England providing them with a Stage 6
Notification raising concerns about the viability of services run by the Company.

It advised the Local Authorities in England that the Company had failed to provide adequate assurances
regarding future funding and there was now a credible risk of disruption to services, waming users to make
contingency plans. The Stage 6 notification received media coverage and conseguently all the Company’s
customers are likely to have been made aware of the Company's position and for them to consider
contingency plans in relation to contracts with the Company.
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The Stage 6 Notification accelerated the reduction in future hours of care to be delivered for Local
Authorities and caused operational challenges through the disruption of staff retention and recruitment.

As a result of these increasing challenges, the directors took the decision to pursue an orderly but
accelerated saleftransfer of the Company's contracts to new providers, to ensure continuity of care for its
service users and deliver the best outcome for Company creditors.

We set out in more detail in Appendix C, details of the work undertaken prior to the administration, the
options considered, the reasons for the Company entered administration and why the sale to CRG
represented the best outcome for creditors and other stakeholders,

Pre-administration costs

PwC were originally engaged by the Secured Creditor and the Company to review the Company’s short
term cash flow and business plan in March 2018. In May 2018, the Company (in conjunction with its own
advisers, Turpin Barker Armstrong), propcsed a CVA to compromise its significant creditor liabilities.

PwC were not involved in the nomination or supervision of the Company’s CVA, however were retained on
behalf of the Secured Creditor over this period to continue to review the directors’ short term cash flows.
This role expanded to include the preparation of a contingency plan to assess options should the CVA not
be successful.

Following the CQC Stage 6 Notification in November 2018, a team from PwC were engaged by the
Company to support the directors with an accelerated sale process, which included the identification of {and
approach to) potential buyers for the business.

Some (but not all) of the above work was performed with a view to the Company entering administration,
including:

= Negotiating and substantially completing the sale of the business and assets of the Company;
¢ LUpdating key stakeholders on the progress of the sale process;

o Discussions with the Secured Creditor on the short term funding requirement whilst the sale process
was underway,

e Working with the Company’s directors and solicitors in preparing for the administration;
e Statutory documentétion and declarations required for effecting the appointments; and
+ Internal procedures in preparation for accepting the appointment.

The pre-administration costs incurred to the time of appointment on 30 November 2018 were £98,932, of
which £63,162 remained unpaid at the time the Company entered administration.
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Solicitors Gateley Plc and Pinsents Masons LLP were engaged directly by the Company and the Secured
Creditor respectively, for legal services in connection with the sale process and effecting the appointment of
administrators. Accordingly, we have not incurred any expenses in respect of legal fees.

By its nature, a pre-pack transaction involves the performance of work in the period prior to the appointment
of administrators, including the marketing activities and sale negotiations; with the sale completing shortly'
after the appointment of administrators. In the circumstances of this case, we believe this strategy was in
the best interests of the creditors as a whole and has enabled the statutory purpose of the administration to

be achieved.

Other work done before the Company entered administration related to the necessary preparatory and
statutory steps for placing the Company into administration in an orderly manner. It also ensured the
business could continue with minimal disruption and to maximise the cost effectiveness of our work.

More details on pre-administration costs can be found at Appendix B. To the best of our knowledge and
belief, no fees or expenses were charged by any other insolvency practitioner. The payment of unpaid
pre-administration costs as an expense of the administration is subject to approval under Rule 3.52 IR16
and doesn't form part of our proposals, which are subject to approval under Paragraph 53 Sch B1 1A86.

If creditors elect a creditors’ committee, it will be up to the committee to give this approval under Rule 3.52
IR16. Butif there’s no committee, then because we've said we think the Company doesn’t have enocugh
assets to pay anything to unsecured creditors, it will be for the Secured Creditor and preferential creditors (if
any) to do so instead.

10
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What we’ve done so far and what’s
next if our proposals are approved

Management and financing of the Company’s affairs and business

Sale of the business and assets

A sale of the business and assets of the Company to CRG was completed on 30 November 2018,
immediately following our appointment as joint administrators.

As required by SIP16, a detailed narrative explanation and justification of why a pre-packaged sale was
undertaken and alternatives considered, is enclosed at Appendix C. In summary:

» The principal assetls, being amounts owed in respect of care services provided prior to the
administration, were sold to the Purchaser with consideration deferred and payable on receipt of the
debts in the ordinary course of business.

e All other business assets were sold to the Purchaser for the nominal amount of £10, reflecting the low
value of assets actually owned by the Company.

e For reasons explained at Appendix C, the alternative outcome was most likely the insolvency of the
Company followed by a significant, necessary and immediate curtailment of trading operations in the
absence of sufficient funding for the business to continue trading. Had funding been available, the
outcome for creditors would have been significantly impacted by the additional costs of managing and
controlling a period of trading during the administration, the anticipated disruption caused by the
further loss of customer contracts and little prospect of enhancing asset values from an extended
period of marketing. The health and safety requirements for a business of this nature would likely
have themselves prevented the Company from trading during an administration.

# The sale to the Purchaser enables the statutory purpose of the administration to be achieved. It
represented the best offer received and so provided the best available outcome for creditors as a
whole in all the circumstances. Over 8,500 jobs were transferred to the Purchaser, together with
licences to occupy all of the Company's properties.

e The sale ensured the continuity of essential care to the Company’s 13,000 service users.

As part of the transaction, the Secured Creditor is providing funding to the Company in administration for
the payment of November employee arrears and certain other costs, for the purpose of ensuring the
continuity of care to service users and protecting value in the debtor ledger. in the short period since our
appointment, the Secured Creditor has provided funding of £1.7m and payments of £1.4m have been paid
as noted below.

11
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£000s
Funding received from the Secured Creditor ‘ 1,726
Employee arrears of wages . (1,389)
Balance held 337

Further payments in respect of these pre-appointment (but business critical} liabilities in the region of
c£3.6m will be paid when they fall due, again funded by the Secured Creditor.

Debtors

The principal asset in the administration is the amounts owed in respect of care services provided prior to
the administration. The total amount confirmed as owing at the time of our appointment is estimated at
c£7.8m, however this is subject to change once the Company’s records have been brought up to date,
particularly in respect of amounts unbilled at the time of appointment.

Debts were acquired (and will be collected) by the Purchaser; a strategy which is expected to maximise
recoveries for the following reasons:

e All the systems, records, employees and customer knowledge relating to these debts, have
transferred to the Purchaser; '

e The Purchaser will be liaising with the 1,400 debtors in the ordinary course of business and under
existing relationships;

* The Purchaser receives a share of the amounts recovered (as described in Appendix C); and

e Compared to alternative options, this approach is the most cost effective in the circumstances.

We will be supporting the Purchaser where required and monitoring the collection process to ensure the
strategy remains appropriate. However, it is too early to predict the eventual total amount that may be
recovered.

We will provide an update for creditors in our next report in around six months time.

Leasehold properties

The Company operated from 117 leasehold properties (representing 84 branches), including a leasehold
head office in Stafford. On appointment, a licence to occupy all of the leasehold properties was granted to
the Purchaser for a period of five months,

12
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We will be providing reasonable assistance to the Purchaser over the coming months with regards to an
assignment or surrender of the leases. In the meantime, our intention is to continue to collect licence fees
and pay ongoing rent from the date of appointment. We will be writing to landlords as soon as possible with
regards to ongoing arrangements.

Employees

As part of the sale of the business and assets, all employees were transferred under TUPE to the
Purchaser. This mitigated employee preferential claims, whilst also significantly reducing potential
unsecured claims. As noted eardier, funding is being made available for the arrears of November's
employee wages and other certain costs, which in large part would have given rise to preferential claims if
not paid.

Funding the administration

In broad terms, we are expecting to make payments during the administration under the following
categories. The anticipated source of funding in each case is also shown.

Payment category ' Anticipated source of funding

Rent, service charge and other property related costs Licence fees paid by the Purchaser
Pre-appointment liability commitments in the SPA Funding from the Secured Creditor

Professional costs Deferred consideration and other sundry assets
All ather expenses ' Deferred consideration and other sundry assets

In the event of insufficient deferred consideration to pay professional costs and other expenses of the
administration, these would be funded by the Secured Creditor. ’

Connected party transactions

In accordance with SIP13, we are required to disclose any known connected party transactions that
occurred in the period following our appeintment or any proposed connected party transactions. We
confirm that no such transactions have occurred and none are expected.

Directors’ conduct and investigations

One of our duties is to look at the actions of anybody who has been a director of the Company in the three
years before our appointment. We have to submit our findings to BEIS within three months of our
appointment.

We also have to decide whether any action should be taken against anyone to recover or contribute to the
Company's assets. If you think there is something we should know about and you haven't yet told us,
please write to us. This is part of our normal work and doesn’t necessarily imply any criticism of the
directors’ actions.

13
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Objective of the administration

We're following objective (b) for the purpose of the administration, which is to achieve a better result for the
Company’s creditors as a whole than would be likely if the Companies were wound up {without first being in
administration).

We believe that this objective will be achieved as a result of the sale of the business and assets to the
Purchaser, principally through a significantly improved outcome for the Secured Creditor. The outcome for
other classes of creditors has also been improved, by virtue of minimising losses (and therefore claims),
including as a result of the transfer of employees and likely transfer of property leases.

We also believe that the continuation of the business by the Purchaser will enable us to achieve enhanced
realisations from debts than would have been achievable had the Company ceased trading.

We'll continue to manage and finance the Company’s business, property and affairs from Secured Creditor-
funding and assets realisations, as described above. We may also investigate and, if appropriate, pursue
any claims the Company may have. We’'ll also do anything else we think appropriate, to achieve the
purpose of the administration or to protect and preserve the Company’s assets or to maximise realisations
or for any other purpose incidental to these proposals.

Estimated outcome for creditors

Secured creditors

The outcome for the Secured Creditor is principally dependant on amounts received from book debts which
are subject to a fixed charge in its favour. We are supporting the exercise to bring the Company’s accounts
up to date, in order to understand the total amount owed.

However, based on current information and after reasonable provisions (including for the costs of the
administration), we don’t think the Secured Creditor will be repaid in full. The Secured Creditor's lending to
the Company as at the date of administration was c£2.1m and is secured by a debenture dated 30
November 2015. This security gives the Secured Creditor fixed and floating charges over all the
Company’s assets.

The additional amounts committed in respect of discharging pre-appointment liabilities will also form part of
the Secured Creditor's secured lending (representing an estimated further £6m, although this is subject to

change).

Preferential creditors (mainly employees)

All the Company's employees have transferred to the purchaser under TUPE, therefore we are not
anticipating any employee preferential claims. This is also the case because, as noted earlier, the Secured
Creditor has committed to funding the arrears of employee wages and related costs.

Unsecured creditors

In an administration, dividends generally become available for creditors from two potential sources (1) any
prescribed part fund and (2) any surplus remaining after secured and preferential debts have been repaid in -

full.

14
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The prescribed part is a fund that has to be made available for unsecured creditors. It's paid out of “net
property”. Net property is floating charge realisations after costs, and after paying - or setting aside enough
to pay - preferential creditors in full. But it only has to be made available where the fioating charge was
created on or after 15 September 2003.

The amount of the prescribed part is:

] 50% of net property up to £10,000; pius
. 20% of net property above £10,000; but
° subject to a maximum of £600,000.

The prescribed part applies in this case as there is a floating charge created on or after 15 September
2003. However, we don't think there will be a prescribed part dividend for the unsecured creditors because
we don't think the Company will have any net floating charge realisations. If it doesn’t, the value of the net
property and prescribed part will be nil.

Aside from the prescribed part, we don’t think there will be any dividend for unsecured creditors based on
what we know currently.

In the unlikely event that a dividend does become available, via the prescribed part or otherwise, the
following paragraphs will apply. ‘

1. In relation to any prescribed part, if we think the costs of agreeing claims and paying a prescribed part
dividend will be disproportionate to the benefits, we can apply for a court order not to pay the
prescribed part to unsecured creditors.

2. If we think there will be money for unsecured creditors other than from the prescribed part, we may
(but we won't have to) agree in principle the claims of unsecured creditors.

3. if we choose to agree unsecured claims, we may ask the court to allow us to pay dividends to those
creditors. If we choose not to ask the court for permission, a subsequent liquidator will formally
adjudicate on the claims agreed by us in principle and pay any dividends to unsecured creditors.

4. The amount of any dividend would depend on the final level of admitted claims, total realisations and
administration costs,

If you are a creditor bound by the CVA (approved in May 2018), the Supervisor has confirmed that you will
be contacted shortly with regards to the current position and status of the CVA. To the extent you do
receive a dividend from the CVA, you will need to reduce your claim against the Company in administration,
by that amount.

Please note that this guidance on dividend prospects is only an indication. You shouldn't use it as the main
basis for any bad debt provisions or debt trading.
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Nestor Primecare Services Limited - in administration
Joint administrators’ proposals for achieving the purpose of administration

Our fees and disbursements

Insolvency law currently allows fees to be calculated in three ways:

s As a percentage of the value of the property which we deal with (often referred to as a “percentage
basis™);

¢ By reference to the time properly given by us and our staff attending to the matters arising (“time
costs basis™); or .

e A set amount (a fixed fae).

The basis of our fees can be a combination of the above and different bases can be used for different parts
of our work., The fee approving body decides which basis (or combination of bases) should be used to
calculate fees, once it is satisfied that the fee basis proposed represents the most appropriate mechanism
in the circumstances of the case.

It will be up to a creditors’ committee to fix the basis of our fees and disbursements for services provided by
our firm {defined as Category 2 disbursements in SIP9). But if there’s no committee, because we've said we
think the Company doesn’t have enough assets to pay anything to unsecured creditors, we'll ask the
Secured Creditor and preferential creditors (if any) to do so instead. If creditors or the committee do not fix
the basis of our fees and Category 2 disbursements, we may apply to the court to fix them no later than 18
months after the date of our appointment.

However, before the basis of our fees can be approved, we must provide all creditors with a ‘Remuneration
Report’ containing the following:

1. Details of the work we have done and propose to do (much of which has been inciuded in this report).
2. Detalls of the expenses we expect to incur, and

3. [If any element of our remuneration is to be paid on a time cost basis, an estimate of the hours likely to
be incurred and the hourly rates for that work (a fees estimate).

We will be discussing our remuneration with the Secured Creditor in the first instance, as the only party
expected to have a financial interest in the administration. We currently intend to propose that our fees be
based on a time costs basis. We also intend to propose that disbursements for services provided by our
firm (defined as Category 2 dishursements in SIP8) are charged as per our firm’s palicy.

We will circulate our Remuneration Report to all creditors in due course confirming details of what is being
proposed.

Ending the administration

Our exit route will depend on the outcome of the administration. At the moment we think that the most likely
exit route will be one of those set out below.
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Nestor Primecare Services Limited - in administration
Joint administrators’ proposals for achieving the purpose of administration

No distribution to unsecured creditors

As we've said above, we don't think there will be any dividend for unsecured creditors. Assuming that's the
case, ance we've finished our work we'll file a notice with the Registrar of Companies and the Company will
be dissolved three months later.

But if we think that there are matters that should be conducted or investigated in a liquidation rather than in
the administration because, for example, of the additional powers available to liquidators (or if it's more cost
effective to do so), we may instead apply for a court order ending the administration and for the Company to
be wound up.

Prescribed part distribution only

In the unlikely event that a prescribed part is availabie for distribution, once we've paid any prescribed part
dividend and finished our other work, we’ll file a notice with the Registrar of Companies and the Company
will be dissolved three months later.

But if we think that there are matters that should be conducted or investigated in a liquidation rather than in
the administration because, for example, of the additional powers available to liquidators (or if it's more cost
effective to do s0), we may instead apply for a court order ending the administration and for the Company to
be wound up.

Distribution other than a prescribed part

In the unlikely event that a dividend other than a prescribed part is available for distribution, once we've
finished our work, we'll put the Company into creditors’ voluntary liquidation so that the liquidator can pay
the dividend. If this happens, we propose that Anthony Steven Barrell and Zelf Hussain are appointed as
joint liquidators and that any act required or authorised to be done by the joint liquidators can be done by
either or both of them. Creditors may, before these proposals are approved, nominate a different person or
persons as liquidator(s), in accordance with Paragraph 83(7)(a) of Sch B1 IA86 and Rule 3.60(6) IR16.

In our next report to creditors we will provide a further update on what we think the likely exit route(s) may
be, based on circumstances at that time.

Estimated financial position

The directors have not yet given us a statement of affairs for the Company. This is because we have
issued these proposals as soon as reasonably practicable and the directors are still in the process of
preparing the statement. A copy will be filed at Companies House in due course.

Pending submission of the directors’ statement of affairs, we set out at Appendix D the estimated financial -
position of the Company as at 30 November 2018, which has been prepared to the best of our knowledge
at this time.

As required by law, this includes detalls of the creditors’ names, addresses and debis, including details of
any security held. Details of employees and former employees of the Company and consumers claiming
amounts paid in advance for the supply of goods and services must be provided in separate schedules.
These separate schedules (if any) will not be filed at Companies House.
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Nestor Primecare Services Limited - in administration
Joint administrators’ proposals for achieving the purpose of administration

We have received a list of creditors from the Company for the purposes of issuing these proposals,
however we believe that there may be significant further creditors, specifically in relation to HM Revenue &
Customs and CVA creditors (including the pension scheme). The overall level of liabilities is expected to be
material and is expected to be confirmed in the directors’ statement of affairs.

We recognise creditors may want to contact each other to discuss certain aspects of the case. If you need
more information to be able to do this, please write to us or email your request to

katharine.herridge@®pwc.com and james.moran@pwc.com.
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Nestor Primecare Services Limited - in administration
Joint administrators’ proposals for achieving the purpose of administration

Statutory and other information

Court details for the administration:

In the High Court of Justice,
Business and property Court in Leeds,
Company and Insolvency List (ChD)

Court reference: 1219 of 2018

Full name:

Nestor Primecare Services Limited

Trading name:

Allied Healthcare

Registered number:

01963820

Registered address:

Cavendish House Lakhpur Court, Staffordshire Technology Park, Stafford,
ST18 OFX

Company directors:

Cari Michael Brown
Narinder Singh
Dr Caspar Friedrich Trautwein

Company secretary:

David Collison

Shareholdings held by the directors and
secretary:

Not applicable

Date of the administration appointment:

30 November 2018

Administrators’ names and addresses:

Anthony Steven Barrell of PricewaterhouseCoopers LLP, Donington Court, Pegasus
Business Park, Castle Donington, Derby OE74 2UZ and Zelf Hussain of
PricewaterhouseCoopers LLP, 7 More London Riverside, London SE1 2RT

Appointer's/applicant’s name and
address:

The directors of Nestor Primecare Services Limited, Cavendish House, Lakhpur
Court, Staffordshire Technology Park, Stafford, England, ST18 0FX

Objective being pursued by the
Administrators:

Objective (b}: to achieve a better result for creditors than would be likely if the
Company were wound up (without first being in administration).

Division of the Administrators’
responsibilities:

For the purposes of Paragraph 100(2) ol Schedule B1 the administrators may
exercise any of the powers conferred on them by the IA86 jointly or individually.

Regulation {(EU) 2015/848 of the
European Parliament and of the Council
of 20 May 2015 on Insolvency
Proceedings (recast) :

The Regulation applies to this administration and the proceedings are main
proceedings.
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Nestor Primecare Services Limited - in administration

Joint administrators’ proposals for achieving the purpose of administration

Appendix A: Group structure and

recent trading history

Adbed HOG
Hotdings Lamited

Allied HC Group
Timgted

" Pusiness ROI & NI
Gloint Venture)

- Holding company
] Trading company

£000s FY17 9m ended September 2018

£000s £000s
Revenue 183,955 123,181
Cost of Sales (132,683) (89,142)
Gross Profit 51,272 34,039
Overheads (35,095) (24,619)
Operations EBITDA 16,179 9,420
Central Overheads (15,539} (10,973)
Total EBITDA 640 (1,553)

EBITDA = Eamings before interest, tax, depreciation and amortisation
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Nestor Primecare Services Limited - in administration
Jeint administrators’ proposals for achieving the purpose of administration

Appendix B: Pre-administration
costs

The table below provides details of costs which were incurred before our appointment as administrators but
with a view to the Company entering administration.

Paid amount Unpaid amount

£ £

Our fees as Administrators-in-waiting 98,932 63,162
Expenses incurred by us as Administrators-in-waiting Nil Nil
Fees charged by other persons qualified to act as an insolvency practitioner Nil Nil
Expenses incurred by other persons qualified to act as an insolvency practitioner Nil Nil
Total 98,932 63,162

Our fees as administrators-in-waiting

Please note the following:

e Amounts paid were done so by the Company, under engagement letters with the Company dated 13
March 2018 (which was amended by variation letters on 23 July 2018) and 13 November 2018.

e Our work continued for the Company until it entered administration at 15:38 on 30 November 2018.

e Some £63,162 of fees remained unpaid at the date of administration.

We included details earlier in this report of the work performed with a view to the Company entering
administration.

Expenses incurred by us

Expenses relate to those incurred by our firm and our staff in performing the work, in accordance with our
firm’s expenses policy. Solicitors Gateley Plc and Pinsents Masons LLP were engaged directly by the
Company and the Secured Creditor respectively, for lega! services in connection with the sale process and
effecting the appointment of administrators. Accordingly, we have not incurred any expenses in respect of
legal fees.

Approval of pre-administration costs

The payment of unpaid pre-administration costs as an expense of the administration is subject to approval
under Rule 3.52 IR16 and doesn't form part of our proposais, which are subject to approval under
Paragraph 53 Schedule B1 IA86. We expect the Secured Creditor will be the relevant class of creditor to

review and approve these costs for payment in due course.
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Appendix C: Copy of our report to
creditors on the sale of the business
and assets

When viewed on our website, this appendix can be viewed by clicking the link:

Initial letter to creditors with SIP16 report
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To all known creditors

6 December 2018
Our ref: HP/KH/AlliedHealthcare/GBWB262/D355Gv2017
Dear SirfMadam

Nestor Primecare Services Limited - in administration (“the Company™)
{(Formerly trading as Allied Healthcare}

Why you've received this letter

The Company’s records show that you may be owed money by the Company. So, I'm writing to tell
you that, as shown on the enclosed notice, Zelf Hussain and | were appointed joint administrators of
the Company on 30 November 2018, We will manage the Company’s affairs, business and property
as its agents and without personal liability.

I'm also writing to tell you about the sale of the Company's business and assets.

The purpose of administration

The statutory purpose of an administration is to achieve one of these objectives:

a) rescuing the company as a going concern, or if that is not possible or if (b) would achieve a
better result for the creditors than (a)

b) - achieving a better result for the company’s creditors as a whole than would be likely if the
company were wound up (without first being in administration), or finally, if that isn’t possible

c) realising the company’s assets to make a distribution to secured or preferential creditors.

In this case, we are pursuing objeclive (b) in respect of the Company, as it wasn't possible to rescue
the Company as a going concern.

Sale of the business

We're pleased to tell you that on 30 November 2018, the Company’s business and assets were sold to
" Allied Health-Services Limited and Allied Health Support Limited, which are under the control of Health
Care Resourcing Group Limited (more widely known as CRG). Details of the sale are in the Appendix.

T: +44 (0) 113 289 4000, F: +44 (0) 113 289 4460, www.pwc.co.uk

PricewaterhouseCoopers LLP is a imited liability partnership registered in England with registered number OC303525. The registered offica of PricewaterhouseCoopers
LLP is 1 Embankmaent Place, London WC2N 6RH.PricewaterhouseCoopers LLP is authorised and lated by the Fi ial Conduct Authority for designated investment
business and by the Solicitors Regulation Authority for regulated legal activities.




.

pwc

The sale enables the statutory purpose to be achieved. As outlined in greater detail in the Appendix,
this represented the best offer the Company received, and so provided the best available outcome for
creditors as a whole in the circumstances.

Further details of the sale, can also be found on our dedicated website
www.pwe.co,uk/alliedhealthcare, which will be updated periodically to include progress reports on the
administration.

What you're owed

If you are owed money by the Company, please complete the proof of debt form, which can be foimd

online at www.pwc.co.uk/alliedhealthcare. Completed forms and supporting information should be
returned to The Joint Administrators of Nestor Primecare Services Limited, Level 8 Central Square, 29

Wellington Street, Leeds, LS1 4DL.

If your claim includes VAT, you may be able to obtain VAT bad debt relief six months after your
supply. Your local VAT office can help you with this.

The Company entered into a Company Voluntary Arrangement (“CVA”) on 17 May 2018. f you are a
creditor bound by that arrangement, the Supervisor has confirmed that you will be contacted shortly
with regards to the current position and status of the CVA. To the extent you do receive a dividend

from the CVA, you will need to reduce your claim against the Company in administration, by that
amount.

How we report to creditors

As administrators we have to prepare and send out our proposals setting out how we intend to achieve
the purpose of administration. Our proposals are being issued with this letter.

Your rights as creditors

Our appointment means that you can't start or continue legal action, enforce securily or repossess any
goods held by the Company unless we agree or the court allows it.

You can find information on administrators’ fees and your rights at:

Please contact us on 0113 289 4729, or at harpreet.panesar@pwc.com or james.moran{@pwc.com if
you'd like a paper copy free of charge or have any questions.
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Finally, you also have the right to opt out of receiving further documents relating to these proceedings.
Please see the attached sheet “Information provided to creditors on opting out in accordance with Rule
1.39" for full details.

The right to opt out only applies to documents required by the Insoclvency Act 1986 or the Insolvency
(England and Wales) Rules 2016 to be delivered to creditors generally or to a particular class of
creditors. It does not apply to documents or correspondence sent to people in a capacity other than as
creditor (e.g. as an employee) or to correspondence sent to individual creditors.

Any formal opt out request should be sent to us at the address listed above or by e-mail to:

creditorenquiries@uk.pwc.com.
Directors’ conduct

One of our duties is to look at the actions of anybody who has been a director of the Company in the
three years before our appointment. We also have o decide whether any action should be taken
against anyone to recover or contribute to the Company’s assets. If you think there is something we
should know about, please complete the relevant section of the claim form. This is part of our normal
work and doesn’'t necessarily imply any criticism of the directors’ actions.

Yours faithfully
for and on behalf of Company

Vo

Tony Barrell
Joint administrator

Enclosures: Appendix
Information provided to creditors on apting out in accordance with Rule 1.39

Anthony Steven Barreli and Zelf Hussain have been appointed as joint administrators of Nestor Primecare Services Limited to
manage its affairs, business and property as its agents without personal liability. They are licensed in the United Kingdom to act
as Insolvency Practitioners by the Institute of Chartered Accountants in England and Wales.

The joint administrators are bound by the Insoivency Code of Ethics which can be found at:
hitps:/imww gov.uk/govemment/publications/insolvency-practitioner-code-of-ethics

The joint administrators may act as controflers of persenal data, as defined by UK data protection law, depending upon the
specific processing activities undertaken. PricewaterhouseCoopers LLP may act as a processor on the instructions of the joint
administrators. Personal data will be kept secure and processed only for matters relating to the joint administrators’
appointment. Further details are available in the privacy statement on the PwC co.uk website or by contacting the joint
administrators.
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Information regarding the sale of the business and assets of Nestor Primecare Services
Limited on 30 November 2018 as required by Statement of Insolvency Practice No.16

Background Nestor Primecare Services Limited, trading as Allied Healthcare, began its operations in
1672 in Staffordshire and grew to be one of the largest healthcare providers in the UK.

The Company’s main business was the provision of Homecare services to 13,000
patients in their hormes across England, Scotland and Wales. It also had a number of
other divisions, including out-of-hours GP services and a number of call centres. It had
¢.8,500 employees, including ¢.7,500 carers.

Earlier this year, the Company was experiencing significant cash flow pressures as a
result of increasing costs within the sector, a number of challenging contracts, a decline
in the number of hours of care being delivered by the Company and long standing
pension scheme deficits. it proposed a Company Voluntary Arrangement ("CVA"} to
deal with these legacy issues.

The CVA took effect on 17 May 2018. In broad terms, the Company agreed to
contribute to the arrangement from its cash flow, for the purpose of a compromised full
and final settlement of the CVA creditors.

However, in the period following commencement of the CVA, the number of hours of
care being delivered continued to decline. This put further pressure on cash flow and
created difficulties in delivering a refinance of lending facilities which were due to expire
on 30 November 2018.

A combination of these issues led to concerns being raised by the Care Quality
Commission (“CQC™} around the future funding and viability of the business and
consequently its ability to continue to provide continuity of care. Consequently, on

5 November 2018 the CQC wrote to the 84 Local Authorities in England providing them
with a Stage 6 Notification raising concemns about the viability of services run by the
Company. The notice was not formally issued to local authorities in Scotland & Wales
and other customers, but they would have been aware of the notification from media
coverage,

The CQC advised the Local Authorities in England that the Campany had failed to
provide adequate assurances regarding future funding and there was now a credible
risk of disruption to services, waming users to make contingency plans which could be
implemented by 30 November 2018.

The Stage 6 Notification accelerated a reduction in care hours to be delivered in future
as contract termination notices were issued by customers and caused operational
challenges through the disruption of staff retention and recruitment.

As a result of these increasing challenges, the directors took the decision to pursue an
orderly but accelerated saleftransfer of the Company’s coniracts to new providers, to
ensure continuity of care for its service users and deliver the best outcome for Company
creditors.
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The source of the
administrators’ initial

We were originally introduced to the Company by its secured creditor, RBS Invoice
Finance Limited {“RBSIF” or “the Secured Creditor”) in March 2018, due to concems
over the Company’s short term cash flow.

The extent of the
administrators’
involvement before the

As noted above, we were originally engaged by the Secured Creditor and the Company
to review the Company’s short term cash flow and business plan in March 2018. in May
2018, the Company (in conjunction with its own advisers, Turpin Barker Armstrong},
proposed a CVA to compromise its significant creditor liabitities.

PwC were not involved in the nomination or supervision of the Company's CVA,
however were retained on behalf of the Secured Creditor over this period to continue to
review the directors’ short term cash flows and updated business plan. This role
expanded to include the preparation of a contingency plan to assess options shoutd the
refinance not be successful.

Following the CQC Stage 6 Notification in November 2018, a team from PwC were
engaged by the Company to support the directors with an accelerated sale process,
which included the identification of (and approach to) potential buyers for the business.
This was in addition to the team above that was preparing to implement a contingency
plan should an insolvency be required to deliver the sale transaction.

Historically, other PwC teams have undertaken immaterial assignmaents with the
Company, including the preparation of a financial model in early 2018 and some
taxflegal structuring work in 2016.

After careful consideration, we concluded that the above work provided no threats to the
fundamental principles set out in the ICAEW's Code of Ethics for Insolvency
Practitioners and therefore we weren't precluded from acting as administrators of the
Company. In particular, none of our work related to the causes of the Company’s
financial issues, the CVA or its failure, as described above.

As we confirm later, the party with the primary financial interest in the progress and
outcome of the administration is the Company's secured creditor, which consented to
our appointment,

Altarnative options
considensd by the directors
before format Insolvency
and by the administrators
on their appointment and
during the administration;
and the possible
outcome{s) of the
alternative options,
including why it was not
appropriate to trade the
business and offer it for
sale as a going concem
during the administration

In November 2018, the directors engaged PwC to assist with a sales process with the
objective of securing a sale of the Company, or a sale/orderly transfer of the Company’s
business and assets.

At the same time, the proposed administrators were engaged separately by the Secured
Creditor and the Company to consider the options available to the Company, pending
the outcotne of the sales process. This inciuded preparing contingency plans and
assessing the potential outcomes for creditors under a number of scenarios. The main
options considered were:

Sale of the Company;

Sale of the business and assets to a single provider;

Sale of the business and assets on a piecemeal basis to a number of providers;
A Company Voluntary Arrangement;

A frading administration; and

A wind down or closure of the business.
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In summary, the sale of the Company or its business and assets, was likely to provide a
better outcome for creditors than the other options identified, for the following reasons:

e A wind down or closure of the business was assessed to be the worst outcome for
creditors. This would be due to a significantly higher levet of creditor claims from a)
contract terminations, b} employee claims including for redundancy, and c)
landlord claims for unpaid rent and breach of lease agreements. In addition, a
closure would also have d) reduced the value realisable for Company assets, with
iower debtor realisations expected; plus the wind down wouid have needed
significant funding to pay arrears of pay, salaries and overheads during the wind
down.

The likely severe impact on continuity of care for patients and service users maant
that a wind down or closure of the business would have been the worst outcome
for all stakeholders.

s The Company had previously sought to implement a CVA, however this has not
been successful. With creditors’ arrears already part of a CVA, a further
compromise of creditors was unlikely to improve the viability of the Company, The
issues being faced by the Company were no longer batance sheet or creditor
related, but instead, were due to future funding/viability for which the Stage 6
Ngtification was issued. The reduction of hours of care being delivered, the loss of
contracts and difficulties in securing additional funding facilities would only make
this more challenging. Consequently, a CVA option was deemed 1o not be viable
({including because of the lack of time available to implement a CVA) or in the bast
interest of creditors.

® The theoretical benefit of continuing to trade the business in administration would
have been to provide additional time to secure the highest value from a sale of the
business. In this specific situation howeaver, trading was not considered possible
because of:

= the rapid contingency plans being implemented by Local Authorities, meaning
the business value was reducing as confracts were taken back by customers;

e prohibitive funding requirements in order to facilitate trading in an
adminigtration;

e the additional professional costs involved under a trading administration; and

s the material health and safety risks associated with trading a business of this
nature, in parficular under funding constraints.

All of these factors pointed to a quicker sales process being beneficial, both for the
outcome to craditors and in managing risks to service users. In addition, there was
no evidence from the marketing activities, explained below, that an additional
period of time wouid have improved the outcome for creditors over what has been
achieved. Indeed, any further delays in achieving a transfer of the business, would
tikely have accelerated the loss of customer contracts.
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An averview of the sale process undertaken and outcome of discussions is summarised
as follows:

o Marketing activities are described later in this Appendix, however in summary, the
potential sale of the business was discussed with a total of 136 parties, 69 of which
signed a non-disclosure agreement to receive further information.

e 27 parties ultimately made an offer for all or part of the business.

s Only one of the offers was for a sale of all of the business and assets. The
remaining offers were for a selection of branches or regions.

s None of the offers received were for a sale of the shares in the Company.

= All of the offers were for values which confirmed the Company would be unable to
repay its creditors in full and would be unable to avoid entering an insolvency
process.

At this stage, it was determined that the two best outcomes from creditors would be to
either a) progress with a sale of all of the business and assets fo a single provider, or b)
progress with a piecemeal sale to the best combination of regional offers.

As detailed below, the sale of the whole business was determined to be the most likely
course of action to provide the best outcome for creditors and was duly implemented by
us immediately upon our appointment. A piecemeal sale was subject to further due
diligence, would have taken more time, with value likely to decline as customers
terminated contracts. There would also have been significant transaction risk and there
could have been elements of the business, including employees, left behind and
resulting in risks to continuity of care.

In congideration of all the options available, a key factor was identifying where the
economic interest lay with regard to the respective rights of the creditors of the
Company. Cur assessment was that:

* In this situation, the economic benefit would only acerue to the unsecured creditors
if the debt of the secured creditor was settied in full.

e There is unlikely to be a prescribed part dividend with the majority of assets being
captured under the Secured Creditor’s fixed charge, secured on specific book
debts.

¢ From the evidence available, there appeared to be a limited prospect under any of
the options, for the secured creditor to recover its debts to a level where funds
would become available for unsecured creditors by way of an unsecured dividend.

» The secured creditor specifically consented to our appointment and released its
security as part of the sale, demonstrating their understanding that the best result
had been achieved for creditors with the primary economic interest.
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In summary therefore, it was determined that the sale to CRG provided the best
outcome for creditors and other stakeholders on the basis that:

s |t provided the optimum opportunity to maximise the recovery of book debts,
through both the structure of the deal and by providing the most timely and orderly
transfer of customer contracts to a new provider, thereby negating the risk of
ongoing losses and contract terminations;

» |t provided the best means of reducing employes liabilities, through offering an
opportunity of employment for all employees of the business; more specifically:

s Al employees transferred to the purchaser, offering the opportunity for
ongoing employment and mitigating employee claims for redundancy and pay
in lieu of notice; and

s As part of the sale, the Secured Creditor agreed to make funding available for
significant arrears of wages and salaries up until the transfer date (to ensure
continuity of care and preservation of book debt value}.

s The sale provided the best means to reduce landlord creditor claims, through
offering an opportunity to have a continued tenancy from the new business, across
all sites;

e The purchaser will be seeking to take on branches relating to the continued
delivery of fransferring contracts, mitigating issues for landlords under their
respective property leases; and

e The sale provided the mest optimal outcome for service users and ensured the
most effective and least risky solution to ensure the continuity of care of patients
and service users across the UK.

On this basis, an immediate sale presented the best way of preserving the underying
business, providing continuity of care and maximising the overall outcome for creditors
of the Company, through maximising debtor recoveries and minimising the employee
and other creditor claims from a going concern sale of the whole business.

MMMM
to consult majer or

PwC consulted with the secured creditor who consented to the appointment of the
administrators and agreed to the sale of the business and assets.

PwC and the Company also consuited with other stakeholders and creditors as part of
their involvement, including the:

Care Quality Commission;

Department of Health and Social Care;

UK Government Investments;

Asscciation of Directors of Adult Social Services; and
NHS England.

These stakeholders strongly indicated their preference for a sale/transfer of the
business as a whole given the risks around a piecemeal transaction to value and
continuity of care.
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Due to the expected economic interest falling with the secured creditor and the sensitive
nature of the sale discussions, customer contingency planning and short term cash flow
pressures, we were unable to hold further discussions with other classes of creditors in
advance of the appointment, in the interest of securing the best overall outcome.

and / or admin]strators

Raquests made to'potential | Tthe Secured Creditor continued to provide funding following the Stage 6 Notification
funders to fund working and for the: pre-packaged administration. This has included funding of payments of
capital requirements arrears of wages from November up until the date of the transaction that will be paid via
' ) the Company in administration.
Detalis of reglstered Charge holder; RBS Invoice Finance Limited.
charges with dates of Type of charge: A fixed charge over Company assets, a floating charge debenture and
creation ‘ a negative pledge.
' Assats charged: Any Company land, propenty, plant, stock, goodwill and trade debtors.
Date of creation: 30 November 2015.
Whether or not the | No business or assets have been acquired by the Company from an insolvency
business or assets have practitioner in the last two years, as far as we are aware.
been acquired from an
insolvency practitioner
within the previous two ~ ~
years
Marketing activities Marketing activities undertaken
conducted by the Company
In the period after 3 November 2018, the directors and PwC considered or contacted

136 parties to explore a sale of the business. These parties were identified either
through:

e The directors knowledge of the industry;
s Intemal PwC knowledge regarding potential buyers for the business; and

» Diract approaches from buyers to the directors or PwC, following the publicity
generated through media coverage.

The directors and PwC issued 114 non-disclosure agreements {NDAs) to interested
parties, enabling them to receive further information on the business and facilitate
discussions around a potential transaction.

The acquisition opportunity was not formally adverfised because:

* alarge number of interested parties had been identified by other means;
the parties identified included those likely to have an interest in the Company and
able to transact quickly;

s the Company experienced unsolicited media coverage on its difficulties, but which
did generate further interest; and

s there was a risk that wider advertising, in conjunction with the Stage 6 Nofification,
would accelerate the erosion of value as more Local Authorities may have sought
to change providers.
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Outcome

Some 69 NDAs were returned leading to the provision of further information to those
parties. A total of 27 offers were received for elements of the business, with offers
usually on a region by region, or branch by branch basis.

Those parties with interest in the most number of branches were prioritised to ensure
the most optimal outcome from a value perspective, but-also to ensure best opportunity
for the continuity of care across all regions, which would ultimately preserve debtor
realisations. One offer was received for the whole of the business.

Upon a review of the offers received, two primary options appeared for consideration.
Firstly, the offer for the whole of the business and secondly, a piecemeal sale to four
separate providers.

These offers were compared o one another and ranked in accordance with the
respective value propositions, a best casefworst case creditor outcome analysis and
timing/transaction risks.

Following this review (including discussions with the Secured Creditor and key
stakeholders}, both the directors and the proposed administrators assessed that the
option for the sale of the whole business to the single provider would provide the best
outcome for creditors and ensure continuity of care for the service users and should be
accepted {as outlined in previous sections}).

related company

Valuations of the business | The primary value assets of the business are its contracts and associated debtors. We
or the underiying assats have gained sufficient comfort on the market value of these assets through the sales
. a process described in this document.

Other assets are limited to fixtures, fittings and computer equipment (with book values
of £1.2m and £0.4m respectively}. These assets are all low value items and being
located at both head cffice and 84 branch locations across the country means any net
realisable value (i.e. after the costs of realisation) was expected to be negligible.
Therefore we: did not obtain any formal valuations of these assets.

Tha date of the transaction | 30 November 2018

Thae identity of the Allied Health-Services Limited and Allied Health Support Limited.

purchaser
On completion, the acquiring entities were not connected with any of the current
directors of the Company. We understand the purchaser may offer some of the directors
employment in the new business.

Whether the fransaction No other group companies are impacted by the fransaction.

impacts on more than ane
The Company is shareholder of a number of subsidiaries, all of which are dormant.
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Whether any directors had | No debts of the Company were guaranteed by the directors. The Secured Creditor is
given guarantees for not funding the new business.
amounts due from the
Company to a prior )
financier, and whether that
financier is financing the
new husiness
Details of the assats Assets included in the transaction:
Involved and the natura of | The ongoing contracts of the business {subject to assignment agreements with local
the transaction customers), book debts and work in progress (“WIP") {see deferrad consideration
’ agreement below}, the goodwill, intellectual property, fixtures and fittings, and computer
equipment.
Assets excluded:
Cagh at bank, leased or third party assets, VAT and other statutory records.
Any other relevant information as to the nature of the transaction:

s Book debts were subject to a Receivables Finance Facility with the Secured
Creditor . As part of the transaction, the Secured Creditor soid the debts to the
purchaser for a nominal sum in return for fixed charge security over the debts and
deferred consideration from the purchaser linked to the amount ¢ollected from the
{edger.

& The transaction in¢tuded a commitment to discharge employee amears and certain
other business critical liabilitics (totaliing c£5m) for the purpose of supporting the
continuity of the business, thereby preserving value in the book debts and WIP.

¢ These commitments will be funded by the Setured Creditor and it will be repaid
principally from deferred consideration in due course. The payments in large part
discharge liabilities that would otherwise give rise to preferential claims against the
Company, that would rank ahead of unsecured creditor ¢laims in any event.

= The purchaser has been given a licence to occupy all leased properties, pending it
reaching new amrangements with existing landlords.

The considerstion for the Amount of consideration:

transaction, terms of As stated above, the secured creditor is the party with the primary financial interest in
payment, and any the administration. Value for the secured creditor will arise from deferred consideration
condition of the contract from the sale of book debts and WIP to the purchaser. :

that could materiaily affect

the considerstion At the time of our appointment, the bock debt ledger was £7.8m. The value of WIP is

presently uncertain and we are awaiting further details when the Company's records
have been brought up to date.

The purchaser will undertake the collection of these acquired debts and receipts will be
shared between (1) the Secured Creditor as deferred consideration (to fund the payroil
and other criical costs noted above, with any surplus, to be paid to the Company should
the Secured Creditor be repaid in full) and*{2) the purchaser, by reference to a variable
percentage based on the aggregate amount collected.

1
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As noted previously, consideration in the transaction also included the commitment to
pay employee arrears and certain other business critical liabilities (totalling c£5m) for
the purpose of supporting the continuity of the business, thereby preserving value in the
book debts and WIP.

Company contracts, realisations of book debts and WIP would be under threat if
continuity of care could not be guaranteed through a new provider. The basis of this
transaction is to ensure an orderly transition of contracts, thus facilitating recovery of
trade debtors and WHP.

It is too early to predict what the level of deferred consideration will be.

All other business assets were sold to the purchaser for the nominal amount of £10,
reflecting the Jow value of assets actually owned by the Company.

Assets suhbject to fixed charge security:
Book debts — with a book value of £7.8m

Assets subject to floating charge:
Work in progress - the book value is presently unknown and will be confirmed in our

next report.

Date paid:
Realisations will be paid into existing Company bank accounts, with deferred
consideration payable by the purchaser immediately.

The Company has step in rights should it deem the purchaser is not making sufficient
progress with collecting the debts and has taken security, in conjunction with the
Secured Creditor’s existing security over the book debts.

Any options, buy-back
arrangements or similar
conditions attached to the
contract of sale

None, other than step in rights in favour of the Company,

i the sele is part of a wider
transaction, a description

of the other aspects of the
transaction

The sale was not part of a wider transaction.

Liksly outcoms for
ftors -

Secured creditors:

Amounts due to the secured creditor totalled ¢.£2.1m at the time of appointment. In
addition, the Secured Creditor has committed to fund employee arrears and certain
other business critical liabilities totalling cE5Sm, for the purpose of supporting the
continuity of the business, thereby preserving value in the book debts and WIP.

Repayment of this totat lending will be funded by deferred considaration from the sale of
book debts (with a ledger value of £7.8m) and WIP (cumrently indeterminate), plus any
other recoveries (including cash at bank}).

After taking account of the purchaser’s entitiement to a share of the book debt and WIP
recoveries and the anticipated costs of the administration, we currently consider that the
secured creditor will not recover its lending in full.

12
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Preferential creditors:

There are no preferential creditors expected as all employees were transferred to the
purchaser and payment of November's payroll liabilities are being made that would
otherwise be preferential claims.

Unsecured creditors:
No retum is expected for unsecured creditors.

The sale and the purpose
of administration

The statutory purpose of administration is to achieve one of these objectives:-

(a) rescuing the company as a going concern, or if that is not possible or if (b)
would achieve a better result for the creditors than {a)

{b) achieving a better result for the company’s creditors as a whole than would be
likely if the company were wound up (without first being in administration), or
finally, if that is not possible

(c} realising the company’s assets to pay a dividend to secured or preferential
creditors.

In this case, we are pursuing objective {b} as it was not possible to rescue the Company
as a going concemn. We confinm that the sale enables the statutory purpose to be
achieved. We also confinm that the outcome was the best available for creditors as a
whole in all the circumstances.

13
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The Insolvency (England and Wales) Rules 2016 (“IR1 6”)
Information provided to creditors on opting out in accordance with Rule 1.39

As part of our first communication with you, we are required to inform you about your right to elect to
opt out of receiving further documents relating to these proceedings as follows:

You have the right to elect to opt out of receiving further documents about these proceedings unless:

e the Insolvency Act 1986 requires a document to be delivered to all creditors without expressly
exciuding opted-out creditors;

e itis a notice relating to a change in the office-helder or the office-holder's contact details, or;

e it is a notice of a dividend or proposed dividend or a notice which the court orders to be sent to
all creditors or all creditors of a particular category to which the creditor belongs.

Any election to opt out will not affect a creditor’s entitlement to receive dividends, should any be paid
to creditors. Similarly, unless IR16 provide to the contrary, opting-out will not affect any right the
creditor may have to vote in a decision procedure or participate in a deemed consent procedure in
these proceedings, although the creditor will not receive notice of it.

If a creditor opts out, they will be treated as having opted out in respect of any consecutive insolvency
proceedings of a different kind in respect of the same company.

A creditor can opt cut at any time by delivering written notice to the office holder at the postal address

noted in the covering correspondence or by e-mail to: creditorenguiries@uk.pwc.com. The notice
must be authenticated in accordance with rule 1.5 IR16 and dated by the creditor. A creditor will be

treated as an opted-out creditor as soon as reasonably practicable after delivery of the creditor's
election to opt out.

An election to opt out can be revoked at any time by delivering a further notice to the office-holder in
writing, authenticated and dated by the creditor. A creditor ceases to be an opted-out creditor from the
date the notice is received by the office holder.

Should you have any questions on this process, please use the contact details in the covering
comrespondence.

14



Nestor Primecare Services Limited - in administration

Joint administrators’ proposats for achieving the purpose of administration

Appendix D: Estimated financial
position including creditors’ details

As the directors have not yet given us a statement of affairs for the Company, we set out below the

estimated financial position of the Company as at 30 Novemnber 2018.

Estimated
to realise
Notes £000s
Assets subject to fixed charges
Sale of business assets 1 -
Trade debtors 2 Unknown
Estimatad total fixed charge assets Unknown
Debt owed to the Secured Creditor on appointment 2,128
Accrued wages / subcontractor costs paid by the Secured Creditor 5,000+
Estimated surplus / {shortfall) to fixed charge holder 4 Unknown
Assets subject to floating charges
Sale of business assets 1 -
Work-in-progress 2 Unknown
Cash at bank 637
Estimated total floating charge assets 4 Unknown
Preferential creditors 5 Nit
Net property Unknown
Prescribed part fund 8 Unknown
Estimated amount available to floating charge creditors Unknown
QOutcome for creditors
Secured creditors
Amount available Unknown
Debt owed (including liabilities funded by the Secured Creditor)} 3 7,128+
Surplus / (shortfall) Unknown
Estimated recovery (before costs) Unknown
Non-preferential unsecured creditors
Amount available (before costs) Unknown
Debt owed 6,7 Not yet available

Surplus / (shortfall}

Estimated recovery {before costs)

Unknown

Uncertain, but likely to be 0%
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Nestor Primecare Services Limiled - in administration
Joint administrators’ proposals for achieving the purpose of administration

Notes:

1. The sale of assets other than book debts and WIP was for the nominal sum of £10 as explained
earlier in this report.

2. The statement excludes recovery rof the debtors which is a commercially sensitive figure at this time,
but is also subject to an ongoing exercise to bring the Company's records up to date, particularly in
respect of WIP.

3. The statement includes the effect on the Secured Creditor's lending as a resuit of its commitment to
fund certain employee arrears and other costs. Payments will be made by us at the appropriate time,
funded by the Secured Creditor.

4. Inline with the statutory format of a statement of affairs, the summary does not include any provision
for the costs of realising the assets or costs of the administration process.

5. Preferential creditors are expected to be nil, as a result of the transfer of all employees to the
Purchaser and payments referred to in (3) above.

6. The level of unsecured creditor debt has been obtained from the initial list of creditors provided by the
Company, but is subject to confirmation and potential to change as Company records are brought up
to date. The directors have been asked to provide a statement of affairs which should give a more
accurate position of the Company's debts. The statement of affairs will be filed at Companies House
on receipt. This guidance on dividend prospects is only an indication and should not be used as the
main basis of any bad debt provision.

7. We have received a list of creditors from the Company for the purposes of issuing these proposals,
however we believe that there may be significant further creditors, specifically in relation to HM
Revenue & Customs and CVA creditors {including the pension scheme). The overall level of liabilities
is expected to be materiafl.

8. We are unable to confirm the value of the prescribed part or any other surplus available for unsecured
creditors until such time as the position on deferred consideration becomes clearer. However as
explained in this report, we presently believe that there will not be a dividend for unsecured creditors
from the prescribed part or atherwise. This is principally due to the payment of committed liabilities in
the SPA (that in large part would have been preferential claims ranking ahead of unsecured creditors
in any event), and the costs of the administration.

24



Nestor Primecare Services Limited - in administration
Joint administrators’ proposals for achieving the purpose of administration

List of creditors

When viewed on our website, the list of creditors can be viewed by clicking the link:

List of creditors as af 6 December 2018
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