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| 1. Key messages

As required by insolvency legislation, this 1s our fifth report to creditors providing an update on the progress of
the admimistrations of the Companies (as defined below) This report provides a high-level overview of the key
matters 1n each case and does not attempt to report fully on the detail and extent of our work The key messages .
for the various stakeholders are set out below

There s the prospect of a dividend being paid to unsecured creditors of certain (but not all) of the Companies
from the ring-fenced prescribed part fund. However, due to the eshimated and significant level of total claims,
any dividend 1s likely to be very small and the timing 1s unconfirmed at present Please refer to Section 5 8 for
further details

Customers of Phones 4U Limited

The website at www pwe co uk/phonesqu contamns all the relevant information and contact details for previous
and existing customers If you are a customer {or previous customer), you have recerved this report because you
may be a creditor This may arse if you are owed cashback or free gifts (such as tablets or watches), orif you
had an unfulfilled phone order (e g 1Phone 6) The fact that you have received this report does not necessarily
mean that you are a creditor and any claims of this nature, if not already submutted, should be made against
Phones 4U Limited Details of how to lodge a claim are set out below

Creditors

If you are a creditor and have not already done so, please submit a claim form (which 15 available on the above
website) 1n respect of amounts owed at the time of our appointment, 1 order to lodge your claim for dindend
purposes A copy can also be obtamed by writing to the address below

Contact detatls (for clarm forms only) Phones 4U, ¢/o PwC, Central $Square, 8t Floor, 29 Wellington Street, Leeds,
LS14DL

Employees

If you are a former or current employee, you have received this report because our records show that you may be
owed money by Phones 4U Limited in relatton to the pered prior to our appointment  If so, please submit a
claim (as explained above) if you haven't done so already or alternatively, contact us at

phonesqu emplovees@uk pwe com, 1if you have any questions

We have paid the ‘preferental’ element of former employees’ claims in full Unclaimed preferential dividends
have now been passed to the Insolvency Service Any former employees who did not cash their preferential
dividend cheques should therefore contact the Insolvency Service on 0121 698 4268

Whlst we expect that a dividend will be paid on the remarning (‘unsecured’) part 1n due course from the
prescribed part fund, please note that this 1s ikely to take some bime for the reasons explained in this report

We provide further details on the outcorne of the recent Employment Tribunal decision 1n Section 5 1
Noteholders
We continue to haise with the holders of the Notes (as defined below)} These Noteholders are expected to have

the primary economuc interest in the progress of the Companies’ admimstrations

Contact details phones4u bondholders@uk pwe com

Phanes qU group — comparues it admuustration
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Commercially sensittve matters

In Section 5 1 we explain what we are doing to reahse the assets and deal with the habihties of Phones 4U
Limited Although we have reflected the receipts to 20 January 2017, consistent with previous reports we have
not disclosed the total eshimated realisable value for MNO receivables as to do so would be to disclose
potentally commercially sensitive information and may prejudice the value of realisations in the administration
We have not included any expenses n relation to the MNO receivables work stream within our estimated
outcome calculations (see Section 10), except to the extent that PwC and third party costs have been incurred to
20 January 2017

The same approach has been taken 1n respect of our 1nvestigatory work (see Section 5 6), from which no
prospective income has been assumed and no associated costs have been reflected, except to the extent that PwC
and third party costs have been incurred to 20 January 2017

In line wath previous reports and consistent with legal advice obtained, our esimates of dividend prospects do
not include these significant items and the actual divdend outcomes may be matenally different Therefore, our
estimates of dividend prospects should be treated with caution

Phones gl group — comparies in admimistraton
Page 4
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2.Abbreviations used in this report

“the Compantes”

“the Group” or “Phones 4U"

“the Admmistrators”, “Joint
Administrators” or “we”

“Aon”
“Anova”

“EE"
“Excluded Work”
YECA

“FOS”
“HMRC”
“ICAEW™
“1AB6"
“IR86"
“lncluded Work”™
“ING”

“LoC”

“LGI"
“Ligyds”
“LSG"
“MNO”
“Notes™
“Noteholders”
“pay
“PuC”
“pAg

“Proposals”

“PwC”

“RCF”

“ROT”

“Schedule B1 LA86”
“GLM”

“TUPE”

VAT

Phones 4U Linuted, Phones 4 U Group Lamited, PhonesqU Finance ple, MobileServ Limited, Phosphorus
Acquisitton Lumted, Policy Admunistration Services Litmited

the above Companies together with 4U Limited, 4U Wt-F1 Limuted, Jump gU Limited, Life Mobile Lrmited and

Phosphorus Holdco ple (sce www.pwe colib/phonesqu for details of insolvency procedures affecting these
companics)

David James Kelly, lan David Green and Robert John Moran in respect of Phones qU Linited, Phones 4 U
Group Limited, PhonesqU Finance ple, MobileServ Limited, Phosphorus Acquisition Liruted

Douglas Nigel Rackbam and fan Dawid Green m respect of Pohicy Admimstraton Senvices Limited
Aon Insurance Managers [sle of Man Limited

Anova UK Limuted

Everything Everywhere Limued

Work carned out by us in relatron to MNO recevabies and the potential iny estigations
Financial Conduct Authonty

Frnancia) Ombudsman Service

HM Revenue & f.‘ustoms

Institute of Chartered Accountants in England and Wales

The Insolvency Act 1986

The lnsolvency Rules 1986

Work carmed out by us i connection with the administration except for the Excluded Work
ING BankN V

Letter of credit

Lendon and General Insurance Company Linuted

Lloyds Bank Pic

Lifestyle Servtces Group Lumted

Mobiie Network Operator

Senior secured notes 1ssued by PhonesqU Finance plc, histed on the insh Stock Exchange
Holders of the above Notes

Phones 4U Linuted

Phones 4U Care Limited

Pohicy Admimstration Servaces Lanmted

The Adnumistrators’ statement of proposals for achieving the purpose of the administrations, dated 6
November 2014

PrnicewaterkouseCoopers LLP

Revolving credit facility

Retention of title

Schedule B1 to the Insolvency Act 1986

Service level metnc

Transfer of Undertaking (Protection of Employment) Regulations 2006

Value added tax

Phones 4l group — companzes in administration
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| 3.Introduction

We previously wrote to all known creditors to give notice that we were appointed Administrators of certain
companies in the Phones 4U group, as summarised below

Company Date of appoiniment
Phones 4U Limited * 15 September 2014
Phones 4 U Group Limited * 15 September 2014
Phones4U Finance plc * 15 September 2014
MobileServ Limited * 15 September 2014
Phosphorus Acqusition Limited * 15 September 2014
Policy Administration Services Limited * 16 September 2014
4U Laimited 15 September 2014
4U Wi-Fi Limited 15 September 2014
Jump 4U Limted 15 September 2014
Life Mobile Limuted 15 September 2014
Phospheorus Holdce Ple 8 October 2014

This progress report covers only the six Companies contained within a common secunty structure (ali indicated
by * above} Separate reports will be 1ssued to the creditors of 4U Wi-Fi1 Limited, Jump 4U Limited, Life Mobile
Limited (all now in hquidation) and Phosphorus Holdeo Ple (whach remainis in administration), as they are
outside of the secunty structure The admimstration of 4U Limited ended on 10 September 2015 and the
company has since been dissolved.

In accordance with Rule 2 47 IR86, we wnte to prowvide creditors with details of the progress of each
admunistration 1n the six months to 20 January 2017

We refer you to our Proposals for an explanation of why the Companies were put into admimistration and how
the purpose of each admmstration is expected to be achieved Subsequent progress reports explained the
progress m each case since our appomtment These reports continue te be avalable on our website at

www pwe co uk/phanesdu, the content of which 15 not repeated here unless considered beneficial or necessary
for the purposes of this update

We antiipate that our next report will be circuiated 1n approximately six months’ time

Yours faithfully
For and on behalf of the Companies

lan Green, Joint Administrator

Dawd James Keily, fan Dawnd Green and Robert John Moran have been appoinied as Jont Admwnstrators of Phones qUf Limued, MobileServ Lumted,
Phosphorus Acquisttion Lumited, Phones 4 U Group Limited and Phonesqu Finance Plc to manage their affairs, bustness and property as agents without
personal hability  Douglas Mgel Rackham and fan David Green have been appoinied as Jouni Admnistrators of Polcy Admimstranion Services Limited fo
manage its affarrs, business and property as agents unthout personal habihty

All are licensed in the United Kingdom to act as inselvency prachttoners by the ICAEW  The Joint Adnmnistrators are Date Controllers of personal data as
defined by the Data Protection Act 1098 PricewaierhouseCoopers LLP unil act as Data Processar on thewr mstructions Personal data wall be Rept secure and
processed only for matters relating to the administrations The Jont Admunistrators are bound by the Insolvency Code of Ethues which can be found at

Mips faunenr gov wb Jgovernment/pubiications/insol ency-pragtitraner-code-of-ethyes

Phones 4U group - companies in adminustration
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| 5.Progress in the period

In this section we focus on progress in the period covered by this report and only repeat details from our
previous reports where necessary or beneficial for the purposes of this update Therefore, creditors may
wish to read this sechon 1n conjunction wath our previous reports

Collectively these administrations are large and complex and therefore we have only provided an update on
the significant areas of our work, those matters hikely to affect the cutcome for creditors and key ongoing
matters and future work Our progress 1s also illustrated i the enclosed receipts and payments accounts
for each Company 1n Section 8

The following1s a summary of our work 1n the penod across the administrattons

s Collection of, and progressing strategy and imbating proceedings for the collection of, certain MNO
receivables,

+ Liasing with HMRC and spemalists on the resolubon of the remaiming complex VAT matter,

¢ Continued trading of the PAS business,

e Ongoing investigations into potennal claims,

s Contineed agreement of property lease surrenders,

* Progressing the unsecured claim agreement process in preparation for a prescribed part
distrtbution 1n PAS, P4U and MoleServ, and

e Sale of the remainder of residual stock

For more detailed background on these issues, please refer to our previous progress reports
5.1 Phones 4U Limited
Sale and wind-down of store network

We have completed the lease assignment process of the majonty of the 198 stores acquired by Vodafone
and EE Assignments on a handful of these leases were not progressed by EE and Vodafone and 1n these
instances we have requested informal surrenders of the leases from landlords

We have recently engaged spectalist legal advisors to help us progress the informal surrender of the
remaimng leases (where no premium value was identified) We have 1ssued surrender letters to all
respective landlords of the remaining properties Around 279 properties have completed so far (including
46 since our last report)

To date, we have recovered £1 2m 1n business rates refunds (of which £5k was received 1n the period) wath
the assistance of speciahist agents (CAPA) We understand from our agents that the recovery of business
rates 1s substantially complete and any further recoveries are hkely to be minimal

Phones 4U group - compantes i adnumistration
Page 9
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Stock

As previously reported, on appointment, the Group held stock with a book value of £89m, however, ROT
claims had been made over a significant proportion of that stock

Since our last progress report, we have realised £0 1m through the final sale of residual stock items at
auction

The auction process 1s now complete and we have disposed of all residual stock, for which there had been
no ROT claims and which had been deemed to have no value

MNO Receivables

Total receipts to 20 January 2017 1n this area of the admnistration are £56 4m as seen 1n the enclosed
receipts and payments account

Work continues to be performed to process ongoing customer behaviour information in order to update
estimated revenue models and work through discrepancies 1dentified between PqU records and those of the
MNOs A detailed narrative of work undertaken 1n this area over the last six months can be found 1n Section

74

‘We anticipate that substantial further payments will be received from MNOs dunng the course of the
administration Litigation has been commenced against one MNO seeking recovery of amounts which the
admunistrators consider are due As previously reported, this MNO has asserted that it has a substantial
counterclaim The admimistrators consider this counterclaim 1s without menit but the ihgation will affect
the tiring of receipts from this MNO

Retained and former P4U employees continue to work on this matter and we have a commission-based
programme 1n place to incentivise the employees to maximise recoveries During the penod covered by this
report, commussion amounts have acerued 1n hine wath the MNO receipts discussed above Total
commission payments to 20 January 2017 1n this area of the admimistration can be seen in the enclosed
receipts and payments account

Employees

At the start of the period there were six remaining team members assisting wath the collection of MNO
receivables Three employees left the business towards the end of thus reporting penod leaving three
employees remaming

We previously reported that a proportion of those employees made redundant on admimstraton had filed
protective award claims at vanous Employment Tnbunals across the country Around 60% of the claims
were struck out following the prehminary heaning held between 25 to 28 Apnl 2016

As a result of developments 1n the admimistration, the Employment Tribunal and Claimants were informed
1n August 2016, that we no longer considered there to be a justifiable econormic rationale for the
Admumstrators to pursue the defence of the remaining claims

Phones 4U group - companies in adnunistrahon
Page 10
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On 9 and 10 January 2017, the Employment Tribunal 1n Birmingham dealt with the outstanding claims on
papers and Employment Judge Lloyd made a protective award 1n respect of those claimants named in the
Judgement

Employees affected by the decision of the Employment Tnbunal need take no further action A proportion
of the protective award 15 payable by the Secretary of State (via the Redundancy Payments Office) and these
payments will be made directly to the employees, subject to deductions of any tax or social secunty
contributions

Any residual amount owing to employees after amounts paid by the Redundancy Payments Office will rank
as an unsecured claim against P4U (see Section 5 8) No action 1s required to submit a residual clairn

VAT habijthes

As previously reported, the court hearing for the first sigmificant VAT 1ssue, concerning the extent to which
the Compames could be hable to account to HMRC for VAT 1n the course of the relevant administrations on
connection commussions earned under the MNO contracts, took place on 21 July 2016 The court agreed
with the administrators’ views The heanng was 1n private due to the confidentiality restrictions 1n some of
the materials presented to the court However, the judge ordered a shghted redacted version of his
judgment to be published A copy of the redacted judgment 15 available at the British and Insh Legal
Information Institute website

The second and remaining significant VAT issue relates to financing arrangements entered into by P4U n
June 2013 and September 2013 which involved Trade Bill Discounting Facility Agreements between P4U
and Barclays The amount in question relates to VAT that, pursuant to P4U’s previous practice which was
agreed with HMRC, was considered by P4U to be payable to HMRC on matunty of the relevant bills

As previously noted, we have analysed this issue 1n detail and consider this methodology of accounting for
VAT to be incorrect We submitted an error correction to HMRC 1n September 2015 and whilst HMRC
expressed its views on the VAT issue, no written response was received until December 2016 when a VAT
assessment was raised

We have sought a review of this assessment, which 1s pending, and have also informed HMRC of our
intention to seek direchions on the underlying 1ssue, which 1s whether the VAT hability 1s a provable claim
or 15 payable as an expense  HMRC has not made a final decision 1n thas matter but if there 1s a difference
in view with HMRC, the admunistrators consider that the 1ssue should be determined by directions and that
this would prowide the quickest and most efficient means of resolving the 1ssue

The proper determunation of the VAT 1ssue will directly impact the funds available for distribution to
creditors Based on the quantum of bills of exchange outstanding at the point of administration, which has
been confirmed by Barclays, we consider the maximum exposure regarding this issue to be £37 4m

5.2 Policy Administration Services Limited

PAS 1s an FCA anthonsed insurance intermediary that sold mobile phone insurance to the pubhc on behalf
of its underwniter LGI On appointment, there were approximately 800,000 polhicyholders of which
approximately 75% had a Phones 4U Care policy and approximately 25% had a Premuerplan pohicy All
policies are renewed on a monthly basis and customers can cancel these at any time

Phones 4l group - compantes it admumstralion
Page 11
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Trading

We are pleased to report that the PAS business continues to perform well overall and broadly in ine with
our expectations The customer base has dechined slower than expected to approximately 220,000
policyholders as at the end of December 2016, of which 133,000 have a Phones 4U Care policy and 87,000
have a Premierplan policy The cost of claims has also been lower than expected We continue to expect the
customer base to reduce steadily to approximately 153,000 by 15 September 2017, the current end date of
the administration

In the last progress report, we reported that we adopted additional strategies to promote the longewvity of
the business

1 The retention of pohcyholders’ strategy allows pohcyholders to switch between the Premierplan
and Phones 4U Care policies Previously the only option was for customers to cancel their pohicy if
they were unhappy with the level of cover their policy provided This strategy has been successful as
1t has allowed the business to retamn approximately 3,000 policyholders who we would expect have
otherwise cancelled their pohicy, and

i1 From 1 QOctober 2016 Insurance Premum Tax increased from 9 5% to 10% As previously reported,
the business has absorbed these costs, as passing them on to policyholders may have resulted n
ncreased cancellations, which would be disadvantageous to the scheme

As described above, all policies are automatically renewed monthly until they are cancelled by customers
We continue to send our pohcyholders annual reminders to check that they continue to need their pohey
This 18 1n accordance with industry ‘best practice’ so that customers are treated fairly This exercise was
completed by the end of November 2016

Pnor to sending out the annual reminders, an exercise was undertaken to update the contact detals for
customers who have not been 1n contact with the business since 2005 or earher

Our prionty remains for customers to receive an efficient, high quality service whilst maximising revenue
for creditors Our team continues to momtor the qualitative and quantitative SLMs 1n accordance with the
LSG outsourcer agreement PAS continues to perform comparably with the highest achieving firms in the
sector in respect of claims accepted/paid, claims withdrawn/not completed and average claim process time,
which we monitor regularly through internal audits

We continue to momtor the supply chain to ensure that the service provided by LSG 1s as efficient and cost
effective as possible We have agreed with LSG that Phones 4U Care policy claims for replacement phones
will be fulfilled using LSG stock. This is consistent with the way Premerplan policy claims are fulfilled and
will reduce the time and effort required by LSG and the Administrators’ team to ensure that PAS has
adequate stock to fulfil Phones 4U Care policy claims

LSG continues to manage stock at very competitive prices for PAS and continues to dispose of any handsets
beyond economuc repair All proceeds from the disposal of handsets are remitted back to PAS

A Board meeting was held with the underwnter LG1 1n November 2016, where a full report was given in
respect of the operahon of the PAS scheme No concerns were raised by the underwnter We continue to
produce detaled monthly management wnformation reports for the underwnter to enable them to meet

their regulatory obhgations

Fhones U group = companies i adnumstration
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LGI benefitted from security in the form of a fully collaterahised LoC provided by ING In the penod, ING
infarmed us that it had elected not to renew its LoC which was due to expire on 15 January 2017 We
therefore undertook an exercise to secure a replacement LoC PAS successfully negotiated to reduce the
value of the LoC required by LGI from £4m to £1 5m, which has freed up cash of £2 5m Following
extensive negotiations, Barclays agreed to prowide a £1 5m LoC for PAS. Collateral for the Barclays LoC has
been provided by PAS

Some £4m was returned by ING on 25 January 2017 after the penod to which this report relates These
funds were received by P4U Limited (who had provided the onginal capital) and will be included wathin the
receipts and payments accounts 1 our next progress report

We continue to assess whether further returns will be maxamised by continuing to run off, or by exating the
PAS business

Asset realisation

We estimate the business will generate a net profit of approximately between £34m to £35m over the
period from the date of admimistration to 16 September 2017 (before tax, legal and Administrators' fees,
and payment of the prescribed part to unsecured creditors). This estimate 1s highly sensitive to policy
cancellations

Regulatory update

PAS continues to be authonsed and regulated by the FCA for insurance mediation activities and manages
customer claims and complaints processes on behalf of the underwnter LGI

We continue to momtor and regularly audit these processes and our findings have found no major or
systemic risk 1n the way the outsourcer handles these claims. PAS receives very few complaints and the FOS
upheld rate of PAS complaints during the last 12 months 15 8% (one case), which compares very favourably
to the industry norm of 40%-50%

Subsidiary

PAS 1s the parent company of a captive remsurer in the Isle of Man, P4UC, which reinsures the insurance
business

As reported 1n the last progress report, Aon became the captive manager from 1 July 2016 and 15 operating
1n accordance with the management agreement We have agreed with the board of P4UC that the solvency
buffer held by the captive be reduced by £1m to £1 1m

As at 20 January 2017, £23 4m has been paid in dividends from P4UC to PAS, of which £5 7m was paid
during the penod

5.3 Other companies

In earhier sections we have provided details of the main trading companies We set out below further
information on the other companies that are subject to this report, including the following summary of
asset realisahions to date

Phones qU group — compantes i admrustration
Page 13
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Durning the penicd, the only asset realisabions were interest of £2,57¢ and £27 in MobileServ Limited and
Phosphorus Acquisiton Limited respectively

Phosphorus
Asset realisations PhonesgU MobileServ Acgquisition Phones 4 U
{£’000s) Finance ple Limited Limited Group Limated
Cash at bank (Sterling account) 5 4,020 69 -
Cash at bank (currency account) - 726 - -
Investments - 445 - -
interest received - 266 2] -
Total realised 5 5,343 69 -

We previously reported that in February 2014, certain directors or members of the semor management
team entered into loans with MobileServ Limited The purpose of the agreement was to provide funding for
the directors to acquire shares i Phosphorus Jersey Lirmuted (the Group's parent company) To date we
have not agreed an early repayment with any of the counterparties and we continue to explere options
relating to the collection of outstanding amounts under the loan agreements which fall due for payment in
2019

Aside from this, there are no further known assets to realise 1n any of these four companies. However, we
consider that each of these four companies should remain m administration for the time being

We will bring these administrations to an end as soon as 1t 1s possible and appropnate to do so, bearing 1n
mind any benefits to the wider Group for them continuing 1n admimistrafion under our control

5.4 Change of Administrators

Robert Hunt, one of the previous Jomt Admunistrators, has retired from the firm and an apphication was
made to Court to remove him as an admimstrator of the Companies

We considered that 1t was necessary to replace Robert Hunt across the Group (excluding PAS) and an
apphcation was made to appoint David Kelly as Joint Administrator Dawid Kelly 1s licensed in the United
Kingdom to act as an insolvency practtioner by the ICAEW

The application was granted and so David Kelly replaced Robert Hunt as Joint Admunistrator across the
Group (excluding PAS) with effect from 8 November 2016

Dan Schwarzmann resigned from office as Joint Admimstrator of PAS on 8 November 2016 because he1s
no longer able to act as officeholder due to an internal reorgamisation within PwC We do not consider it
necessary for Dan Schwarzmann to be replaced

Robert Hunt and Dan Schwarzmann will be released from all habtlihes in respect of their conduct as
Administrator with effect from 28 days from the date of this report Creditors have 28 days from receiving
this notice to apply to Court to vary or discharge the Court order

Phones qU group -~ comparues in gadrmnistration
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As a result of the above changes, the court ordered a minor amendment to our propesals such that

= If PAS moves from administration to creditors’ voluntary liquidation, Robert Hunt and Dan
Schwarzmann will not become hquidators; and

» Ifany of the other Group companies moves from admimstration to creditors’ voluntary hquidation,
Robert Hunt will not become liquidator, but instead Dawid Kelly will become one of the iquidators
n respect of those compantes, together with Tan Green and Robert Moran

5.5 Secured creditors

As previously reported, the RCF lenders rehed upon set-off, pro-rata sharing and reinstatement provisions
under the finance documentation to effect a series of set-offs The effect of this process was that the RCF
lenders have been fully repaid (except for a norminal sum), 1n effect, leaving only the holders of £430m
senior secured notes 1ssued by Phonesqu Finance ple as secured creditors with balances outstanding 1n the
admanistrations

We have previously reported that during the set off process the Secunty Trustee exercised 1ts nght under
the inter-creditor agreement to withhold funds 1n order to indemnify 1tself In total at 20 January 2017, the
Secunty Trustee held £10m (less certain legal and trustee fees incurred and deducted since the balance was
retained) and a further £1ms held on trust in relation to potential claims of the Semor Note Trustee

We expect that all retained funds (net of any legal and trustee fees) wiil be returned to the secured
creditors, but have reflected the nisk that £2m 15 required to be used to fund any future claims 1n our lower
case estimated financial outecome statement (see Section 10)

In previous reports we have set out the members of the informal creditors’ committee of Noteholders An
addrtronal member, Attestor Capital LLP, joined the commuttee on 30 August 2016, We continue to
commumecate with members on a regular basis

We intend to hold a call with the informal creditors’ commuttee 1n the weeks following the release of this
report Minutes of this meeting will be available to download shortly afterwards at
www pwe co uk/phonesqu

Durning the period, we made a further request to secured creditors to approve, amongst other matters, the
basis of our fees in respect of the Excluded Work Approval was given and as a result of this and the
previous fee approvals received, in the period we drew fees relating to work performed between 15
September 2014 to 20 July 2016 Further details are provided in Section 5 7

5.6 Investigations

As part of qur duty to investigate what assets there are available to the Companies, we consider what, if any,
potenhal claims against third parties exast The law firm Quinn Emmanuel Urquhart & Sullivan LLP
continues to assist us in our investigations 1n this area, which remain ongoing

Pre-action correspondence has been issued to potential defendants and expert witnesses continue to assist
us in progressing the matter further Due to the potentially materal commercially sensitive nature of these
investigations we do not think 1t would be appropriate to disclose any further information at thus stage

Phones 4UJ group - compames i adrministrahon
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5.7 Administrators’ remuneration

Since our last progress report, we have obtained further wntten fee approval from the secured creditors
relating to administrators remuneration and drawn these fees in full This second fee approval
supplemented that previously received and relates to

1 the basis of our remuneration 1n respect of all work carned out by us 1n connechon with the
previously Excluded Work, being fixed by reference to the time properly given by the
Administrators and vanous grades of their staff in attending to matters ansing in the
admimstrations,

1 the payment of our remuneration 1n respect of the previously Excluded Work accrued up to (and
including) 20 July 2016, and
m the payment of our remuneration on the basis approved 1n the prior fee approval for Included
Work from 1 September 2015 up to {and including} 20 July 2016

We do notintend to seek approval at this time from the secured creditors 1n relation to future payments
made i accordance with the basis of fees agreed in respect of both the Excluded Work and the Included
Work We will include details of any such payments in future progress reports

We have now drawn fees up to 31 December 2016 Fees incurred to 20 July 2016 were drawn duning this
and pror periods and are shown 1n the receipts and payments account tn Sectton 8 Fees incurred during
the period 21 July 2016 to 31 December 2016 were drawn after the perod of this report and will be included
within the receipts and payments account in our next progress report

Further information on our remuneration policy, together with all information and analysis required by
Statement of Insolvency Practice No 9 and insolvency legislation is set out in Section 7

Section 7includes an estimate of the time costs that we expect to be incurred 1n the future as we conhinue to
progress the outstanding matters 1n the administrations (as set out in Section 5) It s these matters that
determune our future cost esumates In addition, there are certain ongoing matters (such as statutory
matters and accounting and treasury functions) that will contintue on each administration until they come
to an end As noted earlier 1n this report, we have not mcluded any expected future costs in relation to the
Excluded Work

Creditors have the nght to ask for more information within 21 days of recerving this report as set out in
Rule 2 48A IR86 Any request must be in writing  Creditors can also challenge fees and expenses within
eight weeks of receiving this report as set out 1n Rule 2 109 IR86. This information can also be found in the
guide to fees at

creditors-gandes/ereditors-

www icaew com/~/media/Files/Technical/Insolvenc.
adminstrators-fees-final pdf

A copy may also be obtained free of charge by telephoning Katharyn Froggett on +44(0)113 289 4155

Phones gU group - compuanies 1 adnuristration
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5.8 Outcome for creditors

Secured creditors

We remain of the view there will be insufficient funds to repay the Noteholders 1n full and that they are
therefore likely to have the primary economic interest 1n the progress and outcome of the admimstrations

Our outcome statement includes MNO receipts for the period 21 July 2016 to 20 January 2017 (in addition
to those recerved 1n prior periods), however we have not disclosed the eshmated future realisable value for
MNQ receivables, as to do so would be to disclose potentially commercially sensitive information and may
prejudice the value of realisations in the admimistration  Our outcome statement includes MNO receipts as
well as associated costs of these realisations for the penod

Certain other forecast costs such as retained team costs have been extended from 31 December 2016 to 15
September 2017 for both upper and lower eshmated outcomes For the reasons set out 1n Section 5 9 we
consider that an extension of the admimistrations will be necessary and this report will be used to support
our application to Court seekung an extension We have not forecast income and costs for the pernod
beyond September 2017 as the applhication has not yet been made or approved, however, this will be
presented in our next six monthly progress report

The forecast results for PAS are converging and we are pleased to say this 1s towards the upper case If PAS
continues to trade profitably and asset realisations exceed costs there 1s no reason to believe PAS will not
continue to run beyond September 2017

The range of estimated outcomes for the Noteholders has increased from 25% to 28% 1n our previous
progress report to 30% to 31% This increase 1s pnmarnly driven by MNQ receipts for the penod to 20
January 2017 offset by the associated accrued commissions as outhined 1n Section 5 1 and improved forecast
recoveries from PAS, partially offset by

» Anncrease In forecast admnistration costs due to additional work required to be performed in
relation to the significant VAT 1ssue outlined in Section 51 This increase in costs has been agreed
with the private noteholders, and

s  Certain other forecast costs such as retained team costs which have been extended from 31
December 2016 to 15 September 2017 on a higher case

We prowvide our esimated financial outcome statement 1n Section 10

Consistent with our previous progress report, the eshmated outcome excludes any potential future
recoveries from the MNO receivables or our investigatory work Administrator, legal and other professional
fees incurred to date with regards the MNO receivables and investigatory work have been incorporated, but
not potential future costs

For 1llustrative purposes only, our estimate includes the effect of the potental VAT hability (of £37 4m) in
connection with the Trade Bill Discounting Facility Agreements between P41 and Barclays being paid as an
expense of the administration (see Section 5 1, VAT habilities) in both the upper and lower case

Phones qU group — compantes in adrmimnistration
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There are still a number of matters to resolve before we can give any more accurate indication as to either
the timing or quantum of a first distribution to secured creditors, most notably the progress of the VAT,
MNO recervables and investigation work streams

Estimated dividend prospects
Preferential creditors

As noted 1n our previous reports, a dividend payment of £1 7m, refleching a return of 100p 1n £, was made
to preferential creditors with admutted claims on 4 December 2015

Unclaimed preferential dividends have now been passed to the Insolvency Service Any former employees
who did not cash their preferential dividend cheques should therefore contact the Insolvency Service on
0121 698 4268 1n order to claim their dividend

The balance of any amounts owed to former employees will rank as unsecured claims, as these amounts do
not enjoy preferential status These unsecured claims will be dealt wath separately and further information
15 provided 1n the section below

Unsecured creditors

As outhned 1n our previous reports, the prescribed part apphes 1in each of the Companies and we outline
below what we believe the dividend prospects may be for each of the Companies These are unchanged
from our previous reports

Estimated Estimatec of

Dividend  prescribed part unsecured Dividend
Company likely? fund claims * prospects
Phones 4U Limited v E6ook £168m  Lessthano 4%
Policy Admimistration Services Luimated v E600k £44m Less than 1 4%
MobileServ Limited v £600k £80c2m  Lessthano1%
Phosphorus Acqumsition Limited x Nil E£561m Nil
PhonesqU Finance ple x N1 Egzm Ni
Phones 4 U Group Limited x Nil E69m Ml

* Based on directors’ statement of affairs

Where dividends are shown as likely, please note that this 1s only by virtue of a preseribed part fund, due to
the considerable amounts owed to the Companties’ secured creditors and the expectation that secured
creditors will suffer a significant shortfall on their lending

Dividend prospects are calculated by reference only to the amount owed to unsecured creditors as stated in
the directors’ statement of affairs, and do not take account at this stage of the costs associated with agreeing
claims and distributing the prescribed part fund The estimates are therefore subyect to change and should
be treated with caution

Phones 4U group - compares in adrmnistration
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Work has commenced to review the unsecured claims in P4U, PAS and MobileServ, and unsecured
crecditors are encouraged to submit a claim (if not already done so) Pror to being able to finalise the claims
value and declare a distribution to the unsecured creditors, there are a number of matters that are required
to be addressed

In respect of PAS, further work 15 required to 1dentify all creditors, determine the value of creditor claims
and the most appropnate distribution strategy before we formally adjudicate on creditor claims

With regards to MobileServ and P4U whilst work has commenced on 1dentifying creditors and considening
our claims agreement strategy, certain larger potenhal claims may take some considerable ime to resolve
and therefore delay the timing of a distribution These complex claims may include

s  HMRC’s claim as a result of the Trade Bill Discounting Facihity Agreements matter, and
» the value of any residual claim following the recent outcome of the protective award hearing

5.9 Ending the administrations

The administrations are separate insolvency processes and therefore may end at different times and in
different ways depending on the circumstances 1n each case Each admmstration will be brought to an end
once 1ts purpose has been achieved, our work has been completed and statutory obhigations fulfilled

As a result of the Small Business, Enterprise and Employment Act 2015 coming into foree, we will need to
distnibute the prescribed part funds (where they anse) prior to the end of each admunistration

As noted 1n our previous reports, the period of each administration was extended to 15 September 2017 by
consent of the court

We consider that 1t 15 necessary to extend the period of each administration again 1n order to pursue the
ongoing asset realisations and deal with the outstanding matters outhined 1n Sections 5 1to 5 8 of this
report

An apphication to the Court (as opposed to obtaining the consent of the creditors) 1s the only method of
obtaining an extension as this 1s the second extension requested

We 1intend to make an application to Court 1n the next six months to request an extension to September
2018 We will provide an update to creditors 1n the next progress report

5.10 Discharge from liability

As we were appointed by the Court on an apphication of the directors of the Companies, we will need to
apply to court to obtain discharge from habihty 1n respect of our actions as Joint Administrators We have
yet to seek such approval but intend do so 1n due course and at the appropriate time

5.11 Nextreport

We anticipate that we will eirculate our next report to creditors in approxirately six months, or earlier if
any admnistration 1s capable of being concluded in the meantime

Phones 4qU group - companies 1n adrmuristration
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| 7. Administrators’ remuneration and disbursements
7.1 Office holders’ charging policy

The time charged to the administrations 1s by reference to the time properly given by the
Admunistrators and various grades of their staff in attending to matters ansing

It 1s our policy to delegate tasks in the administrabons to appropnate members of staff considering their

level of experience and any requisite specialist knowledge, supervised accordingly, so as to maximise the

cost-effectiveness of the work performed Matters of particular complexaty or significance requiring more
exceptional responsibility are dealt with by senior staff or the Administrators themselves

7.2 Hourly rates

Set out below are the relevant charge-out rates per hour worked for the grades of staff actually or hikely to
be involved on these assignments Time 1s charged by reference to actual work carned out on these
assignments There has been no allocation of any general overhead costs The rates for the Administrators
and their staff are our normal rates for complex assignments

Specialist departments within our firm such as tax, VAT, property and penstons may charge time to these
assignments 1f and when we require their expert advice Such specialists’ rates vary but the figures below
provide an indication of the maxamum rate per hour

All staff who work on these assignments (including cashiers, support and secretanal staff) charge time
directly to these assignments and are included within any analysis of ime charged Each grade of staff 1s
allocated an hourly charge out rate which 1s reviewed from time to ime Work undertaken by cashiers,
support and secretanal staff 1s charged for separately and 15 not included 1n the hourly rates charged by
partners or other members of staff Time 1s charged by reference to actual work carried out on these
assignments in six minute units The minimum tume chargeable 1s three minutes (1 e 0 5 umts)

In common wath all professional firms, the scale rates used may periodically nse (for example to cover
annual inflabionary cost increases) over the penod of the administrations The current scale rates are
provided below

Administrators’ and their Specialist staff
With effect from 1 July 2016 staff Maximum rate per hour
Rate per hour (£) (£)
Partner 840 1,375
Dwector - 749 S . .
Senior Manager 560 1,170
Manager e o 3 480 700
Sentor Assoclate {qualified/consultant) L 400 L ____'____:_ 515
_Semor Associate (unquahfied) =~ .295 S
_Associate . i} L B (355
_Support staff - S

Hourly rates quoted are exclustve of VAT

Any material amendments to these rates will be advised 1n our next report to creditors

Phones qU group — companies in adrmnistration
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=.3 Payments to associates

We have paid £466,356 91 to PwC Legal LLP 1n the penod covered by this report, relahing to work done
since our appointment This payment was for fees 1n relation to provision of employee legal services (details
of which are provided in Section 7 6) and was approved as a Category 2 dishursement

=.4 Narrative of work undertaken

Later n this section we have included tables showing our time costs from 21 July 2016 to 20 January 2017
by grade of staff and area of work for the penod covered by this progress report The following table

provides further narrative on the key areas of work durnng the period

Area of work Work undertaken during the period Financial benefit to
creditors
Strategy & planning  » Oversight of case progression and general strategy decisions by Assists in the efficient
appointment takers and other project management management of the

. Budgeting and cost analysis

. Team strategy and progress meetings

. Liaising with key stakeholder groups

. Prepanng vanous forecasts, including but not limited to cash flows,
outcome statements, profit and loss accounts and financial model
analysis

. Detailed analysis and haison with legal and other adwisors on the
mmpact of legistative/regulatory changes

. Consideration of strategic approach in dealing with complex and

interrelated work streams with associated legal/financial input and
analysis

This work was nceessary for planning and project managing the many
different work streams and drafting and circulating detailed information
on the admimstrations to secured and unsecured creditors
Trading e Accounting and treasury functions, including bank account transfers
and payment requisitions

«  Regulatory reporting

(Policy Admumistration Services Lumited only)

«  Momtonng of the insurance business, its trading activities and its
claims processes on a daily basis

= Reviewing service level agreements and quabitative metrics used to
measure the outsourcer performance

- Rewviewing existing 1T systems Lo determine our ongoing requirements

to reduce costs while supporting the ongoing business

«  Discussing and reviewing proposals put forward by LSG on the
storage of customer information

¢ Managing and updating communtcation to all policyholders and
ensuring that messages delivered are consistent with the
underwriter's and claim admimstrator's communications

¢ Determining a strategy on cleansing customer address information

¢ Undertaking an exercise to cleanse customer address information

*  Ongoing monitenng and adhenng to regulatory and mndustry
gurdelines requirement on Treating Customers Fairly

administrations, leacing to a
faster completion and return
10 creditors

Ensuring there 1s proper
stewardship and accounting
for the funds realised for
the benefit of creditors

Maintaining ongowng profits
from the PAS business

Phones qU group — compantes in admmstration
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Area of work

‘Work undertaken during the period

Financial benefit to
creditors

MNO Receivables

Investigations

Sale of stoch

Property

*  Monitonng performance of the business and LSG customer call
centres on a daily basis

*  Rewiewing clums referred to the FOS and idenbfying roct cause

*  Ongoing review of claims and complaints from policyholders so that
systems and processes are improved

*  Reporting on regulatory matters, such as Retail Mediation Activities
Return

=  Rewiewing data and analytics and all management information

¢  Rewviewing product governance and comphance

*  Attending monthly board meetings with the PAS team to discuss the
strategy and progress of the scheme

¢ Liaising with the LGI board and providing regular updates on the
progress of the PAS scheme

¢  Monthly operational meetings with LSG to discuss performance of
call centres and SLMs

+  Ongoing monitoring and planmng of number of agents to be used to
handie customer claims and queries

*  Drafting and reviewing addendum to the LSG contract in respect of
stock fulfilment

¢  Rewiewing and agreeing purchase of handsets to fulfi claims on a
monthly basis

+  Extensive negotiations with LGI and Barclays in respect of the terms
of a new LoC

*  Rewiewing and signing agreements to obtain a LoC with Barclays

s  Planning for the exit of the PAS business

This work 1s necessary for the ongoing successful and profitable trading of
the PAS business The work ensures that customers are treated fauly and
PAS complies with regulatory requirements

*  Reviewing and assessing MNO rcceivable balances

e Pursuing a strategy to recover the amounts owed

Due to the potential matenial commercially sensitive nature of these
nvestigations, we do not think 1t would be appropnate 10 disclose any
further information

*  Investigating potential claims against third parties

Due to the potentially matenal commercially sensitive nature of these

investigations, we do not think it would be appropnate to disclose any

further information

+  Negotiating and completing the sale of restdual stock

»  Liaising with John Pyc & Sons (auctioneers) to process and where
applicable, sell the accessories stock from stores and the warchouse

This work was necessary for dealing with and reahising the residual stock

and any retention of title claims

»  lLaasing with landlords and their agents / solicitors regarding
surrender of leases

*  Liaising with landlords and respondhing to queries

Enhanced asset realisations

Enhanced asset realisations

Enhanced asset realisations

Mitigates claims aganst the
adminstrations

Phones qU group — compantes in administration
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Area of work

Work;ndcrtaken during the period

Financial benefit to
creditors

Maintaining an accurate record of current store status and surrender
progress

Work alongside our agents on managing and recharging utility costs
Negotiating and executing all final property transfer and disposal
documentation

Providing information to our rating advisors to assist with the
recovery of business rate refunds

Managing continuing correspondence from local authorties,
landlords and utihty providers

This work was necessary to negotiate with landlords, liaise with agents and
to reduce P4U’s habihties in respect of its property portfolio

Other assets .

Monitoring / aceounting for business rates refunds and haising with
our agents

Liaising with JLT (insurance broker) for the purpose of ongoing
nsurance cover for assets and nsks in the post-appointment period
Collating information for insurance purposes and responding to
quertes

Renewing of Trade Marks and domains and determining the most
appropnate strategy for their treatment

This work was necessary to cnsure proper insurance of assets and to ensure
that assets were dealt with appropnately and that refunds were secured in
respect of business rates

Creditors & .
committee

Planning and preparation of financial and operational information for
creditors

Liaising with the informal creditors comnuttee, bondholtders and
tiotes trustee by way of calls, meetings and notices

Bondholder meetings planning, preparatiens and follow up
Correspondence with lawyers regarding the release of all or part of the
Seeunty Trustee retained funds

Responding to quenes from stakeholder groups

Maintaiming information on our dedicated website

Receving statement of ctaims forms and filing, haising with and
providing progress updates to the secured creditors

Formulating and dehvery of our communications strategy

General creditor / customer calls and enquires

Working on a number of complex HMRC claims (refer to the VAT
section)

Maintaining creditor claums database

Adjudicating en lower value creditor claims

This work was necessary to prepare and review correspondence with
creditors and ensure that creditors are provided with updates on matters in
the admimstrations

(Policy Adrmurustration Services Lumited only)
Reviewing paper and electronic files to identify those unsecured
creditors that may have already filed a claim
Reviewing unsecured claims received

Enhanced asset realisations
and mingates nsk of claims
agamnst the administrations
and loss of assets

Provides information
necessary to creditors (who
have an economic interest in
the outcome of the
administrations), both
collectively and individually

Unsecured creditors will
benefit from the distmbunion
of the preseribed part

Phones 4U group — comparues in admimistration
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Area of work Work undertaken during the period Financial benefit to
creditors

. Assessing unsecured creditor claims by reference to the Statement of
Affairs to ensure that the correct balances are captured for the
diidend purposes

This work was necessary to determine the value of creditor claims so that a
distnbution strategy may be determined and dividend payments made to

creditors

VAT habilities »  Workings for periodic VAT returns Statutory responsibilities
» In-depth VAT reconcthation of all transactions and mitigates the loss of
= Meetings and general correspondence with HMRC assets

This work was necessary to meet statutory VAT filing requirements It was
also necessary to clanfy, with certainty, that the P4U should only be lable
to pay VAT on monies actually received from mobile network operators in
the course of the administration

»  Attendance at court heanng and redacting the court judgement

regarding the first significant VAT 1ssue The potential cost to the
s [nternal communication and meetings on VAT matters estate if we did not pursue
+  Preparation of and techmical input into letters to HMRC requesting this course of achion could
non-statutory clearance in respect of the second and final outstanding  be £37 4m
VAT matter

. Review of books and recerds (including electronic archives) to
prepare responses to legal requests for information

+  Liasing with former P4U staff to obtain information relating to VAT
matters for inclusion within court documents

»  Regular discussions with external legal advisors and also counsel on
VAT matters

= Rewview of detaded legal documents setting out the Administrators’
view of spealfic and complex VAT positions

= Preparation for creditors (Noteholder) meetings, on VAT related
matters

This work was necessary to try and resolve the matenal outstanding VAT
1ssue to try and prevent this being payable as an expense of the

admimstration
Tax s For P4U (and associated group companies to the extent 1t affects Legal and statutory

P4U’s tax position) preparation and submussion of pre-and post- requirement and reaching
adminstration tax returns certainty on the pre and

+  Consideration and detailed analysis of the quantum of the (terminal) post-administratton tax
tax losses position to offset potential taxable post-administration position of the Companies
profits

¢  Responding to HMRC queries m connection with Enhanced financial benefit

- Pre-admunistration legacy tax issues including open enquines in from the EBT settlement

connection with intra-group tax planning (now closed)

- Allocation of histoncal pre-administration Group tax payments
across the group compames for year end 31 December 2010, 31 |
December 2011 and 31 December 2012 Allocation for year end 33
December 2013 remains to be agreed |

Phones 4U group - compames n admmistraion
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Area of work Work undertaken during the period

Financial benefit to
creditors

- Agreement and sign off of settlement agreement between a legacy
employee benefit trustee, 1ts trustees, its beneficiaries and certain
P4U group companics

- Agreement of the tax position with HMRC (n relation to the
employee benefit trust

This work was necessary because we have a legal obligation to submut tax
returns to HMRC

{Pohcy Admunistration Seruvices Lamited only)

«  Ongoing momtonng of taxable profits position to assess corporation
tax payments on accounts

»  Preparing tax returns for post-administration penods

«  Considenng the tax efficiency of the PAS scheme

. Prepanng for the payments of income tax on interest payments made

to customers

This work was necessary because the PAS business continues to be

profitable and therefore 15 1t required to file tax returns and make quarterly

payments on account In addition, as PAS pays refunds to customers that

incur interest, the business 1s required to calculate and pay to HMRC the

income tax on these interest payments

Employees +  Correspondence and mectings with employees

= Worlung with relevant staff for the calculation and payment of
ongowng payroll and retention amounts

+  Obtaining legal advice on protective awards claims

+  Monitenng the progress and outcome of the employment tnbunal
heanng

¢ Dealing with press enquines following receipt of the employment
tribunal judgement

This work was necessary to oversee the protective anards claim and to
ensure that payrolls are operated correctly and corresponding PAYE/NIC
deductions are paid to HMRC
Pensions and . Responding to members’ quenes on pension 1ssues
benefits = Arranging for pension contnbutions to be pard over to the Aegon
group personal pension plan and the People's Pension for those
members who remain employed
¢ [laaising with insurers in relation to the renewal of the employee
penefit arrangements

«  Submusston of further claims to the Redundancy Payments Service in

respect of unpaid pre-appointment pension contnibutions
«  Ensunng ongoing cover under employee benefit arrangements,

including group hfe and private medical insurance and group income

protection scheme

This work was necessary to comply with statutory and regulatory

obligations
Accounting and s Dealing with general accounting and treasury functions tncluding
treasury payments, receipts and journal postings.

«  Dealing with ongoing payment of wages

Ongoing statutory
responsibilibes in respect of
retained employees

Ensuring the legal process
was dealt with efficiently
and minimised employee
clawms

Statutory and regulatory
rcsponstbihities

Ensuning proper
stewardship of funds held

Phones 4U group — companies tn administration
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Financial benefit to

Area of work Work undertaken during the period
creditors
+  Active management of cash holdings, including placing regular money
market tnvestments to increase returns whilst ensunng credit sk s Ensuning funds are managed
appropniately managed securely and that such funds
are generating returns
(Policy Admmstration Services Limited only)
+  Discussions in relation to moving customers’ direct deits from pre- Complying with statutory
admimstration bank account to post-adminmistration bank account and regulatory duties
¢«  Explonng ways of moving funds between accounts upon collechion regarding the holding and
¢ Transfernng premums to msurer account every two days, including accounting for funds
recanciliation and sign off from apporntees
*  Discussions with Lloyds Bank on ensunng the transfer of premiums is
efficient and cost effecuve
s Operating finance functions, including bank account transfers and
payment requisitions
*  Collecting premiums and making refunds to customers and
reconciliation to bank balance and cash flow
This work was necessary for prepanng and authorising receipt and
payment vouchers, carrying out bank reconeihations and reacting quickly
to ra1se urgent same day payments for suppliers For PAS, 1t ensures the
correct allocation and accounting for premiums and refunds
Statutory and +  Planning for statutory duties and collection of requisite information Statutory and regulatory
comphance »  Preparing and issuing our fourth and fifth progress report to responsibiities
creditors
+  Deahng with incoming correspondence
+  Understanding and managing statutory obhgations regarding the
store network, including health and safety / environmental nisk
management
*  Mawntaiming case records and filing
¢+ Managing incoming statement of claim forms and creditor database
+  Completing case management prompts on the case database
This work was necessary to comply with our statutory responsibihties as
admimistrators It was necessary to draft and circulate statutory reports to
creditors with detailed informauon on the administrations, deal with
mcoming correspondence and respond on comphance matters
Books and records . Liaising with third party storage prowviders in relation to company Statutory and regulatory
books and records that we have a legal obhgation to maintam responsibilities

. Review of software and hardware licenses to realise value for the
administration through reselling

This work was necessary to ensure proper stewardship of company books
and records

(Pohey Adnurustration Serveces Lumited only)

+  Rewviewing and monitonng the profit and loss and balance sheet on a
monthly basis

+  Ongoing momtoring of the profit and loss forecast and companng to
actuals

Monitoring the PAS scheme
ensures profitabihty 1s
maintained for the benefit of
creditors

Phones 4U group — companies in administration
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Area of work

‘Work undertaken during the period

Financial benefit to

creditors
This work 1s necessary because it enables us to monitor the actiity of the
PAS scheme and to determine 1ts levels of profitability for forecasting and
cost MonIoring purposes
Subsidary (Pohey Administration Services Limited only) Profits from the PAS
»  Negotating with the P4UC board in respect of the minimum capital business accumulate in
requiremnent P4UC and are pad to PAS

This work was necessary because 1t ensures that the captive 1s managed 1n

Responding to queries to fulfil Aon comphance requirements
Attending board meetings with P4UC to oversee the running of the
subsidhary

Prepanng for an internal audit of P4UC at Aon’s office

accordance with the management agreement, therefore maxunising
dradends received by PAS

by way of admdendon a
guarterly basis These
dinadends will form part of
the distnbution to crediters

7.5 Our future work

The following table provides a summary of the key areas of work on which we expect to focus in the comng
months 1n order to achieve the purpose of the admimistrations Note, we have only included the sigmificant
areas of work and therefore this1s not an exhaustive list

Area of work Work we need to do Esahmated Whether or not the
costto15 work will providea
September financial benefit to
2017(£m) creditors
Strategy & planning * Prepanng estimated cutcome statements, budgets, 04 Assist in the efficient
forecasts and other financial reporting tools completion of the
» Reporting to secured creditors administrations and
+ Team meetings to determine case strategy on the return to creditors
vanous and complex work steams within the
admimstrations
« In depth consideration of strategic approach in dealing
with complex and interrelated work streams
« Strategy meetings, decisions and project management
by the appowntment takers
« Linson with external advisors wm relation to the
vanous and complex work streams within the
admimstrations
« Progresston of matters in the admimstrattons
Trading (Policy Admiristration Services Limited only) o2 This will lead to a more

Actively monitonng the insurance business, 1ts
actities and claims processes

Determining how best to promote the longevity of the
scheme

profitable business and
therefore a larger
distnbution to secured
creditors
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Estimated Whether or not the

costto15 work will providea

September  financial benefit to
2017 {€m) creditors

Arca of wark Wark we need to do

Assets (including Collection of the MNO debtors including pursuing ‘00 Enhanced asset
MNO receivables, legal action where necessary realisations for the
Investigations and Payment of commissions admumistrations
other assets) Active management of eash holdings, including
placing regular money market investments to increase
returns
Investigating potential claims against third parttes
Property Liaising with landlords and their agents / solicitors 01 Mitigate claims against
regardhng surrender of leases the admmistrabons
Manage and reduce any habilities we have with respect
ongoing leases
Creditors and Adjudicate on unsecured creditor claums then declare 01 Dhrect benefit to
committee and pay a divtdend from the prescribed part fund creditors through
where possible payment of distnbutions
Respond to creditor enquinies and prowviston of
Creditor meetings information
If possible, declare and pay a distribution to secured
creditors
VAT habilities Completton of VAT returns ob Statutory and regulatory
Appeal against the HMRC assessment requirements
Mantan dialogue wath HMRC
Internal communications and meetings on VAT The potential cost to the
Regular discussions with external legal advisors and estate if we did not
counsel on VAT matters in pursuit of directions from pursue this course of
the High Court action could be £37 ¢4m
Rewview of detailed icgal documents setting out the
Adminstrators’ view of specific and complex VAT
positions
Preparation for creditors (Noteholder) meetings, on
VAT related matters
Tax Drafting and submuission of corporation tax returns 02 Statutory and regulatory
Ongoing haison with HMRC requirements
Employees Calculation of any residual claims of former employees o1 Statutory and regulatory
as a result of the outcome of the protective award requirements
Judgement

Calculation of former employees’ unsecured claims
Ongoing payroll functions in relation to the retamed
employees

Responding to ex-employee quenes

Phones qU group — compamnies in adrunistration
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Area of work Work we need to do Estimated Whether or not the
costto15 work will provide a
September financaial benefit to
2017 (£m) creditors
Accounting and « Payment of invorces when they fall due oz Ensures proper
treasury = Actively monitoring and dealing with funds invested stewardshup of the funds
on the money markets held Management of
¢ Carrying out pentodic bank reconcthations funds will generate
s Corresponding with the bank regarding specific greater recoveries for
transfers creditors
Statutory & « Drafung and circutlating progress reports to creditors 04 Statutory and regulatory
compliance * Seceking an extension of the admimstrations requirements
+ Comphance with regulatory requirements
» Mamntaiming case files
+ Dealing with general correspendence and quenes
Books and records (Policy Admumistrahon Services Limited only) ao Ensures profitability 1s
+ Ongoing momtoring of the profit and loss and balance mamntained for the
sheet, comparing forecasts and actuals benefit of creditors
Subsichary (Pohcy Admimistration Services Linuted only) 01 Enhanced asset

+ Monitoning the activities of P4UC to ensure that it
complies with the management agreement 1n order to
maximise that dnrdend payments

reahisations for the
benefit of creditors

* The MNO Recewables and Investigations work streams, and costs relating to the same, have been excluded from the

forecast
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7.6 Disbursement policy

Our firm’s expenses policy allows for all properly incurred expenses to be recharged to the administrations
Disbursements are charged to the admimistrations as shown below

SIPg defines ‘Category 2’ expenses as those that are “directly referable to the appowntment in question but
not to a payment to an tndependent third party They may include shared or allocated costs that may be
mcurred by the office holder and their firm, and that can be allocated to the appomtment on a proper and
reasonable basis”

All other disbursements are ‘Category 1’ disbursements which are rexmbursed at cost SIPg defines
‘Categoty 1' dishbursements as "payments to independent third parties where there 1s specific expenditure
drwrectly referable to the appointment in question” These may include, for example, advertising, room hire,
storage, postage, telephone charges, travel expenses, and equivalent costs reimbursed to the office holder or
his staff

In December 2014, we instructed PwC Legal LLP to assist with the response to a high volume of protective
award claims received from former employees (as outlined 1n Section 5 1) This work has included extensive
investigations nto the circumstances of the case, haising with Employment Trnibunal offices across the
country and obtaiming counsel’s adwvice on P4U’s position

PwC Legal LLP 1s a member of the PwC international network of firms and therefore can be considered to
be an associate of the Admunistrators’ firm for the purposes of SIPg

A summary of other legal and professional firms instructed 1n the admimstrations 1s at Section 7 8 below

A summary of the disbursements incurred from 21 July 2016 to 20 January 2017 1s provided below

Phones 4U group — companies m adminisiration
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Phones 4U Limited - in administration
Summary of disbursements incurred from 21 July 2016 to 20 Januvary 2017

7153;6!&1“12: 2014 21 July 2016 to 20 Total to 20 January

Category Policy to 20 July 2016 January 2017 2017
o L (£) (£) (£)
2 Photcopying - at § pence per sheet copied, only charged 18087 83 278 81 18,366 64
for cireulars to creditors and other bulk copyng
2 Mileage - at a maximum of 71 pence per mtle (upto 30,038 24 - 30,038 24
2,000¢¢) or 93 pence per mie (O er 2,000c8)
! PwC Legal LLP - ime costs and disbursements, We 519,083 91 {51,470 00} 46761991

negohated a reduction in rates with the PwC Legal LLP
The reduced rates were apphed from 11 February 2016
and are set out below with the previous rates included 1n
brackets This has resulted in a reduction in the penod, to
the expenses pren 1oushy stated

Partner £395 (£495)
Sentor Manager £280 (E355)
Manager £210 (£265)
Solicitor £140 (E2435)
Tranec Sohertor £125 (E160)

1n comman with all professonal firms, the seale rates
used may nse penodically (for cxample to cover annual
nflationary cost increases) over the penod of the
admunistration Any matenal amendments will be advised
to creditors 1n the next statutory report

2 Spectalist softw are usage - as a result of changes in our
internal reporting systems, further Category 2
disbursements have come to light dunng the perod of
this report These costs are made up and charged as
follows

License fees - at £100 per month for each named user 12,062 00 6,168 00 18,230 00
accessing the online review platform and £50 per
Gigabyte of data processed.

Hosting - at £25 Gigabyte of data processed per 29,157 0 17,613 00 46,770 00
calendar month

We are i the process of determiming the most
appropnate and cost effective method of seelang approval
for these costs, which may involve seekung court approval
at the sume time as seeking approval to extend the
admmistration

1 All other disbursements reimbursed at cost
External venue costs 35,601 05 - 35,601 05
Hotel accommodation 29,041 65 3,016 05 32,057 70
Rail fares 24,198 22 500 00 24,707 22
Atr fares 30,948 65 9,236 25 40,18 90
Postage 21,574 54 48891 22,063.45
Subsistence costs 8,249 02 144 38 839340
Tax: fares 6,164.34 150 30 6,349 64
Mobile phone usage 1,834.35 - 1,834 35
Other 9,263 70 2,340 87 11,604 57
“Total 775.340 50 (11,5_2_4_.43) 763,816 07
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Phones 4 U Group Limited — in administration
Summary of disbursements incurred from 21 July 2016 to 20 January 2017

15 Scptcml;et-'-io 14

21 July 2016 to 20

N

“Total to 20

Category Policy to 20 July 2016 January 2017 January zo17
o 8 (£) (£)
2 Photcopy ing - at 5 pence per sheet copied, only charged 9820 - 98 20
for curculars to creditors and other bulk copy ing
2 Muleage - at s maxonum of 71 pence per mile (up to 7973 - 7973
2,000¢cc} ar 93 pence per mile (ov er 2,000¢¢)
1 All other dishursements reimbursed at cost 98 60 192 36 290 96
'[ot_nl 276 53 192 36 - 46787897
Phones4U Finance plc — in administration
Summary of disbursements mcurred from 21 July 2016 to 20 January 2017
15 Seplarl_l;e?io;;“ _21-.71.11) 2016 to 20 " Totalto 2o
Category Policy to 20 July 2016 January zo17 January 2017
e o (£) . (£) _ (£)
2 Photcopying - at 5 pence per sheet copied, only charged - . -
for carculars to creditors and other bulk copy ing
2 Mileage - at a maxumum of 71 pence per mile (up to 85 26 - 85 26
2,000¢cc) or 93 pence per mile (over 2,000¢¢)
1 All other disbursemenis reimbursed at cost 437 65 1,373 42 1,811 07
Total 522 91 4,373 42 |,_Bg§ 33
MobileServ Limited — in administration
Summary of disbursements incurred from 21 July 2016 to 20 January 2017
; T Tt 15 Scp?c?nbu 2014 21 j;ﬂy-aﬁ tozo  Totaltozo
Category Policy to 20 Juhy 2016 January 2017 January 2017
_ (£) o (£) €]
2 Photeopy ing - al 5 pence per sheet copred, only charged 163 17 - 163 17
for circulars to creditors and other bulk copy ing
2 Milenge - at o maxumum of 71 pence per mile (up to 719 - 719
2,000cc) or 93 pence per mile (over 2,000cc)
1 All other disbursemnents rembursed at cost 227 00 19236 41936
e Tota! e 39738 19236 5897z
Phosphorus Acquisition Limited - in administration
Summary of disbursements incurred from 21 July 2016 to 20 January 2017
- - - - T T = 15 September 2014 21 July 2016 to 20 “Tatalto 2o
Categonry Policy to 20 July 2016 January 2017 January 2017
(£) (£) (£)
2 Photcopying - at 5 pence per sheet copwd, only charged 99 00 - 99 00
for curculars to credutors and other bulk copying
2 Mileage - ot a maxamum of 71 pence per mue (up to 719 - 719
2,000¢¢) or 93 pence per mile (o er 2,000¢cc)
1 All other dishursements reimbursed at cost 227 00 192.36 41936
l'otal 33319 192 36 525 55
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Policy Administration Services Limited — in administration
Summary of disbursements incurred from 21 July 2016 to 20 January 2017

16 Sepiember 2014 21 July 2016 to 20 Total to 2o January

Category Policy to 20 July 2016 January 2017 207
. B B ST £

2 Pholcopying - at 5 pence per sheet copied, only charged 162 90 56 08 21808
for cireulars to creditors and other hulk copying

2 Mileage - at a maxonum of 71 pence per mile (up to 3,118.98 - 311808
2,000cc) or 93 pence per male (over 2,000¢¢)

1 All other disbursements rembursed ot cost
Rail fares 11,391 92 575 65 11,967 57
Holel accommodation 7,031 25 - 7,031 25
Subsistence costs 2,471 16 - 2,471 16
Taxy fares 2,049 03 - 2,049 03
Car hire charges 1,485 92 - 1,485 92
Aur fares 55164 . 551 64
Other 1,269 55 212 52 1,482 07
Total 29,53235 84435 30,376 60
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=.7 Financial benefit

As shown on the enclosed receipts and payments accounts, our work to date has generated recovenes (net
of costs and excluding cash at bank on appointment) 1n the region of £52 4m for the benefit of all classes of

creditors

We explained 1n Section 5 of this report that a considerable amount of work s still required before these
administrations can be concluded We expect that this work will generate sigmificant further realisations
and munimise habilities against the Companies, leading to our estimated recovery of 30% to 31% for the
Noteholders (who are expected to have the primary economuc interest in the progress of the Companies’

admuinistrations)

Our analysis 1n Section 7 11 includes time spent dealing with matters required by law or other regulation
that do not necessanly or directly benefit the creditors financially This work includes ‘statutory and
complhance’ but also other work necessary for the orderly management of a company’s affairs, such as tax
and VAT returns and dealing wath books and records

7.8 Summary of legal and other professional firms

To date, we have instructed the following professionals and sub-contractors on these cases

Service provided

Name of firm / organisation

Basis of fees

Business rates refund collections

CAPA

Commussion

Business rates refund collections
Electronic data retrnieval & removal
Insurance broker

Lease assignments

Legal sem;:es

Legal investigation senaces

Legal services and advice

Legal services in relation to deeds
Property consultants

Sale of leasehold.propemes agent
Utility management

Employee legal services

Property legal services

Exacta Plc

OCM Business Systems Limited

JLT Speciality Linnted -
Evelsht-ads LLP

‘Shaktspeares Legal LLP

Quinn Emmanuel Urquhart & Sullivan LLP
Allen & Overy LLP

Knights Solieitors LLP

Retail Agents 210 Limited

an;a Retail Property Consultants LLP
GMS Legal Services Limited

PwC Legal LLP

DLA Piper LLP

Commission

Time and expenses
Insurance pohey cost
Time and expenses
Time and expenses
Time and expenses
Time and expenses
Time and expenses
Time and expenses
Commission

Fixed fee per site
Time and expenses

Time and expenses

Phones qU group — companies in administration

Page 35



M

pwec

Please note that the above table provides only a list of professionals and agents engaged by us on behalf of
the Companies and does not seek to provide an exhaustive hst of all supphers used 1n the ordinary course of
trading

Our choice of the above legal and professional advisors was based upon cur percephon of the advisors’
expenence and ability to perform this type of work, the complexity and nature of the assignment and the
basis of the fee arrangement with them

We require all thard party professionals to submit time costs analyses and narrative or a schedule of
realisations achieved 1 support of invoices rendered  We review third party costs to ensure they are
reasonable 1n the circumstances of the case

7.9 Associates

We have no business or personal relationships with the parties who approve our fees or who prownide
services to the admimstrations where the relahonship could give nse to a conflict of interest

7.10 Sub-contractors

The table 1n Section 7 8 includes sub-contractors we have used on these cases where the work could have
otherwise been done by ourselves This pnncipally relates to the business rates refunds and utihty and
property management work

In the eircumstances of the case we are satisfied that sub-contracting the work was more cost effective and
therefore 1n the best interest of creditors

7.11  Analysis of our time costs

The following tables provide further detail on the ttme spent on the vanous areas of work by the different
grades of staff For each company, we show (separately) the position for the pernod of this and earher
reports, together with the cumulative position and estimated cost of our future work

We have now sought and obtained approval to the basis of cur remuneration in respect of the previously
Excluded Work as explained in Section 5 7 We therefore provide an analysis of the time spent on these
work areas below from 15 September 2014 to 20 January 2017

Phones 4U group - companies 1 administration
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| 8.Receipts and payments accounts

Phones 4U Limited — in administration

From 21 July 2016 to 20 January 2017

Please note that the Court ordered the redaction of certain commercially sensitive information from the
directors’ statement of affairs

irectors’
statement of 15 September 2014 to 21 July 2016 to 20 Total to zo January
affairs 20 July 2016 Janupry 2047 2017
£ £ E £
Floating charge
Receipts
1,003,700 Accrued neome - -
35,168,467 Amounts related 1o stock 30,213,075 18 89,585 00 30,302,660.18
1.526.401 Book debts 3,035,799-17 107 04 3,035 906.21
Undisclosed Nerwork commissions 32,575,849 68 23.850 323.27 56,435,172.05
73,581,318 Cash at bank 92,967,951 25 - 92,667,951 25
Contnbution to cosss from group compantes 6,626,939 05 81,744 0 6,708,683 05
Contributions to legal fees 1,361 387 61 67,020 90 1,42840851
Contnbutions to rent 6,803,928.09 - 6,803,928 00
Contributions to wages 447,000 00 - 447,000 00
Employment Benefit Trust settiement 1,500,000 00 - 1,500,000 00
Insurance refunds 148,464 98 148,964 98
156,652 Intercompany debtors - -
Intellectual property nghts 100,000 00 - 160,000 00
nterest recen ed gross 870,645 13 13017616 1,000,821 29
2,250,000 Lease premaums 743400 01 - 743400 01
Muscellaneous receipts 4047215 56398 41,035.13
Office equipment 201,702 32 - 201,702 32
46,122 Pre-pay ments - - -
Rates refunds 1,217,212 82 5,204 11 1,222,506.93
Other refunds 11,777 09 - 211,777 09
Sale of business 14218577 86 - 14,218,577 86
Software licences 180,100 00 - 180,100 00
5.870,969 Svbrogated inter-comgany cmms - - -
250 000 Tangible fixed asscis - - -
Third party funds 192,307 12 - 192 307 12
Undisclosed_ ‘Total receip 193,656,589 51 24,233,814.46 217,890,403.97

Phones 4U group — companies in admintstration
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Threctors’
statement of 15 September 2014 to 21 July 2016 to 20 Total to zo January
affnirs 20 Juty 2016 January 2017 2017
£ £ £ £
Floating charge
Pay ments
Agents fees 2,123,15147 5.536,212.48 7 659,363 95
Amounts relaung o stock 556,577 00 - 556,577 00
Bank charges 22 533 90 339.43 2287323
Cleaning and site clearance 34,555 37 35.00 34,590 37
Consultancy fecs 505,195 10 - 505 195 10
Corporation tax - 100 00 100 00
Duress payments 1,131,984 96 - 1,131,484 96
Emplay ee expenses 120,573.54 2444 12 123,017 66
Employers NIC 1,932,819.87 746845 2,030,288.32
Gross wages and salaries 7,658,483 54 164,033.55 782251809
Insurance 38257831 8,961.47 391539.78
Irrecoverable VAT 179,330 03 - 179,330.03
1T costs 2,688,777 38 42,590 74 2,731.37712
Legat fees 742 06073 756,071 10 8180131 83
Lease/hire charges 3,524 BO - 3.524 80
Office holders fees 14,325,213.85 14,325,213 85
Office holders® expenses - 206,640 28 209,640 28
Office holders expenses {PwC Legat LLP) - 466,356 1 466,356.91
Other payroll deducons 85,565 83 - B5.565 83
Penswon schemes 19,871 26 - 19,871 26
Petty cash 300 00 - 300 00
Pre-appointment expenses 3025591 - 30,255 9
Property expensss 8,261 76 - 8,261 76
Purchases 17,913 02 - FL3.02
Rates 96,739.17 790 00 97:52917
Rent 6,217,769.72 (1,075 14} 6,216,604.58
Secunty costs 104,451 14 - 104,451 14
Service charges 308,476.82 - 308,476 B2
Statuiony ath triwng 2094.46 - 204 46
Siorage costs 1,391,244.43 3,952 21 1,395.196.64
Sundry appontment related costs 8488.35 3,621 72 12,110 07
Transport and carnage 354,899.40 - 354,800.40
Utlites 6,861 81 945807 16,319.88
T Tatalpuyments R o ma50q008 21,626,223 24 55:041,263,33
Net floating charge realizarions 160,241,549 43 2,607,591 2% 162,849,140 65
Secured creditors
RCF - letters of credn called up 15 816,000 00 - 15,810,000 00
B _RCF - letters of credit uncailed {held by Secunty Trustee) . 4,000 060 00 R - 4,000,000 00
Total RCF ndebtedness 19,810,000 00 - 19,810,000 00
Cash-backed indemnites 11,000,000.00 . 11,000,000 00
Recovery of costs and interest 2,289,791 18 - 2,289,791 18
Total secured creditor enntl 33,099,791 18 - 33,099,791 18
Preferential creditors
— __ Dustribution to preferential creitors (100 pence in the £) .. L76a36az e LT e 1i71636,12
Total preferentunl creditor distribution 1,716,136 14 - 1,716,136 12
VAT control account 1,894,221.51 399,22898 2,293,450.49
Balance held 1n interest hearing current accounts 127,719,843 64 3,006,820 20 130,326,663.84
Represented by
Held 1n Barclays 5,250 31085
Invested in high interest account 125,076,343-9%
Total 130,326,663.84

Phones 4U group - companies in adrmumstrahon
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Phones 4 U Group Limited — in administration
From 21 July 2016 to 20 January 2017

Directors' statement 15 September 2014 to 21 July 2016 to zo Total to 20 January
of affamrs 20July 2016 January 2017 2017
£ £ £ £

INoating charge
Receipts

- None - - -

- Total receipts - - -

Pay ments

- Total payments - - -

- Net floating charge realsations - - .

Represented by E
Held in Barclay s account -
Total .

Phones4U Finance ple — in administration
From 21 July 2016 to 20 January 2017

Directors' stolement 15 September 2014 to 21 July 2016 to 20 Total to 20 January
of affairs 20 July 2016 January zo017 2017
E E £ E
Floanng charge
Receipts
- Bank interest 752 - 752
4759 Cash avbank 4,758.97 - 4,75897
38,807 Intercompany debtors - ‘
43,566 Tatal receipts 4,766 49 R - 4,766 49
Payments
Bank charges 560 - 550
Legal fees 4,760.57 - 4,760 57
- To1al payments 4,766 17 - 4,766 17
43,566  Net floating charge realisations o 32 - 032

VAT contro] account -

43.566 Balance held in interest bearing current acccu 032 - 0332
Represented by £
Held in Barclay s account 032

Total 032
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MobileServ Limited — in administration
From 21 July 2016 to 20 January 2017

Directars” siatement 15 Septanber 2014 10 z1 July 2016 020 Total 1o 20 January
of aftaire 20 July 26 Sanpary 20v7 2017
E E £ £
Floating charge
Recelpts
{19.630.391) Cash al bank {gverdraft on appomtment - Sterling aceount) (15,610,098.07) (15,610,058.07)
Transfer from Phones 4U Limited to tover cverdraft 19,630 391 02 - 19,630,391 02
Cash at bank (currency accounts) - -
Evro account 71575219 - 715 75219
US Dollar account 9016 80 - 9916 Bo
463,681 Directors' loan account .
427 006 Entercompany debtors - -
Interest recelved groes 263,447 3 2.578.93 266 02616
Investments 444,556.23 444,556.23
Sundry debts and refunds - 10 00 10 0O
R Third party funds R mI77 {21377) -
_ 18739.8:1) _ Total recelpts S 545417907 HFI56 . .5456,554-33_
Paymentis
Bank charges 61 707 95 61 707 95
Legal fees 48,357 72 25 851 67 74,209.39
Office holders fees - 53 906,75 53,906 75
Office holdery’ expenses - 39736 39736
Sundry appolntment related costs 630 00 630.00
‘Total payments 110,695 67 80,155 78 190,851 45
Net floating charge realisations 5,343,483 50 {77,780 62) 5,265,702.88
VAT control account {10 B50 Bz) (10,860.82)
Balanece held in interest bearing current account 5,343,481 50 (BH.61.49) 5,254,842 06
Represented by £
Held 1n Bardays account 5,254, 842.06
Total 5,254,842.06

Note 1

MobileServ Limited had an overdraft of £19 6m and a cash balance of £4m, the latter of which was not reflected on the directors’
statement of affairs  Debit balances in the account of one of the Compamnies were set-off or transferred pursuant to the overdraft
arrangements 1n satisfaction of MobileServ’s overdraft habilities, leaving the cash balance of E4m in this admimstration

Note 2

MobileServ Lirted held foreign currency accounts with balances of €988k and US$15k which have now been converted to Sterling

Phones 4U group — companies mt admunstration
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Policy Administration Services Limited — in administration

From 21 July 2016 to 20 January 2017

Dnrectors’ statement 16 September 2014 to 21 July 2016 to 20 ‘Total to zo January
of affaurs 20Juby 2006 January 2017 2017
£ £ £ E
Trading viatement
Receipts

27 000,000  Customer InSUrince premisms 79,329,536 76 11,025,986.37 90.355.523 13
Customer refunds and claims patd b cash (1,918568.96) (360,785 85) (2,279,354 81)

Dividends recen ed from P4UC 17 650 000 OO 5,700,000 0O 23,350,000 00

Lnterest recerved gross 194 794 61 35 602,14 231,396.75

Sales of ureparabte phones 3,592,858 - 3.592,808.91

Sale of office equipment 583.33 - 58333

27,000,000 _Total trading receipts 98,849,244.65 16,401,802 66 115,251,047 31

Payments

Agents [ees 16,353,930 83 2,614,529 44 18,968,455 27

Bank charges 104,224 89 14933 14 119,15803

Duress payments 931 978233 - 931,978.33

Insurance 35493327 73 7:152,287 95 42,645,615 67

IT costs 182,887 82 2469203 207 579 85

Legal fees 1,162,554 23 109,369.50 1,271,923 73

Office costs 413 132.00 - 41313200

Office holders cxpenses 27,33918 219317 29,532.35

Office holders' fees 2,157 270 00 948.8t7 g5 3,106,087 95

Property 1861288 - 18,612.88

Stock purchase 16,586,607 69 1 633.483 17 18,220 090 BS

‘Trade ¢reditors 90 814 53 871 m 99535 54

Warehouse costs 357,826 0o - 957 826 00

Wages and salanes B832,199.41 - €32,199 41
.. Yotal tradmg payments e ZHTNETO5 52 12,509,022.36 _ 87,221,727 87

Trading account surplus/(loss) 24,136,539 13 3;892,780.30 28,029,319 44

I toating charge
Recelpts

35948  Accrued income - - -

14 724 121 Cash atbank 13 B25,702.60 13 f25 70260
47960  Prepayments - - -
4912977  Stock . - .
Tradung account balance (see above) 2413653913 3,892,780 30 28,029,319 44

19 721,006 Total receipts 37,962,241 73 3.892,780.30 41,855,022 04

Payments

Corporation tax 3.157 960 30 1,076 998.54 4,234 95884
. “Tolal pay menia " HI57:960 30 T1,076.996 59 . 433,958 89
VAT control account 899,248.46 634 2811 1,533,529 B7

Floahing charge realisnhons 33.905,032 97 2,181,500 35 36,086,533 33
Represented by £

Held a1 Barelays 9,565,507 37

Held at Lioyds 505,289 38

Held at ANZ 14 005,930 42

Held at QCBC 12,009 811 16

Total 36,086,533 33

Note 1

Stock referred to 1n the directors’ statement of affairs was utihse dunng trading

Note 2

The VAT control account shows the net position of the VAT payable and receivable by PAS We have agreed with HMRC that VAT 15
recoverable at 15% of some payments We continue to submit and agree VAT returns on a quarterly basis with HMRC and any
recoveries will be reflected 1 the VAT control account We also recover 100% of the VAT incurred on clmims costs from the insurer

Note 3

Cash held in P4UC 1s not included 1n this report
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Phosphorus Acquisition Limited - in administration

From 21 July 2016 to 20 January 2017

THrectors statement o - 15 September zot4 ta 21 Juby 2016 tazo “Total to 2o Jonuary
of affawrs 20 Juhy 2016 January 2017 2017
£ [ £ E
Floating charge
Receipts
69,473 Cash at bank 59,472.80 - 69,472.80
Bank interest 479 32 26 82 506.14
129,806 Intercompany deblors - - -
7,328 Prepayments - - -
206,607 Total recapts 69,952 12 26 82 69,978 94
Pay ments
Bank charges 340 - 3.40
Legal fees 6,820 67 18712 7 007 79
Office holders fees - 44,003 25 44,093-25
QOffice holders” expenses - 33319 33319
Sundry appointment related costs 425 00 . 425 00
. — o _Total poyments — - - o 224997 . ... .. 9401356 e 51,862 63
Net flaating chnrge realisations 62,703 05 (44,586 74) 18,116 31
VAT control aceount - (8,885 29} {8,885 29)
Balance held in interest bearing current account 62,703 05 (53,472 03) 9,231 02
Represented by £
Held in Barclays account 9,231 02
‘Taotal 9,231 02
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| 9.Statement of expenses incurred

As required by Rule 2 47 IR86, the following tables provide a summary of expenses incurred during the
penod of this report, and show whether those expenses have been paid or remained unpaid at the penod
end

The statements do not include any potential tax habilities that may be payable as expenses of the
administrabions 1n due course because amounts due will depend on the position at the end of the tax
accounting period

Phones 4U Limited — in admnistration
From 21 July 2016 to 20 January 2017

Expenses ncurred 1
hrought forward Expenses incurred in Total expenses to 20 Total expenses paid Exponses outstanding
from 20 July 2016 this perod Janusry 2017 to 20 January 2017 at 20 January 2017
® (&) (£) (3] (3]
Agents fees 2,157 113.07 s.su&pm.qaj 7,673,197 05 (7 659,363.95) 13.833.10
Amounts relating to stock 556577 0O - 556,577 00 (556,577 00)
Bank charges 22,533.90 :no43] 22,873.33 (22,873.33) -
Cleanung, and sue clenrance 34.555.37 3500 3,590 37 {34,:590.37} -
Consultancy fees 505,195 10 - S05,195 1D {505 195.10} -
Duress pay ments 1131484 96 -. 1 131,489 96 {1 131,489 96) -
Employee expenses 120,573:54 244412 123,017 66 (123,017 66) -
Employers NIC 193281987 97.468.45 2.030,288.32 (2,030,288332)
Gross wages and salanes 7 697 264 0O 142,030.46 7,839,294 46 (2,822,518.00) 16,776.37
Insarance 38257831 Bogbi47] 351,539 78 (39: 539 78) -
Irrecoverable VAT 179,330 03 = 179330 03 (179,330 03} -
IT costs 2,688,777.38 42.59974] 2,731.377 12 (2,731,377 12} -
Legal fees (P4L) 7678255 38 1,084,437 51 8,762 652.89 (8,:60,005.81) 602,687 08
Legal fees (other group entiies) 20 126.02 - 20,126 02 {20 126 02)
Lease/hire charges 3523 80 A 3,524 80 {3.524 80)
Office holders lees * 14,414 676 40 2,058,628 80 16,473.305.20 (14,325,213.85) 2,148,001.35
Office holders expenses 256,250.59 39 %45.57 296,196.16 {209 640 28) 86,555 83
Office holders expenses (PwC Legal LLF) 516,089 91 {51 470 00) 467 61991 (466,356 g1) 1,263 00
Other pay roll deductions 8556583 85,565 83 (85,565.83)
Penmon schemes 19,871.26 19,871 26 (19 871 26)
Petty cash 300 00 - 300 00 {300.00) -
Pre-appounitment expenses 30,255 91 4 30,255 41 (30 255 1)
Property expenses 8261 76 - Baf1 76 (8,261 76) -
Purchases 17,913-02 - 17 91302 (7.81302) ™ -
Rates 96,73917 790 00 97,529 17 {97,529 17) -
Rent 617,769 72 (107514) 6216 694 58 (6,216,694 58) -
Secury costs 104451 14 - 104,451 14 (104,451 14)
Service charges 308,476 82 L 308,476 &2 (308,476.82)
Statutory advertising 204 46 ) 294.46 (294 46} .
Storage costs 1,991 244.43 11 163 19 1,402,407 62 (1,395 196 64) 721098
Sundry appeintment related costs B4B3.35 3.621 72] 12,110,097 (12,110 07} -
Transport and carmage 354,809 40 - 254 899.40 {354 899.40) -
Utiles 6 861 & 9458071 16,319 88 (16 319.88)
Centnbutian to expenses excluding legal (6,626,939 05) (81 744 00) (6,708,683.05) 6,708,683 05
fees from group compankes I
Tatal 42,325,179 66 8,883,718 37 51,208,898 o3 (38,332,480.27) 2,876,417 76

Note1
Legal fees incurred for each company are shown in their respectine expenses statements on the following pages We continue to review
and recharge legal expenses paid by P4U on behalf of other Group companies and recharge them as appropnate

Note 2
We have restated the brought forward offiec holders’ fees {marked with *) to include fees incurred 1n respect of the previously
Excluded Work which we sought and obtained approval for dunng the period
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Phones 4 U Group Limited — in administration

From 21 July 2016 to 20 January 2017

Expenses incurred ] EXpenses
hrought forward | kxpenses incurred Total expenses to Expenses paid to outstanding as st
from 20 July 2016 in this period. 20 January 2047 20 January za17 20 January 2017
(E) (£) (£) (E) (£)
Legal fees 6,143 06 3 6,143 06 - 6143 06
Office holders expenses 27653 192 36' 468 89 - 468 89
Office holders' fees * 7373175 1,391.50 Bsa23 25 - 85,123 25
Totxl 80,151 34 13,583.86 91,735.20 - 93,735 20
Note1
We have restated the brought forward office holders’ fees (marked with *) to include fees incurred 1n respect of the previously
Excluded Work which we sought and obtained approva! for dunng the penod
Phones4U Finance ple — in administration
From 21 July 2016 to 20 January 2017
Expenses incurred ] Expenses
brought forward | Expenses incurred Tolal expenses to Expenses paid to outstanding as at
from 20 July 2016 in this penod 20 January 2017 20 January 2017 20 January 2017
- (£) (£) (E) (E) (E)
Bank charges 560 T 560 (5 60) -
Legal fees 6,202 30 % 6,202 30 (4.760.57) 144173
Office holders' expenses 522.01 137342, 1.896 33 - 1,896 33
Office holders' fees * 55.585 25 5.333 75 60,919 0o - 60,919 00
Profassiona) fees 76,066.56 -! 79,966 56 - 79,966.56
Total 142,282 62 6,707 17 148,989 79 (4,766 17) 144,223 62
Note 1
We havc restated the brought forward office holders’ fees (marked with *) to include fees incurred in respect of the previously
Excluded Work which we sought and obtained approval for dunng the period
MobileServ Limited ~ in administration
From 21 July 2016 to 20 January 2017
Expenses incurred ] Expenses
brought forward | Expenses mcurred Total exp to Exp pad to outstanding as at
from 2o July 2016 1 this period 20 January 2017 20 January 2017 20 January 2017
(E) (£) (E) (£} {£)
Bank charges 61,707 95 - 61,707 95 (61,707 95) -
Legal fees 74,209 39 - 74,209 39 (74,209 39) -
Office holders' expenses 397.36 192-35‘ 58972 (397 36) 192 36
Oifice holders' fees * 53,9875 13,949 25 67,031 00 (53,906 75) 14,024 25
Sundry appomntment related costs 630 00 l 630 00 (630 00) -
Total 190,926 45 14,1431 61 205,068 06 (190,851 45) 14,216 61
Note1

We have restated the brought forward office holders’ fees (marked with *) to include fees incurred 1n respect of the previously
Excluded Work which we sought and obtained approval for dunng the penod
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Phosphorus Acquisition Limited — in administration
From 21 July 2016 to 20 January 2017

Expenses incuwrred 1 Expenses
brought forward | Expenses incurred Total exp to Exp paid to outstanding as at
from zo Juhy 2016 un this perniod 20 January 2017 20 Janunry 2017 20 January 2017
.
(E) (£) (E) (E) (E)
Bank charges 340 .I 340 (3.40) -
Legal fees 7:007 79 Y 7,007 79 (7,007 79) -
Office holders expenses 33319 192 36 525 55 (333 19) 192 36
Office holders' fees * 44,093 25 4.93850_ 49,081 75 (44,093 25) 4,988 50
Sundny appomntment related costs 42500 9 00! 434 00 (425 c0) 9 oo
Total 51,862 63 5,189 B6 57,052 49 (51,862.63) 5,189 86
Note 1
We have restated the brought forward office holders’ fees (marhed with *) to include fees incurred in respect of the previously
Excluded Work which we sought and obtained approval for dunng the perniod
Policy Administration Services Limited — in administration
From 21 July 2016 to 20 January 2017
Expenses incurred  § Expenses
brought forward | Expenscs incurred Total expenses to  Total expenses pmid outstandng at 20
from 20 July 2016 wn this penod 20 January 2017 to 2o .January 2017 January zei7
(£) (E) &) (E) {£)_
Agents' fees 17,776,529 & 2,470,033 18 20 246,563.05 (18,968 455 27) 1,278107 78
Bank charges 171,490 12 3340242 204,802 84 (119,158.03) 85,734 5t
Duress payments 931,978 33 - 931,978.33 (931,97833) -
Insurance 3713494871 6,649,956 06 | 43,784,404 77 (42,645,615 67) 1,138,789 10
1T costs 682 887 82 (475,307 57) 207,579 85 (207,579 85) -
Legal fees 1,196,098 78 75824 95 | 1,271,923 73 (1,271,923.73) -
Office costs 413,132.00 - 413,132 00 (413,132 00) -
Office holders’ fees * 3,114 84010 516,861 90 3,631,702 00 (3,106,087 95) 525,619 05
Office holders expenses 29,532.35 Baq 25 30,376.60 (29,532 35) 844 25
Property 18,612 88 - 18,612 88 {18,612 88) -
Stock purchase 16736 607 69 1,483.48317 18,220,090 86 (18,220,090 B6) -
Trade creduors 106,287 53 17,847 25 124,134 78 (99,535 54) 24,599 24
Warehouse costs 357,826.00 - 357,826.00 (357,826 00} -
Wages and salanes 832,199 41 - 832,199 41 (832,199 41} -
:l'Tn] 79:502,971 59 10,772,445 21 90,275,416 80 (87,221,727 87) 3,053,688 93 __

Note1

We have restated the brought forward office holders’ fees (marked with *) to include fees incurred 1n respect of the previously

Excluded Work which we sought and obtained approval for dunng the pernod
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| 10. Estimated financial outcome statement

We provide below an estimated financial outcome statement for the Compantes

£'m Low High Progress report section
Total asset realisations Note 1 2217 2217  Section 51
Less costs of realisations (20 6) (188) Sectiong1
Net realisations 201.1 202.9

PAS

Trading 341 351

Corporation tax (55) (57)

PAS Administrators’ fees Note 2 (54) (54)

Legal fees Note 2 (16) (16)

Prescribed part {0 6) (06)

Total PAS 21.1 21.8 Sections2
Other costs

Administrators fees (187) (182) Sections6
RCF set off costs Note 3 (24 1) (221) Sections?7
Other professional fees (11 5) (101) Sechon78
Preferential creditors (17) {17) Sections8
Prescribed part (12) {(12) Sections8
Potential VAT expense Note 4 (37 4) (374) Sectionza
Total available to secured creditors 127.5 134.1

Super senior notes 4300 4300

Estimated return 30% 31% Section g4
Note

As noted earher in this report, we have not disclosed the estimated reahisable value for MNO receivables, as to do so would be to
disclose potentially commereaially sensitive information and may prejudice the value of realisations in the admumstration We have not
included any expenses in relation to the MNO recervables work stream within our calculations, except to the extent that PwC and third
party costs have been wincurred to 20 January 2017 The same approach has been taken in respeet of our investigatory work, from
which no prospective income has been assumed and no associated costs have been reflected, except to the extent that PwC and third
party costs have been incurred to 20 January 2017

Our estimates of divdend prospects do not therefore include these sigmificant items and the actual dividend outcomes may be
matenally different Therefore, our estimates of dividend prospects should be treated with caution

Note 2
Applicable PAS costs include irrecoverable VAT

Noteg

E2 3m of these costs reflect outstanding interest and fees due to the RCF lenders, the Secunty Trustee and the onginal Semor Notes
Trustee and their respective adwisors which were settled duning the set off process under the terms of the loan documentation As
noted in Section 5 7, whilst we expect that all funds retained by the Secunity Trustee and Sentor Notes Trustee (net of any legal and
trustee fees) will be returned to the secured creditors, we have reflected the risk that E2m 15 required to be used to fund any future
claims 1n our lower case calculation

Note 5

This amount has been included as a potential expense of the admunistration 1n both the upper and lower case estumates for ustration
only We remain of the opinion that the VAT treatment of trade bills matunng post-admimstration 1s such that the VAT hability forms
an unsecured creditor of the estate
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