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Building namelnumber| Grant Thomton UK LLP
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Administrator’s name @

Full forename(s)
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Surname

| Dale
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Administrator’s address @
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AMO7

Notice of creditor's decision on administrator’s propaosals

Purpose of procedure or meeting

1 - Whether a creditors' committee be formed

2 - The approval of the administrators' proposals

3 - That the remuneration of the joint administrators be fixed
according to the time properly spent by the joint administrators™ and
their staff

4 — That the joint administrators’ out of pocket expenses at cost;
mileage is charged at 45p per mile, be approved

5 — That the joint administrators pre-appointment costs of £48,862
be approved

Description of procedure or meeting®

Decision by correspondence

@ Whether it was a virtual or physical
meeting, some other decision
pracedure {please describe), ar
deemad consent.

Address of meeting

IIf a meeting was held at a physical location, give the address below.

Building name/number I

Street

Post town

County/Region

Postcode

rrrrrr

Country

|
|
|
|
|
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AMO7

Notice of creditor's decision on administrator’s proposals

Other platform for decision procedure or meeting®

@ |f a meeting was not held at {or
the decision procedure was not
undertaken at) a physical location,
tell us what means were used—for
example email, videolink

Meeting

ff a meeting was held was the required quorum met?
Yes
O No

Details of creditors’ decisions

Details of decisions including any modifications to the proposals approved by
the creditors are as follows:

The joint administrators' proposals were approved

Details of any resolutions passed

Give details of any resolutions which were passed.

No creditors' committee was formed

The remuneration of the joint administrators was fixed according to
the time properly spent by the joint administrators' and their staff

The joint admunistrators’ out of pocket expenses at cost; mileage is
charged at 45p per mile were approved

The joint administrators pre-appointment costs of £48,862 were
approved
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Date and time of decision made or resolution passed

Date

Time

fife [ofr Fefolrfo

m

Sign and date

Administrator's
signature

Signature date

Signature

X
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Notice of creditor’s decision on administrator’s proposals

B Presenter informatian

n Important information

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

Contact name

Matthew Drinkwater

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

E Where to send

{ompany name

Grant Thornton UK LLP

Address

4 Hardman Sqgaure

| Spinningfields

Manchester
County/Reqion

I!TW!TVFI?I? [T

lnx

[ Past town

I Telephone

0161 953 6386

Checklist

We may return forms completed incorrectly or
with information missing.

Please make sure you have remembered the

following:

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

O You have signed the form.

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

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

ﬂ Further information

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

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

This form has been provided free of charge by Companies House,
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o GrantThornton

Recovery and Recrganisation
Grant Thomtan UK LLP

Air and Cargo Services 4 Hardmen Square

Spinningfields

Limited - In Administration 5™
(the Company)

Report to Creditors’ required under
Statement of Insolvency Practice 16 and
Joint Administrators’ Proposals

Prepared by: Russell Simpson, Joint Administrator

Contact details: Should you wish to discuss any matters in
this report, please do not hesitate to
contact lan Avery on 020 7728 2242



Executive summary

+ Russell Simpson and Helen Dale of Grant Thornton UK LLP {Grant Thornton) were appointed
as joint administrators of Air and Cargo Services Limited on 13 December 2018

+ Upon appointment, we sold the trade and certain assets of Air and Cargo Services Limited to
Ligentia UK Limited (LUK}

+ The transaction was entered into in pursuit of achieving a better result for the Company's
creditors as a whole than would be iikely if the Company were wound up without first being in
administration, being a statutory purpose of administration. We are of the opinion that the
outcome was the best that could reasonably be achieved for creditors as a whole in all the
circumstances

+ Following on from our appointment we are submitting our proposals pursuant to paragraph 49(1)
of Schedule B1 to the Insolvency Act 1986 for achieving the objectives of the admiristration and
this report contains the information required by rule 3.35 of the Insolvency (England and Wales)

Rules 2016

M
T

——

Russell Simpson
Joint Administrator

18 December 2018
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2.1

2.2

Initial introduction

This section provides details of how Grant Thornton was introduced to the Company and details of our
prior invalvement,

Initial introduction

Grant Thornton UK LLP was intraduced to the Company by Barclays Bank plc (the Bank) on 18 Octaber
2018 and was engaged by both parties to assess the Company’s short term cash flow forecasts and the
options available to the Company and the Bank. The Bank are the Company’s primary lenders who
provided banking services and a confidential invoice discounting facility to them. The fee charged for
this particular engagement was £47,580.75 plus disbursements and VAT.

Prior involvement with the Company

Grant Thornton's engagement terms were extended by the Company and the Bank on

19 November 2018 to undertake contingency planning and to provide on-going monitoring of the
Company’s refinancing plans The fee charged for this particular engagement was £17,869.50 plus
VAT.

Engagement terms were again extended by the Company and the Bank on 27 November 2018 to
market and selt either the Company’s share capital or the trade and assets of the Company on an
accelerated basis and take steps to assist the Directors to prepare the Company for administration to
complete the sale. Qur time costs for our work from 27 November 2018 to appointrment are capped at
£48,862 and we will be seeking approval for these amounts to be paid from the administration estate,
subject to approval of the creditors.
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3.1

3.2

Pre-appointment
considerations

This section provides details of the considerations and the work done by us, as proposed
administrators, prior to our appomtment in arder to determine that a prepack was the optimal strategy in
maximising the return for creditors.

Nature of the Company’s business

The Company was incomorated on 6 December 1945,

The Company is an international freight forwarding business, facilitating air, ocean and road freight
forwarding together with supply chain management, insurance inventory control, warehousing and
distribution services. Annual turnover was ¢ £70 million, of which ¢.50% represented import duty and
VAT which was recharged on behalf of the Company’s customers. There were 83 employees situated
across seven UK and three overseas branches:

s Gatwick (where the head office function is located)
» Heathrow

s Manchester

e (Glasgow

= PBristol

« Tilsbury

» Felixstowe

+ Dusseldorf {(Germany)

« Hong Kang

« Bangkok

The Company also has three branches that are operated through separate subsidiaries, operating from
Atlanta (USA), [dahe (USA) and Ho Chi Minh City (Vietnam). Together these subsidiaries emplay a
further 18 employees.

Causes of the Company’s distress

The insolvency of the Company is as a result of liquidity 1ssues, which can primarnily be attributed to

s A decline in trading between January and Apnl 2018 coinciding with increased competition in the
market, putting a squeeze an margins

+ The acquisition of its US subsidsaries in 2015, which then required ¢.£1 million of inter-company
funding to cover on-going trading losses

+ Bad debts linked with three of the Company’s major customers, totalling £474,000

+ Exchange rate losses as a consequence of macro-economic factors

During a periodical audit by the Bank on 11 October 2018 it was uncovered that there were cash flow
1ssues within the business and evidence of actions taken by the Company that were caontrary to the
terms of the invoice discounting facility In ight of this, the Company was unable to make its monthly
duty deferment payment to HM Revenue & Customs (HMRC) on 15 October 2018 (in respect of
September 2018’s duty totaling £2 6 million) The Company aiso faied to make the scheduled duty
deferment payment to HMRC in mid-November 2018 in respect of the duty to 15 October 2018 {in the
sum of £1 8 million)




3.3

3.4

Actions taken by the Company

The Directors initially carried out an operational restructuring hetwaen August and September 2018
which resulted in the closure of their Southampton branch and the redundancy of five members of staff,
with the aim of reducing overheads by £339,000 per month

The Company had also been in discussions with third parties for the majority of 2018 to seek a sale of
the US subsidiary. We understand that discussions with an initial party falled to complete in the first half
of 2018 and discussions with a second party resulted in agreed heads of terms by October 2018.
However, the transaction failed to complete by the time of our administration appointment

In hight of the cash flow issues within the business, the Directors, supported by their advisors from
Royce Peeling Green Limited, sought to:

+ Refinance the Company's banking facllities, and
+  Seek a time-to-pay agreement with HMRC in respect of the £4.4 million overdue duty, which
resulted in the submission of a time-to-pay proposals on 14 November 2018

The shareholders (representing four of the five directors) also considered an equity injection of
¢.£400,000, however, this was dependent upon the two conditions above being finalised

On 23 November 2018, the Directors concluded that the two conditions were proving challenging and
were contingent upon each other, with the Company’s HMRC time-to-pay proposal having been refected
earlier that day.

In hght of the Directors’ conclusion, Grant Thornton was engaged by the Company and the Bank on
27 November 2018 to conduct an accelerated merger & acquisition {(AMA) sales process for either the
disposal of the Company’s share capital or trade and assets.

Prior to our engagement to conduct an AMA sales process, the Directors independently commenced
disposal discussions with two separate trade parties dunng the week commencing 18 November 2018

Alternative courses of action considered by the proposed
administrators

Duning our contingency planning engagement and, in addition to the refinancing discussions that were
explored by the Directors and their advisers, we considered and discussed a number of alternative
options with the Directors and their advisors We considered whether the following options could
remedy the distressed position of the business

* A 'non-distressed’ solvent sale of the business
+ A Company Voluntary Arrangement (CVA)
+ A solvent sale of the business following an accelerated sales process

These options had the potential to provide the least disruption to the business, but relied upon adeguate
time being available to allow for these options to be explored, together with a viable business plan.

During the week commencing 19 November 2018, the Directors had also held initial discussions with
two potential purchasers to explore a solvent sale of the business This process failed to resultin an
offer for the shares of the business However, 1t did result in an offer for the Company’s business and
assets of £100,000, which was received on 25 November 2018.

On 23 November 2018, the Directors obtained verbal feedback from HMRC rejecting the Directors' time-
to-pay proposal and setting out their conditions for a proposal that could potentially be acceptable to
HMRC. This required that 50% of the outstanding duty was paid in the first month and over a period
shorter than the 12 months inthially proposed by the Directors. This proposal was deemed to be
unaffardable by the Directors On 23 November 2018, HMRC also sent a letter to the Company
threatening that debt recovery action would commence within seven days (1.e. by 3 December 2018).




3.5

Solvent sale of the business

As a consequence of the rejection of the Company’s time-to-pay proposal to HMRC, the options
referenced above were no fonger considered viable to the Company, as there was insufficient time to
progress interest with potential purchasers over an extended timeframe,

Furthemmore, even If the shares in the Company were to be sold for anly £1, 1t was considered that at
least £8.0 million would need to he injected into the Company following an acquisition in respect of:

¢ £3.3 million — Bank borrowing
«  £4.3 milhon — HMRC overdue duty
 £0.6 milion — assumed other trade creditor stretch

Given that the Company had made a loss before tax of ¢.£0.5 million in the 11 months to August 2018, it
was considered unlkely by the Company and their advisors that a solvent sale was possible. This view

was supported by the offer received on 25 November 2018, which was only for the Company’s business
and assets.

CVA

For a CVA proposal to be achievable, not only would this process require a period of time to prepare for
and execute (during which the Company wouid be open ta debt recovery action by HMRC and / or other
creditors), the CVA would require a feasible business plan and the support of HMRC in order to achieve
the requisite approval As the CVA would have represented a more formal version of conditions being
offered under the time-to-pay arrangement previously under discussion, it was considered doubtful that
HMRC's support would be abtained given their stance in the previous tme-to-pay negotiations.

Ultimately, the Company concluded, in consultation with the Bank, that an AMA process would likely
achieve the best result for creditors as a whole and we were engaged to undertake this process from
27 November 2018.

Trading in administration

It was determined that trading the Company in an administration, whilst running an extended sales
process, was not in the interests of creditors as.

+ the AMA sales process marketed the Company extensively to both distressed investors and trade
buyers and therefore the offer accepted was considered to be fair market value and to provide the
best return to creditors

+ it was considered unlikely that a sales process within the administration would provide a better offer
or higher return to creditors

+ the Company considered that key employees would likely leave upon an administration
appointment or extended sales process, which would have resulted in a rapid deterioration of trade
and therefore the underlying trade of the Company

« we did not have committed financing to fund an on-going trading peried in the administration, which
would ultimately impact upon the trade of the business and the nisk of achieving value for the
creditors

Requests made to obtain funding for the administration

In light of the points highlighted above, we considered that continuing to trade the Company in
administration would not have resulted in an improved outcome for the creditors as a whole, as opposed
to the offers which had been received in the AMA sales process. As a result, no funding request was
made to any lender or third party to fund a trading administration process.




3.6

3.7

Consultation with major creditors and key stakeholders

There are four registered charges in favour of the Bank, details of which are below

Date of charge Details of charge

26 July 1978 Fixed and floating charge debenture
7 June 2011 Fixed and floating charge debenture
10 June 2011 Fixed charge over debit balances
12 November 2018 Fixed charge over deposit account

Over the course of our engagement in respect of the Company, the Directors and ourselves have been
in frequent consultation with the Bank

The Bank was consulted as part of our previous engagements where Grant Thornton undertook a
review of the Company’s cash flow and provided contingency planning The Bank was also included in
key discussions regarding the sales process and in the assessment of the vanous offers received. As
charge holder, the Bank's consent had been received to complete the sale.

Following discovery of the cash flow issues, the Bank continued to support the Company and maintain
its banking facilities whilst refinancing discussions were explored and a time-to-pay agreement was
sought.

In Iight of the falled refinancing discussians, the Bank confirmed that, given the limited options available
to the Company, 1t would support the AMA szales process and approved our proposal that a pre-
packaged sale of the business and certain assets of the Company was completed.

On 30 November 2018, the Company, via its advisors, approached HMRC n order to seek an extension
of forbearance to their debt recovery achon, in order to provide time to run an extended sales process.
They were also advised that we had been engaged to run the AMA,

HMRC confirmed that it could offer no further time and that the matter would be transferred to its
relevant office to commence recovery action.

Previous connected insolvencies

We are not aware of any previous insolvency in respeact of the Company.

The Directors have advised that the business/assets have not been acquired from an insolvency
process in the last 24 months




4.1

Marketing of the business
and assets

Marketing strategy

In light of the rejection of the Company's time-to-pay proposal, it was considered that there was a very
limited timeframe avarlable to run a sales process and complete a transaction.

Following discussions with the Directors, we identified that the most likely purchaser would be a UK
trade party. International trade parties without existing UK operations were considered to be unable to
transact in the timeline available due to the inability to cbtain a number of required registrations over the
timeline available. We also considered it to be appropnate to approach a number of distressed special
situations / turnaround focused private equity firns based on their previous / existing investments and
known ability to transact in a very short timeframe. As a result, it was agreed we would contact the
following parties as part of our sales process:

 Five UK trade parties (including the two parties contacted by the Directors during the week
commencing 19 November 2018) identified on their swtable fit or known ability to transact In a short
pernod of time

+ Nine special situations / turnaround focused private equity firms

« Aninternational trade party that had been in discussion with the Company over the acquisition of
the US subsidiary over the proceeding manths

All parties were approached from 29 November 2018 and were requested to submit best and final offers
by 12 noon an 4 December 2018, together with confirmatian of their ability to complete the sale by 4pm
on 7 December 2018,

We elected not to approach the Company’s customer base as we were concerned that this would
damage the value of the business and accelerate its decline given their ability to disrupt work-in-
progress.

Having considered matters carefully, we also concluded that marketing more widely or to include online
communication would have been detrimental to the sale of the business, due to the imited time
avallable to manage enguinies from third parties and the potential of erosion of the underlying business

As a consequence of the short imescales set to commence the sales process and complete the sale,
no teaser document or information memorandum was submitted to parties Instead, the parties were
nially given a ‘no-names' bniefing and then requested to sign a non-disclosure agreement to obtain
access to a data room and given access to the Directors, In order to make any enquines as part of their
due dihgence process.

All the speaial situations / turnaround focused private equity firms approached declined to participate in
explornng the opportunity for a variety of reasons, pnmarily being the lack of tangible assets, abilty to
substantially improve operating margins and previous knowledge / experience of the sector From the
trade buyers, two of the UK trade parties submitted best and final offers.




4.2

Offers received
The two offers received on 4 December 2018 are summarised below
Offer A (LUK's initial offer)

¢ Cash consideration of £500,000

s The offer was for the entire business and assets, excluding the shareholding in the US and
Vietnamese subsidiaries. All employees in the Company were to be transferred as part of the
transaction

+ The offerincluded a transitional services agreement to assist the Bank in collecting out the debtor
book

s All UK operating premises were to be acquired, with the exception of Heathrow and Gatwick

Offer B:

+ (Cash consideration of £700,000

s The offer was for the business and assets at three sites only (Glasgow, Manchester and Bnstol)
+  Only employees based at these three sites would be transferred (20 of 83)

« Al operations, work-in-progress and contracts from the other branches were to be excluded

» An assignment of two of the leases to be agreed and a short-term licence only for the third site

Whilst the consideration with Offer A was lower than Offer B, it was considered that the conditions within
Offer A provided creditors as a whole a better outcame. Specifically:

s greater assurances and protection surrounding the collection of the debtor beok (which on a
piecemeal sale would have put at nsk any debtor balances relating to closed branches), maximising
the recovery for the Bank and increasing the opportunity of a surplus which would be available to
the creditors as a whole. Specifically, the work-in-progress across all branches was to be
transferred, minimising the nsk of customer disruption and potential offset against existing debtor
books

« areduced creditor base with the preservation of ongoing employment for the employees and the
retention of customer / supplier contracts and the majority of the property leases / licenses

+ lower estimated administration costs, as no branches would have to be closed

+ lower perceived transaction risk due to Offer B's stated due diligence requirements before they
could complete

Both the Company and the Bank agreed that Offer A provided the best possible outcome for the
creditors. As a result, Offer A was accepted on 4 December 2018 and a penod of exclusivity was
granted to allow for the final preparations to achieve the sale by 7 December 2018,

As administration seemed inevitable (given a pre-pack sale was required to sell the business and assets
only) and there was an increasing nsk that a winding-up petition would be 1ssued by HMRC, which
would be detrimental to the AMA process, the Directors filed a Notice of Intention to Appoint
Administrators on 7 December 2018.

During the period of exclusivity, LUK continued with their due diligence prior to the targeted completion
date on 7 December 2018. During this time, a vanety of further 1ssues were uncovered by LUK, which
they deemed critical to the value of the transaction. This initial discovery led to a delay in the transaction
{with a new target date set for 11 December 2018) as the I1ssues were addressed more fully by the
parties involved. The most notable 1ssues inciuded

s the potential ongoing supply issues pertaining to carner suppliers, who could enforce a hen over
goods in transit if their pre-appointment balances were not settled (which would instead rank as an
unsecurad claim n the administration)

* the outstanding wages due for the period 1 December 2018 to 11 December 2018, valued at
£135,000 and outstanding staff commission habilities totailing £99,000, which were unknown
llabilities that would require setlement by the purchaser to ensure staff retention post-transaction




Fallowing ongoing negotiations surrounding these issues an 11 December 2018, LUK revised their offer
to £100,000, with the condition that the Company made a payment to settle the outstanding salary of
£135,000 pre-appcintment.

Hawing recast the impact of this price reduction into cur autcome analysis and noting the LUK offered
the preservation of employment for the majority of the employees (as noted above), we concluded with
the Directors and the Bank that this remained the best offer availlable for creditars and this revised offer
was accepted on 11 December 2018 and completed at 4.07pm on 13 December 2018 We believed
that this reduced offer still presented the hest outcome for the creditors as a whole

In hight of LUK's reduced offer, we considered re-opening discussions with the bidder of Offer B — but
this was discounted for the following reasons:

= Even though the headline consideration was potentially higher, the Company's financial position
had further deteriorated during the intervening period and payments were being reduced to a critical

only basis
» The bidder's initial offer letter stated their due diigence requirement which would take time to

complete and present a transaction risk

= There was the likelihoad that the bidder’s offer would be reduced as the proposition would be seen
as a distressed offering following their inihal rejection

+ As LUK were substantially advanced in their pre-acquisition work, they were well placed to transact
In a short tme frame

Finally, noting that the bidder only wanted three locations (and only the WIP at those locations), this
would result in a hard closure at 10 locations with an advarse impact on debtor collections and costs of
the administration would also be considerably higher.

In addition to the above, we have received interest in the shares of the US subsidiary and are currently
undergoing negotiations in order complate this sale as scon as possible. Due to the sensitive nature of
the transaction, no further details can be provided at this stage, but it is expected that the transaction
will be completed in the near future.




5.1

5.2

5.3

Valuation of the business
and assets

Basis of valuations

We obtained valuations of the assets in order to perform financial analysis to enabie us to make a
decision as to whether the transaction would be in the best interests of the creditors as a whole.

A break-up valuation reflects the value of the assets should the Company cease to trade This 1s used to
estimate the outcome for creditors should the transaction not occur and the Company proceed into
liquidation. This 1 considered the worst-case position for creditors.

A going concern valuation reflects the value of the assets where a transaction includes a trading
business. This is typically of greater value than a break-up basis due to the attributing of value to
goodwill and future income streams. A going concern value is used to provide a guide to administrators
as to the value of iIndividual assets being sold as part of a wider transaction.

We consider that we obtained fair market vaiue through the marketing process undertaken, as,
ultimately, the assets are worth what a party will pay for them in the circumstances, taking inte account
the distressed nature of the business. We considered the offers received (considered to be fair market
value) against the break-up value to ensure that the transaction provided a better position far the
creditors

Qur outcome analysis was supported by work prepared by Atlantic Risk Management Services Limited
— the Bank’s appointed advisers in respect of the debtor book. Their work provided estimates in respect
of recoverability in these scenarios.

Intangible assets

The Company has been suffering trading losses for some time and, due to the depleting cash in the
business and increasing creditor pressure, it faced closure. In the circumstances, 1t has not been
possible to obtain a meaningful valuation and we have concluded the goodwill was of notional value.

Chattel assets

Peter Atkinson of Hilco Appraisal Limited (Hilco) was engaged by us on 30 November 2018 in order to
provide a professional valuation of the Company's tangible assets on a desktop basis. Peter Atkinson is
a member of the Royal Institute of Chartered Surveyors. Hilco has confirmed its independence in this
matter and that it carries adequate professional indemnity insurance

In respect of the machinery and business assets, located at six sites across the UK, the valuation
provides a value of

e  £52 000 -n situ basis
e  £37 000 — ex-situ basis

.t d



6 The transaction

6.1

Details of the transaction

Date of transaction

13 December 2018

Identity of purchaser

Ligentia UK Limited (LUK)

Purchaser's connection to the Company

No connection to the shareholders, secured creditors, or
their associates

Directors' relationship with Purchaser

No known relationships, albeit the employment of three of
the Directors has transferred to LUK as part of the
transaction Two of the pre-appointment directors did not
transfer as part of the transaction

Assets sold and consideration

All business and assets of the Company, with the exception
of the debtor book and the shares in Air and Cargo
Services Inc, LSldaho Inc, Air and Cargo Services Vietnam
Co. Ltd and the Dusseldorf branch

The consideration was paid 1n full upon completion

Consideration related to assets subject
to fixed charges

Goodwill £1
Intellectual property £1

Consideration related to assets subject

to floating charges
Business records £1
Employee loans £1
Information technology £21,500
Plant and equipment £21,500
Supplier contracts £1
Stock £5,000
Vehicles £9,000
Work in progress £42 994
Customer contracts £1

Terms of consideration

£100,000 consideration payable upon completion of the
transaction. No deferred consideration, optons, buyback
agreement, or other conditions attached to the
consideration

Connected party transactions

Nane

Directors' guarantees related to the
transaction

None




Four of the Company's Directors have previously prowded
personal guarantees to the Bank in the sum of £548,000 in

respect of the existing borrowing

Providers of finance to the transaction

None — funded by LUK’s existing cash reserves




/ Pre-pack pool

7.1 Connected party transactions

The purchaser 1s not a party connected to the Company, therefore no approach was made to the pre-
pack poel, 2 bady of independent reviewers of pre-packaged sales of businesses from cases of

company administration
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8.1

8.2

Joint Administrators’
proposals

The administration constitutes "main proceedings” under the EU Regulation on Insolvency Proceedings
{(article 3{1)) as the company's registered office is and always has been in England and its management
and principal trading activities are conducted in the United Kingdom.

The objective of an administration 1s to rescue the company as a going concern or to achieve a befter
result for the company's creditors as a whole than would be likely if the company were wound up, or, If
neither of these I1s reasonably practicable, to realise property In order to make a distribution to one or
more secured or preferential creditors.

Assets and liabilities

The directors have been requested to prepare a statement of affairs of the Company and a copy will be
provided to creditors in due course. In the meantime, an estimated outcome statement including an
estimate of the financial position of the Company 1s attached at Appendix B, tegether with a list of the
names and addresses of the creditors, the amount of their debts and details of any security hefd

Appendix B includes details of the amount avaltable for the satisfaction of unsecured liabilities. The net
property is estimated to be between £NIL and £148,000 with an estimated distnbution to creditors of
between NIL and 1.1p in the £.

Barclays Bank ple
The Bank’s indebtedness at the date of appointmentis ¢.£3.7 million.

Additionally, the Bank have provided a guarantee to HM Revenue and Customs in the sum of £600,000,
in respect of the Company's former duty deferment account. The Company deposited £462,000 into a
cash cover account in respect of this deposit to cover an element of the potential liability under this
guarantee.

Four of the Company's directars have provided personal guarantees to the Bank totalling £548,000

Conduct of the administration

In this administration, the rescue of the company as a going concern was not an appropnate strategy
because an offer for the share capital of the Company was not received before or during the AMA
process.

We concluded that the best way of achieving the objective of the administration was to implement the
sale of the company's business and assets as described above

The assets which have not been disposed of are

- The debtor book valued at £3 802 million as these are owned by the Bank under their fixed
charge and the terms of their Invoice discounting facility
- The shares In the Vietnamese subsichary

The Bank has a fixed charge over the debtor book and have instructed Atlantic to wark with LUK to
realise the balances due We will be provided with regular updates on the collections pracess and any
surplus amounts after the Bank has been paid in full will be paid into the administration estate and will
be avallable to the creditors as floating charge realisations.




8.3

Proposals for achieving the objective of the administration

The administrators will continue to pursue the objective of achieving a better result for the Company's
creditors as a whole than would be likely If the company were wound up

This objective will be achieved by the administrators completing the sale of the UK business to LUK and

realising the remaining assets, including the sale of the US subsidiary and recovenng any surplus
balance from the debt collection exercise undertaken by Atlantic on behalf of the Bank.

It 1s proposed that the administration will end by the Company going into creditors' voluntary liquidation,
or If there are no monies available for unsecured creditors, other than the prescribed part (which will be
distributed by the administrators), by the dissolution of the Company If the Company 1s placed into
creditors' voluntary liquidation, it is proposed that the administrators in office at that date will be
appointed liquidatars, any act in the liquidation to be done by any cne or more of the liquidators.
However, creditors may nominate a different liquidator or hquidators if nomination to that effect 1s
received before the approval of these propasals.




Administrators'
remuneration and
disbursements

The basis of the administrators’ remuneration is to be fixed by the creditors. If a creditors’ committee is
appointed, then this 1s a matter for the committee. If no committee is appointed, a decision of the
creditors will be required.

Pre-administration costs unpaid at the date of appointment of the administrators may also be approved
as above under rule 3.52 to rank as an expense of the administration. Approval of the statement of
proposais does not constitute approval either of the administrators' remuneration or of unpaid pre-
administration costs

Please see Appendix C for details of our remuneration, expenses and payments made to associates in
accordance with Statement of Insclvency Practice 9, which includes details of our proposed fee basis.




10 Decision of creditors

We attach notices for a decision of the creditors as they are required in respect of the resolution below:

1

A creditors’ committee be formed. Information concerning creditors’ committees can be found in
Liquidation / Creditors' Committees and Commussioners A Guide for Creditors published by the
Association of Business Recovery Professicnals. This can be read at or downloaded from

https /iwww 3 org uk/media/documents/publications/professional/R3-Guide-to-Creditors-
Committees. pdf,

The approval of these proposals,

That the remuneration of the joint administrators be fixed according to the time properly spent by
the joint administrators and their staff

That the joint administrators’ out of pocket expenses at cost; mileage 1s charged at 45p per mile,
be approved; and

That the joint administrators’ pre-appointment costs of £48,862 be approved

The proposals contained in this statement will be deemed to have been approved by the creditors
unless, within eight business days of this statement being sent out, creditors whose debts amount to at
least 10% by value of the total debts of the Company request that the administrators seek a decision
from the creditars as to whether they approve the proposals.




11 Other information for

11.1

11.2

11.3

11.4

11.5

creditors

Future correspondence

All future creditors’ reports will be shared through the creditors’ portal which can be found at

www.grantthornton.co.uk/portal

The unigue passwords are being notified to creditors separately. (Any creditor that does not have a
unique creditor's password should contact Richard J Jackson of this office by email at
Richard.J.Jackson@uk.gt.com).

The officers of the Company are required to furnish us with a statemant of affairs as required by the
Insolvency Act 1986. An estimated summary of the financial position I1s attached at Appendix B.

Background information regarding the fees of administrators can be found at
https. //'www.r3.arg. uk/media/documents/publications/professional/Guide _to Administrators fees Aprnil

2017.pdf.

Creditors can find a guide to their nghts in an administration at
https. /fwww.r3.org.uk/media/documents/publications/professional/Creditors_ Administration.pdf.

A creditor has a right to opt out of receiving further documents about the proceedings (with some
exceptions). Further information 1s provided in Appendix D.

Making a claim in the administration

Creditors can log onto the pertal to submit their claim directly. Alternatively, a proof of debt form can be
provided and submitted manually.

Bad debt relief

Creditors registered for VAT may be able to claim VAT bad debt relief in accordance with section 36 of
the Value Added Tax Act 1994. In broad terms relief is available when the debt is six months old and
"written off' by the creditor entering it on his VAT refunds-for-bad-debts-account. Insolvency
practitioners have no role in administering VAT bad debt relief. Creditors who are uncertain how to claim
should contact their VAT office or take professional advice

Retention of title claims

If you contend that you have any form of secunty or reservation of title In respect of goods supplied,
please contact us iImmediately, in writing, with full details of your clam We would advise you that,
pursuant to paragraph 43 of Schedule B1 to the Insclvency Act 1886, you will not be able to enforce any
security or reservation of title claim without our consent or the permission of the court.

Investigations into the Company’s affairs

We shall be pleased to receive, from any creditor, any useful information concerning the Company, its
dealings or conduct, which may assist us in any investigations into the Company's affairs




11.6

11.7

Contact from third parties

Please be aware fraudsters have been known to masquerade as the legitimate joint administrators. The
fraudster will contact creditors asking for an upfrant fee or tax. A joint administrator would never ask for
such a payment nor instruct a third party to make such a request.

Data Protection

Any personal information held by the Company will continue to be processed for the purposes of the
administration of the Company and in accordance with the requirements of data protection.




A Statutory information

Company information

Company name

Air and Cargc Services Limited

Date of incorporation

& December 1945

Company registration number

00401523

Present registered office

Unit 24
Cobham Way
Crawley
Sussex

RH10 9RX

Authorised share capital

Directors

Carl Derek Aspital - NIL

Michael James Campbell-Webster - NiL
Richard Edward Charles McCarthy - NIL
Kevin Douglas MclLean - NiL

Secretary Robert Anthony Winmill - NIL

Issued share capital

Diractors Carl Derek Aspital - NIL
Michael James Campbell-Webster - NIL
Richard Edward Charles McCarthy - NIL
Kevin Douglas McLean - NIL

Secretary Robert Anthony Winmll - NIL

Administration information

Administration appointment

The administration appointment in the High Court
of Justice, Business & Property Courts,
Manchester, Insolvency and Companies List,
3215 of 2018

Appointer

the Directors

Date of appointment

13 December 2018

Joint Admimstrators’ names

Russell Edward Simpson
Helen Dale

Jaint Administrators’ address{es)

30 Finsbury Square, London, EC2P 2YU
30 Finsbury Square, London, EC2P 2YU

Functions

Current administration expiry date

In accordance with paragraph 100(2) of Schedule
B1 to the Insolvency Act 1986, the functions of
the administrators are to be exercised by any or
all of them
12 December 2019




B Estimated Outcome Statement

£900

Data of bagk Receipls &

value Book value Payments

Lower

Estmated
Future

TOTAL

Upper
Estimated
Future

Assets subject to fixed charge
Investments m subsihanes 31-Juk18 224 - Uncertan Uncertain Ungertain Uncertain
Assets subject to fleating charge -
Intercompany leansidebtors 31-Juk18 3176 - - - - -
WP 31-iul-18 618 - 43 43 43 43
Trade debtors converted to bans 31-Juk-18 611 - Uncertan Uncertain Uncertam Uncertain
Directors drvidends 3-JukH18 385 - Ungertain Ungertain Uncertain Uncertain
Cash at bank 31-Juk18 316 - - - -
Prepay ments Ji-Juk18 225 - 3 3 5 3
Plant equipment and fismiture 31-Juk18 M2 - 43 43 43 43
Dty refund 31-Ju-18 125 - - - - -
Directors / staff loans 28-Nav-13 64 - - -
VAT debior 3-Juk-18 a1 - - - -
Leashold premises Impravements 31-Juk18 45 - - - -
Motor vehicles -JuH1d 44 - 9 9 [ 9
Staff loans 28-Nov-18 30 - - - -
Stock 31-Jul-18 5 - 5 § 5 5
Cther debiors 31-JuH18 53 - - - 3 3
Net surplus from fixed charge assets - 150 150 300 300
Total fleating charge realisations 5964 - 253 253 408 408
Less Costs of reahsatons
Joint Adminisrators fees and expenses (90 (80) {150) (150
Laga fees - (90 {90) 70) (70}
Other professianal costs (10) (10) {19 {10)
Other contingency - 63) {63) (30} {30)
Net realisations availible to ed creditors - - - 148 148
Estmated distribubon to unsecured creditors
Total clams fest} 12,860 12,960
Total av alable funds - 148
D (plE) 0.0% 1.1%

>4+
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D Opting out of creditor notices

Entitlement of creditors to opt out of receving further doguments relating to the administration
Administrators Russell Smpson and Helen Dale
Postal address 30 Finsbury Square, London, EC2P 2YU

Email address for contact  lan. Avery@uk. gt com
A creditor has the night to elect to opt out of receiving further documents about the proceedings unless

1 the Insolvency Act 1986 requires a document to be delivered to all creditars without expressly
excluding opted-out creditors

2 it1s a notice relating to a change in the office holder or the office-holder's contact detalls

3 1tis a notice of a dividend or proposed dividend or a notice which the court arders to be sent to all
creditors, or to all creditors of a particular category to which the creditor belongs.

Opting out will not affect the creditor's entitlement to receive dividends should any be paid to creditors.

Unless the Insolvency (England and Waies) Rules 2016 provide to the contrary, opting out will not affect
any right the creditor may have to vote in a decision procedure or to participate in a deemed consent
procedure in the proceedings although the creditor will not receive notice of it.

A creditor wha opts out will be treated as having opted out in respect of any consecutive insolvency
proceedings of a different kind in respect of the Company.

In order to opt out please contact us in writing (by post or by email) at the relevant address given above
You may do this at any time. You may revoke the election to opt out at any time by a further notice in
writing.

Explanatory Note

As administrators of the Campany, we are required to issue progress reports bi-annually and upon the
conclusion of the administration. If you opt out, you will not receive these. If further decisions are sought
from the creditors, you will not receive notice of these, although you would still be entitied to participate
If you learned of the decision procedure informally. Opting out will not impact on the procedure of
agreeing your claim in the event that a dividend becomes payable and you will receive notice of
intended dividends and payment of dividends.




E Definitions

ACSA Air and Cargo Services Atlanta LLC

AMA Accelerated merger & acquisition

Atlantic Atlantic Risk Management Services Limited
The Bank Barclays Bank plc

The Company

Air and Cargo Services Limited

CVA Company Voluntary Arrangement
Hilco Hilco Valuation Services Europe
HMRC HM Revenue & Customs

LUK Ligentia UK Limited

Sip Statement of Insolvency Practice




F Notice about this report

This report has been prepared by Russell Simpson, the joint administrator of Air and Cargo Services
Limited — In Administration, solely to comply with the joint administrators’ statutory duty to report to
creditors under the Insolvency (England and Wales) Rules 2016 on the progress of the admimstration,
and for na other purpose. It 1s not suitable to be relied upon by any other person, or for any other
purposes, or In any other context.

This repart has not been prepared in contemplation of it being used, and is not suitable to be used, to
inform any investment decision In relation to the debt of or any financial interest in the Company.

Any estimated outcomes for creditors included 1n this report are illustrative only and cannot be relied
upon as guidance as to the actual outcomes for creditors.

Any persens choosing to rely on this report for any purpose or in any context other than under the
Insolvency (England and Wales) Rules 2016 do so at their own risk. To the fullest extent permitted by
law, the joint administrators do not assume any liability in respect of this report to any such person.

Russell Simpson and Helen Dale are authorised in the UK to act as Insolvency Practitioners by the
Insolvency Practitioners Association

The joint administrators are bound by the Insolvency Code of Ethics

The joint administrators act as agents for the Company and contract without personal liability. The
appointment of the joint administrators are personal to them and to the fullest extent permitted by law,
Grant Thornton UK LLP does not assume any responsibility and will nat accept any lability to any
person In respect of this report or the conduct of the administration.

Please note you should read this report In conjunction with any other reports that may have been issued
by the joint administrators to the Company's creditors, which can be found on the Grant Thomnton portal.
Unless stated otherwise, all amounts in this report and appendices are stated net of VAT. For definttions
of abbreviations please refer to Appendix C.




G Notice of decision

Company name Air and Carge Services Limited
Company number 00401523
Court name and number High Court of Justice, Business & Property

Courts, Manchester, Insolvency and
Companies List, 3215 of 2018
Decision date 14 January 2019

NOTICE |S HEREBY GIVEN that under Schedule B1, para 51 of the Insolvency Act 1986 and Rules
3.39 and 18.18 of the Insolvency {(England and Wales) Rules 2016, decisions of the creditors are
required for the purpose of considenng the following resolutions

1 Whether a creditors’ commuittee be formed,
2 The approval of these proposals,

3 That the remuneration of the joint administrators be fixed according to the time properly spent by the
Joint administrators' and their staff,

4 That the joint administrators’ out of pocket expenses at cost; mileage 1s charged at 45p per mile, be
approved, and

5 That the joint administrators’ pre-appointment costs of £48.862 be approved

A creditor who 1s entitled to vote should retumn the voting form provided with this notice to Richard
Jackson at Grant Thornton UK LLP, 4 Mardman Square, Manchester, M3 3EB or as an attachment to an
emall to nchard.) jackson@uk.gt.com no later than 23 53 on the decision date.

In order for a creditor's vote to be valid a proof of debt must be received no later than the decision date,
falling which the creditor's vote will be disregarded. A proof of debt should be delivered to Richard
Jackson at Grant Thornton UK LLP, 4 Hardman Square, Manchester, M3 3EB or as an attachment to an
email to richard j.jackson@uk.gt.com. A new proof of debt is not required If the creditor has previously
proved in the proceedings. A proof of debt form is enclosed for completion if required.

A creditor whose debt is treated as a small debt in accordance with rule 14 31(1) of the Insolvency
(England and Wales) Rules 2016 must deliver a proof of debt If they wish to vote unless a proof of debt
has previously been submitted, failing which the vote will be disregarded

A creditor who has opted out from receiving notices may nevertheless vote If a proof of debt is delivered
unless a proof of debt has previously been submitted, failing which the vote will be disregarded

A vote cast in a decision procedure which 1s not a meeting may not be changed.

A decision of the convenor I1s subject to appeal to the court by any creditor in accordance with rule 15.35
of the Insolvency (England and Wales) Rules 2018. An appeal under this rule may not be made later
than 21 days after the decision date.



A physical meeting will be held to replace this vote by correspandence if requested not later thar five
business days after the date of delivery of this notice by nat less than one of the following:

10% in value of the creditors;
10% in number of the creditors; or
10 creditors

DATED THIS 18TH DAY OF DECEMBER 2018

Russeli Simpson
Joint Administrator



VOTING FORM
Company name Air And Cargo Services Limited
Please indicate below whether you are in favour of or against the resolutions.

This form must be received at Grant Thornton UK LLP, 4 Hardman Square, Spinningfields,
Manchester, M3 3EB or as an attachment to an email to cmu@uk.gt.com by 23.59 an

14 January 2019 in order to bhe counted It must be accompanied by a proof of debt, unless you
have previously submitted a proof of debt, failing which your vote will be disregarded.

Resolution(s}
1 Do you want a creditors’ committee to be formed? Yes / No

If a creditors’ committee 1s formed lAve
nominate the following creditors to serve as members of such committee.

o h N -

N

The approval of these proposals; For / Against

3 That the remuneration of the joint administrators be fixed according to the tme properly spent by

the joint administrators’ and their staff; For / Against

4 That the joint administrators’ out of pocket expenses at cost, mileage 1s charged at 45p per mile,

be approved, and For / Agamnst

5 That the Joint administrators’ pre-appointment costs of £48,862 be approved
For / Against

A creditor1s eligible to be a member of such a committee If, the person has proved for a debt, the

debt 1s not fully secured, and neither of the follawing apply. the proof has been wholly disallowed for
voting purposes, or the proof has been wholly rejected for the purpose of distribution or dividend. No
person can be a member as both a creditor and & contributory A body corporate may be a member
of a creditors’ committee, but it cannct act otherwise than by a representative appointed under rule

17.17 of the Insolvency {England and Wales) Rules 2016
TO BE COMPLETED BY CREDITOR WHEN RETURNING FORM

Name of Creditor

Signature

Date (D.MM.YYYY)
(If signing on behalf of the creditor, state capacity e.q director/solicitor)

If you require any further details or clarification prior to returning your vote, please contact Paula
Martin at the address above Please note that once ¢ast, a vote cannot be changed or withdrawn

Office use only

Date Completed form received
(D MM YYYY)

Initial




1

Rule 14.4 of the Insolvency {(England and Wales) Rules 2016

Proof of debt

Our ref A30201122/RES/PAM/RJJ/ILKG/J/gen2002

Air And Cargo Services Limited - In Administration

Date of admirustration 13 December 2018.

1

Name of creditor

(If a company please also give company
registration number)

2 Address of crediter for correspondence:

3 Email address.

4 Telephone number

5 Total amount of claim, including any Value Added | £
Tax and outstanding uncapitalised interest as at
the date of insolvency.

6 If amount in 5 above includes autstanding £
uncapitalised interest please state amount

7 Particulars of how and when debt incurred
(If you need more space append a continuation
sheet to this form).

8 Particulars of any security held, the value of the
security, and the date it was given

g Particulars of any reservation of title claimed in
respect of goods supplied to which the claim
relates

10 Details of any documents by reference to which
the debt can be substantiated.

11 Signature of creditor or person authonsed to act on his behalf

Name in BLOCK LETTERS

Position with or in relation to creditor

Address of person signing (f different from 2 above)




£12018 Grant Thornten UK LLP All nights reservad
Grant Fhomiton refers @ the brand under which the Grant Thornton member firms provide assurance, tax and adwisery services 1o ther
Th chents and'or rekers to one or more member brms as the context requres
ra nt Ornto n Grant Tharnton UK LLP 15 a member firm of Grant Thornton Internatanal Ltd [GTIL} GTIL and the mamber firns are nat a werldwide
partnership GTIL and each member firm 15 a sepai ate legal entity Seérvices are delvered by the membai frms GTIL does not prowide

senvices to chents GTIL and its membar finns aré not agents of and do ot obligate one another and are nol bable for ane another s acts or
OMISSIGNS




