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ACW Technology Limited in administration

Joint administrators’ proposals

1 We propose to continue the administration so we can manage the affairs, business and
property of the company with a view to -

11 fulfiling our contractual obligations to the purchaser of the UK business to effect an
orderly transition of the business, which includes continuing to trade with the
purchaser through the group company operation in China, providing a continuing
management and administration service and recovering the final payment due to the
administration,

12 achieving a disposal of the company’s freehold factory premises in Tonypandy,

1 3 assisting the directors of the other group companies based in US, China and UK to
realise therr businesses and assets, thereby improving on the prospects of
recovering the inter-company debts due to the company in administration, and

14 generally arranging for an orderly winding up of the company’s affairs prior to
liquidation, or if appropriate prior to a company voluntary arrangement

2 In order to distnbute funds to unsecured creditors, the adminmistration will move to
creditors’ voluntary liguidation, in accordance with paragraph 83 of schedule B1 to the
Insolvency Act 1986, estimated to be within nine months of our appointment We
propose that the joint administrators will become the joint iquidators, although creditors
are entitled to nominate other practitioners to act if this 1s done before these proposals
are considered The hquidators’ powers will be joint and several, as the administrators
currently are

3 In the meantime, the expenses of the administration procedure along with any
preferential and any secured claims will be settled during the administration to the extent
that realisations allow

4 If, contrary to our current thought, the eventual outcome Is such that the administrators
think that there s likely to be a better outcome for creditors by proposing a company
voluntary arrangement rather than creditors voluntary Lquidation, proposals can be
circulated to creditors for their consideration before the move to liquidation under clause
2 above 1s considered

5 We shall carry out a standard investigation into the events leading up to the failure of the
company and scrutinise preceding transactions with a view to recovery for creditors In
addition to covering the requrements of Statement of Insolvency Practice 2
investigations by office holders in administrations and nsolvent quidation (S1P2), the
scope of the investigation will be defined through consultations with the major creditors
affected by the cost of the work and likely recovenes We expect this work to carry over
into the [iqguidation If appropriate
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In the event that a creditors' committee I1s not formed, our remuneration as administrators
shall be fixed on the basis set out in rule 2 106(2)(b) of the Insalvency Rules 1986, (by
reference to the time properly given by the office holders and therr staff in attending to
matters arising in the administration) The disbursements and expenses necessarily
incurred In connection with this case will be reimbursed according to the detalls given in
this document Fees and disbursements can be drawn on account as the time and cost
accrues In addition, the funding provided by Portland will incur an interest charge of
LIBOR plus 5%

We shall be seeking approval at the meeting of creditors for pre-administration costs
This Includes our own outstanding fees, incurred on the same time cost basis as above
and totalling £62,622 50 plus VAT for work undertaken before the company entered into
administration but with a view to 1t doing so The services included in this cost are more
fully described In this document and principaily comprise the work to achieve a sale of the
majority of the company’s UK business in a ‘pre-pack’ arrangement They also include
dealing with the formalities of placing the company intc administration, which 1s n any
event allowable as an administration expense in ine with Rule 2 87(1){c) Insolvency
Rules 1986 We shall also be seeking approval for the expenses that we incurred, being
disbursements in kne with our policy and proposed charges of other professionals
instructed by us prior to our appointment These expenses are fully detailed later in this
document

In accordance with paragraph 98 of Schedule B1 to the Insolvency Act 1386, our
discharge from liability In respect of any action as administrators takes effect when we file
the prescrnbed forms at Companies House to cause the administration to cease

James Tickell

Joint Administrator

29" January 2013
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Statement accompanying joint administrators’ proposals

This statement provides background information about the company, the events leading up
to the administration appointment and the conduct of the administration

1 Statutory company information

Details of the court and the reference number

Supervising court

High Court of Justice,
Chancery Division

Court reference no

9478 of 2012

Details of the company

Fuil registered name

ACW Technology Limited

Former registered office
(before being changed to
the administrators’
office)

Strategic Park
Comines Way
Hedge End
Southampton
Hampshire
S030 4XX

Registered number

02402477

Other trading names

None

Trading addresses

Strategic Park,

Comines Way

Hedge End, Southampton
Hampshire, SO30 4XX

Dinas Isaf, West
Tonypandy
Mid- Glamorgan,
CF40 1XX

Details about the administration appointment

Name of administrators
and licensing bodies

James Richard Tickell

insolvency Practitioners Association

Carl Derek Faulds

Insolvency Practittoners Association

Date of appointment

12th December 2012

Appointor

Directors of the company

Allocation of
administrators’ powers

the appointed administrators

All the powers and functions of an administrator are exercisable by either or both of

EC regulations

and these are main proceedi

ngs

The EC regulatons concerning insolvency proceedings apply to this admunistration

Directors of the company

Name of director

Date resigned

Chnistopher Woods
Martin Davey
Owen Reeves
Grant Bennett
Jullan Navey
Nicholas Potter

12th December 2012
9th December 2012
9th December 2012
4th Apnl 2011

Other significant stakeholders | Shareholding

ACW International Limited

100% shareholder
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. Inc (USA}

The circumstances leading to the appointment of an administrator

ACW Group 1s an electronics manufacturing services group with operations n the UK,
Far East and USA ACW Technology Limited is the UK subsidiary of the group, which Is
ultimately owned by the majorfty shareholder and founder, Christopher Woods The
group structure 1s as follows

ACW
International
Limited {UK)

. ACW Global
. Sourcing {(HK)
. Limited (HK} -

ACW Teéhnology [l ACW Technology
Limited (UK) . [I(HK) Lirhited (HK)

ACW Technology

ACW Technology
{Zhuhai) Limited
", {China)

The UK company was incorporated in 1989 and founded upon the acquisition of certain
business and assets of an existing business owned by a small plc The business
expanded organically and by acqusiion In 2005 the business took the strategic
decision to expand into China to offer low cost manufacturing to its European client
base A factory was opened in Zhuhal, South China supported by sourcing operations In
Hong Kong and Shenzhen These operations provide services prnimarily to the UK A
facidity was opened in USA in 2010 to service customers in the Americas

The recent trading results are shown here

31 Oct 31st December 30th Sept

2012 2011 2010 2009
10 months Year 15 months Year
Draft Unaudited Audited  Audsited
£000 £000 £000 £000
Turnover 32,558 54,223 68,770 51,657
Gross margin 3,265 6,904 9,567 8,762
10% 13% 14% 17%
Expenses (5,673) (7,456) (9,812) (7.329)
Net profitloss {2,408) {552) (245) 1,433
Tax - 142 260 (3186)
Dividends - - (1,000} (1,000}

Balance on reserves 5,848 8,256 8,666 9,651
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The directors advise that the business enjoyed considerable financial success until the
last 2-3 years During that penod, the electronic component supply market has faced
testing market conditions globally with lead times becoming extended across all sectors
The group faced particular challenges around strong global competition depressing
margins, the unavallabiity of component parts at cntical times and the faiure of
suppliers to deliver to agreed timeframes coupled with extensive delays induced by
some customers These placed considerable strain on production planning and
shipping, with additional costs incurred The company incurred significant set-up costs
when taking on new customers, which did not flow through into sufficient production to
recoup the set-up costs Compounding this was a severe and increasing downturn in
purchase requirements from the customer base during 2012 while costs were not
correspandingly reduced as readily

The group Intially sought to address the lack of profitability by devising a rationalisation
programme, which involved redundancies, the eventual closure of its Hedge End and
USA factories and consolidation of production in existing facihties in Tonypandy and
China The financial difficulties were bought to a head in early 2012 when the
company's prnncipal lender, GE Capital Bank Limited, which had itself inherited the
relationship through acquisition of another lender, indicated that it wanted its facilities to
be replaced during the course of the year

We were consulted briefly along with other advisers about whether an insolvency
solution could then be approprate and the ments of other options The main ultimate
shareholder decided to provide further loan funding of £710k in summer 2012 to assist
the finances whilst continuing to focus on finding either a new lender or a buyer for the
group as a going concern The group instructed James Cowper Corporate Finance LLP
(James Cowper) In late April 2012 to assist in that regard The directors and therr
advisers carned out market research to identify potential funders and buyers

By the end of August 2012, it seemed clear that the directors would not be able to
refinance the company largely because of restrictions in the provision of credit generally
and the poor recent track record and concern that profitabiity would not be recovered
After several months of marketing, there remained two interested parties for a purchase,
one with a view to taking over the shares for a nominal amount with a potential
compromise of the shareholder loans and one to buy part of the business as an asset
transaction Following discussions with Portland and other adwvisers, the directors
decided to proceed with the former and entered into a period of due diligence

Unfortunately, this party pulled out in October 2012 Following further discussions with
Portland and other adwisers, James Cowper approached the remamming party, TT
Electronics Plc (TT), which was the eventual buyer, to negotiate a purchase of assets
An offer was recetved on 8th November 2012 for the business assets and a penod of six
weeks exclusivity for due diigence commenced
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Statement accompanying joint administrators’ proposals

The format of the offer was unusual in that the buyer required the purchase not just of
the business goodwill, stocks and tangible assets for approximately net book values, but
also the assumption of the trade debts, the obligation to settle the GE Capital advance
and the oblgation to deal with amounts due to trade supplers This approach was
driven by the buyer's concern that it should take over the entire chain from customer to
supplier so that there was no disruption and thus loss of value

As the offer did not provide for all iabilities to be settled, only all the trade supplers, and
the company would thus be Insolvent, the buyer required the transaction to be
concluded through an insolvency procedure to avoid any subsequent chailenge te a sale
by directors The directors also preferred the protection of an insolvency officeholder
handling the transaction

We adwvised the company, along with other advisers that the TT offer was better than
alternative approaches As there were no other interested parties for the business, the
alternative would have been an orderly closure, attempting to exploit a captive customer
base to realise best value for the stocks and debtor book through demanding enhanced
prices and volumes before they could re-source to obtain supplies from elsewhere We
advised the company on this comparnson and concurred with the directors’ and
shareholders’ conclusion that the TT offer was in the better interest of creditors  Clearly
it was in the best interests of the trade creditors whose debts would be paid in full by TT
but the directors and we also calculated that it would provide a clearly enhanced
dividend for the other habilities, the largest of which was the loan due to Mr Woods

Before appointment on 12" December 2012, we shared detalls of the offer and our
recommendation with the major creditors, including the secured lenders and HM
Revenue & Customs, seeking therr comments on the proposal GE Capital’s advance
was cleared by TT and the trade debis assumed shortly before appointment, so its
consent as qualifying floating charge holder to the appointment was then not required
NatWest was given notice as a charge holder, consenting to the appointment and
subsequent disposalto TT

Achieving the purpose of administration

The statutory objectives of administration are to rescue the company as a going
concern, to achieve a better result for the company’s creditors as a whole than would be
likely iIn a winding up without adminustration and to realise property In order to make a
distribution to secured or preferential creditors We are obliged to pursue the first
objective in the first instance, only If this 1s not practicable, we should pursue the second
objective and then the third in that order
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We had already concluded by the time of the appointment that it would not be realistic in
practice to rescue the company as a going concern and instead had resolved along with
the directors and other mains stakeholders to enter into an immediate disposal to TT
The reason for discounting saving the company as an option 1s that the shareholder was
not willing or able to provide the further finance that the company needed to survive,
being both to make good recent trading losses and the repayment of the GE Capital
facity The company had just been through a lengthy perniod of marketing to find both
replacement lenders and new shareholders without success The company’s business
was still incurring significant trading losses for want of sufficient profitable turnover and
the only obvious way that these could be avoided in the time avalable was to sell the
business to a new owner, most obviously as an industry consolidation After the pernod
of marketing, the only avallable purchaser with a credible ability to conclude a
transaction was TT, which required to buy business assets from an administration and
not the company itself

Immediately upon appointment, we concluded a transaction to sell the business to TT
Electronics Integrated Manufacturing Services Limited, a subsidiary of TT Electronics
Plc adopting an approach that 1s known as “pre-pack” 1n accordance with Statement of
Insolvency Practice 16 and so that creditors can understand how this approach was in
their interests, we circulated our report on 19" December 2012 setting out details of the
transaction and provide a further copy with these proposals

Following the transaction, TT took control of the majonty of the UK business, all bar one
of ts customers and debts due from them, responsibiiity for settlement of the trade
supplers, and the responsibility for almost 200 employees under TUPE Regulations
GE Capital's secured advance had been settled by TT direct shortly before appointment
The secured lhabilities due to NatWest provisionally estimated at £600k were cleared
through the provision of an advance from Portland and the cash element of the
transaction with TT 1n order that the bank's deed of release of secunty could be received
asrequired by TT

The matters that remained to be addressed dunng the administration are discussed In
the next sechon As we are continuing to trade in a Iimited way and require the
continued use of leasehold premises in Hedge End in respect of which there are rent
arrears, It 1s appropriate that the administration continues for the time being Once
these have concluded, the administration will move to creditors voluntary hquidation or
company voluntary arrangement as appropriate, to enable a distnibution to be made to
unsecured creditors We have already settled the secured liabilities outstanding at the
date of appointment and will also be setting the preferential habilities, which are not
significant in value as most employee contracts have transferred with the business

Management and finance of the company’s affairs during administration

The statement of estimated outcome In Appendix A shows our current projection for the
asset disposals, debt collection and expenses across the entire administration
Appendix B shows our receipts and payments {o date
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The matters to be addressed during the admirustration are as follows

421

422

423

424

425

426

We need to fulfil our contractual obligations to the purchaser of the UK
business to effect an orderly transition of the business

There was one customer and associated debt excluded in the business
disposal to TT, which we are continung to service until 1t makes other
arrangements

We are assisting the directors of the other group companies based 1n U3,
China and UK to realise their businesses and assets, thereby improving on the
prospects of recovenng the inter-company debts due to the company In
administration

We shall be selling the company’s freehold factory premises in Tonypandy

We shall be vacating the leasehold premises and sellng some assets In
Hedge End, Southampton

Generally, we shall be arranging for an orderly winding up of the company’s
affars prior to liguidation, setting administration expenses and arranging for
the move to hquidation or company voluntary arrangement

Transitional arrangements with TT Electronics

As well as a disposal of a business, the contract between the company In
administration, other ACW group companies and TT comprise arrangements whereby -

431

432

433

434

435

Supplies continue to TT for use in the business from ACW's Chinese
associates for around six months for a fixed price untl it can make other
arrangements

TT purchases any remaining stocks of raw matenals usable by the end of
2013 at cost at the end of that process Whilst these stocks are owned by the
ACW group company in China, this benefits the administration as its principal
creditor

The administration grants to TT a lease for occupation at the Tonypandy
factory where production 1s now mainly undertaken in the UK

The administration also provides a licence to share the premises and faciiities
at Hedge End where certain administrative functions are undertaken for the
time being

All parties generally assist each other where required with a view to an orderly
transition of the business and winding up of ACW Technology’s business
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There 1s a final instalment of the consideration of £100k that 1s due from TT that
depends on the satisfactory conclusion of these arrangements So far, progress I1s
satisfactory whilst various practical i1ssues anse that need close co-operation between
TT, the directors and us to address them

Supplies from China

We are working closely with the directors of the remaining ACW group companies to
continue production in the China As ACW Technology acted as ‘group banker and
funded these cperations, we have providing funding to enable ACW International
Limited to make payments to the employees and suppliers, which will be recouped from
the invoicing to TT and subsequent disposal of stocks The arrangement enables the
company to generate some profit from the production and to dispose of the stocks
efficiently at the end

Mite!

Mitel Network Corporation, a Canadian company, was excluded as a customer from the
TT transaction On appomntment, Mitel owed $782k (around £488k) for supplies and
there was a stocking facility for raw matenals under which it was owed $750k (£470k)
Mitel had a degree of dependence on continuing supplies and would potentially have a
counter-claim that would have eroded the debt if that had ceased We have therefore
arranged with Mitel to continue production through the China facility and by continued
employment of five staff in Hedge End plus contract workers as required Mitel has now
settled its pre-administration debt and continues to order product for delivery intended to
finish by 30" April 2013 when 1t plans to transfer any remaining work to other suppliers

Realisation of the business and assets in China and USA

Whilst these business and assets are held by other ACW group companies in therr
respective countries, the outcomes matter to the administration insofar that the UK
company provided the funding to establish them on inter-company loans and now 1s
their largest creditor by some margin  We are therefore assisting the directors, who are
directors of all companies, to achieve the best outcome and recover what 1s due back
into the UK

The China operation s required for the time being to provide supplies to TT and to Mitel,
as described above We envisage that this operation will complete by April In the
meantime, the directors are actively marketing the facility globally with the assistance of
James Cowper, because It is felt that the investment that the group made n the tangible
facility and 1n a corporate infrastructure that complies with local law would have value to
anyone seeking to establish in the country Further details of the opportunity are given
in the website at http //www acwinternational com/
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If there are no offers received for the business facility as a package, then arrangements
will be made to wind it up, sell the assets piecemeal and recover what 1s realised to the
UK Given the costs of closure and redundancy, it would be preferred to reach a
package sale but this depends on finding a buyer who would value the opportunity

Disposal of factory in Tonypandy

Under the business sale transaction with TT, it was granted a lease to occupy the
freehold premises for five years with a three year break clause at an annual rent of
£125k

The freehold premises were professionally valued at £950k in March 2012 on an open
market basis We have instructed four firms of agents to provide proposals to market
and sell the property and expect to make an appointment shortly

In uncertain market condttions, we shall respond to the interest that 1s received If an
offer is received at a price that the agents recommend is accepted, then we shall sell the
property and the funds will be distributed to creditors Otherwise, If there are no
acceptable offers, there s an option to hold the property and use the rent received for
an annual distnbution with an eventual sale in years to come We anticipate that some
creditors nmight prefer recovery in the form of an annuity whilst others would prefer a
total realisation as soon as possible If that 1s the case, it might be that a dual option
choice can be provided to creditors, which could be accommodated using the flexibility
of a company voluntary arrangement It 1s however premature to put this to creditors at
this stage until the prospects are clearer

Vacating premises in Hedge End and disposal of assets

The company’s head office and main factory was onginally located in leasehold
premises in Hedge End, near Southampton Under the rationalisation plan devised by
the directors prior to administration, it was the intention to close these premises and
relocate entirely to Tonypandy They had already negotiated with the landlord that the
lease could be terminated in May 2013 and a licence to occupy until that time had been
granted

At the time of appointment, management and accounting functions In these premises
along with some imited production and testing involving personnel transferred with the
business Consequently, TT required nghts to share the premises with the company In
administration for a contnibution to the cost

We are arranging to vacate the premises by the end of the licence in May or earlier, if
possible The monthly licence fee will be paid as an administration expense, with the
arrears and dilapidations accruing under the previous lease becoming a clam n the
winding up There are some items of plant that will need to be sold using agents in the
usual way
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Funding arrangements during the administration

416 Funding has been required firstly for the continuing activity described above, essentially
working capital for purchases until paid by TT and Mitel, and secondly the immediate
settlement of secured liabihties due to NatWest so that its release of secunty could be
provided to TT NatWest was unwilling to leave its lending unpaid to be settled by
subsequent realisations, Iin particular from the sale of the freehold factory, whilst other
assets subject to its security were being sold to TT

417 This funding requirement has been satisfied by firstly the intial cash element of the
consideration paid by TT of £500k and by a loan from Portland, the joint administrators’
firm of £600k We have also negotiated prompt payment terms with TT and Mite! for its
supplies of between 7-14 days

418 As well as the statutory prionty provided to advances into the administration, Portland
was granted, by the directors prior to administration in anticipation of this facility, with a
legal charge over the freehold premises In Tonypandy in effect to replace the security
provided to NatWest for its advance of about the same amount The loan will remain
avallable whiist the administration requires 1t to achieve a more advantageous
realisation through completing the arrangement with TT In practice, we anticipate this
advance beng cleared by other realisations before the property Is sold

419 In these proposals, we are seeking approval for Portland to be paid interest at the same
rate as NatWest would have charged if its advance had remained outstanding, so
creditors are not incurrnng an additional cost but only a benefit through allowing the
transaction with TT to proceed

Management of the company’s affairs during the administration

420 In carrying out administrations in practice, we always seek an appropriate balance of the
secunty of the creditors’ interests in the company's property and cost effectiveness of
management The use of existing company officers then typically diminishes over time
with the disposal of the assets until it became more effective simply to use our own staff
to complete the remaining aspects of the winding up of the affairs ieading to iquidation
or company voluntary arrangement

421 We have achieved this objective here by retaining the services of the two remaining
directors of the company to assist with the day to day management of the business
during admiristration, working in conjunction with our own staff of appropriate seniority
The other directors and officers of the company transferred employment with the
business and we stll have access to ther services through the contractual
arrangements with TT The overseas subsidiaries also have therr own management
that continues to be engaged
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We shall instruct third parties including other professional advisers to handle certain
aspects of the administration on our behalf where 1t 1s either more cost effective for
others to do so or where we need a particular expertise that we do not have available
amongst the staff of this firm or of the company In particular,

4221 James Cowper was engaged by the company pnior to our appointment to
market and sell the business Under the terms of engagement, the completion
of the TT transaction triggers a fixed contingent fee of £120k, which 1s due to
be paid as a pre-administration expense as explained in section 7 The firm
continues to be engaged by ACW International Limited to secure disposals of
the China assets for which a further fee of £30k 15 payable contingently from
those proceeds

4222 Solicitors Blake Lapthorn was engaged by the company prior to our
involvement to provide legal advice and specifically to act with respect to the
sale to TT  Most of the work was completed prior to appointment and
concluded in the early stages of the administration Its fees for this work total
£65k, which 1s due to be paid as a pre-administration expense as explained in
section 7 We continue {o retain this firm to provide legal advice during the
administration although to date there have not been any significant matters
that have required its input

4223 Edward Symmons was engaged as chattel asset agents prior to administration
to provide a desk top valuation of the assets of the company and will be
engaged in any future disposals of remaining tangible assets

4224 As explained above, we envisage appointing specialist agents shortly to
market and sell the factory at Tonypandy

Estimated outcome for creditors

We instructed the directors to provide us with a statement of the company’s affairs as at
the date of our appointment In the prescribed form and expect o receive this shortly in
the meantime, we have prepared our own summary of the financial position of the
company and set this out at Appendix A along with our commentary

This statement shows our view of the value of the net property that will be available to
creditors and includes a list of shareholders and names and addresses of creditors with
the amounts due to them This includes detalls of any security The creditors’ details
have been compiled from the company’s records, possibly amended by clams that we
have received from creditors It does not reflect the formal process of asking creditors
to submit claims and assessing them for dividend purposes so It Is subject to further
adjustment in due course
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In summary, our preliminary estimate I1s that the likely recovery for creditors from this
adminustration 1s as follows

Category of clam Estimated |Likely recovery
claims
(£000)
Secured habihties -
NatWest 600 |Paid in full from TT sale proceeds and Portland advance
GE Capital 2500 |Paid n full from TT sale proceeds
Preferential creditors - <5 |Payment n full
holiday pay due to five
employees
Unsecured creditors 1,900 |It 1s not possible to provide a precitse estimate of the

dividend at this early stage of the procedure before the
outcome from the inter-company debt position 1s known

In this case, the prescnbed part, which is the requirement to set aside for the benefit of
unsecured creditors a proportion of the funds that would otherwise be paid to a floating
charge holder, does not apply This Is because all the secured liabilities were settled
other than by a floating charge distribution

Administrators’ remuneration

If creditors would like further detatls of the approval process for administration fees, we
can provide a copy of the document “Statement of Insolvency Practice 9 A Guide to
Administrators’ Fees” upon request or the detais may be found at
http //www Insolvency-practiioners org uk/uploads/adm pdf

In the first Instance, 1t 1s for the creditors’ committee, f one 1s formed, to approve the
basis of the remuneration of administrators In the absence of a creditors’ committee,
we are required to seek approval for the basis of our remuneration by a resolution of the
general body of creditors Accordingly, these proposals set out in the next paragraph a
basis for our remuneration and approval for these proposals at the forthcoming
creditors’ meeting will include approval for this basis of remuneration

The basis of our remuneration as administrators shall be fixed on the basis set out In
rule 2 106(2)(b) of the Insolvency Rules 1986, (by reference to the time properly given
by the office holders and their staff in attending to matters ansing in the administration)
In addition we shall charge reasonable out of pocket expenses in accordance with the
schedule of rates for disbursements and out of pocket expenses published by us from
time to time Fees and disbursements can be drawn on account as the time and cost
accrues The same basis of remuneration will also apply if we are subsequently
appointed as liquidators of the company
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We set out as Appendix C a schedule of Portland's fee and disbursement policy
including the current charge out rates, this also shows the time costs accrued to date
under the following headings

» Asset realisations — Taking appropriate measures to sell the assets of the company,
as more fully explained in this report

» Trading — Managing the trading operation of the business, including reviewing the
activites and funding requirements of the group companies to achieve the
requirements In the transitional services agreement with TT, reaching acceptable
terms with suppliers and customers, ensuring completeness of revenue and settling
expenses, arranging for funding, and arranging for continued employment

» Adminustration and planning - Internal management of the case {o ensure it I1s
completed in an expedient manner and In accordance with good practice
Mamntaining estate accounts and ensuring complance and statutory filing
requirements

s Reporting - Notifying creditors about the initral appointment, reporting to secured
lenders, and preparing and distributing this report containing our proposals

* Investigation - Carrying out a preliminary review of the events leading up to failure,
so as to consider whether actions would be justified against third parties and in
preparation for compieting a CDDA report on director disqualification

+ Creditors’ claims — Corresponding with creditors about their claims and individual
positions

We shall report on the current time cost position and amounts drawn as remuneration in
our progress reports to creditors  An lllustration of the likely overall cost 1s given 1n the
statement of affairs discussed earlier

We are also seeking approval for an interest charge to be applied to the funding that we
have provided, in effect treating this as a form of remuneration We propose to charge
LIBOR plus 5%, which is the same rate that NatWest would have charged If its advance
had not been cleared

Pre-administration costs

Our unpaid fees and our unpad expenses incurred in the penod prior to the company
entering administration, but with a view to 1t doing so, can be settled as an expense of
the administration If approved by creditors 1n a similar way to our remuneration In
addition, any cost incurred in connection with the making of the appointment already
qualifies as an administration expense under the rules without approval
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ACW Technology Limited in administration

Statement accompanying joint administrators’ proposals

This statutory provision provides assurance of payment of fees that are mcurred by
adwvisors If the appointment proceeds In this case, Portland and its various advisors
were Incurring an additional credit risk that the appointment and/or the sale to TT would
not proceed and the company could not afford at that time to pay fees on account As
we were playing a key role In assisting the company and its directors to achieve the best
outcome for creditors and thus it would have been detrimental to have withdrawn, the
directors provided Portland, on its own account and as representative of the other
advisers, with a legal charge dated 21st November 2012 over the Tonypandy factory
This charge also secured the cash advance made by Portland detailed in section 4

In the case of Portland, we should still ike creditor approvai for our time costs for the
pre-administration perniod, which 1s calculated In the same way as our administration
remuneration detailled above We did not bill the company for any work pror to our
appointment The time costs for this period amount to £62,622 50 plus VAT according
to the analysis set out at Appendix D This covers the entire engagement In the pre-
administration period from 1st October 2012 principally in negotating and completing
the sale to TT |t also covers the statutory requirement of considering whether the
objective of administration can be met so the appointment could be accepted, planning
the implementation, assisting the company to make the appointment, consultations with
parties that were entitled to pnor notice and instructing agents to value the assets and
recommending ways to deal with them

In carrying out these services, we mncurred disbursements which we propose to
recharge in line with our standard policy as detailed in Appendix D We also necessanly
engaged the following professionals detalled eariier to assist with the TT transaction
prior to administration and seek approval to recover the cost as a pre-administration
disbursement that we have incurred

741 Solicitors Blake Lapthorn advised with respect to the TT transaction and was
instrumental in negohating the legal documentation It also advised about the
appointment process, individual creditor nghts such as those with securtty, and
employment matters Its total costs calculated according to its usual time
costs amount to £65000 of which about £50,000 relates to the pre-
administration peniod and 1s being sought as an administration expense

742 Edward Symmons, chattel agents provided a valuation of the tangible assets
its costs for these services amount to £3,800 plus VAT which 1s being sought
as an administration expense

743 Coffins Mew LLP Solictors were engaged to effect secunty over the
Tonypandy mentioned above lts costs amount to £2,975 plus VAT
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ACW Technology Limited in administration

Statement accompanying Joint administrators’ proposals

The company engaged the services of James Cowper to achieve a disposal of the
company’s business, which included preparing the sales memorandum, extensive
marketing of the business and conducting the negotiations on behaif of the company
with interested parties Its terms of engagement provided for a contingent fee that was
only payable if a sale proceeded in the fixed amount of £120k plus VAT The habilty
has now crystallised with the conclusion of the TT transaction and 1s secured by the
legal charge arrangement mentioned above

Matters requiring investigation

We have so far considered briefly whether there are transactions that happened before
our appointment that could require review and action with a view to enhancing the
recovenies for creditors  This Is to provide information to creditors about the potential for
such actions so they can influence the future direction of the insolvency process We
are not aware of any matters to bring to the attention of creditors at this stage

As well as explonng any areas with a view to financial recovery for creditors
administrators and higuidators are also required to report on the circumstances of their
appointment to the Insolvency Service, which then considers whether director
disqualification proceedings are appropriate

If creditors have any information that would assist us In either of these functions, we
would appreciate hearing from you as soon as possible

Exit from administration

Once the asset realisations are completed, estimated to be within the next nine months,
we shall arrange for the company to move to creditors’ voluntary hguidation in
accordance with paragraph 83 of Schedule B1 to the Insolvency Act 1986, unless a
company voluntary arrangement has been proposed We are proposing that the joint
administrators become the joint liquidators but creditors are entitled to nominate other
practitioners as long as this 1s done before these proposals are approved

Meeting of creditors

We are convening the meeting of creditors on Friday, 15th February 2013 at 2 30pm at
our offices at 1640 Parkway, Solent Business Park, Whiteley, Fareham, Hampshire
PO15 7AH This meeting 1s to consider the contents of this report and to vote on the
proposals set out at the beginning of this document Creditors may vote via proxy and
need not attend In person unless they wish to do so
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Statement accompanying joint administrators’ proposals

11 Appendices and enclosures

Appendices Appendix
Statement of affars of the company as at the appointment date A
including a hst of creditors

Receipts and payments account for the administration to date B
Portland's fee and disbursements policy, including a summary of the C
time costs to date in this case

Portland’s pre appointment ttme analysis D
Enclosures

Formal notice of the creditors meeting on Form 2 20B

Explanatory notes about the application of Rule 2 38 to the entitlement of creditors to
vote at the meeting of creditors

A form of proxy to be used if you do not wish to attend in person but want to be
represented or If you are representing a imited company

A claim form to provide us with details of your claim, which i1s required to be entitled to
vote, If you have not already done so

SIP 16 disclosure




ACW Technology Limited in administration

Statement of estimated outcome 1n the administration

Assets
Factery - Tonypandy, Wales
Less fixed charge holder - NatWest

Plant & machinery

Motor vehicles

Furniture & equipment

Goodwili

Stock, WIP and trade debts net of GE Finance
Tangible assets excluded from sale

Trade debts, stock and WIP net of Mitel loan
Debts due from ACW International

Debts due from ACW China

Debts due from ACW Hong Kong

Cash at bank (Bank of China and NatWest)
Other debtors, refunds

Costs of insolvency
Portland pre-appointment fees and costs
Pre-appointment legal fees and costs
Agents fees
Legal fees
Administrators' fees and disbursements

Amounts avaiiable for preferential creditors
Preferential employee claims

Amount available for floating charge holder
Floating charge holder - Nat West

Amount available for unsecured creditors
Unsecured liabilities

Trade creditors

VAT

PAYE

Shareholder loan account

Finance companies

Carbon Trust loan

Employees

Landlords

Net asset deficiency

Estimated dividend for unsecured creditors

Notes

2,

2
7

2
2
2
2
7
2
2
2
2
2
2
2

Book Outcome Projection for
Value on closure administration
Downside Upside
£000 £000 £000 £000
926 750 750 850
(550) (554) (554) (554)
376 196 196 296
342
161 725 500 600
7,030 100
49 60 40 50
168 18 - 168
4,410 - {150) 1,000
166 - - -
799 . - .
44 44 44 44
- 20 50
13,545 1,143 650 2,208
62 62
50 50
25 135 135
50 50 50
200 150 150
275 447 447
868 203 1,761
{100Q) (5) -
768 198 1,761
768 198 1,761
4,506 97 97
630 630 630
110 110 110
1,100 710 710
30 30 30
27 27 27
750 50 50
450 250 250
7,603 1,904 1,804
(6,835) (1,7086) (143)
010 010 092




Appendix A

ACW Technology Limited in administration

Notes to statement of affairs

1

11

12

21

22

23

24

25

26

Basis of statement
We expect the directors’ formal statement of affairs shortly

In the meantime, we have worked with them to prepare the statement of estimated
outcome as an illustration of the likely recovery for creditors  This provides a range of
likely recoveries, depending upon whether sales of businesses are achieved in China
and US and the outcome of the TT transttional arrangements This 1s more realistic
and consistent with the current uncertainty until these outcomes are known

Business sale and other assets

The freehold factory in Tonypandy 1n Wales will be marketed for sale shortly Four
firms of local agents have been instructed to provide advice as to the best strategy to
maximise the recovery from the site

The goodwill and the majority of the plant and stock were included in the sale to TT as
detailed in the main part of this report

The sale was made shortly after appointment following negotiations that tock place
beforehand 1n an arrangement known as a “pre-pack” A table providing pertinent
information to demonstrate that this transaction was in the Interests of creditors is set
out later within this appendix

Within the figure of £7m shown for stock, WIP and trade debts net of the GE Capital
debt, the company had recorded in its books £5 6m of raw matenal stock and WIP
which was widely regarded as overstated TT specifically considered that this was
not an accurate reflection of the value of the stock holding In the event, the directors
are of the view that there would not be a surplus from the trade debtors after allowing
for bad and doubtful debts and the termination fees of GE Capital In addition, the
stock would have minimal resale value If it had been sold by any other means

The chatte! assets that remain at Hedge End which were excluded from the TT
transaction will be sold once trading has finished

The company had entered into a stocking loan with Mitel and there was $750k
{(approx £470k) due to Mite! on appointment In addition Mitel was a debtor for $782k
(approx £488k) ACW also held £150k of stock in relation to Mitel product This was
excluded from the TT transaction ACW International Limited continue to complete
work for Mitel in the short term until they can re-source elsewhere |n the meantime,
this enables the stock to be converted Into saleable product to enable ACW to
maximise its realisation of Mitel stock and to settle the loan Any balance of Mitel
stock held on conclusion of trading will be collected by Mitel and used to settle the
remainder of its debt
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ACW Technology Limited in administration

Notes to statement of affairs

27

28

28

31

41

42

51

52

There are debts due from the company's parent and its overseas subsidiaries and the
administration strategy 1s to financially support these entities as part of the transitional
agreement with TT during therr wind down and possible sale to maximise the return of
the Inter-company debts [n this regard, Portland has providing funding of £600k to
ACW Technology Limited and funds have been lent by the administrators to ACW
International Limited to fund the ongoing transitional arrangements As shown, the
downside 1s that we may end up funding the closure costs of the subsidiaries If no
sale 1s achieved, with the upside being a substantial return following the sale of the
overseas entities

There were cash balances held in the company’s bank accounts held with NatWest
and Bank of China NatWest held a VAT deferment bond of £20k on behalf of HMRC
which has been called on This should be returned by HMRC in due course

There are pre-payments due to the company In respect of rates and insurance
refunds

Connected party transactions

There have not been any sales of assets to connected parties, nor are any
anticipated

Costs of realisations and insolvency

For the purposes of illustration, we have included a provision for the costs of
insclvency, which mamnly comprise pre-appointment costs, the administrators’ fees,
legal fees and disbursements

Details of the basis of the administrators’ remuneration are given elsewhere In this
document

Preferential claims

Preferential claims comprise £800 of arrears of pay per employee and unlimited
holiday pay

There should be no preferential clams as the obligations to the majonty of the
employees transferred to TT as the purchaser of the business
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ACW Technology Limited in administration

Notes to statement of affairs

6

61

71

81

82

83

84

85

Prescribed part

The prescribed part 1s that amount set aside for unsecured creditors from the net
property being the distribution that would otherwise be made to a floating
chargeholder It 1s calculated as 50% of the first £10k and 20% of the balance,
subject to a mit of £600k There 1s no prescribed part as there will not be any
floating charge distributions, with all secured creditors recovering in full under therr
fixed charges

Secured creditors

As noted above, the two charge-holders have been repaid in full as part of the TT
transaction

Unsecured creditors
A schedule of unsecured claims 1s provided within this appendix after these notes

The majonty of the company's creditors will be settled direct by TT at its insistence
within the sale agreement to ensure continuity of the supply chain

The company was part of a group VAT scheme and the last quarter's payment
remains outstanding |n addition the last month’s PAYE remains unpaid

Christopher Woods advanced £710k to the company during the course of 2012 as a
loan He had also lent the group £400k prior to this time and repayment of these
amounts are guaranteed by ACW Technology Limited

A provision has been made for landlord and employee claims, although these cannot
yet be ascertained with any accuracy The landlord claim would be higher on a
closure as the full unexpired peniod of the lease in Hedge End would become due,
whereas In the circumstances the ongoing rent i1s being paid by the administrators
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ACW Technology Limited in administration

Receipts and payments account for the period to 29th January 2013

RECEIPTS

Sale proceeds from TT Electronics disposal
Trade debts excluded from this disposal (Mitel)
Cash at bank

Rates refund

Loan from Portland

Rent for Tonypandy premises (from TT)
Licence fees for Hedge End premises (from TT)

PAYMENTS

Legal fees

Bank charges

Statutory advertising

Pre-administration fees

Direct labour

Utilities

Funding to ACW international

Redemption of NatWest mortgage on assets
Reimbursement to NatWest for HMRC bond settlements

Balance on hand

Note

[ Ber R4 1 JNE - FL I LN I

10
10

Appendix B

£

500,000
261,000
43,775
17,875
600,000
35,702
9,677

1,468,029

15,484
20

64
54,817
458
4,097
741,000
554,375
20,000

1,380,315

77,714



Appendix B

ACW Technology Limited in administration

Notes to receipts and payments account

10

We have received £500k from TT in relation to the sale of the majonty of the UK business
assets following the disposal sale on the date of appointment

Mitel has settled the debt due at the date of appointment of £462k partly In cash and the
balance by offsetting £201k against its stocking loan account This was recovered after
reaching an agreement with Mitel that the administration would continue to provide
funding to the ACW Chinese facility to complete outstanding orders from Mitel The
remaining £270k of the stocking loan will be repaid as a deduction from future trading
sales and any balance of Mitel stock held on conclusion of trading will be collected by
Mitel and used to settle the remainder of its debt

There were cash balances held in the company’s bank accounts held with NatWest

The company paid its business rates monthly and was n credit at the date of our
appointment We have received a rates refund in relation to the Hedge End premises
and we are establishing If the company 1s entitled to a refund in relation to the Tonypandy
property

Portland has advanced a loan of £600,000 as detailed in sechion 4 of the main document

Rent has been received from TT for the new lease at Tonypandy and licence fees for the
sharing of facilities at Hedge End

We have paid post appointment legal fees of £15,484 to Blake Lapthorn Solictors in
relation to legal work carried out for the administrators, principally in relation to the sale

Pre-administration expenses refer to payment of professional costs incurred by Portland
before the appointment but in anticipation of administration Approval to treat these as an
expense of the administration 1n accordance with rule 2 67(1)(c) 1s being sought within
these proposals in section 7 and in the meantme, we are treating payment from
administration funds as an application of our loan advance These comprise £2,975 paid
to Coffin Mew LLP for dealing with the legal charge over the freehold property on behalf
of Portland, £40,000 plus VAT on account for Blake Lapthorn for the pre-appointment
work and £3,800 to Edward Symmons for valuation advice

An advance has been made to ACW International to enable it to continue the operation in
China, which firstly satisfies the requirements of Mitel and the contractual oblhigations in
the sale agreement with TT This funding, effectively provided by the Portland loan and
the initial Mitel receipt, has been used to procure supplies, settle outstanding local trading
obligations and payroll This in turn has resuited in delivenies to these two customers and
outstanding amounts due from them, which will be used to repay the advance at the end
of the process

In order to complete the sale to TT on the day of appointment, it was necessary to obtain
a release of the secunty held by NatWest over the company assets by settling the
amounts due to the bank This Included the term loan of £554k and subsequently liability
under an HMRC bond for VAT settiements
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Portland Business & Financial Solutions Appendix C

Fees and disbursements policies

Fee policy

In line with most practices, we normally calculate our fees on the basis of the time spent by each
member of staff We are prepared to calculate fees as a percentage of realisations or as a fixed fee
by spectal arrangement only where the circumstances warrant it Where the assignment relates to an
insolvency appointment, we are normally required to obtain a resolution from creditors approving the
basis of calculation

Staff of the appropniate grades are allocated to each task on each assignment, according to the size
and complexity of the matter, and they record their tme in six minute units  Where the fee Is to be
calculated on the basis of ime spent, cost rates for each grade are then used to evaluate the fee
The effectively hourly rates are currently as follows -

Cost per

hour

£

Dhrector 310
Landon Principat 310
Associate 310
Senlor manager 250
Case manager 210
Case administrator 175
Administrator 100
Cashiers 100
Support staff 75

These rates apply with effect from 1% December 2011 They are reviewed penodically, typically every
1-2 years, and could therefore increase during any particular assignment

Disbursement policy

Where expenses are Incurred through third parties specifically in respect of the assignment, they are
recharged to the case as incurred, for example statutory advertising, externat room hire, fidelity bond,
rall travel and external storage These are defined as category 1 disbursements in SIP9 and approval
IS not required

Other expenses can be recharged to the assignment based on a share or allocation of a cost that
Portland incurs centrally These are defined as category 2 disbursements in SIP 9 and approval is
required Typically such expenses and the method of allocation are as follows -

Postage and stationery - Three times postage cost
Photocopying - 10p per copy

Facsimile - £1 per page

Mileage - HM Revenue and Customs agreed rate
Room hire - £120 per meeting

Storage (Porttand archive) - £50 per box per year

Company searches - Two times cost
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Rule 2.35

(a) Insert full name(s)
and address(es) of
administrator(s)

(b} Insert full name and
address of registered
office of the company

(c} Insert details of place
of meeting

(d) Insert date and tme

of meeting

*Delete as applicable

"Delete as applicable

Notice of a meeting of Creditors

Form 2 20B

Name of Company

ACW Technology Limited

02402477

Company number

In the

High Court of Justice, Chancery Division
(full name of court)

9478 of 2012

Court case number

Notice 1s hereby given by {(a)

James Richard Tickel!

Portland Business & Financial Solutions
1640 Parkway

Solent Business Park

Whiteley

Fareham

Hampshire

PO15 7AH

that a meeting of creditors of (b}

ACW Technology Limited
1640 Parkway

Sclent Business Park
Whiteley, Fareham
Hampshire, PO15 7AH

Is to be held at (c)

Carl Derek Faulds

Portland Business & Financial Solutions

1640 Parkway

Solent Business Park
Whiteley

Fareham

Hampshire

PO15 7AH

(c} 1640 Parkway, Solent Business Park, Whiteley, Fareham, Hampshire, PO15 7AH

on {d) 15™ February 2013

The meeting is

At2 30 pm

*(1) an inial creditors’ meeting under paragraph 51 of Schedule B1 to the Insclvency Act

1986 {'the schedule’)

[ Invite you to attend the above meeting

A proxy form is enclosed which should be compieted and returned to me by the date of the
meeting if you cannct attend and wish to be represented

In order to be entitled to vote under Rule 2 28 at the meeting you must give to me, not later
than 12 00 hours on the business day before the day fixed for the meeting, details in wnting

of your claim

Signed / 3
l,&vu‘—\ V/'/ W

Joint Ad it

oin mmﬂra 07

Dated
29" January 2013

A copy of the proposals 1s attached

Software Supplied by Tumkey Computer Technology Limited, Glasgow




The following document 1s an extract of Rule 2.38 of the Insolvency Rules 1986. This sets out the
voting rules for the meeting of creditors to be held on 15" February 2013

Rule 2 38 Insolvency Rules 1986
Entitlement to vote
(1) Subject as follows, at a meeting of creditors (n administration proceedings a person is entitled to vote only if

{a) he has given to the administrator, not fater than 12 00 hours on the business day before the day fixed for the
meeting, details in wnting of the debt which -

(1) he claims to be due te mm from the company, or

{(w) in relation to a member State liquidator, 1s claimed to be due to creditors in proceedings i relation to
which he holds office,

{b) the claim has been duly admitted under the following provisions of this Rule, and
(c) there has been lodged with the administrator any proxy which he intends to be used on his behalf,
and detalls of the debt must include any calculation for the purposes of Rules 2 40 to 2 42

(2) The chairman of the meeting may atlow a creditor to vote, notwithstanding that he has falled to comply with paragraph
(1)(a), if satisfied that the fallure was due to circumstances beyond the creditor's control

{(3) The chairman of the meeting may call for any document or other evidence to be produced to him, where he thinks 1t
necessary for the purpose of substantiating the whole or any part of the claim

(4) Votes are calculated according to the amount of a creditor's clam as at the date on which the company entered
administration, less any payments that have been made to him after that date in respect of his claim and any adjustment
by way of set-off in accordance with Rule 2 85 as if that Rule were applied on the date that the votes are counted

(5) A creditor shall not vote in respect of a debt for an unliquidated amount, or any debt whose value Is not ascertained,
except where the chawrman agrees to put upon the debt an estimated mimimum value for the purpose of entittement to
vote and admits the claim for that purpose

(6) No vote shall be case by virtue of a claim more than once on any resolution put to the meeting

(7) Where -
(a) a creditor 1s entitled to vote under this Rule,
{(a) has lodged hts claim in one or more sets of other proceedings, and
(b) votes (either in person or by proxy) on a resoiution put to the meeting, and
(c) the member State liguidator casts a vote in respect of the same clam,

only the creditor's vote shall be counted

(8) Whete —
(a) a creditor has lodged his claim in more than one set of other proceedings. and
(a) more than one member State iguidator seeks to vote by virtue of that clam,

the entittement to vote by virtue of that ¢claim ts exercisable by the member State hquidator in main proceedings, whether
or not the creditor has lodged his claim in the main proceedings

(9) For the purposes of paragraph (6), the claim of a creditor and of any member State liquidator n relation to the same
debt are a single claim

(10} For the purposes of paragraphs (7) and (8), "other proceedings” means main proceedings, secondary proceedings or
territonial proceedings in another member State




Rule 8 1

Please insert name of
person (who must be 18 or
over) or the Chairman of
the Meeting If you wish to
provide for alternative
proxy holders in the
crcumstances that your
first choice 1s unable to
attend please state the
name(s) of the alternatives
as well

Please delete words in
brackets if the proxy holder
1$ only to vote as directed

i e he has no discretion

*Please delete as
appropriate

This form must be signed

Only to be completed if the
creditor has not signed In
person

Insolvency Act 1986 Form 8 2

Proxy (Administration)

ACW Technology Limited

Name of Creditor

Address

Name of Proxy Holder

1

| appoint the above person to be my/the creditor's proxy holder at the meeting of
creditors to be held on 15™ February 2013, or at any adjournment of that meeting
The proxy holder is to propose or vote as Instructed below (and in respect of any
resolution for which no specific instruction 1s given, may vote or abstain at his/her
discretion)

Voting Instructions for resolutions

1 For the acceptancel/rejection* of the administrator's proposals as circulated

2 For the appointment of

of

representing

as a member of the creditors’ committee

Signature Date

Name in CAPITAL LETTERS

Position with creditor or relationship to creditor or other authonty for signature

Remember there may be resolutions an the other side of this form

Seftware Supplied by Tumkey Computer Technology Limited, Glasgow




ACW Technology Limited

Statement of claim

Name of creditor

Address

Contact name and title

Account reference

Telephone & facsimile

Email address

Amount of claim

State currency Please note that under UK insolvency
law, the claim will be converted to £ sterling as at the date
of iquidation and dividends will be paid in that currency

Detalls of how claim arose

Supporting documents
provided with this claim, eg
statement

If any part of the clam 1s
estimated, please provide
details and project when the
claim will be finalsed

Recoverable VAT included in
the above figure

Detaills of any secunty or ien
held over the company's assets

Details of any retention of title
claim (please ask for separate
questicnnaire)
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