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The Air Travel Trust Fund exists to provide financial protection for
holidaymakers and continues to be an integral part of the Air Travel
Organisers’ Licensing system managed by the Civil Aviation Authority. 

As a condition of being granted an Air Travel Organiser’s Licence each firm
must provide a bond. If the travel organiser then ceases to trade its bond
is used to repatriate customers who are abroad at the time of its failure
and to provide refunds to those who have made payments in advance.
The Fund’s role is to stand behind individual bonds which prove to be
insufficient to meet all claims made upon them.

The Trustees are all Board Members and officials of the Civil Aviation
Authority, appointed ex officio. At the invitation of the Trustees and as the
nominated representative of the Air Travel Trust Committee, Mr Martin
Brackenbury attends Trust meetings. One meeting was held during the
year, in May 1999.

The Trust’s terms of reference are contained in the Trust Deed which has
been reproduced at Appendix 1 to this Report.

There were early concerns that 1999 might be more difficult for the travel
industry than recent years due to a downturn in the general economic
outlook and the Balkan crisis. In the event the number of failures was the
lowest since 1992 and more importantly financial assistance from the Trust
was only sought on four occasions. 

The Fund’s opening position was a deficit of £7.39 million. During the year
there was £325,000 expenditure and provisions on new failures, plus a
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further liability arising from the failure of Evergreen Travel Service Limited
which had occurred in the previous year. Additionally there was a liability
in excess of £451,000 in respect of accrued interest on borrowings plus
minor administration expenses. The expenditure was offset to a small
extent through liquidation dividend receipts; the return of prior year
advances; and the release of prior year provisions. By the year end the
deficit had increased by a net £644,000 to £8.03 million.

The Fund was set up in 1976 under the management of the Air Travel
Reserve Fund Agency. It was originally financed by a levy on holidays and
after 1978 its only income came from investments. During summer 1996
the Fund’s assets were finally exhausted and it moved into deficit. Since
then it has continued to meet its liabilities through commercial borrowing
backed by a Government Guarantee. The facility negotiated by the
Trustees with the Bank of Scotland stands at £21 million inclusive of bank
charges and interest. 

The Trustees, the CAA and the Air Travel Trust Committee have constantly
reminded the Secretary of State of the need for legislation to provide levy
powers and they all continue to emphasise the urgency. Even though the
year’s results were exceptionally good with only four failures resulting in a
call on the Fund, it still deteriorated by over £644,000 due to the ever
increasing interest burden. It is only reasonable to expect that the level of
the deficit will continue to rise as a result of further failures as well as the
accumulating interest, and prolonging the introduction of long term
arrangements will only increase the impact of any future levy which the
industry and travelling public will have to meet. Since the Fund moved
into deficit it has incurred almost £1.32 million in interest charges and this
represents 16.4% of the deficit at the year end. 

The Trustees are satisfied that they are in a position to continue to meet
claims arising from failures based on the existing guarantee and the
assurances received from DETR Ministers that Government remains totally
committed to standing behind the ATOL system and that Government will
extend their guarantee if the need arises. The Trustees reiterate however
that deficit financing is not an acceptable basis for a public protection
scheme and urge Government to recognise the need for legislation to
provide levy powers without any further delay.
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The Flight Company ceased trading in mid July 1996. The failure occurred
during the company’s peak season when there were thousands of
passengers abroad as well as a substantial number of forward bookings,
most of which had been paid for in full. The bond proved to be grossly
insufficient and the Trust contributed around £5.8 million towards the
total expenditure.

After the collapse there were indications that the information given to the
CAA by The Flight Company at the March 1996 licence renewal was
materially inaccurate. An independent investigation concluded that the
turnover in the 1995 accounts was significantly understated and that the
asset position which formed the basis of the decision to renew the
company’s licence was overstated. The CAA and Trustees subsequently
commenced legal action against The Flight Company’s auditors, Kounnis
Freeman, to recover the Trust’s losses. The case is expected to come to
trial within the year.

A total of 17 firms had their ATOL bonds called during the year under
report. This was the lowest failure rate in absolute terms since 1992, and
as a proportion of licence holders (1,784 by the mid calendar year point)
the failure rate of 0.95% was the lowest since the Trust was formed.

The outturn was particularly satisfying in light of concerns at the start of
the year that demand for holidays might be depressed. Passenger growth
for Summer 1999 was limited to around 5%, significantly less than the
volume increase in the two previous summers, but the slower growth did
not lead to a higher number of failures or to failures of larger firms. Just
under 700 passengers were repatriated throughout the year and a further
10,000 who had made advance payments were provided with refunds.
Total expenditure from bonds and the Trust was £1.96 million.
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Euroscot Express Limited ceased trading in July 1999 and was the largest
company to fail in terms of the number of passengers authorised by its
licence. Fortunately its principal business was the sale of flights between
Bournemouth and Scotland and therefore its failure at the height of the
summer season did not have the impact we would normally expect from a
conventional package holiday specialist. Euroscot had provided a bond of
almost £1.0 million which proved to be more than sufficient to meet
customer claims. 

The largest call on the Trust Fund occurred following the failure of
Winterski Holidays Limited on the last day of the financial year. Winterski
was a long standing licence holder which had specialised in travel by
coach and air to Italy. At the time of the firm’s failure, its licence which
authorised the carriage of 750 annual passengers had lapsed. The Trust’s
liability of £200,000 was disproportionately high compared to the
£36,000 bond provided, which derived from Winterski’s seasonal profile
and from the fact that there were a number of advance bookings which
would have fa l len with in the per iod covered by the fo l lowing
authorisation had the licence been renewed. The liability from these
outstanding bookings related to large groups which typically have a longer
than average booking lead time; moreover some of the coach bookings
had been switched to travel by air so that the Trust was liable to meet
these claims. 

The failure of Travel Trade Consultants Limited resulted in a £80,000 call
on the Trust which was also disproportionate to its bond of £10,000. This
company ceased trading in mid September 1999 and had specialised in
long haul travel, particularly Australia and Malaysia. The Directors
attributed the failure of the company to the loss of a contract with the
Malaysian Government, combined with the adverse effects the Indonesian
forest fires had on their package holiday business. The timing of the
failure occurred when Travel Trade Consultants had accepted substantial
bookings and payments in respect of a special promotion to celebrate the
Millennium.

The failures of Winterski and Travel Trade Consultants resulted in a
combined call on the Trust Fund of £280,000, which represents over 86%
of the year’s total. There were a further two cases which each resulted in a
relatively small call on the back-up fund. Details of all bonds called can be
found at Appendix 2.
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During the year the CAA carried out a review, including industry
consultation, of the overtrading controls introduced in 1997. It concluded
that the measures which had been introduced had had a significant effect
in protecting the Fund but that the principal cost was greater system
complexity and greater reporting by licence holders. Some minor changes
were recommended to the form of directors’ guarantees and to reduce
reporting where that could be achieved without significant loss of control.
The Trustees welcomed the improvement in controlling overtrading and
recognised that monitoring activities needed to be focused on areas where
they would be most effective in protecting bonds and calls on the Fund.

The Trustees remain committed to protecting the Trust Fund from abuses
and will where appropriate pursue guarantors in accordance with the
CAA’s published statement of policy on enforcement of Deeds of
Guarantee. Since the requirement was introduced, two Guarantees have
been called and discharged resulting in a recovery in excess of £17,000.
As at the year end, other cases were being considered.

The Trustees are grateful to the Civil Aviation Authority and its staff for
the administrative services provided during the year; and to the members
of the Air Travel Trust Committee for their support and advice.

5

OVERTRADING

ACKNOWLEDGEMENTS



6



7

Accounts for the year 
ended 31 March 2000



8



We have audited the accounts on pages 11 to 15 which have been
prepared under the accounting policies set out on page 13.

RESPONSIBILITIES OF TRUSTEES

The Trust Deed requires the Trustees to prepare accounts for each financial
year.

The Trustees consider that in preparing these accounts, they have used
appropriate accounting policies, consistently applied and supported by
reasonable and prudent judgments and estimates. The Trustees have
prepared the financial statements on a going concern basis.

The Trustees are responsible for keeping proper accounting records to
enable them to ensure that the accounts comply with the Trust Deed and
the directions made thereunder by the Secretary of State. They are also
responsible for safeguarding the assets of the Trust and hence for taking
reasonable steps for the prevention and detection of fraud and other
irregularities.

RESPONSIBILITIES OF AUDITORS

It is our responsibility to form an independent opinion, based on our
audit, on those accounts and to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Auditing Standards issued by
the Auditing Practices Board. An audit includes an examination, on a test
basis, of evidence relevant to the amounts and disclosures in the accounts.
It also includes an assessment of the significant estimates and judgements
made by the Trustees in the preparation of the accounts, and of whether
the accounting policies are appropriate to the Trust’s circumstances,
consistently applied and adequately disclosed.
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We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance that the accounts
are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the accounts.

Going Concern

In forming our opinion, we have considered the adequacy of the
disclosures made in Note 1 to the accounts concerning the current
Government guarantee which allows the Trust to meet its current
obligations. However, Note 1 refers to the Trustees’ belief that the
Government wil l  continue to support the Trust either in terms of
replenishing the fund or providing further guarantees if this should be
needed. In view of the significance of the situation we consider that it
should be drawn to your attention but our opinion is not qualified in this
respect.

OPINION

In our opinion the accounts give a true and fair view of the state of the
Trust’s affairs at 31 March 2000 and its income and expenditure for the
year then ended and have been properly prepared in accordance with the
provisions of the Trust Deed and the directions made thereunder by the
Secretary of State.

Deloitte & Touche
Chartered Accountants
and Registered Auditors
Hill House
1 Little New Street
London
EC4A 3TR

27 June 2000
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Note Year to Year to
31.3.00 31.3.99

INCOME £ £

Liquidation dividends 2 50,626 166,919

EXPENDITURE

Compensation claims (paid) recovered 3 (241,663) (1,833,779)
Administration expenses 4 (2,116) (4,030)
Loan interest (451,050) (423,570)

(694,829) (2,261,379)

EXCESS OF EXPENDITURE OVER INCOME 
FOR THE YEAR (644,203) (2,094,460)

Taxation provision released – 7,145

NET DECREASE IN FUND
FOR THE YEAR (644,203) (2,087,315)

Fund at beginning of year (7,385,491) (5,298,176)

Net decrease in fund for the year (644,203) (2,087,315)

FUND AT END OF YEAR (8,029,694) (7,385,491)

The notes on pages 13 to 15 form part of these accounts.
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31.3.00 31.3.99
ASSETS £ £

Cash 1 1

1 1

LIABILITIES

Compensation claims outstanding (200,258) (138,204)
Bank loans (7,660,659) (7,092,109)
Loan interest and other creditors (168,778) (155,179)

(8,029,695) (7,385,492)

NET LIABILITIES (8,029,694) (7,385,491)

Represented by :

FUND ACCOUNT (8,029,694) (7,385,491)

C Senior, Trustee

A G Herron, Trustee

27 June 2000

The notes on pages 13 to 15 form part of these accounts.
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1 ACCOUNTING POLICIES

(a) Basis of preparation :

The Trust Deed allows liabilities to be paid out of the Trust
Fund at the absolute discretion of the Trustees. The Trust
currently meets its day to day working capital requirements
through bank loans which are secured by a Government
guarantee of up to £21 million. The Trustees have been
informed that the Government will continue to support the
Trust Fund by continuing the loan guarantee. However, there
is currently no mechanism in place to replenish the Trust Fund
by means of levies authorised by legislation or otherwise.

The Trustees have prepared the financial statements on a
going concern basis. The financial statements do not include
any adjustments that would result from a withdrawal of
support by the Government.

(b) Accounting Convention :

The accounts  are prepared under the h is tor ica l  cost
convention.

2 LIQUIDATION DIVIDENDS

Dividends were receivable during the year from the liquidators of
ILG Travel Ltd £186, Sharman Communications Ltd £5,614, Sheridan
Travel Ltd £621 and Quest Leisure Group Ltd £44,205 (1999:
Sheridan Travel £1,150 and Quest Leisure Group Ltd £165,769).
Monies had previously been advanced from the Air Travel Trust to
meet the costs of the failures.
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3 COMPENSATION CLAIMS

The compensation paid or provided (or prior advances released)
during the year as a result of the failures of holders of Air Travel
Organisers’ Licences :

Year to Year to
31.3.00 31.3.99

Failures prior to 31.3.99 £ £
All Jamaica Ltd – (24,227)
Australia House Travel Ltd – (14,250)
Budjet Travel Ltd – 5,875
Dayrise Ltd (83,031) 266,440
Evergreen Travel Service Ltd 36,278 1,599,000
Farah Travel Ltd – 653
Global Air Travel plc (3,095) 39,100
Imari Travel Company Ltd (2,454) (22,150)
International Leisure Group – (58,666)
Justravel Ltd (10,000) 10,000
Marchfar Tours Ltd – (6,157)
Metro Travel & Tours Ltd (4,714) 100,000
Miranda Travel Ltd – (4,085)
Rainbow (York) Ltd – (3,325)
Sheridan Travel Ltd – (1,196)
Sportcullis Travel Ltd (9,812) 9,200
The Flight Company (UK) plc (2,598) (45,740)
Travel Plus Ltd – (9,293)
Uncle Sam Travel Agency Ltd (2,480) (7,400)

Failures since 31.3.99
Excalibur International Travel Ltd 6,500 –
Intra Travel Ltd 36,811 –
Travel Trade Consultants Ltd 80,000 –
Winterski Holidays Ltd 200,258 –

241,663 1,833,779
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4 ADMINISTRATION EXPENSES

Year to Year to
31.3.00 31.3.99

£ £

Audit and taxation 2,116 4,030

Administration is provided by the Civil Aviation Authority.

5 POST BALANCE SHEET EVENTS

Since the balance sheet date and up to 16 June 2000, there have
been no failures of holders of Air Travel Organisers’ Licences.
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Date Licensed Licensed
Bond Passengers Revenue

Licence Holder Called
£’000

Focali Turizm Ltd 09 Apr 99 21,394 6,629
Intra Travel Ltd 14 Apr 99 3,420 1,075
Planit Travel Ltd 11 May 99 2,600 505
Excalibur International Travel Ltd 28 May 99 1,290 276
Euroscot Express Ltd 09 Jul 99 48,590 3,471
Munha Marketing & Leisure Services Ltd 11 Aug 99 13,750 3,943
Travel Trade Consultants Ltd 15 Sep 99 6,810 3,432
Millwest Ltd 15 Sep 99 4,000 1,000
Seriously Travel Ltd 16 Sep 99 6,695 1,356
Trinifold Travel Ltd 22 Sep 99 2,030 594
Swain B A 22 Sep 99 1,347 313
Gill S, Gill E 23 Sep 99 1,533 681
Business Travel World Ltd 10 Nov 99 1,500 320
Allegro Holidays Ltd 19 Nov 99 7,600 2,324
Rising Star Travel Ltd 20 Jan 00 1,700 765
The ILB Partnership Ltd 18 Feb 00 942 920
Winterski Holidays Ltd 31 Mar 00 750 230

Total (17) 125,951 27,833

NOTES

1 The administrat ion of al l  the cases above may not have been completed.
Administration costs which were incurred in paying passengers’ refunds have been
included in the Cost of Refunds.

2 The figures for Total Expenditure and any call on the Air Travel Trust reflects amounts
already spent and estimated further expenditure.

3 Where a call on the Air Travel Trust is indicated this is the difference between
expected total expenditure and available bond monies. The call on the Air Travel
Trust may include the expenditure of accrued interest.

30

Appendix 2 Details of Bond Calls and their effects,



Bond Number Cost of Number Cost of Total Call on
Amount Repatriated Repatriation Refunded Refunds Expenditure Air Travel

Trust
£’000 £’000 £’000 £’000 £’000

1,326 30 9 4,150 839 848 0
110 0 0 596 149 149 39

76 60 1 345 75 76 0
31 35 0 283 38 38 7

966 0 0 2,500 135 135 0
18 0 0 150 18 18 0
10 0 0 95 90 90 80

642 0 0 37 14 14 0
271 360 74 590 124 198 0

54 0 0 1 1 1 0
35 95 1 69 16 17 0
14 0 0 0 0 0 0
37 77 16 220 21 37 0

621 0 0 176 39 39 0
216 0 0 15 17 17 0
138 0 0 42 50 50 0

36 11 1 665 235 236 200

4,601 668 102 9,934 1,859 1,962 325
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