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Introduction

I was appointed as Administrator of Azure Oil Services Limited { * the Company / Azure ” ) on
13 September 2016. The appointment was made by Factor 21 PLC{ " F21 ").

This administration is being handled by Harrisons Business Recovery & Insolvency (London)
Limited { ™ Harrisons “ ) at 3rd Floor, Office 305, 31 Southampton Row, London, WCI1B 5HJ.
The Administrator's contact details are by phone on 0207 317 9160 or via email at
darrenfanthorpe@harrisons.uk.com. The administration is registered in the High Court,
Chancery Division, Companies Court, reference number 5638 of 2016.

The trading address of the Company was Unit 9 Kernick Industrial Estate, Parkengue Kernick,
Penryn, Cornwall, TR10 9EP. The business traded under the name Metal Surgery.

The registered office of Azure has been changed from Unit 9 Kernick Industrial Estate,
Parkengue Kernick, Penryn, Cornwall, TR10 9EP, to Harrisons, 3rd Floor, Office 305, 31
Southampton Row, London, WC1B 5H, The Company’s registered number is 02856486.

As Administrator, I am required to provide a progress report covering the period of six months
commencing from the date Azure entered administration and every subsequent period of six
months.

This final progress report covers the third six month period from 13 March 2018 to 10
September 2017 ( * the Period ” ), and should be read in conjunction with my earlier
proposals report and any previous progress reports which have been issued.

As previously advised, the period of the administration was extended by the consent of the
secured creditor of the Company until 12 September 2018, At the time, the extension was
necessary to continue to pursue asset realisations in the administration, and in particular the
disputed debt ( see below }.

Progress of the Administration

Yau may recall that the statutory objective pursued in the administration was realising property
in order to make a distribution to one or more secured or preferential creditors.

In addition to the pursuance of this statutory objective, the Administrator has duties imposed
by insolvency and other legislation, some of which may not provide any financial benefit to
creditors.

This section of the report provides creditors with an update on the progress made in the Period,
both in terms of the achievement of the statutory objective, but also work which is required of
the Administrator under other related legislation.

Attached at Appendix A is my Receipts and Payments Account, covering the Period, together
with a cumulative Receipts and Payments Account from the date of my appointment as
Administrator to 10 September 2018,

Attached at Appendix B is a Time Analysis outlining the time spent by the Administrator and

his staff during the Period, together with & cumulative Time Analysis covering the period since
my appointment.
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Further information about the basis of remuneration agreed in this case and the Administrator's
fees estimate can be found in section 4 of this report, together with any relevant information
about revisions to my initial estimate, where applicable.

Administration (including statutory compliance & reporting)

As noted above, the Administrator must comply with certain statutory obligations under the
Insalvency Act 1986 and other related legislation. Details about the work that I anticipated
would need to be done in this area was outlined in my initial fees estimate / information.
Where the costs of statutory compliance work or reporting to creditors exceeds the initial
estimate, it will usually be because the duration of the case has taken longer than anticipated,

possibly due to protracted asset realisations, which have in turn placed a further statutory
reporting requirement on the Administrator,

As noted in my initial fees estimate / information, this work will not necessarily bring any
financial benefit to creditors, but is required on every case by statute.

Realisation of Assets
Residential Flat

As previously reported, the residential flat in Plymouth { ™ the Flat ” ) was sold on 13 March
2017 for £393,000.

The Flat was subject to 2 mortgage in favour of Bath Investment & Building Society
(™ BIBS " ). The final amount due to BIBS totalled £319,667, which was paid on completion.

F21 had a secondary charge on the Flat, behind BIBS. On 21 Aprl 2017, £30,000 was
distributed to F21 under its fixed charge from residual sale proceeds.

The work the Administrator and his staff undertook brought a financial benefit to the secured
creditors by allowing a redemption of the BIBS’ mortgage in full and allowing a distribution to
be made to F21.

Director’s Loan

As previously reported, the Director of Azure proposed an Individual Voluntary Arrangement
{"IVA M), which was accepted by his creditors. I submitted a claim in the IVA for £525,174.

From the IVA, a first and final distribution of 1.76 pence in the Pound was declared and paid
on 9 October 2017. £9,243 was received in the administration in respect of the Administrator's
agreed claim. This dividend is in line with the Director’s Proposals.

Book Debts

As previously advised, Azure's book debts were subject to a factoring agreement with F21 and,
as such, any recoveries made were not generally available for the benefit of creditors.

The outstanding gross debtor ledger was some £177,256, of which £165,000 was owed by
Azure's largest customer, Lakesmere Group (“Lakesmere™). The debt was disputed.

In November 2017 Lakesmere ceased to trade and entered administration. All ongoing

communication with Lakesmere ceased and no recovery was made. I have confirmed with the
duly appointed Administrator of Lakesmere that there is no prospect of a dividend being paid.
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Parcel of Land - Falmouth

On appointment, the Administrator identified that the Company owned two small parcels of
land in Falmouth. After preliminary investigations, due to the unusual nature of the site, it was
determined that the land had no readily realisable value for the benefit of creditors in the
administration.

During the Period, the Administrator was approached by a third party, who offered £10,000 for
one of the two parcels of land. On the advice and recommendation of the Administrator’s agent,
the offer was accepted.

The land was sold on 25 June 2018. After costs of sale, the net realisation achieved was £8,746.

The land was subject to F21's fixed charge. After agreeing a contribution towards the
Administrator’s outstanding costs in the administration ( see section 4 below ), a further £4,227
was distributed to F21 under its fixed charge.

Creditors (claims and distributions)

The outcome for creditors in this case can be found at section 5 of this report. An Administrator
is not only required to deal with correspondence and ciaims from unsecured creditors { which
may include retention of title ¢laims ), but also those of any secured and preferential creditors
of the Company. This may involve separate reporting to any secured creditor and dealing with
distributions from asset realisations caught under their security, most typically a debenture.

Claims from preferential creditors typically involve employee claims and payments made on
behalf of Azure by the Redundancy Payments Service following dismissal.

The above work will not necessarily bring any financial benefit to creditors generally, however,
an Administrator is required by statute to undertake this work. Similarly, if a distribution is to
be paid to any class of creditor, work will be required to agree those claims and process the
dividend payments to each relevant class of creditor. The more creditors a company has, the
more time and cost will be involved by the Administrator in dealing with those claims.

The following is worth noting:
. BIBS was owed £319,667, and repaid in full from the sale of the Flat.

. After prolonged correspondence and negotiation with Lakesmere, recovery on the
book debts finally concluded unsuccessfully, and F21 did not make a full recovery.

. I received a preferential creditor claim of £14,835 from the Redundancy Payments
Service.

. I received claims from 43 unsecured creditors totalling £339,653.

Investigations

You may recall from my first progress report to creditors that some of the work an Administrator
is required to undertake is to comply with legislation such as the Company Directors’
Disqualification Act 1986 { " CDDA 1986 " ) and Statement of Insolvency Practice 2 —
Investigations by Office Holders in Administration and Insolvent Liquidations, and may not
necessarily bring any financial benefit to creditors, unless these investigations reveal potential
asset recoveries that can be pursued for the benefit of creditors.
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My report on the conduct of the Director of the Company to the Department for Business,
Energy & Industrial Strategy under the CDDA 1986 was submitted during the first period of the
administration and is confidential.

No further asset realisations have come to light that may be pursued by me for the benefit of
creditors.

Unrealised Assets

I confirm that all assets have now been realised and the cumulative Receipts and Payments
Account at Appendix A reflects the final position on both realisations achieved and payments
made during the course of the Administration. This includes details of all expenses and
disbursements incurred and paid by the Administrator.

Administrator's Remuneration

The basis of the Administrator's fees were fixed in the administration by reference to the time
properly spent by me and my staff in managing the administration and dealing with the
Company's affairs. My fees estimate / information was originally provided to F21 when the
basis of my remuneration was approved, and was based on information available to me at that
time.

A summary of the estimate is below:

Administration {iIncluding statutory 35,000 '

compliance & reporting)

Realisation of assets 65 300 19,500
Creditors 418 250 12,000
Investigations 40 250 10,000

Total estimated fees I : 76,500

My time costs for the Period are £2,476. This represents approximately 14 hours at an average
rate of £177 per hour. Attached at Appendix B is @ Time Analysis, which provides details of
the activity costs incurred by staff grade during the Period in respect of the costs fixed by
reference o time properly spent in managing the administration,

Also attached at Appendix B is a cumulative Time Analysis from 13 September 2016 to 10
September 2017, which provides details of my time costs since my appointment. Total time
costs are £98,883, and this represents approximately 404 hours at an average rate of £245
per hour.

With F21’s consent, fees of £52,376 have been drawn from the administration on account of

our time costs; £24,227 was paid from the sale of the freehold property and land, and the
balance was paid from floating charge realisations.
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In total, I have been paid £52,376 in respect of fees. The balance of my unpaid time costs
have been written off.

A copy of ‘A Creditors’ Guide to Administrators’ Fees' is available on request or can be
downloaded from https://www.icaew.com/technical/insolvency/creditors-guides.

Attached at Appendix C is additional information in relation to the Administrator’s fees,
expenses and disbursements, including where relevant, information on the use of
subcontractors and professional advisers,

Estimated Qutcome for Creditors
Secured Creditors

BIBS

BIBS held a mortgage over the Flat owned by the Company. The final amount due to BIBS
was £319,667, which was repaid in full upon completion of sale.

F21

F21 held a fixed and floating charge over Azure’s assets. At the date of the administration, the
indebtedness to F21 was estimated to be £170,435 ( excluding termination fees ).

Throughout the administration, F21 continued to collect the book debts to discharge the
Company’s indebtedness. There was a significant shortfall on recovery from book debt
collections.

During the course of the administration, F21 received two distributions under its fixed charge
totalling £38,131.

Overall, F21 experienced a significant shortfail on recovery, principally as a result of the collapse
of Lakesmere.

Preferential Creditors

A summary of preferential claims received is detailed below.

anﬁal daim

Department for Bustness, '
Energy & Industrial
Strategy (BEIS)

Asset realisations were insufficient to make any distribution to the preferential creditors, once
all of the associated costs of administration had been paid.

Unsecured Creditors

Asset realisations were insufficient to make any distribution to the Company’s unsecured
creditors, either by virtue of the Prescribed Part, or otherwise.
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Ending the Administration

As there is no property which might permit a distribution to the unsecured creditors, I have
sent a notice to the Registrar of Companies moving the Company to dissolution.

The Administrator's appointment will end following the registration of the notice by the
Registrar of Companies. A copy of this notice is enclosed.

The Administrator will be discharged from liabllity under Paragraph 98{3) of Schedule B1 to
the Insolvency Act 1986 immediately upon his appointment as Administrator ceasing to have
effect.

Creditors’ Rights

Within 21 days of the receipt of this report, a secured creditor, or an unsecured creditor { with
the concurrence of at least 5% in value of the unsecured creditors ) may request in writing
that the Administrator provides further information about his remuneration or expenses ( other
than pre-administration costs ), which have been itemised in this progress report.

Any secured creditor, or an unsecured creditor { with the concurrence of at least 10% in value
of the unsecured creditors } may, within 8 weeks of receipt of this progress report, make an
application to Court on the grounds that, in all the circumstances, the basis fixed for the
Administrator's remuneration is inappropriate and / or the remuneration charged or the
expenses incurred by the Administrator , as set out in this progress report, are excessive.

For and on behalf of
Azure Qil Services Limited

The Administrator acts as agent of the Company and without personai liability. The affairs, business
and property of the Company are being managed by the Administrator, Anthony Murphy.
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Receipts and Payments Account for the Period from 13 March 2018 to 10 September 2018

and Cumulative Receipts and Payments Account from 13 September 2016 to 10 September
2018
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Statement
of Affairs
£

415,000.00

14,000.00
1,000.00
NIL

NIL
Uncertain
NIL

Azure 0il Services Limited
( in Administration )
Administrator's Summary of Receipts & Payments

SECURED ASSETS
Leasehold Property
Bank Interest

SECURED CREDITORS
Chargeholder (1)
Chargeholder (2)

COSTS OF REALISATION
Administrator's Fixed Charge Fees
Legal Fees & Disbursements
Agents'/Valuers' Fees

Mortgage Payments

Service Charge & Ground Rent
Sundry Charges

Bank Charges

ASSET REALISATIONS
Piant & Machinery
Stock/WIP

Licence Fee

Client Account Monies
Director's Loan Account
Bank Interest Gross

COST OF REALISATIONS
Administrator's Fees
Agent's Fees

Agent's Disbursements
Legal Fees

Legal Disbursements
Storage Costs

Travel & Subsistence
Travel Expenses
Re-Direction of Mail
Statutory Advertising
Insurance of Assets
Statutory Bonding
Search Costs
Corporation Tax

Bank Charges

Cash at Bank

From 13/03/2018
To 10/09/2018
£

10,000.00
Nil
10,000.00

Nil
4,226.50
(4,226.50)

(4,226.50)
(1,012.00)
(500.00)
Nil

Nil

Nil

35.00

{5,773.50)

NIL
NIL
NIL
NIL
NIL
NIL
0.00

NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL

From 13/09/2016
To 10/09/2018
£

403,000.00
21.67
403,021.67

(319,667.12)
(38,130.55)
(357,797.67)

(24,226.50)
(4,512.00)
(14,090.00)
(3,111.00)
(2,022.50)
(338.00)
35.00

(48,335.00)

43,785.,00
1,000.00
4,500.00
48.41
9,243.07
67.04

58,643.52

(28,149.48)
(11,324.20)
(7,812.68)
(4,700.00)
(181.80}
(820.72)
(734.75)
(810.45)
(350.00)
(79.00)
(180.67)
(380.00)
(2.40)
(5.32)
(1.05)
(55,532.52)

NIL




Appendix B

Time Analysis for the Period from 13 March 2018 to 10 September 2017 and Cumulative
Time Analysis from 13 September 2016 to 10 September 2018
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Appendix C

Additional Information in Relation to the Administrator's Fees, Expenses & Disbursements

1.1

1.2

13

2.1

2.2

31

Staff Allocation and the Use of Sub-Contractors

The general approach to resourcing Harrisons’ assignments is to allocate staff with the skills
and experience to meet the specific requirements of the case.

The constitution of the case team will usually consist of a Director, a Manager, and an
Administrator or Assistant. The exact constitution of the case team will depend on the
anticipated size and complexity of the assignment and the experience requirements of the
assignment.

I did not utilise the services of any sub-contractors in this case.

Professional Advisors

On this assignment, [ have used the professional advisors listed below. I have also indicated
alongside, the basis of the fee arrangement with them, which is subject to review on a regular
basis.

PDT Solicitors ( legal advice } Hourly rate and disbursements
AUA Insolvency Risk Services Limited { insurance } Risk based premium

Lambert Smith Hampton Group Limited (valuation and | Hourly rate, disbursements and % of realisations
disposal advice)

Robert Pearce Assocates ( agents’ costs ) % of realisations

The choice was based on my perception of their experience and ability to perform this type of
work, the complexity and nature of the assignment and the basis of the fee arrangement with
them.

Administrator's Expenses & Disbursements

The estimate of expenses ( including dishursements ) which were anticipated at the outset of
the administration was provided to creditors in the Administrator's Proposals Report, a copy of
which is set out below:

Estimated cost |
i . £

Agents’ costs (freehold property) o 10,000 — 15,000 |
Agents’ costs (chattel assets) 5,000 — 10,000
Agents’ costs {book debt collection) Uncertain
Salicstors” costs 4,882
Insurance 1,400
Statutory advertising 79
Specific penalty bond 58

Admimistrator's Progress Report



3.2

33

34

4.1

Collection and external storage of the Company’'s beoks and recerds 1,000

Re-direction of the Company’s mail 350
Case related travel & subsistence 735
Search costs 2

Category 2 disbursements charged by the firm:

Business mileage 768

Summary of Administrator's expenses

An analysis of the expenses paid to the date of this report is provided below:

o ’ Ap R s = |

Agents' costs (freeho!d property) 13,59 500 14,090
Agents’ costs (chattel assets) 19,137 Nil 19,137
Solicitors’ costs 8,382 1,012 9,394
Insurance 181 Nii 181
Statutory advertising 79 Nil 79
Specific penalty bond 380 Nil 380
External storage of books & records 821 Nil 821
Re-direction of the Company’s mail 350 Nil 350
Case related travel & subsistence 735 Nil 735
Search costs 2 Nil 2
Service charge and ground rent 2,023 Nil 2,023
Sundry charges (leasehold property) 338 Nil 338
Category 2 disbursements

Business mileage 810 Nil 8§10

Category 1 disbursements do not require approval by creditors, The type of disbursements
that may be charged as Category 1 disbursements to a case generally comprise of external
supplies of incidental services specifically identifiable to the case, such as postage, case
advertising, Invoiced travel and external printing, room hire and document storage. Also
chargeable will be any properly reimbursed expenses incurred by personnel in connection with
the case. These disbursements are included in the tables of expenses above.

Category 2 disbursements do require approval from creditors. These are costs which are
directly referable to the appointment in question but are not payments which are made to an
independent third party and may include shared or allocated costs that can be allocated to the
appointment on a proper and reasonable basis, such as internal room hire, document storage
or business mileage. Details of Category 2 disbursements charged by Harrisons ( where
appropriate ) were provided in the Administrator’s Proposals Report and approved by creditors.
Any Category 2 disbursements incurred are specifically highlighted in the tables of expenses
above.

Charge-Out Rates

Harrisons' current charge-out rates effective from 1 July 2018 are detailed below. Please note
Harrisons records its time in minimum units of 6 minutes.

Administrator's Progress Report
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